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Abstract- In present extremely competitive and globalize banking context, increasing customer loyalty emerges as one of the
most imperative challenges faced by marketers. Cultivating loyal customers is frequently argued to be the single most
important driver of organizations’ long-term financial performance, which can lead to increased customer share, lower
expenditure, and higher profit. Therefore, marketing academics emphasize the effect of relationship marketing as a
strategically vital tool to secure loyal customers. The purpose of this study is to empirically examine the impact of relationship
marketing on customer satisfaction and customer loyalty, and to test the impact of customer satisfaction as mediator on the
association between relationship marketing and customer loyalty. This study was carried out using the convenience and
snowball samplings comprising 162 respondents through the distribution of online structured questionnaires to retail bank
customers within the area of Klang Valley, Malaysia. Data analysis was further conducted using the SPSS software, and the
results of regression analysis show that relationship marketing is significant in explaining the variation in customer satisfaction
and customer loyalty. In addition, customer satisfaction has been proven to partially mediate the relationship
marketing-customer loyalty relationship. These findings contribute to the understanding on the relationship between
relationship marketing, customer satisfaction, and customer loyalty which provide critical implications for retail bank
managers and highlight possible directions for future research.
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I. INTRODUCTION between customers and service providers, and resulting
in fragile relationship marketing [31].

Over the past few decades, fierce competition and

enhanced market transparency among commercial Il. LITERATURE REVIEW

banks have revoked the opportunities for banks to

preserve sustainable competitive advantage, especially 2.1 Relationship Marketing

with identical products and services offerings [24]. The relationship marketing theory conceptualised
Hence, interest in securing customers has increased  marketing as an interactive relationship between an
substantially, and the value of retaining loyal organization and its customers [27],[26], to facilitate
customers in retail banking has been long apprehended. meeting the purposes of parties involved [25].
In reality, engaging in a relationship with customersis  Similarly, Berry [7] regards relationship marketing as a
regarded as a strategy to surmount service uncertainty  tactic to attract, conserve and enhance customer
[7], and reduce the perceive risk for many financial  relationship. Kotler [37] advises companies to shift
products [28]. According to Lam and Bojei [40], local ~ from short-term transaction-oriented objective to
retail banking has gone through major restructuring  long-term relationship-building objective. Similarly,
starting 2001, for initial 54 individual retail bankshave = De madariaga and Valor [15] agree that the vital
reduced and merged into 27 commercial banks (8 local ~ success factor to endure in saturated market depends
and 19 foreign banks) by 2013 [6]. With all these on maintaining long-term relationship  with
exercises of merging and acquisition, local banking stakeholders. Therefore, relationship marketing has
industry has evolved from protected environment into  become an important element of modern marketing,
vibrant, dynamic and complex setting [35]. Presently,  for treating consumers as business partners contributes
on the lookout for competitive advantage via product to durable loyalty, positive word-of-mouth and
distinction in the banking industry is progressively profitable [59], it has been discovered to be effective at
harder to achieve, as banking’s products andservices  building commitment and trust with external
offerings not only similar, but also quickly imitated by  stakeholders to produce loyal customers [49].
competitors [16], [17],[63]. Hence, commercial banks  Likewise, Kotler and Keller [36] state that relationship
have developed from product oriented to customer marketing is primarily corresponding customers’ needs
oriented with greater emphasis on the principle of  with services promised, so that customer loyalty can be
relational marketing particularly customer loyalty [57].  improved. Similarly, Anvari and Amin [3] agree that
The rationale of this study focused on retail banking in  relationship marketing helps to cultivate customer
respect to face-to-face service, as for a long period, loyalty. Successively, relationship marketing has
banks have invested heavily on automated retail become increasingly noteworthy in banking business
service delivery or e-banking which broadens the gap [13] and practical for banks to build an inimitable long

term affiliation with customers [23].
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Fig. 1 Theoretical Framework

2.2 Customer Satisfaction

Customer satisfaction is described as the general
evaluation of the customers upon the current service
performance [33]. Satisfaction has been used to clarify
loyalty as behavioural intentions, via repeat purchasing
and recommendation to other consumers of the
organization [19]. Furthermore, satisfaction has also
been suggested to influence the consumer’s decision
on continuity of relationship [2],[51],[21]. The
confirmation or disconfirmation theory [56],[12]
elucidates that satisfaction is realised when
anticipations  are  contented, that negative
disconfirmation of anticipations will culminate in
dissatisfaction. Consequently, if customers are
satisfied, the possibility of terminating a relationship
and spreading negative word-of-mouth are greatly
reduced [30],[61]. The ultimate value of relationship
marketing is to effectively enhance durable customer
satisfaction and loyalty [1],[5]. Cheng and Lee [10]
find that relationship marketing has positive impact on
customer satisfaction. Respectively, Caruana [9]
discovers  positive ramifications of  customer
satisfaction upon customer loyalty in commercial
banking industry. Similarly, Ndubisi and Chan [50]
discover banks that practiserelationship marketing
strategy proficiently create higher satisfaction among
customers. Likewise, Ehigie [18], Ndubisi [52] and
Winstanley [70] have verified that customer
satisfaction is connected to crucial consumer
behaviours and the tendency for customer to consider
the bank they have relationship with. On the contrary,
Jones and Sasser [34] and Verhoef [67] ascertain that
customer satisfaction has no repercussions on
customer loyalty due to the use of diverse
measurements, whereas Helgesen [29] discovers a
fragile positive connection between satisfaction and
action loyalty.Thus, the first hypothesis is postulated
as:

Hi: Relationship marketing has a significant and
positive impact on customer satisfaction.

2.3 Customer Loyalty

Customer loyalty has been defined by early academics
such as Jacoby and Kyner [32] as planned purchased
over time either by an individual, family or
organization on a set of similar brands. Chi and Gursoy
[11] proclaim that satisfied customer will be loyal, and
soon enough will lead to higher sales and greater
financial returns for the firm. In brief, Rust and
Zahorik [62] conclude that customer satisfaction is
confidently correlated with customer loyalty
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and organizational revenues. Contrariwise, Ndubisi
[53] confirms  that  relationship  marketing
underpinnings have significant and direct association
with customer loyalty. Similarly, Osman and Sentosa
[57] disclose that customer satisfaction partially
mediates the connection between service quality and
customer loyalty. In contrast, Cheng and Lee [10]
uncover that relationship marketing has no significant
direct impact on customer loyalty unless reinforced by
other variables, for example customer satisfaction.
Nonetheless, customer loyalty in service industry is
harder to conceptualise than product sector due to the
exclusive service features [47], mainly because loyalty
in service industry derives from interpersonal
relationship development [7]. However, self-service
and online banking have decreased the opportunity for
banks to have personal contact with customers [22],
therefore relationship marketing is a strategic tool for
local commercial banks to meet market satisfaction,
cultivate customer loyalty in order to gain competitive
advantage [38] as well as distinguishing itself from
other competitors [8].Accordingly, the proposed
conceptual framework is shown in Fig. 1 and the
hyphotheses are developed as follows:

H,: Customer satisfaction has a significant and
positive impact on customer loyalty.
Hs: Relationship marketing has a significant and
positive impact on customer loyalty.
H,: Customer satisfaction mediates the relationship
between relationship marketing and customer loyalty.

111. METHODOLOGY

This study was empirically quantitative in nature,
aimed to develop a deeper understanding on the
relationship marketing philosophy in banking industry,
and to further comprehend the correlation between
relationship marketing, customer satisfaction and
customer loyalty along with the investigation on the
ramifications of customer satisfaction as mediator
upon relationship  marketing-customer  loyalty
connection. In order to increase the validity of
questionnaires, the items in this study were sourced
from previous researches as summarised in Table I.

Table | Research Instrument in Questionnaire

Variables Number of ltems  Sources
Relationship .
Marketing 17 Ndubisi [53]
Customer 5 Ndubisi and Chan
Satisfaction [50]

Customer 4 Leverin and
Loyalty Liljander [43]
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This study was pragmatic based on the primary data
collection gathered from retail bank consumers within
Klang Valley area, mainly targeted at working adults
aged between 22 and 55 years old, both local and
foreign bank users in the dedicated region. Apart from
that, college students were also included for the
research sample as this market segment is projected to
be lucrative and appealing for banks [48],[66].
Convenience and snowball sampling method were
applied in this study. Among the 200 questionnaires
distributed via self-administrated online survey, 162
were returned, which constituted 81 percent response
rate.Subsequently, statistical analyses including
descriptive analysis, reliability test and regression
analysis were applied for analysing the collected data.
IV.RESULTS

4.1 Sample Characteristic

Among the sample, both genders were rather equally
distributed, with female (50.6%) respondents slightly
more than male (49.4%) respondents by 1.2 percent. In
terms of age, respondents were mainly university
students and working adults ranging from 20-24
(34.6%), 25-29 (27.2%), 30-39 (17.3%)40-49 (15.4%),
whereas the remaining 5.6 percent were below 20 and
above 50. Overall, 64.8 percent of respondents were
bachelor degree holders, with 22.8 percent of diploma
holders, 7.4 percent of master holders, alongside
minority of 3.1 percent and 1.9 percent of secondary
school and Pre-U/Foundation holders respectively. In
general, 56.7 percent of sample were employed
personnel, and the remaining sample contained student
(26.5%), self-employed (8.6%), freelancer (4.3%),
retired (1.2%) and unemployed (2.5%). Lastly, half of
the sample opted ATM as the most commonly used
channel for banking transaction (50%), followed by
Internet banking (45.1%) and branch banking (4.9%),
whereas none selected telephone banking, and this
outcome disclosed that automated technology is
gradually replacing traditional banking transaction
method.

4.2 Reliability Test

This study applied Cronbach’s alpha coefficient as the
instrument of measurement for the reliability and
consistency test [20]. The Cronbach’s alpha value for
Relationship Marketing, Customer Satisfaction and
Customer Loyalty was 0.924, 0.899, and 0.773
respectively, which were all higher than the suggested
cut-off level 0.7 [55]. Consequently, these figures
indicated that the measurements were reliable.

4.3 Regression Analysis

Table 1l showed the test results of simple linear
regression analysis on the proposed hyphotheses.
Model 1 was conducted to test the association between
relationship marketing and customer satisfaction, 66
percent (R2) of the variance in customer satisfaction
could be considerably explained through the
relationship marketing strategy applied by the local
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retail banks. Furthermore, F=310.689, p-value<0.001
indicated there was a significant causal relationship
between relationship marketing and customer
satisfaction. In terms of coefficients, the coefficients
B=0.926 suggested a positive relationship, along with
B=0.812, t=17.626 and p-value<0.001 signalled that
relationship marketing was a strong and significant
predictor for customer satisfaction. Thus, H1 was
supported.

Model 2 demonstrated the relationship between
customer satisfaction and customer loyalty, 49.2
percent (R2) of the variance in customer loyalty could
be moderately explained through customer satisfaction
towards local commercial banks. Additionally,
F=155.037, p-value<0.001 signified there was a
significant causal relationship between customer
satisfaction and customer loyalty. As for coefficients,
the coefficients B=0.769 suggested a positive
relationship, together with [=0.702, t=12.451 and
p-value<0.001 denoted that customer satisfaction was
a strong and significant predictor for customer loyalty.
Therefore, H2 was supported.

Table Il Simple Lingar Regression Analysis

Mgl DV N B e t 5 Iy f
1 G M 9% 812 17.626 0007 660 310689
1 e o J69 0 1241 000%## 9 155,037
3 (L R 869 5% 12.248 0007+ A3 150,024
#0<0.05 **p<0.00 <D 001
Notes: IV<Independent Variable, DV=Dependent Variable, AM=Relationship Marketing, CS=Clistomer Satisfuction,
Cl=Customer Loyalty
Table lf Hierarchical Regression Analysis
Model DV MV v B t Sig.
1 a - M 869 12248 0%+
2 . 6 M 926 17626 000%¥
3 o8 N (Controlled) 440 4341 000%#
4 a Controlled) RM 462 4,002 0007
*p<0.05 **p<0.01 ***p<0.001
Notes: Independent Variable (1V)=Relationship Marketing (RM), Mediator Variable (MV)=Customer Satisfaction (CS),
Dependent Variable (DV)=Customer Loyalty (CL)
Model 3 manifested the association between

relationship marketing and customer loyalty, 48.4
percent (R2) of the variance in customer loyalty could
be relatively described via relationship marketing
strategy implemented by local retail banks. Moreover,
F=150.024, p-value<0.001 signified there was a
significant causal relationship between relationship
marketing and customer loyalty. Finally, the
coefficients B=0.869 suggested a positive relationship,
alongside p=0.696, t=12.248 and p-value<0.001
specified that relationship marketing was a strong and
significant predictor for customer loyalty. Accordingly,
H3 was supported.
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Table Il listed the coefficients statistics on the
mediating effect of customer satisfaction upon
relationship marketing and customer loyalty using
PROCESS hierarchical regression method. Firstly,
model 1 showed that result on the regression of
relationship marketing upon customer loyalty without
the mediator, was coefficients B=0.869, t=12.248, and
p-value<0.001 that indicated the relationship was
significant. Secondly, model 2 demonstrated the
regression of relationship marketing on the mediator,
was significant with the result of coefficients B=0.926,
t=17.626, and p-value<0.001. Thirdly, the mediation
process in model 3 disclosed that the mediator,
controlling for relationship marketing, was also
significant at the outcome of coefficients B=0.440,
t=4.341, and p-value<0.001. Next, model 4 depicted
that controlling for the mediator, relationship
marketing was a significant predictor of customer
loyalty with the outcome of coefficients B=0.462,
t=4.002, and p-value<0.001. As a result, the effect of
relationship marketing upon customer loyalty
mediated by customer satisfaction was proven
statistically significant. Hence, H4 was supported.

IV. DISCUSSION

Based on the previous discussion, H1 was supported.
This outcome indicated that relationship marketing
strategy implemented by local commercial banks
efficiently assists to increase customer satisfaction,
which consistent with the findings of Cheng and Lee
[10] and Ndubisi and Chan [50] that realise proficient
practice of relationship marketing strategy generates
higher satisfaction among customers. Hence, this
discovery offered an insight and motivation for retail
bank managers to further emphasise on improving
customer satisfaction. Levesque and McDougall [44]
highlight that excellent customer relationship is crucial
to uphold customer satisfaction, so frontline
personnel’s performance and positive attitude are vital
because it directly affect customer experience.

Based on the previous examination, H2 was supported.
This finding uncovered that customer satisfaction was
a vital input to customer loyalty and was in agreement
with the numerous viewpoints, e.g. Winstanley [70],
Caruana [9], Ehigie[18], Ndubisi [52] that discover
positive ramifications of customer satisfaction upon
customer loyalty in commercial banking industry. Yet,
this finding opposed with Jones and Sasser [34] and
Verhoef [67] that ascertain customer satisfaction has
no repercussions on customer loyalty due to the use of
diverse measurements, along with Helgesen [29] that
discovers a fragile positive connection between
satisfaction and action loyalty.  Henceforth,
organizations should be aware that customer loyalty is
complex and without uniform definition [45], because
it containsbehavioural, attitudinal [14], cognitive
component [42], and not merely resulted from
customer satisfaction [58], [65],[60].

Based on the previous analysis, H3 was supported.
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This finding was congruent with perspectives of
Ndubisi  [53],Anvari and Amin [3], that reveal
relationship marketing have significant and direct
association with customer loyalty. Regarding
relationship marketing underpinnings, Ndubisi [54]
declares that satisfactory resolves of conflicts and
service recovery facilitate to leave a positive
impression upon customers with the bank. Thus,
commercial banks should enable customers to voice
their concern with proper channel, so that they will
remain satisfied, with reduce switching intention and
enhance customer loyalty [68]. On the contrary,
Kuusik and Varblane [39] state that trust is one of the
main factors impacting loyalty, and if partners in a
relationship trust each other more, emotionally they are
more involved and less conscious on the cost involved
for the relationship [69]. As a result, relationship
marketing has become an important component for
firms to develop customer loyalty, positive
word-of-mouth and profitability [59].

Based on the preceeding analysis, H4 was supported.
This finding was correspond with the researches of
Caruana [9], Osman and Sentosa [57], in addition to
Cheng and Lee [10] that confirm the mediation effects
of customer satisfaction upon customer loyalty with
other wvariables. Nonetheless, albeit the finding
displayed that relationship marketing was an
imperative antecedent, the major focus of management
should be on customer satisfaction [50]. Lovelock,
Patterson and Walker [46] explain that highly satisfied
customers are more receptive to service failures,
whereas Selnes [64] indicates that satisfied customers
are less inclined to competitive offerings.
Subsequently, this encourages substantial amount of
banks to emphasise their strategy on customer
satisfaction [4]. Successively, Rust and Zahorik [62]
conclude that customer satisfaction is confidently
correlated with customer loyalty and organizational
revenues, and by understanding the sequence of
correlation between relationship marketing, customer
satisfaction and customer loyalty will ultimately
improve the bank’s performance with strategic
allocation of limited marketing resources.
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