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ABSTRACT

This study assesses how various aspects of loan service quality in Vietnamese commercial

banks impact the satisfaction levels of small and medium enterprises (SMEs) and their 2023

relationship with customer loyalty to these banks. Implementing both qualitative ~ Revised 17 May 2024
. . - A Accepted 3 July 2024

methods (such as group discussions, expert interviews, and customer surveys) and

quantitative methods (including partial least squares structural equation modeling
(PLS-SEM)), the authors identified and analyzed five dimensions of loan service quality—
tangibility, reliability, assurance, responsiveness, and empathy—that positively influence
SME satisfaction within these banks. Additionally, this study explores the connection
between SME satisfaction and loyalty, recognizing it as a crucial factor for improving
operational efficiency and gaining a competitive advantage in facilitating banking
transactions.
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1. Introduction

As stated by the Asian Development Bank (2023), small and medium enterprises (SMEs) continue to
serve as significant catalysts for economic growth in developing Asia and the Pacific. Amidst the ongoing
global uncertainties stemming from geopolitical tensions and shifting supply chains, it is imperative to
emphasize the advancement of SMEs to bolster their domestic impact on sustainable development. SMEs
fulfill diverse functions within developing economies and encounter various obstacles. Specifically, foster-
ing the growth of SMEs and enhancing financial inclusion are crucial for promoting a more equitable
and robust economic growth trajectory throughout developing Asia and the Pacific (Asian Development
Bank, 2023).

Due to limited resources like finance, technology, and human capital, small and medium enterprises
(SMEs) are compelled to seek diversified funding sources to support their operations and explore alter-
native avenues for enhancing their performance. Compared with large corporations, SMEs face unique
challenges related to ownership structures, economies of scale, collateral, and information disclosure dis-
parities, which pose obstacles to approaching financial resources (Mirza et al., 2023; Rabbani et al., 2023;
Rehman et al,, 2023). Thus, to accelerate their development process, bank lending to SMEs is essential
for economic growth because, according to Rehman et al. (2023), SMEs have produced 60-70% of the
total world employment and over 50% of the world’s gross domestic product (GDP).

In the global economy, Viethamese SMEs appear to be quite innovative and productive because of
their adoption of information and technology. State-owned commercial banks finance SMEs in Vietnam,
covering approximately half of total SME loans. SME lending constitutes 22% of the country’s overall
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bank lending (OECD, 2021). To improve SMEs’ access to finance, fostering increased competition in credit
markets is crucial. This could involve initiatives such as promoting the emergence of alternative lending
institutions and expanding the utilization of loan guarantees to SMEs.

In particular, the State Bank of Vietham (SBV) has effectively managed its monetary and credit policies
proactively, flexibly, and consistently. This aimed to facilitate access to bank loans for businesses and
individuals, thereby fostering their production and commercial endeavors. There has been notable prog-
ress in enhancing the legal framework governing credit institutions’ lending operations, empowering
them with greater decision-making authority and accountability, especially concerning loans to SMEs, as
per the Credit Institutions Law. This legal framework has eased access to credit and alleviated the obsta-
cles faced by all customers, including SMEs. Consequently, there is a positive outcome in SMEs’ credit.

Practical evidence from to 2018-2022 period illustrates this success. The average annual credit growth
rate for SMEs stood at 14.17%, surpassing the overall credit growth rate of the economy. By the end of
2022, credit extended to SMEs increased by 8.28% compared to the previous year, constituting nearly
19% of the total credit in the economy. On March 14, 2023, the SBV reduced the short-term lending
interest rate by 0.5% for certain sectors and industries, aiming to support cost reductions for customers
in borrowing (now standing at 5% per annum) (Nguyen, 2023). Practical evidence from to 2018-2022
period illustrates this success. The average annual credit growth rate for SMEs stood at 14.17%, surpass-
ing the overall credit growth rate of the economy. By the end of 2022, credit extended to SMEs increased
by 8.28% compared to the previous year, constituting nearly 19% of the total credit in the economy. On
March 14, 2023, the SBV reduced the short-term lending interest rate by 0.5% for certain sectors and
industries, aiming to support cost reduction for borrowing (Nguyen, 2023).

Quality is the cornerstone of the service industry and is crucial for satisfying customers and fostering
loyalty (Hasan et al, 2016; Kumar et al., 2009). Within the banking sector, quality is paramount for deliv-
ering a value chain of financial services to customers in the monetary domain. As such, the primary aim
of this research is to investigate how factors related to loan service quality influence the satisfaction of
small and medium enterprises (SMEs) and their relationship with SMEs' loyalty. In pursuit of the objective,
we will explore the following research question: ‘To what extent, does the SMEs' satisfaction intervene
the effect of loan service quality on SMEs’ loyalty in Vietnamese commercial banks?’

2, Literature review and hypothesis development
2.1. Literature review

Service quality is covered in the theoretical frameworks and models proposed by Cronin and Taylor
(1992), Gronroos (1984), and Parasuraman et al. (1985). Gronroos (1984) explains that service quality is
evaluated by comparing the value that customers anticipate before using a service with the value they
perceive after using the service. Parasuraman et al. (1985) define service quality as the gap between
customer expectations and perceptions after experiencing a service. The author’s group constructed and
developed the SERVQUAL scale, comprising 22 pairs of observed variables that measure customers’
perceptions and expectations of service quality, with five fundamental components: (1) tangibles, (2)
reliability, (3) responsiveness, (4) assurance, and (5) empathy.

As highlighted by Cronin and Taylor (1992), a conceptualization and method exists for measuring
service quality and its association with consumer satisfaction and purchase intentions. Their study
involved comparing computed difference scores and perceptions, leading to the conclusion that
perceptions alone are a more reliable predictor of service quality.

To measure the perceived service quality provided by the banking sector in this study, Parasuraman’s
SERVQUAL model was chosen because it has been widely used (Hasan et al., 2016; Izah and Wan
Zulqurnain, 2005; Munusamy et al., 2010). Drawing from researchers’ insights into service quality, loan
service quality within the operational framework of commercial banks is defined by its alignment with
customers’ credit service expectations and fulfillment of their requirements.

In the modern economy, with the advancement of the commerce and service sectors, service quality
has emerged as a critical component of customer satisfaction, with the two concepts closely intertwined.
According to Wilson et al. (2016), although service quality and customer satisfaction share certain
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similarities, customer satisfaction tends to encompass a broader spectrum. By contrast, service quality
specifically targets distinct aspects of a service. This viewpoint is supported by the findings of Shrestha
and Koirala (2012).

Both service quality and customer satisfaction are frequently evaluated through a gap approach,
which involves assessing the variance between perceptions and expectations (Rust et al., 1999). The dis-
crepancy between service quality and customer satisfaction largely stems from differing definitions of
expectations. In the theory of service quality, customer expectations are defined as the wants (needs) of
consumers, which customers feel that a service provider should offer them rather than what the service
provider will offer’ (Martinaityte et al., 2019; Mbango, 2019).

According to Anderson and Jacobsen (2000), customer loyalty is the outcome of an organization pro-
viding benefits to customers, leading them to maintain or even increase their purchases from that orga-
nization. They assert that customer satisfaction is a precursor to customer loyalty. There is a growing
acknowledgment that the primary goal of measuring customer satisfaction should be to foster customer
loyalty (Singh, 2006; Sivadas and Baker-Prewitt, 2000).

Research conducted by Maswadeh (2015), Qadeer (2014), Raza et al. (2020), Shanmugam (2022), and
Zhou et al. (2021) has revealed the impact of service quality on customer satisfaction within the global
banking sector. Conversely, Bui (2022), Le (2016), Phung (2020), and To and Vo (2020) focused on Vietnam.
However, these authors limited their investigations to individual banks or branches and omitted cus-
tomer loyalty in their models. Consequently, this study seeks to address this gap by examining the medi-
ating role of SMEs’ satisfaction in the relationship between loan service quality and loyalty within the
Vietnamese banking sector.

2.2. Hypothesis development

2.2.1. Tangibility affects customer satisfaction

According to Santos (2002), tangibility constitutes a dimension of service quality as identified by
Parasuraman et al. (1988). It denotes the tangible aspects of services, encompassing the appearance of
physical facilities, tools, equipment, personnel, communication materials, other physical features utilized
in service delivery, and the presence of other customers in the service environment. In a recent investi-
gation by Khan et al. (2021), tangibility was related to the physical infrastructure, equipment, staff, and
specialized tools engaged in service provision.

Tangibles include physical assets, instruments, and machinery used in service delivery, such as loans,
cards, and deposits (Rahaman et al., 2020). These authors assert that tangibility also involves elements
such as external appearance, bank counters, facilities, operating hours, and speed and efficiency of trans-
actions. Evidence from studies by Fida et al. (2020), Kant and Jaiswal (2017), and Rahman et al. (2017)
indicates a significant positive impact of tangibility on customer satisfaction within the banking industry.

When transactions occur under pleasant conditions, consumers tend to feel more satisfied with the
services provided by the company. Consequently, the tangible dimension enhances employee readiness
to respond promptly to consumers’ needs. It has been observed that the quality of tangibles an organi-
zation provides directly correlates with the level of service delivered to consumers (Balinado et al.,, 2021;
Ngaliman and Suharto, 2019).

Hypothesis 1: Tangibility has a positive effect on the satisfaction of SME customers.

2.2.2. Reliability affects customer satisfaction

Parasuraman et al. (1988) introduced the pivotal concept that reliability is the cornerstone of service
performance, as highlighted by Rahaman et al. (2020). Reliability holds a primary position within the
SERVQUAL framework for measuring the service quality. Baumann et al. (2017) define it as the degree to
which customers can rely on the service provided by a business entity. Among the dimensions of service
quality, reliability is regarded as fundamental in influencing customer satisfaction (Zhang et al., 2019). It
signifies the commitment to deliver promised services and complements operational precision (S and
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Devesh, 2019). Moreover, reliability entails the capability to deliver promised services consistently and
the organization’s trustworthiness, particularly in providing services promptly and as agreed upon
(Bungatang and Reynel, 2021).

Research conducted by Kant and Jaiswal (2017) and Pakurér et al. (2019) provides robust evidence of
a significant correlation between reliability and customer satisfaction within the banking sector. Khan
et al. (2021) explored the positive relationship between the reliability of mobile banking services and
customer satisfaction.

Hypothesis 2: Reliability has a positive effect on the satisfaction of SME customers.

2.2.3. Responsiveness affects customer satisfaction

Parasuraman et al. (1988) emphasized that employee responsiveness encompasses various aspects,
including providing accurate completion estimates to customers, offering undivided attention, promoting
helpfulness, and aligning responses with customer needs. Responsiveness evaluates the speed at which
employees deliver timely and appropriate assistance, as noted by Endara et al. (2019). This capability to
promptly fulfill assigned tasks, manually or electronically, is termed responsiveness, according to Uddin
et al. (2015). Vencataya et al. (2019) confirmed that responsiveness significantly predicts customer satis-
faction in the banking sector of Mauritius. Moreover, responsiveness has been shown to significantly
influence customer satisfaction in various studies significantly (Abdelhadi, 2021; Kant and Jaiswal, 2017;
Khan et al.,, 2021; Rahaman et al., 2020).

It is essential to define responsiveness as employees’ willingness or desire to assist and provide the
services required by consumers (Rahaman et al,, 2020). Allowing consumers to wait, especially without
an apparent reason, can create a negative impression that should be avoided at all costs. Addressing
such errors promptly is not just crucial, but also of utmost importance, as it can significantly impact the
overall customer experience (Bungatang and Reynel, 2021).

Hypothesis 3: Responsiveness has a positive effect on the satisfaction of SME customers.

2.2.4. Assurance affects customer satisfaction

Gronroos (1984) initially identified assurance as the foremost dimension of service quality, although
Parasuraman et al. (1994) later positioned it fourth. Assurance encompasses expertise, courtesy, and
employees’ ability to inspire trust and confidence during interactions (Zeithaml et al., 1990). This
dimension involves keeping customers well-informed in a language they understand and attentively
listen to, regardless of their educational background, age, or nationality. Assurance is closely linked to
the sense of security that customers feel during banking transactions (Ennew et al., 2013) and exhib-
its a direct and positive correlation with customer satisfaction in the banking sector (Pakurar
et al., 2019).

Balinado et al. (2021) highlight assurance as a fundamental dimension of service quality that signifi-
cantly influences customer satisfaction. They emphasized that the demonstration of acquired knowledge
by staff in catering to customer preferences during service delivery can be highly assuring. Empirical
studies show a favorable connection between assurance and customer satisfaction (Etana, 2021; Kant
and Jaiswal, 2017; Khan et al., 2021; Yarimoglu, 2014).

Hypothesis 4: Assurance has a positive effect on the satisfaction of SME customers.

2.2.5. Empathy affects customer satisfaction

Empathy is defined as an individual’s reaction to others’ observed experiences (Davis, 1983). This find-
ing suggests that empathy encompasses both cognitive and emotional responses. It entails consider-
ation, personalized attention, and provision of customized services to clients (Parasuraman et al.,
1994). Empathy involves fostering the perception that each customer is unique. Quantitative research
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on service quality has consistently focused on safety, trustworthiness, and empathy. Empathy is fun-
damental to supportive and compassionate interactions, making it indispensable to service provision
(Bove, 2019).

Empathy involves service providers demonstrating care, offering personalized attention to customers,
treating them as valuable assets, and consistently displaying courtesy (Mi Jeon et al,, 2013). These behav-
iors also play a pivotal role in determining consumer loyalty (Prentice, 2013). As stated in Balinado et al.
(2021), Gunasekar et al. (2021), Khan et al. (2021), and Markovic et al. (2018), empathy positively affects
customer satisfaction.

Hypothesis 5: Empathy has a positive effect on the satisfaction of SME customers.

2.2.6. Customer satisfaction affects customer loyalty

The loyalty of a firm's customers has been recognized as the dominant factor in a business organization’s
success (Kandampully and Suhartanto, 2000). Customer satisfaction is paramount in all marketing endeav-
ors of a market-oriented firm. It is crucial for fulfilling the firm's objectives, including business expansion,
securing a larger market share, and fostering repeat and referral businesses, all of which contribute to
enhanced profitability (Barsky, 1992).

Research by Cronin and Taylor (1992) in various service sectors, including banking, has revealed that
customer satisfaction strongly influences future purchase intentions. They posit that satisfaction increases
the likelihood of customers continuing to engage with a firm, thus fostering ongoing transactions.
Similarly, McAlexander et al. (1994) discovered that patient satisfaction and service quality significantly
impacted future purchase intentions in the healthcare sector.

Maintaining customer loyalty to bank services is crucial for the long-term survival of a bank organiza-
tion on a global scale (Supriyanto et al., 2021). Service quality and customer satisfaction are key factors
that must be investigated to understand their influence on customer loyalty. Organizations that foster
customer loyalty tend to experience higher levels of customer satisfaction (Supriyanto et al., 2021). Ariff
et al. (2013) emphasize that customers remain loyal only when they are satisfied with the services
provided.

Hypothesis 6: Customer satisfaction positively affects the loyalty of SME customers.

3. Methodology
3.1. Sample

According to Hair et al. (2017), the recommended range for the minimum sample size is between 100
and 150, or a minimum of five times the sample size required to estimate a parameter, as indicated by
Bollen (1989). To establish an adequate sample size for this research, the authors opted for Bollen’s (1989)
approach, which involves computing n*5 observations, where n represents the estimated parameter or
scaling factor for the variables under consideration. A total of 411 forms were issued, with 376 forms
collected after the survey, representing 91.5% of the distributed forms. This meets the requirements for
both the quantity and composition of the sample. Consequently, the sample size suitable for analysis
includes 376 observations.

3.2. Research model

3.3. Methodology

The study employed a combined approach involving both qualitative and formal research methods. Data
collection was conducted through verbal interviews with participants using qualitative techniques.
Notably, these individuals provided written informed consent, allowing the researchers to exclusively
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utilize the gathered information for this study and its subsequent publication in an academic journal. The
interview participants typically included experts and professionals, such as credit officers, supervisors,
and managerial personnel from selected commercial banks in Ho Chi Minh City.

Expert interviews were conducted in the preliminary research phase to identify the factors influencing
the loan service quality of SMEs customers at selected Viethamese commercial banks. These factors were
refined and adjusted based on the proposed research model. Based on the expert consensus rate calcu-
lation, the identified factors were re-evaluated to ensure relevance within the Vietnamese context. The
assessment of expert interview reliability was determined using Krippendorff's alpha coefficient (Kalpha),
a metric used to gauge reliability quality in expert interviews (Hayes and Krippendorff, 2007). Notably,
they established that a Kalpha value of 1 signifies perfect reliability or a dependable consensus ratio,
whereas a Kalpha values of 0.8 are generally accepted as the benchmark for good reliability, does not
fall below 0.6. Consequently, factors with an expert consensus rate in the paper of 75% m, which exceeds
60 percent, encompassing reliability, relevance, timeliness, confidentiality, and ease of use as outlined by
experts, were retained. The following factors were included in the SERVQUAL model: reliability, respon-
siveness, assurance, tangibles, and empathy (Parasuraman et al.,, 1988). Following the expert interviews’
results, five validated and adjusted elements-reliability, responsiveness, assurance, tangibles, and empa-
thy (Figure 1) — were chosen to assess their impact on SMEs’ satisfaction.

Subsequently, quantitative research was conducted to refine the initial scales established during the
qualitative phase. The survey was designed by considering constructs measured using and adapting
existing scale items from the literature and previous studies (Appendix 1). Responses were rated on a
five-point Likert scale, ranging from ‘completely disagree’ to ‘completely agree! A double-masked
back-translation process translated the items from Vietnamese to English.

Following this qualitative study, the outcomes led to the creation of a survey questionnaire for SME
customers. The authors encoded these scales and utilized SmartPLS software to assess scale reliability,
perform exploratory factor analysis, and construct multiple linear regression models based on aggre-
gated survey data. Various tests were executed to ensure the robustness and reliability of the research
findings.

3.4. Ethical approval statement

Research methods encompass both qualitative and quantitative approaches. The qualitative method of
research focuses on interviews with banking experts. The authors approached these experts, who had
participated in previous conferences—specifically, the Conference of Finance for Sustainable Development
2023, the International Conference on Business Based on Digital Platform (BDP 3), and the 8th International
Conference on Accounting and Finance (ICOAF 2023)—by scheduling appointments for in-depth
interviews.

Participation in the study was secured by obtaining the interviewees' agreement to discuss
banking-related information through a structured questionnaire during the in-depth interviews. This pro-
cess aimed to identify the factors influencing the research and allowed the information to be disclosed

Tangibility (TA)

Reliability (RE)

Satisfaction of SME Ho6(+) .| Customer loyalty
customers (SA) (CL)

Responsiveness (R)

A

Assurance (A)

Empathy (E)

Figure 1. Research model.
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in this article. Furthermore, the interviewees consented to and assigned all rights to the authors to use
the verbal data for this study. Additionally, all questions were designed based on the interviewees’
knowledge and skills to provide evidence supporting the authors’ assessments.

The University of Finance — Marketing’s ethics committee granted ethical approval to the researchers.
During data collection, the researchers adhered to the Decree on the Protection of Personal Data (Decree
No. 13/2023/ND-CP, April 17, 2023) (Vietnam, 2023), ensuring the anonymity and confidentiality of the
respondents throughout the study.

4. Research results and discussions
4.1. Research results

First, the reliability and validity of constructs are shown in Table 1.

Based on Table 1, the author tested the construct reliability by calculating Cronbach’s alpha and com-
posite reliability for each construct. All constructs have Cronbach’s alpha values above 0.7, which sug-
gests that the constructs are acceptable (Taber, 2018). In addition, according to Hair et al. (2017), the
composite reliability (CR) and average variance extracted (AVE) should be greater than 0.7, and 0.5
respectively to establish reliability and convergent validity, respectively. All the constructs satisfy the con-
ditions of CR and AVE, so they have reliability and convergent validity.

Table 2 presents the evaluation of discriminant validity using the Fornell-Larcker criterion as recom-
mended by Fornell and Larcker (1981). This criterion is widely employed to assess the extent of common
variance among the latent variables within the model. The Fornell-Larcker criterion is met when the
square root of Average Variance Extracted (AVE) values is greater than the (partial) cross-loadings in the
corresponding column and row (Fornell and Larcker, 1981), affirming the robust discriminant validity of
the scales.

To assess discriminant validity using the PLS approach, Heterotrait-Monotrait correlation values below
0.900 were considered acceptable (Henseler et al., 2015). The computed values, as presented in Table 3,
fall below this threshold, confirming the acceptance of discriminant validity. These results underscore the
reliability and validity of the measurement scales (Henseler et al., 2015), thus establishing the validity of
the research model. Furthermore, both the predictive capability of the model and causal relationships
among the variable constructs were statistically significant (Figure 2).

Figure 2 illustrates that the R-squared value for the estimated equation is 0.567, signifying statistical
significance at the 1 percent level. Furthermore, the adjusted R-square indicates that 56.7% of the varia-
tion in the satisfaction of customers of small and medium-sized enterprises (SMEs) can be attributed to
factors such as tangibility, reliability, responsiveness, assurance, and technological innovation.

Table 1. Composite reliability.

Cronbach’s alpha Composite reliability (CR) Average variance extracted (AVE)

A 0.882 0.882 0.628
CL 0.917 0.915 0.809
E 0.854 0.872 0.641
R 0.809 0.836 0.593
RE 0.878 0.884 0.707
SA 0.998 0.998 0.996
TA 0.964 0.967 0.903
Table 2. Composite reliability.

A CL E R RE SA TA
A 0.793
CL 0.289 0.899
E 0.382 0.417 0.800
R 0.333 0.443 0.601 0.770
RE 0.428 0.509 0.578 0.498 0.841
SA 0.530 0.577 0.627 0.626 0.618 0.998

TA 0.327 0.350 0.508 0.539 0.469 0.536 0.950
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Table 3. Heterotrait-monotrait ratio (HTMT) - Matrix.
A CcL E R RE SA TA

CL 0.315

E 0.450 0.463

R 0.409 0.505 0.711

RE 0.486 0.561 0.671 0.602

SA 0.563 0.593 0.676 0.702 0.664

TA 0.355 0.364 0.546 0.619 0.512 0.545

TA1

0.945 (0.000)
0.946 (0. 000)

0.957 (0. ooo)
TA3

0.954 (0. 000)
/ tangibility
TA4
RE1
0.920 (0.000
RE2 - [( )
0.909 (0. 000) SA1 SA2 cu CcL2
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Figure 2. Structural equation modeling (PLS- SEM).

Table 4 presents the comprehensive results of employing the analytical bootstrapping method to
examine the hypotheses. This approach assesses the significance level of the relationships between vari-
ables by employing a 5000-re-sampling bootstrapping procedure implemented using SmartPLS.

The results displayed in Table 4 indicate that service quality’s attributes such as tangibility, reliability,
responsiveness, assurance, and empathy exert a notable and statistically significant influence on the sat-
isfaction of small and medium-sized enterprises (SMEs) utilizing loan credit. Additionally, the satisfaction
of SMEs’ customers positively affects loyalty. This is evident from all p-values being below 5%.
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Table 4. Hypothesis testing.

Hypotheses Path B P-values Decision
H1 Tangibility -> Satisfaction of SMEs’ customers 0.118 0.017 Accept
H2 Reliability -> Satisfaction of SMEs’ customers 0.222 0.000 Accept
H3 Responsiveness -> Satisfaction of SMEs’ customers 0.256 0.000 Accept
H4 Assurance -> Satisfaction of SMEs’ customers 0.236 0.000 Accept
H5 Empathy -> Satisfaction of SMEs’ customers 0.195 0.000 Accept
H6 Satisfaction of SMEs’ customers -> Loyalty of 0.577 0.000 Accept

SMEs’ customers

Table 5. Inner VIF values.

VIF
Tangibility -> customer satisfaction 1.588
Assurance -> customer satisfaction 1.285
Customer satisfaction -> customer loyalty 1.000
Empathy -> customer satisfaction 1.959
Reliability -> customer satisfaction 1.738
Responsiveness -> customer satisfaction 1.821

Consequently, all hypotheses put forth in this context were affirmed. The corresponding path coefficients
were as follows:

Tangibility affects the satisfaction of SMEs’ customers with the coefficient of 0.118 and p-value of 0.017.
Reliability affects the satisfaction of SMEs’ customers with the coefficient of 0.222 and p-value of 0.000.

Responsiveness affects the satisfaction of SMEs’ customers with the coefficient of 0.256 and p-value of
0.000.

Assurance affects the satisfaction of SMEs' customers with the coefficient of 0.236 and p-value of 0.000.
Empathy affects the satisfaction of SMEs’ customers with the coefficient of 0.195 and p-value of 0.000.

The satisfaction of SMEs' customers affects their loyalty with the coefficient of 0.577 and p-value of 0.000.

Table 5 presents the outcomes of the Inner VIF assessments, aimed at detecting multicollinearity.
According to Hair et al. (2013), multicollinearity is present in the model when VIF values surpass 4.0. In
Table 5, all the VIF values adhere to the recommended threshold, signifying the absence of multicol-
linearity. Consequently, the model is deemed trustworthy and unbiased in its estimation.

4.2. Discussions

The authors relied on the magnitude of the regression coefficients to assess the impact of service qual-
ity attributes on SMEs’ satisfaction. From the results, we found that the hypotheses were accepted at the
5% level of statistical significance. The impact of factors related to the quality of loan services on the
satisfaction of SMEs at state-owned commercial banks is arranged in descending order of the regression
coefficients. Specifically, the highest impact coefficient was associated with responsiveness, followed by
Assurance, Reliability, Empathy, and Tangibility. The findings confirm Parasuraman’s SERVQUAL model,
which was chosen in this study because it has been widely used to assess the attributes of service
quality affecting customer satisfaction (Hasan et al, 2016; Izah and Wan Zulqurnain, 2005; Munusamy
et al., 2010).

First, the responsiveness factor, with a coefficient of 0.256, being greater than 0, positively affects the
satisfaction regarding the quality of loan services offered by commercial banks in Vietnam, specifically
within the Ho Chi Minh City region. These findings are consistent with those of previous studies (Abdelhadi,
2021; Bungatang and Reynel, 2021; Kant and Jaiswal, 2017; Khan et al, 2021; Rahaman et al., 2020).

Second, Assurance, with a coefficient of 0.236, ranks second in terms of its positive influence on SMEs
concerning the caliber of loan services provided to them by commercial banks in Vietnam. This positive
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effect is particularly notable in Ho Chi Minh City, which is consistent with studies by Etana (2021), Kant
and Jaiswal (2017), Khan et al. (2021), Yarimoglu (2014), and Balinado et al. (2021).

Third, the Reliability factor with a coefficient of 0.222 ranks third in terms of its positive influence on
the content of SMEs concerning the caliber of loan services provided to them by commercial banks in
Vietnam. These findings are consistent with those of Etana (2021), Kant and Jaiswal (2017), Khan et al.
(2021), Pakurar et al. (2019), and Balinado et al. (2021).

The Empathy factor, with a coefficient of 0.195, holds the fourth position in terms of its positive
impact on the satisfaction regarding the quality of loan services offered by commercial banks in Vietnam.
These results are consistent with those of Balinado et al. (2021), Gunasekar et al. (2021), Khan et al.
(2021), and Markovic et al. (2018).

Tangibility within the spectrum of loan service quality has the least notable effect on the satisfaction
of small and medium-sized business clients within commercial banks in Vietnam, particularly in Ho Chi
Minh City. This is apparent from the lowest standardized beta coefficient recorded at 0.118. Despite its
lower impact, the tangibility factor still positively influences the satisfaction of SME customers, a finding
supported by statistical significance, as noted in the studies by Balinado et al. (2021) and Ngaliman and
Suharto (2019).

Service quality is essential to gain a competitive advantage in the marketplace, and it also helps to
satisfy customers’ demands, especially in service industries (Parasuraman et al., 1994). In addition,
commercial banks (especially state-owned commercial banks) in Vietnam are becoming increasingly
concerned about the quality of services provided to customers, especially SMEs. The State Bank of
Vietnam (SBV) has set a reduced upper limit on interest rates for short-term loans in Viethamese Dong
aimed at priority development sectors, including SMEs, which is 1-2% lower annually compared to the
regular production and business sectors. Additionally, with the issuance of Circular No. 02/2023/
TT-NHNN on April 23, 2023, ‘guiding credit institutions and foreign bank branches on debt restructur-
ing and classification retention to aid borrowers facing difficulties, the circular underscores the gov-
ernment’s backing for customers involved in lending activities with commercial banks. Agribank
allocates 10,000 billion Vietnam Dong (VND) to implement preferential credit programs for SME cus-
tomers with attractive interest rates by 2023. Agribank also earmarked over 50,000 billion VND to
implement various synchronized preferential credit programs for import-export customers and the
forestry and aquatic product sectors. VietinBank, another bank in Vietnam, continues to lower interest
rates for SME business loans by 2023, with adjusted rates starting from 5.9% per annum. The scale of
the interest rate incentive package reaches up to 15,000 billion VND, which aims to assist SMEs in
their operations.

Finally, as stated in the literature, the findings also confirm the positive effect of customer satisfaction
on customer loyalty, because the coefficient is higher than 0 (3=0.577). These findings are consistent
with those of Cronin and Taylor (1992), Supriyanto et al. (2021), and Ariff et al. (2013). They suggested
that satisfaction boosts the probability of customers remaining involved with the company, thereby
encouraging sustained transactions.

5. Conclusions and limitations

Employing a combination of qualitative and quantitative research techniques, this study examined the
influence of service quality on SMEs' satisfaction and their relationship with loyalty. The results confirm
that five service quality attributes—tangibility, reliability, responsiveness, assurance, and empathy—posi-
tively influence customer satisfaction. Furthermore, SME customer satisfaction positively correlates with
loyalty when utilizing loans provided by commercial banks in Vietnam.

Although specific results have been obtained, some limitations still exist. First, the sample was limited
to Ho Chi Minh City; therefore, the results were only achieved with a certain level of confidence. Therefore,
it is possible for future studies to widen the scope of surveys across the country instead of just within
Ho Chi Minh City. Second, future studies could implement the SERVPERF model instead of the
SERVQUAL model.
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APPENDIX I Scales of the study.

NO CODE/ FACTOR ITEM SOURCES
1 Tangibility
TA1 Commercial banks modern machinery. Fida et al. (2020) and Balinado et al.
1.2 TA2 Commercial banks feature good facilities, a spacious (2021)
building, and a well-organized layout.
13 TA3 Commercial banks offer brochures containing

comprehensive information about loan services for
small and medium-sized enterprises.

14 TA4 Commercial banks have enough spaces for customer
parking.
2 Reliability
2.1 RE1 Commercial banks deliver loan services in line with its  Fida et al. (2020) and Balinado et al.
commitments to small and medium-sized enterprises. (2021)
2.2 RE2 All the discussed loan services to small and
medium-sized enterprises were done accurately.
2.3 RE3 Commercial banks ensure customers’ transactions and
records are kept confidential.
2.4 RE4 Commercial bank staff clearly and convincingly explain

loan services for small and medium-sized enterprises,
providing detailed instructions.

2.5 RE5 Commercial banks guarantee service completion time.
3 Responsiveness
3.1 R1 The staff demonstrate a willingness to meet customers’ Fida et al. (2020) and Balinado et al.
needs. (2021)
3.2 R2 Quick resolution of any complaints.
33 R3 Prompt fulfillment of customer requirements.
34 R4 The staff ensure timely service delivery, even during
peak hours.
35 R5 Incorporating customer feedback to enhance our loan
services.
4 Assurance
4.1 Al Commercial banks staff consistently respect and Balinado et al. (2021), Etana (2021)
maintain the confidentiality of information regarding and Khan et al. (2021)
small and medium-sized enterprises loans.
4.2 A2 Commercial banks ensure the confidentiality and privacy
of our customers’ transactions.
43 A3 Commercial banks' staff possess sufficient professional
knowledge and experience to address all customer
requests.
44 A4 Commercial banks'’ staff consistently demonstrate

confidence in processing and executing loan
transactions for small and medium-sized enterprises.

4.5 A5 All customer concerns and requests were done.
4.6 A6 Commercial banks’ staff allocate customers’ waiting time
for service appropriately.
5 Empathy
5.1 E1 Service staffs apologize when committing mistakes. Balinado et al. (2021) and Khan
5.2 E2 Commercial banks notify customers in advance if there et al. (2021)
are any changes to the promised the terms of loan
services.
53 E3 Commercial banks do not discriminate against
customers.
54 E4 Commercial banks provide the convenient schedule for
customers.
5.5 E5 Commercial banks' staff understand and provide for the
special needs of customers.
6 Customers satisfaction
6.1 SA1 | am satisfied with the quality of loan services offered Balinado et al. (2021)
to small and medium-sized enterprises.
6.2 SA2 | am satisfied with the features provided by loan
services to small and medium-sized enterprises.
6.3 SA3 I intend to keep using the bank’s lending services to
small and medium-sized enterprises.
7 Customer loyalty
7.1 CL1 | consider commercial banks as my first choice for loan Markovic et al. (2018) and
services. Supriyanto et al. (2021)
7.2 CcL2 | am committed to maintaining my relationship with
commercial banks.
73 L3 | am loyal to commercial banks.
7.4 CL4 | plan to use the loan services of commercial banks

more frequently.
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