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Abstract 

This study aimed to identify the factors influencing value proposition of banking and financial 
services and to measure the impact of value proposition on customer satisfaction. A total of 250 
bankers of various banks in Chennai were surveyed using a structured questionnaire. Structural 
Equation Modeling technique was applied to find the results. Value proposition is a multi-
dimensional construct made up of Functional value and Professional value and there is a positive 
relationship between value proposition and customer satisfaction. The found that to achieve 
customer satisfaction banking and financial services should concentrate on functional values and 
professional values of their offerings. This study focused on banker’s value proposition thus, 
future research can be aimed understanding the value from the point of customers’ view.   

Key Words: Vale Proposition, Customer Satisfaction, Banking and Financial Services 

Introduction 

Sustainability of current business market is based on providing value to customers. Value can be 
expressed in terms of value proposition. Value is the promise that is given to the customers that 
promises them that the business will deliver to them.  A strong value proposition distinguishes 
the business from that of its competitors. This can be expressed in mission, vision statements. 
Developing value proposition is a part of business strategy. According to Kaplan and Norton 
"Strategy is based on a differentiated customer value proposition. Satisfying customers is the 
source of sustainable value creation."  A value proposition indicates to the value an organization 
guarantees to convey to customers should they purchase their item. A value proposition is 
likewise an affirmation of purpose or an explanation that acquaints an organization's image with 
customers by revealing to them what the organization rely on, how it works and why it merits 
their business. A value proposition can be displayed as a business or showcasing expression that 
an organization uses to abridge why a customer should purchase an item or utilize a service. This 
announcement, whenever worded compellingly, persuades a potential buyer that one specific 
item or service the organization offers will include more value or better take care of an issue for 
them than other comparative contributions will. 
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Objectives 

 To identify the factors influencing value proposition of banking and financial services.  
 To measure the impact of value proposition on customer satisfaction.  

Literature Review 

An organization provides value over its value proposition. This is an assurance presented by the 
organization that value will be provided to the customer and is supported by the customer’s trust 
that this value will be received(Trevor Alexander Smith, 2016). Value propositioning thus speaks 
the query of: how does the organization want to be perceived by the customer in its distribution 
of value and connected benefits. Maas and Graf (2008) identified the elements of value 
proposition are Company value, Product value, Service/employee value, Relationship value.  
Titko and Lace (2012) highlighted the value proposition elements such as Service quality and 
customer-employee relationship. Parente et al. (2015) found that Operational quality, 
convenience, access, safety, soundness and monetary sacrifice. Sheth et al. (1991a, 1991b) 
defined functional value is the rational and economic assessments of individuals and it is a 
perceived usefulness of the elements of the products and services.  
 
Professionalism is a significant piece of dealing with any business. Professional employees 
upgrade the picture of the business, help employees bargain well with customers, and will enable 
the business to develop and succeed. In the banking business, professionalism turns out to be 
considerably progressively significant because of the mind boggling parts of the business. 
Advancing professionalism in banking includes preparing and training employees on the 
different zones critical to the business. (Ikpefan etal. 2012).  
 
A key driver for banks in keeping up a long haul association with their customers is to upgrade 
consumer loyalty. In the aggressive world, numerous organizations center on their endeavors to 
keep up a dedicated customer base. Customer satisfaction is derived through credibility, 
customer services, and easiness of operation. (Abhijith M & RemyaVivek Menon,2018). Titko 
and Lace (2010) emphasized that the competitive supremacy and existence of a bank lies in the 
point of its customer satisfaction. 
 

Proposed Model 
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Research Methodology 

The study adopts a descriptive research design, following a purposive sampling technique. The 
respondents comprises of bankers of various financial service institutions. A structured 
questionnaire is developed for the purpose and distributed among 275 bankers in Chennai. Out of 
this 258 questionnaires are returned. Only 250 questionnaires are found fit to be measured and 
finally participate in the study. The researcher is using the questions from existing surveys where 
the validity is already recognized. However, owing to minor variation study, the questionnaire is 
also circulated amongst specialists in the arena for assessing the relevance of the variables 
incorporated. The specialists included academicians and select bankers. After obtaining their 
consensus on the variables, the list of variables to be included in the final study is listed out. This 
questionnaire is circulated to the respondents and they are asked to reveal their agreement to the 
statements in the form of Likert Scale Strongly Agree (5points), Agree (4points), Neutral 
(3Points), Disagree (2points), and Strongly Disagree (1point).Structural Equation Modeling tool 
was applied using IBM Amos Version 23 for analysis.   

Hypothesis 

H1: Value proposition is a multi-dimensional construct made up of Functional value and 
Professional value 

H2: There is a positive relationship between value proposition and customer satisfaction 

 

 

 

 

Results and Discussions 
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Structural Equation Model Fit – Table No. 1 

 

Parameters Model Values Good fit values# 

P .000 >0.05 

CMIN/DF 2.032 <3 

GFI .948 >0.9 

AGFI .914 >0.9 

CFI .981 >0.9 

PCFI .698 <0.7 

RMSEA .050 <0.05 

PCLOSE .187 >0.05 

# Values based on (Bentler and Hu,1999) 

Chi-square equivalent in Confirmatory Factor Analysis (CMIN) divided by degrees of freedom 
(CMIN/DF) was 2.032 indicated a good model fit as the value is less than 3. Goodness of Fit 
Index (GFI) and Adjusted Goodness of Fit Index (AGFI) were more than 0.9. That again reveals 
a good model fit. Likewise, Comparative Fit Index (CFI) was more than 0.9 and Parsimonious 
Comparative Fit Index (PCFI) was 0.698, support the good model fit. (Rajendra, N., 2014).The 
diagram of structural equation model functional value and professional value are latent 
constructs; Value Proposition and Customer satisfaction were used as dependent variable. Table 
reported the results of structural equation modeling.  

Functional Value includes prompt and fast service (FV1), great customer service(FV2), 
efficiency of the operations(FV3), user friendly technology(FV4), reminders and alerts 
supports(FV5), wide variety of services(FV6). Professional Value includes competent staff 
(PV1), flawless services (PV2). Value Proposition includes customer benefits (VP1) and 
customer attributes (VP2). Satisfied with the services provides (CS1) and Recommend the 
bank’s services to friends and relatives (CS2). 

Table No.2 

Variables Standardized 
Regression Weight 

CR  

H1: FV,PV       VP 0.987 3.709 Yes 
H2: VP            CS 0.947 1.016 Yes 

 

Hypothesis Verification 

The Hypothesis H1 and H2 are accepted. Thus Value proposition is a multi-dimensional construct 
made up of Functional value and Professional value and there is a positive relationship between 
value proposition and customer satisfaction 
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Conclusion 

A company's value proposition tells a customer the main motivation behind why an item or 
administration is most appropriate for that specific customer. A fruitful value proposition ought 
to be conveyed to customers legitimately, either through the company's site or other marketing or 
advertising. Value propositions can pursue diverse organizations, as long as they may be "on 
brand" and extraordinary and explicit to the company being referred to. A company's value 
proposition tells a customer the main motivation behind why an item or service is most 
appropriate for that specific customer. A fruitful value proposition ought to be conveyed to 
customers straightforwardly, either by means of the company's site or other marketing or 
advertising. Value propositions can pursue distinctive arrangements, as long as they may be "on 
brand" and remarkable and explicit to the company being referred to. To achieve customer 
satisfaction banking and financial services should concentrate on functional values and 
professional values of their offerings.  This study focused on banker’s value proposition thus, 
future research can be aimed understanding the value from the point of customers’ view.   
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