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Abstract: Investing in stock market is one of the familiar strategies followed from north India to south India. 
An essential requirement for investing in stocks is having a broking account. People feel that there is no 

difference between one broker and the other in opening a Demat (Dematerialisation of Account) and trading 

account. This does not hold true. Each and every brokers need to follow different strategies to attract new 

potential customers into the business and at the same time they try to adopt distinguish service structure for 

existing customers based on their preferences. The study is conducted at Erode District, Tamilnadu to 

understand the customer preferences and the satisfaction level of the customers from the broking firms.  The 

paper also considers the dynamics of service quality of broking firms towards investors’ satisfaction and to 

examine the factors that leads to customer retention. 900 investors are identified for the study and structured 

questionnaire is framed to conduct the survey on different locations within the district. The study reveals the 

satisfaction level of customers with age, gender, educational level, occupation, income level, past experiences in 

trading and the service quality of the broking firms.  

Keywords: DEMAT, service quality, customer retention. 

 

I. INTRODUCTION 
  Financial services sector in India is playing a dominant role in the growth of the Indian economy for 

the past 15 years. Banking, capital markets, insurance and asset management services has got the fastest growth 

level in the past few years. Learning from global financial disturbances and evolving financial technologies, the 

Industry leaders and the regulators are working on building a sustainable banking and Para banking environment 

in India. Foreign institutional investors are back in business and are keen to invest in India for the longer term.  

The financial services sector in India is operating in a fast-evolving mode and the markets like National 

Stock Exchange (NSE), Bombay Stock Exchange (BSE) and the regulators like Securities Exchange Board of 

India (SEBI), Association of Mutual Funds in India (AMFI), Insurance Regulatory and Development Authority 

(IRDA) creates an opportunity for the customers to choose their investment portfolio with complete transference 
and secured. This makes it extremely important for the investors or the new entrants to understand the capital 

markets and investment options in India.  

The prime success of the business is to create a new customer under their wings and produce growth 

opportunities‟ for them. The second thing is to provide a value added services to their clients and try to retain 

them in existing business. If the company survived with the second option, then they could become the key 

player in the specific industry.  

Indian Capital Market 

A capital market is a financial market in which long-term debt or equity-backed securities are bought 

and sold. Capital markets involves two types of markets in India were equity and derivative trading of stocks are 

encouraged. The security exchange board of India controls and regulates the operations of stock markets in 

India. Modern capital markets are almost invariably hosted on computer-based electronic trading systems; 

where the investors buy and sell the securities over the electronic trading system through the share brokers either 
in office terminal system or by online trading account. The share brokers are the key persons to do a regular 

service and they need to satisfy the demand of their customers.  

Service Quality 

Over the last two to three decades, service quality, customer satisfaction, customer perceived value and 

loyalty are needed to identify about the gap between the service expected and the service received from the 

service provider. Compared to the focus of much of the literature, financial services, including stock broking, 

are more complex than other services and deserve more in-depth attention. 

Todays‟ consumers demand rapidly increases. They are not only interested in purchase of the products 

but they also expect high quality customer service.  

SERVQUAL (service quality gap model) is a gap method in service quality measurement; it is a tool to 

Identify the gaps between customer expectation and the actual services provided at different stages of service 
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delivery. The main aim of Servqual is to Close the gap and improve the customer service. This model developed 

by Parasuraman, Zeithalm and Berry in 1985. 

 

II. REVIEW OF LITERATURE 
Cronin Joseph et.al (2000)  

1
conducted a study to identify the behavioural intention of the customers 

considering the factors like quality, satisfaction, and value on consumers‟ behavioral intentions. The study 

directly implies the verification that service quality, service value, and satisfaction may all be directly related to 

behavioral intentions. The study suggests that the indirect effects of the service quality and value constructs 

enhanced their impact on behavioral intentions. 

Parasuraman et al.,2 (1988) Service quality is generally considered a discrepancy between customer 

expectations and perceptions of service performance. 

Durvasula et al., 3(2003/2004) examined the role of service quality and its impact in the cruise liner 

industry. The study found that company‟s performance towards service quality leads to both direct and indirect 

impacts on customers‟ repeat purchases and recommendations of service to others. 

Raven and Welsh 4(2004) used SERVQUAL model to examine retail service in Kuwait and Lebanon. The 
authors found significant differences in service quality perception in terms of national culture, religion, and 

nationality 

Naik et. al.5 (2010) also applied SERVQUAL model to identify the customer perceived service quality 

and satisfaction in retail environment. From there study the authors indicates, customer expects highest 

expectations on the promptness of service, accuracy of transactions, security issues and concerns; the customer‟s 

lowest expectations are cleanliness, ambience, etc. The research clearly indicates that customers‟ satisfaction is 

highest for promptness and speed of service along with accuracy of each transaction.  

Objectives of the study 

The objectives of the study are: 

1. To analyze the relationship between demographic variables and satisfaction level of the customers. 

2. To identify the service quality of Indian share broking firms  

3. To suggest suitable measures for enhancing the service quality of customers for their retention. 
 

III. RESEARCH METHODOLOGY 
The current study is descriptive in nature. The purpose of the study is to identify the customers‟ 

opinion towards the service quality offered by broking firms in Erode District. For this purpose, primary data 

and secondary data are used. The primary data is collected from the respondents from selected broking firms in 

Erode District through a structured questionnaire. Data from secondary sources include reports, books, journals, 

documents, magazines, periodicals, newspapers and website.  

Sample Selected for the Study  

The study is to determine the customer‟s opinion towards service quality of share broking firms in 
Erode District. The sample broking firms are selected on the basis of size and services provided by the firm. The 

primary data are collected from the customers of the broking firm in Erode District. Convenient random 

sampling method is used to select 900 respondents in the study area. 

Statistical Tools  

The primary data collected from the respondents are analyzed and presented in the form of tables. The 

entire statistical test in this study was carried out at 5% and 1% level of significance. The statistical tools 

employed are:  

1. Simple percentage and with range Analysis 

2. Factor analysis  

                                                             
1 J.Joseph Cronin Jr Michael KBrady G.Tomas  MHault , “Assessing the effects of quality, value, and customer 
satisfaction on consumer behavioral intentions in service environments”, Journal of Retailing , 76 (2), Summer : 

193-218. 
2 Parasuraman, A., Zeithaml, V. A. and Berry, L. L. (1988), “SERVQUAL: A multi-item scale for measuring 

customer perception of service quality”, Journal of Retailing, Vol. 64, No. 1, pp. 12-40 
3 Durvasula, S., Lobo, A. C., Lysonski, S. and Mehta, S. C. (2003/2004), “Cruising along: the impact of service 

quality in the cruise liner industry”, Asian Journal of Marketing, Vol. 10, No. 1, pp. 47-58  
4  Raven, P. and Welsh, D.H.B. (2004). An exploratory study of influences on retail service quality: a focus on 

Kuwait and Lebanon. Journal of Services Marketing, 18(3), 198-214. 
5 Naik and Gummesson, E. (2010). Service management: An evaluation and the future. International Journal of 

Service Industry Management, 4(1), 77-96. 
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The following table depicts the broking firms selected for the study in Erode District. 900 respondents 

representing the following firms are chosen as samples for the study. 

Table 1.1 

S. No. Broking firms 

1 Motilal oswal 

2 Karvy Broking 

3 Share Khan 

4 Angel Broking 

5 Kotak Securities 

6 ICICI Direct 

7 Religare Securities 

8 HDFC Securities 

9 Indiabulls 

10 IIFL 

11 Geojit BNP Paribas 

12 Reliance Money 

 

IV. DATA ANALYSIS AND INTERPRETATION 
Table 2.1: Age and Level of Satisfaction Perceived On Share Broking Firms 

Sl. No. Age No. of Respondents % 
Ave 

rage 

Range 
S.D 

Min Max 

1 Below 25 Years 152 16.9% 29.55 17 42 7.506 

2 26-35 Years 222 24.7% 29.75 19 46 7.004 

3 36-45 Years 237 26.3% 31.27 20 47 6.918 

4 46-55 Years 177 19.7% 28.90 20 42 7.492 

5 Above 55 Years 112 12.4% 30.20 20 45 7.124 

 
Total 900 100.0%     

Source: Primary Data 

The table shows that the respondents of 36 - 45 years age group (ranged between 20 and 47 with an 

average of 31.27) have perceived maximum level of satisfaction on share broking firms and their service 
quality. 

Income per Month and Level of satisfaction perceived on Share Broking Firms 

The investors‟ choices and purchase decision depend on their earnings. An attempt was made, to know 

the income per month of the respondents and their level of satisfaction perceived towards share broking firms. 

Table 2.2: Income per Month and Level of satisfaction perceived on Share Broking Firms 

Sl. No Income per month No. of Respondents % 
Ave 

rage 

Range 
S.D 

Min Max 

1 less than Rs.25000 136 15.1% 29.96 17 47 7.489 

2 Rs.25001-Rs.50000 379 42.1% 29.75 18 44 7.433 

3 Rs.50001-Rs.75000 167 18.6% 30.37 19 42 7.105 

4 Rs.75001-Rs.100000 121 13.4% 30.43 20 41 6.221 

5 Above Rs.100000 97 10.8% 29.90 20 46 7.394 

 Total 900 100.0%     

Source: Primary Data 
It is inferred that the respondents earning between Rs.75,001 to Rs.1,00,000 per month have perceived 

maximum level of satisfaction (between 20 and 41 with an average of 30.43) on share broking firms in service 

quality than the other income category. 

Educational Status and Level of satisfaction Perceived on Share Broking Firms 

Education makes people capable of interpreting things accurately. It is about the lessons of human life. 

An attempt was made, to know the educational status of the respondents and their level of satisfaction perceived 

on share broking firms. 

Table 2.3: Educational Status and Level of satisfaction Perceived on Share Broking Firms 
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SI. No. Educational Status No. of Respondents % 
Ave 

rage 

Range 
S.D 

Min Max 

1 Primary level 53 5.9% 29.36 20 40 6.171 

2 Secondary level 33 3.7% 28.97 20 46 8.025 

3 Higher secondary level 91 10.1% 30.24 20 41 7.453 

4 Under graduate 426 47.3% 29.69 18 45 7.284 

5 Post graduate 204 22.7% 30.35 17 42 7.238 

6 Others 93 10.3% 31.19 20 47 6.848 

 Total 900 100.0     

Source: Primary Data 

From the analysis, it is inferred that the respondents possessing undergraduate and post graduate 

qualification perceive maximum level of satisfaction on share broking firms than the others. 

Nature of Employment and Level of satisfaction perceived on Share Broking Firms 

The significance of employment is recognized to occupy a predominant position in estimating the 

satisfaction level of the customers. 

Table 2.4: Nature of Employment and Level of satisfaction perceived on Share Broking Firms 

S. No. Nature of Employment 
No. of 
Respondents 

% 
Ave 
rage 

Range 
S.D 

Min Max 

1 Agriculture and allied service 29 3.2% 28.55 20 42 6.791 

2 Government and public sector employee 93 10.3% 30.17 17 41 7.339 

3 Private sector employee 207 23.0% 30.40 19 45 7.097 

4 Professional 331 36.8% 29.97 18 46 7.174 

5 Self-employed 176 19.6% 29.35 19 42 7.383 

6 House wife 44 4.9% 30.77 20 44 7.162 

7 Others 20 2.2% 30.95 20 47 7.870 

 Total 900 100.0     

Source: Primary Data 

From the analysis, it is inferred that the private sector employees have perceived maximum level of 

satisfaction on share broking firms than the employees of the other sectors. 

Table 2.5: Type of trading and level of satisfaction perceived on share broking firms 

Sl. No. Trading Type No. of Respondents % 
Ave 

rage 

Range 
S.D 

Min Max 

1 Trading in broking firm 164 18.2% 30.24 20 45 7.327 

2 Online trading facility 385 42.8% 29.88 17 42 7.404 

3 Both 351 39.0% 30.03 18 47 6.966 

 Total 900 100.0%     

Source: Primary Data 

It is inferred that the respondents who make investments on shares through broking firms and online 
have perceived maximum level of satisfaction on share broking firms in quality aspects than respondents from 

other category. 

Table 2.6: Experience on trading in particular branch and level of satisfaction perceived on share broking 

firms 

S.No. Experience 
No. of 

Respondents 
% 

Ave 

rage 

Range 
S.D 

Min Max 

1 less than 1 year 103 11.4% 27.80 19 42 6.988 

2 1-2 years 140 15.6% 31.59 20 47 6.790 

3 3-4 years 259 28.8% 30.46 17 46 7.442 

4 5-8 years 268 29.8% 29.85 20 42 7.189 

5 more than 8 years 130 14.4% 29.45 19 41 7.026 

 Total 900 100.0%     

Source: Primary Data 

From the analysis, it is inferred that the respondents who had 1-2 years of experience on trading in 

particular branch have perceived (ranged between 20 and 47 with an average of 31.59) maximum level of 

satisfaction on share broking firms than the other experienced investors. 

Table 2.7: Reasons for preferring particular broking firm 

Sl. No. Reasons No. of Percentage 
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Respondents 

1 Location     187 20.78 

2 Widely known (image)   132 14.67 

3 Recommended by others 178 19.78 

4 Low annual maintenance charges           98 10.89 

5 Less brokerage            167 18.56 

6 Good technical advice                     76 8.44 

7 Allied facilities (Marginal funding, IPO, etc.) 62 6.89 

 Total 900 100.0 

Source: Primary Data 

The above table shows that majority of the respondents (20.78%) prefer particular broking firm for 

their convenience of location, 19.78% of the respondents prefer the specific broking firm as it is recommended 

by others, 18.56% of the respondents prefer the broking firm for less brokerage. 

Factor Analysis 

Factor Analysis is a technique used to transform a set of variables into a small number of linear 

composites, which contain a maximum correlation with original variables. Factor analysis is used to learn a 
complex product and service in order to identify the major individuality or factors considered significant by the 

respondents. The reason of factor analysis is to decide whether the responses of numerous statements favored by 

the respondents are considerably correlated. If the responses to the numerous statements are considerably 

correlated, it is measured that the statement measures some factors common to all of them. 

Factors chosen for the analysis 

The opinion of the respondents on handling procedure of share broking firms was studied by measuring 

concepts of procedure through 11 statements of cognitive components, affective component and co-native 

components. 

Table 2.8: Handling Procedure of Present Broking Firms 

Factors  
Va. 

No. 
Statements 

Rotated Factor 

Loadings 

Expounding  

2 Accuracy of sharing transaction information .869 

1 Accuracy of transactions .844 

3 Time taken to process every transaction (Buy/sell) .828 

4 Receiving transaction(margin) limit at a appropriate time .818 

5 Transferring the money from trading to saving bank account .794 

6 
Ability to explain procedures (For account opening, clarifying 

customer doubts regarding account) 
.721 

8 Helps in completing the transactions .689 

7 Ability to explain the brokerage charges and other charges .637 

Advisory 

11 Ability to explain trading procedures .758 

9 Clarifying the marginal limits and share transfer procedures .655 

10 Helps to purchase or choose the right shares at right time .563 

Source: Primary Data 
The table 2.8 shows that the statements 1, 2, 3, 4, 5, 6, 7 and 8 are grouped together as factor 1 and 

accounted for 52.407% of the total variance and have been named as „Expounding‟. The statements 9, 10 and 11 

are grouped together as factor 2 and accounted for 10.150% of the total variance and have been named as 

„Advisory‟. Thus, the factor analysis condensed and simplified the 11 statements and grouped them into 2 

factors explaining 62.557% of the variability of all the statements. 

 From the analysis, it is evident that out of 11 statements of handling procedure concepts, 11 statements 

were grouped into 2 component factors and were termed as expounding and advisory which are highly 

prejudiced factors generally plays an important role in handling procedure of share broking firms. 

Recommendations  

             It is evident from the study there is a close association with the age and satisfaction level of the 

customers. The high income group investors are also an important factor to get higher satisfaction. The 
satisfaction level clearly indicates that without qualitative service the investors can‟t stick on with the same firm. 

The industry must understand the investors‟ expectation from the products and try to bridge the gap between the 

level of expectations and experiences perceived. 

 

V. CONCLUSION 
 This research has been a rewarding exercise and experience to the investigator, in the sense that it has 

identified the most important retaining strategies namely customer – friendly broking firm, adopts the latest 

technology, availability of fund transfer facility through, online trading facility, mobile trading facility and 
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availability of traded information through SMS that are very significant for share broking firms to adopt and 

practice in order to create an efficient investor relationship.  
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APPENDIX - I 

QUESTIONNAIRE 

 

An analytical study on service quality of Indian share broking firms 

with special reference to Erode District - Tamilnadu 

Respondent Name:  

1. Age :   Below 25      Between 26 to 35       Between 36 to 45    

  Between 46 to 55     Between 56 to 65      66 and above. 

 

2. Sex:   Male      Female 

 

3. Your Income :  

  Less than 25000        25001 to 50,000       50001 to 75000    

  76001 to 100000               above 1,00,000 

4. Your Educational Qualification: 

  Primary level (I to V th Std)                           Secondary level (6th to 10th std)    

  Higher Secondary (11th &12th Std)              Under graduate     

                         Post graduate                                                 Others 

5. Nature of employment : 

  Agriculture and allied service                      Government and public sector 

employee   

http://www.pwc.in/india-services/financial-services-new.html
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=30
http://www.brainmates.com.au/brainrants/the-customer-service-gap-model/
http://www.sciencedirect.com/science/article/pii/S0022435900000282#!
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  Private sector employee                           Professional      

  Self- employed                                         House wife              Others 

 

6. What type of trading mode you place your orders? 

  Trading in broking firm                 Online trading facility                    Both 

 

7. Since how many years do you have account in this broker? 

  Less than 1 year      1 to 2 years           2 to 4 years     

  4 to 8 years              Greater than 8 years 

 

 

8. Since how many years do you have account in this branch? 

  Less than 1 year      1 to 2 years         2 to 4 years     

    4 to 8 years               Greater than 8 years 

 

 

9. Why did you choose this broker? 

 Location                     Widely known (image)                       Recommended by others  

 Low annual maintenance charges                 Less brokerage           Good technical 

advice                     

               Allied facilities (Marginal funding, IPO, etc..) 

 

Mark your satisfaction level with your present broker by giving 5 for the highest & 1 for the 

lowest. 

11.BRANCH 

S.No Particulars  5 4 3 2 1 

a. Convenient Location      

b. Access      

c. External Appearance      

d.  Parking Space      

e. Terminal Facility      

f. Cleanliness      

g. Comfort (T.V, Chairs, Fan, A/c etc.)      

h. Illumination      
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i. Working Hours      

j. Sharing the Script information      

 

12.Account Handling 

S.No Particulars  5   4  3 2   1 

a. Accuracy of transactions      

b. Accuracy of sharing transaction information.      

c. Time taken to process every transaction 

(Buy/sell) 

     

d.  Receiving transaction(margin) limit at a 

appropriate time  

     

e. Transferring the money from trading to saving 

bank Account. 

     

13.Customer Handling 

S.No Particulars  5   4  3 2   1 

a. Ability to explain procedures (For Account 

opening, clarifying customer Doubts regarding 

Account) 

     

b. Ability to explain trading procedures      

c. Helps in completing the transactions      

d.  Clarifying the marginal limits and share 

transfer procedures. 

     

e. Helps to purchase or choose the right shares 

at right time. 

     

f. Ability to explain the brokerage charges and 

other charges. 

     

 

13. For how long will you maintain the present trading account? 

           Will never close the account           For at least 10 years            For 5 to 10 Years         

           For 1 to 5 years                    May close the account Soon  
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14. Among the banks listed below, which do you believe is the best brokers? 

1. Motilal oswal                       2. Karvy Broking                                  3. Share Khan 

4. Angel Broking                      5. Kotak Securities                              6. ICICI Direct  

7. Religare Securities              8. HDFC Securities                              9. Indiabulls 

 10. IIFL                                      11. Geojit BNP Paribas                      12. Reliance Money   

15. Any other suggestions to improve the operations of your current broker 

--------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

------------ 

 

 

 

 

 

 


