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Abstract 

A customer retention strategy is a must for any bank that wishes to remain in this 
competitive banking. As mentioned in past research, retaining customers is worth more 
than attracting new ones. The purpose of retaining customers is to maintain a customer 
base for repeat purchases and revenue-generating. Banks' merger exercise has created 
a more extensive customer base that allows the banks to cross-sell their products. 
However, some banks' performance fluctuates. The worst scenario is that lower-
ranking banks can perform better than the higher-ranking and larger banks. Therefore, 
this study aims to understand how to meet the customers' expectations with satisfaction 
through relationships by building up customer relationships through relationship 
marketing. Establishing a long-term relationship is a way for the banks to provide 
service quality, whether human-related or non-human related. Satisfaction would be 
the mediator to meeting customers' expectations, although service quality perceptions 
differ. Another variable contributing to this study is the banks' price (interest) to 
customers. A slight price difference contributes to a massive difference between the 
banks and customers. A quantitative research was conducted to obtain the research 
result by distributing questionnaires to randomly picked banks' customers in three 
areas, namely Taiping, Ipoh, and Teluk Intan. One hundred twenty-nine questionnaires 
were accepted and analysed with SmartPLS software. The results indicate a positive 
relationship between relationship marketing and service quality towards customer 
retention. Both are mediated with satisfaction and support. However, the relationship 
between price and customer retention is not supported nor mediated by satisfaction. 
With this outcome, the chances of customers moving to competitors are very high if 
the competitors offer a better price. Since price is not supported in this research, any 
future research on customer retention in banks should be conducted from the 
standpoint of banks' operating or management expenses. Thus, banks can also re-look 
into the pricing or interest strategy. 
 
Keywords: Customer retention, relationship marketing, service quality, price, 
satisfaction, banks. 
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Abstrak 

Strategi pengekalan pelanggan adalah satu kemestian bagi bank-bank yang ingin kekal 
dalam perbankan yang kompetitif ini. Seperti yang ditemui oleh kajian-kajian lepas, 
pengekalan pelanggan adalah lebih bernilai daripada menarik pelanggan baharu. 
Tujuan pengekalan pelanggan adalah untuk mengekalkan pengkalan pelanggan untuk 
pembelian ulangan dan penjanaan pendapatan. Langkah penggabungan bank-bank 
telah mewujudkan asas pelanggan yang lebih luas yang membolehkan bank 
melakukan penjualan silang produk mereka. Walau bagaimanapun, beberapa prestasi 
bank berubah-ubah. Senario paling buruk ialah bank yang berkedudukan rendah boleh 
berprestasi lebih baik daripada bank yang berkedudukan lebih tinggi dan lebih besar. 
Oleh itu, kajian ini bertujuan untuk memahami cara untuk memenuhi jangkaan 
pelanggan dengan kepuasan perkhidmatan melalui perhubungan dengan membina 
hubungan pelanggan melalui pemasaran perhubungan. Mewujudkan perhubungan 
jangka panjang adalah satu cara untuk bank menyediakan perkhidmatan yang 
berkualiti, sama ada dengan penglibatan manusia atau tidak. Kepuasan akan menjadi 
pengantara untuk memenuhi jangkaan pelanggan, walaupun persepsi kualiti 
perkhidmatan setiap manusia adalah berbeza. Pemboleh ubah lain yang menyumbang 
kepada kajian ini ialah harga (faedah) bank yang ditawarkan kepada pelanggan. 
Perbezaan harga yang sedikit menyumbang perbezaan yang besar dari segi pendapatan 
bagi pihak bank mahu pun pelanggan. Kajian kaedah kuantitatif dijalankan untuk 
mendapatkan hasil kajian dengan mengedarkan borang soal selidik kepada pelanggan 
bank yang dipilih secara rawak di tiga kawasan iaitu Taiping, Ipoh dan Teluk Intan. 
Seratus dua puluh sembilan soal selidik telah diterima dan dianalisis dengan perisian 
SmartPLS. Keputusan menunjukkan terdapat hubungan positif antara pemasaran 
perhubungan dan kualiti perkhidmatan terhadap pengekalan pelanggan. Kedua-duanya 
juga menggunakan kepuasan sebagai pengantara dan keputusanya adalah disokong. 
Walau bagaimanapun, keputusan hubungan antara harga dan pengekalan pelanggan 
dan kepuasan sebagai pengantara dengan pengekalan pelanggan adalah tidak disokong. 
Dengan keputusan sebegini, peluang pelanggan berpindah ke pesaing adalah sangat 
tinggi jika pesaing menawarkan harga yang lebih menarik. Memandangkan harga tidak 
disokong dalam penyelidikan ini, adalah disyorkan kajian pada masa hadapan tentang 
pengekalan pelanggan dalam perbankan dikaji dari sudut perbelanjaan operasi atau 
pengurusan bank. Dengan itu, bank boleh mengkaji semula strategi harga atau faedah. 
 
Kata kunci: Pengekalan pelanggan, pemasaran perhubungan, kualiti perkhidmatan, 
harga, kepuasan, bank. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the study  

Haripersad and Sookdeo (2018) have mentioned that the most pressing issue facing 

the banking industry was customer retention, which affects the improvement of 

revenue growth. Nonetheless, customer retention has been able to generate more 

revenue over the years. The contribution of revenue helps banks to sustain, pushing up 

the performance, stay competitive, and even expand the banking industry.  

The core contributors of any business organization largely depend on customers' 

spending. At the same time, the organization’s survival lies in the hands of its 

customers’ patronage and purchases. Chee (2019) mentioned that existing customers 

could drive more revenue or "moneymaking" growth than new customers. For an 

organization to grow and survive, the organization needs to establish and maintain a 

strong customer base (Appannan et al., 2013) for their repeat purchase and referral.  

Malaysia commercial banks provide a wide range of service products from deposits 

and trade finance to actualize the different needs of customers. However, most of the 

banks in Malaysia offer the same products, and product differentiation is difficult to 

achieve in the banking industry. As shown in Appendix A, there is a fair of similarity 

of products among the banks which consist of saving, current, and fixed deposit 

accounts to loan products such as housing and commercial loan. Nonetheless, banks 

are having difficulty distinguishing themselves from other competitors as customers 

perceive there is only a small difference in the products offered by banks. Even with 

new products, they can be easily duplicated by competitors (Arora & Narula, 2018).  
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The fundamental purpose of banks has not changed since the introduction of the 

banking business centuries ago. They are here to assist the surplus party and the fund-

looking borrowers. Banks help in economic growth by carefully taking care of 

customers' funds by allocating them to the appropriate parties. Banks are a safe and 

trusted place for customers to save their money, whether individuals or business 

organizations. Therefore, retaining their customers implies that the bank can generate 

more sales transactions from these retained customers. 

Hanaysha (2017) defined customer retention as an element of customer loyalty. 

Another definition given by this author was as a commitment of customers to maintain 

a continuous relationship with an organization through relationship marketing. The 

crucial factor is relationship marketing touches not only customer retention but also 

long-lasting customer loyalty (Solangi et al., 2019).  

Marketing Management, An Asian Perspective, Kotler et al. (2017) postulated that 

business is not about seeking immediate sale but building a long-term supplier-

customer relationship. They also mentioned that relationship marketing is essential to 

establish trust and respect, and the quality of the relationship is an indicator of the 

long-term commitment of both parties. Hence, the goal of relationship marketing is to 

build a strong connection with customers for long-term business purposes. 

Furthermore, the existence of trust is about the confidence of both parties, supplier, 

and customer. 

The establishment of a relationship between the bank and then retaining the customers 

begins when customers walk into the bank for the first time. The first contact to build 

up the relationship between consumers and bank employees is through communication. 

According to Kyei and Narteh (2016), the definition given about communications in 
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relationship marketing for the banking industry is providing information that can be 

trusted, solving any delivery problem when occurred by providing quality information, 

and fulfilling promises. Therefore, the bank's staff need to be aware that every 

consumer or individual who comes into the bank has the chance to be their customer. 

These customers may come in initially to inquire before signing up for products from 

the bank. There is also the possibility these customers will refer new customers to the 

bank. 

Ogbechi et al. (2018) mentioned that relationship marketing is a strategy of increasing 

customer profitability in attracting and retaining customers while providing better 

services for customers and making a profit. Customer retention provides quality 

service to its existing customers by establishing and preserving existing relationships, 

which is better than recruiting new customers that frequently lose to competitors, as 

mentioned by Reichheld and Sessar (1990, as cited in Coussement, 2014).  

Rabbina et al. (2017) have mentioned it is a must for banks to sustain their service 

quality in this competitive market by developing technologically innovative services 

products as customers always assess and compare competitors' banks. Technology 

advancement for convenience banking attracts and satisfies customers. Dissatisfied 

customers lead them to move over to competitors.  

The importance of service quality is it can enhance customer retention, which pushes 

up the financial performance and the bank's profitability (Tan et al., 2016). Regrettably, 

some banks' performance in Malaysia is fluctuating (Appendix B), based on the past 

ten years' performance obtained from the banks’ individual yearly financial reports. 

Therefore, in the research of Osman et al. (2016), they mentioned that service quality 

is "what the customer gets out and is willing to pay for."  
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Meanwhile, Moghavvemi et al. (2018) have mentioned that the view of service quality 

links to customer behavioral intention, such as changing of behavioral. They also 

concluded that generally, service quality is the secondary factor in deciding customer 

retention. It is normal behavior for customers who has the intention to make a 

comparison in terms of service quality, and when customers have the mindset to switch, 

it will be easier for competitors to attract them, especially being offered with a 

competitive interest rate or price.   

Rathi and Devan (2016) have mentioned that one of the methods for banks to sustain 

is to provide the best quality and price. Therefore, utilising price as one of the variables 

may provide banks with another avenue to retain and attract new customers. As 

mentioned by Moghavvemi et al. (2018), the newest study showed that the perceived 

price of the core product, especially the interest rates offered to depositors, can 

influence customer satisfaction and their willingness to remain with the bank. On the 

other hand, Haripersad and Sookdeo (2018) claimed that customer value looks for the 

high quality and the value of goods and services of the quality they expected, which 

customers are willing to pay. 

Furthermore, Parawansa (2018) stated that the elements of service quality, product 

quality, price, situational factors, and personal factors affect customer satisfaction 

evaluation. It is not easy for the bank to meet all the elements, but at least with service 

quality and competitive price, it may help meet customer satisfaction. As Bakar et al. 

(2017) described, satisfaction is about customers' overall experiences when they 

receive service from their bank over some time. In addition, Haripersad and Sookdeo 

(2018) stated in their research that customer satisfaction is "a customer's pleasurable, 

meeting response to services provided during interaction and dealing with a business." 
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They contended that customer satisfaction is not on service quality criteria but is also 

a sign of repeat patronage or experiences encountered by the customer. 

This study intends to assess the consequences of mediation by satisfaction on the 

relationship between relationship marketing, service quality, and price toward 

customer retention in Malaysia. As such, customer satisfaction aims to retain the 

customers to remain loyal to the product, especially the company. Therefore, the 

crucial factor is that customer retention will lead to meeting the business aims. For 

banks, customer satisfaction is the main criterion for assessing banks' relationships 

with the market. Therefore, banks need to ensure maximum customer satisfaction 

(Hennayake, 2017). 

As relationship marketing involves two parties that are continuous and beneficial, 

Social Exchange Theory (SET) will be applied for this research. Cropanzano et al. 

(2017) mentioned that SET has led to at least three stages, which start with initiating 

action, building a relationship between parties, and a reciprocating response. The focal 

point of SET is the “exchange relationship” and “value and utility” (Yoganathan et 

al., 2015). SET has two parties, i.e., service provider and customers, with their social 

relationship exchanges for services and goods “not only for monetary gain but other 

benefits such as love, esteem, affection, and approval.” 

Recognizing how the basic psychological works on customer satisfaction and retention 

in a relational service helps banks to grasp customers. The main factor in customer 

retention is satisfaction, whether in terms of service quality and price through the 

establishment of a relationship. SET also states that the customer’s relationship with 

the service provider will instill the obligation to the service provider as well.  
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1.2 Malaysia Banking Industry Scenario  

The current environment allows bank customers to choose any banks that meet their 

needs. Alshurideh (2016) illustrated that many organizations practice customer 

retention because it enables them to achieve a competitive advantage in the market, 

which is essential for business survival. As mentioned earlier, banks in Malaysia are 

offering homogeneous products to Malaysians. The most apparent difference is the 

price or interest rate offered to the customers, whether in saving or loan products.  

The banking business industry contributes to Malaysia's economy. It is indeed a very 

competitive industry where the banks compete with other brand banks and among the 

banks' branches (Table 1.1). Moreover, local banks need to compete with foreign local 

incorporated banks.  

Table 1.1 Local and foreign local incorporated commercial banks in Malaysia. 
Source: www.bnm.gov.my (2019) L – Local; F-Foreign. 

No Commercial Banks Ownership 

1 Affin Bank Berhad L 
2 Alliance Bank Malaysia Berhad L 
3 AmBank (M) Berhad L 
4 BNP Paribas Malaysia Berhad F 
5 Bangkok Bank Berhad F 
6 Bank of America Malaysia Berhad F 
7 Bank of China (Malaysia) Berhad F 
8 CIMB Bank Berhad L 
9 China Construction Bank (Malaysia) Berhad F 

10 Citibank Berhad F 
11 Deutsche Bank (Malaysia) Berhad F 
12 HSBC Bank Malaysia Berhad F 
13 Hong Leong Bank Berhad L 
14 India International Bank (Malaysia) Berhad F 
15 Industrial and Commercial Bank of China (Malaysia) Berhad F 
16 J.P. Morgan Chase Bank Berhad F 
17 MUFG Bank (Malaysia) Berhad F 
18 Malayan Banking Berhad L 
19 Mizuho Bank (Malaysia) Berhad F 
20 OCBC Bank (Malaysia) Berhad F 
21 Public Bank Berhad L 
22 RHB Bank Berhad L 

http://www.bnm.gov.my/
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_affin&ac=99&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_alliance&ac=120&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_ambank&ac=4&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_bnpparibas&ac=113&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_bangkok&ac=5&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_america&ac=6&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_china&ac=7&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_cimbbank&ac=10&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_ccb&ac=140&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_citibank&ac=11&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_deutsche&ac=12&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_hsbc&ac=15&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_hongleong&ac=118&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_india_int&ac=124&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_icbcm&ac=110&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_morgan&ac=119&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_tokyo&ac=122&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_malayan&ac=16&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_mizuho&ac=114&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_ocbc&ac=17&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_public&ac=19&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_rhb&ac=20&cat=banking&type=CB&lang=en
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23 Standard Chartered Bank Malaysia Berhad F 
24 Sumitomo Mitsui Banking Corporation Malaysia Berhad F 
25 The Bank of Nova Scotia Berhad F 
26 United Overseas Bank (Malaysia) Bhd. F 

 

The context of Malaysia's financial system comprises the banking system and non-

banking financial intermediaries. The function of banks or financial institutions is to 

help the government build up the country's economy. Principally, it ensures financial 

resources are allocated efficiently towards promoting the economic growth and 

development of the country.  

Since Malaysia gained independence in 1957, banks have transformed tremendously 

from conventional banking to technology and Islamic banking. Bank Negara Malaysia 

(BNM) 2015 report states that despite the challenging economic environment, 

Malaysia registered a growth of 5 percent due to expansion in domestic demand. The 

report also mentioned that Malaysia's economies are expected to grow between 4 

percent to 4.5 percent in 2016, in which banks as a service sector category contributed 

3.50 percent on Malaysia's Gross Domestic Product (GDP).  

BNM is under the jurisdiction of the Ministry of Finance and is governed by the Centre 

Bank of Malaysia Act 2009 and the Banking and Finance Institution Act 1989 

(BAFIA). However, BAFIA has been replaced with Financial Services Act 2013 (FSA). 

The objectives of BNM are to ensure the stability of the monetary system by 

controlling the credit situation to the country's advantage, act as a banker to 

commercial banks, issue new currency, and keep the reserve to safeguard the value of 

the country's currency. Other roles and functions of BNM are as an adviser to the 

government regarding fund management and debt, managing domestic liquidity 

http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_standard&ac=22&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_sumitomo&ac=112&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_nova&ac=23&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_united&ac=121&cat=banking&type=CB&lang=en
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exchange rates, secured an adequate clearing settlement and payment systems in the 

country.  

The first bank in Malaysia was established in the late 1890s, which has been leaps and 

bound ever since. Malaysia banking comprises conventional commercial banks, 

investment banks and Islamic banks. For example, Ahmad et al. (2017) refers to 

Islamic banking as business transactions or systems of the financial institutions that 

are in line with the principles of Islamic Shariah law and practical application through 

the development of Islamic economics. According to them, Shariah law affirms the 

principle that includes moral values and ethics beyond all affairs. The critical point is 

that Shariah law prohibited the acceptance and payment of interest or riba, gambling, 

and speculative investment. This involves daily human activities such as accepting 

money, making loans, and activities involving goods and services contrary to its 

principles. 

Both Islamic and conventional banking offer similar service products such as current 

or savings accounts, loans, credit cards, and internet banking. In addition, commercial 

banks in Malaysia offer services products where conventional and Islamic system 

works in parallel. Interestingly, the system of these two different principles of banking 

systems is not only working on a parallel basis, but it is operating in a similar set of 

banking infrastructure. This infrastructure is to cater for the needs of customers who 

prefer Islamic instead of conventional products. Today in Malaysia, full-fledged 

conventional and Islamic system banking has been successfully executed and operated 

together, and it seems that it is the first country to do so.  
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1.3 Problem Statement 

Customers are the sources of revenue of the banks and whether the banks can expand 

or diminish from the industry relies on customers. Therefore, banks need to retain 

customers in this service industry, pay priority and focus on which factors that can 

improve service quality through relationship marketing and, consequently, succeed in 

keeping their customers (Mahapatra & Kumar, 2017). 

Malaysia banks started merger exercises among the locally incorporated banks in the 

1990s. The purpose of banks mergers is to maximize shareholders’ value or wealth by 

maximizing profit, creating more efficient and productive banks, and meeting the scale 

and scope economies (Sufian & Kamarudin, 2017). In addition, the establishment with 

only eight banking institutions ensures the domestic banks can withstand the pressure 

and competition arising from the increase of competition in the global environment.  

Another reason for the consolidation is to move along with the Malaysian Government 

policy not to assist incapacitated banks but to rationalize businesses towards higher 

worldwide productivity. The banking calamities of economic recession in the 1980s 

and the financial crisis in 1997 and 1998 have forced BNM to introduce this merger 

exercise. After the mergers exercise, there are only eight Licensed Banking institutions 

(Table 1.2) in Malaysia. 

Table 1.2 Local commercial banks with the number of branches in Malaysia. 
L – local incorporated. 

No Commercial Banks Ownership Branches 

1 Affin Bank Berhad L 107 

2 Alliance Bank Malaysia Berhad L 78 

3 AmBank (M) Berhad L 174 

4 CIMB Bank Berhad L 269 

5 Hong Leong Bank Berhad L 285 

http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_affin&ac=99&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_alliance&ac=120&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_ambank&ac=4&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_cimbbank&ac=10&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_hongleong&ac=118&cat=banking&type=CB&lang=en
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6 Malayan Banking Berhad L 356 

7 Public Bank Berhad L 259 

8 RHB Bank Berhad L 330 
 

Accordingly, these merger exercises have increased the number of customers in the 

bank due to the combination of both banks’ customers. With the merger, the bank can 

gain a larger and new customer. For example, Agolla et al. (2018) have mentioned that 

with enormous competition among the banks, the market leader in this industry will 

be those banks with huge customers base and the highest customer retention rates. 

Hence, banks should take this opportunity to cross-sell other products to meet the 

economies of scale. Furthermore, Pascalis (2018) mentioned that cross-selling is about 

selling additional products or services to customers with an initial core product 

intended to purchase. As such, customers with one single product become multi-

product owners from the same bank.  

Despite the opportunity to sell other products to retain customers, which can generate 

revenue to the bank, some top-ranking banks' profits are barely breakeven, as shown 

in their respective yearly financial report (Appendix B, extracted from the yearly 

financial report) in comparison to preceding year performance, even though there is 

an increase of customer base. As such, this research is to identify why banks are still 

facing a fluctuating performance, although with a huge customer base as banks can 

promote other banking service products as proposed by previous researchers through 

cross-selling exercises to generate revenue. 

Customer retention is considered a commitment by customers to maintain a 

relationship with an organization for a certain period (Hanaysha, 2017). Therefore, it 

is the responsibility of the banks to keep customers as an undivided part of the 

http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_malayan&ac=16&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_public&ac=19&cat=banking&type=CB&lang=en
http://www.bnm.gov.my/index.php?ch=li_banking&pg=li_banking_rhb&ac=20&cat=banking&type=CB&lang=en
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relationship marketing. For example, Moenardy et al. (2016) postulate that relationship 

marketing is a philosophy of doing business. Therefore, this strategic familiarization 

focuses on maintaining and improving relations with present customers rather than 

attracting new customers. 

To start off, banks must understand their customer behavior to look for suitable 

marketing strategies that focus on relationship building and then customer retention. 

Keeping customers is not only providing the necessary equipment for customers 

performing banking transactions, but it is also crucial on how to communicate with 

customers either through face-to-face or online chat to portray a unique relationship. 

Moreover, Hanaysha (2017) explained that the formulation and implementation of 

relationship marketing strategy are to maintain business customers and enable 

organizations to obtain a sustainable competitive advantage.  

Apart from that, Aldaihani and Ali (2019) explained that relationship marketing is one 

of the latest and vital marketing approaches supporting and strengthening the 

relationship between banks and customers. Some possible factors that affect 

relationship marketing and customer retention in organizations, especially banks, are 

communication, personalization, fees, ethical behavior, empowerment, and 

technology (Rootman et al. (2014) as cited in Aldaihani (2018). Unfortunately, 

establishing a relationship through relationship marketing may take time to be 

effective since it involves communication between the bank’s staff and customers. 

Therefore, this study is to identify the variable of relationship marketing to retain 

customers from being attracted by competitors. In addition, this paper attempts to 

address the gap of the relevance of relationship marketing in the Malaysian banking 

industry between bank staff and customers since losing one customer will cost the 

organization five times compared to attracting new customers (Aldaihani & Ali, 2019). 
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Another competition area is the number of banks or bank branches that link to the 

availability of services. There are nearly two thousand banks and banks' branches in 

Malaysia (Table 1.2). The figure does not include the foreign banks incorporated in 

Malaysia, where these banks have global connections and supports that provide 

advantages such as funding from their home country. The combination of local and 

foreign banks created very stiff competition. With numerous branches, customers can 

choose which banks exceeded their service quality expectations.  

The quality service ascertains the bottom-line performance of the banks, which boots 

the helpfulness in the competitive market by the improved quality (Paul et al., 2016). 

Service quality will continue as a cutting edge of service marketing literature and 

practices.  Therefore, service quality is as important as the “4Ps” of the marketing mix, 

comprising product, price, place, and promotion.  

Hennayake (2017) highlighted those previous empirical studies showing that the 

critical factor in the success of any business is service quality, which has been 

increasingly recognized where the performance of the banking services is concerned. 

Likewise, Parawansa (2018) mentioned that service quality is an antecedent variable.  

Therefore, banks must provide and practice quality service on every visit by customers 

where banks can place themselves in a better position than the competitors. Moreover, 

Hennayake (2017) stated that service quality had been increasingly recognized as a 

critical factor in the success of any business, and there is no exception for banking in 

Malaysia.  

The critical point is that banks are aware of the goodness of customer retention, and 

retention happens only if quality service is better than their competitors. Service 

quality can be human-related and non-human related. For human-related, banks 

employee plays a crucial part as they are the 'first contact' who can build a close rapport 
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with them. The non-human related factor is about the machinery like Automatic Teller 

Machine (ATM), Cash Deposit Machine (CDM), Cheque Deposit Machine, and the 

banking environment. Another element of the non-human related service is the internet 

connection that allows the machine to operate. Any breakdown will affect the service 

of the bank. Therefore, banks should have a backup plan in case any break-down 

occurs.  

In the BNM reports (BNM, 1st quarter 2018), between 2011 to 2016, 60 percent of 

complaints received by banks were due to operational inefficiencies and poor 

customer’s service. It is interesting to investigate why banks refuse to pay full attention 

to their service since service failure had been reported decade ago.  

Banks' customer understandings and their expectations about receiving the service are 

important points for customer satisfaction. Therefore, the goal of applying the service 

quality variable in this research is to close the gap of service quality on customer 

perception, specifically on human-related services. Furthermore, as highlighted by 

Yoganathan et al. (2015), banks must apply their support service to differentiate 

themselves from other banks. Therefore, the services provided had to be unique and 

distinguishable compared to competitors.  

As highlighted by Bakar et al. (2017), service quality is a crucial element in the 

perception of value, where competitors are difficult to imitate. According to them, 

perception of value means the exchange between costs and benefits and arises from 

both quality and price.  

Price or interest is being offered or charged to the customer either in terms of deposits 

or loan products. For example, Mushtaq and Siddiqui (2017) have explained that 

interest rate is the amount of money that a bank will receive, or the borrower needs to 
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pay for any loan taken by the customer. On the other hand, for the depositor, the bank 

will set interest for the customer’s deposit. In addition, banks also charge customers 

for some other miscellaneous transactions. Over and above, each commercial bank 

offers approximately the same interest rate to customers, either deposit or loan 

products (Appendix C). 

Parawansa (2018) mentioned that retained and satisfied customers could establish a 

dependable customer for the bank, and with the enlarged customer base, customers are 

expected to be less prone to any changes in pricing. When competitors offer better 

pricing, chances of customers shifting are high if the amount is enormous. Moreover, 

Hanaysha (2017) revealed that long-lasting customers are likely to purchase more, 

attract new customers, and have less sensitivity to changes in price. Since customers 

are less sensitive to price changes, this research aims to investigate whether price 

affects the banks' intention to retain their customers when competitors offer a 

reasonable price, even customers having a close relationship with quality service that 

meets customers’ satisfaction.   

Ahmed (2020) mentioned that organizations want to retain customers by offering fair 

prices instead of service quality. However, what customers prefer is better quality 

services at an affordable price. In addition, if the organization makes frequent price 

changes, the organization will be adversely affected customers’ satisfaction. As such, 

satisfaction on price is on how banks can accommodate the price offers by the 

competitors.  

Customer satisfaction has been identified as a significant influencer. On the other hand, 

relationship marketing is a way of customer marketing that enhances the company’s 

long-term growth and maximum customer satisfaction (Panjaitan & Laely, 2017). 
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Apart from that, Iberahim et al. (2016) stated that customer satisfaction is an important 

indicator to ensure the success of a business because it determines the future market 

growth of the organization. Different researchers have made many efforts from the 

previous study to improve customer satisfaction. This is because the gap between 

customers’ expected satisfaction and actual service delivered can influence how the 

bank retain their customers. Therefore, satisfaction will be the mediating variable for 

retaining customer in this research. 

Customer retention is an important managerial issue as almost all leading 

organizations have practiced it since the 1990s (Moenardy, 2016), where researchers 

and practitioners have recognized the importance of customer retention. Previous 

researchers use various variables or dimensions (e.g., perceived service quality, 

perceived value, customer satisfaction, loyalty, commitment, closeness, 

communication, and switching cost - to name a few) to determine the most relevant 

variables to retain customers in the banking industry. Other researchers have also 

examined different variables such as Coussement (2014) on customer retention drivers 

through social influence; Nitzan and Libai (2011) on satisfaction; Guo et al. (2009), 

Siu et al. (2013), Gustafsson et al. (2005), and Bolton et al. (2006) on loyalty programs; 

Wang et al. (2014) on service failure; Hanaysha (2017) on marketing mix; Darzi and 

Bhat (2018) on personnel capability and customer satisfaction, and Peng et al. (2019) 

on trust and loyalty.  

There is only minimal research being carried out in Malaysia specifically on customer 

retention variables in Malaysian banking, e.g., Bojei et al. (2013); Danesh et al. (2012); 

and Siu et al. (2013). However, there is research about Malaysia banking industry on 

other variables such as relationship marketing by Jumaev and Hanaysha (2012); 
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Ndubisi (2007); Ndubisi et al. (2008); and Malaysia banking service quality by Kumar 

et al. (2009); Firdaus et al., (2010); Lo et al. (2010) and Johra and Razzaque (2014).  

In addition, from the past, researchers researched in various businesses have indicated 

that satisfaction indeed leads to customer retention or loyalty through the relationship 

of marketing (Kyei & Narteh, 2018; Hanaysha, 2017; Ogbechi et al., 2018), service 

quality (Subashini, 2016; Rabbani et al., 2017; Hennayake, 2017; Moghavvemi et al., 

2018), and price (Narteh, 2018; Yaqub et al., 2019; Ahmed, 2020).  

To understand the level of customer satisfaction, banks need to understand how to 

integrate relationship marketing, service quality, and price concepts into managing 

customer satisfaction. In addition, banks need to fulfill customer expectations on the 

service quality and perceived price to achieve customer satisfaction and retention. 

Therefore, this study aims to fill these gaps by developing a deeper understanding of 

how customers react when banks apply these three variables and mediate with 

satisfaction.   

Without a doubt, banks are making acceptable profits, but shareholders look at it 

differently, and they expect to have a consistent yearly incremental profit figure. It is 

a question of whether a vast customer base indeed contributes to the growth of profit 

performance. The notable performance is that the bank from the lower ranking with 

lesser customers can perform better than a higher-ranking bank with a considerable 

customer base. Therefore, there is a gap that banks need to solve other than looking 

into the homogeneous products and the pricing. 

1.4 Research Questions 

1. Do relationship marketing, service quality, and price influence customer 

retention? 
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2. Does satisfaction influence customer retention? 

3. Do relationship marketing, service quality, and price influence satisfaction? 

4. Does satisfaction mediate the relationship between relationship marketing, 

service quality, and price toward customer retention?  

1.5 Research Objectives  

1. To investigate the relationship between relationship marketing, service quality, 

and price toward customer retention. 

2. To investigate the relationship between satisfaction and customer retention. 

3. To investigate the relationship between relationship marketing, service quality, 

price, and satisfaction. 

4. To investigate the mediation effect of satisfaction on the relationship between 

relationship marketing, service quality, pricing and customer retention. 

1.6 Significance of the study  

This study contributes to the banking industry and various service industries in 

Malaysia and possibly worldwide, provided the culture is similar to Malaysia. The past 

financial record has shown that banks profit has been fluctuating for the past ten years. 

It is getting arduous to compete in the banking industry due to the stiff competition 

among the banks in Malaysia. Customer retention with the influence of relationship 

marketing, service quality, and pricing will combat the ‘phenomena’ of fluctuating 

banks’ performance on profit.  

The suitable variables can help banks strategically implement marketing plans. The 

main reason is to prevent customers from moving out but remain with the bank. 

Moreover, many previous research studies assert that there will be a significant 



 

18 
 

increase in profits even with small increases in customer retention (Chang & Zhang, 

2016). 

This research discusses the contribution of satisfaction as a mediator in influencing the 

variables to produce strong support on customer retention. A substantial body of 

research has examined the principal influence of satisfaction on retained customers, 

where the overall result has found a significant positive effect of satisfaction (Alnsour, 

2013). 

On the other hand, SET is the underpinning theory that helps design the framework. 

For example, Chang et al. (2015) postulate that SET is one of the earliest theories about 

social behavior, and the communication between individuals is an exchange of 

resources. According to the “social behavior is a series of exchanges where 

individuals try their best to maximize their benefits. When a person receives something 

beneficial from others, it is an obligation to reciprocate”. Moreover, the contribution 

of SET to this research is that it recognizes the outcomes of dependence among the 

business partners in the context of withholding an excellent social exchange 

relationship. 

1.6.1 Theoretical Contribution 

The efficiency of the bank's performance is indispensable for the country's economic 

development. But unfortunately, as far as the researcher is aware, no prior research 

combined the three variables with satisfaction variables as a mediator to study 

customer retention in the Malaysian banking industry. 

Internal or external reasons can cause the contributing factors to the bank's 

performance. The challenging part is that customers have dozens of banks to choose 

from. Due to this factor, customers are the secret to the survival of a bank. Thus, this 
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research assesses the relationship of internal factors of relationship marketing, service 

quality, price, and satisfaction as a mediator to determine how to retain customers from 

moving to competitors. This research is significant to the commercial banks of 

Malaysia, which can be applied as a general guideline for other business industries.  

This research primarily focuses on the beginning of building a relationship with 

consumers using a relationship marketing strategy. Once a relationship has been 

established, service comes into the picture, especially in human interaction. After that, 

they are offering a competitive or reasonable price that is comparable with competitors. 

Another theoretical contribution is the involvement of satisfaction as a mediator. 

According to Mecha et al. (2015), a study on different fields has suggested that 

customer retention improves customer service quality and satisfaction.  

Therefore, this research is a theoretical suggestion to link the bank's specific condition 

with the combination of constructs mentioned above which have not been integrated 

theoretically or explored in terms of empirical in the past literature. This research aims 

to see the changes in how banks treat their customers to retain them. 

1.6.2 Practical Contribution 

This research has a substantial practical contribution to the banking industry. 

Practically this research is helpful for the bank management in running their day-to-

day business by incorporating the variables for customer retention and increasing the 

customer base. Additionally, this research helps academician teaches students who are 

keen on studying marketing.  

Starting with relationship marketing right from the first contact between the bank’s 

employee and customer is to build up a long-lasting relationship with the customer by 

providing a quality service. Reasonable pricing is not only to attract existing customers 
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but also new ones. Pricing is an essential element where both parties want fair pricing 

to be satisfied. Thus, banks can retain the customer when customers are satisfied with 

the price. 

This research benefits any business industries that need practical solutions to enhance 

customer retention in Malaysian banking. The study has enormous potential to benefit 

the decision-makers such as managers, marketers, service business operators, and in 

fact, now the most popular online business owner in better understanding the strategies 

in customer retention. The research will also be beneficial to the bank’s management 

in coming up with marketing strategies. Finally, the information gathered from this 

research helps develop strategies for long-term planning by maximizing banks’ 

customers’ base level.  

The foundation of this research helps bank shed some light on what customer wants 

and how this impact customer retention. In addition, this research is not only helping 

the bank’s manager, but other industries marketer also can formulate their strategies 

effectively on customer retention. Therefore, this increases the percentage of retention 

revenue to the bank and meet the bank’s bottom line. 

1.7 Scope of the study  

This research covers how the banks will ‘reach’ the customer needs and wants for 

banking services and obtain the necessary information on how to retain them. The 

respondents or customers will be from commercial banks in three different areas from 

Perak state. The respondents from these three areas are involved in the retail business, 

agriculture, farmers, manufacturing, and salary earner.   

The questionnaire will be distributed to customers in the banking hall or self-service 

terminal (SST) area. Nevertheless, this research covers the banks’ customers without 
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limiting the age limit. In addition, this research covers the impact of relationship 

marketing, service quality, pricing, and mediated satisfaction on retaining existing 

customers.   

Generally, there are types or categories of customers. There are normal or regular 

customers. Another group is called priority or high net worth customer, which banks 

classify this group of customers based on their assets or deposit account balance. Some 

banks are classified as privileged customers. The type of customer may not be able to 

be the respondent because they are direct to another area for banking transactions and 

serve by a designated manager in charge of the customer’s financial portfolio.  

Another type of customer is the internet banking users only, and they did not come to 

the banks for any transactions as respondents. This type of customer conducts their 

transactions online and rarely comes to the bank. However, this research can get 

respondents who use an SST placed near the banking hall for customers to perform 

withdrawals or deposits through the machine.   

1.8 Organization of the thesis  

Chapter 1 provides the background of the research studies on customer retention and 

why customer retention is crucial to the banking industry and other business industries. 

Then, it also highlighted the background of customer retention in Malaysia and the 

contributing factors to the profit performance of the Malaysian banks. After that, this 

research will touch on the problem statement, research questions, research objective, 

significance of the studies, scope, and hindrance. The last part will be how the thesis 

is organized. 

Chapter 2 is a literature review that focuses on the past and related to this research. 

The review discusses relationship marketing, service quality, and pricing. This chapter 
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also highlights the background of Malaysian banking. In addition, this chapter also 

discusses customer satisfaction as a mediator and SET as the underpinning theory for 

customer retention. This chapter will end with a summary.  

Chapter 3 discusses the methodology of this research. It includes a discussion on 

factors that influence customer retention, research framework, development of 

hypotheses, sample and sampling technique, data collection, questionnaire design, 

validity and reliability of the study, and a summary at the end of this chapter. 

Chapter 4 presents data analysis and results. This chapter will explain this research's 

reflective measurement model (outer model) and the structural model (inner model). 

In addition, it explains the data examination, screening, and preparation. In the same 

chapter, hypotheses explanation will be conducted by stating the accepted and rejected 

hypotheses. Additionally, it will state how the data is analyzed using the Partial Least 

Square-Structural Equation Model (PLS-SEM) and the demography of the respondents.  

Chapter 5 is the conclusion and recommendation of the research studies, including 

recapitulation of the whole research. It also highlights the summary and discussion of 

the research. It will also highlight the implication of the research. This chapter ends 

with concluding remarks, suggestions for further research, and the avenue for future 

researchers to further study.   
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter intends to review past research on banks that had conducted a study on 

customer retention. Most of the reviewed literature was from the service industry. The 

importance of this chapter is the contribution of customer retention in generating a 

stream of revenue from the bank's customer base and pushing the bank's performance. 

This chapter begins with discussing how important it is for the banks to initiate 

relations with consumers and then lead to customer relationship strategy. Specifically, 

this research reviews past literature on the independent variables of relationship 

marketing, service quality, and price to assess the strong effect on customer retention. 

Next, satisfaction will be the mediator where it must be a causal result of the 

independent variables, and finally, Social Exchange Theory (SET) is the underpinning 

theory. The chapter ends with a summary of the literature. 

2.2 Customer Retention 

Customer retention has been studied widely due to the impact of customers’ lifetime 

value or stream of revenue generated from customers, which push the organizations’ 

bottom line (Coussement, 2014). Retaining existing customers is an essential objective 

for any business organization in today’s highly competitive market conditions. Many 

organizations utilize their time and allocated funds to establish long-lasting 

relationships with customers and potential customers to intensify and strengthen their 

market existence (Hanaysha, 2017). 
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The banking industry in Malaysia can apply this same principle. The academicians and 

industry players are interested in continuously looking for the right strategy to retain 

customers in any business organization. Hence, retaining existing customers in the 

bank helps the bank meet the bottom line and take the opportunity to attract new 

customers. 

In the 1990s, Dawkins and Reichheld's initial publication already highlights the effect 

of an organization's commitment to retaining customers in the organization (Darzi & 

Bhat, 2018). They claimed that organizations with a high retention rate lead to better 

customers' net present value (NPV). For example, a five percent increase in customer 

retention can increase customer net present value between twenty-five to ninety-five 

percent. NPV is long-term profitability expected to be achieved by an organization. 

Since the impact of customer retention is enormous, it is salient for every organization 

to implement it soonest. The sooner the bank implements customer retention, the 

quicker the organization can experience the results. 

The emergence issue of customer retention in other parts of the world has been 

highlighted as early as the 1980s. An example of how important a customer retention 

strategy is when the attention was given by General Motor Corporation (GMC) in the 

mid-1980s. Here, GM starts monitoring customer retention rates to provide the earliest 

and most accurate answer for future improvement purposes. Organizations that 

monitor customer retention rates precisely and consistently need to provide superior 

service value to customers where getting information from customers is an important 

step. For example, Reichheld and Sasser's (1990) (cited in Chang and Zhang, 2016) 

research mentioned that the costs of customers acquisition are much higher than 

retaining existing customers, where a slight increase in customer retention increases 

substantial profit. The increase of revenue from the customer base will not be affected 
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if the banks monitor their operating cost. As Parawansa (2018) highlighted, customer 

retention aims to help the company increase income, improve profitability, and source 

new customers. 

2.2.1 Definition of Customer Retention 

Mugambi and Karigi (2015) classified customer retention as the business relationship 

between customers and an organization. Here, marketing scholars frequently cited the 

benefits of customer retention and acknowledged its theoretical and practical relevance 

to the business industry. Practicing a customer retention strategy is not only a critical 

step to be taken, but it is a must. Regular action must be taken in this present day of 

the stiff environment to stay relevant to the market (Hundre et al., 2013). 

The definition by Mahapatra and Kumar (2017) on customer retention is customers 

staying with the service provider in the future. On the other hand, the definition by 

Moenardy et al. (2016) defined customer retention as a customer favorite, customer 

identification, commitment, trust, and willingness to make a repeat purchase and 

recommend others. Note that trust is needed in banking as customers place hard-earned 

money into the banks. Therefore, bank employees need to engage full support to 

customers’ needs and at least attempt to meet minimum customer requests.  

In addition, Mecha et al. (2015) explained that the main point of customer retention is 

through varying means and practices to ensure repeat purchases from the retained 

customers. When there is a repeat purchase, the relationship has been established.  

The synthesis between customer relationship management and relationship marketing 

can serve to enhance customer retention (Aldaihani & Ali, 2018). Moreover, 

relationship marketing is the latest and most essential marketing approach supporting 

and strengthening the relationship. Therefore, it is explicit that relationship plays a 
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vital role in customer retention. In addition, Hettiarachchy and Samarasinghe (2016) 

have mentioned that customer retention in the banking industry is influenced by 

relationship marketing. 

Relationship marketing can be used as an arsenal to conquer customers' minds, serve 

them better, and satisfy the retained customers. Hettiarachchy and Samarasinghe (2016) 

also mentioned that customer retention is “Customer retention refers to the longevity 

of a client’s relationship with a product and/or service providing firm.” According to 

them, the finding of influence of relationship marketing on customer retention is also 

in line with the finding of past research (Rootman, 2011, as cited in Hettiarachchy & 

Samarasinghe, 2016). In that research, 71 percent of the respondents identified the 

implementation of the relationship marketing efforts possibly leads to a higher 

retention rate. Therefore, the researchers conclude that it is imperative to practice a 

prominent relationship marketing for customer retention the long-term survival of the 

bank. 

In Parawansa's (2018) research, the researcher mentioned that service quality and 

customer retention will always be in engaging activities to develop a long-term 

relationship with its customers, which link to relationship marketing. Service quality 

has become more critical than marketing mix, which relies on the 4Ps, denoted by 

product, place, price, and promotion, which did not include interactive elements. The 

interactive element is important in marketing since marketing needs verbal 

communication or interaction. For example, Parawansa's (2018) research findings 

indicated that commitment mediated with service quality and customer retention. The 

finding strengthens previous research that partially proves that service quality had a 

significant and positive effect commitment and commitment had a significant and 

positive effect on customer retention.   
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To successfully retain customers in the service industry, the organizations must be 

customer-focused and improve service quality (Mahapatra & Kumar, 2017). 

According to them, establishing successful relationships plays a significant role in 

improving an organization’s performance by contributing considerably towards 

customer retention. In addition, staff behaviour and motivational training are essential 

concerning retention because satisfied employees tend to deliver better quality services. 

According to Moghavvemi et al. (2018), the difference between a local and a foreign 

bank is in terms of service quality. They highlighted those preceding studies that have 

discovered that customers' perception of the overall service quality is on the 

accumulation of service, which is one of the methods to create a sustainable 

competitive advantage. As such, banks must maintain their standard of services 

continuously throughout the entire relationship with customers. Once a mishandling 

happens, it may jeopardize the whole accumulation of the good service rendered in the 

past. The results also show that foreign banks respondents have a higher mean on 

overall service quality and customer satisfaction than local respondents. The 

possibility is that foreign banks emphasize quality service due to their limited branches 

to serve customers and the image of an international bank. Therefore, locals must 

improve and provide twice the quality of service to retain their customers.   

Banks services are struggling to distinguish themselves from the competition, and 

customers recognize that there is a very small difference in the products offered by 

financial services. On the other hand, competitors quickly match any new introduction 

of service product introduced into the market. For banks to promote themselves 

effectively, they must provide differentiated service quality and possibly introduce or 

offer competitive prices.     
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One crucial factor from the marketing mix is the impact of price on customer retention, 

where price activities play a role in retention. Keaveney (1995, as cited in Kim 2019) 

pointed out that high prices or unfair or ambiguous pricing could significantly reduce 

retention chances. Apart from that, research was conducted by Rao & Abegaz (2017) 

on the role of relationship marketing on customer retention in the banking sector. The 

research finding stated that customers of the bank are comfortable with the services 

provided by the bank and thus do not intend to leave the bank soon due to priority 

treatment in their service delivery process. Customers of the bank also appreciated the 

low charges of the bank for the services used. Therefore, banks must use charges and 

fees as a competitive tool when customers are price sensitive. Price is the main variable 

that can help the banks in terms of revenue-generating. By offering competitive pricing, 

competitors may have a difficult time attracting them.  

On the other hand, Lee and Fay (2017) mentioned in their research that organizations 

should charge higher prices to returning customers because an organization's past 

customer has already revealed their preference for the organization's products. Past 

customers may be locked to stay with the firm since moving to competitors incurred 

costs. They further elaborated that most academic research support that organizations 

should either charge higher prices to their previous customers or use uniform pricing 

to avoid price discrimination. With the uniform pricing, customers feel satisfied and 

will not intend to move to another competitor. A similar strategy may not be applicable 

to the banking industry as banks not only require borrowers or depositors, but banks 

need both. A borrower will request better pricing if this borrower has a certain amount 

of deposits in the bank. The borrower with deposits has the power to negotiate the 

price. 
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With these reviews, three variables, starting with building a relationship through 

relationship marketing, service quality, and pricing, will be studied to test its 

significance on customer retention in the banking industry of Malaysia. With 

satisfaction as a mediator, these three variables can be the ‘pillars’ of customer 

retention in any industry. 

Table 2.1 Previous studies from different industries on customer retention and its definition. 

No Author Study Context Definitions 

1. Ove and Marie 
(2004) 

Bank “Customer retention is defined as a 
commitment to continue to do business or 
exchange with a particular company on an 
ongoing basis.” (pg. 42) 

2. Tsung and Li 
(2007) 

Banking sector “Customer retention is the results of a kind 
of repetitive decision by the customer.” (pg. 
133) 

3. Mohammad, Tony and 
Leonce (2009) 

Retail Banking “Customer retention is defined as the 
degree to which a customer exhibits a repeat 
purchase and price tolerance behavior to a 
service provider and possesses a positive 
attitudinal and cognitive disposition.” (pg. 
458) 

4. Sachin, Raj Kumar and 
Dileep Kumar (2013) 

Banking Industry “Customer retention is more than giving the 
customers what they have expected. It is 
about exceeding their expectation so that 
they become loyal advocates for your 
brand.” (pg. 70) 

5. Muhammed S. AInsour 
(2013) 

Banking sector “Customer retention as relationship 
continuation and it is not only for the short 
term but developing long term relationship 
which leads to the generation of further 
business.” (pg. 124) 
 

6. Hettiarachchy and 
Samarasinghe (2016) 

Banking Industry “Customer retention refers to the longevity 
of a client’s relationship with a product 
and/or service providing firm.” (pg. 518) 

7. Ikhsan et al. (2018) Banking Industry "Customer retention is the construct of 
attitude to reflect the inherent emotional 
and psychological ties in retention." 
 

8. Ascarza et al. (2018) Management “Customer retention is the customer 
continuing to transact with the firm.” (pg. 5) 
 

9. Parawansa (2018) Banking  “Customer retention able to assist the 
company in improving profitability, 
revenue, and generate selected customer in 
the future.” (pg. 54) 
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10. Mahmoud et al. 
(2019). 

E-Banking “Deeply held commitment to rebuy or 
repatronise a preferred product or service 
consistently in the future, despite situational 
influences and marketing efforts are having 
the potential to cause switching behavior.” 
(pg. 274) 

 

Table 2.1 above shows that past researchers acknowledge the advantages of customer 

retention in an organization. Some of the researchers have identified a new definition 

of customer retention. Therefore, based on the past literature, customer retention can 

be defined as building and maintaining the relationship with customers by providing 

quality service and reasonable pricing that can fulfil customers’ needs by considering 

the changes in customers’ needs. 

As a matter of fact, for the past decades, there are numerous studies have been 

conducted to research customer retention in several industries that comprises of Al-

Hawari et al. (2009); Dawes (2009); Danesh et al. (2012); Hundre et al. (2013); Siu et 

al., (2013); Wang et al., (2014); Kristof (2014); Mecha et al. (2015) and the most recent 

is Hettiarachchy and Samarasinghe (2016); Moenandy et al. (2016); Hanaysha (2017); 

Mahapatra and Kumar (2017); Mahmoud et al. (2018); Aldaihani and Ali (2018); and 

Kim (2019). However, from the literature review, most of the research was conducted 

outside of Malaysia, where the results may not necessarily reflect the Malaysian 

market due to different cultures. Furthermore, Malaysia is still under the developing 

country status. 

According to Hundre et al. (2013), success in customer retention start on the first 

contact between the organization and customers, which carries on throughout the 

whole lifetime of the relationship. The first impression is essential for customers to 

return for more products signing and becoming a devoted customer. To develop a 
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dedicated customer base, banks must prioritize customer value instead of maximizing 

the bank’s profit in business strategy. In this competitive environment, banks can be 

differentiated from competitors by delivering consistent service quality with a close 

relationship. However, nowadays, banks find it challenging to meet their service 

expectations, especially in price, demanding, and less forgiving customers. It is more 

severe when customers face unsatisfied encounters and leave without giving any 

feedback. 

Past research by Reichheld (1996) and Zeithaml and Bitner (1996) postulated that the 

concept of customer retention and customer loyalty were interchangeable meanings 

and did not bring any significant differences. Furthermore, Anders et al. (2005) 

mentioned that loyalty is frequently defined as actual retention, which is a basis of 

customer relationship management. Following from there, Ndubisi et al. (2009) 

defines loyalty as an action or activity by customers obliged to visit and commit repeat 

purchases from the same organization. Moreover, Chee (2019) mentioned that various 

studies had examined the relationship between customer loyalty and customer 

retention. The author highlights that "customer loyalty and satisfaction are an integral 

part of customer retention process." Therefore, customer loyalty is the primary 

determinant factor whether the customer will retain or not (Chee, 2019). On the other 

hand, Almohaimmeed (2019) defined customer loyalty as their willingness to repeat 

purchases, refer new customers, and loyalty programs.  

Based on the past literature review, customer retention and loyalty definitions have 

similar meanings. Here, Alketbi et al. (2020) postulated that the meaning of customer 

retention is "retaining customers" since the cost of attracting new customers is higher 

than the cost of retaining one. Moreover, this comprises retained customers' purchases, 
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encouraging new customers, taking less of the service providers' time, and being less 

sensitive to price.  

On the other hand, Mahamudul (2019) mentioned that customer retention is touched 

on the perpetual business relationship established between a supplier and a customer. 

In addition, an important statement about the distinction between customer retention 

and loyalty is that loyalty can be defined in terms of customer behavior. This has been 

synonymous with customer retention in terms of customer attitudes. Therefore, 

customer retention measures whether a retained customer continues to do business 

with the company, which is the main agenda of the banks or organizations. On the 

other hand, loyalty is about measuring the customer's tendency to select the company 

as a preferred company and has the tendency to resist competitors. Therefore, a 

customer who continues to do business with the organization may be retained but not 

necessarily loyal. As such, the customer retention term is being used interchangeably 

with loyalty for this research.  

2.2.2 Underpinning Theory – Social Exchange Theory (SET) 

From past research, many theories have been used to investigate customer retention, 

whether tangible or intangible services offered by an organization. Some of the 

theories are Equity Theory and Theory of Planned Behavior (TPB) where it has 

comprehensively conversed in various fields of research. For example, equity Theory 

is frequently applied to evaluate service recovery efforts (Siu et al., 2013). TPB is 

drawn from philosophy, sociology, and psychology, which is well written and can be 

applied to various decision-making contexts (Kashif et al., 2017). It has also been used 

extensively to investigate and predict multiple types of workplace behavioral intents.  
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Yoganathan et al. (2015) mentioned SET primarily emphasizes exchange relationship, 

value, and utility. This theory is to ensure a smooth relationship between all parties. 

Any successful exchange or otherwise encounter between an organization and its 

employees will impact the whole organization. To start with, banks must ensure the 

relationship between banks and customers is in a close relationship where customer 

retention is a concern. Building up a relationship is through communication, and there 

is a positive impact of the communication process on customer retention (Aldaihani & 

Ali, 2019). The communication process through a social exchange allows banks’ 

employees to gather more customer information to identify their needs and build a 

close rapport. Therefore, a good customer relationship through purchase experience 

ensures the enhancement of the relationship between the suppliers and the customers.  

Yoganathan et al. (2015) stated that SET postulates there are two parties in the 

exchange: suppliers and customers exchange resources through social relationships. It 

is suggested that the deal involves monetary exchanges and non-monetary. On the 

other hand, Rather and Sharma (2019) have mentioned that researchers argued that in 

an ongoing relationship between the two parties, the exchanges could be social, 

economic, and possible a mixture of social benefits and costs. It is the similarity in 

banking between banks and customers. Both parties must start with the relationship 

through the social exchange of information about banking products. Only then the 

economic exchange joins in terms of the offer or agree with price where both parties 

will enjoy the benefits. Therefore, SET can be applied in banking because both parties 

are looking into the economic point on the benefits (price or interest earned by the 

bank and payment of interest to the customers based on the offer and demand).   

Liaquat and Mehmood (2017) have mentioned that SET is a sequence of 

“interdependent interaction takes place which is contingent on the action.” It 
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emphasizes these inter–reliant transactions, which resulted in a high potential 

relationship where banks depend on the deposits of customers to generate business and 

depositors depend on price or interest for their deposits. Therefore, within SET, 

interaction and interdependence are a must, mutually beneficial, and subject to both 

parties' actions.  

This study proposes that SET can explain how social exchange behaviors present to a 

business-to-consumer (B2C) exchange formation, and it is a form of relational 

exchange. To put it in other words, SET explains how social exchange behaviors can 

be applied in banking, such as forming the interacting awareness and messages 

between banks and customers, increasing the likelihood of strengthening the 

relationships between both parties.  

Subsequently, Chang et al. (2015) mentioned that SET's main contribution, according 

to the business literature, is acknowledging the consequences of relying upon the 

exchanges within the partners. In these circumstances, interdependence is vital to hold 

an excellent social exchange relationship. As such, SET will be the underpinning 

theory for this research, which is one of the most lasting and widely applied conceptual 

frameworks (Cropanzano et al., 2017). 

2.3 Relationship Marketing   

In 1983, Berry from North America introduced relationship marketing in the service 

marketing context. He is the pioneer in formulating relationship marketing (Ang & 

Butler, 2004; Ghani, 2012;). Relationship marketing has been disclosed to present a 

strong customer relationship in strengthening customer loyalty and firm profits.  

Comparatively, to increase the efforts of recruiting new customers, it is advantageous 

to establish and preserve current customers that are often characterized by a high rate 
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in reduction of customers (Reichheld & Sasser, 1990; Coussement, 2014). 

Accordingly, preserving the customers must be from the initial contact between the 

service provider and customers. The initial contact will determine how successful 

customer retention would be. As highlighted by Al-Qeed et al. (2017), the objective of 

relationship marketing is to provide exceptional services to establish long-term 

relationships with the customers and emphasize retaining them than acquiring new 

ones. Banks must ensure the established relationship benefits both parties, creating a 

win-win or reciprocal situation. Nevertheless, close monitoring of the relationship 

must be ongoing.  

Way back in the 1990s, Morgan and Hunt's (1994) defined relationship marketing as 

an action towards establishing, expanding, and retaining a successful connection 

between two parties. They also mentioned that trust and commitment are the basic 

building blocks of relationship marketing (as cited in Mahmoud et al., 2018). 

Moreover, Solangi et al.  (2019) investigated the effect of relationship marketing on 

customer retention. The study found that trust, commitment, communication, and 

conflict handling were positive and significant predictors of customer retention. This 

study has proven the importance of trust and commitment from both parties are 

essential to the relationship. On the other hand, communication must be on top priority 

as this is the tool for the banks to distinguish the quality of their products or service. 

At the same time, conflict handling is able to satisfy the customers once any conflict 

has been settled. Thus, the study found that the higher the customer trusts the bank, 

the more commitment it would be, leading to increased trustworthiness.  

Apart from that, Christian et al. (2017) examined the relationship between relationship 

quality and customer loyalty. The study investigates the magnetism of customer trust, 
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satisfaction, and commitment on loyalty and determines the outcome of the 

relationship marketing program by pension firms. The results confirm the effect of 

customer trust and satisfaction on customer loyalty. However, commitment in this 

study is not supported, but there is support for the impact of relationship marketing 

programs on loyalty. Therefore, it is suggested to establish a relationship with 

customers is by encouraging trust, investing in customer satisfaction, and recruiting 

and training socially and service-oriented frontline employees to produce a solid 

relationship with customers. 

Vasiliu (2013) since the introduction of relationship marketing by Berry in 1983, there 

are many subsequent researchers have been conducted on the same marketing strategy, 

such as Gronroos (1994); Ravald and Gronroos (1996); Sureshchandar et al. (2002); 

Durkin and Howcroft (2003); Wahab et al. (2009); Jumaev and Hanaysha (2012); Viio 

and Gronroos (2013); Christian (2017); Mahmoud et al. (2018); Ogbechi (2018); 

Adaihani and Ali (2018); Adaihani and Ali (2019); Solangi et al. (2019) and Hasan 

(2019). 

Palmatier et al. 2009 (as cited in Vasiliu, 2013) postulate and empirically test the core 

relationship of relationship marketing. The importance of establishing relationships 

with customers and retaining key customers has been investigated previously in the 

banking industry. Accordingly, Vasiliu (2013) manages customer relationships to 

ensure customers' experience during the purchase process is satisfied and enjoyable. 

The enjoyable experience by the customers can convey to the customer’s friends or 

relatives, which better than advertising. It assists in producing additional sales and 

expanding the customer base. The author further justifies those excellent services are 

essential for the organization to apply customer retention.   
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2.3.1 Relationship between Relationship Marketing and Customer Retention 

Panjaitan et al. (2017) relationship marketing is very strategic for the banking industry 

in creating a better position in the financial market. They also stated that banks must 

offer unique products or services from their competitors to succeed in this competitive 

market. Therefore, they researched to get a better understanding of customer 

satisfaction and loyalty and, at the same time to measure the extent to which service 

quality and relationship marketing strategy affect customer satisfaction and loyalty. 

The finding shows that relationship marketing affects customer satisfaction. But on the 

other hand, the finding also shows that service quality affects relationship marketing 

and customer satisfaction. Therefore, the implementation of relationship marketing 

will increase customer satisfaction, but the banks must provide quality service to 

increase customer satisfaction. This means that relationship marketing and service 

quality provide additional strength to help the bank meet customer retention. 

Relationship marketing aims to retain profitable existing customers and attract new 

ones that rely on long-term relations, which generate overall satisfaction or meet their 

expectations, using social connections and structural bonds (Okonkwo & Ugwuonah, 

2019). Their study examines how banks will improve customers’ satisfaction through 

some specific relationship marketing practices.  

The existence of customer retention is when a customer continues to purchase products 

or services of an organization within a long time (Hanaysha, 2017). An organization 

enjoys financial results when there is a long-lasting relationship between the 

organization and customers through repeat purchases. Past research shows that 

relationship marketing strategy is one of the essential strategies for an organization 
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that focus on customer retention (Hanaysha, 2017). However, the conceptualization 

and measurement of customer retention can differ from one industry to another.  

In Hanaysha's (2017) research, the author performed a test on the effect of selected 

marketing mix elements on customer retention in the retail industry. The results 

showed that a strong distribution, price, and distribution location significantly 

positively affect customer retention. Distribution and location are no longer important 

as the customer can purchase online, and many organizations have already started to 

establish online purchases on their website. The author also highlighted that the store 

image plays an important role in affecting customer retention as well. In the banking 

industry, there are many branches for customers to walk in to perform their financial 

transactions, especially helpful for those customers who are not well versed in 

computers. Banks still can deliver their financial services anytime and anywhere as 

long there is an internet connection. As such, distribution and location are less 

important to the banking industry. In terms of price, it will be real competition among 

the banks as each bank try to attract customers with competitive price. Therefore, price 

competition is more intense in banking since it is an intangible product. 

2.4 Service Quality    

The main factor of relationship marketing is service quality (Bojei et al., 2013). 

According to Tan et al. (2016), exceptional service quality encourages the 

development and maintenance of long-term relationships with customers, an important 

competitive business environment for banking. Furthermore, Tan et al. (2016), service 

quality is one of the critical success contributors that may influence the 

competitiveness of a service organization. Therefore, banks must differentiate from 

competitors by providing a high-quality service to be competitive. One method is that 
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products or services produced by any business industry should be where customers 

need and not where the organization wants to sell.    

Building up a quality relationship between a service provider and customers ensures 

customers' stand-by service providers precisely detect and serve customers' needs 

effectively. The existence of high-quality products and services can expand eminence, 

not only improve user retention but it can also entice new customers via word of mouth 

(Parawansa, 2018). Therefore, service quality can achieve financial performance and 

then incremental profit.  

Apart from that, Appannan et al. (2013) research on customer perception about service 

quality in Malaysian banking concludes that service quality is the highest degree 

element that can influence most customers' opinion about banking services. The results 

show that generally, customers respond with satisfaction, and it is perceived as 

domineering service quality. The service quality dimensions in their research related 

to human interaction or contact include attentive, flexibility, communication, friendly, 

and responsiveness. Lack of little information will make the relationship vulnerable, 

threatening the quality of service due to missing out on the information. Human 

interaction enables the right information to be passed to customers, and any unclear 

issues can be rectified immediately.  

An empirical study by Osman et al. (2016) defines service quality as the willingness 

of customers to pay from what they will receive in contrast to what the supplier 

enclosed. Thus, according to them, service quality has been conceptualized as the 

deviation between expected and actual service performance. Simply said, service 

is “an act or performance which will give the benefit to customers.” 
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Many researchers have conducted service quality either in banking or other industries, 

such as customer service management (Kok Wei & Nair, 2006); delivering service 

quality (Kumar et al., 2009); service quality and retention (Al-Hawari et al., 2009); 

service quality impact on loyalty (Lo et al., 2010) and relational service quality (Fatima 

& Razzaque, 2014). Apart from that, there are also service quality and customer 

satisfaction (Subashini, 2016); service quality and relationship marketing (Moenardy 

et al., 2016); service quality and customer loyalty (Rabbani et al., 2017); service 

quality perception and customer satisfaction in Islamic banking (Ali et al., 2017); and 

perceived overall service quality (Moghavvemi et al., 2018). Others include E-

SERVQUAL (Baber, 2019) as well as customer satisfaction and service quality 

(Alabboodi, 2019). The essential point is that most of this research showed a positive 

correlation or significant loyalty to the organization. 

Pakurar et al. (2019) mentioned that everyone might have a different quality service 

level or definition. Therefore, it is an ambiguous and complex concept, owing to the 

characteristics of services being heterogeneous, intangible, and perishable while in the 

process of production and consumption. Furthermore, there is no agreed definition. 

Moreover, according to the authors, service quality can be understood as a 

comprehensive customer evaluation of a particular service and how it meets their 

expectations and provides satisfaction. 

On the other hand, Parawansa (2018) explains that past researchers associate the 

meaning of satisfaction and service quality concept. The author explains that these two 

concepts are different. Service quality depends on the service dimension that focuses 

on customer perception on five unique dimensions of services: reliability, 

responsiveness, assurance, empathy, and tangibility. In comparison, perception of 
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service quality, product quality, price, situational factor, and personal factor affected 

satisfaction.  

Most of the studies assessed service quality from the past literature by applying the 

SERVQUAL model introduced by Parasuraman et al. in the 1980s. There are five 

dimensions, tangibles, reliability, responsiveness, empathy, and assurance. However, 

several authors have doubts about the SERVQUAL model suitability (Sureshchandar 

et al., 2002) and recommended using different dimensions in different types of service 

in the research study. According to the authors, reliability, responsiveness, assurance, 

and empathy in SERVQUAL relate to the human element in service delivery with 

dimensions directed to the human element. Hence, it is considered an important 

contribution to customer service.  

Ali and Raza's (2017) research results indicated that the multidimensional service 

quality scale is positively and significantly associated with the unidimensional scale 

of customer satisfaction. The compliance dimension of the SERVQUAL model proved 

its vital to show the highest contributing factor in the overall model. Another research 

was conducted by Moghavvemi et al. (2018) about the overall service quality and 

customer satisfaction for banks in Malaysia. The results show that foreign bank 

customers have higher satisfaction than local bank customers. This is because the 

banks compete in skilled staff, innovative products and services, rendering quality 

services, and customer satisfaction. The advantage of the local banks is that they have 

more branches than the foreign banks. 

In Sureshchandar et al. (2002) research, they postulate that service quality can happen 

in different areas in the organization. The authors identified five dimensions of service 

quality, which include service product or core service, the human element of service 
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delivery, non-human element (systematization of service delivery), tangible of service 

(servicescapes – equipment and/or machinery) and social responsibility. The results 

indicate that service quality and customer satisfaction display independence, and 

customers indeed have different points of view on the constructs.  

2.4.1 Relationship between Service Quality and Customer Retention 

Edward and Shadev (2011) study on customer service is pleasurable with a favorable 

feeling resulting from the general assessment during customers’ purchasing. In 

addition, the authors highlight mediating effect of switching costs on customer 

retention through customer satisfaction in mobile services in India. Their study also 

supported past empirical research linking perceived service quality, consumer value, 

customer satisfaction, and customer retention. 

In the research performed by Osman et al. (2016), they investigated in the United 

States whether customers will remain with the organization is based on the service 

quality rendered. The same goes for the positive relationship between service quality 

and customer loyalty to Thailand's restaurant owners. In addition, some other studies 

were conducted in South Korea and Greece where service quality plays an essential 

role whether customers remain with the same organization or leave to competitors. 

Marketers view customer retention as the grand result of service quality (Allan, 2016), 

and it is customarily, customers’ perceived service quality is an antecedent to customer 

retention. Preceding researchers, Al-Hawari et al. (2009) mentioned that the 

application of traditional service quality significantly influences customer retention. 

They traditionally define service quality as customers’ beliefs or attitudes about the 

level of service excellence provided by the bank’s physical location and face-to-face 

communication and is one of the models developed to measure customer perception 



 

43 
 

of service quality. Moreover, they found no significant influence on customer retention 

by automated service quality in general. Automated service quality or the physical 

equipment contribute to the service quality only if the banks can ensure the frequency 

of breakdown is minimal. However, the involvement of human beings or employees is 

needed in products introduction, especially on complicated products such as housing 

loans. 

The bank's goodness of excellence in quality service can distinguish marketing 

advantages as service quality links to increased earnings, chances to perform cross-

selling, more excellent customer retention, and broadening market shares (Tan et al., 

2016). According to them, recent banking service quality has become one of the 

attractive topics among researchers and scholars. The possibility of the reduced 

number of customers and plummeting market share affects the banking industry's 

division. Until now, the great extent of past research shows that service quality 

certainly plays a vital role in the business industry. 

2.5 Pricing 

In marketing, price is a vital variable in corporate practices and consumer buying 

decisions. As such, price is more than a number for customers to make informed 

economic decisions; they need to know in detail such as location, unit details, and 

quantity (Dastane & Fazlin, 2017).  

In banking, revenue received from customers is from the price or interest rate charged 

on loan products and fees or services charges imposed for other transactions such as 

remittances, late payment for loans or credit cards, and other miscellaneous charges. 

Price sets among the banks are nearly identical, which is another factor that contributes 

to the advantages to customers to choose their banker not only based on relationship 
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and service. In fact, some banks accept negotiation from customers in terms of price. 

However, minor degree differences in the price offered by competitor banks may 

impact retained customers. 

Lie et al. (2019) had mentioned that pricing policies must consider several factors 

because price affects the most dominant customer satisfaction. Based on a study 

conducted by Novixoxo (2018) (as cited in Lie et al., 2019), price is the crucial factor 

consumers consider in their intention to make repeated purchases. It is in line with the 

definition of customer retention, and the price is a determinant of the creation of 

purchase and repeat transactions. In addition, it links to the financial capabilities of 

consumers. Lie et al. (2019) mentioned that price is the amount of money needed to 

get a combination of products and services. 

Moreover, Hundre et al. (2013) commented in their research in the Indian banking 

industry, which offered nearly identical products (Appendix A) reaching the near 

maturity phase of the product lifecycle. And according to them, it will lead to a disaster 

if the banks create a continuous endless price discounting to compete in the market 

that affects the banks’ revenue. Instead, the authors proposed that banks can 

distinguish themselves by price and quality. However, differentiation in terms of price 

and quality will not help much if the employee is not interested in giving the best 

service to customers.  

2.5.1 Relationship between Pricing and Customer Retention 

Julian et al. (2013) elaborate that service providers and customers will benefit from the 

established relationship. Customers must pay membership fees, and the organization 

will offer a special price or extra rewards to retain the customer. At present, online 

sellers quickly reward customers with special offer prices due to the low cost of 
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operation. Especially customers able to search other online stores for comparison. 

Nonetheless, the convenience of online services allows customers to choose the 

reasonable or best pricing offered by the service provider. 

Apart from that, Vastani and Monroe's (2019) study in the service industry postulate 

that consumers exhibit different purchase behaviors from those in the products 

industry than the service industry. When consumers perceive a price decrease, they 

may not purchase first as they may expect the price to decline further. Their results 

show that absolute price thresholds affect purchasing decisions as well. When 

customers know that price may decrease, customers will not hesitate to stop buying 

and wait for the right time to buy.  

Customers feel that when the price is reasonable with the product, the customer will 

buy and be directly satisfied, which leads to customer retention (Dastane & Fazlin, 

2017). In Edward and Sahadev’s (2011) research, a customer's perception of value is 

about the price the customer is willing to pay on the exchange between quality and 

benefits provided in the product or service form. Therefore, when customer perception 

of price and satisfaction is high, it is unlikely that customers will get a better service 

from competitors. As such, the price can be the determinant factor to retain customers 

by the bank where competitors cannot match. 

However, competing on price eventually affects revenue received by the bank even 

with a minimal different percentage. Research conducted by Kassim and Manap (2017) 

postulates that commercial banks are highly dependent on the level of interest, either 

cost of funds or cost of borrowing, to be an effective financial intermediary. Their 

research is from the point of view of commercial banks in Malaysia. The bank's 

liquidity is reduced if a high-interest rate is imposed due to the high cost of funding. 
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The outcome is bank's capability of lending has been reduced. Meanwhile, a high-

interest rate scenario would discourage borrowing by the private sector due to loan 

costs affecting bank revenues. Therefore, either method on the price will affect the 

performance of the bank and the way organizations conduct their business. 

Moreover, Narteh (2018) explained that banks usually have a wide range of pricing 

options for customers. A price that customers pay is generally dependent on the volume 

and value of transactions, personal relationship with the bank, and bargaining power 

of the customers. The study conducted by Narteh (2018) is the integration between 

SERVQUAL and Bank Service Quality (BSQ) models with price as a moderator to 

assess service quality and customer satisfaction in retail banking services in Ghana. In 

addition, constructs of access effectiveness were included in the research. However, 

both constructs (access and effectiveness) were not supported, although effectiveness 

concerned the relationship between customers and banks’ employee contact. Its 

effectiveness has a major impact on the formation of customer perception of the 

service given by the banks. Access is a norm to every bank as the customer can access 

banking services anytime and anywhere in the world. Therefore, access to banking 

facilities is no longer a problem for any bank. 

Apart from that, Dastane and Fazlin's (2017) research examines price as a critical 

factor in customer satisfaction and its effect on customer retention in Malaysia's fast-

food industry. The results show that emotional factors, store facility, service quality, 

and prices are the most significant key to customer satisfaction, which lead to customer 

retention. The author further elaborates that price is an indicator of product quality and 

the determination of higher satisfaction by the customer. However, some customers 

may look at prices differently. Customers’ perception is quality comes with a price. On 
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the other hand, services that need to be included for the younger generation are the 

self-service terminal (SST) and internet banking.  

On the other hand, Moghavvemi et al. (2018) suggested that younger adults are looking 

for different products and services compared to the senior age group. They highlighted 

the importance of internet banking for younger adults, which they suggested using 

technology is easier and more appropriate for them since they are more familiar with 

information technology.   

2.6 Role of Satisfaction as a Mediator   

According to Wah Yap et al. (2012), generally, satisfaction is about customers' attitude 

towards service providers or the emotional response by the customers on what 

customers anticipated to receive from fulfilling the desire, need, and objective. 

Therefore, a mere satisfaction measurement will let the banks know how likely 

customers will purchase the service products continuously. To meet the customer's 

satisfaction, organizations must apply suitable variables. However, customer 

satisfaction is an ambiguous concept and has been analyzed in-depth in the past 

marketing literature (Prasadh, 2018). As such, there is no exact answer on how to 

satisfy customers.  

Customer satisfaction is related to the "cognitive judgment of customers resulting from 

an interaction between the customer's personality and a company's marketing 

practices in the perspective of the expectation of the benefits received." (Rai & 

Srivastava, 2014 as cited in Yadav & Rai, 2019). The definition is very relevant to this 

research since relationship marketing links with the interaction between an employee 

of an organization and customers.  
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Customer satisfaction is one of the phrases used to evaluate how customer expectations 

are met based on what the organization can provide the products and services (Bakar 

et al., 2019). Utterly, customer satisfaction is the ultimate stage of customer evaluation 

of a product or service to identify whether it can fulfill or exceed the customer 

perceptions or otherwise. Satisfied customers will help spread the positive message to 

other consumers, and banks can retain them. 

El-Adly (2019) research investigates the relationship between the dimensions of 

customer perceived value, customer satisfaction, and customer loyalty in the hotel 

industry. This research shows that self-gratification, price, quality, transaction, and 

hedonic dimensions were then found to have a significant direct positive effect on 

customer satisfaction and loyalty. Therefore, a satisfying customer is one of the 

ultimate aims that banks seek due to the long-term benefits of having satisfied 

customers, such as positive word of mouth, customer loyalty, and sustainable 

profitability for the bank. In addition, Siu et al. (2013) observe that satisfaction is 

considered the primary mediator that affects post-purchase behavior, linking pro-

choice product beliefs to post-choice cognitive structure, consumer communications, 

and repurchase behavior. 

2.6.1 Relationship between Relationship Marketing and Satisfaction  

Customer satisfaction has been identified as an intervening factor between relationship 

marketing practices and customer retention (Mahmoud et al., 2018). The purpose of 

building up a good rapport with existing customers is to counter offer other products 

to them. Much of past research has mentioned that rather than spending additional 

funds to attract new customers, it is less costly to retain the existing ones. 
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Research conducted by Kyei and Narteh (2016) deals with the impact of relationship 

marketing practices on customer satisfaction in the Ghanaian banking sector. The study 

indicates that trust, reciprocity, commitment, competence, and communication are the 

critical determinants of relationship quality that lead to customer satisfaction. A 

relationship may take time to build and require the commitment of both parties. 

Foremost, the bank employees must equip themselves with clear and precise 

communication, allowing customers to have a competent feeling towards the bank. 

According to the authors, reciprocity is the dimension of a business relationship that 

causes either party to provide favors in return for similar favors to be received later. 

However, Hanaysha (2017) confirmed that price is the crucial factor in deciding 

whether customers continue or terminate their relationships with an organization based 

on the perception of product quality with the amount of money being paid to get a 

particular product. 

In relationship marketing, there is a relational exchange, which involves an 

organization's practice of establishing and maintaining a base of committed and 

profitable customers (Zeithmal & Bitner, 2000, as cited in Christian et al., 2017). 

However, Gronroos (1996, as cited in Christian et al. 2017) stated that relationship 

marketing is related to developing a long-term relationship between parties so that the 

objectives of the customers and stakeholders are met. Therefore, the fundamental of 

relationship marketing is that customer relationships should be a long-term continuous 

strategy with customer satisfaction as the priority. 

Moreover, Harun et al. (2018) mentioned that the consequence of relationship 

marketing had been recognized and suggested as a strategy to subdue service 

intangibility, especially true for the bank and insurance industry as both industries need 

trust and commitment. 
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Apart from that, Solangi et al. (2019) has mentioned that the purpose of relationship 

marketing is not only for marketing introduction but also considered an effective tool 

for updating customer information. In their research, trust and communication scored 

the highest in Cronbach’s Alpha. As such, banks must implement relationship 

marketing for their business. Furthermore, relationship marketing can help the 

marketer update their marketing intelligence because it provides a base for the 

marketer to view the latest customer-related information before any marketing strategy 

implementation to meet customer satisfaction.                    

2.6.2 Relationship between Service Quality and Satisfaction 

In Bakar et al. (2019) research on customer satisfaction in the Islamic banking service 

quality in Perak, they mentioned that customers pay full attention to the service quality 

provided by a service provider. Assurance and compliance under the service quality 

dimension scores were 4.45 and 4.41, respectively, where the findings were consistent 

with the study by Anitha (2016). Therefore, the success of the banking business is the 

service rendered to customers to meet their satisfaction level. It is the main element 

for service providers to compete with one another. 

Apart from that, Rabbani et al. (2017) has mentioned that banks managers should 

develop and refine the working line on service quality to increase customer satisfaction. 

According to the author, bank managers can use the SERVQUAL model to measure 

service quality which all the characteristics relate to customer satisfaction. With the 

current stiff competition among the banks, if customers are satisfied, the bank will 

prosper.  

According to Hennayake (2017), the definition of perceived service quality is about 

the customer's "overall impression of the relative inferiority or superiority of the 
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organization and its services." The swift improvement in terms of information 

technology and the advanced communication channels make a suitable environment 

for customers searching for information. This leads them to be more knowledgeable 

and make precise decisions. In addition, the advancement of technology and stiff 

competition banking business allows customers to switch to another bank seeking 

better services for a higher level of satisfaction. 

Due to the homogeneity of products, service quality and customer satisfaction are 

some of the most vital steps that need to be taken seriously by banks to be sustainable 

and differentiated from other banks. Therefore, the bank's management must ensure 

customer satisfaction will be the management priority. Nowadays, customers are 

unwilling to accept inefficient services since they may benefit from better services 

after being loyal to the present bank. This triggers their continuously growing 

expectation on service quality, whether a human-related or non-human-related service. 

To address this issue, human competencies are one of the most common areas in 

managing people in the workplace. Many researchers argue that employee 

competencies positively impact customer satisfaction (Pakurar et al., 2019). Therefore, 

competencies include knowledge, communication skills, motivation, and, most 

important is, initiative.  

Internet banking for payment, check balance, and transfer within banks and the bank's 

branches have gained much value to the customers due to the convenience and meet 

the minimum requirement of customer satisfaction. Customers want these transactions 

to be performed in flexible hours. Therefore, research on service quality and 

satisfaction of customers in the banking sector is an essential factor (Subashini, 2016), 

provided the price charged for the service is reasonable. As highlighted by Ahmed et 
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al. (2020), customers pay a visit to get their service repeatedly because of the service 

excellence, irrespective of the price increase.  

2.6.3 Relationship between Price and Satisfaction    

First and foremost, banks generate income through interest income and non-interest 

income. Interest income derives from the spread between interest earned from loans 

and the interest paid out to depositors. Non-interest income includes service fees, loan 

and mortgage fees, and wealth management services income, to name a few. If banks 

offer too low prices, they may not meet the bank's bottom line. On the other hand, a 

bank can provide a high price, but when customers are not satisfied, they will move to 

another competitor. Therefore, banks need to have an equilibrium price to meet the 

customer’s price satisfaction.  

The service content includes product prices, interest rates offered, fees, and bank 

charges that may directly affect customer satisfaction. Moreover, customers 

voluntarily recommend the bank's services to their family and friends (Peng et al., 2019) 

when satisfaction has been met. The recommendation can be in the form of word-of-

mouth or electronic word-of-mouth (E-WOM). E-WOM is much faster as this is a 

digital method of spreading the news to their close contacts when customers are 

satisfied with the service, more so if due to the price. 

Price is the leading marketing tool for selling services or products to customers 

(Hanaysha, 2017). The author also mentioned that past literature defines price as the 

value of a service or product in exchange for monetary terms. Therefore, price is the 

revenue given on a product that comprises its cost and the desired profits. Babu and 

Masthanvali (2017) postulate that price offers by an organization affect customer 

satisfaction, and as such, it influences customer retention. In addition, it is perceived 
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that price set is likely to improve post-purchase satisfaction. The author also mentioned 

satisfaction is also affected by the fairness of the price offered to customers, which 

leads to the intention of customers to return and stay longer with the company. 

However, price among the banks is not much difference, and steps need to be taken by 

banks is to provide quality service by initiating relationship marketing.  

Research by Alamgir et al. (2017) states that the contribution of price factor is a 

determinant to identify consumer satisfaction and loyalty in the telecommunication 

service sector in Bangladesh. The result indicates that pricing is one of the main factors 

affecting consumer satisfaction in an organization that forms the competitive 

advantages. In addition, the fairness of price, customer care service, and brand image 

are essential factors for the antecedent of customer satisfaction. The brand image 

portrays the service rendered, and the contribution of customer care service helps in 

satisfying the customers. Prices also reflect customers' behavior and decide whether 

customers will have the revisit intentions or not (Ahmed et al., 2020). 

2.6.4 Relationship between Satisfaction and Customer Retention 

For an organization to be successfully sustainable and then grow relies on customer 

satisfaction which is the foundation of customer retention (Allan, 2016). According to 

Saleem and Raja (2014) and Allan (2016), achieving customer retention is the utmost 

priority to an organization due to the long-term effect on marketing and customer 

satisfaction positively influencing customer retention.  

The level of customers’ desire to remain in an exchange relationship is equivalent to 

the satisfaction they achieved from the existing relationship (Edward & Sahadev, 

2011). According to these authors, satisfaction leads to greater use of the service 

provider and therefore meeting the banks’ customer retention strategies. 
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Banks acknowledge it is noteworthy to be aware of meeting and foretelling customers’ 

needs (Wah Yap et al., 2012). Meeting all these elements creates satisfaction for the 

customers. It is possible that the experiences and attitudes of the bank staff, which have 

immediate interactions with customers, are most likely to influence customers whether 

customers are satisfied or inclined to come back to the bank. Customer satisfaction 

aims to keep the customers remain with the product or service as customer retention 

helps the organization achieve the business objective (Parawansa, 2018). 

Satisfaction is an overall customer attitude towards the service provider (Yap et al., 

2012). An attitude, evaluation, and the emotional response shown by customers after 

the purchase indicates satisfaction (Minarti & Segoro, 2014). Here, customers 

satisfaction has been discussed and researched by researchers for the past two decades. 

The reason is that any business can only move up to a higher level if able to achieve 

customer satisfaction, especially in this intense competitive banking industry.  

Table 2.2 The role of satisfaction as a mediator variable. 

No Authors Research Topic and 
study context Role of mediator variables 

1. Gustafsson, 
Johnson and 
Roos 
(2005) 

The Effects of Customer 
Satisfaction, Relationship 
Commitment Dimensions, 
and Triggers on Customer 
Retention. 
 
(Telecommunication) 

Independent variables used are customer 
satisfaction, affective and calculative 
commitment, and reactional triggers. 
The researchers mention that satisfaction typically 
mediates the outcomes of product quality, service 
quality, and price or payment equity on loyalty. 
The researchers used affective commitment to 
represent the relationship commitment between 
the organization and customers. On the other hand, 
calculative commitment is about the product 
benefits due to lack of choice and the switching 
cost incurred. The researcher uses affective 
commitment to represent the relationship 
commitment between the organization and 
customers. Calculative commitment is about the 
product benefits due to lack of choice and 
switching costs incurred. 

2. Tsung and Li 
(2007) 

Customer Retention and 
Cross-buying in the 
Banking Industry: An 
integration of Service 

The researcher is using locational convenience as 
one of the variables. It stated that location is one 
of the primary determinants in the selection of 
banks and is considered being significant. To 
determine customer satisfaction, researchers 
mentioned the contribution of locational 



 

55 
 

Attributes, Satisfaction, 
and trust. 

(Banking industry) 

convenience is important. On one-stop shopping 
convenience, the bank has all the service products 
to meet customers’ needs where it frees customers 
from the hassle to look for another bank. 
Customers' satisfaction will increase if they can 
save customers time and energy.  

3. Mohammad, 
Tony and 
Leonce 
(2009) 

The relationship between 
service quality and 
retention within the 
automated and traditional 
contexts of retail banking. 
 
(Banking industry) 
 

Researchers divided the independent variables into 
two dimensions – traditional service and 
automated service. The traditional service refers to 
organization performance, such as employee 
knowledge and the process. Banks have come up 
with an automated channel to meet customers’ 
satisfaction and delight them to increase retention 
levels by introducing online banking. 
Automated services include Automatic Teller 
Machine (ATM), internet banking and mobile 
banking. Both dimensions satisfy the customer 
who still prefers to go to the physical organization, 
and another group is internet savvy. 

4. Edward and 
Sahadev 
(2011) 

Role of switching costs in 
the service quality, 
perceived value, customer 
satisfaction and customer 
retention.  
 
(Phone industry) 
 

This research study aims to understand customer 
retention by applying switching costs as one of the 
factors in relationships that involve perceived 
value, service quality, and customer satisfaction. 
The researchers opined that service organizations 
might benefit from a blended approach to increase 
customer satisfaction and switching costs 
separately and in tandem, depending on the 
product-market features. 
 

5. Danesh et al. 
(2012) 

The Study of Customer 
Satisfaction, Customer 
Trust and Switching 
Barriers on Customer 
Retention in Malaysia 
Hypermarkets. 

(Hypermarkets) 

This research the direct relationship of customer 
satisfaction, customer trust and switching barriers 
on customer retention and the relationship between 
customer satisfaction and trust. Previous 
researchers have found customer satisfaction has a 
strong positive effect on repeat purchase intentions 
in service products. Additionally, customer 
retention is customer satisfaction. In this research, 
the researchers concluded that there was a strong 
relationship between customer satisfaction and 
customer retention. 
 

6. Allan (2016) The Relationship Between 
Service Quality 
and Customer Satisfaction 
and Retention 
in Ghana’s Luxury Hotels. 

(Hotel industry) 

This study was about the prestigious hotels in 
Ghana on the effect of service quality on customer 
satisfaction. The results show that customer 
retention is significantly affected by customer 
satisfaction. On top of that, customer satisfaction 
and customer retention are affected by service 
quality. As such, customer satisfaction and 
customer retention should be enhanced and 
maximize service quality, primarily related to the 
responsiveness dimension of service quality.  
 

7. Yadav and 
Raj (2019) 

An Assessment of the 
Mediating Effect 
of Customer Satisfaction 
on the 
Relationship Between 

This study tries to justify the concept of service 
quality, customer satisfaction, and customer 
loyalty. A mediation model uniting three variables 
of service quality, customer satisfaction, and 
customer loyalty is suggested for research. In 
addition, this study also helps to evaluate the 
mediating role of customer satisfaction in service 
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Service Quality 
and Customer Loyalty. 

(Banking industry) 

quality and customer loyalty. The results show that 
customer satisfaction mediates the relationship 
between service quality and customer loyalty. 

8. Parawansa 
(2018) 

Effect of commitment and 
customers’ satisfaction on 
the relationship between 
service quality and 
customer 
retention in rural banks in 
Makassar, Indonesia. 

(Banking industry) 

This paper aims to investigate the effect of 
commitment and customer satisfaction on the 
relationship between service quality and customer 
retention. The target respondent for this research is 
the rural banks. The results show a significant 
influence between the variables of service quality, 
commitment, customer satisfaction, and customer 
retention. The variables of commitment and 
customer satisfaction as a mediator affect the 
service quality on customer retention. 
 

 

2.7 Research Framework 

Many types of research from the past explain the theories of consumer behavior 

intention. For example, past research was derived from social psychology, sociology, 

or economics. However, others pay more attention to the effects of marketing variables 

that emphasize the effects of external responses, such as the continuous flow of 

information to the customers through advertising communication.  

Nataraj and Rajendran (2018) mentioned that Social Exchange Theory (SET) produces 

the concept of relationship marketing. According to the authors, relationships are 

interpersonal and build on trust, interdependence, moral obligation, and reciprocity. 

All these elements are strongly required in the banking industry as the bank is dealing 

with customers' money where customers trust the bank to take care of their money. 

Therefore, banks and customers expect this business relationship to be considered a 

co-creator of value and benefits to both parties. 

 As mentioned by Zietsman et al. (2018), SET is fundamental to the development of 

relationships marketing which moves an organization away from transactional 

exchange to relational exchanges. They further elaborate that relational exchange 



 

57 
 

involves interactions and interpersonal relationships between organizations and 

customers, which are the main components of relationship marketing.  

On the other hand, SET is “a general sociological theory concerned with 

understanding the exchange of resources between individuals and groups in an 

interaction situation” (Nunkoo, 2016). According to Cropanzano et al. (2017), SET is 

inclined to include a minimum of three components: starting an action, an established 

relationship between parties, and a reciprocating action by either party. All three parts 

can be represented with a start-up relationship between the bank and customers 

through communication and then by creating a close and long-term relationship 

through service quality and reasonable or competitive price. The last part is repeating 

of purchase of service from the same bank due to the satisfaction on the service quality 

as a bank is committed to taking care of the customers’ financial matters. Therefore, 

banks can retain their customers for future purchases.  

Past researchers opine that the continuous relationship between two parties, the 

exchanges can be friendly atmosphere, economic or a combination of social benefits 

and financial and costs (Harrigan et al., 2017; Rather & Sharma, 2019). Hence, SET 

comprises indefinite commitments where one party (service provider or the brand’s 

representative) offers a consumer service (service quality), which stimulates by loyalty 

and commitment (Rather & Sharma, 2019).  

Another explanation by Zietsman et al. (2018) perceived value is derived from 

reciprocal exchange transactions in SET, which contains an "exchange ratio of 

tangible and intangible actions." Generally, perceived value is customers' evaluation 

of a service or exchange of services that rely on what customers have paid and what 
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have been received by them. Hence, in this research, price is included as one of the 

variables to retain customers from moving to competitors.  

Therefore, based on the proposed independent variables of relationship marketing, 

service quality, price and satisfaction as a mediator, a research framework is being 

developed with the SET as underpinning theory for this research. SET postulates the 

smooth relationship between an organization and customers on the exchange, which 

increases the value to the brand of the product (Yoganathan et al., 2015).  

The importance of establishing a framework for this research lies in the capability of 

banks applying independent variables to retain customers and the contribution of 

satisfaction as a mediator. Therefore, based on the variables, and SET, a conceptual 

framework for this research is developed as per Figure 2.1. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.1 Conceptual Framework. 
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2.8 Hypothesis Development 

The definition of a hypothesis is a reasonable assumption in the relationship between 

two or more variables. The relationship of variables is assumed on the network of 

associations in the theoretical framework formulated from the previous research study. 

For this research, the following hypotheses have been developed with the contribution 

of past analyses. 

2.8.1 The relationship between Relationship Marketing and Customer Retention 
 
A relationship must be developed first before engaging in any social, marketing or 

business dealing. There are two parts to starting a relationship with customers. Firstly, 

it engages customers, and secondly, it establishes the relationship with the customer to 

achieve the economics of goals (Hashem, 2012). For example, the economies of goals 

for the banking industry are to source businesses from the customers, whether getting 

customers to deposit with the bank or getting a loan from the bank. 

Moreover, Bojei et al. (2013) state that relationship marketing helps the organization 

spend less on retaining existing customers than acquiring new customers because the 

cost is higher for attracting new customers. There has been a thorough study within 

the transformation of the paradigm from transactional marketing to relationship 

marketing (Guo et al., 2009). Relationship marketing allows banks to build a close 

rapport with customers through the enthusiastic or persuasive method. Customers are 

willing to spend more time with banks’ employees to be updated with recent 

information or promotion. The more extended time customers with the bank, the closer 

the relationship will be. The crucial point of relationship marketing is to achieve 

customer loyalty so that a profitably is created and a long-term relationship is 

developed (Christian et al., 2017). 
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Hettiarachchy, and Samarasinghe (2016), examine the impact of relationship 

marketing on customer retention. The result indicates that relationship marketing 

indeed influences customer retention, and for any banks that implement customer 

retention, the retention rates will be high, mainly in the service provider industry. 

Therefore, relationship marketing aims to build a close rapport with the customer 

wherein the end banks can cross-sell other products convincingly. This research shows 

that relationship marketing is a must in the banks to generate a stream of revenue from 

the existing customers. 

Apart from that, according to Mazhari et al. (2012), the significant advantage of 

relationship marketing makes organizations apply it as the previous marketing strategy 

is inefficient and unprofitable. The researchers also mention that it is a stiff 

competition market, and new customers are hard to find. Therefore, they conclude that 

relationship marketing holds the existing customers to reduce the cost of attracting 

new customers. Thus, the following hypothesis has been established: 

H1a: There is a relationship between relationship marketing and customer retention. 

2.8.2 The relationship between Service Quality and Customer Retention 

Principally, attempts to deliver service quality in any service firm is to meet customer 

retention (Allan, 2016). Therefore, the ability to deliver quality service in the banking 

industry is crucial because every bank wants a piece of the business pie. 

For example, Osman et al. (2016) mention there is much research about the banking 

industry, such as Greece, India, China, Taiwan, and Iran, which show that service 

quality has a significant impact and plays an essential role in customer loyalty. Thus, 

service quality is interpreted as one of the factors that customers look for in banking 
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services. So, what is the level of service the bank will provide to them through service 

encounters that will decide the success of the banks to retain them? 

Moreover, Nataraj and Rajendran (2018) postulate that service quality is one of the 

methods to assess achievement in the service industries. According to them, service 

quality is the customers' faith or notion about the level of superiority in service. Service 

quality measurement includes reliability, assurance, tangibles, empathy, and 

responsiveness proposed by Parasuraman et al. in 1988.  

Service quality is the deciding point for the current marketing strategy. It is the point 

where an organization differentiates itself from competitors. For example, Alshurideh 

et al. (2017) have mentioned that many experts agree that the most influential trend in 

this competitive market is shaping up the marketing and business strategy is by service 

quality. It is the arsenal to build a competitive advantage, especially in banking with 

homogeneous service products. This creates higher customer retention, which leads to 

an increase in market shares.  

Service quality is hard to measure. The minimum action banks can do to attract 

customers, serve their needs once they walk into the bank premises, and retain them 

by providing a service that involves understanding consumers' expectations and 

perceptions of service quality (Alshurideh et al., 2017). Understanding, evaluating, and 

improving quality is an overwhelming challenge for all organizations since they 

compete to some degree based on service. Thus, the following hypothesis has been 

established: 

H1b: There is a relationship between service quality and customer retention. 
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2.8.3 The relationship between Price and Customer Retention 

Price is a sum of monetary value that a party paid for a product or service (Kotler & 

Armstrong, 2010 as cited in Alamgir et al., 2017). For example, the economic 

exchange in banking is about the returns of customers who deposit their funds to the 

bank in return for interest. On the bank’s part, when giving out a loan, the exchange is 

the interest charged. However, to retain customers, banks have to offer better interest 

pricing compared to competitors and a reasonable fee for other types of transactions. 

In banking, although pricing is monitored and governed by the Bank of Negara 

Malaysia (BNM), the price differences between any two products from different banks 

are usually insignificant (Kamarulzaman et al., 2013). This is because price or interest 

rates and service charges imposed on a particular transaction are the primary revenue 

for the bank. Customers will look at pricing first, and it can be the deciding factor by 

customers on their pre-purchase, which even applies to the post-purchase process. 

Although not many researchers have used it as one of the variables in their research, 

pricing has made a significant contribution to customer retention in banking or other 

industries. However, there are some other researchers have used price as one of the 

variables, whether directly or indirectly on switching behavior (Vyas & Raitani, 2014); 

marketing bank products (Rakesh, 2012); perceived barriers of innovative Malaysia 

Banking (Munusamy et al., 2012); marketing mix in the retail industry (Hanaysha, 

2017); telecommunication services (Alamgir et al., 2017); and price promotion (Kim, 

2019). 

Hanaysha (2017) defines customer retention as the preference, trust, attachment, and 

commitment towards a brand and customers' willingness to refer a new customer to 

the organization. Furthermore, trust between the trading partners can be increased 



 

63 
 

through the exchange of positive financial and social outcomes over a period (Chang 

et al., 2015). Thus, for this research, the economic exchange can be transacted in SET 

due to the linkages of price and customer retention. Thus, the following hypothesis has 

been established: 

H1c: There is a relationship between pricing and customer retention. 

2.8.4 The relationship between Relationship Marketing and Satisfaction. 

Customer satisfaction is a subjective matter. No one definition can represent all the 

consumers’ opinions or expectations due to the demography of the customers and 

possible the different needs and wants. Additionally, due to changes in time, the 

advance of technology and the economic environment can contribute to the changes in 

consumers purchasing behavior and satisfaction. Any changes in the customer income 

play a small part in the customer’s satisfaction. 

Banks put effort into relationship marketing to produce customer value and procreate 

business to the bank. In the research of Lo (2012), the aspects of quality relationships 

include trust and satisfaction from customers. Furthermore, these two aspects link to 

customer retention, which contributes to the growth of the business. Therefore, 

customer satisfaction and trust appear to be an essential part of a successful business 

in banking. 

The purpose of relationship marketing is to maintain a relationship that can last with a 

mutual benefit between the buyers and sellers (Yoganathan et al., 2015), and mutually 

beneficial means both parties benefit from the relationship. Therefore, an enjoyable 

environment is created for both parties as they enjoy the mutual benefit. 



 

64 
 

For example, Yulisetiarini (2016) mentioned that the concept of relationship marketing 

had become an exciting research study. According to the author, a company practicing 

this concept is superior to the rest of the competitors. The crucial point of relationship 

marketing is to retain customers by making them satisfied and continue to perform 

repeat purchases. Therefore, any organization from different business industries 

should concentrate on relationship marketing. With that, the following hypothesis has 

been established. 

H2a: There is a relationship between relationship marketing and satisfaction. 

2.8.5 The relationship between Service Quality and Satisfaction. 

According to Bojei et al. (2013), customer service activities grant direct 

communication between the customers and the counter staff to establish a social 

bonding. It is crucial in shaping up the relation and holding a close business 

relationship between the counter staff and the customers. The satisfaction of customers 

comes from the quality service provided by the banks. Research conducted in India 

indicated that service quality directly relates to customer satisfaction in India's banking 

sector (Kayeser & Razzaque, 2014). When customers are acceptable of the service 

quality, customers will be more obliging and willing to communicate with the counter 

employees. 

Many regulatory, structural, and most contributors are the technological factors that 

significantly change the financial services marketing environment. According to Arora 

and Narula (2018), financial liberalization has led to stiff competition pressure. As a 

result, companies are consistently looking into the marketing strategies that link to 

service quality that can foster customer satisfaction. The authors also mentioned that 

service quality led to customer satisfaction and loyalty. Therefore, service quality has 



 

65 
 

become an essential factor and prerequisite for economic performance in the service 

industry. Nevertheless, Paul et al. (2016) recognize that quality of service is the main 

factor contributing to gaining a competitive advantage and keeping a good connection 

with customers. Providing high-quality products or services meets customers’ 

satisfaction.  

A study by Malik and Aberoi (2017) stated that organization that keeps their customers 

happy, satisfied, and builds a relationship uses service quality in this decisive 

competitive policy. They also mentioned that in this competitive market, where 

businesses try to compete, customer satisfaction is the main differentiator and slowly 

becomes the central element of business strategy. Hence, to remain in the market, 

banks should use service quality to satisfy customers, and to do that, it depends on the 

standard of service quality offered by the bank. Therefore, the following hypotheses 

are presented: 

H2b: There is a relationship between service quality and satisfaction. 

2.8.6 The relationship between Price and Satisfaction. 

The price, fees or interest imposed by banks may affect customer satisfaction due to 

being uncompetitive or over-priced, and the price increase is unavoidable. Customers 

can quickly gather enough information about pricing from other banks for comparison 

before they decide to remain with the service provider or move to a competitor. 

Satisfied customers will most likely make a repurchase recommendation, have a 

limited price sensitivity and are loyal to the service provider (Alamgir et al., 2017). As 

such, the service provider needs to be sensitive to the price.  

Price is an important antecedent of customer satisfaction. However, its impact has been 

less studied (Anderson et al., 1994, as cited in Erjavec et al., 2016). How satisfied a 
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customer is with the price is a very subjective matter. It is a degree between benefits 

received by the customers and the price the customers are going to pay. Therefore, 

banks must acknowledge or be aware of each individual customers’ behavior to meet 

their minimum satisfaction requirement.   

Moreover, Setiawan et al. (2020) investigated the airline industry in Indonesia. The 

research objective is to conclude the role of service quality and price fairness to 

improve customer satisfaction and build customer trust. The results show that service 

quality, price fairness, and customer satisfaction are important in building trust. 

Moreover, according to the authors, price fairness is how customers judge whether the 

price differences between a seller compare to competitors are fair, acceptable, and 

justified. Therefore, customers will feel the unfairness of pricing when a competitor is 

offering a more competitive price.  

Apart from that, Yaqub et al. (2019) mentioned that customers' perception of the price 

generally consists of two assessment methods: increase or decrease customer 

satisfaction that leads to significant behaviors. An example quoted is the research done 

by Konuk (2018) on the impact of price perceptions on customer satisfaction and 

purchase behavior. The results show that price fairness perception positively affects 

customers' willingness to pay extra when satisfied with the experiences. Therefore, if 

customers are satisfied with the price offered by the bank, gradually, a positive feeling 

will be developed. Based on the above research, whether price perception or fairness 

indeed positively affected customer satisfaction. It is expected that this research will 

carry the same results used in the banking industry. Thus, the following hypothesis is 

proposed:  

H2c: There is a relationship between price and satisfaction. 
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2.8.7 The relationship between Satisfaction and Customer Retention 

To establish in the financial market, banks must maintain a competitive edge with the 

help of customer retention strategies, which is incredibly beneficial to customers with 

confidence and satisfaction about banking services. To influence customers to make 

repeat purchases, banks need to research and analyze the needs thoroughly and wants 

of customers and not merely produce service products for sale. 

Satisfying customers in this stiff banking business has become a challenge in today's 

marketplace. The notion to satisfy customers has received a great deal of research 

attention in recent years (Wah Yap et al., 2012). Presently, many organizations know 

how important it is to understand, predict, and meet customers' needs. On the other 

hand, customers are more alert of their value to their respective banks, which will be 

the main contributing factor to their success. Therefore, some customers are very 

demanding and challenging to meet their satisfaction.  

Customer satisfaction measures the extent to which an organization can fulfill the 

general expectations and how well the organization has come close to the ideal 

organization (Malik & Aberoi, 2017). According to the authors, customer satisfaction 

is the future intentions of customers towards the service provider, which are derived 

from customer experience. The more satisfied customers are, the more they will make 

a repeat purchase and introduce customers. Thus, banks able to achieve the objective 

of customer retention.  

Customer satisfaction is a psychological state of human beings where there is a 

similarity between emotion and perceived expectations. However, each customer 

satisfaction level can differ. It is the bank's responsibility to track down what makes 

customers satisfied, which is one of their priorities. Therefore, customer satisfaction is 
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an essential factor influencing customer retention (Kumar et al., 2013; Kim, 2019; 

Alamgir et al., 2017).  

The definition given by Parawansa (2018) on customer retention is customers 

repurchasing from the existing organization. These customers have the capability to 

refer other customers to the organization. Therefore, customer retention increases the 

organization's value, but it will reduce the expenses to retain existing customers 

compared with the high expenses spent for attracting new customers.   

It is highly challenging for banks to retain customers at a high rate. The only lasting 

method that can be applied is through diligent services by following up on any 

outstanding issues and complaints by customers (Hundre et al., 2013). They further 

state that one of the factors influencing customer retention is the increase of customer 

satisfaction every time customer walks into the bank premises. Therefore, banks need 

to ensure that customers are satisfied when they walk out from the premises, whether 

the transaction is done over the counter or through an electronic banking (e-banking) 

service. 

A substantial past literature has examined the principal influence of satisfaction on 

retention. The result shows a positive impact on satisfaction, and this study's findings 

are parallel with past literature (Alnsour, 2013). Furthermore, some researchers have 

mentioned customer retention with satisfaction is influenced by service quality (Al-

Hawari et al., 2009; Parawansa, 2018). Therefore, customer retention builds in the 

offering for these retained customers products or services that are likely to meet their 

needs and wants with satisfaction as the underpinning. With that, the following 

hypotheses are presented: 

H3: There is a relationship between satisfaction and customer retention. 
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2.8.8 The role of satisfaction as a mediator on the relationship between 

Relationship Marketing and Customer Retention. 

Chang et al. (2015) mentioned that when there is a growth of trust and commitment, 

there will be a positive exchange communication over a period, establishing the 

relational exchange norms that regulate the exchange relationship. An example is when 

a personal banker gives financial advice and economic conditions to customers 

because the banker is handling substantial funds belonging to customers. With this 

respect, communication is the main point to relationship building, and trust is building 

up and is needed to influence customers to add more products. 

Based on the past literature, dimensions found in relationship marketing include trust, 

commitment, communication, and conflict handling (Husnain & Akhtar, 2015); trust, 

commitment, and satisfaction (Bataineh et al., 2015); and the dimensions of trust, 

communication, shared values, bonding, reciprocity, and empathy (Soimo et al., 2015). 

Magasi (2016) mentioned that trust, commitment, and satisfaction are the antecedents 

of relationship marketing. The most apparent dimension used by past research above 

mainly applied trust, commitment, and satisfaction as their dimensions. In banking, 

the crucial dimensions are trust and commitment to satisfy customers and continue 

purchasing from the same bank. Only then can banks retain their customers. Tonder 

and Petzer (2018) postulate that relationship marketing constructs were customer 

satisfaction, trust, commitment, and the perceived value to retain customers. 

Each bank tends to differentiate itself from other banks regarding its relationship 

marketing practices, such as support services (Ndubisi, 2007; Yoganathan et al., 2015). 

Banks that can differentiate themselves from others put the banks in a unique position. 

Some of the past research that analyst the relationship between relationship marketing, 
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satisfaction, and retention or loyalty were Bowen and Chen (2001), Leverin and 

Liljander (2006), Velnampy and Sivesan (2012), Al-Hersh and Saaty (2014), Rizan et 

al. (2014), Aka et al. (2016), and Yulisetiarini (2016). 

According to Aldaihani and Ali (2019), the primary purpose of relationships marketing 

is to take advantage of long-term relationships, which rely on cooperation and alliance. 

With today's stiff competition, business organizations are looking for new means and 

strategies to sustain themselves by applying relationship marketing. Banks seek to 

apply these strategies to succeed in satisfying customers and retaining them as long as 

possible. With that, the following hypotheses are presented: 

H4a: satisfaction mediates the relationship between relationship marketing and 

customer retention. 

2.8.9 The role of satisfaction as a mediator on the relationship between Service 

Quality and Customer Retention. 

Marketers view customer retention as the grand result of service quality (Allan, 2016). 

Invariably, customers' perceived service quality is an antecedent to customer retention. 

Existing organizations can structure or restructure their service delivery to meet 

customers' expectations and retain them. Therefore, it needs to understand the impacts 

of its current service quality level and how it influences customer retention through 

satisfaction (Allan, 2016). 

Al-Tit (2015) researched the relationship between service quality, food quality, 

customer satisfaction, and customer retention in several restaurants in Jordan. The 

results indicated that customer satisfaction could mediate the relationship between 

service quality and customer retention. Furthermore, service quality and customer 

satisfaction directly affected customers’ retention intentions, out of which customer 
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satisfaction is a stronger predictor for retention (Hennayake, 2017). As such, mediation 

of satisfaction for service quality is essential to making customer retention a reality. 

For banks, it is essential to satisfy the customer by addressing outstanding service 

quality beyond customers' expectations. Darzi and Bhat (2018), being aware of what 

customers expect in the future and intensifying their satisfaction level will lead them 

to trust and commit toward the bank. Customers' future expectations will focus more 

on benefits and service communication from the bank to update customers. This action 

can improve the likelihood of customers retention in the banks. 

In commercial banks, customer satisfaction is the primary criterion used to evaluate 

the relationships between banks customers (Hennayake, 2017). Therefore, commercial 

banks need to ensure maximum customer satisfaction by differentiating the service 

quality level and how the customers perceive it even if the products and services 

offered by other banks are very similar. With that, the following hypotheses are 

presented: 

H4b: Satisfaction mediates the relationship between service quality and customer 

retention. 

2.8.10 The role of satisfaction as a mediator on the relationship between Price and 

Customer Retention. 

In Belas and Gabcova's (2016) research, the results indicate that satisfying the 

customers solely relies on the bank products quality, customers´ financial needs, and 

customer acceptance of prices. Most customers are sensitive towards price, and they 

avoid depositing their extra funds to banks that offer low-interest rates. Likewise, loan 

borrowers try to look for banks that can provide them with the lowest interest. Some 

researchers also mentioned that when customers make buying decisions, they will put 
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the price as their top criteria compared to other attributes (Hanaysha, 2017). Therefore, 

the price has been regarded as an essential determinant of customer satisfaction and 

retention for the banking industry. 

Belas and Gabcova (2016) explained that the fragile relationship between customer 

satisfaction and retention is due to price, distribution channels, products, subjective 

feelings, and experiences as the core roles. Banks that offer high prices may not 

indicate that the service is high-quality and can satisfy customers. Thus, the role played 

by price in banking may indicate the quality of service satisfactory. Furthermore, 

Lymperopoulos et al. (2013) investigated customers' intention to change bankers due 

to the attribution from the price satisfaction level. 

It will be a different idea if it is a tangible product. Higher prices may signal that the 

produced products are exceptionally well-made or high quality, satisfying customer 

satisfaction. Therefore, it can attract many customers to buy. However, if the price is 

too high, customers may not be satisfied, and the organization cannot retain their 

existing customers. 

On the other hand, Hanaysha (2017) highlights that some scholars reported that a 

continuous relationship with customers is likely to increase their purchases. In addition, 

it can entice new customers, service providers spend lesser time, and are not so 

sensitive towards changes in price. It needs seven times more to attract new customers 

than sustain existing ones (Reichheld, 1992, cited in Hanaysha, 2017). Hence, 

according to the authors, continuing customers are most likely to show a greater 

measure of satisfaction and, at the same time, pass positive words to others.   

Research conducted by Lie et al. (2019) tests the significance of services quality, price, 

and consumer trust in the consumer loyalty of the transportation industry where 
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satisfaction is the mediator. The research results show that price and consumer trust 

variables positively and significantly affect consumer loyalty. Therefore, the 

transportation company should spend considerable time on service quality, price, and 

consumer trust because it will increase customer satisfaction and loyalty. Furthermore, 

the company should keep the present pricing system to maintain consumers' trust. With 

that, the following hypotheses are presented: 

H4c: satisfaction mediates the relationship between price and customer retention. 

2.9 Chapter Summary 

Overall, the chapter's objective is to review and suggest the acceptable variables that 

can help commercial banks in Malaysia retain their customers from the enormous 

customers’ base. Thus, banks can make a consistent profit and not face inconsistent 

performance over the years. Alternatively, at least able to remain the previous year 

financial performance.  

Banks need to search and develop a new marketing strategy to retain existing 

customers to be sustainable. Some researchers have used defection and switching as a 

means of customer shifting to a competitor's bank. In contrast, this research focuses 

on retaining the customers for more financial service products. Some researchers have 

used loyalty as customer retention or vice versa. As for this research, the definition of 

loyalty and customer retention brings the same meaning – holding existing customers 

from defect. 

This chapter highlighted the influence of variables or factors that affect customer 

retention: relationship marketing, service quality, and pricing. These three variables 

have been used separately by previous researchers and from the banking industry to 

the mobile industry. 
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Banks need to initiate relationships before offering the service quality, whether 

tangible or intangible and lastly, offer competitive price. In this research, satisfaction 

will be used as a mediator where it will be pointed out the critical role of these 

mediators on the relationship between independent and dependent variables to build 

and maintain long-term relationships with customers. Next will be the underpinning 

theory, in which SET justification of the theory will be explained. Finally, there is a 

brief introduction about the SET linkages with all the variables. From the variables, 

this research will form up the framework and hypotheses development.   

With present stiff competition, banks need to build up the relationship with their vast 

customer base before satisfying customers by understanding their needs and wants 

through good quality service with acceptable price in terms of deposit, loan, and other 

services fees imposed. 
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CHAPTER THREE 
 

METHODOLOGY 

3.1 Introduction 

For this Chapter 3, a detailed discussion is on the method and arrangement of research. 

For the research framework, population and sample design, sampling technique, 

survey instrument, criteria of respondents, and procedures for data collection are 

discussed. 

Henseler et al. (2009) recommended two steps processes for this research data analysis. 

The two-step procedures are the measurement of outer models and the structural or 

inner models. This research assessment will use SmartPLS 3.0 software (Hair et al., 

2014). Figure 4.1 is the two-step process diagram, which includes the measurement 

model as the first step. After that, the next step is to assess a structural model (Hair et 

al., 2016; Henseler et al., 2009). 

3.2 Research Design 

According to Sekaran (2000), a research design was a structure used to determine how 

to collect data, analyze and construct the data and ultimately answer the research 

problem. In addition, Zikmund (2010) defined a research design as a plan used to 

identify the methods and procedures to administer research. According to the author, 

there is no hard and fast rule in choosing the best research design to decide which 

research design to follow. It entirely relies on the research purpose and type of research. 

A quantitative method is used for this research, whereby data collection is about the 

study’s variables. Zikmund (2010) suggested that items measured using the Likert 

scale will be used to precisely describe respondents’ answers on the quantitative data 
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collection. As such, the quantitative research method is a way of accurately measuring 

the variables through operational definition. It has been highlighted in the previous 

literature that research design is an overall plan that the researchers are preparing to 

formulate a research paper through data collection and, after that, analyzing the data 

collected (Zikmund, 2010). The author pointed out four research methods for 

descriptive and causal research. These methods are surveys, experiments, secondary 

data study, and observation. 

This study adopts the descriptive research purpose. Descriptive research describes the 

relationship between the independent and dependent variables under study (Mahmoud 

et al., 2018). From the past literature review, the descriptive research design is 

predominantly quantitative. The quantitative approaches stem from hypothesis and 

development on the theory, which allows generalized across settings. This type of 

research basically decides the frequency and quantity assessment that allows the 

generalization of the results and the flexibility of data treatment in terms of 

comparative, statistics analysis, and repetitive data collection to confirm the reliability.  

According to Sekaran (2000), in descriptive research, there are two main cross-

sectional and longitudinal methods. For the cross-sectional study, data collection is 

done just once (e.g., one month) to answer the research questionnaires. For the 

longitudinal study, data are gathered at two different times (e.g., monthly for several 

months) to answer the research questionnaires. Based on Sekaran’s (2000) explanation, 

cross-sectional is more suitable for this research as respondents will answer the 

questionnaires once. There will be no follow-up required to answer the same 

questionnaires in the future. As such, respondents are the customers of the bank that 

come for performing banking transactions either over the counter or the self-service 

terminal (SST). Therefore, a one-time field survey will be conducted to solicit the 
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banks’ customers’ opinions on the linkages between these variables. Therefore, a 

suitable research design is essential as it justifies the data type, data collection, 

sampling method, schedule, and budget determination (Hair et al., 2016). 

3.3 Population and Sampling 

It is not easy for researchers to access the entire statistical population of interest as it 

is too expensive and time-consuming, especially involving a large population. In 

addition, if the population concerned is related to private and confidential matters such 

as bank customers’ financial information. Furthermore, banks will not review their 

customer base to the public. Therefore, the most challenging part will be getting 

customers from the population to answer the questionnaire.  

A population is a group of individuals, objects, or items from which samples are used 

for research measurement (Sekaran, 2000). On the other hand, sampling is choosing 

an adequate element or a subset from the chosen population. Using the sampling saves 

time, and it costs less if the sample size is massive. The crucial issue is considering the 

sample drawn from the population that can be represented to allow the researcher to 

conclude or generalize the intended population understudied. 

For this research, customers from commercial banks in Perak will be the population. 

The total population of Perak states is approximately 2.5 million. It has a 1.08 million 

labor force, of which 1 million are under-employed and 0.8 million unemployed 

(Department of Statistic Malaysia, 2017). Therefore, it is essential to identify the target 

population prior to which sampling method is being applied. Furthermore, identifying 

the population helps when the data collected are directly from an information source 

that can contribute to this research objectives. 
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Regrettably, there is no record available for the public to access regarding the number 

of the customer base for each bank or the total number of customers for all the 

commercial banks in Malaysia. In fact, there is no record of the number of the customer 

base at Bank Negara Malaysia (BNM). It is rational for the banks not to disclose the 

numbers since banks’ customer base information is strictly private and confidential.  

Four commercial banks will be selected to obtain the sampling for this research. The 

banks are from two top-ranking, and the remaining two will be from bottom ranking 

banks. The ranking of these banks is based on the bank’s total assets as prescribed by 

BNM and obtained from the BNM website. The samplings will be taken from three 

areas, namely Taiping, Ipoh, and Teluk Intan of Perak state. 

For this research, the justification for choosing these three areas was due to the various 

type of economies involved, such as industrial, services, retail, manufacturing, and 

agriculture. All these sectors’ companies have substantial workers, and salary is 

credited through a bank account for the employer’s convenience.  

Despite the availability of the labor force for the population, the actual number for the 

population of having an account with any banks is uncertain due to the unavailability 

of the record. Therefore, it hinders obtaining the sample size without the actual 

population listing of customers. For example, Hair et al. (2014) suggested that an 

additional technique of obtaining sample size is a rule of thumb. They mentioned that 

the sample size for the analysis should be ten times the maximum number of 

arrowheads pointing at the latent variables anywhere in the Partial Least Squares (PLS) 

path model. For this research case, there are four constructs. Based on Hair et al. (2014) 

suggestion, a sample of 40 respondents is adequate for data analysis by applying the 
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Partial Least Squares – Structural Equation Model (PLS-SEM) technique. However, 

the number of respondents for this method is too small for generalization. 

Hence, to obtain a reasonable sample size for this research, the G-Power method is 

used to calculate the sample size where the sample size is larger than the rule of thumb 

method. The criteria for calculating are the Effect size f2, 0.15, error or probability is 

0.05, and power is 0.95. Based on the calculation, the number of samples is 129. 

Therefore, 43 respondents are needed for each location.  

The rationale for using G-Power to derive the sample size is because this method had 

been used by previous research. However, Yenipinar et al. (2019) have mentioned no 

common acceptance in determining sample size. Therefore, the authors developed 

different views and formulas to determine the sample size, although a bigger sampling 

size will be more accurate. 

 
Figure 3.1 Results of the sample size using G-Power. 
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Figure 3.2 X-Y Plot for the effect power. 
 
 
 
Table 3.1 Distribution of sample at three areas. 

 

 

 

 

3.3.1 Data Collection Procedure 

An intercept survey will be conducted using a self-administered questionnaire at these 

selected bank branches in these three areas. The questionnaire is given to customers 

based on the criteria (refer to Table 3.2). Customers can be from those performing or 

using internet banking and perform the transaction at the bank. Therefore, some 

customers may be using both methods to perform their banking transactions. The 

questionnaires are distributed after customers perform their banking transaction either 

over the counter or at the SST (where Automated Teller Machine (ATM) for deposits 

or withdrawal, and Cheque Deposit Machine were placed).  

Area Sample Size (respondent) Each Bank (approximately) 

Ipoh 43 / 4 banks 11 respondents 

Teluk Intan 43 / 4 banks 11 respondents 

Taiping 43 / 4 banks 11 respondents 

 129  
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This research will be using Convenient Sampling from Non-probability Sampling 

techniques. This technique allows members from the population who are conveniently 

available for answering the questionnaires (Sekaran, 2000). However, according to 

Kumar et al. (2013), researchers often use convenience sampling to cover a large 

number of surveys quickly and effectively. Therefore, four different banks were used 

to generalize the findings, as Malik and Oberoi (2017) suggested. 

The data collection was conducted in the month of November and December 2019 

because the three collection areas were located far apart. Approval was obtained from 

the branch manager before the data collection. The data were collected from Monday 

to Friday during banking hours. It took approximately two weeks to complete one area. 

Great care was adhered to due to the confidentiality of the customer’s information with 

detailed explanations were given to the respondent. Banking and Financial Institution 

Act (BAFIA) 1989 of Malaysia stated that financial institutions are responsible for 

non-disclosure of customers’ information (Ramayah et al., 2006; Ali & Raza, 2017)). 

Therefore, this convenience technique is preferable for data collection due to the above 

restriction. 

Table 3.2 Sample’s criteria of obtaining respondents from banks.  

No. Criteria Remarks 

1. Eligibility of 
customer 

1) Deposit products opened more than 1 year with any bank’s branch. 

2) Age limit – 18 years and above. 

3) Utilizing branch or internet banking. 

4) Active account* 
2. Type of account 1) Conventional single and joint Saving or Fixed Deposits account. 

2) Business account not eligible as it is an entity itself. 
* Bank Negara Malaysia guidelines - account is classified as dormant after one year without 
any transaction). 
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3.4 Questionnaire design 

Foremost, this research intends to find out the effect of strategic factors on customer 

retention via relationship marketing, service quality, and pricing in the context of 

Malaysian commercial banks. Most of the measurement items of constructs are 

adapted and adopted from previous research to fit the scope of this research, which 

guides by research objectives. The majority of the items of each construct were chosen 

due to their validity, suitability, and reliability results as reported in previous studies, 

whether in banking or other types of businesses. Some items have gone through 

modifications to suit this research in the banking industry in Malaysia as a whole. Only 

the essential items are included for the construct measurement to minimize the size of 

the questionnaire as it helps in data collection efficiency and reduces holding the 

customer too long. However, some items have been re-worded and dropped off to suit 

the Malaysian banking environment. 

There are two sections in this structured questionnaire. Section A is the Dependent 

Variable and Independent Variables, which consist of customer retention, service 

quality, price, and satisfaction questionnaires. Section B is the demography elements 

of the respondents but without asking respondent’s identification and account number 

to create a confidential sense. 

For this research, a self-administered questionnaire will be prepared. The quantitative 

approach and the survey questionnaire instrument method are appropriate for this 

research. First, a significant population number will be examined, after which general 

conclusions will be made for the whole population. One of the core advantages of a 

quantitative method is utilizing smaller groups of respondents to make inferences 

about larger groups that would incur high costs on the research. 
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This questionnaire design is a multiple-item measurement scale. Therefore, a seven-

point Likert scale will be adopted. The Likert scale indicated by ‘one’ refers to 

“strongly disagree” up to ‘seven’ which refers to “strongly agree” concerning the given 

statement. 

3.5 Pre-test 

The draft copy of the questionnaires had gone through several stages of revisions to 

rectify the issues. Thus, a pre-test is required on the questionnaires. The questionnaires 

will go through a pre-test to determine the usability before being used in the actual 

data collection (Cooper and Schindler, 2006). A pre-test is where a small group of 

respondents tests all the questionnaires that have been constructed. This group of 

respondents was two academicians, two stakeholders (bank’s employees), and three 

banks’ customers before the actual full-scale study began. The respondents’ feedback 

will analyze any ambiguity on the questionnaire, such as wording, readability, 

comprehensibility, and the order of the effects.  

Table 3.3 Respondent comments on the pre-test questionnaires. 

No. Comments 
1. Sentences must be simple, using layman’s terms that suit the banking 

industry.  
2. Some questionnaires were too long or had many words on them. 
3. To reduce the number of questionnaires as customers will not have patients 

complete all the questionnaires, and the majority of the customers are in a 
hurried state. 

4. Some questionnaires were duplicating/redundancy  
5. Typo error on the questionnaires.  

 

3.6 Operational and Measurements of Variables 

According to Zikmund (1997), an operational definition specifies what the researcher 

needs to measure the concept in the study setting. Defining an operational is crucial 
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because it can provide accurate specifications and observable variable characteristics 

of each dimension. On the other hand, according to Sekaran (2003), the operational 

definition was “defining a concept to render it measurable, is done by looking at the 

behavior dimensions, facets, or properties denoted by the concept.” And then, the 

operational definition translates into observable and measurable elements to form an 

index of measurement of the concept. In other words, the meaning of operational is 

the statement of procedures the research will use to measure a specific variable.  

Closely related to the operational definition is a measurement, which is a systematic 

process or replicable tool used in an event to quantify or classify a particular variable. 

Only well-established measurements from past research were used as measurements 

which have gone through rigorous validation and assessment processes. To ensure 

respondents can answer the questionnaire within the timeframe of approximately ten 

minutes as it will not disrupt the respondent’s time. The crucial point is to obtain 

customers’ truthful answers regarding their opinion on the patron bank. According to 

Kumar et al. (2013), a questionnaire should be developed to fulfill the research 

intentions. In addition, the respondents must be fully understood by the questions and 

are not unlikely to refuse to answer or give a false answer. Therefore, the 

questionnaires have been gone through a slight amendment to ensure they are easy for 

the respondents to respond and understand.   

3.6.1 Customer Retention 

One of the simple definitions for customer retention is “customers’ continuation of 

business relationship with a firm” (Darzi & Bhat, 2018). For banks, it is about the 

customers who remain using the same bank as their financial banker. The main reason 

for this research is to understand customer retention, representing the intention of 
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customers’ willingness to remain and continue repeating purchases from the same 

bank for additional service products. Customer retention is operationalizing as the 

extent to which customers felt they had presented as a firm supporter and obligated to 

an organization that asses via their repeat purchase intention (Bojei et al., 2013).  

Measurement items were adapted and adopted from Al-Hawari et al. (2009), used 

widely in the past literature. These 13 items measurements were initially developed by 

Zeithaml et al. (1996, as cited in Al-Hawari et al., 2009). They developed a set of 

antecedents that reflected a wide range of customers’ behavior intentions and 

attitudinal and cognitive attachment to a service provider. The original measurement 

was multidimensional, consisting of word-of-mouth communication, repeat purchase, 

price sensitivity, and complaining behavior. These measurements or items are 

adequate to represent the widely used definition in literature.  

In Al-Hawari et al. (2009) research, their measurement items have been reduced to 12 

from 13 items. For this research, only ten items are used to measure customer 

retention’s reflection to suit Malaysia’s banking industry. Some of the statements have 

been amended or changed for suitability. Two items have been dropped due to having 

similar meanings and being unsuitable. For example, “Remove some business in the 

case of more attractive price” and “Do less business with your bank,” which carry a 

similar meaning with “Remain with the bank even attractive price from a competitor.” 

Table 3.4 Measurement items for Customer Retention. 

Source Measurement Items 

Al-Hawari et al. (2009) 1. Saying positive words about this bank 

2. Recommending your bank to others 

3. Encouraging friends to perform the transaction with the bank 
4. Consider this bank as the first choice 

5. Switch to competitors if I face problems 
6. Complaining to other customers 
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3.6.2 Relationship Marketing 

Harun et al. (2018) define relationship marketing as a “process of identifying, 

developing, maintaining, and terminating relational exchanges to enhance 

performance.” As such, relationship marketing is about paying attention to 

establishing, preserving, and the essential part is intensifying relationships between 

customers and bank employees, compared to the transactional orientation of the 

classical marketing paradigm. When there is a relationship, communication between 

both parties is the core activity. They rely on trust as both sides are committed to 

establishing a long-term relationship, especially in the banking industry due to the 

nature of the bank’s products. 

Ndubisi et al. (2009) research apply a multidimensional approach consisting of 

communication, competence, conflict handling, customer satisfaction, and customer 

loyalty to investigate customer satisfaction and loyalty in Malaysian banks. The 

authors define relationship marketing as “establishing, maintaining, and enhancing 

relationships with customers at a profit.” This research measurement item was 

adapted and adopted from their research.  

After analyzing all the items in the dimensions, only eight items have been adopted 

and adapted from 16 items from the original five dimensions where it suits this 

research. All the items from the communication dimension were adapted due to the 

suitability, two items from satisfaction suitable with minor changes on the statement, 

and one item from the competence dimension. In contrast, conflict in handling items 

7. Complaining to the bank management 

8. Complaining to central bank 

9. Remain with the bank even attractive price from a competitor 
10. Remaining with the same bank even fees increase 
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is not included due to this dimension being lean to services. As for customer loyalty 

dimensions, it is not applicable as this research has a customer retention variable and 

is therefore omitted. One additional item has been add-in. E.g., “Bank treats my 

transactions strictly private and confidential.” This item is essential to gauge the 

opinion of the respondents. 

Table 3.5 Measurement items for Relationship Marketing. 

 

3.6.3 Service Quality 

Banking business customers will not be able to see or feel until they experienced the 

intangible service during the consumption stage. Generally, during these processes, 

the interaction between the seller and the buyer or customers take place (Clemes et al., 

2010). Therefore, it is a complicated or complex situation for customers to gauge 

before it happens. 

Several scholars and researchers have conducted a study about the conceptualization 

and measurement method for the established SERVQUAL introduced by Parasuraman 

et al. in 1988 on the scale for business industries. SERVQUAL is a collaborative 

design and tool for all service encounters. Service quality is indeed multi-level and 

multidimensional. Service has a straight impact on customers’ thinking on the service 

provider’s performance.  

Source Measurement items 

Ndubisi et al. (2009) 1. Bank treats my transactions strictly private and confidential.  
2. Bank’s promises are reliable. 
3. Bank fulfills its obligations to customers. 
4. I have confidence in the bank’s services.  
5. Bank provides timely and trustworthy information. 
6. Bank provides information when there is a new banking service. 
7. Information provided by the bank is always accurate. 
8. Bank makes and fulfills promises. 
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Despite the extensive influence on the business industry and academia, SERVQUAL 

has been prone to multiple fault findings (Sureshchandar et al., 2002). Generally, 

business industry players and academicians seem to accept the 22 items. It was a good 

indicator of all the consumer assessments on service quality over the application of 

customers’ expectations and actual performance assessment and the dimensionality of 

the SERVQUAL instrument over various business industrial settings. 

For this research section, operationalization of customer service quality is the 

importance of face-to-face interaction where the human element provides services. It 

was noted that the human aspects have often been accepted in assessing multiple 

dimensions of service quality, such as the five dimensions in SERVQUAL. For this 

research, only selected items directly linked to service delivery under human elements 

are chosen from the dimensions introduced by Sureshchandar et al. (2002). They 

postulate that tangible evidence is limited to purchasing services and is restricted only 

to the service provider’s equipment, physical facility, personnel, and delivery 

processes. The other four dimensions, which were not included due to unsuitability, 

are core service or service product which focuses on the products, non-human element 

(systematization service delivery) that emphasizes the system and technology, tangible 

service (servicescapes) about the physical environment, and social responsibility, 

which concentrates on the organization’s image. Hence, this research survey 

concentrated on the human elements or ‘human touch’ between the bank’s employees 

and customers. 

The total measurement item for Service Delivery under the dimension of the human 

element is 17 items. Some items are near identical of meaning, such as “Providing 

services as promised” and “Providing services as promised schedule” are some 

questionnaires that have been re-written to the level of understanding by the 
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respondents. Moreover, Sekaran (2000) states that designing an understandable 

questionnaire need to pay attention to three areas, words used in the questions, 

categorizing the variables, and the general appearance of the questionnaires. 

Notwithstanding the above, questionnaires are constructed carefully to assess the 

variables adequately, and there is no unnecessary question. Thus, only ten items are 

being adapted and adopted to meet the suitability of this research work. The 

questionnaires are still applicable as present researchers still adapt the questionnaires. 

In addition, the questionnaires have been tested by past researchers.  

Table 3.6 Measurement items for Service Quality. 

Authors Measurement Items 

Sureshchandar et al. 
(2002) 
 
 
 

 

 

1. Providing service as promised. 
2. Effectiveness of employee’s skills and ability of actions whenever a          

problem arises. 
3. Providing services right the first time. 
4. Prompt service to customers. 
5. Willingness to help customers and readiness to respond to customers’ 

requests. 
6. Employees who instill confidence in customers by proper behavior. 
7. Making customers feel safe and secure in their transactions. 
8. Employees who are consistently pleasing and courteous. 
9. Employees who are knowledgeable and competent. 
10. Giving caring and individual attention to customers. 

 

3.6.4 Pricing 

Some scholars in Germany researched about satisfaction have been proposed that 

satisfaction on price is under the multidimensional construct (Matler et al., 2006). The 

results state that price leads to behavioral outcomes and customer satisfaction in 

several dimensions tested.  

In the research on price satisfaction in retail banking, Matzler et al. (2006) mentioned 

that a multidimensional construct also includes price satisfaction that can be 
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conceptualized. They contended that the multidimensional price-quality ratio, price 

fairness, price transparency, price reliability, and relative price aggregate the overall 

price satisfaction in retail banking. However, in their research, a sample size of 160 

students restricted the generalizability. Therefore, more research is needed due to the 

small sample size to prove the validity and reliability of the questionnaire.  

Collectively gathering data from previous research indicates that perceived value is 

affected by service quality, products, and price (Luarn & Lin, 2003). According to 

them, perceived value is the benefits buyers will receive, derived from what has been 

paid to the seller in terms of monetary (price) before the buyer can own it. Their results 

indicate that perceived value through pricing was an essential factor in the customer 

making a repeat purchase, creating loyalty. Furthermore, Matzler et al. (2006) 

mentioned that perceived value is what customers have paid for to receive the goods 

or services.  

Research conducted on e-services by Luarn and Lin (2003) investigates three main 

antecedents influencing customer loyalty. They have proposed three variables, namely, 

customer satisfaction, trust, and perceived value or price, all directly and indirectly 

linked to loyalty. Moreover, according to them, there is a growing perception from 

previous studies indicating that price contributes to customer loyalty.  

Nevertheless, whether customers’ behavior, tangible products, or intangible services, 

customers opined that the value of products or services quality provided by banks 

should be positively related to customer loyalty towards the bank. Therefore, Luarn 

and Lin (2003) hypothesize that perceived value or price affects the banks’ customer 

retention strategy.   
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Table 3.6 shows the measurement items from Luarn and Lin (2003). The applicability 

of the questionnaires because has been tested in past research. Three items are 

sufficient for the research because the questionnaires have been tested in previous 

research. Furthermore, researchers such as Amin (2017) and Lin et al. (2018) used the 

questionnaires in their recent research. Hence, the questionnaires are still applicable 

and sufficient to be tested. However, the questionnaires have been adapted and adopted 

with some changes to the wordings that suit the banking industry in the Malaysian 

context. There are only three items where some wordings have been amended. 

Table 3.7 Measurement items for pricing. 

 

3.6.5 Satisfaction  

The fundamental objective of marketing is to satisfy customers (Mahmoud et al., 2018). 

However, according to the authors, customer satisfaction is a complex phenomenon. 

If it is successful, customers value will be created. Customers will be back for more 

products and possibility spread word-of-mouth to their friends, relatives, or colleagues. 

Yoganathan et al. (2015) mentioned that based on the Social Exchange Theory (SET), 

a successful (or unsuccessful) service encountered with the service provider and its 

employees would have a positive (or negative) impact on a customer’s view of the 

service provider. For example, suppose the customers have a satisfactory relationship 

with the service provider. In that case, customers will develop a positive view and 

image of the service provider, leading to successful customer retention. On the other 

Authors Measurement Items 

Luarn and Lin (2003) 
 

1. The service products by the service provider are well priced. 

2. What I would pay for the services offered by the service provider, I 
will get reasonable or more of the worth of the value paid. 

3. Based on the considerations of what I paid and what I have received, 
I consider the service to be reasonable and valuable. 
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hand, Darzi and Bhat (2018) postulate that employees’ inclination in communication 

affects customer retention through customer satisfaction. Obviously, satisfaction 

influences retention, but personnel soft skills and communication capability also 

heavily influences how to retain customers. 

Edward and Sahadev (2011) define satisfaction as the generally positive feeling 

evaluation during the consumption experience by customers. They also highlight that 

under the SET, an individual’s tendency to continue in a reciprocal relationship is 

commensurate to the satisfaction they achieved or received from the current 

relationship.  

For this research context, cumulative satisfaction is being measured rather than a 

transactional-specific measure of service on satisfaction. Therefore, three items were 

adapted to measure the general customer satisfaction scale from Edward and Sahadev 

(2011). According to the authors, the items used were unidimensional, contributing to 

data collection efficiency. However, two items are added to assess a more general 

satisfaction from the respondents. Table 3.8 displays all the five items being used for 

measurement. 

Table 3.8 Measurement items for Satisfaction. 

Authors Measurement Items 

Edward and Sahadev 
(2011) 

1. I am happy with my current service provider. 

2. I feel good about my decision to choose my current service provider. 

3. How much satisfied are you with your bank as a service provider. 

4 All service delivery meets my expectation. 

5. I satisfy the bank service.  

 



 

93 
 

3.7 Pilot Test  

Questionnaires that have been gone through the pre-test will be given to customers 

from the commercial banks in Ipoh, Taiping, and Teluk Intan area to assess the 

reliability and validity. The distribution is to prevent an unnecessary incident when 

actual data collection is being done. These are the proposed area in the actual data 

collection. Hence, a pilot test is essential for evaluating the survey instrument. It is a 

helpful step to be carried out before collecting actual data. This step aims to determine 

whether the survey needs any further amendment and modification so that a clear and 

understandable questionnaire will enable the respondents to answer all the questions. 

In Sekaran (2000) and Cooper and Schindler (2008), 30 sample sizes are proposed and 

sufficient to conduct the pilot test. The samples will be distributed to customers from 

banks in these suggested areas to ensure validity and reliability. Customers selected 

are from high and low-ranking banks, but they will be from several bank branches. 

Respondents who participated were given assurance that their data would not be 

exposed to the third party and would be used primarily for academic purposes. 

Based on Sekaran (2000), for the reliability coefficient, it is preferable to 1.00. 

However, the acceptable Cronbach’s Alpha coefficient can be higher than 0.7. On the 

other hand, an alpha of 0.6 is considered low, and it is still acceptable. On the other 

hand, Perry et al. (2004) mentioned that Cronbach’s Alpha of 0.50 to 0.75 is considered 

a moderately reliable scale. Additionally, Cronbach’s Alpha is suitable for testing 

multiple questions on Likert’s scale surveys. After all the 30 respondents answered the 

questionnaire, Cronbach’s Alpha coefficients will be used to interpret using SPSS 

software. 
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Table 3.9 Summary of Pilot test of constructs and Reliability values. 

Construct Mean 
Cronbach’s 

Alpha 
Number of 

Items 

Customer Retention 4.4331 .625 10 

Relationship Marketing 5.1000 .861 8 

Service Quality 5.0567 .925 10 

Price 4.8333 .720 3 

Satisfaction  5.1133 .872 5 

 

It is clearly seen from Table 3.9 that the Cronbach’s Alpha scores for four of the 

constructs used in this research are well more than 0.70, which is between the range 

of .720 up to .925. However, the independent variable of customer retention only 

scored 0.625, which is moderately reliable but acceptable. As such, the rest of the 

variables are considered consistent and stable. Therefore, the constructs on reliability 

are also confirmed (Danesh et al., 2012). 

3.8 Data Analysis 

A sequel to the collection of data from the respondents is the analysis, which involves 

critical analysis and interpretation of figures or numbers to find justification behind 

the emergence of main findings. The analysis focuses on examining and interpreting 

the linkage of the dependent variable of customer retention with independent variables 

of relationship marketing, service quality, price, and lastly, satisfaction as a mediator 

in the Malaysian banking industry.  

Suitable data analysis will be chosen before the data collection. Data screening and 

selection will commence once data has been collected (Sekaran, 2003). Accordingly, 

data analysis consists of cleaning, scrutinizing, transforming, and modeling the data to 
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discover useful information for making decisions possible. Some data collected may 

be missing before the data is analyzed as it is considered an important part of this 

research. In addition, data is often riddled with mistakes and possible data entry errors, 

which could completely mess up the analysis result.   

The aim of performing a descriptive analysis is the respondents’ demographic profile, 

such as age, gender, level of education, and holding an account with the bank. The 

descriptive analysis will be carried out using Statistical Package of Social Sciences 

(SPSS) version 28 software and explained by finding minimum, maximum, mean, 

standard deviation frequency, and percentage (see Chapter 4). 

A new generation or second generation of techniques have been established to 

overcome the weakness of the traditional approaches. The new technique, Structural 

Equation Modeling (SEM), enables the researchers to include unobservable variables 

measured indirectly by indicators variables tool (Hair et al., 2011). The primary use of 

SEM is to expand theories in exploratory research. The greatest strength of SEM is 

various linkages of a multitude of latent constructs that can be assessed without much 

error in the model. Hence, PLS-SEM will be used as a measurement tool for this 

research. 

3.8.1 Partial Least Square Structural Equation Modeling (PLS-SEM)   

SEM uses the stipulated design relied on theory and research, is a multivariate 

procedure combining measured variables and latent constructs. Lastly, it is obvious to 

identify any flaw in the measurement. A diagram allows for the identification of the 

relationships between variables. SEM is a second-generation analytical technique. 

This analytical tool has been done broadly in social science, particularly in marketing 



 

96 
 

research (Hair et al., 2014). There is a relatively number of user-friendly software 

readily available with no strict rules to pick. 

Hair et al. (2014) have mentioned that lately, the application of PLS-SEM has 

exponentially increased. On record, it has appeared in top-ranked 30 marketing 

journals. PLS-SEM emerged as a substitute to Covariance-Based Structural Equation 

Modeling (CB-SEM), which point to the prediction and simultaneously reduce the 

demand on data and the definition of relationship (Hair et al., 2012). 

Hair et al. (2010) noted that although a growing number of studies apply PLS‑SEM. 

Some researchers opine that the method is less rigorous and therefore less suitable for 

examining relationships between latent variables. However, they acknowledge that 

PLS-SEM is suitable for confirming structural relationships and often provides a more 

vigorous approximation of the structural model. 

According to Hair et al. (2011), PLS-SEMs can work efficiently with much larger 

sample sizes, increased model complexity, and less restrictive assumptions about the 

data. Therefore, it allows handling a more comprehensive range of problems compared 

to CB-SEM. The authors also note that the salient feature of PLS-SEM is that it 

estimates latent variable scoring as exact linear combinations which relate to the 

manifestation of variables. It can be treated as perfect substitution manifest variables. 

Hair et al. (2011) stated that one of the limitations of CB-SEM is the observation 

number and the small sample size frequently leads to biased statistics and invalid 

solutions. 

3.8.2 Assessment of PLS-SEM Measurement 

The crucial step in a research project involving the application of SEM is preparing a 

diagram to illustrate the examination of hypotheses and display the relationship of the 
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variables. The diagram is the path model that connects the variables based on the 

theory where hypotheses will be tested. The path model in the PLS-SEM has two 

models: the measurement and structural models. Hair et al. (2016) specified how the 

measurement theory measures the latent variables. There are mainly two different 

methods to measure unobservable variables: reflective and formative measurement. 

The center point of PLS-SEM is more on the prediction than the explanation, which 

makes PLS-SEM particularly worthwhile for the sources of competitive advantage, 

and it leads to a successful study (Hair et al., 2012; Hair et al., 2011). 

The type of constructs used in the conceptual design causes the need to use formative 

or reflective items to measure each construct. Coltman et al. (2008) and Khan et al. 

(2016) mentioned the relevance of theoretical and empirical reflections when 

designing and validating appropriate measurement models. According to them, 

incorrect measurement models have an important influence on the research results. 

Khan et al. (2016) highlighted that choosing an accurate measurement model, i.e., 

reflective versus formative measures, can be difficult. 

3.8.2.1 Assessment on the Measurement model 

Typically, to assess unobservable variables, two different methods can be applied. The 

first is the reflective measurement, and the second is the formative measurement. 

Diamantopoulos et al. (2008) mentioned in their research that management, marketing, 

and psychology had intensified their observation on formative measurement models to 

operationalize latent variables or constructs. According to the authors, researchers 

have made a considerable effort to make academicians realize the existence of 

formative indicators and the suitability of formative measurement models for the 

significant number of latent constructs. On the other hand, Coltman et al. (2008) 
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mentioned that inaccurate application of the measurement model could compromise 

the content validity of constructs. As a result, the structured relationship will be 

misrepresented and eventually reduce the usefulness of management theories for 

business researchers and industry players. 

In the formative measurement, an assessment on collinearity among the indicators will 

be performed to ensure the formative indicators indeed contribute and represent the 

intended meaning. According to Hair et al. (2016), there are scenarios where an 

indicator’s information is redundant. For the first scenario, when an indicator shows a 

high correlation with other indicators of the same construct and second scenario, the 

indicator is not significant to the construct. According to the authors, high correlations 

will not happen between indicators in the formative measurement models. It could be 

an issue if a high correlation happened from the methodological and interpretational 

standpoint. The crucial point for formative indicators is that they are not 

interchangeable. Each indicator for formative construct captures a specific aspect of 

the construct’s domain. Therefore, Convergent Validity and Discriminant Validity 

could not be applied (Kha et al., 2016). 

In addition, high levels of collinearity between the formative indicators are a pivotal 

matter due to the impact on the estimation of weights and the statistical significance. 

Another procedure to perform is assessing the contribution of the formative indicator 

is the significance and relevance of the outer weight, which is due to the result of multi 

regression (Hair et al., 2010) with the latent variable count as the dependent variable 

and the formative indicators as the independent variable. Whether formative indicators 

genuinely contribute to constructs establishment, an assessment must be conducted on 

the outer weights in the formative measurement models, which are considerably 

different from zero employing the bootstrapping procedure. 
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The other measurement model is the reflective measurement construct (also called 

Mode A). Hair et al. (2017) have mentioned that reflective measurement model 

assessment cannot be used for formative models since formative measures do not 

necessarily covary. The authors also concluded that assessing Convergent Validity and 

Discriminant Validity for formative measures using the same criteria associated with 

reflective measurement models is meaningless. Diamantopoulos (2006) postulates that 

formative indicators are error-free, which means the Internal Consistency Reliability 

concept is inappropriate for formative measurements. On the other hand, a reflective 

construct is a cause, and the indicators are the manifestations (Roy et al., 2012). 

According to Wong (2013), the indicators are highly correlated and interchangeable in 

a reflective environment. Therefore, their reliability and validity should be thoroughly 

assessed. Therefore, the causality direction is from the latent variable to the indicators. 

There are several assessments for the reflective measurements, such as Reliability, 

Convergent Validity, and Discriminant Validity. 

3.8.2.1.1 Internal Consistency Reliability 

Internal Consistency Reliability starts the assessment. The well-known Cronbach’s 

Alpha analysis provides approximate reliability that relies on the intercorrelations of 

the observed indicator variables. However, according to Hair et al. (2017), Cronbach’s 

Alpha assumes that all indicators are equally reliable. Furthermore, Cronbach’s Alpha 

is vulnerable to the number of indicators in the scale. Therefore, it has a propensity to 

underrate Internal Consistency Reliability. Therefore, Composite Reliability is 

appropriate to be used in contrast to the limitation of Cronbach’s Alpha. 

The reading for Composite Reliability differs between 0 and 1. High reading means 

more reliability. The interpretation is the same manner with Cronbach’s Alpha. In the 
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exploratory research, Composite Reliability values of 0.60 to 0.70 are acceptable. In 

the more advanced level of analysis, values between 0.70 and 0.90 are satisfactory. On 

the other hand, values above 0.90 are not desirable because they indicate that all the 

indicator variables are measuring the same circumstances. Therefore, it is not likely to 

be a valid construct measurement. 

3.8.2.1.2 Convergent Validity 

Convergent Validity is how an indicator correlates positively with other indicators of 

the same construct. Indicators of a reflective construct are treated as different 

approaches to measuring the same construct. To assess the Convergent Validity of 

reflective constructs, Average Variance Extracted (AVE) and the outer loadings of the 

indicators will be analyzed. 

According to Hair et al. (2017), high outer loadings of the construct indicate the 

indicators have much in common, which is captured by the construct. Indicator 

reliability is another term used for the size of the outer loading, and the indicators in 

the outer loading should be statistically significant. A common rule of thumb is that 

the standardized outer loadings should be 0.708 or higher. The authors also mentioned 

that the outer loadings between 0.40 and 0.70 should be omitted from the scale only 

when deleting the indicator leads to increased Composite Reliability. Indicators with 

a value less than 0.40 should be eliminated from the construct. However, the decision 

of whether to delete an indicator is the extent to which its removal affects content 

validity. 

For AVE, a value of 0.50 or higher indicates that the construct explains more than half 

of the variance of its indicators. However, an AVE of less than 0.50 indicates that, on 
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average, more variance remains in the error of the items than in the variance explained 

by the construct. 

3.8.2.1.3 Discriminant Validity 

Discriminant Validity is the degree to which a construct is truly distinguishable from 

other constructs. Therefore, establishing Discriminant Validity implies that a construct 

is unique and captures phenomena not represented by other constructs in the model. 

Researchers must base on two measures of Discriminant Validity in the past, cross-

loadings and Fornell-Larcker. Cross-loading is the first approach to assess the 

Discriminant Validity of the indicators. On the other hand, Fornell-Larcker is the 

second approach. It matches the square root of the AVE value with the latent variable 

correlations.  

Recently, researchers seriously reviewed the performance of cross-loadings and the 

Fornell-Larcker assessment for Discriminant Validity. According to researchers, 

neither approach is reliable to distinguish Discriminant Validity issues (Henseler et al., 

2015). Furthermore, the authors highlighted that cross-loadings failed to specify the 

absence of Discriminant Validity when two constructs are excellently linked, which 

exhibits that this criterion is not suitable for empirical research. As for Fornell-Larcker, 

the criterion performs poorly, primarily when indicator loadings of the constructs 

under consideration only show a slight difference.   

On the other hand, Henseler et al. (2015) suggested using the correlations’ heterotrait-

monotrait (HTMT) ratio to redress this issue. HTMT is the ratio of the between-trait 

correlations to the within-trait correlations. HTMT is the mean of all correlations of 

indicators across constructs measuring different constructs. Technically, the HTMT 

approach estimates the true correlation between two constructs would be if they were 
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perfectly measured. An accurate correlation is to disattenuated correlation, and a 

disattenuated correlation between two constructs close to 1 indicates a lack of 

Discriminant Validity. 

Henseler et al. (2016) further explained that the expected inception level of the HTMT 

is questionable since “when is a correlation close to 1?” The authors opined that an 

HTMT value above 0.90 is lacking in Discriminant Validity. When the constructs in 

the path model are conceptually more evident, thus, a conservative and a lower 

threshold value of 0.85 is acceptable (Henseler et al., 2015). In addition, the HTMT 

can be the fundamental of a statistical Discriminant Validity test. However, as PLS-

SEM does not based on any distributional premises, the standard parametric 

significance tests cannot be applied to test whether the HTMT statistic is significantly 

different from 1. Alternatively, researchers rely on a method called bootstrapping to 

determine the apportion of the HTMT statistic. 

3.8.2.2 Assessment of Structural model 

As soon as confirmation has been obtained that the construct measures are reliable and 

valid, the following stages begin by addressing the assessment of the structural model 

results, which include examining the model’s predictive capabilities and the 

relationships between the constructs. The assessment results on the structural model 

enable the researcher to determine the model’s capability to predict one or more target 

constructs. 

3.8.2.2.1 Multicollinearity Assessment 

This part of the assessment starts with examining the structural model for collinearity 

to estimate path coefficient in the structural models, based on ordinary least square 
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regression of each endogenous latent variable on its corresponding predecessor. Each 

set of predictor constructs needs to be examined separately for each subpart of the 

structural model. 

3.8.2.2.2 Correlations 

Correlation analysis is adopted extensively by researchers and statisticians to analyze 

two variables to assess their relationship. Kumar et al. (2013), correlation is about a 

measurement between two associated variables. However, according to them, the 

associated variables should not be mistaken for a causal relationship as the two 

variables may be linked to one another. Still, one does not need to cause the other. 

Correlation analysis is the most sought-after system to evaluate two variables’ 

relationships. It is about measuring the strength of the two variables. 

Pearson correlation efficiency measures the degree to which there is a linear 

association between the two variables. Positive correlations indicate a high tendency 

in value in one variable associated with a high value in the second variable. On the 

other hand, a negative correlation will work the other way round, a high value in one 

variable to be associated with a low value in the second variable. Thus, in correlation 

analysis, a researcher looks at the magnitude of the relationship and the direction of 

the relationship. 

3.8.2.2.3 Coefficient of determination (R2 value) 

Researchers commonly use the following assessment stage to evaluate the structural 

model, coefficient of determination (R2 value) Hair et al. (2016). Running a coefficient 

measures the model’s predictive power. Note that it calculates the squared correlation 

between specific endogenous construct’s actual and predicted values. The coefficient 



 

104 
 

represents the exogenous latent variables’ combined effects on the endogenous latent 

variable. The coefficient constitutes the amount of variance in the explained 

endogenous constructs by all the linkages of exogenous constructs. The R2 values 

range from 0 to 1, with higher levels denoting higher levels of predictive accuracy. 

3.8.2.2.4 Effect Size f2Assessment 

Included in the following assessment is the f2 effect size. The change in the R2 value is 

when an identified exogenous construct is excluded from the model, which can 

evaluate whether the omitted construct has a substantive impact on the endogenous 

constructs. This measure is increasingly encouraged by journal editors and reviewers. 

The parameter for assessing f2 is that values of 0.02, 0.15, and 0.35 represent small, 

medium, and large effects (Cohen, 1988) of the exogenous latent variable. Less than 

0.02 of the effect sizes indicate that there is no effect. 

3.8.2.2.5 Predictive Relevance (Q2) Assessment 

In the 1970s, Geisser (1974) the next measure is Stone-Geisser’s Q2 value. It is an 

indicator of the model’s out-of-sample predictive power or predictive relevance. The 

purpose of this measure is that when the PLS path model displays predictive relevance, 

it can precisely envisage data not used in the model estimation. The Q2 value is 

obtained using the blindfolding procedure. However, Hair et al. (2016) mentioned that 

the blindfolding procedure is typically applied to endogenous constructs with a 

reflective measurement model and single endogenous item. The last measurement is 

the Q2 effect size, where the relative impact of predictive relevance can be compared. 
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3.8.2.3 Assessment of mediating effect. 

Mediation and moderation are the third variables that are similar in describing the 

relationship between two constructs, independent and dependent variables. Zhao et al. 

(2010) have characterized three types of mediation based on the mixture of prior 

research on mediation analysis and having the similarity features; Complementary 

mediation: “The indirect effect and the direct effect where both are significant and 

point to the same direction”, Competitive mediation: “The indirect effect and the 

direct effect both are significant and point in opposite directions” and lastly, Indirect-

only mediation: “The indirect effect is significant but not the direct effect.” 

Investigating the intensity of the mediator relationship with the other constructs allows 

supporting the mechanisms that bear the cause-effect relationship between an 

exogenous construct and an endogenous construct. For example, satisfaction is the 

mediator variable between relationship marketing, service quality, and price with 

customer retention for this research. Testing for the type of mediation in a model 

requires a series of analyses. This research uses bootstrapping the sampling 

distribution of the indirect effect. Furthermore, Hair et al. (2016) bootstrapping does 

not make assumptions about the shape of the variables’ distribution or the sampling 

distribution of the statistics and can be applied to small sample sizes where it produces 

more accurate results. As such, this approach is perfectly suitable for the PLS-SEM 

method. In addition, bootstrapping the indirect effect yields higher levels of statistical 

power. 

3.9 Chapter Summary 

This current chapter starts with a framework, defines the proposed adopted variables, 

and reviews previous literature. After that, a conceptual model is introduced, with 
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hypotheses being presented. How to obtain sample size has also been discussed. 

However, the issue is the unavailability of getting the total number of customers 

population from BNM or the individual banks in Malaysia. Thus, the sample size is 

based on the G-Power method. 

This chapter explained how the questionnaires are carefully being developed and 

distributed to several areas to get the most generalizability of the research. These areas 

suggested were mixed with various business activities. It is opined that obtaining 

respondents from different areas with different business industry allow this research 

to obtain an accurate result. Furthermore, these areas are from urban to sub-urban 

populations of people.  

Designing or adopting a suitable, easy-to-understand questionnaire is important to 

obtain the same opinion from the customers. The majority of the questionnaires were 

adapted and adopted from previous research studies. The questionnaires have been set 

in such a way as to avoid any biases or lead respondents to an answer. Three out of the 

five variables were from the banking industry, directly related to this research. 

Before that, a pre-test was performed to identify any problems with the data collection 

questionnaires and immediately find possible solutions. Therefore, it is not possible to 

anticipate the problems encountered during data collection. 

The pre-test has also been conducted by engaging some bank’s customers, staff from 

the banks, and lecturers to perfect the questionnaires for readability and understanding 

according to the layman level before initiating a pilot test. Some of the words used in 

the previous research studies have been amended for easy understanding but carry the 

same meaning. This is to test the reliability of the questionnaires.  
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Data collected will be analyzed using the SPSS software to get the Cronbach’s Alpha 

and the descriptive frequency. Then, the structured questionnaire from data collected 

from the respondents in the quantitative phase will be analyzed using PLS-SEM 

SmartPLS 3.0 software. Additionally, a brief discussion on how measurement, 

structural and mediating models are tested. The next chapter presents the analysis and 

results of the study. 
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CHAPTER FOUR 

  RESULTS AND DATA ANALYSIS 

4.1 Introduction 

This chapter highlights the analysis of the data collected from the selected banks from 

a few areas. SmartPLS software was used to analyze the data. Generally, this chapter 

presents the findings of the study as proposed and in accordance with the developed 

hypotheses. It will begin with the description of the data obtained from the respondents, 

such as the demography profile, and continue with the screening of all the data 

collected from these three different areas. This chapter ends with a summary of the 

hypothesis. 

4.2 Quantitative Data Analysis 

Under this part, quantitative data analysis will be discussed first and begin with 

analyzing the response rate, data coding, non-responses bias test, and common method 

bias test. Then it moves to examining and screening the data collected. SmartPLS 

version 3.0 software assesses the measurement model. In the measurement model. The 

software is used to measure the Internal Consistency, Convergent Validity, indicators 

Reliability, and Discriminant Validity. Furthermore, the structural model analysis will 

be the second part and discuss the testing of the direct and indirect hypotheses for 

mediation examination along with effect size and predictive relevance. This chapter 

ends with a summary of all the hypotheses' results. 

4.2.1 Response Rate 

Response rate is essential due to achieving near accuracy of the research results. One 

hundred each survey form were distributed to Ipoh, Taiping, and Teluk Intan, and the 
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total number of questionnaires distributed was 300. The distributions are needed to 

achieve the required 129 respondents from these three areas. The target audience is the 

bank’s customers who have an account with the bank, whether performing financial 

transactions over the counter, at the self-service terminal (SST), or using the bank 

computer to perform internet banking. Targeted respondents are the customers having 

a Savings or Fixed Deposit account. The account can be either a single or joint account. 

The collection of the questionnaire from the respondents was conducted in the same 

period.   

A small percentage of the customers (thirteen customers) collected the questionnaire 

and brought it back home to answer. Usually, those who took it home will be brought 

back the next day. Out of 165 collected, 36 questionnaires were ineligible or void due 

to omitted to answer some questions. There are two respondents out of 36 who never 

answer the demography sections as well. Thus, these questionnaires were disqualified 

due to not meeting the criteria. Table 4.1 shows the breakdown of the questionnaires 

collected. 

Table 4.1 Response rate of the questionnaire. 

 

4.2.2 Data Coding 

For easy identification, items in the research questionnaires were coded using an easily 

identified code. Coding the variables allows the process of converting attributes into a 

form that researchers can systematically analyze. This can be achieved by coding each 

Total questionnaire distributed 300 
distributed 

Percentage 

Questionnaire returned 165 55% 
Respondent not meeting the criteria/incomplete 
answering 36 21.6% 

Total usable questionnaires 129 78% 
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variable based on the questionnaire item with several alphabets and a number. For 

example, customer retention has been assigned with two alphabets acronym – CR and 

satisfaction as mediator variable has been assigned with acronym of ST. This data 

coding ensures that the questionnaires can be easily referred to and any mistakes can 

be avoided. Thus, all the constructs used in the current study were coded as mentioned 

below in Table 4.2. 

Table 4.2 Variables coding. 
 
 
 
 
 
 
 
 
 
 

 
4.2.3 Non-response Bias Test 

Non-response bias is a significant difference between two or more groups of 

participants in the research study (Andale, 2015). Non-response bias happened in an 

environment when the targeted audience did not return the survey questionnaire. This 

group of audience who does not return the survey questionnaire possibly have a 

consistent different opinion from those who returned the survey questionnaire. Thus, 

with this scenario of not returning the survey form, there are biases in the responded 

data or an unrepresented sample. 

Decades ago, Armstrong and Overton (1997) already mentioned that to evaluate the 

possibility of non-response bias, a ‘time-trend extrapolation’ system is used to 

compare the early respondents collected with the late respondents. Malhotra et al. 

(2006) opine that empirically, late respondents could be used for non-response bias 

Variables Code 
Customer Retention CR 
Relationship Marketing RM 
Service Quality SQ 
Price PR 
Satisfaction ST 
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instead of non-respondents. Mainly the former may not have responded if there is no 

follow-up. 

This research faced some sampling biases. Only the bank’s customers came to the 

branch to perform banking transactions participated in answering the questionnaires. 

The targeted customers are either performing a transaction over the counter or at the 

SST. Therefore, this research omitted those customers who are performing online or 

internet banking only. Due to the collection of data performed at the same time, 

Levene’s Test for Equality of Variances will not be conducted. 

4.2.4 Common Method Bias Test 

Common method bias is defined as “variance that is attributable to the measurement 

method rather than to the constructs the measures represent” (Podsakoff et al., 2003). 

They further explained common method bias as a variation response received due to 

the assessment format compared to the actual tendency by the respondents, which 

constructs tend to uncover.  

Researchers unfailingly perturb on the issue of reducing common method bias due to 

the belief that it causes the measurement error in organizational research that applied 

self-rated surveys (Podsakoff et al., 2003). According to Chang et al. (2010), common 

method bias is a measurement error due to ‘sociability’ that leads respondents to react 

to the questionnaires positively, producing blemished Internal Consistency in data 

collection. As such, common method bias can generate Type I and type II errors. 

Additionally, it is also generally implicit that common method bias boosts the 

association between variables measured by self-rated surveys (Conway & Lance, 

2010). 
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For this study, data collected were through self-rated surveys from several banks and 

bank’s branches customers at different locations. Customers were different in terms of 

age, occupation, level of education, and income. In addition, some customers only 

perform online banking transactions and rarely come to the branch where there is a 

lack of interaction between the bank staff and customers. Hence, this created or may 

generate the possibility of common method bias. In dealing with this issue, the current 

study adopted numerous procedural evaluations to reduce the effects of common 

method bias, as recommended by Podsakoff et al. (2012). 

Podsakoff et al. (2003) mentioned that to administer common method bias after the 

data collection, statistical analysis by Harman’s single factor test is recommended. The 

procedure is by loading all items from the variables into exploratory factor analysis 

and then analyzing any single factor comprising most of the covariance must be more 

than 50%. If less, the common method bias issue will not succeed.  

In this study, a total of 36 items from all constructs were input into un-rotated factor 

analysis using Statistical Package of Social Sciences (SPSS) version 28 software. The 

result has shown there is no single factor was found that accumulated more than 50% 

variance. Table 4.3 shows the common method bias test. It reveals that 

39.72% variance was accounted for by a single factor, which reflected there was no 

issue and still within the allowable range for common method bias for this study as 

suggested by Lowry and Gaskin (2014) and Podsakoff et al. (2003). 
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Table 4.3 Common Method Bias Test. 

Total Variance Explained 

Component Initial Eigenvalues Extraction Sums of Squared 
Loadings 

Total % of 
Variance 

Cumulative  Total % of 
Variance 

Cumulative 
% 

1 14.300 39.721 39.721 14.300 39.721 39.721 

2 2.470 6.862 46.584    

3 1.864 5.177 51.760    

4 1.544 4.289 56.049    

5 1.378 3.827 59.876    

6 1.228 3.410 63.286    

7 1.190 3.307 66.593    

8 1.022 2.838 69.431    

9 .985 2.736 72.167    

10 .900 2.499 74.666    

11 .745 2.070 76.736    

12 .709 1.969 78.706    

13 .673 1.869 80.574    

14 .632 1.755 82.330    

15 .612 1.701 84.031    

16 .554 1.538 85.568    

17 .511 1.421 86.989    

18 .476 1.323 88.312    

19 .453 1.258 89.570    

20 .407 1.131 90.701    

21 .397 1.103 91.804    

22 .336 .932 92.736    

23 .317 .880 93.616    

24 .293 .814 94.430    

25 .275 .765 95.195    

26 .249 .693 95.888    

27 .236 .655 96.543    

28 .216 .601 97.144    

29 .193 .535 97.679    

30 .173 .480 98.159    

31 .152 .421 98.580    

32 .149 .413 98.993    

33 .115 .320 99.313    

34 .106 .295 99.608    

35 .091 .252 99.860    

36 .051 .140 100.000    
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4.3 Data Examination, Screening and Preparation 

As proposed by Hair et al. (2010), if samples collected and found has more than 50% 

of data of the respondents were missing, that sample needs to be deleted. It is essential 

to perform data screening and verification to ensure data were clean from any coding 

errors through a thorough screening. Thus, each questionnaire was checked 

immediately after the customer answered the questions.  

Respondent was guided on how to answer the questionnaire if they needed assistance. 

Thus, it was a tiresome session since each questionnaire had to be thoroughly checked 

in a short period to avoid any missing information.  

Data screening is needed to ensure the data collected for analysis will not be altered 

by weak data characteristics, such as omitting values for performing descriptive 

statistical analysis. There were also incidents where respondents left out some of the 

questions but immediately rectified them. However, there were cases where some of 

the returned questionnaires collected the next day did not complete all the questions. 

Another challenge during data collection was the respondent's non-response, which 

could be attributed to the fact that the bank respondent is in a hurried state and unable 

to spend some time on the questionnaires. 

4.3.1 Missing Value Analysis 

Hair et al. (2010), missing data is when valid values of one or more variables are 

omitted for the analysis and normal for multivariate analysis. Missing data steps are 

essential in a research study. It is an important part before the data are analyzed.  Any 

missing data collected and entered could mess up the entire analysis results. Thus, in 

such a situation, the researcher must take precautionary measures by ensuring that 
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questionnaires are answered by the respondents during the fieldwork without omitting 

any questions.  

Missing data does happen especially dealing with human beings. There are few 

processes in dealing with missing data. One of the processes is to eliminate data that 

consists of missing data, and only cases with complete and precise data are included 

in the analysis. Example scrutinize each data questionnaire collected before entering 

the system for analysis. If there is, obtain a new questionnaire. Thus, any shortfall of 

the data should be replaced. The other process is to change the missing data valued 

with the sample mean. As for this research, there were cases of missing data from the 

questionnaires collected even with thorough checking before every collected 

respondent’s questionnaire entered the system. There were 36 questionnaires (Table 

4.1) out of 165 collected that were unusable for various reasons. 

4.3.2 Descriptive Analysis of Latent Constructs 

This part deals with describing the latent constructs' statistics, including the 

independent, dependent, and mediation variables. The main idea of descriptive 

analysis is to explain the habitual situation of the variables in this research study. These 

descriptive statistics reflected the importance and level of implementation of all the 

variables in the commercial banks of Malaysia. Interpretation of the results, the seven-

point Likert scale (1 – Strongly Disagree to 7 – Strongly Agree) was graded into equal 

sizes of low, moderate, and high (Abu, 2016) as tabulated in Table 4.4. 

Table 4.4 Interpretation of mean values. 
Category Mean Value 

Low x > 3.00 
Moderate 3.01 < x < 4.99 
High 5.00 < x < 7.00 
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Table 4.5 is the descriptive statistics of all latent constructs computed for the present 

study. This descriptive analysis includes assessing the mean and standard deviation 

values of all latent constructs. This descriptive statistic can reflect the importance of 

relationship marketing, service quality, price, satisfaction, and customer retention in 

the commercial banks of Malaysia. 

Table 4.5 Descriptive Statistic for Latent Variables. 

Variables N Minimum Maximum Mean Standard 
Deviation 

Customer Retention 129 2.10 6.40 4.3488 .76261 
Relationship 
Marketing 

129 2.38 6.38 4.7936 .89985 

Service Quality 129 2.10 6.60 4.7457 .94860 

Price 129 1.67 6.67 4.5065 1.00269 

Satisfaction 129 1.80 15.20 4.8202 1.40931 

Valid N 129     
 

Based on the summary data shown in Table 4.5, the range for the mean is between 

4.3488 to 4.8202, which is at a moderate level. On the other hand, the range for 

standard deviation is from 0.76261 to 1.40931. The information tabulated in the above 

table indicates that satisfaction has the highest mean value of 4.8202. On the other 

hand, customer retention has the lowest reading with 4.3488, but overall, all the three 

independent variables are under the moderate category. 

Based on the descriptive analysis, the mean for the price is 4.5065, which is the lowest 

among the independent variables with a standard deviation of 1.00269. The result 

shows that the effect of price among the independent variables in terms of customer 

retention or customers has the intention to leave the bank. On the other hand, the mean 

for customer retention is 4.3488, the lowest but still under moderate. The standard 

deviation for customer retention is 0.76261, indicating that customers have the 
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intention of leaving the bank. Hence, the bank's management must pay more attention 

or investigate the main reason why customers have the intention to leave.  

The remaining construct of satisfaction, where the mean was 4.8202, is the highest, 

and commercial banks of Malaysia must put more effort to meet customers' satisfaction 

demand. The bank's management should investigate the decisive point to satisfy 

customers' banking with them. Providing top-notch service to satisfy customers, 

whether human-related or non-human related services, must be top management's 

priority to avoid customers moving to another bank. Thus, banks can achieve customer 

retention objectives. 

4.4 Demographic Profile of the Respondents 

As proposed in the methodology chapter, questionnaires collection is from three 

different areas, namely Ipoh, Taiping, and Teluk Intan. The G-Power system is used to 

derive the number of samples. The total of respondents needed is 129.  

This section briefly states the respondents' demographic data who participated in the 

current study, which is an essential and valuable aspect of understanding the data 

segment. From the respondents' profile, the respondents were primarily female, 65.9 

percentage compared to the male, who is 34.1 percentage. In terms of age, most of the 

respondents were from the age range of 31 to 40 years old, which carries 36.4 

percentage as this is the age group that consists of primarily working people. There 

were 31.8 percentage of respondents from 21 to 30 years old and from the working 

group and may still in the studying stage. There were 57.4 percentage of the 

respondents from the married category.   
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Regarding educational background, 45.7 percentage of respondents have other 

education levels such as Sijil Pelajaran Malaysia (SPM) or diploma. There were six 

(3.1 percentage) respondents having a Philosophy of Doctorate, and 35.7 percentage 

of the respondents have bachelor’s degrees. For the type of account, 92.2 percentage 

of the respondents have a saving account, and 86.8 percentage of their accounts have 

been operating for more than a year. And interestingly that 82.2 percentage of the 

respondents are using online banking, and 63.6 percentage still visit bank branches to 

conduct banking transactions. The comprehensive respondents' profiles are shown in 

Table 4.6 below. 

Table 4.6 Demography profile of respondents. 

Particular Frequency Percentage 

Gender: 

Male 

Female 

 

44 

85 

 

34.1 

65.9 

Age group: 

21 – 30 

31 – 40 

41 – 50 

More than 50 

 

41 

47 

28 

13 

 

31.8 

36.4 

21.7 

10.0 

Marital status: 

Single 

Married 

Divorced 

 

52 

74 

3 

 

40.3 

57.4 

2.30 

Education level: 

Bachelor’s degree 

Master 

PhD 

Others 

 

46 

20 

4 

59 

 

35.7 

15.5 

3.10 

45.7 

Account Type: 

Saving account 

Joint saving account 

 

119 

8 

 

92.2 

6.20 



 

119 
 

Fixed Deposit 

Joint Fixed Deposit 

1 

1 

0.80 

0.80 

Account since: 

Less than a year 

More than a year 

 

17 

112 

 

13.2 

86.8 

Do you use online banking? 

Yes 

No 

 

106 

23 

 

82.2 

17.8 

Do you still go bank branch for banking transactions? 

Yes 

No 

 

82 

47 

 

63.6 

36.4 

4.5 Assessment of Normality Test 

According to Pallant (2011), normality assessment implies a symmetrical bell-shaped 

curve with the maximum frequency of scores in the middle and more minor 

frequencies towards extremes. The skewness and kurtosis methods measure the spread 

of data distribution, standard deviation, and mean.  

Performing a skewness test is to check on the appearance is symmetrical. Suppose the 

pattern of responses for a variable reaches toward the distribution's right or left tail. 

The pattern is considered skewed. On the other hand, kurtosis measures whether the 

distribution is too peaked or very narrow distributed, and most of the responses are 

placed in the center. 

Hair et al. (2017), when both skewness and kurtosis are close to zero, it is regarded as 

normal distribution where it is a situation that researchers are doubtful to encounter. 

Therefore, a general guideline for skewness is that if the number is greater than +1 or 

lower than –1, it indicates a skewed distribution. The general rule for kurtosis is that 

if the number is greater than +1, indicating the distribution is too peaked. Likewise, a 

kurtosis of less than –1 indicates a distribution that is too flat. Distributions exhibiting 
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skewness and kurtosis that exceed these guidelines are considered non-normal Hair et 

al. (2017). 

Table 4.7 Descriptive statistics of mean, standard deviation, skewness, and kurtosis for study 
Variables (n = 129). 

 

Variable 

 

Mean 

 

Standard 
Deviation 

Skewness Kurtosis 

Statistic Standard 
Error 

Statistic Standard 
Error 

CR 4.3488 .76261 .142 .213 .195 .423 

RM 4.7936 .89985 -.788 .213 -.010 .423 

SQ 4.7457 .94860 -.644 .213 -.231 .423 

PR 4.5065 1.00269 -.381 .213 -.024 .423 

ST 4.8202 1.40931 2.758 22.202 0.085 .423 

Note: CR (Customer Retention), RM (Relationship Marketing), SQ (Service Quality), PR 
(Price), and ST (Satisfaction). 

 

Based on Table 4.7, only satisfaction is slightly high (2.758), not within the acceptable 

skewness. In contrast, the rest of the variables are within the range. On the other hand, 

for kurtosis, all the variables are within the range. Hair et al. (2017) mentioned that 

lack of normality in the distribution could distort the results and is much less severe 

with PLS-SEM. They further explicated researchers should use PLS-SEM to examine 

the results when the distributions deviated substantially from the normal reading. 

Therefore, an assessment will be performed during the assessment of the measurement 

stage using PLS-SEM. 

4.6 Assessment of PLS-SEM Path Model Results 

Chapter 3 has mentioned that for this research study to assess the results, two steps 

processes, as recommended by Henseler et al. (2009), are being used. The two steps 

processes are the measurement model or outer model and the structural model or inner 

model. 
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This study applied SmartPLS 3.0 software developed by Ringle et al. (2015) for the 

SEM. A complex model involving various independent, mediator, and dependent 

variables were involved in this research. This research will present a comprehensive 

interpretation of the findings in the next section. Figure 4.1 is the two-step process 

diagram that includes the measurement model as the first step. After that is the 

assessment of the structural model as the second step (Hair et al., 2016; Ringle et al., 

2009). 

According to Hair et al. (2017), researchers need to distinguish between reflective and 

formative constructs when evaluating measurement models. These two approaches 

rely on different concepts, and hence, a different assessment is needed. They also 

mentioned that reflective measurement models are assessed in terms of consistency 

and reliability, including Composite Reliability. On the other hand, formative 

measurement includes ensuring content validity.  

A comprehensive interpretation of the findings using SmartPLS is presented in the 

next section. 

4.7 Assessment of Measurement Model  

The objective and justification of the measurement model are to assess and ascertain 

the relevance of indicator’s loadings of the constructs and between the constructs. 

When developing constructs, one of the important aspects is that researchers must 

consider two broad types of measurements specification, reflective and formative. For 

a formative construct, indicators are not interchangeable. Hair et al. (2016) each 

indicator for a formative construct captures a specific aspect of the construct’s domain. 

Ultimately the items determine the meaning of the construct where omitting an 

indicator potentially alters the nature of the construct. The objective and justification 
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of the measurement model are to assess and ascertain the relevance of indicator’s 

loadings of the constructs and between the constructs. Figure 4.1 is the Two-Step 

Process of PLS Path Model Assessment.  

 

 

 

 

 

 

 

 

 

Figure 4.1 A Two-Step Process of PLS Path Model Assessment. (Source: Hair et al., 2016). 

Hair et al. (2016), under the statistical assessment criteria for reflective measurement 

scales, could not be directly transferred to formative measurement. The indicators are 

likely to represent the construct’s independent causes and, thus, are not necessarily 

highly correlated. As for reflective measurement, the causality is from construct to the 

indicators. Therefore, indicators can be viewed as a representative sample of all the 

possible items available within the constructs. The indicators in the reflective 

measurement associated with a particular construct should be highly correlated with 

each other. Any single can generally be deleted without changing the meaning of the 

construct only if the construct has sufficient reliability (Hair et al., 2017). All the 

constructs are from the reflective type as reviewed in the literature review chapter for 

this research. 
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• Discriminant Validity 
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The standard procedure is to keep items with loadings between 0.40 and 0.70 (Hair et 

al., 2014). It is relevant to keep the item loadings greater or equal to 0.70 (Henseler et 

al., 2009; Hair et al., 2014). Perry et al. (2004) have mentioned that the proper cut-off 

points 0.9 and above (excellent), 0.70 to 0.90 (high reliability), 0.50 to 0.70 (moderate 

reliability), and below 0.50 (low reliability).  

4.7.1 Individual Item Reliability 

Hair et al. (2017) have mentioned that individual item reliability determines each 

construct indicator's outer loading or item. The outer loading should be around 0.40 to 

0.70. This research has 36 indicators, and seven items have been deleted, CR5, CR6, 

CR7, CR8, RM1, RM6, and RM7. The detailed summary of these items with 

standardized loadings is presented in Table 4.8. 

4.7.2 Internal Consistency - Composite Reliability 

Cronbach’s Alpha is traditionally used to assess the Internal Consistency Reliability 

in social science research (Hair et a, 2012; Wong, 2013). Both writers also mentioned 

that Cronbach’s Alpha intends to provide a conservative measurement in PLS-SEM. 

As such, they suggested using “Composite Reliability” as a replacement.  

According to Hair et al. (2019), in assessing Internal Consistency, Composite 

Reliability, the higher values generally indicate higher levels of reliability. For 

example, the reliability values between 0.60 and 0.70 reflect “acceptable in exploratory 

research.” For values between 0.70 and 0.90, it is a “satisfactory to good.” Lastly, 

values of 0.95 and higher are considered problematic, which indicates that the items 

are redundant, reducing the construct validity. Recently, Ringle et al. (2020) 

mentioned that Composite Reliability should be higher than 0.70 and below 0.95. As 
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Afthanorhan (2014) mentioned in his research, Composite Reliability has been 

proposed by Nunally and Bernstein since 1994. The majority of the researchers agreed 

that this method is much more reliable than Cronbach’s Alpha.  

Hair et al. (2017) have suggested do not immediately remove any indicator in the outer 

loading below 0.70. Researchers should carefully evaluate the effects on Composite 

Reliability and contribution to the content validity of the construct if the item is 

removed. They further explained indicators with outer loadings between 0.40 and 0.70 

should be considered for removal from the scale only when deleting the indicator leads 

to an increase in the Composite Reliability and the Average Variance Extracted (AVE). 

However, indicators below 0.40 should be deleted from the construct. 

Table 4.8 – Loadings, Cronbach’s Alpha, Composite Reliability, and Average Variance 
Extracted. 

  Items Loading  Cronbach’s 
Alpha (CA) 

Composite 
Reliability 

(CR) 

Average 
Variance 
Extracted 

(AVE) 

Customer CR1 0.878 0.844 0.884 0.576 
Retention CR10 0.475 

   
 

CR2 0.923 
   

 
CR3 0.830 

   
 

CR4 0.844 
   

  CR9 0.452       
Relationship RM2 0.792 0.852 0.894 0.627 
Marketing RM3 0.774 

   
 

RM4 0.817 
   

 
RM5 0.783 

   

  RM8 0.794       
Service  SQ1 0.728 0.919 0.932 0.582 
Quality SQ10 0.862 

   
 

SQ2 0.607 
   

 
SQ3 0.673 

   
 

SQ4 0.757 
   

 
SQ5 0.753 

   
 

SQ6 0.781 
   

 
SQ7 0.749 

   
 

SQ8 0.795 
   

  SQ9 0.887       
Price PR1 0.763 0.714 0.84 0.637 
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PR2 0.759 

   

  PR3 0.867       
Satisfaction  ST1 0.916 0.943 0.956 0.813  

ST2 0.915 
   

 
ST3 0.916 

   
 

ST4 0.876 
   

  ST5 0.885       
 

Table 4.8 shows the Composite Reliability values of each construct of this research 

ranged between 0.452 and 0.923, which indicate the satisfactory level of the Internal 

Consistency Reliability of the measurement scale. Cronbach’s Alpha loading is also 

included in the table to indicate it is still within the acceptable loading and to compare 

with Composite Reliability. 

4.7.3 Convergent Validity  

According to Hair et al. (2014), Convergent Validity “is to assess the degree to which 

two measures of the same concept are correlated.” Indicators for a reflective construct 

are treated as different approaches to measuring the same construct.  

Hence, indicators of a specific construct should converge a high proportion of variance. 

AVE suggested by researchers is to establish Convergent Validity using outer loadings 

of the indicators (Hair et al., 2017). For this research, item loading is analyzed. Past 

literature indicated that the admissible value of items loading is more than 0.50 

(Fornell and Larcker, 1981). Table 4.8 shows the AVE results, which are between 

0.576 to 0.813. Therefore, all the item loadings were more significant as suggested. 

4.7.4 Discriminant Validity 

According to Hair et al. (2014), Discriminant Validity is about how indicators denote 

the constructs and how much the constructs are different from one another. In other 

meaning, it is about an assessment that measures the extent to which the items are 
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distinguished or unique among the constructs. The ground of Discriminant Validity is 

to confirm the construct validity of the outer model to ensure that the measures that 

should not be related are not related once the analysis has been conducted.  

In the past, it had used two measures to deduce the Discriminant Validity. The first 

approach is by Fornell and Larcker (1981) to gauge the Discriminant Validity utilizing 

the AVE values by the square root of AVE values of each construct with the 

correlations among the latent constructs. Another criterion introduced by Chin (1998) 

to measure Discriminant Validity is by applying cross-loading. The criterion of this 

method is that the indicator’s loadings of each construct should be more or higher than 

its cross-loadings from other constructs. 

Despite that, Henseler et al. (2015) mention that present research has carefully 

examined the performance of AVE introduced by Fornell and Larcker (1981) criterion 

and cross-loading criterion by Chin (1998) for measuring Discriminant Validity. They 

have found that both approaches could not reliably detect the Discriminant Validity 

issues. Accordingly, Henseler et al. (2015) have introduced the heterotrait-monotrait 

ratio of correlations (HTMT) as a new criterion or the third approach to determine 

Discriminant Validity. According to them, “HTMT is an estimate for the factor 

correlation that discriminates between two factors.” 

Therefore, to meet the standard requirement for Fornell and Larcker's (1981) criterion, 

the value of the square root of AVE on the diagonal should be higher than the 

correlation between the latent variables. As for the cross-loading, Chin (1998) 

mentions “the loadings of a particular construct’s indicators should be higher than 

the loadings of all other constructs’ indicators.” Lastly, for HTMT, Henseler et al. 

(2016) is to estimates the factor correlation and to discriminate two constructs, the 
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HTMT values should be lower than one. Moreover, if the value of HTMT is greater 

than the threshold, Discriminant Validity is absent.   

Table 4.9 Discriminant Validity (Cross-Loading). 

 Customer 
Retention Price Relationship 

Marketing Satisfaction Service 
Quality 

CR1 0.878 0.498 0.602 0.663 0.615 
CR10 0.475 0.26 0.227 0.252 0.207 
CR2 0.923 0.53 0.634 0.725 0.68 
CR3 0.83 0.474 0.622 0.6 0.682 
CR4 0.844 0.402 0.576 0.611 0.622 
CR9 0.452 0.266 0.299 0.278 0.257 
PR1 0.457 0.763 0.406 0.499 0.597 
PR2 0.422 0.759 0.41 0.371 0.385 
PR3 0.44 0.867 0.45 0.54 0.53 
RM2 0.526 0.445 0.792 0.51 0.618 
RM3 0.467 0.328 0.774 0.5 0.56 
RM4 0.581 0.408 0.817 0.561 0.538 
RM5 0.553 0.414 0.783 0.602 0.595 
RM8 0.586 0.487 0.794 0.565 0.644 
SQ1 0.604 0.455 0.559 0.622 0.728 
SQ10 0.617 0.608 0.554 0.607 0.862 
SQ2 0.477 0.42 0.494 0.438 0.607 
SQ3 0.406 0.427 0.532 0.489 0.673 
SQ4 0.555 0.407 0.54 0.573 0.757 
SQ5 0.49 0.501 0.549 0.578 0.753 
SQ6 0.562 0.407 0.61 0.565 0.781 
SQ7 0.578 0.508 0.623 0.635 0.749 
SQ8 0.595 0.501 0.632 0.620 0.795 
SQ9 0.595 0.615 0.595 0.672 0.887 
ST1 0.643 0.55 0.625 0.916 0.720 
ST2 0.703 0.597 0.625 0.915 0.706 
ST3 0.642 0.577 0.603 0.916 0.722 
ST4 0.631 0.5 0.604 0.876 0.624 
ST5 0.679 0.46 0.671 0.885 0.678 

 

Table 4.9 is the outcome of the cross-loading analysis introduced by Chin (1998) as a 

criterion to determine the Discriminant Validity. The method is by comparing the 

indicator’s loadings of each construct with the cross-loadings of other constructs. An 

indicator’s loadings should be greater than cross-loadings to achieve adequate 

Discriminant Validity (Gregoire & Fisher, 2006; Hair et al., 2014). The findings of 
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this research indicated otherwise where some construct indicator’s loadings were 

found not greater than the other associated constructs. However, as mentioned by Hair 

et al. (2014), this criterion is generally considered rather liberal in terms of establishing 

Discriminant Validity. 

Table 4.10 Discriminant Validity (Fornell and Larcker Criterion). 
 

Customer 
Retention 

Price 
 

Relationship 
Marketing 

Satisfaction Service 
Quality 

Customer Retention 0.759 
    

Price 
 

0.551 0.798 
   

Relationship 
Marketing 

0.688 0.529 0.792 
  

Satisfaction 0.732 0.596 0.694 0.902 
 

 

Service Quality 0.724 0.639 0.746 0.766 0.763 

 

As shown in Table 4.10, the value at the diagonal values was more significant than the 

rest of the respective column and row, as recommended by Fornell and Larcker (1981). 

These results indicate outer model Discriminant Validity exits. Hence, outer models’ 

construct validity has been established, and it assumes that the seceding outcomes of 

hypotheses analysis would be reliable and valid. 

Table 4.11 Discriminant Validity (Heterotrait-Monotrait - HTMT). 
 

Customer 
Retention 

Price Relationship 
Marketing 

Satisfaction Service 
Quality 

Customer Retention      

Price 0.695     

Relationship 
Marketing 

0.773 0.674    

Satisfaction 0.779 0.717 0.771   

Service Quality 0.769 0.779 0.846 0.819  
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HTMT is the last method to analyze the Discriminant Validity. Table 4.11 provides 

the summary statistics of the HTMT values of each latent construct. The results 

indicate that all the HTMT values were lower than the threshold value of 1. Hence, it 

represents the overall acceptable constructs of Discriminant Validity. 

4.8 Assessment of Structural Model   

After conducting the measurement model, this research continues with the structural 

model assessment, which is also known as the inner model in PLS-SEM. The 

assessment of the structural model is applied to direct relationships and mediation 

paths. It also comprises the assessment of the latent constructs.  

To initiate the structural measurement, the researcher depends on the requirements 

mentioned by Hair et al. (2013) by assessing the structural model with the R² values, 

effect size (f2), and predictive relevance (Q²) to measure the model’s quality. The level 

and significance of the path coefficients and bootstrapping were also employed to test 

the study hypotheses. For this study, 5000 bootstrap subsamples (Hair et al., 2016) 

were used for the standard bootstrapping procedure to estimate the significance of the 

path coefficients.  

Before analyzing the above measurements, this research needs to assess the structural 

model for collinearity. Collinearity assessment can estimate path coefficients in the 

structural models based on ordinary least squares regressions of each endogenous 

latent variable on its corresponding predecessor constructs.  

4.8.1 Assessment of the Collinearity Issue  

Kock and Lynn (2012) indicated that after assessing the Discriminant Validity 

criterion in the measurement model, the subsequent measurement is the lateral 
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collinearity assessment. It is required in the structural model measurement to avoid 

any misleading results. Lateral collinearity is also referred to as predictor-criterion 

collinearity. It uses the index of Variance Indicator Factor (VIF) to measure under the 

PLS-SEM.  

Meanwhile, Hair et al. (2010) postulated that the correlation between independent 

variables used in the research models is multicollinearity. Therefore, when the 

independent variables are considerably correlated, it means the exits of 

multicollinearity, which is possible, create an issue in interpreting the independent 

variable strength in the multivariate analysis.  

According to Hair et al. (2017), VIF should not be above 5.00 in the predictor 

constructs, which will indicate multicollinearity. If multicollinearity exists in the VIF 

guidelines, one should consider eliminating constructs, merging predictors into a 

single construct, or creating a higher-order construct. Table 4.12 shows the results of 

collinearity. 

Table 4.12 Collinearity Assessment. 
 

 

 

 

 

 

Predictor Construct 
Customer 
Retention 

Satisfaction 

Customer Retention   

Price 1.777 1.709 

Relationship Marketing 2.463 2.282 

Satisfaction 2.738  

Service Quality 3.393 2.781 
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4.8.2 Assessment of the Significance and Relevance (Path Coefficient)  

The following assessment assesses the path coefficient after examining the collinearity 

issue. After conducting the PLS-SEM algorithm, estimates are obtained for the 

structural model relationships (i.e., the path coefficients). This step represents the 

hypothesized relationships among the constructs. The path coefficients denoted the 

standardized values approximately between –1 and +1 (Hair et al. 2016). The value 

obtained after performing the algorithm can be smaller or larger but normally fall in 

between these values. According to these researchers, the estimated path coefficients 

close to +1 represent strong positive relationships and vice versa for negative values. 

Conversely, the nearer the value estimated coefficients to 0, the weaker the 

relationships are. Therefore, very low values close to 0 are usually not significantly 

different from zero. Table 4.13 shows the assessment results, and the latent variables 

are between -1 and +1, indicating a positive relationship. 

Table 4.13 Assessment of Structural Model Direct Relationship.  

Hypo Relationship Std 
Beta 

Std 
Error 

t-
value 

p-
value 

Decision 

H1a Relationship Marketing 
-> Customer Retention 

0.239 0.089 2.611 0.009 Supported 

H1b Service Quality -> 
Customer Retention 

0.245 0.116 2.109 0.035 Supported 

H1c Price -> Customer 
Retention 

0.062 0.089 0.764 0.445 Not 
Supported 

H2a Relationship Marketing 
-> Satisfaction 

0.256 0.096 2.687 0.007 Supported 

H2b Service Quality -> 
Satisfaction 

0.475 0.074 6.350 0.000 Supported 

H2c Price -> Satisfaction 0.160 0.089 1.760 0.079 Not 
Supported 
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H3 Satisfaction -> Customer 
Retention 

0.343 0.103 3.336 0.001 Supported 

The assessment of the structural model revealed that the structural model path 

coefficients for the hypothesized relationships of the current study have a mix of 

results that five supported and two not supported. Specifically, for hypothesis H1a, the 

proposed hypothesis was there is a relationship between Relationship Marketing and 

Customer Retention. The findings presented in Table 4.13 disclosed a significant 

positive relationship between Relationship Marketing and Customer Retention with 

the results of (β=0.239, t=2.611, and p<= 0.05). Therefore, hypothesis H1a is 

supported. 

For hypothesis H1b, the proposed hypothesis was there is a relationship between 

Service Quality and Customer Retention. As shown in Table 4.13, the findings 

reported that there is a positive relationship with the results of (β=0.245, t=2.109, and 

p<0.05). Therefore, hypothesis H1b is supported. On the other hand, hypothesis H1c 

is to examine the relationship between Price and Customer Retention. However, as 

shown in Table 4.13, the finding indicated that this hypothesis has no significant 

relationship with the results of (β=0.062, t=0.764, and p>0.05). Therefore, hypothesis 

H1c is not supported. 

The following hypothesis is H2a, and the proposed hypothesis was is there any 

relationship between Relationship Marketing and Satisfaction? For this hypothesis, the 

report finding indicated that there is a significant positive relationship with the results 

of (β=0.256, t=2.687, and p<0.05). Therefore, this hypothesis H2a is supported. 

The following hypothesis, H2b, was hypothesized such that is there any positive 

relationship between Service Quality and Satisfaction. The finding in Table 4.13 
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shows that there is a significant positive relationship between Service Quality and 

Customer Retention with results of (β=0.475, t=6.350, and p<0.05). Therefore, this 

hypothesis H2b is supported.  

With respect to hypothesis H2c, it was hypothesized that there is a relationship 

between Price and Satisfaction. However, the finding from Table 4.13 indicated that 

there is no significant relationship between the two variables (β=0.160, t=1.760, and 

p>0.05). Therefore, hypothesis H2c is not supported. 

In addition, hypothesis H3 examines there a positive relationship between Satisfaction, 

as a mediator, with Customer Retention. As shown in Table 4.13, the results indicated 

that there is a significant positive relationship between Satisfaction and Customer 

Retention with the results of (β=0.343, t=3.336, and p<0.05). Therefore, hypothesis 

H3 is supported. 

 

Figure 4.2 Assessment of structural model of the direct relationship. 
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4.8.3 Assessment of the level of R2 Value (Coefficient of Determination) 

After assessing the relationship of the significance and relevance of the structural 

model, the next assessment will be the coefficient of determination. This is the most 

widely used measurement to assess the structural model, and it is also known as R-

squared (R2 value) (Hair et al., 2016; Hair et al., 2012; Hair et al., 2011). The R2 value 

is identified by the endogenous variable's variance, which is clarified by exogenous 

variables. 

According to Hair et al. (2016), the R2 value confines from 0 to 1. A high value 

indicates the predictive precision and arduous to employ rules of thumb to define 

acceptable R2 values. This also depends on the complexity of the model and the type 

of research industry. According to these researchers, the rules of thumb for research 

that focus on marketing issues for the R2 values can be from 0.75, 0.50, and 0.25 for 

the endogenous latent variables, representing substantial, moderate, and weak. Based 

on Table 4.14, the R² is under the category of moderate. 

Table 4.14 Coefficient of Determination (R² Value) assessment. 

 

 

 

4.8.4 Assessment of the level of Effect Size f2 

The next level of assessment in the structural model after the R2 is the effect size 

denoted as f2 (Hair et al., 2016). The evaluation of R2 values for endogenous variables 

other than to reflect the model’s strength can also be made to measure the consistency 

of impact by an exogenous construct to the endogenous.  

Latent Variable R Square 
Customer Retention 0.625 

Satisfaction 0.635 
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On the other hand, Chin (1998) stated that the effect size is “the relative effect of a 

particular exogenous latent variable on endogenous latent variable or variables by 

means of changes in the R-squared.” Therefore, as Cohen (1988) and Hair et al. (2013) 

recommended, the scale of f2 effect sizes based on 0.02, 0.15, and 0.35 was used to 

interpret small, medium, and large effect sizes of the predictive variables, respectively. 

Therefore, the effect size examines the immense strength of the relationship between 

the latent variables. It is an important discussion because effect size helps researchers 

assess the overall contribution of this research. The following is the formula to 

calculate the f² (Cohen, 1988; Hair et al., (2017). 

f² = R² included – R² excluded.  
       1 - R²included 

Table 4.15 is the results of the f² results for this study based on the formula given. One 

out of the latent constructs tested, only one construct is under moderate, and the rest 

of the constructs were in a weak position. 

Table 4.15 Effect sizes of the Latent Variables on Cohen’s (1988) recommendation. 

Predictor Endogenous  F-squared Effect Size 

Relationship Marketing -> Customer Retention 0.056 Weak 

Service Quality_ -> Customer Retention 0.051 Weak 

Price -> Customer Retention 0.005 Weak 

Relationship Marketing -> Satisfaction 0.079 Weak 

Service Quality_ -> Satisfaction 0.222 Moderate 

Price -> Satisfaction 0.041 Weak 

 

4.8.5 Assessment of Predictive Relevance (Q2) blindfolding 

After assessing the greatness of R2 values as a criterion of predictive accuracy, Hair et 

al. (2016) suggested researchers should examine Stone-Geisser's Q2 value. Stone-
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Geisser's Q2 is a predictive relevance on a criterion, which measures how well a model 

predicts the indicators' data in reflective measurement models of endogenous 

constructs. This procedure does not apply to the formative construct (Hair et al., 2017). 

They also mentioned that Q² values more than zero for a certain reflective endogenous 

latent variable indicate the path model's predictive relevance. While conducting 

analysis using PLS-SEM, researchers have been suggested to rely on measures 

demonstrating the model predictive abilities to evaluate the quality (Hair et al., 2010). 

Hair et al. (2016) have mentioned that “the cross-validated redundancy approach 

builds on the path model estimates of both the structural model and the measurement 

model of data prediction.” In addition, Hair et al. (2011) recommended the cross-

validated redundancy, which also is assessed by the PLS-SEM to estimate both 

measurements, the structural model, and the measurement models to forecast data, 

which perfectly fit the PLS-SEM approach.  

The prediction via cross-validated redundancy fits the PLS-SEM approach perfectly 

(Hair et al., 2017). According to Henseler et al. (2009) and Chin (1998), in the 

structural model, the Q2 values greater than zero for an endogenous latent variable 

indicates the path model has predictive relevance. On the other hand, Hair et al. (2017) 

mentioned that cross-validated redundancy values should be 0.02, 0.15, and 0.35, 

indicating an exogenous construct has a small, medium, and large predictive relevance 

for a certain endogenous construct. For the research, cross-validated redundancy is 

being used to gauge the Q². 

As suggested in the Stone-Geisser test, the blindfolding approach determines the 

research model on predictive relevance. The blindfolding procedure is to omit a few 

cases and manipulate them as missing values to estimate parameters (Hair et al., 2014). 
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After that, the estimated parameters are administered to establish the basic data as 

previously treated as missing data.  

Based on Table 4.16, the construct of cross-validated redundancy statistic for the two 

endogenous latent variables has greater zero results, indicating the model is in line 

with Henseler et al. (2009) and Chin (1998). 

Table 4.16 Construct Cross - Validated Redundancy (Q² value).  

 SSO SSE Q² (=1-SSE/SSO) 

Customer Retention 774 513.03 0.337 

Satisfaction 645 318.25 0.507 
 

4.8.6 Mediation Analysis 

According to Hair et al. (2014), a mediation test is mainly to know whether the 

mediating variable enhances the independent construct's effect on the dependent 

construct. Therefore, when another construct involved two constructs, mediating effect 

took place. There are several techniques for conducting mediation tests, such as Baron 

and Kenny (1986), Sober test, and bootstrapping introduced by Preacher and Hayes 

(2008). Using bootstrapping method (Hair et al., 2013) is considered somewhat 

scrupulous for estimating mediation effects. Research academicians have argued that 

the PLS-SEM technique is particularly well suited for mediation and moderation 

studies (Chin, 1998; Hair et al., 2013). 

There is a certain imperfection in applying Baron and Kenny's (1986) method, such as 

having very low power and the possibility of Type I error remaining high due to 

multiple steps involved in analysing the mediation effect (Preacher and Hayes, 2008). 

For this research bootstrapping, the indirect effect was applied as recommended by 

Preacher and Hayes (2008) due to a single inferential test of indirect effect was 
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required. Similarly, most of the studies showing that bootstrapping is a “non-

parametric re-sampling procedure”, which received a high response from the 

researcher’s perspective because this is considered to have enough power to predict 

the effect and best-suited procedure for analyzing the mediation effect in PLS-SEM 

and due to no assumption of variables’ distribution (Hair et al., 2017; Preacher & 

Hayes (2004, 2008). Therefore, step-by-step procedure has been followed in this study 

to examine the mediating effect through the bootstrapping technique, which set 5000 

subsamples in SmartPLS 3.0. Hence, the bootstrapping analysis result is shown in 

Table 4.17. 

Table 4.17 Indirect Relationship for Hypothesis Testing. 
 

Relationship Std 
Beta 

Std 
Error 

t-value p-value Decision 

H4a Relationship Marketing -> 
Satisfaction -> Customer 
Retention 

0.163 0.055 2.948 0.003 Supported 

H4b Service Quality_ -> 
Satisfaction -> Customer 
Retention 

0.055 0.035 1.551 0.121 Not 
Supported 

H4c Price -> Satisfaction -> 
Customer Retention 

0.089 0.048 1.864 0.062 Not 
Supported 

 

As described in Table 4.17, only one hypothesized relationship of this study was 

supported out of three mediating hypotheses, which means there is a mediating effect. 

According to the result, H4a, satisfaction positively mediates the relationship between 

relationship marketing and customer retention with a performance of (β=0.163, 

t=2.948, and p<0.050). Therefore, hypothesis H4a was supported.  

After that, the hypotheses H4b and H4c were not supported with (β=0.055, t=1.551, 

and p>0.05) and (β=0.089, t=1.864, and p>0.05) respectively. These two hypotheses 
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representing satisfaction do not mediate the relationship between service quality and 

customer retention and price with customer retention. Therefore, hypotheses H4b and 

H4c were not supported for this study. 

4.9 Summary of Hypotheses Finding 

Table 4.18 Summary of hypotheses. 

Hypothesi
s Statements Decision 

H1a There is a relationship between Relationship Marketing and 
Customer Retention?   

Supported 

H1b There is a relationship between Service Quality and 
Customer Retention.  

Supported 

H1c There is a relationship between Price and Customer 
Retention. 

Not 
Supported 

H2a There is a positive relationship between Relationship 
Marketing and Satisfaction. 

Supported 

H2b There is a positive relationship between Service Quality and 
Satisfaction. 

Supported 

H2c There is a positive relationship between Price and 
Satisfaction. 

Not 
Supported 

H3 There is a positive relationship between Satisfaction, as a 
mediator, with Customer Retention. 

Supported 

H4a The role of satisfaction as a mediator on the relationship 
between relationship marketing and customer retention. 

Supported 

H4b The role of satisfaction as a mediator on the relationship 
between service quality and customer retention. 

Not 
Supported  

H4c The role of satisfaction as a mediator on the relationship 
between price and customer retention. 

Not 
Supported  

 

Table 4.18 is the summary of all the hypotheses, which includes direct, indirect, and 

mediating constructs that have been assessed. According to (Hair et al., 2016), 

mediating effects has been categorized into complementary (partial mediation), 

competitive (partial mediation), indirect only (full mediation). Then, there are two 

types of non-mediation. The direct effect is significant but not the indirect effect (direct 

only non-mediation), and neither the direct nor indirect effect is significant (no effect 

non-mediation). 
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 Table 4.18 shows that hypotheses of H1a, H2a, and H4a were supported whether 

direct, indirect, or mediating, and this indicated as complementary mediation. The next 

hypotheses having the supported results are H1b and H2b, which are the direct and 

indirect relationship, but for mediating assessment, hypothesis H4b is not supported. 

As such, it is a competitive mediation. As for hypotheses H1c, H2c, and H4c, all the 

results were not supported, whether direct, indirect or mediation. Hence, it is a no 

effects, or no mediation occurred. Lastly, hypothesis H3 was supported. Figure 4.2 is 

the Assessment Structural Model with Mediation Effect using SmartPLS software. 

 

Figure 4.2 Assessment Structural Model with Mediation Effect. 
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4.10 Chapter Summary 

This chapter analyzes the data collected from various areas such as Ipoh, Taiping, and 

Teluk Intan. After meeting the numbers of respondents, the data is tested with 

SmartPLS version 3.0. For the present study, two-step procedure of PLS to evaluate 

and report the outcome of the PLS-SEM path as recommended by Henseler et al. 

(2009). These two steps are (1) assessment of the outer (measurement) model and (2) 

assessment of the inner (structural) model. 

 Assessments conducted were Internal Consistency, Convergent Validity, 

Discriminant Validity on the measurement model. On the other hand, collinearity, path 

coefficient, and predictive relevance were assessed under the structural model.  

It is crucial to note that this research is about research on banks' customers. Therefore, 

the researcher's responsibility is to ensure that customers are willing to answer all the 

questionnaires. It is a challenging task since customers may have the perception that 

their financial standing will be reviewed.  

This chapter summarizes the finding on all the constructs, whether it is supported or 

otherwise, and the impact on the proposed hypotheses. A discussion on the findings 

and the implications of the study will be discussed in the next chapter. 
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CHAPTER FIVE 

DISCUSSION AND CONCLUSION 

5.1 Introduction 

The previous chapter presents the data collected after it was analyzed and, after that, 

explains the outcome. This chapter touches on the summary of the research, 

explanation, and justification, answering the questions being developed in Chapter 1. 

It will also discuss the role need to be played by the management and implication to 

the bank's management when applying the tested constructs. Before the end of this 

chapter, we discuss this research's theoretical and practical contribution towards the 

academician, other service industries, and most importantly, to Malaysia commercial 

banks. And finally, this chapter ends with a discussion of the limitation of this study 

and the future research direction. 

5.2 Summary of thesis 

This research gives prominence to the effect of customers' action whether they will 

'stay put' or leave the bank if they face any issue such as service quality or better pricing 

from competitors. The action of customers closing the account and moving to other 

banks will directly affect the bank's bottom-line performance. From the annual reports 

of randomly chosen commercial banks in Malaysia, the performance of the banks 

fluctuated, and there were incidents in some lower-ranking banks able to beat the 

higher-ranking banks as the latter has a more extensive customer base. Instead of 

declining performance, the bank should at least maintain the previous year's 

performance. Therefore, this research aims to identify why banks' performance 

behaves in such a way by applying strategic variables. 
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It can be acclaimed that the most crucial attribute of the fluctuation of a bank’s 

performance is how to retain existing customers for repeat purchase even though they 

are facing some service quality or competitive price being offered by competitors. 

Hettiarachchy and Samarasinghe (2016) have mentioned that customer retention is 

about how long customers have a relationship with the service provider and how this 

service provider convinced the customers to stay on. Customers are the bread and 

butter of the bank. Hence, a relationship marketing strategy is needed and will be the 

first step. 

As a result of the close relationship with the customer, banks have met part of the 

service quality. With the physical services such as Automatic Teller Machine (ATM) 

and Cash Deposit Machine (CDM) located at strategic locations such as shopping 

malls and petrol stations, the convenience of branches throughout Malaysia and the 

internet banking services have fulfilled the complete services provided by the bank. 

Nowadays, customers are reluctant to accept inefficient or unpleasant services because 

they can benefit from other service providers, which is better. Therefore, it creates a 

higher or continuously growing expectation (Tan et al., 2016). The authors also state 

that service quality facilitates the development and maintenance of long-term 

relationships, which is especially important in this competitive business environment 

in the banking industry. 

With the constant training and re-training provided by the bank’s management on 

service quality, banks need to concentrate on the price or interest being offered to the 

customers. Price can be in terms of deposit, loan, or other miscellaneous charges such 

as fees for remittance, credit card, ad-hoc statement printing, internet banking, and a 

loan transaction. Unfortunately, Indounas (2015) has mentioned that the most 

challenging decision that service providers need to make is how to price their service 
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in the markets they are operating. It is more difficult when commercial banks in 

Malaysia's charges are not much different, which creates a very competitive market.   

In this current banking scenario in Malaysia, it is apparent that banks are gaining a 

competitive advantage by providing quality service by enhancing the relationship. The 

main objective of the bank is to create loyal customers for the banks to retain them. It 

is pivotal for all staff in the banking service industry to understand the customer's needs 

and create personalized services based on customers' needs on top of offering a 

competitive price. More banks are trying to fulfill the needs and desires of customers, 

which causes banks to put more effort into customer satisfaction. Solimun (2018) had 

mentioned that nowadays, more people believe that the key to winning the competition 

is by delivering value and satisfaction to customers by delivering high-quality products 

and services at competitive prices. 

This study determines the effect of relationship marketing, service quality, and price 

on customer retention in commercial banks in Malaysia. The second objective of this 

study was to investigate the mediating effects of satisfaction on relationship marketing, 

service quality, price, and customer retention. The underpinning theory of Social 

Exchange Theory (SET) was resource-based to complete the research model. SET 

emphasizes the exchange relationships between the banks and the customers. 

Furthermore, according to Redmond (2015), SET has been applied to almost every 

social situation, including organizational management, consumer buying decision, and 

the decision to terminate a romantic relationship. 

The relevancy of SET in this research has helped to understand how banks and 

customers rely on each other. Both parties need each other to fulfill their need. Rather 
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and Sharma (2019) mentioned that SET involves the commitment by both parties 

performing a service or a favor that the purpose of the future return has stimulated.  

5.3 Discussion of the Findings 

To better understand the findings from the hypotheses testing, this section discusses 

all the hypotheses of the research study. In addition, this chapter also includes the 

implication and limitations of this study. The conclusion of this chapter is a 

recommendation for any future research on customer retention. 

5.3.1 Does Relationship Marketing Influence Customer Retention 

To answer the first research question, a hypothesis was proposed to test the 

relationships between relationship marketing and customer retention. As proposed, 

this research begins with testing the relationship between relationship marketing and 

customer retention.  

Moenardy et al. (2016) mentioned that relationship marketing also involves the 

estimated value of the customer's lifetime with the bank. Relationship marketing 

encourages collaboration and mutual value creation. Based on the definition given by 

past researchers, relationship marketing is how banks can maintain fruitful relations 

with customers to gain profit. As Solangi et al. (2019) have mentioned, customer 

retention is an interaction between manufacturers and the customers to bring together 

at one platform. A clear interaction or communication allows both parties a clear 

picture of what they want.  

The strong contribution of relationship marketing is it can achieve sustainable 

competitive advantage and build a strong and loyal customer base (Hasan, 2019), and 

relationship marketing is about creating, extending, and sustaining successful 
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relationships. However, there is a gap; as mentioned in Chapter 1, the banks’ 

performance still fluctuates due to mergers with an increasing customer base. The 

following discusses the results of the hypothesis. 

5.3.1.1 Relationship between Relationship Marketing and Customer Retention 

The first hypothesis, H1a, was developed to assess the extent of the relationship 

between relationship marketing and customer retention in the Malaysian banking 

industry. It was proposed that relationship marketing has a positive and significant 

relationship with customer retention. The hypothesis testing found that relationship 

marketing has a positive and significant influence on customer retention. 

From the hypothesis result, relationship marketing effectively retained banks' 

customers from moving to competitors. Relationships not only can be created when 

consumers open an account or apply for a housing loan. A relationship begins when 

customers come into the bank's premises without opening an account or applying for 

a loan. Gummesson (2017) mentioned that people dealing in business understand the 

importance of relationships, networking, and interaction with skillful attention. In the 

banking business, bank employees must have the communication skill to take care of 

customers’ needs.  

Moreover, Ogbechi et al. (2018) conducted a study on the effect of relationship 

marketing on customer retention and loyalty. Predictors used in customer retention and 

patronage are trust, commitment, reliability, assurance, and responsiveness. On the 

other hand, predictors for loyalty are consumer satisfaction, commitment, delight, and 

cooperation. According to the authors, all the variables positively affect customer 

relationship marketing. Therefore, the authors opined that to improve on customer 

relationship marketing is through building trust and recognition by showing the 
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commitment of the bank. In addition, 35.7% of the respondents were educated and 

held a bachelor’s degree where they are knowledgeable. On the other hand, 45.7% of 

respondents held lower education where it needs more persuasion and explanation 

when introducing a new product.  

5.3.2 Does Service Quality Influence Customer Retention 

To answer the second research question, a hypothesis was proposed to test the 

relationships between service quality and customer retention. As proposed, this 

research begins with testing the relationship between service quality and customer 

retention. 

5.3.2.1 Relationship between Service Quality and Customer Retention 

The second hypothesis, H1b, was developed to examine the relationship between 

service quality and customer retention. It was proposed that there is a positive and 

significant relationship between service quality and customer retention. From the 

hypothesis testing, it was found that H1b was supported. The result translates to 

providing service quality able to retain customers from leaving. However, banks must 

be aware of which type of services they need to pay attention to and what product is 

suitable for customers since 57.4% of respondents were married and they are in a 

different stage of life cycle. Thus, companies today recognize that they can compete 

more effectively by distinguishing themselves from others regarding service quality. 

On the other hand, service quality is difficult to define, and it is possible to consider 

past and present customer experiences.  

One of the past literatures on the relationship between service quality and customer 

retention is the research conducted by Osman et al. (2016) on the direct relationship of 
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service quality, customer satisfaction, and bank image on customer loyalty in 

Malaysian commercial banks. Their findings indicated that all the constructs were 

supported or had a positive influence. In addition, their research adds the bank’s image 

to their research, and it is interesting to note that an image of the bank can create loyal 

customers.   

In another research, Ikhsan et al. (2018) researched the impact of customer orientation 

of service employees and the quality of services provided to determine the customer's 

behavioral retention in the banking industry at Lampung Province, Indonesia. The 

result shows that service quality indeed influences customer retention in this 

competitive banking industry. The authors further reveal the intention of customer 

behavior will determine whether they will retain the existing services provider based 

on the latter’s service quality. 

5.3.3 Does Price Influence Customer Retention 

To answer the third research question, a hypothesis was proposed to test the 

relationships between price and customer retention. As proposed, this research begins 

with testing the relationship between price and customer retention. 

5.3.3.1 Relationship between Price and Customer Retention 

The third hypothesis is H1c, where the research is about a relationship between pricing 

and customer retention. For this hypothesis, it is not supported. The finding is 

unexpected, but what had been mentioned by Keaveney (1995) under the qualitative 

research, on customers’ behavior, why customers changed services industry. More 

than half of customers changed due to the poor price perception matched with the 

competitors. 
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However, research was conducted by Edward and Sahadev (2011) about mobile phone 

services in India. The research study attempts to chart out the role of switching cost in 

the interrelationship between perceived value, perceived service quality, customer 

satisfaction, and customer retention. In their research, the definition of perceived value 

is “buyers’ perception of the value represented a trade-off between the quality and 

benefits they receive in the product relative to the sacrifice they perceive in paying the 

price.” The results of the research indicated that perceived value has a significant 

positive effect on customer retention. However, the results show that there was no 

significant effect between perceived value and switching cost, but the perceived value 

directly affects customer satisfaction. 

Though the finding of these results contradicts this research, it is still one of the 

characteristics that banks can investigate since every single percentage charged or 

offered has an impact on the bottom line. On the other hand, research by Mat Zaib et 

al. (2013), price is not the main criterion customers shift to competitors if customers 

are satisfied with the quality service provided. The hypothesis for this research is not 

supported most probably due to the differences in the price that has a huge impact 

either for depositors or the borrower. Normally interest for saving and fixed deposits 

accounts is minimal. Therefore, banks must rely on relationship marketing and service 

quality to retain their customers. 

5.3.4 Does Satisfaction Influence Customer Retention 

To answer the fourth research question, a hypothesis was proposed to test the 

relationships between satisfaction and customer retention. As proposed, this research 

begins with testing the relationship between satisfaction and customer retention. 
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5.3.4.1 Relationship between Satisfaction and Customer Retention 

The following hypothesis will be the H3, which states there is a positive relationship 

between satisfaction and customer retention. The hypothesis analysis shows that it was 

supported. Foremost, according to the research conducted by Wah Yap et al. (2012), 

satisfied customers are the customers who are more likely to deal their business with 

one bank. Their research used service quality, satisfaction, trust, and complaint 

handling to test the relationship with loyalty. Based on the finding, all the constructs 

were supported. Therefore, when the banks can retain customers through satisfaction, 

customers’ intention to come back for repeat purchase and the possibility of 

introducing to their friends. 

Regarding this H3 hypothesis, research conducted by Edward and Sahadev (2011) also 

involved the relationship between satisfaction and customer retention. The outcome of 

the research was supported. Therefore, customer satisfaction has a positive effect on 

customer retention. Moreover, Alnsour (2013) conducted research in Jordon about the 

banking industry on how to retain their existing customer. It was exploratory 

qualitative research. From the interview, the research finding was “Satisfaction is 

related directly with service provider's ability to provide services to customers quickly 

and efficiently which will increase both customer satisfaction and 

retention.” Therefore, providing customer satisfaction can affect customer retention.  

5.3.5 Does Satisfaction Influencer Relationship Marketing 

To answer the fifth research question, a hypothesis was proposed to test the 

relationships between satisfaction and customer retention. As proposed, this research 

begins with testing the relationship between satisfaction and customer retention. 
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5.3.5.1 Relationship between Satisfaction and Relationship Marketing 

Hypothesis H2a shows a supported result. The result means that there is a positive 

relationship between relationship marketing and satisfaction. This result is parallel 

with previous research. For example, Lo et al. (2012) research is about relationship 

marketing and customer satisfaction. The finding of this research existed as there was 

a positive relationship between satisfaction and profitability. The researchers further 

elaborate that overall relationship marketing concentrate on factors affecting customer 

relationship with the organization, and it works toward those factors to satisfy the 

customer. Moreover, they mentioned that investment in relationship marketing 

generates customer value and creates more business opportunities.  

The subsequent research that supports this hypothesis is the research conducted by 

Yulisetiarini (2016) relating to the franchise business concept in East Java. The 

analysis shows that there is a significant influence of relationship marketing on 

customer satisfaction. According to the author, many companies have successfully 

implemented relationship marketing satisfaction and then successfully retained them. 

Hence, relationship marketing is workable in the banking service, but it can be applied 

in a franchise business. 

Another research supporting the relationship between relationship marketing and 

satisfaction was research conducted by Hashem (2012). The researcher investigated 

the outcome of customer relationship marketing on customer satisfaction in the 

banking industry in Jordan. The research concluded that there was an impact of 

relationship marketing on customer satisfaction in the banking industry in Jordan. 

Furthermore, they highlighted that fulfilling customers' promises positively impact 

satisfaction, followed by empathy, commitment, and communications. 
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Amoako et al. (2019) research purpose is to investigate how relationship marketing 

practice can lead to customer satisfaction in the hotel industry in Ghana. The findings 

show a positive and significant relationship between relationship marketing and 

customer satisfaction based on trust and commitment. They further elaborate that 

commitment involves a willingness to establish and undertake activities to maintain a 

business relationship. 

5.3.6 Does Satisfaction Influence Service Quality  

To answer the sixth research question, a hypothesis was proposed to test the 

relationships between satisfaction and service quality. As proposed, this research 

begins with testing the relationship between satisfaction and service quality. 

5.3.6.1 Relationship between Satisfaction and Service Quality  

Hypothesis H2b hypothesized that there is a positive relationship between service 

quality and satisfaction. The result is supported. In the research conducted by Khan 

and Fasih (2014) on the banking sector in Pakistan. The study used SERVQUAL but 

with some modifications to fit into the country's banking culture or environment. The 

findings indicated that service quality and all the dimensions proposed have a 

significant and positive association with customer satisfaction. Therefore, they 

concluded that service quality is the main contributory factor towards customer 

satisfaction. 

Another support for this hypothesis is the research conducted by Kayeser and 

Razzaque (2014), focusing on the banking industry in India. The results indicated that 

the core service quality of a service provider has a positive impact on overall customer 
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satisfaction. Under this research, the researchers classified core service quality from 

the Reliability dimension developed by Parasuraman et al. (1991). 

Research conducted by Osman et al. (2016) relates to customer satisfaction on the 

service quality provided by commercial banks in Malaysia. From the hypothesis 

analysis, service quality indeed predicts customer satisfaction. They also mentioned 

that the satisfaction affects component that could encourage a satisfied customer to 

keep on supporting the service provider and as well able to pull new potential 

customers to the service provider. 

5.3.7 Does Satisfaction Influence Price  

To answer this seventh research question, a hypothesis was proposed to test the 

relationships between satisfaction and price. As proposed, this research begins with 

testing the relationship between satisfaction and price. 

5.3.7.1 Relationship between Satisfaction and Price 

This discussion will be on the H2c, which hypothesized a relationship between pricing 

and satisfaction in the Malaysian banking industry. However, this hypothesis is not 

supported as proposed and is not in line with the past research. For example, Kaura et 

al. (2015) examined how service quality, service convenience, price, and fairness 

affect customer loyalty in Indian retail banking. Here, the mediator is customer 

satisfaction. The finding indicated that perceived price has a positive impact on 

customer satisfaction from the mediating point. They also highlight that if the 

perceived price in terms of interest rate and service charges in the banking industry are 

reasonable (without hidden charges), it will lead to customer satisfaction, and the 

retention rate will be increased. 
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In another research, Erjavec et al. (2016) highlighted three industries in their study, 

namely the use of highway infrastructure, mobile telephone services, and hairdressing 

services. The results conclude that service output quality, quality of staff, corporate 

image, and price perception affect customer loyalty, and customer satisfaction acts as 

a mediator in all three services. Furthermore, research by Bakar et al. (2017) focuses 

on the behavioral intention in Malaysian retail banking. The result states that a higher 

perception of service quality positively affects customer perceived value, indirectly 

contributing to behavioral intention and loyalty. Finally, according to Erjavec et al. 

(2016), price is an important antecedent of customer satisfaction.  

On the other hand, Khatab et al. (2019) investigated the relationship between the 

service marketing mix of banking services and customer satisfaction from the 

International Kurdistan Bank. The finding shows that all elements of the service 

marketing mix, including physical evidence, place and process, product, price, 

promotion, and people, have been significantly involved. In addition, the finding 

concluded that customers expect a smooth banking services process that can be 

reasonably priced. 

However, this research is not supported where there is no relationship between price 

and satisfaction. Price still is the priority whether customers will remain with the 

existing bank or not, even with other positive contributing variables. Once there is a 

better offer from a competitor, the chances of the customer moving are high. How best 

the bank offers the price, only the customer will know whether they can accept because 

the price is subjective to each customer.  
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5.3.8 The role of satisfaction as a mediator on the relationship between 

relationship marketing, service quality, and pricing with Customer Retention. 

This section will discuss the hypotheses of H4a, H4b, and H4c. This research 

hypothesized that satisfaction as a mediator affects the relationship between marketing 

and customer retention, service quality and customer retention, and price and customer 

retention. However, the Partial Least Squares-Structural Equation Model (PLS-SEM) 

mediation report in Chapter 4 (Table 4.18) shows a mixed result. Only one out of the 

three hypotheses were supported with H4a supported, and H4b and H4c were not 

supported. Notably, the mediation results provided statistical evidence that one of the 

hypotheses of the current study was supported due to the mediating effect. 

The findings show that even though relationship marketing and service quality have 

the competencies to directly enhance the customer retention rate (H1a and H1b), their 

effect on customer retention will be increased when banks can increase the satisfaction 

of their customers. Furthermore, the positive mediation results of the current study 

hypothesis agreed with several previous empirical research like Bowen and Chen 

(2001), Rizan et al. (2014), and Yulisetiarini (2016). Therefore, despite a lack of 

empirical studies investigating the association between relationship marketing, 

satisfaction, and customer retention, this finding indicated that banks need to rely on 

providing satisfying services to customers and utilize other factors for retaining their 

customers. 

However, the mediation effects of satisfaction were not supported for service quality 

towards customer retention as hypothesized by H4b. Nevertheless, the direct 

relationship of service quality and customer retention (H1b) and service quality and 

satisfaction (H2b) results were supported. Therefore, for H4b, it is only a partial 
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mediation under the mediation analysis procedure (Hair et al., 2016). This research 

produces a contradicting result compared to previous research such as Ndubusi et al. 

(2007), Sie et al. (2013), Al-Tit (2015), and Parawansa (2018). In Ndubisi's (2007) 

research on loyalty, additional constructs were deployed (trust, commitment, 

communication, and conflict handling). From their empirical finding, trust contributes 

significantly among the four constructs of loyalty to the bank. The other construct is 

commitment. Trust and commitment play a significant role in banking, whether from 

the bank's side or customers (depositors). Both parties must ensure that the loan given 

out will be repaid and money deposited will be safe and can be withdrawn by 

customers anytime. 

While it was expected that service quality by the banks was able to satisfy customers 

to retain them, based on this empirical result, it proves that although customers are 

satisfied with the service quality provided, trust and commitment must be proven by 

the banks to retain the customers. The contradicting empirical result may also be due 

to past research being from different industries, such as restaurants, mobile providers 

and was conducted in different countries. 

Another mediating hypothesis that was not supported is H4c, where price mediates 

with satisfaction towards customer retention. The finding also contradicted this 

research's proposed hypothesis were the direct effect of price towards customer 

retention and price towards satisfaction. Under such circumstances, this is a no effect 

or no mediation under the mediation analysis procedure (Hair et al., 2016). Past 

qualitative research by Keaveney (1995) already mentioned that poor price perception 

is why customers changed their service provider. Research conducted by Luarn and 

Lin (2003) on e-services in Taiwan highlighted that the management needs to improve 
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customer perceived value by increasing products or services and pricing their products 

reasonably. Only then can the organization retain the customers. 

Another research that contradicts this H4c is Lymperopoulos et al. (2013), which 

involves switching to another bank. Data was obtained by distributing 306 

questionnaires to the bank’s customers. The finding confirmed that bank customers are 

determined to change bankers based on their level of price satisfaction. Price 

satisfaction, in turn, is positively affected by transparency, price-quality ratio, relative 

price, reliability, and price fairness. 

Based on the several above kinds of research, it is a different opinion by banks 

customers in Malaysia. The empirical results prove that price will not successfully 

retain customers. Customers in Malaysia are very particular in terms of the price or 

interest offered by the commercial banks. Therefore, the price offered to customers 

will not guarantee that customers will remain with the bank even if banks have a good 

rapport with the customers and provide quality services. 

5.4 Implication of the Study 

This research explicates the usefulness and effect of relationship marketing, tangible, 

and intangible services with quality, offering reasonable price even until customers 

felt a slight flaw of service still come back for more purchase due to overall satisfaction 

provided by the commercial bank of Malaysia. The banking industry plays a pivotal 

role in Malaysia's economy. The role of customers directly contributes to the bank 

business and can pull or attract new customers to the bank by word-of-mouth. In 

addition, the banking industry provides thousands of job opportunities to Malaysians. 

Furthermore, this research study is not only confined to the banking industry but other 

business services.  
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The results of this research will help the bank's management, business industries, and 

academician, whether in terms of business or as teaching material. Therefore, this 

research implies in terms of practical and theoretical standpoints. 

5.4.1 Theoretical Implication  

This research study of the conceptual framework was generated based on the 

theoretical gaps and pieces of identified variables evidence from the past relevant 

literature related to the banking industry. In addition, the explanation and support for 

the conceptual framework were also detailed from the underpinning SET. With 

satisfaction as a mediating variable, it would be better and easier to understand the 

relationship between the independent variables of relationship marketing, service 

quality, and pricing on customer retention. Furthermore, this research adds to the 

knowledge generated from previous research and increases the understanding from the 

past and existing literature on customer retention in Malaysian banking. It provides a 

theoretical perspective on customer retention activities associated with banks' revenue, 

leading to profit performance. 

The banking industry is a service industry, and it is based on trust and commitment by 

both sides, banks, and customers. “Relationship marketing focuses on establishing and 

maintaining a mutually beneficial relationship with existing customers” (Aka et al., 

2016).  Theoretically, this research will work on relationship marketing, service quality, 

and prices that impact customer retention. The consequence of the advantage of 

relationship marketing is that nowadays, more organization is applying this approach 

as one of the marketing strategies. A relationship needs to be established between staff 

and customers before they proceed into purchasing stage. Ndubisi (2007) has also 
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mentioned that the four elements of relationship marketing include communication, 

trust, commitment, and conflict management. 

On the other hand, Al-Hersh and Saaty (2014) use elements of trust, commitment, 

communication, empathy, social bonding, and fulfilling promises in their research. 

These elements directly link with individual behavior, which affects customer repeat 

purchase decisions. Therefore, building a good rapport with customers especially 

providing excellent service the first time the customer comes to the branch, is the 

priority action. Only then will the following process commence. 

Theoretically, services provided by one branch may not differ from another since all 

the branches carry the same name. Customers usually patronize those branches 

because they have a close rapport with them even if there is a brand near them. 

Different bank branches have the tendency to provide different quality services to 

customers although carrying the same name. Moreover, Adhikari and Nath (2014) 

stated that banks in India are trying to meet the customers' satisfaction by providing 

quality services to them. However, some of the banks are unable to do so. Based on 

the empirical finding, banks that are unable to do so must provide an analyst with the 

reason. Is it the tangible or intangible services that failed them to provide a quality 

service? The perception of quality service by each individual or customer must be 

carefully assessed and service quality is not built in one or two transactions, but it 

needs time. 

In the current business environment initiating a close relationship with customers and 

stakeholders is a crucial factor. The close relationship could help organizations 

improve service quality, profitability, and competitive advantage (Aka, 2016). The 

profitability gained enables the organization to sustain and progress or expand in the 
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future. It may not solely rely on the service quality but the price it offers to customers, 

whether competitive among the competitors. 

In terms of price, there are several methods of deciding the price of goods or services. 

Among the methods are cost-based, completion-based, discount pricing, price 

bundling, and psychological pricing, as Indounas (2009) mentioned. Banks need to 

assess their availability of funding before they decide the pricing offered to customers. 

However, the pricing offered by banks in Malaysia is monitored by Bank Negara 

Malaysia (BNM), whether in terms of borrowing, deposits, or services charges. 

Additionally, it is hard to determine the service price rendered to customers in the 

service industry, especially for banking. Theoretically, price contributes to the revenue 

for the banks and is also one of the factors that attract customers. Price may not be one 

of the reasons for the customer to purchase or open an account with the bank, 

especially customers from the high-income bracket customers. This group of 

customers may look at price differently from those from middle or lower-income and 

pensioners. 

Another vital element included in this research is satisfaction as a mediator to retain 

customers. The past literature review has indicated that satisfaction has a significant 

impact on customer retention. Even the convenience of accessing physical branches 

and ATMs can increase customer satisfaction. Hashem (2012) has mentioned that 

customer satisfaction has been deliberated in many theoretical as conceptual 

frameworks or models. 

Theoretically, this research applies SET, which focuses on the interaction that 

produces obligation on both parties. Theorists conclude that SET involves a series of 

communications that can produce obligation from both parties (Cropanzano & 
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Mitchell, 2005) as needed in the banking industry. They further postulate that social 

exchange is inclined to cause the feeling of personal obligation, gratitude, and trust 

purely for economic exchange. Thus, the ‘ice breaking’ stage communication is vital 

for the first-time consumer to walk into the bank. The first impression scores the most 

point for the customer to feel comfortable dealing with the bank. For banking, an 

additional factor is the trust and commitment of the confidentiality of the customer’s 

financial standing. 

It is assumed that once the organization improves its overall marketing strategy on its 

customers, it can begin to use that improvement as a competitive weapon to retain 

customers. Any defection effects can be fine-tuned with better strategy but consistent 

monitoring and improvement steps. An organization’s management can make the 

relationship an initial arsenal for attracting new customers before service quality and 

price come in. 

5.4.2 Practical Implication 

Retaining customers is crucial to any business organization. Customers are the primary 

revenue contributor or sources to keep the organization going. This research gives 

awareness to the bank's top management of the importance of customers by applying 

a strategic marketing strategy using relationship marketing, service quality, and price 

to satisfy customers. It also highlights the essential issues which the management can 

solve to avoid customers defection. The present study makes several noteworthy 

practical contributions from the initial relationship with the relationship marketing 

approach. Further, it enhances the relationship with quality service, leading to 

customer satisfaction and retention.  
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Establishing a relationship between the bank's employees and customers requires an 

understanding of the customer needs. Under relationship marketing, the practical 

contribution is by helping banks to get close with the customers through relationships 

that provide the assurance, trust, and confidentiality of the customers' wealth. Fully 

confidential and free from worries regarding customers' banking transaction is the 

priority of customers, which allow customers to feel at ease and satisfied.  

Management needs to train and re-train existing employees on communication and 

mastering the interaction skills to ensure the employees can meet customer service 

quality requirements through the established relationship.  

Service quality is one of the main variables as this shows how far the bank provides 

the service level to meet the customer's satisfaction. The bank's management should 

ensure service quality, whether human-related or non-human-related service, is always 

taken care of. The implementation of e-banking channels to improve business 

distribution and efficiency is one of the strategies to enhance the quality of service in 

terms of non-human-related services. During this Covid-19 pandemic, banks need to 

emphasize and highlight the safety and confidentiality of using online banking. Banks 

should come up with more convenient banking, ease of use of the online system, and 

provide more variety banking solutions to customers to improve their service delivery. 

Services provided, whether tangible or intangible, must be able to attract customers. 

Physically bank's premise looks excellent with a welcome environment. As defined by 

Moenardy et al. (2016), customer retention is a customer's intention to repeat buying 

a service from the same service provider, and it will be loyal to the service provider 

for any future purchase.  
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A positive relationship between the bank and the customer is significant and can 

influence retention as the customer will experience feelings of satisfaction due to the 

trust towards the bank (Haripersad & Sookdeo, 2018). However, the perception of 

satisfaction by each customer may be different. Therefore, banks can provide 

immediate customer support when customers make inquiries and rectify any service 

failure, especially during this Covid-19 pandemic, by ensuring customers that they still 

can perform banking transactions from anywhere and anytime. Thus, satisfying 

customers for customer retention purposes. 

However, it will be a difficult task for the banks to satisfy every one of them, but 

according to Yunus et al. (2017), personalized service quality is required to attract and 

retain high-quality customers. Therefore, some banks have already implemented a post 

where the bank's personnel take care of several high-net-worth customers. In addition, 

Koay and Ong (2016) mentioned that any organization that offers a high level of 

service quality would generate greater profits from the retained customers than those 

that provide a low level of service quality.  

This research finding will be beneficial to the banks to re-look or make changes to 

their banking practices components to further support the communication skills. This 

will help in relationship marketing and improve service quality. Bank management 

should make all employees aware of the importance of customer retention to the bank, 

whether present or future.  

The practical contribution can be applied to the bank and other service industries such 

as education, insurance, telecommunication, and the hotel business industry. All these 

mentioned industries have a similar business mechanism, which provides intangible 

products where only customers can evaluate the worth of the product or service and 
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the value they paid for during the consuming time. Banks’ customer base is the source 

of future revenue from repeat purchases, cross-selling other products offered by the 

bank, and the recommendation to other new customers. The lesser the customers, the 

lower the revenue is generated.  

Price is related to revenue and how healthy the income can be affected by the bank’s 

operation cost. Although this present research finding on price towards satisfaction 

and retention is not supported, banks can utilize the relationship marketing and service 

quality variables to reduce the chances or minimize customer move to competitors 

even if the price is more favorable.  As had been mentioned by Moenardy et al. (2016), 

SET is a bond and is based on personal trust. The bond can be developed by creating 

mutual benefits.  

5.5 Limitation of the Study 

The research objective has been achieved to a great extent, and it has provided both 

theoretical and practical contributions, as mentioned in the above paragraph. 

Nonetheless, it is worth highlighting some limitations of the current research under the 

scope for future studies. 

Firstly, this research will not be treated as a generalization for other service business 

organizations without conducting similar research on other industries, especially the 

service industry. The rationale of it is banking industry is highly confidential, and it is 

a long-term commitment between the bank and customers. A housing loan customer 

spends nearly twenty to thirty years with the bank. The customer cannot merely 

terminate any loan with the banks, or the bank cannot simply terminate or close a 

customer account. Any financial transactions rely on trust by both parties, the bank, 

and customers. Therefore, it is a long-term commitment between the two parties. 
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Secondly, data collected were from a limited area. As such, they were generalizing the 

research findings is relatively complicated as the data was collected from only four 

banks out of nine banks in Malaysia without the involvement of foreign local 

incorporated banks. In addition, the three areas for data collection were from Perak 

state only, which consist of urban and suburban. These areas may not have other types 

of industry, such as law firms and multi-national company workers as a respondent.  

Thirdly, the data collected were from those customers coming to the bank for the 

banking transaction were from individual customers. Therefore, the respondent's 

eligibility is having an individual join a saving or fixed deposit account, and it does 

not involve a commercial account. Therefore, respondents who only have a company 

account are not eligible.  

Fourthly, this research uses a quantitative method where a set of questionnaires have 

been prepared. The questionnaires (self-completion survey methods) used were from 

different countries and may not possibly suit Malaysia's culture. The words being used, 

or sentences being constructed may not match what the respondents intend to give, 

although every step has been taken to meet the Malaysian standard. Moreover, other 

countries have different cultures, and some countries are developed countries.  

5.6 Recommendation for Future Research 

Based on this research result, it is suggested that the researcher should concentrate on 

one bank that is not performing well for future research. In other words, for future 

research, it must investigate the individual branch performance in terms of its revenue 

by comparing the preceding year with the current year's revenue. Contribution of 

revenue is it from the retail or commercial section? From there, data collection is from 

branches that are not performing well for the research. Thus, it will create a more 
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generalized and precise result for the management to apply to other branches that did 

not perform.  

From the branches, the future researcher can now narrow down to the bank’s 

management of the branch. Are they being given adequate communication skills, 

customer service training, and products knowledge? Training or re-training and 

briefing help staff to perform their duties more precisely. Researcher should 

concentrate on creating a healthy relationship through relationship marketing. Whether 

human interaction or physical service equipment such as ATM and CDM at the service 

terminal, service quality must be in top condition to avoid downtime. Although service 

equipment is beyond the staff prediction but at least scheduled, maintenance is being 

arranged accordingly. 

Lastly, instead of using the quantitative method alone, in future research on customer 

retention in Malaysia, the researcher may use the combination of qualitative and 

quantitative to obtain a precise opinion from respondents. It can yield an in-depth and 

nuanced picture of the phenomena. In addition, future research can investigate 

operating expenses from the management instead of from the point of customers.   

To obtain total cooperation from the bank, the future researcher needs to liaise with 

the bank's head office to obtain blanket approval for data collection at selected 

branches throughout Malaysia. This arrangement allows the process of making the 

sample fully representative of the population of the branch, and the respondents can 

complete the questionnaires. 

5.7 Conclusion 

The primary purpose of this research is to identify the cause why some banks' profit 

performance is fluctuating even with the huge customer base. Interestingly, smaller, 
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or lower-ranking banks can perform better or on par with the higher-ranking bank. 

Therefore, this research aims to test the effect of relationship marketing, service quality, 

and pricing to make customer retention workable, at least for Malaysian commercial 

banks. In addition, satisfaction is the mediator between the independent and dependent 

variables. With that, banks have the arsenal to 'withhold' customers who wish to move 

to another bank. 

The data collection was obtained from three areas in Perak states. The chosen areas 

are full of economic activities like agriculture, manufacturing, retailing outlets (Teluk 

Intan), the small-medium industry, and retail outlets (Ipoh and Taiping). The 

respondents were from three different banks’ customers even though from the same 

area. One hundred twenty-nine respondents were collected. It revealed a positive direct 

relationship between relationship marketing and service quality towards customer 

retention and the indirect relationship with satisfaction as a mediator. However, the 

direct relationship between price and customer retention and the indirect relationship 

between price and satisfaction toward customer retention was not supported. The 

finding can be translated that as long the competitors can offer a better price, customers 

are not reluctant to move out from their present primary banker even they have a close 

relationship with the bank and are satisfied with the service quality. 

The main contribution of this research is to provide a comprehensive framework of 

customer retention from the perspective of bankers. Banks' products mechanism is 

comparatively slightly different from others, like loan products that have a long-term 

commitment and are not easy to cancel. Hence, it is not easy to compare this research 

study on banking with other industries.   
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In a nutshell, the banking business uses depositor funds from customers. Prudent 

lending by the banks to short of funds groups that consider the borrower's capacity, 

capability, and character to earn a profit. In addition to lending, banks also gain profit 

through other charges and investments. Therefore, relationship building and providing 

service quality are essential objectives for the bank to retain customers. Although price 

is still the primary concern of the customers, banks can still utilize other strategies to 

predict or meet some of the customers' needs and demands. As such, banks must think 

about the cost of running a banking business. 
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Appendix A 
 
 
Table 1.4 Banking products offered by Malaysia commercial banks 

 Banks Saving 
Account 

Current 
Account 

Fixed 
Deposits 
Account 

Financing Technology 
Banking 

Credit Card 
Facility 

1. MBB 1) 
Maybank2U  
2) Golden 
Savers   
3) KawanKu  
4) Basic 
Saving 
5) imteen 
Account 
6) Yippie A/C 

1) 
Maybank2u 
Premier 
2) Premier 1 
Account 
3) Personal 
Banking  
4) Private 
Banking 
5) Basic 
Current 
6) Foreign / 
Master 

1) Fixed 
Deposits 
2) eFixed 
Deposits 
 

1 Car 
Financing 
2 Mortgage 
3 Overdraft 
4) Personal 
Loan 

1 Maybank 
Phone 
Banking 
2 Mobile 
Banking 
3 Internet 
Banking 

1 2 Cards 
Premier 
2 Visa 
Infinite 
3 MU 
Infinite 
4 Sony 
Card 

2. CIMB 1 AirAsia 
Savers 
2 YOUth 
Savers 
3 Junior 
Savers 
4 Prime 
Savings 
5) Senior 
savings 
6 Basic 
Savings 
7 Regular 
Savings 

1 CIMB 
Preferred 
2 Prime 
Account 
3 Regular 
Account 
4 Basic 
Account 
5 Foreign 
Currency 

1 Fixed 
Deposits 
2 Foreign 
Currency 
3 Big Plus 
for 50 

1 Personal 
Loans 
2 Car Loans 
3 Property 
Loans 
4 Share 
Margin 
 

1 Online 
Banking 
2 Mobile 
Banking 
3 Self 
Service 
4 Phone 
Banking 

1 Visa 
Signature 
2 World 
Master 
3 Cash 
Rebate – 
Gold/Platin
um 
4 Petronas 
– 
Gold/Platin
um 
 

3.  Hong 
Leong 

1 Basic 
Saving 
2 Junior 
Saving 
3 Senior 
Savers 
4 Premier 
Savers 
5 Current 
Account 

1 Basic 
Current 
2 Current 
Account 
3 One 
Account 
4 Pay & Save 

1 Fixed 
Deposits 
2 Flexi 
Deposits 
3 Senior 
Flexi 
Savers 
4 Junior 
Fixed 
Deposits 

1 Housing 
Loan 
2 KLIBOR 
HL 
3 Mortgage 
Plus 
4 Special HL 
5 Auto Loan 
6 Personal 
Loan 

Hong 
Leong 
Bank 
Connect 

1 Infinite 
2 Infinite P 
3 MATTA 
4 Essential 
5 
Store/Pacifi
c 
6 
GSC/MTV 

 
4. 

Affin 
Bank 

1 Basic 
Saving 
2 Junior 
Savers 
3 Saving 
Account 
4 Foreign 
Currency 
5 Affin Plus 
6 Affin Gold 

1 Current 
Account 

1 Fixed 
Deposits  
2 Affin FD 
Plus 
  

1 Solution 
Plus 
2 Home 
Flexi Plus 
3 Home 
Assist 
4 Biz 
Solution 
5 Home 
Build 

1 Retail 
Internet 
Banking 

1 Affin 
World  
2 Affin 
Touch n Go 
3 Affin PH 
Petrol 

5. Alliance 
Bank 

1 Basic 
Saving 
2 Saving 
Account 
3 My 
ESaving  
4 Save 
Pendidikan 
5 Alliance 
Buddy 

1 Hybrid 
Account 
2 Basic 
Current 
3 Current 
Account 
4 Save 
Account 

1 Fixed 
Deposits 
2 Alliance 
FD Gold 

1 
Conventional  
2 Save Link 
3 SaveLink 
Interest 
Payment 
Option 

Online 
Banking 

1 Visa 
Infinite 
2 Debit 
Cards 
3 Prepaid 
Cards 
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Source: 

1) Maybank: 
http://www.maybank2u.com.my/mbb_info/m2u/public/programAcctList.do?cntTypeId=0&c
hannelId=ACC-  ccounts&programId=ACC01-
SavingsAccounts&cntKey=&chCatId=/mbb/Personal/ACC-Accounts 
2) CIMB: http://www.cimbbank.com.my/en/personal/products/cards.html 
3) Hong Leong Bank: https://www.hlb.com.my/main/ 
4) Affin Bank: http://www.affinbank.com.my/ 
5) Alliance Bank: www.alliancebank.com.my 

  

http://www.maybank2u.com.my/mbb_info/m2u/public/programAcctList.do?cntTypeId=0&channelId=ACC-%20%20ccounts&programId=ACC01-SavingsAccounts&cntKey=&chCatId=/mbb/Personal/ACC-Accounts
http://www.maybank2u.com.my/mbb_info/m2u/public/programAcctList.do?cntTypeId=0&channelId=ACC-%20%20ccounts&programId=ACC01-SavingsAccounts&cntKey=&chCatId=/mbb/Personal/ACC-Accounts
http://www.maybank2u.com.my/mbb_info/m2u/public/programAcctList.do?cntTypeId=0&channelId=ACC-%20%20ccounts&programId=ACC01-SavingsAccounts&cntKey=&chCatId=/mbb/Personal/ACC-Accounts
http://www.cimbbank.com.my/en/personal/products/cards.html
https://www.hlb.com.my/main/
http://www.affinbank.com.my/
http://www.alliancebank.com.my/
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Appendix B 

 

Table 1.1 Banks Profit for the past 10 years – RM’000 
Banks 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 
MBB 2,373 2,457 3,553, 3,358, 4,305 4,885 5,903 5,834 6,422 6,122 
CIMB 1,930 2,786 3,500 4,030 4,344 4,540 3,106 2,849 3,564 4,475 
HLBB 696,530 659,678 767,817 807,493 1,247 1,450 1,590 1,775 1,604 1,744 
Affin 299,936 295,240 346,705 388,496 450,304 508,599 476,479 261,290 351,316 282,852 

Alliance 381,194 237,078 183,178 321,410 387,751 507,179 511,168 483,229 452,130 460,174 
UOB 385,589 532,762 583,859 809,279 885,940 991,986 1,294 1,067 1,102 1,153 

Notes: 

1) Maybank - Lower profit in 2008 was largely due to higher loan loss provisions, interest on the additional 
RM9.1 billion securities and subordinated debts issued and the impairment charges in relation to its 
investment in BII and MCB Bank of RM1.62 billion and RM353 million respectively. 
For financial year 2011, increase of 500 million on interest expenses. 
For financial year 2012 the Group’s net interest income and Islamic banking fund base income increased 
by RM994.8 million or 10.8% compared to the corresponding 12 months financial period ended 31 
December 2011.  
*The financial period extended to 31 December 2011 due to the changed of financial year end from 30 
June to 31 December each year. 

2) CIMB - For Financial year 2008 lower profit due to the reduction of Net interest Income and Non-interest 
income.  

3) Hong Leong (HLBB) – In 2011 HLBB merged with EON Bank. 
4) Affin Bank Berhad – in 2009, Affin makes a negative growth and in 2015, makes a double digit growth 

due to the increase of interest expenses and reduce of other operating income. 
5) Alliance Bank – Financial ending 2012 shown a tremendous jump of profit due to the higher revenue 

from other operating income but the bank’s operating expenses remain the same compare to last year. 
Results derived from financial reports based on bank performance. 

6) UOB - results were derived from annual reports based on bank performance.  
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Appendix C 

 
Table 1.5 Commercial Banks deposits interest rate and loan financing rate (%) 

No RM 
Range/Banks 

Maybank CIMB Hong Leong Affin Alliance UOB 

1. Up to 
RM1,000 

0.00 N/A N/A 0.00 
 
 

0.10 
(1000.00 – 
4999.99) 

 
0.20 

(5000.00 -
99999.99) 

 
 
 

0.30 
(above 

100000.00) 
 
 

0.00 
(up to 

RM20k) 
 
 
 
 
 
 

0.20 
(20001 - 

50000.00) 
 

0.80 
(50000 – 

200000.00) 
 

2.00 
(200001 – 

400000.00) 
 

2.25 
(above 

400000.00) 

 
 
 
 
 
 
 
 

0.25 

2. Up to 
RM10,000 

0.20 N/A N/A 

3. Up to 
RM25,000 

0.20 N/A N/A 

4. Up to 
RM50,000 

0.20 N/A 0.00 

5. Above 
RM50,000 

N/A N/A N/A 

6. Up to 
RM100,000 

0.20 0.25 N/A 

7. Up to 
RM250,000 

0.20 0.30 N/A 

8. Up to 
RM500,000 

1.30 0.40 N/A 

9. Above 
RM250,000 

0.45 0.40 N/A 

10. Up to 
RM500k 

N/A 0.80 N/A 

11. Above 
RM500,000 

N/A N/A N/A 

12. Above 
RM1m 

N/A N/A N/A           

Loan Financing* 
(Base Rate) 

BR 
(5.4+1.75%) 

BR 
(5.6+2.75%) 

BR 
(5.64+2.63%) 

BR 
(5.56+2.70

%) 

BR 
(5.42+2.75

%) 

BR 
(2.61+0.75

%) 
Note:  
1. Comparison of interest rate for conventional deposits products and loan financing. 
2. Interest rates taken from basic saving account. 
3. Some banks deposit ranges are differed.  
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Appendix D             

  

Determinants of Customer Retention Towards Malaysia Commercial Banks  
 

Dear Sir/Madam, 
 
This survey is being conducted to investigate factors that influence the customer 
loyalty in the banking industry. This survey will take approximately 15-20 minutes of 
your time. The information gathered from this study will help commercial banks, and 
policy makers in the banking industry to improve their strategies. We would greatly 
appreciate if all respective respondents could participate in this study by responding to 
this questionnaire. 
 
To assist you in completing this questionnaire, please note the following: 
 
• Please answer ALL questions in all sections. 
• Please be assured that all your responses will be kept STRICTLY 

CONFIDENTIAL and will only be used for academic research purposes 
only. 

• If you have any enquiries related to this study, please do not hesitate to 
contact Chim Weng Kong at 016-5556811 or email to: 
69.wkchim@gmail.com 

 
Your kind participation in this study is highly valued and appreciated. Lastly, we 
would like to thank you for the contributions of time and energy in filling out this 
questionnaire.  
 
 
Yours sincerely, 
 
 
________________________ 
Chim Weng Kong 
PhD Candidate 
 

 

 
_______________________ 
Dr. Maria Abdul Rahman 
Supervisor 
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Instructions: 
 

1. Please read the questions thoroughly and carefully before giving an answer. 
2. You are only required to give your answer by ticking (√) alongside the cell that 

best describe your answer.  
3. Please answer ALL the questions.  

 

Please indicate your response to the following statements according to the scale below. 

1 
Strong 

disagree 
(SD) 

2 
Disagree 

(DA) 

3 
Partially 
disagree 

(PD) 

4 
Neutral 

(N) 

5 
Partially 

agree 
(PA) 

6 
Agree 

(A) 

7 
Strongly 

agree 
(SA) 

 

PART A: Please refer to the bank that you frequently perform your transactions. 

CODE Items 1 2 3 4 5 6 7 

I will ………………………… 

CR1 say positive words about this bank.        

CR2 recommend this bank to others.        

CR3 encourage friends to perform 
transaction with this bank. 

       

CR4 consider this bank as first choice.        

CR5 
 

switch to competitors if I face 
problems. 

       

CR6 complain to other consumers.        

CR7 complain to the bank management.        

CR8 complain to the central bank.        

CR9 remain with the bank even if I get 
attractive price from competitor. 

       

CR10 remain with the same bank even if 
fees increase. 

       

 

CODE Items 1 2 3 4 5 6 7 

RM1 The bank treats my transactions 
strictly private and confidential. 

       

RM2 The bank’s promises are reliable.        

RM3 The bank fulfils its obligations to 
customers.  

       

RM4 I have confidence in the bank’s 
services due to my relationship. 

       

RM5 The bank provides timely and 
trustworthy information; 

       

RM6 The bank provides information when 
there is new banking service. 
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RM7 The information provided by the 
bank is always accurate. 

       

RM8 Establishment of relationship make 
the bank fulfils promises. 

       

 

CODE Items 1 2 3 4 5 6 7 

SQ1 The bank provides services as 
promised. 

       

SQ2 There is an effectiveness of 
employee’s capability when a critical 
incident takes place. 

       

SQ3 The bank provides services right 
from the first time. 

       

SQ4 The bank provides prompt service to 
customers.  

       

SQ5 Willing to help customers in respond 
to customers’ request. 

       

SQ6 The bank employees instil 
confidence in its customers by proper 
behaviour. 

       

SQ7 The bank makes customers feel safe 
and secure in their transactions.  

       

SQ8 The bank employees consistently 
pleasing and courteous. 

       

SQ9 The bank employees have the 
competence to answer customers’ 
specific queries and requests. 

       

SQ10 The bank employees understand the 
need of their customers by providing 
individual attention. 

       

 

CODE Items 1 2 3 4 5 6 7 

PR1 The service products by the service 
provider are well priced.  

       

PR2 I would pay for the services offered 
by service provider if I will get a 
reasonable or more of the worth of 
the value paid. 

       

PR3 Based on what I paid and what I have 
received, I consider the service to be 
reasonable and valuable. 

       

 

CODE Items 1 2 3 4 5 6 7 

ST1 I am happy with my current service 
provider. 

       

ST2 I feel good about my decision to 
choose my current service provider. 

       

ST3 I am satisfied with the bank as a 
financial products service provider.  
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ST4 All service delivery meets my 
expectation. 

       

 I am satisfied with the bank services.        
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