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ABSTRACT
This study examined the impact of service quality on customers’ retention in Nigeria. The study proxied the independent variable with three variables namely; reliability, responsiveness and tangibility while the dependent variable was customer retention. The study employed primary data sourced questionnaire administered online. The study’s population comprised all banks customers who could be reached online. These deposit money banks included those bank that have fewer branch network but with huge online presence like Opay, Palmpay, Moniepoint. Descriptive statistics was employed in explaining the socio demographic of the respondents. Data were presented with tables, using percentage and analyzed with chi-square. Findings from the study indicated that service efficiency has significant effect on the customers’ retention by deposit money banks in Nigeria. Also, banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria and lastly, service responsiveness helps to improve the customers’ retention by deposit money banks in Nigeria significantly. Thus, the study concluded that service quality has significant impact on customer retention by deposit money banks in Nigeria. Therefore, the study recommended that Bank managements are advised to be more efficient and proactive in handling their customer’s challenges and complaints.
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Introduction
The Nigerian banking industry has undergone significant transformation over the past decade, driven by technological innovation, regulatory reforms, and increasing competition among financial institutions. As banks strive to differentiate themselves in a saturated market, service quality has emerged as a critical determinant of customer retention. Contemporary banking customers demand services that are reliable, responsive, and supported by adequate physical and digital infrastructure. Empirical evidence shows that customers increasingly prioritize convenience, system efficiency, and prompt service delivery when choosing and remaining with a bank (Ojiaku et al., 2023). In this regard, service quality, measured through dimensions such as reliability, responsiveness, and tangibility, has become a strategic tool for enhancing customer loyalty and sustaining long-term profitability in the Nigerian banking sector.
 Customer retention is increasingly becoming an essential managerial issue, especially in this era characterized by high levels of competition and assertive customers who make stay or switch decisions guided by their rational and emotional influences. Moreover, customers are quality conscious, value-driven, and get attracted by strong and positive corporate images. As technology becomes the order of the day and new development in the economy creates new opportunities that are hard to assume, many organizations are looking for ways to embrace technology to survive (Rahman et al., 2017).
Despite the growing emphasis on customer acquisition, retaining existing customers remains a major challenge for Nigerian banks due to rising customer expectations and the proliferation of alternative financial service providers, including fin-tech firms. Customer retention is particularly important because it is more cost-effective than acquiring new customers and contributes to stable revenue generation. However, reports indicate that inconsistencies in service delivery, delays in transaction processing, poor complaint handling, and inadequate physical facilities continue to undermine customer confidence in many Nigerian banks (Kenyon & Sen, 2015; Manali, 2014).  Studies have shown that while some dimensions of service quality, such as system efficiency and responsiveness, positively influence retention, others like reliability may not always produce consistent outcomes across different banking channels (Ajibola et al., 2026; Al-Azzam, 2015). This inconsistency raises concerns about the effectiveness of current service quality strategies in ensuring sustained customer retention.
Furthermore, existing literature reveals that service quality significantly influences customer retention both directly and indirectly through customer satisfaction. For instance, recent studies in Nigeria demonstrate that trust, service technology, and satisfaction play crucial roles in strengthening customer retention in deposit money banks (Abinabo et al., 2025). Similarly, research on digital banking platforms indicates that improvements in service quality (particularly in responsiveness and ease of use), enhance customer loyalty and repatronage intentions (Yusuf & Bala, 2021). However, much of the literature has focused on broad or composite measures of service quality without isolating specific dimensions such as reliability, responsiveness, and tangibility. This limits the ability to identify which aspects of service delivery most strongly influence customer retention in the Nigerian context.
In addition, several gaps remain in the literature. First, many studies have concentrated on electronic or mobile banking services, with limited attention to the combined effect of physical (tangibility) and functional (reliability and responsiveness) service quality dimensions. Second, most studies adopt cross-sectional designs, thereby failing to capture the dynamic nature of customer retention over time. Third, there is a lack of consensus regarding the relative importance of individual service quality dimensions, as findings across studies remain inconsistent. Finally, few studies have provided an integrated framework that simultaneously examines reliability, responsiveness, and tangibility as predictors of customer retention in Nigerian banks. Therefore, this study seeks to address these gaps by empirically examining the effect of these core service quality dimensions on customer retention within the Nigerian banking industry. The broad objective of this study is to examine the impact of service quality on customers’ retention in Nigeria banks, while the specific objectives are to:
i. examine the impact of reliability on customers’ retention in Nigerian banks;
ii. investigate the impact of responsiveness on customers’ retention in Nigerian banks;
iii. determine the impact of tangibility on customers’ retention in Nigerian banks.
Literature Review
Service quality has been widely recognized as a critical factor influencing customer behaviour and organizational performance, particularly in the banking industry where services are largely intangible and customer experience-driven. Service quality refers to the extent to which a service meets or exceeds customer expectations (Parasuraman et al., 1988). In the context of banking, it encompasses various attributes that shape customers’ perceptions of service delivery, including reliability, responsiveness, and tangibility. These dimensions are particularly important in developing economies like Nigeria, where customers are increasingly sensitive to service efficiency, accessibility, and the overall banking environment. High service quality enhances customer satisfaction, builds trust, and ultimately strengthens customer retention (Zeithaml et al., 1996; Kotler & Keller, 2016).
Reliability is one of the most fundamental dimensions of service quality and refers to the ability of a bank to perform promised services dependably and accurately (Parasuraman et al., 1988). In the Nigerian banking industry, reliability is reflected in consistent service delivery, error-free transactions, and the ability to provide services as promised. Customers expect their banks to process transactions accurately, ensure system uptime, and safeguard financial information. Empirical studies have shown that reliability significantly influences customer trust and satisfaction, which are key drivers of retention (Ojiaku et al., 2023; Yusuf & Bala, 2021). When banks fail to deliver reliable services, customers are more likely to switch to competitors, especially in a highly competitive and technology-driven environment.
Responsiveness, on the other hand, refers to the willingness and ability of bank staff and systems to provide prompt services and assist customers when needed (Parasuraman et al., 1988). It includes timely responses to customer inquiries, efficient complaint resolution, and quick service delivery across both physical and digital platforms. In Nigeria, where customers often face delays in service delivery, responsiveness has become a major determinant of customer satisfaction and retention. Studies have demonstrated that prompt service and effective complaint handling significantly improve customer loyalty and reduce switching intentions (Bankole et al., 2020; Sulaiman et al., 2021). Therefore, banks that prioritize responsiveness are more likely to build strong customer relationships and retain their clientele.
Tangibility represents the physical aspects of service delivery, including the appearance of banking facilities, equipment, personnel, and communication materials (Parasuraman et al., 1988). Although banking services are largely intangible, tangible elements play a crucial role in shaping customer perceptions and experiences. In the Nigerian banking context, tangibility includes well-maintained banking halls, modern equipment such as ATMs and digital interfaces, and the professional appearance of staff. Research indicates that tangible cues influence customers’ confidence in the bank and contribute to overall service quality perception (Akinyele et al., 2013; Ighomereho et al., 2022). A conducive physical environment not only enhances customer satisfaction but also encourages repeat patronage and long-term retention.
Customer retention refers to a bank’s ability to maintain long-term relationships with its customers by ensuring continued patronage over time. It is a key performance indicator in the banking industry, as retaining existing customers is more cost-effective than acquiring new ones (Kotler & Keller, 2016). Retention is influenced by several factors, including service quality, customer satisfaction, trust, and perceived value. In recent years, studies have emphasized that service quality dimensions such as reliability, responsiveness, and tangibility are significant predictors of customer retention in the Nigerian banking sector (Abinabo et al., 2025; Uloko et al., 2024). When customers perceive high service quality, they are more likely to remain loyal, recommend the bank to others, and resist switching to competitors.
The conceptual relationship between service quality and customer retention is well established in the literature. Reliability ensures consistent and accurate service delivery, responsiveness enhances customer experience through prompt service, and tangibility reinforces positive perceptions through physical evidence of quality. Together, these dimensions form the foundation upon which customer satisfaction and retention are built. However, the relative influence of each dimension may vary across different banking environments, thereby necessitating further empirical investigation within the Nigerian context.
Theoretical Framework
The theoretical foundation of this study is anchored on the SERVQUAL model and the Expectation-Confirmation Theory (ECT), which together explain how service quality influences customer retention in the banking industry. The SERVQUAL model, developed by Parasuraman et al. (1988), posits that service quality can be assessed through dimensions such as reliability, responsiveness, and tangibility, which are central to this study. Reliability reflects the bank’s ability to deliver accurate and dependable services, responsiveness captures the promptness and willingness to assist customers, while tangibility relates to the physical facilities and appearance of service delivery channels. These dimensions shape customers’ perceptions of service quality and determine their level of satisfaction. In the Nigerian banking context, where customers interact with both physical and digital service platforms, the consistent delivery of these service attributes is essential for building trust and maintaining long-term relationships.
Complementing this, the Expectation-Confirmation Theory (Oliver, 1980) explains the mechanism through which service quality translates into customer retention. The theory posits that customers form expectations prior to service consumption and subsequently compare actual performance with these expectations. When service performance meets or exceeds expectations, positive confirmation occurs, leading to customer satisfaction; this satisfaction, in turn, fosters loyalty and retention. Conversely, negative disconfirmation results in dissatisfaction and possible switching behaviour. By integrating these theories, this study assumes that high levels of reliability, responsiveness, and tangibility will enhance customer satisfaction and ultimately lead to increased customer retention in the Nigerian banking industry.
Empirical Review
Ajibola et al. (2026) examined the effect of customer service on the performance of selected deposit money banks in Nigeria. The study, conducted in Lagos State, used service quality, customer satisfaction, and customer retention as key variables. Data were collected from 265 respondents using structured questionnaires and analyzed with regression techniques. Findings indicated that service quality and customer satisfaction significantly affect customer retention and overall bank performance. The study concluded that banks must continuously improve service delivery to maintain customer loyalty.
Abinabo et al. (2025) investigated service quality and customer retention of deposit money banks in North-Western Nigeria, with emphasis on the mediating role of customer satisfaction. The study, which covered Kano, Kaduna, Katsina, and Sokoto States, utilized service trust, responsiveness, and technology as proxies for service quality, while customer satisfaction served as a mediating variable and customer retention as the dependent variable. Using primary data obtained through questionnaires administered to 384 respondents and analyzed with descriptive statistics, multiple regression, and PLS-SEM, the study found that service trust and customer satisfaction significantly enhance customer retention, whereas responsiveness had no significant effect. The study concluded that improving digital service reliability and trust is crucial for retaining customers.
Uloko et al. (2024) examined the effect of service quality on customer retention in the Nigerian banking industry using a case study of UBA Makurdi. The study used network service quality and value-added services as proxies for service quality. Primary data were collected from 105 respondents and analyzed using binary logistic regression. Findings revealed that network service quality had no significant effect on customer retention. The study concluded that banks need to innovate beyond traditional service quality dimensions to retain customers.
Yusuf and Ologunwa (2024) examined the effect of digital banking on customers’ satisfaction among the deposit money banks in Southwest Nigeria. The study employed a survey research design. The results showed that the deployment of various mobile and internet banking increases customer satisfaction in the banking sector. The empirical findings indicated that the implementation of mobile banking and internet banking has substantially and positively enhanced customers' satisfaction. However, customer satisfaction with mobile banking channel and internet banking coefficient had a significant positive effect on overall customer satisfaction with financial technology. The study therefore concluded that customer satisfaction with mobile banking, and internet banking exerted a very strong positive effect on overall customer satisfaction with financial technology among DMBs in the study area. 
Similarly, Ojiaku et al. (2023) examined mobile banking service quality and customer retention among commercial bank customers in Southeast Nigeria. The study used reliability, responsiveness, system quality, and information quality as proxies for service quality. Primary data were collected through questionnaires and analyzed using regression techniques. Findings revealed that reliability and system quality significantly influence customer retention. The study concluded that efficient and reliable mobile banking systems are essential for sustaining customer loyalty in Nigeria’s banking industry.
In other study, Ighomereho et al. (2022) examined e-service quality dimensions in Nigeria, focusing on reliability, security, responsiveness, and ease of use. The study used primary data collected from 318 respondents and analyzed using correlation and multiple regression techniques. Findings showed that reliability, security, and responsiveness significantly influence service quality perceptions. The study concluded that improving e-service quality is critical for sustaining customer retention in Nigerian banks.
Furthermore, a study by (2021) explored the influence of perceived value, service quality, and corporate image on customer loyalty in Nigerian commercial banks. Conducted in Kaduna State, the study used service quality, perceived value, and corporate image as independent variables, while customer loyalty served as a proxy for retention. Using primary data and PLS-SEM analysis, the findings revealed that service quality and corporate image significantly influence customer loyalty, whereas perceived value does not. The study concluded that a strong corporate image combined with high service quality enhances customer retention.
Sulaiman et al. (2021) examined the mediating role of customer satisfaction between service quality and customer loyalty in non-interest banks in Nigeria. The study used service quality dimensions, customer satisfaction, and customer loyalty (as a proxy for retention). Data were collected through questionnaires and analyzed using Structural Equation Modeling (SEM). Findings indicated that customer satisfaction significantly mediates the relationship between service quality and customer loyalty. The study concluded that service quality indirectly influences retention through satisfaction.
Yusuf and Bala (2021) conducted an empirical analysis of service quality, reliability, and end-user satisfaction in electronic banking in Nigeria. The study used service quality and system reliability as independent variables and customer satisfaction as a proxy for retention. Primary data were collected through questionnaires and analyzed using regression techniques. Findings revealed that both service quality and reliability significantly influence user satisfaction. The study concluded that enhancing e-banking service quality improves customer retention.
Finally, Akinyele et al. (2013) focused on service quality and customer satisfaction in the Nigerian banking sector using a case study of a deposit money bank. The study employed tangibility, responsiveness, and service delivery as proxies for service quality, while customer satisfaction served as a proxy for retention. Using primary data collected via questionnaires and interviews and analyzed through correlation and regression, the study found a strong positive relationship between service quality and customer satisfaction. It concluded that improved service delivery enhances customer loyalty and retention. 
Methodology
This study adopted descriptive-correlational research design. The descriptive part of the study was the description of the main variables service quality; reliability; responsiveness, empathy; tangibility; customer satisfaction and customer retention. The correlational component was used to correlate these variables to see if there is an impact and what kind of impact exists between service quality and customer retention. The study population comprised all banks customers who have accounts with challenger banks. These deposit money banks included those bank that have fewer branch network but with huge online presence and that are popular with banks customers, examples are Opay, Palmpay, Moniepoint and so on. Primary data was sourced through the use of online questionnaire which were completed by bank customers. Data were presented with tables, using percentage and analyzed with chi-square.
Results and Discussion
Data Presentation and Analysis
Table 1: Case Processing Summary
	Case Processing Summary

	
	Cases

	
	Valid
	Missing
	Total

	
	N
	Percent
	N
	Percent
	N
	Percent

	Service efficiency enhances customers’ retention by deposit money banks in Nigeria * Sex of the respondents
	100
	97.1%
	3
	2.9%
	100
	100.0%

	Banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria * Sex of the respondents
	100
	97.1%
	3
	2.9%
	100
	100.0%

	Banks’ service responsiveness helps to improves the customers’ retention by deposit money banks in Nigeria * Sex of the respondents
	100
	97.1%
	3
	2.9%
	100
	100.0%


Source: Author’s computation (SPSS version 20.0), 2026
From the Table 1 above, it can be noticed that there are only three (about 2.9%) cases of missing data during processing such that 97.1% of the data entered into SPSS for processing were successfully processed and valid for all the research questions. The volume of the processed data is sufficiently adequate to make valid inference based on the outcome of this study.
	Descriptive Statistics

	Table 2: Frequency Distribution Table
Question: Banks’ service efficiency enhances the customers’ retention by deposit money banks in Nigeria.

	
	Sex of the respondents
	Total

	
	Male
	Female
	

	Valid
	SA
	28
	0
	27

	
	A
	28
	0
	29

	
	SD
	1
	12
	13

	
	D
	0
	24
	14

	
	U
	0
	17
	17

	Total
	47
	53
	100


Source: Author’s Computation, 2026
From the Table 2, 27 of the surveyed customers which is about 27% of the respondents strongly agreed that service efficiency enhances the customers’ retention by deposit money banks in Nigeria while 29% of the surveyed population merely agreed. Also, while about 13 of the respondents which are 13% strongly disagreed with the foregoing; there are only 14 of the respondents who merely disagreed with this research question. About 17 of the respondents which are about 17% were undecided on whether or not service efficiency enhances the customers’ retention by deposit money banks in Nigeria. In this case, total of 56 of the respondents, which represents a total of 56% agreed that that service efficiency enhances the customers’ retention by deposit money banks in Nigeria, total of 27% disagreed while 17% of the population was undecided.
	Table 3: Frequency Distribution Table
Question: Banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria

	
	Sex of the respondents
	Total

	
	Male
	Female
	

	Valid
	SA
	22
	0
	22

	
	A
	25
	12
	37

	
	SD
	0
	14
	14

	
	D
	0
	23
	23

	
	U
	0
	4
	4

	Total
	47
	53
	100


Source: Author’s Computation, 2026
From the Table 3, there are 22 people, representing 22% of the respondents who strongly agreed that banks’ tangibility has significant effect on customers’ retention by deposit money banks in Nigeria, while 37% of the respondents merely agreed. Also, while 14 of the respondents which are 14% strongly disagreed with the foregoing, there were only 23 of the respondents who merely disagreed with research question. Only 4 of the respondents which are about 4% were undecided on whether or not banks’ tangibility has significant effect on customers’ retention by deposit money banks in Nigeria. In this case, the majority of the respondents, which represents a total of 59% agreed that that banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria while a total of 37% disagreed.
	Table 4: Frequency Distribution Table
Question: Banks’ service responsiveness helps to improve the customers’ retention by deposit money banks in Nigeria

	
	Sex of the respondents
	Total

	
	Male
	Female
	

	Valid
	SA
	36
	0
	36

	
	A
	11
	40
	51

	
	SD
	0
	6
	6

	
	D
	0
	5
	5

	
	U
	0
	2
	2

	Total
	47
	53
	100


Source: Author’s Computation, 2026
From the Table 4, 36 people, representing 36% of the respondents who strongly agreed that service responsiveness helps to improves the customers’ retention by deposit money banks in Nigeria, while 51% of the respondents merely agreed. Also, while there are about 6 respondents, constituting 6% who strongly disagreed with research question, about 5% of the respondents merely disagreed with this research question. In addition, there were 2 of the respondents which are about 2% who were undecided on whether or not service responsiveness helps to improves the customers’ retention by deposit money banks in Nigeria. By the foregoing result, the majority of the respondents, which represents 87% agreed that service responsiveness helps to improves the customers’ retention by deposit money banks in Nigeria while a total of 11% disagreed.
Test of Hypotheses and Discussion of findings
	The study aligned with the general rule for testing hypothesis of rejecting the H0 and accepting H1 if Chi-square (X2) calculated is more than the Chi-square tabulated at 0.05 critical value and vice versa.
H01: Service efficiency has no significant effect on the customers’ retention by deposit money banks in Nigeria.
H11: Service efficiency has significant effect on the customers’ retention by deposit money banks in Nigeria.
	Table 5. Chi-Square Tests

	
	Value
	Df
	Asymp. Sig. (2-sided)

	Pearson Chi-Square
	96.294a
	4
	.000

	Likelihood Ratio
	131.218
	4
	.000

	Linear-by-Linear Association
	77.624
	1
	.000

	N of Valid Cases
	100
	
	


Source: Author’s Computation, 2026
From the above Table 5, since chi-square P-value of 0.000 is less than the threshold value of 0.05, hence, H01 is rejected and H11 accepted which means that service efficiency has significant effect on the customers’ retention by deposit money banks in Nigeria. The implication of the foregoing is that the continuing patronage of the deposit money banks by their customers over the years has produced significant enhancement as regard the customers’ retention by the banks in Nigeria. The chi-square calculated is 96.29 which is higher than the tabulated value of 14.860 at 95% confidence interval. This further supports the rejection of null hypothesis of no significant effect of customers’ continuing patronage.
H02: Banks’ tangibility has no significant effect on customers’ retention by deposit money banks in Nigeria
H12: Banks’ tangibility has significant effect on customers’ retention by deposit money banks in Nigeria
	Table 6: Chi-Square Test Results

	
	Value
	Df
	Asymp. Sig. (2-sided)

	Pearson Chi-Square
	67.450a
	4
	.000

	Likelihood Ratio
	91.643
	4
	.000

	Linear-by-Linear Association
	59.193
	1
	.000

	N of Valid Cases
	100
	
	


Source: Author’s Computation (2026)
Looking at Table 6, chi-square calculated p-value of 0.000 is lower than the threshold value of 0.05, H02 is rejected and H12 accepted which implies that banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria The chi-square calculated value of 67.45 is also higher than the critical value of 14.860 at 95% confidence interval of 3 degree of freedom; this also supports the rejection of H02 in favour of H12. Thus, this finding suggests that the banks’ tangibility strategy in terms physical facilities, equipment, personnel appearance, and communication materials of the banks has led to the retention of customers for the banks instead of losing them to competitors who had better customers’ satisfaction.
H03: Service responsiveness has no significant effect on the customers’ retention by deposit money banks in Nigeria
H13: Service responsiveness has significant effect on the customers’ retention by deposit money banks in Nigeria

	Table 7: Chi-Square Test results

	
	Value
	Df
	Asymp. Sig. (2-sided)

	Pearson Chi-Square
	65.366a
	4
	.000

	Likelihood Ratio
	85.087
	4
	.000

	Linear-by-Linear Association
	44.079
	1
	.000

	N of Valid Cases
	100
	
	


Source: Author’s Computation, 2026
Also, since P-value of 0.000 is lower than the threshold value of 0.05 significant level, H03 is rejected and H13 accepted. The acceptance of H13 connotes that service responsiveness helps to improve the customers’ retention by deposit money banks in Nigeria. In order words, willingness to help customers and provide prompt service among the banks has endeared them to more customers who patronize them over the years and thus improves their customers network. The chi-square calculated value of 65.37 in the Table above is also higher than the critical value of 14.860 which further support the rejection of H03 and the acceptance of H13.
Conclusion and Recommendations
Conclusion
Findings from the study indicated that service efficiency has significant effect on the customers’ retention by deposit money banks in Nigeria. Also, banks’ tangibility has significant effect on the customers’ retention by deposit money banks in Nigeria and lastly, service responsiveness helps to improve the customers’ retention by deposit money banks in Nigeria significantly. In essence, all the explanatory variables have a significant impact on customer retention by deposit money banks in Nigeria. The study therefore, concluded that service quality has significant impact on customer retention by deposit money banks in Nigeria.



Recommendation
Based on the findings above, the study recommended as following:
i. Bank managements are advised to be more efficient and proactive in handling their customer’s challenges and complaints.
ii. The promptness of banks’ responsiveness to customers’ questions and requests should be improved and new strategies designed to retain customers’ loyalty.
iii.  More time sensitive and technological friendly features should be introduced by bank managements to meet customers service needs to ensure they keep their loyalty.
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