
A STUDY ON S E R V I C E QUALITY AND CUSTOMER 
SATISFACTION FOR COUNTER S E R V I C E S AT 

PENAMPANG MUNICIPAL COUNCIL 

Nancy D. Lojium 
2001322448 

Submitted in Partial Fulfillment 
of the Requirement for the 

Bachelor of Business Administration 
(Hons) Marketing 

FACULTY OF BUSINESS MANAGEMENT 
UITM, KOTA KINABALU, SAB 

2007 

2 



ACKNOWLEDGEMENT 

I am really proud to present this study entitled "A Study on Service Quality and Customer 

Satisfaction for Counter Services at Penampang Municipal Council". With this 

opportunity, I would like to express my highest appreciation to the Management of 

Penampang Municipal Council for giving me approval to conduct the research and also 

for their cooperation. 

I would also like to extend my gratitude to the Pengarah, Biro Pengaduan Awam who 

gladly shared information regarding some aspects of the management and operation of 

Penampang Municipal Council. 

My greatest gratitude also goes to my Advisor, Miss Jacqueline Koh Stephen for her 

relentless effort in giving me guidance, motivation and continuous support and 

supervision in completing this study even though at times it was difficult. Her 

encouragement and pointers helped me to complete this project successfully. 

Lastly, I would like to thank Miss Habibun Nisa Mohamed Ajmal, the Coordinator of BBA 

Program (Campus UiTM Sabah) and utmost gratitude to my mother, husband, children, 

friends and other individuals and organizations who have supported directly and 

indirectly towards completion of this research paper. 

v 



TABLE OF CONTENTS 

LETTER OF SUBMISSION 

ACKNOWLEDGEMENT v 

LIST OF TABLES ix 

LIST OF FIGURES x 

ABSTRACT xi 

CHAPTER 1 1 

INTRODUCTION 1 

1.1 Background 1 

1.2 Problem Statement 6 

1.3 Objective 9 

1.4 Research Question 9 

1.5 Significance of Study 10 

1.6 Limitations 11 

1.7 Definitions of Terms H 

6 



CHAPTER 2 13 

LITERATURE REVIEW 13 

2.1 Significant Roles of Local Authorities in Malaysia 13 
2.1.1 The Concept of Local Authorities 13 
2.1.2 Penampang Municipal Council ( M D P ) 15 

2.2 Measurement of Service Quality and Its Implication to Customer Satisfaction 19 
2.2.1 What is Service Quality? 19 
2.2.2 Measurement of Service Quality 23 
2.2.3 Service Quality and Its Implications to Customer Satisfaction 25 

2.3 Customer Satisfaction and Its Implication to Organizational Performance 26 
2.3.1 What is Customer Satisfaction? 26 
2.3.2 Measurement of Customer Satisfaction 27 
2.3.3 Customer Satisfaction and its Implications to Organizational Performance 30 
2.3.4 Conclusion 32 

CHAPTER 3 33 

RESEARCH METHODOLOGY AND DESIGN 33 

3.1 Approach and Methodology 33 

3.2 Theoretical Framework 34 

3.3 The Data Collection 35 
3.3.1 Primary Data Collection 35 

3.3.2 Secondary Data Collection 36 

3.4 Sampling Techniques 36 

3.5 Procedure for Analysis of Data 37 

7 



ABSTRACT 

Penampang Municipal Council (MDP) is one of the local authorities in Sabah, 

responsible for development and revenue collection in Penampang Municipality. It 

covers a taxable area of 5,695 acres. At is office, located on the outskirts of 

Donggongon Township, next to Penampang Sports Complex, there are three main 

service counters dealing with revenue collection, license application and renewal and 

development projects. The aim of this study is to determine the level of service quality 

and customer satisfaction for these service counters. 

Determination of service quality used SERVQUAL which assess five dimensions 

of quality: reliability, responsiveness, assurance, empathy and tangible. It was found that 

less than 50 percent of the respondents agreed with the service quality statements and 

less than 50 percent of the respondents disagreed with the statements. About one-fifth 

to one-fourth of the respondents stated indecisiveness over the statements. It was also 

found that the percentage of customer satisfaction was only 33.4 percent whereas 36.4 

percent were found to be dissatisfied. 21.3 percent stated their indecisiveness. This 

study concluded that the service quality and customer satisfaction was very low and 

there is a great assertiveness for low service quality among the respondents. It was 

suggested that service quality and customer satisfaction for service can be improved by 

having visibly available client's charter; visibly available flow chart of service activities; 

implementation of ICT-based administration; enhance attractiveness of service counters; 

provide training and development to the staffs; and develop balanced scorecards to 

monitor performance. 
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