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Abstract

Doing business in a competitive and dynamic environment requires companies to continually improve and enhance their business
performance and capabilities. One of the key determinants of the survival of the company in such circumstances is the
application of total quality management. In recent years, the company management is more focused on total quality management,
which leads to maximizing customer satisfaction and loyalty. The aim of this study is focused at examining the attitudes of
corporate clients on a variety of elements implemented TQM process, provided by bank. For the study, data were collected using
the survey method and the statistical analysis such as correlation and multiple regression analysis. Results of the research point
out that top management commitment, courtesy and responsibility towards our customers as significant factors of satisfaction.
Study results help bank managers to identify quality elements that need to be improved, to increase the level of customer
satisfaction and enhance their business.
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1. Introduction

In recent years, modern-oriented companies are subjected to numerous economic, political, technological and
social changes. Increasing competitive struggle, the appearance of new knowledge and technology, information and
communication capabilities, constantly increasing needs and demands of consumers, the new regulations and the
likewise, influenced the emergence of a new philosophy of business companies. During the '80s, in the business
world, appeared a new management concept-quality management (QM). Total Quality involves the implementation
of total quality management (TQM) that is used to integrate business operations to create products /services with
maximum quality. Quality has become a key element in the survival of the companies in the competitive market [1].
Delivering high quality products and services leads to achieving and maintaining competitive advantage [2].
Because business success lies in its ability to effectively implement total quality system that will maintain a high
level of quality products and / or services at a relatively minimal cost.

TQM has emerged as a response of successful companies to rapid and significant changes in the environment.
Over the years, there have been altered needs and demands of customers primarily in terms of a higher level of
quality products and services at lower prices. To be able to identify the requirements and expectations of customers
and respond quickly to identified requirements, it is necessary to systematize and develop a set of approaches and
methods that are commonly referred to as TQM.

According to the study by Mehra et al. [3], TQM concept should be seen as a consumer-oriented concept. It is a
system that starts with consumers and ends with them. The basis of TQM lies in creating value for customers,
continuous improvement and quality advancement, accurate and precise measurement of the performance of each
business process, as well as the teamwork of human resources. Successful implementation of TQM improves
organizational performance of companies and leads to a high degree of satisfaction to consumers and employees.

TQM system refers not only to the quality of products, but also includes the quality of the services sector [4]. For
the successful implementation of TQM practices, in addition to identifying the key dimensions of TQM, of great
importance is performance measurement [5]. Based on a study [6], consumer satisfaction is a key dimension of
determining the quality of services provided by the organization and, as such, is a key feature of TQM [7]. Although
there are a number of scientific research dealing with the study of the relationship of TQM, business performance
and customer satisfaction in the services sector [4, 8, 9], this study aims to effectively contribute to and support the
importance of the implementation of total quality management on customers' satisfaction and improve performance
in the banking sector. The aim of this study was to investigate the nature of the practice of total quality management
(TQM) and its relationship to customer satisfaction. Empirical research was conducted on a sample of 124
respondents, who are managers of small and medium enterprises that operate through banks in the Republic of
Serbia. The results of this research will help bank management to improve the performance of their service offers to
the ultimate aim to improve and enhance the overall organizational performance of companies.

2. Literature review
2.1. The essence and characteristics of TOM

In order to achieve business success, many companies implement TQM as one of the important techniques of
quality improvement. TQM has been applied in a variety of sectors around the world. Although he found wide
application in many organizations, there is no generally accepted definition of TQM, but as a concept is interpreted
in different ways. According to ISO standards, TQM is defined as an approach to organizational management that is
focused on quality and based on the activities of all members of the organization, in order to achieve long-term
success through customer satisfaction, and benefits all members of the organization and the community. Total
quality can be seen as a way to manage business processes in order to ensure total customer satisfaction at every
level [10]. It is a concept that enables efficient operation of enterprises and increase competitiveness. Stevenson
defines Total Quality as a business philosophy based on the involvement of all stakeholders in the company in order
to achieve adequate quality [11]. The contributions of Deming, Juran, and Crosby to improving total quality
management have had a most important impact on managers and organizations around the world [12].

The key elements of the concept of TQM are [13]:
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Focus on Consumers

Continually increasing customer satisfaction
Continuous reduction of real costs

A systematic approach

Horizontal integration of functions and classes
Participation of all employees

Inclusion of supply chain and customer chain

Agus and Hassan [14] have identified four important elements of TQM practices namely:

Supplier Relations

Benchmarking

Quality

Measurement

Continuous Process Improvement.

Orientation to customers is the foundation of TQM system. This means that companies create products and
services in accordance with the needs and demands of consumers. The customers’ needs should be fully integrated
into the design and development of products and services [15]. In fact, all business activities in companies are
starting to research and identifying the needs and desires of consumers, and ending by delivering value products and
services that are appropriate to their expectations [16]. Additionally, of great importance is the involvement of all
stakeholders in the process of creating products and services, so products / services could with its quality, fully met
or exceeded the needs of consumers.

The businesses must become highly effective through understanding their customers’ needs through training of
employees to develop specific skills [17]. The customer satisfaction is effective in quality management and it has the
most important role while implementing TQM [18]. Agus et al. [19] points out to the fact that implementing TQM
strengthens a company’s customer satisfaction and improves its financial performance.

However, it is not enough to provide a high quality of products / services, but also a proof that it is the quality
that is internationally recognized. In the world there are over a million companies in different areas whose quality is
maintained and improved through the ISO 9000. In other words, in order to effectively implement the quality
management system (QMS) in a variety of organizations, it is understood its compliance with ISO 9000 standards.
Application of ISO 9000 series is a function of the integrated quality assurance and is the base for TQM (Total
Quality Management), which provides the highest domain of enterprise management. The standards prescribe the
basic principles for the functioning of the company and are aimed at forming the basis for quality improvement. ISO
9000 aims to establish methods of preventive action in work processes and thus to make decisions in a rational
manner with relatively minimal cost [20, 21].

If a company wants to prove and demonstrate that it provides the products in accordance with customers
requirements and certain regulations, to increase customer satisfaction by successful implementation and continuous
improvement of the system, then it applies standard ISO 9001: 2008, in order to achieve specification requirements
for a quality management system [22].

Numerous organizations which are formed on the model of TQM strive to meet the expectations and needs of
many stakeholders: customers, shareholders, owners, investors, employees, partners and suppliers [23]. However,
the central figure is consumer. In order to meet consumer demands, it is necessary to implement the quality
management system (QMS) that complies with the requirements of ISO 9001.

2.2. The relationship of TOM and customer satisfaction

In the marketing and management literature, the concept of customer satisfaction attracts the attention of many
authors. Customer satisfaction is the relation between expectations and perceived performance of their
products/services [24]. Consumer satisfaction towards the product/service is measured by the performances of the
products/services, given that the satisfaction of such a variable that is not a precise measurement. Therefore, many
researchers, by measuring satisfaction, endeavor to quantitatively and objectively express their perception of
consumers. The concept of satisfaction is inextricably linked to the loyalty of consumers. A loyal customer is one
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who will be interested in the company and its products and/or services over a long period of time, and who will be
willing to recommend the company to other potential customers. It is believed that customer satisfaction is the
necessary condition for their loyalty and retention, leading to the achievement of long-term financial results.

The concept of total quality management is seen as a consumer-oriented concept being implemented with the aim
of building a high level of customer satisfaction and loyalty. One of the key aims of TQM is to maximize customer
satisfaction. Satisfied customers are the ones who will eventually become loyal, and willing to share the good
impression of the company and the purchase will be repeated in the future.

In this context, companies need to develop and deliver products/services to consumers with the features and
performance that are appropriate to their expectations. Quality of products/services can be assessed by measuring
satisfaction and loyalty. Therefore, the quality of the products and/or services, which is expressed through
satisfaction, can be seen as a relationship between objective performance and consumer expectations [25].

Each company is focused on satistying and overcoming the expected needs and desires of consumers, leading to
their loyalty. Ensuring loyalty means the realization of long-term profitability. In order to achieve this, it is
necessary for a business process, which are generated in the products and / or services, to be contained in the
elemental model TQM. The first step in this model involves researching and identifying consumer needs and wants.
After that, it is necessary that a company with its product (features, performance, technical specifications, plans,
etc.). Adapt the established expectations of potential consumers. The last step of this set of TQM is the delivery of
the products leads to higher customer satisfaction [23].

In modern literature, one can find numerous studies that indicate the existence of a high degree of positive
correlation between consumer satisfaction, performance improvement and TQM models [6, 26, 27, 28]. The positive
linkage between total quality management and customer satisfaction leads to the ultimate goal- the improvement of
organizational performance.

3. Research methodology

In order to investigate the degree of customer satisfaction by key variables implemented in TQM process,
empirical research is conducted. The primary data for the analysis were collected using surveys. The questionnaire
included 14 conclusions relating to the quality of the different variables in the banking service, and the three
statements related to the measurement of the degree of satisfaction. Variables were selected and adapted from
relevant studies [6, 29, 30]. Surveyed respondents level of agreement with the given conclusions expressed in 7-
level scale (1-strongly disagree with the statement and 7 - absolutely agree with the statement).

The field survey included 124 companies, where managers of companies rated bank which conducted its business
transactions, based on the quality of the services it provides. These are corporate clients of banks that are among the
small and medium-sized enterprises operating in the territory of the Republic of Serbia. Data were collected in the
period from 25. 02. - 10. 05. 2014. Before field research was performed, preliminary test on a small sample of 10
subjects, made of students, was carried out. The main purpose of the testing, prior to the implementation of field
research, involved the examination of whether there is some ambiguity in the formulation of the claim, and shall be
corrected.

In this study, the analysis of the collected data was conducted by the two statistical techniques: correlation and
multiple regression analysis. To determine the degree of reliability of the identified variables and the internal
consistency of their statements, we used Cronbach’s coefficient alpha. Correlation analysis was performed in order
to establish the degree of correlation between the variables of TQM and customer satisfaction. Finally, by
implementation of multiple regression, statistical significance of the impact of the identified variable quality of
service banks offer, on the satisfaction of corporate clients, was determined. The problem of multicollinearity is
examined by value Variance inflation factor (VIF). The analysis of primary data was done in Statistical Package for
Social Sciences SPSS (The Statistical Package for the Social Sciences).

4. Results and discussion

Through the statistical package SPSS, were first calculated the value of the coefficient of reliability- Cronbach’s
alpha [31], to check the internal consistency of the statements that were formed around the same variables. The
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values of the alpha coefficient range and interval from 0 to 1, where it is recommended that the values are greater
than 0.7 [32]. In this study, the variables implemented TQM (commitment of top management, courtesy,
responsibility, tangible elements) and satisfaction show a high degree of reliability (Table 1), because the resulting
high levels of alpha coefficients ranging in the interval from 0.715 to 0.905, and therefore confirmed the internal
consistency of their associated statements.

Table 1. Reliability of variable- value of Cronbach’s alpha

Variables Cronbach’s alpha
Commitment of top management 0.804
Courtesy 0.849
Responsibility 0.735
Tangible elements 0.715
Satisfaction 0.905

The first step was performed by correlation analysis of the variables of TQM and customer satisfaction, in order
to determine the extent of their interdependence. The obtained values of Pearson's correlation coefficient showed
that all variables generate significant positive correlation with customer satisfaction banks. “Commitment of top
management” and “Responsibility” demonstrate a high degree of correlation between “Courtesy” and customer
satisfaction appears moderate correlation, while “Tangible elements" show poor correlation with customer
satisfaction (Table 2).

Table 2. Correlation between variables of TQM and customer satisfaction in banking

TQM variables Correlation coefficients with customer satisfaction
Commitment of top management 0.602%*
Courtesy 0.387%*
Responsibility 0.623%*
Tangible elements 0.243%*

**Correlation is significant at the 0.01 level (2-tailed)

Table 3. Results of the multiple regression analysis (dependent variable: satisfaction)

TQM variables B t VIF

Commitment of top management 0.473%* 5.772 1.473
Courtesy 0.159* 2.105 1.250
Responsibility 0.254%* 3.403 1.225
Tangible elements -0.037™ -0.468 1.336

Results are significant at the level: p < 0.01 (**); Results are significant at the level: p <0.05 (*);
Results are not significant at the level: p > 0.05(ns); R? = 0.457

Finally, the implementation of multiple regression determined the effect of four independent variables
(commitment of top management, courtesy, responsibility, tangible elements) in satisfaction as the dependent
variable. Located regressions are presented in Table 3 indicate a significant effect of three independent variables:
“Commitment of top management” (B = 0.473, t =5.772), “Courtesy” (8 = 0.159, t = 2.105) and Responsibility (3 =
0.254, t = 3.403) . In the case of Tangible elements (B = - 0.037, t = - 0.468) no statistically significant effect.
Independent variables explain about 46% of the variability of the dependent variable. Through the VIF values, the
tested and the problem of multicollinearity. If the given coefficient value to be greater than 5 [33], multicollinearity
occurs as a problem. In this study were obtained by appropriate values of the VIF coefficient in the range of 1.250 to
1.473.
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5. Conclusion

The success of any organization is determined by the behavior of consumers, so they need to understand and
realize the current and future needs and expectations of consumers, strive to meet their requirements, and even
exceed their expectations. The primary purpose of any organization, in this study banking the institution, is to meet
and exceed the expectations and demands of their customers, so customers were satisfied and eventually become
loyal. Modern conditions of banking stress that the service offers high quality best way to achieve competitive
advantage and achieving financial success. In order to achieve this, the business process in which the product is
implemented and/or services must be based on the TQM approach. Banks must continuously work on improving
and improving business processes within which to create financial services.

In this paper we implemented an empirical study to examine the relationship between TQM and customer
satisfaction in the banking industry. Based on the findings of the correlation analysis, it was confirmed that there is a
positive correlation between the four variables of TQM (commitment of top management, courtesy, responsibility,
tangible elements) and customer satisfaction. Based on the obtained results of multiple regression analysis, it was
confirmed that the strongest influence on the satisfaction of clients is realized variable “Commitment of top
management”. The influence of variables “Courtesy” and “Responsibility” also showed statistically significant at the
satisfaction of customers, but the strength of the impact of these variables are inferior to commitment of top
management. The variable “Tangible elements” did not show a significant impact on customer satisfaction.

The results point out that the commitment of top management is crucial for the successful implementation of
TQM. Without the support and understanding of TQM by management at the highest point, there is no effective
implementation of a given system. Bank managers must constantly adapt to the wishes, needs and requirements of
the clients. Also, employees should be polite and ready to help customers at all times. They must understand and
respect their needs and expectations, as reflected in the high level of customer satisfaction to banks and improve the
overall organizational performance of banks. The findings confirm that corporate clients do not give great
importance to the physical elements of the banks, such as the uniform employees, computers’ equipment, decoration
of interior, etc. It is the lack of business and means that bank managers presents considerable attention to improving
the above elements. Based on the research of attitudes of clients, banking institutions can significantly improve and
grow their business. Managers can get valuable information on how customers evaluate the quality of banks and on
this basis to identify where the negative aspects of the quality of banking services. Improving the quality of service
offerings, the bank increase the level of customer satisfaction and loyalty, and achieve higher levels of profitability.

Appendix A. Questionnaire items

Commitment of top management (1-7 Likert scale)

e Focus on the customer

e Focus on what is best for clients

¢ Understanding the financial needs of clients
Courtesy (1-7 Likert scale)

e Courtesy of bank employees

o Trust clients

e The sense of security clients

Responsibility (1-7 Likert scale)

The willingness of the bank employees to help customers

The willingness of the bank employees to respond to customer questions
Speed of service to clients

The accuracy of the services provided to clients

Efforts to solve customer problems

Tangible elements (1-7 Likert scale)

o The interior of the bank is visually appealing
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e Appearance of employees
e Modern equipment
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