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ABSTRACT

This study shows the relationship between service quality, customer satisfaction and customer 
perceived value the study was causal in nature and it include the sample size of 100, the data 
was collected through questionnaires and its contained 29 items, tools for data analysis shows 
that which type of test have been applied. In this research reliability, EFA, CFA and SEM test 
has been applied. Analysis reveals that the service quality effecting customer perceived value 
and service quality effecting customer satisfaction.
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CONCEPTUAL FRAME WORK

Service Quality

Service quality is defined as the degree of discrepancy between customers’ normative 
expectations for service and their perceptions of service performance sited in SamrazHafeez 
and Bakhtiar Muhammad (2012) given by (Parasuraman et al., 1985) Service quality 
can be defined as meeting the needs and expectations of the customer (Smith, 1998). 
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The definition of service quality can be extended to the overall evaluation of a specific 
service with ten service quality dimensions: tangibles, reliability, responsiveness, 
competence, courtesy, credibility, security, access, communication and understanding/
knowing the customer (Parasuraman et al., 1985, 1988). 

Customer Perceived Value

Perceived value has its root in equity theory, which considers the ratio of the consumer’s 
outcome/input to that of the service provider’s out come/input (Oliver &DeSarbo, 1988). 
The equity concept refers to cus tomer evaluation of what is fair, right, or deserved 
for the perceived cost of the offering (Bolton & Lemon, 1999). Perceived costs include 
mone tary payments and nonmonetary sacrifices such as time consumption, energy 
consumption, and stress experienced by consumers. In turn, cus tomer-perceived value 
results from an evaluation of the relative rewards and sacrifices associated with the 
offering. Customers are inclined to feel equitably treated if they perceive that the ratio 
of their outcome to inputs is comparable to the ratio of outcome to inputs experienced 
by the company (Oliver & DeSarbo, 1988).

CUSTOMER SATISFACTION

Satisfaction is defined as the consumer’s fulfillment response, a post consumption 
judgment by the customer that a service provides a pleasing level of consumption-
related fulfillment, including under or over fulfillment Oliver (1997). Satisfaction 
defined by Boshoff and Gray (2004) that satisfaction is not inherent in the product or 
the service itself; rather, satisfaction primarily depends on the customer's perceptions 
of the attributes of the product or service as they relate to that individual. Therefore, 
different customers will express varying levels of satisfaction for the same experience 
or service encounter (Ueltschy et al, 2007).

REVIEW OF LITERATURE

Prabhat (2014): the objectives of their research was to identify the factors underlying 
service quality, consumer satisfaction, consumer commitment and consumer loyalty to 
develop a model of service quality, consumer satisfaction, consumer commitment and 
consumer loyalty and evaluate the relationship between all the variables and to test 
the model for this their null hypothesis were, there is no relationship between service 
quality and consumer satisfaction, there is no relationship between the service quality 
and consumer commitment, there is no relationship between the service quality and 
consumer loyalty, there is no relationship between consumer satisfaction and consumer 
commitment, there is no relationship between consumer commitment and consumer 
loyalty and there is no relationship between consumer satisfaction and consumer 
loyalty, results of the study revealed that the researcher find out four factors in service 
quality, two factors in consumer satisfaction and two factor in consumer commitment 
and all the variables models were fit to data and out of six null hypothesis three were 
supported and three were not supported in other words there is positive cause and 
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effect relationship between service quality and consumer satisfaction, there is positive 
cause and effect relationship between service quality and consumer commitment, there 
is positive cause and effect relationship between service quality and consumer loyalty, 
there is no relationship between consumer commitment and consumer satisfaction, 
there is no relationship between consumer commitment and consumer loyalty and 
there is no relationship between consumer satisfaction and consumer loyalty. 

Yi (1990) having believes on service quality is an important determinant of customer 
satisfaction. The logic behind this belief is that high-quality services offered by a firm 
would lead to high customer satisfaction. This phenomenon becomes common perception 
in the service industry. The nature of this relationship between service quality and 
customer satisfaction is viewed as linear, demonstrating that higher levels of service 
quality result in higher levels of customer satisfaction (Pollack, 2008). Service quality 
is a customer’s overall impression of the relative efficiency of the service provider 
Shin and Kim (2008). They add that service quality is significantly related to customer 
satisfaction. Also, several empirical studies confirm that a higher level of service quality 
is related to a higher level of customer satisfaction (Andreassen and Lindestad, 1998; 
Chang and Wang, 2011; Cronin et al, 2000; Deng et al, 2010; Fornellet al., 1996; Edward 
&Sahadev, 2011; Oliver, 1999; Saha and Theingi, 2009; Spreng and Mackoy, 1996; Yang 
et al., 2009; Wang, 2010).

Customer Perceived value is a terminology that has lately been getting attention 
from marketing researchers Like (Boksberger&Melsen, 2011; Eggert and Ulaga, 2006; 
Fiol and Alcaniz, 2009; Sanchez et al, 2006; Teas & Agarwal, 2000). It can be said in 
another manner that the general definition of value is a consumer's perception of 
the subjective worth of some activity or object considering all net benefits and costs 
of consumption (Babin et al., 1994). Value was also define as a construct formed by 
two parts, one of benefits received (economic, social and relational) and the other of 
sacrifices made (price, time, effort, risk and convenience) by the customer (Roig et al, 
2009). As all over accepted that, offering high value to customer is a key factor for 
creating and maintaining long-term customer relationships (Fiol and Alcaniz, 2009) 
however, companies need to become suppliers of value while all must do it in a different 
way from the others; taking this into account, this skill will allow them to distinguish 
themselves, improve their results and increase their future survival prospects (Roig et 
al,2009) Overall, customer perceived value is a comparison of weighted “get” attributes 
to “give” attributes (Heskett et al.,1994). 

OBJECTIVES 

To identify the factors underlying service quality, customer satisfaction and customer 
perceived value 

To develop a model of service quality, customer satisfaction and customer perceived 
value and evaluate the relationship which shown in the model.
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To test the model.

To open new vista for further study.

Service Quality Customer Satisfaction

Customer Perceived 
Value

NULL HYPOTHESIS

H01: There is no relationship between Service Quality and Customer Satisfaction

H02: There is no relationship between Service Quality and Customer Perceived Value.

H03: There is no relationship between Customer Perceived Value and Customer 
Satisfaction.

RESEARCH METHODOLOGY 

THE STUDY: the study will be causal in nature survey method will be used to 
complete study.

SAMPLE DESIGN

POPULATION: Population of the study was all the passenger of the Indian Railway.

SAMPLE SIZE: 100 respondents was sample size.

SAMPLE ELEMENT: Individual respondent was the sampling element. 

SAMPLING TECHNIQUE: Purposive non random sampling technique was used.

TOOLS USED FOR DATA COLLECTION: For the purpose of data collection, standard 
questionnaire of Parasuraman, Zeithaml and berry (1988) was utilized to measure service 
quality, standard questionnaire of Eggert and Ulaga (2002) was utilized to measure 
customer perceived value and standard questionnaire of Deepak, Jaddip and Barry 
(2002) was utilized to measure customer satisfaction would be on Likert-type scale 1 
to 5, where 1 stands for minimum agreement and 5 stands for maximum agreement.

Tools used for data analysis:

1.  Reliability test was applied to check the reliability of the questionnaire with 
the help of Croanbach’ Alpha

2.  Exploratory Factor analysis was applied using SPSS 18.
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3.  Confirmatory factor analysis was applied using AMOS

4.  Structural equation Modeling was applied using AMOS

RESULT AND DISCUSSION

Reliability

Table 1: Reliability of the Measures which was Used in this Research Paper their 
Results are as Follows

S. NO. Variable Name Cronbach’s Alpha No. of Items

1. Service Quality 0.894 20

2. Customer Satisfaction 0.741 5

3. Customer Perceived Value 0.716 4

The results of the reliability are clearly indicating that all the measures are having reliability 
higher than the book value which is 0.7 hence the questionnaire is highly reliable.

Kaiser – Meyer – Olkin Measures of Sampling Adequacy and Bartlett’s Test of 
Sphericity: The results are shown in the table

Table 2

S. NO. Variable Name KMO Bartlett’s Test of Sphericity DF Sig.

1. Service Quality 0.885 1242.981 190 0.000

2. Customer Satisfaction 0.778 187.943 10 0.000

3. Customer Perceived Value 0.745 131.365 6 0.000

Kaiser – Meyer – Olkin Measures of Sampling Adequacy test was applied to check 
the adequacy of the sample in other words that data was normally distributed or not 
if the value of KMO lies between 0.5 to 1 then data is normally distributed from the 
table we can see that all the measures having the value greaten then the 0.5 hence the 
data is quite adequate to consider the data for factor analysis.

Bartlett’s Test of Sphericity test was applied to check the null hypothesis that item- 
to- item correlation matrix was an identity matrix. The hypothesis was tested through 
Chi- Square test; the values of Chi- Square for service quality (1242.981), customer 
satisfaction (187.943) and customer perceived value (131.365) all are significant at 
0% level of significance. Therefore, null hypothesis was rejected, indicating that the 
item- to- item correlation matrix is not an identity matrix and therefore data of all the 
measures were suitable for the factor analysis.
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Factor Analysis: Principle component factor analysis with varimax rotation was applied 
to find out the underlying factors of the questionnaire. The factor analysis for service 
quality resulted in 4 factors, customer satisfaction resulted in 1 factor and customer 
perceived value resulted in 1 factor. The details about factors of service quality, 
customer satisfaction and customer perceived value the factor name, Eigen value, and 
items converged; factor lodgings and variance% are shown follows:

Table 3: Principal Component Analysis
Service Quality

Factor Name Eigen 
Value

Variance
Explained

Items Converged Factor
Loads

Responsiveness & 
Tangibles

2.889 14.443% 19. visually appealing facilities 0.741
20. visually appealing materials 0.716
12. employees who have the knowledge 0.667
11. consistently courteous 0.579
14. deal with passengers in a caring fashion 0.430

13. passengers individual attention 0.405

Reliability 2.762 13.812% 9. employees that instill confidence in passengers 0.730
2. dependability in handling passenger’s service problems 0.691
10. making passengers feel safe in their Journey 0.688
8. readiness to respond to passengers requests 0.483
4. providing services at the promised time 0.482

Empathy 2.504 12.519% 6. prompts service to the passengers 0.702
5. passenger’s informed when service will be provided 0.668
15. having passenger’s best interests at heart 0.497
7. willingness to help passengers 0.467

Assurance 2.494 12.470% 18. railway has modern equipment 0.675
17. has convenient business hours 0.632
1. provided services as promised 0.566
16. understand the needs of their passengers 0.478
Customer Satisfaction

Customer Satisfaction 2.476 49.527% 25. Over all I am satisfied 0.797
23. managed these in a satisfactory manner 0.728
21. I am satisfied with the quality 0.718
24. satisfied with the interactions 0.650
22. satisfied with the Indian railway cash back program 0.612

Customer Perceived Value
Customer Perceived 
Value

2.160 54.012% 29. overall experience with the Indian railway extremely 
good value

0.767

27. travelling with the Indian railway is highly reasonable 0.764
28. travelling on this Indian railway is very worthwhile 0.725
26. travelling on the Indian railway is a very good deal 0.680

Relationship Between Service Quality, Customer Satisfaction and Customer Perceived
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CFA 

CFA of Service Quality standardized estimates

Figure 1: CFA of Service Quality

After applying EFA on service quality 4 factors of employee behavior were identified 
responsiveness & Tangibles (6 items), reliability (5 items), empathy (4 items) and 
assurance (4 items). CFA was applied and the final composition of factors after CFA 
was - responsiveness &Tangibles (2 items), reliability (4 items), empathy (4 items) and 
assurance (3 items). Therefore the final measure of employee behavior had thirteen 
items, converged tow items, four items, four items and three items respectively on 
each factor. 
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CFA Results

Table 4: CFA Results
X2 DF P-Value CIMN/ DF GFI RMSEA NFI CFI AGFI TLI

Criteria - - >0.05 1<CMIN/
DF<3

≥0.90 <0.05 ≥0.90 ≥0.90 ≥0.90 ≥0.90

Obtained  
Value

64.333 59 0.295 1.090 0.950 0.022 0.901 0.991 0.923 0.988

X2 Chi- Square DF- Degrees of Freedom

GFI Goodness of Fit Index RMSEA- Root Mean Square Error of Approximation

NFI Normated Fit Index CFI- Comparative Fit Index

AGFI Adjusted Fit Index TLI- Tucker – Lewis Index

The results revealed that value of chi square (64.333, DF. = 59) with p- value 0.295 
indicated that model was absolute fit to the data. Other fit indices, viz. GFI, NFI, CFI, 
AGFI, TLI and badness of fit indices such as RMSEA, it can be seen from the table 
4 above, that the values of various fit indices and RAMSEA are as per the specified 
criteria these parameters clearly indicate that this model fits to this data and there is 
no further requirement to refine the model. 

SEM

Figure 3: SEM Model Showing Relationship Between Variable SEM Results 

SEM Standardized Estimates
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Table 5: SEM Results
X2 DF P- Value CIMN/ DF GFI RMSEA NFI CFI AGFI TLI

Criteria - - >0.05 1<CMIN/DF<3 ≥0.90 <0.05 ≥0.90 ≥0.90 ≥0.90 ≥0.90

Obtained 
Value

13.936 8 0.083 1.742 0.975 0.063 0.967 0.985 0.934 0.973

X2 Chi- Square DF- Degrees of Freedom

GFI Goodness of Fit Index RMSEA- Root Mean Square Error of Approximation

NFI Normated Fit Index CFI- Comparative Fit Index

AGFI Adjusted Fit Index TLI- Tucker – Lewis Index

The results revealed that value of chi square (13.936, DF. = 8) with p- value 0.083 
indicated that model was absolute fit to the data. Other fit indices, viz. GFI, NFI, 
CFI, AGFI, TLI and badness of fit indices such as RMSEA, it can be seen from the 
table 4 above that the values of various fit indices and RAMSEA are as per the 
specified criteria these parameters clearly indicate that this model fits to this data 
and there is no further requirement to refine the model. 

Regression Weights: (Group Number 1 - Default Model)

Estimate S.E. C.R. P Label

CPV <--- Service Quality .970 .142 6.809 ***

CS <--- Service Quality 1.505 .204 7.382 ***

CS <--- CPV .149 .088 1.698 .089

The estimate value between service quality as independent variable and customer 
perceived value as dependent variable is 0.970 with a p-value that is significant at 
1% level of significance so there is a significant positive cause and effect relationship 
between service quality and customer perceived value that means if service quality 
increases by 1 unit customer perceived value will increases by 0.970 unit that means 
higher the service quality higher the customer perceived value.

The estimate value between service quality as independent variable and customer 
satisfaction as dependent variable is 1.505 with a p-value that is significant at 1% 
level of significance so there is a significant positive cause and effect relationship 
between service quality and customer satisfaction that means if service quality 
increases by 1 unit customer satisfaction will increases by 1.505 unit that means 
higher the service quality higher the customer satisfaction.

The estimate value between customer perceived value as independent variable 
and customer satisfaction as dependent variable is 0.149 with a p-value that is 
significant at 0.089% level of significance so there is a insignificant positive cause 
and effect relationship between customer perceived value and customer satisfaction 
that means there is no relationship between customer perceived value and customer 
satisfaction. 
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CONCLUSION 

The empirical study is based on a survey of 187 customers of Indian Railway belonging 
in different location of the Gwalior region the variables of the study were service 
quality, customer perceived value and customer satisfaction. The objectives of the 
study were to identify the effect of service quality on customer perceived value, effect 
of service quality on customer satisfaction and effect of customer perceived value on 
customer satisfaction. The result of SEM test reveals that there is significant and positive 
cause and effect relationship between service quality and customer perceived value, 
significant positive cause and effect relationship between service quality and customer 
satisfaction and insignificant relationship between customer perceived value and customer 
satisfaction. The conclusion drawn from this research lead to recommendations for a 
series of action which if adopted would help to establish the service quality, customer 
perceived value and customer satisfaction in Indian railway industry which would 
improve the satisfaction of customer. The analysis reveals that the service quality has 
more effect on customer satisfaction then on customer perceived value and customer 
perceived value was not effecting customer satisfaction in this research. 
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