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CHAPTER |

1.1. INTRODUCTION

Relationships are like sand held in your hand. Hetdely, with open
hand, the sand remains where it is. The minute gloge the hand and
squeeze tightly to hold on, the sand trickles tgloyour fingers. You may
hold on to some of it, but most will be lost. Aagbnship is no different,
because when held loosely, with respect and freddorthe other person, it
is likely to remain intact. But hold too tightlypd possessively, and the

relationship slips away and is lost.

Many firms, particularly in the financial servicesector, have
overlooked the importance of understanding custena&curately because
they fail to focus on customer relationships. Theyd to fixate on acquiring
new customers as assets they need to nurture &d. iy concentrating on
new customers, firms can easily fall into trapslodrt-term promotions, price
discounts or catchy advertisements that bring ousts in, but are not enough
to bring them back. By adopting a relationship @éaiphy, on the other hand,
companies begin to understand customers over timderagreat depth, and

are better able to meet their changing needs gpecé&tions.
1.2. THEORETICAL FRAMEWORK

For making an in-depth study of the relationshipkating orientation
of commercial banks, it is imperative to explaie tharious concepts under
the subject and their working definitions. The daling pages are devoted for

clarifying the meaning of some theoretical termsdus the study.



1.2.1. Major benefits of developing relationshipsni business

In the opinion of Sarah Dougan (2084)the four key benefits
associated with the retention of existing custonasrd the developments of

long-term satisfying relationships” are those ot below.
Long-term profitability

Many customers are unprofitable in the initial s&gf the buyer-seller
relationship. Students, for example, are unprolitathile at university. After
graduation, they may enter careers, take out mgetgand start savings, and
their profitability to their financial institutiomcreases, thereby increasing the
need to attract and maintain their custom eveneathiéy are not ‘financially

stable’.
Lower costs

There is often substantial start-up cost associaiéd attracting new
customers. These include advertising, sales cononss&nd operating costs
of setting up an account. Sometimésgse costs can outweigh the revenue

expected from the new customer in the short term.
Repeat customers often cost less to service

Repeat customers are more likely to be familiahwiie company and

its products and may make fewer demands on thedfreenployees.
Opportunities for cross-selling

Over time, business customers grow larger and negy o purchase
in larger quantities. Individuals may purchase nmaneducts as their families
grow or as they become more affluent. Both typesustomers may decide to
consolidate their purchases with a single supplieo provides high quality

service. Another advantage of an increase in saksdis the corresponding



effect on the organisation’s share of the custosntatal consumption in the
particular market. This is referred to as an inseeia theshare of walleeand
Is simply a measure of the consumer’s expenditutie thhe organisation as a

percentage of his/her total expenditure in thatkeiar
Defection less likely

Satisfied customers will be less susceptible topilié of competition.
Moreover, when customers trust a supplier, they beawilling to pay higher

prices in return for the assurance of quality sErvi
Employee retention

An indirect benefit of customer retention is em@eyretention. The
stress associated with dealing with the customdrs are unhappy with
products and services can lead to high employe®wer and poor quality.
Conversely, customer satisfaction can improve epgdo morale and

encourage them to remain with the firm.
Family influence

One of the key factors determining the product chaif young people
is parental influence. Hence it is assumed thdtimg a relationship with one

member of the family will have an impact on theastmembers, too.

Satisfied customers provide referrals and may be Wing to pay a price

premium

Satisfied customers generate positive word of maunith provide free
and credible advertising for the institution. Ref¢rmarkets have various
names within different industry sectors -- suchrasrmediaries, connectors,
multipliers, third-party markets, agencies, netvgodnd referral sources. In

the case of a bank, the key referral sources cbel@ccountants, financial



journalists, financial advisers and existing custosn The present and future
importance of these sources of referrals shoulddbastified and a specific
plan developed to determine the appropriate lesvefsarketing resources that
should be devoted to each of them. Additionallycast benefit analysis
should be conducted to evaluate the results ofrtaketing activities. While
a highly focused pilot scheme can sometimes suggéste the greatest
benefit can be obtained, it should be emphasisat ttte development of

these relationships takes time.
1.2.2. Relationship Marketing

Relationship Marketing is an old idea, but a newuf now at the
forefront of services marketing practice. The itagdor its development has
come from the maturing of services marketing withplasis on quality,
increased recognition of potential benefits for then as well as the
customer, and technological advances. The keydoess in service business

now lies with concentrating on and retaining ergtcustomers.

The phrase ‘Relationship Marketing’ appeared insdevice marketing
literature for the first time in 1983 in a paper Bgrry, who defined it as
“attracting, maintaining and — in multi service angsations — enhancing
customer relationships”. “The process of attrarctiew customers should be
viewed only as an intermediate step in the marggbiocess. Solidifying the
relationship, transforming indifferent customergoitoyal ones and serving

customers as clients also should be consideredhdseting”.

Relationship marketing emphasizes long-term relatigps between
providers and customers, rather than individuahdaations. Relationship-
based marketing and resulting long-term retentibrcustomers’ attention
lead to significantly improved financial and marketrformance. Relationship

marketing represents a new opportunity for orgdimsa to gain a



competitive edge in the turbulent business enviemmit is characterized by
reciprocal, interdependent, committed, and longieelationships between

sellers and buyers.

The role of relationship marketing is to identigstablish, maintain,
and enhance relationships with customers and stakeholders at a profit so
that the objectives of all other parties involva@ anet, which is done by

mutual exchange and fulfilment of promises.
1.2.3. Relationship Marketing in Banks

Relationship marketing within a banking industry Becoming
increasingly important. In particular, competitiendriving banks to look at
forms of defensive marketing strategies rather tb#fiensive marketing.
Maintaining and enhancing relationships with custmnis one way banks
have sought to use defensive marketing and increasgtemer retention. For
the past ten years, relationship marketing has leemocated as the most
relevant strategy for banks to achieve some grointha fast-changing
environment. The term ‘Relationship Banking’ is esft used to denote

relationship marketing in banks.
1.2.3.1. Benefits of Relationship Banking to Custoerns

» Greater assurance that credit will be availablenwieeded
» Reduced risk of purchasing unsuitable services

» Special treatment and free services

= Quick response to funding needs and other services

» Priority treatment in any conflict-of-interest stion

= Lower costs of banking services due to relationghiging



1.2.3.2. Benefits of Relationship Banking to Banks

= Customer loyalty: Increased customer satisfactidroukl result in
customer loyalty and hence improved profitability.

= Lower cost: Cross selling of multiple services dtoresult in reduced
costs.

= A competitive advantage in the market place

» Higher margins: The customer is less price semsitwhich results in
greater and more stable profits.

* Privileged information: Information from relatidmp clients can be used

for product development
1.2.4. Relationship Marketing Orientation

A Relationship Marketing Orientation (RMO) is geally assumed to
create a competitive edge for an organisation arthve a positive impact on
organisational performance. Here, the effect of RMOneasured with the
help of eight variables such as ‘Customers felt thair bank is dependable’,
‘The bank has high integrity’, ‘The bank can bestad completely’, ‘The
bank is highly competent’, ‘The bank is very resgiga to customers’,
‘Customers have developed a closer relationshij wits bank than other
banks’, ‘Customers want to remain with this bankawese they enjoy their
relationship with the bankand ‘The relationship with the bank is something

that the customer intended to maintain for a lomgt
1.2.5. Relationship Quality

To develop a set of relationships with qualifiedves=e providers that
strengthen the competitive position, the customeust be able to recognise
important differences between the service provideeationship quality can
be used by the service providers as a basis foeldewg programmes that

help recognise a different experience to the custem



The concept of relationship quality arose durirggegch in the field of
relationship marketing. The ultimate goal of redaship quality is to
strengthen customer relationships and therebyecgeaense of loyalty among
the customers. High relationship quality meand thestomers can rely on
service providers’ integrity and can be confidehtheir future performance

because their past performance was consistenibfaszory.

In the present study, the relationship qualitylesteas been developed
by the researcher to measure the relationshiptgualbanking sector. Itis a
modification of ‘The RELQUAL Scale’ developed by i@@en Lages,

Cristiana Raquel Lages and Luis Filipe Lages.

The new relationship quality scale includes TweNipe variables,
which are: ‘The most important aspect of the bamlsatisfying customer
needs’, ‘They offer all the services including erkiag facility which the
customers need’, ‘They always take speedy actioselive problems’, ‘They
make the customers feel special’, ‘On special dooas they greet the
customers by sending a message/card or making la ‘ddley arrange
customers’ meets regularly’, ‘They address the arasts by their names’,
‘They regularly identify new needs of the custorméithey regularly enquire
about the welfare of the customers and their fasiili‘They inform the
customers about newly launched schemes/servicésey always provide
reliable information’, ‘They remind the customemlifely when instalments
are due in their loan account’, “‘They encouragedhstomers to tell them if
things are not right’, ‘They intimate the customémnsadvance the date of
maturity for Fixed Deposit’, ‘They listen to the stamers and speak in the
language that the customers can understand’, ‘“h@ayees of the bank are
willing and able to provide services in a timelymmar’, ‘The employees are
approachable and easy to contact’, ‘The employeesa@urteous and polite’,

‘The employees provide services reliably and caesty/’, ‘The employees



show concern in resolving the complaints of theauers’, ‘The employees
show empathy towards the customers and their feshiliThey behave in
such a manner that the customers feel they arepaltcof the bank’, ‘They
help the customers in all possible ways to soher thon-banking problems
also’, ‘The customers are highly satisfied withitheank’'s services’, ‘The
customers are highly satisfied with the communaratjuality of their bank’,

‘The customers’ complaints are always addressedain manner’, ‘The

customers are highly satisfied with the behavidutheir bank employees’,
‘According to the past relationship with the bankhe customers think that
they are trustworthy’, and ‘Relationship of the touser with the bank has

been a highly successful one’.

The determination of relationship quality with avsee provider is an
important thing when the customer decides whetlmenad to develop and

maintain a long-term relationship with that seryicevider.
1.2.6. Customer Loyalty

Loyalty is a deeply held commitment to re-buy rerpatronise a
preferred product or service in the future in spiteituational influences. In
the present study, customer loyalty is measuredsiryg nine variables such
as ‘willingness to consider the bank as the firsbice for any financial
needs’, ‘willingness to do more business with thalbin the coming years’,
‘willingness to remain with the bank even if theaolpes are comparatively
higher’, ‘willingness to recommend the bank to amyavho seeks advice’,
‘willingness to never complain to other customend autsiders even if there
is a problem with the bank’, and ‘willingness tastwith the bank even if

there is a problem with the bank’.



1.2.7. Customer Satisfaction

Anderson and Narus (1984Jefine satisfaction as “a positive affective
state resulting from the appraisal of all aspectsaofirm’'s working
relationship with another firm”. Customer satigiac is defined by Oliver
(1997} as “a pleasurable level of consumption-relatedilfuént. It is
understood as the customer’s emotional reactiothéoperceived difference
between performance appraisal and expectation”orling to Yi (19904,
“customer satisfaction is generally conceptualizad an attitude-like
judgement following a series of purchases or comsymoduct interactions”.
In the present study, the overall customer satisfiacis measured by
considering the satisfaction of customers with rég@ Deposit schemes,
Loan schemes, Interest rate charged, Employeesavimlr, Physical
facilities, E-banking services, Complaint RedresSgstem and Customer

Awareness Programmes.
1.2.8. Markov Chain Analysis of Switching Behaviour

Most of the studies of probability have dealt witidependent trials
and processes. According to Aypar Uslu (2608hese processes are the
basis of classical probability theory and much tdtistics”. In classical
probability, sequence of chance experiments formsir@ependent trials
process, the possible outcomes for each experiarenthe same and occur
with the same probability. Further, knowledge ok tbutcomes of the
previous experiments does not influence the prexistfor the outcomes of
the next experiment. Modern probability theoryudsés chance processes
for which the knowledge of previous outcomedluences predictions for
future experiments. In principle, when we observaeguence of chance
experiments, all of the past outcomes could infbgeaur predictions for the

next experiment. For example, this should be tlse @a predicting a student’s



grades on a sequence of exams in a course. Blloto this much generality

would make it very difficult to prove general resul

The basic concept of Markov Chain Method was inicedl by
Russian mathematician Andrey Andreyevich Markovl1B70. Since then,
many mathematicians have conducted research onoMaviatrix and have
helped it develop. Markov Chain Method is used nisteely for research
conducted on such social topics as brand seleafooustomers, income
distribution, immigration as a geographic structwecupational mobility etc.
In marketing, Markov Chain Model is frequently uskxm topics such as
‘brand loyalty’ and ‘brand switching dynamics’. Atiugh it is very difficult
to convert marketing problems into mathematicalagigns, Markov Chain
Method is considered as the primary and the mostegal technique in
predicting the market share a product will achievthe long term, especially
in an oligopolistic environment, and in finding otlte brand loyalty for a
product.

Markov Chain Method can be described as follows:

There is a set of stateS={s,, $,..., $}. The process starts in one of
these states and moves successively from onetstateother. Each move is
called a step. If the chain is currently in stgfeéhen it moves to stagin the
next step with a probability denoted Ipy and this probability does not
depend upon which states the chain was in bef@ectinrent state. That is,
‘p;’ is the probability that the Markov Chain is aethext time point in state
‘I’, given that it is at the present time point atsti’. The matrix P with
elements p;’ is called the transition probability matrix ofettMarkov Chain.

Note that the definition ofg;’ implies that the row sums &f are equal to 1.

The probabilities ;" are called transition probabilitieShe process

can remain in the state it is in, and this occuitg yrobability ;" An initial
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probability distribution, defined on S, specifié tstarting state. Usually, this
Is done by specifying a particular state as theistpstate.

SupposeXn with n Z/Ng denotes random variable on discrete space
S The sequenck¥ = (Xn : nJNg) is called a stochastic process.‘'® is a
probability measure of such that,

PX =il X =g, X0 )=P(X =i X, = iy), for allig,... i, 3OS
andn//Ng, then the sequence is a Markov chain ors.

The probability measurP is the distribution ofX, andS is the state

space oiX. If the conditional probability?(X ,, = j/X, = i,) are independent

of time indexn /N, then the Markov chaiiX is homogeneous and denoted
by P(X..1 = /X, = i) = Pij for alli,j in S ‘Pij describes the probability of

movement from stateé’ ‘to statej during a specified or discrete time interval.

g S . sn )
Sl Pll P12 Pln
82 P21 P22 P2n
il =
s Py P .. Pon

WherePij = 1,Pij>0foralli,jand §, S, . . . § are discrete states. However,
if a Markov chain has initial probability vectofy = (i1, i, . . . }) and
transition matrixP;;, the probability vector aften’ repetition is % . P';.
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1.3. RELEVANCE OF THE STUDY

In a period of dynamic changes in the environmehtbosiness
organisations, the companies concentrate more avd on the customers.
The problem faced by the organisations nowaday®inly acquiring new
customers, but keeping the existing customers. ¢agtomer orientation is
reflected in a switch from transaction marketingef@tionship marketing. So,
it is not enough for organisations to just havengextions with their
customers, but they should build a long-term refethip with the customers

in order to be able to keep them.

Like any other business, the success of bankingnéss depends
solely on the quality of the product or service &mel customer-organisation
relationship. The customers’ attitude is also esseas the quality of the
service depends upon the customers’ disclosurésfifdr exact requirements,
co-operation, prompt decision and action in evealgge. Banks have to
respond in a desired manner to the recurring clamgehe attitude and
perception of the customers. It can be possibleutyin a relationship-oriented
approach. Today, banks have realised the needangehtheir focus from
transaction marketing to relationship marketing amdny of them are
following the relationship-oriented marketing st@y to increase customer
base. But the question is whether the presenegiest are effective to build
customer loyalty and thereby reduce the defectade. rThe present study is
more relevant as it tries to assess the effectsgenéthe current relationship
marketing-oriented approach of commercial banksgsfsation level of their
customers, level of customer loyalty and the quatif the relationships
maintained by commercial banks. The study alsos tiie analyse the
switching behaviour of bank customers and the meagd any) for their

switching. In addition to these, the study alsavesr to predict the most
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preferred type of commercial bank, i.e., publictseor private sector, by the

customers in the future. Markov Chain Model is usedhe prediction.
1.4. SCOPE OF THE STUDY

The present study is limited to Kerala, particylathe individual
customers of public sector and private sector hahle scope of the study is
confined to an in-depth analysis of variables sastgeneral banking habits,
customer satisfaction, customer loyalty, relatigmsuality, relationship
marketing orientation, switching behaviour etc.baink customers in their
perspective. The general banking habits of custeraex analysed by way of
evaluating their association with their respectramks and the frequency of
usage of various banking services. Even though @oeyncommercial banks
are operating in the state, the present study méired to six banks, three

from the public sector and three from the privaetar.
1.5. STATEMENT OF THE PROBLEM

A dramatic increase in the competition among baaksg with a
decline in customer loyalty has been acknowledggdpitactitioners and
researchers in services marketing. Today, makingyal customer is the
biggest challenge to any bank and banks have eéalist it is possible only
through a relationship-oriented approach. So, nbey tare concentrating
more on relationship-oriented marketing. The probte be reviewed in the
study is to analyse whether the relationship-oeeénapproach presently
followed by the commercial banks in Kerala is efifez or not. The study
also aims to obtain answers for the questions: henethe customers are
satisfied? What is their level of loyalty towardeeir banks and what is the
level of relationship quality perceived by the cusers of commercial banks

in Kerala.
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1.6. OBJECTIVES

The main objectives of the present study are:

To examine the level of satisfaction of customdrsamnmercial banks
in Kerala.

To find out the level of customer loyalty in commeat banks in
Kerala.

To analyse the level of relationship quality peveei by the
commercial bank customers and the role of relatignguality in

building customer loyalty.

To examine the perception of bank customers towatlds

effectiveness of relationship marketing orientation

To analyse the switching behaviour of bank custenaerd to identify
the reasons for their switching, if any; and

To predict the most preferred type of commerciahkpa.e., public
sector or private sector, by customers in the lamg and to make

suitable suggestions for the improvement of therfggmance.

1.7. HYPOTHESES

Based on the objectives set, the following hyps#ise have been

formulated and tested in this study.

1.

There is no significant difference in the levelanfstomer satisfaction
according to the type of the bank in which theymtain account, their
age, education, occupation and income.

There is no significant difference in the level @istomer loyalty
according to the type of the bank in which theymtain account, their

age, education, occupation and income.
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3. There is no significant difference in the relatioipsquality perception
of customers according to the type of the bank hictv they maintain
account, their age, education, occupation and ikcom

4. There is no association between relationship qualitd customer
loyalty.

5. There is no significant difference in the effectieas of relationship
marketing orientation according to the type of tamk in which they

maintain account, their age, education, occupati@hincome.
1.8. RESEARCH METHODOLOGY

This section explains the research design, souotedata, sample
design, tools of data collection, variables usedlisg techniques followed,
result of reliability analysis, method of contaggtails of the pilot study and
pre-testing carried out, sample size and its detation, classification of

data and the tools of data analysis.
1.8.1. Research Design

This study is designed as a descriptive one basedoth secondary

and primary data.
1.8.2. Sources of Secondary Data

The secondary data used for the study have bedactsa from
various published sources such as reports of tserRe Bank of India (RBI),
State Bank of India (SBI), various commercial bamewvspapers, magazines,
business journals, e-journals and websites of tid &d other banks

operating in Kerala.
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1.8.3. Sources of Primary Data

The study is mainly based on primary data, whickehaeen collected
from the people of Kerala who have a bank accomrdny of the selected
public sector or private sector banks operatinthenstate. Since the number
of customers having a bank account is very largeoulation survey is not
possible. Hence the researcher has opted for alsatoply. The primary data
have been collected from 300 sample customersleéted commercial banks
operating in Kerala using a structured and preetesfuestionnaire. A good
deal of information was also collected through difgersonal interviews with
some officials of commercial banks in Kerala. Besiddiscussions were held

with scholars and experts in the field.
1.8.4. Sample Design

The Multi-stage Sampling Technique is used for dglg sample
respondents. In the first stage, the whole statediisded into three
geographical regions, namely south, central anthndihe southern region
consists of five districts, namely Thiruvananthaay Kollam, Alappuzha,
Pathanamthitta and Idukki. The central region ceveur districts, namely
Kottayam, Ernakulam, Thrissur and Palakkad. Théheon region comprises
the districts of Malappuram, Kozhikode, Wayanadnia and Kasaragod.
One district was randomly selected from each retipapplying the lottery
method. From the northern region, Kannur distrigsvselected. From the
central region Thrissur district and from the seuth region,

Thiruvananthapuram district were selected.

In the second stage, the commercial banks operatirgach district
were divided into two groups such as public sebtomks and private sector
banks. From each group, one bank was selected tisengimple random

sampling technique applying the lottery method. &dmngly, from the
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northern region, SBI and ICICI Bank were selectedm the central region,
the Canara Bank and SIB were chosen and from thtesan region, SBT and

the Federal Bank were selected.

In the final stage, 50 customers were chosen rahdénmm among

each bank branch.
1.8.5. Tools of Data Collection

The primary data needed for the study were cokedrem the
customers of various commercial banks by a stradtuguestionnaire.
Initially, a draft questionnaire that covers allpasts of the study was
prepared in consultation with experts in the fielthe draft questionnaire was
modified in the light of the experience gained frtme pilot study and pre-

testing.

1.8.6. Variables Used in the Study

The variables used by the researcher to fulfildhjectives of the study

are given in Table 1.1.

Table 1.1
List of variables analysed
Sl. .
Purpose N.O of Name of variables
No. variables
1 | To prepare the 6 Region, Gender, Age, Education, Occupation
profile of the and Annual Income
respondents
2 | To analyse the 2 Period of association with their respectjve
banking habits of banks and their frequency of usage of varipus
the respondents banking services
3 | To analyse the 8 Deposit schemes, Loan schemes, Interest| rate
satisfaction level of charged, Employees’ behaviour, Physi’cal
customers facilities, E-banking services, Complaint
Redressal System and Customer Awareness
Programmes
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Sl.
No.

Purpose

No of
variables

Name of variables

To analyse the leve

of customer loyalty

D

7

Willingness to consider the bank as the first

choice for any financial needs, Willingness

to

do more business with the bank in the coming
years, Willingness to remain with the bank
even if the charges are comparatively higher,
Willingness to recommend the bank to anyone

who seeks advice, Willingness to ne
complain to other customers and outsid
even if there is a problem with the bank, &
Willingness to stay with the bank even if the
is a problem with the bank

er
ers
and
Bre

To analyse the
relationship quality

29

The most important aspect of the bank
satisfying customer needs, They offer all
services including e-banking services wh
customer needs, They always take spe
actions to solve the problems, They ma
customers feel special, On special occasi
they greet customers by sending

is
the
ch
edy
ke
NS,
a

message/card or making a call, They arrange

customers’ meets regularly, They addr
customers by their names, They regulg
identify new needs of customers, Th
regularly enquire about the welfare

customers and their families, They inform y
about new schemes/ services, They alw
provide reliable information, They remin
customers politely when instalments are du
their loan account, They encourage custon
to tell them if things are not right, The
intimate customers in advance the date
maturity for Fixed Deposit, They listen

customers and speak in the language

customers can understand, The employee
the bank are willing and able to provi
services in a timely manner, The employ:
are approachable and easy to contact,
employees are courteous and polite,
employees provide services reliably 3a
consistently, The employees show concerr
resolving the complaints of customers, T
employees show empathy towards custon
and their families, They behave in such
manner that customers feel they are also
of the bank, They help customers in

eSS

rly
ey
of
ou
ays
d
P in
ners
3
of
(0]
that
s of
e
pes
The

The

nd
1 in
'he
ners
a
part
all
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Sl. No of

Purpose . Name of variables
No. variables

possible ways to solve their non-banking
problems also, Customers are highly satisfied
with their bank’s services, Customers are
highly satisfied with the communicatian
quality of their bank, Customers’ complaints
are always addressed in fair manner,
Customers are highly satisfied with the
behaviour of their bank employees, According
to the past relationship with the bank,
customers think that they are trustworthy, and
Relationship of the customer with the bank has
been a highly successful one

6 | To analyse the 8 Customers felt that the bank is dependable,
effectiveness of the The bank has high integrity, The bank can| be
relationship trusted completely, The bank is highly
marketing competent, The bank is very responsive| to
orientation customers, Customers have developed a closer
relationship with this bank than other banks,
Customers want to remain with this bank
because they enjoy their relationship with the
bank and The relationship with the bank |is
something that the customer intended | to
maintain for a long time.

7 | To analyse the 2 Past switching behaviour and future switching
switching intentions
behaviour of
customers

8 | Toidentify the 9 Poor quality of service, Lack of proper
reasons for bank communication, Discourtesy of employees,
switching Lack of e-banking services, Difficulty in
accessing bank branches, Poor Customer
Awareness Programmes, Poor complaint
redressal system, Lack of personal attention
and Higher fees and other charges

1.8.7. Scaling Techniques

Since most of the information collected from thestomers is
gualitative in nature, it becomes necessary forrdsearcher to use scaling

techniques to quantify the qualitative informati&ior this purpose, Lickert’s
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five-point scaling technique is followed by keepingutrality in the middle
for quantifying the various qualitative aspectstlué study such as the Level
of Satisfaction, Level of Loyalty, Relationship Qittaand Effectiveness of
Relationship Marketing Orientation. The researchas also used ranking

scale for identifying the important reasons fortshing.
1.8.8. Reliability Analysis

In order to check the internal consistency of thaled statements,
reliability analysis using Cronbach’'s Alpha Relighi Test was done.
Cronbach’s Alpha for the scaled statements was30v@dich is higher than
the standard Cronbach’'s Alpha of 0.7. Hence it ieved that internal
consistency of the scale as a whole is high andgtiestionnaire can be

considered as highly reliable.
1.8.9. Method of Contact

For the purpose of collection of primary data adisguised personal
interview method is followed. The researcher hasg®lly contacted the

informants and collected the necessary data ndeddade study.
1.8.10. Pilot study and Pre-testing.

To test the reliability, variability and efficiencpf the research
instrument developed, a pilot study and pre-testinggas conducted among
50 select customers of various banks. In the lglihe experience gained, the

guestionnaire has been revised thoroughly.

1.8.11. Determination of Sample Size

In this study, sample size is determined on theshafsthe following

equation:
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n=22
Here,
= Size of sample.
Z = The value of standard Normal Variable at\aegiconfidence
level (It is 1.96 for 95% significance level) ,
o = Standard deviation of the population (Hered#ad deviation of
the variable which has the greatest variance bas taken),
e = Acceptable error (it is assumed as 0.019, an
n = (1.96)1.14)/ (0.017§=293.68.

Therefore the total sample size is taken as 300.

1.8.12. Classification of Data

The collected primary data have been classifietherbasis of the type
of the bank in which the customers maintain accothdir age, education,

occupation and their annual income.

1.8.13. Tools of Analysis

Simple mathematical tools like mean and standardiatden,
percentages and averages etc. have been usediforasizing the classified
primary data. To test the statistical differencgds;square test, independent
samples t-test and Analysis of Variance were ug&ttor analysis was
conducted to identify the basic components of i@kghip quality and
important reasons for changing the present bartkédygustomers. Regression
analysis was used to identify the role of relattopsquality in building
customer loyalty. Markov Chain analysis was alspliad to find out the

most preferred type of commercial bank by the qusts in the long run.
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1.9. PERIOD OF THE STUDY

This study covered a period of six years from 200%0 2014-2015.
Primary Data collection period was from Septemli&22to May 2013.

1.10. LIMITATIONS OF THE STUDY
The study has the following limitations.

1. The respondents of the study include only individiestomers of the

commercial banks. The study does not includetiriginal customers.

2. The study concentrates only on commercial bankep€ative banks
and regional rural banks were excluded from thdyst&oreign banks

were also not considered.

3. Even though a large number of commercial bankopegating in the
state, only three banks from the public sectortange banks from the

private sector have been selected for the study.

4. Only Six bank branches of the selected commereak®é were chosen
for the present study. However, care has been takemnsure
representativeness of the three regions of the siatwell as two

categories of the commercial banks.

5. Majority of information required for the study isi@itative in nature
and collected by using appropriate scales in thestpnnaire. So, all

the limitations of scaling technique will be theaed

6. All the limitations of multi-stage sampling techo@ and random

sampling technique will be there.

However, efforts have been taken by the reseatoh@duce the effect

of the limitations on the findings.
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1.11. CHAPTERISATION
The chapters in the study have been arranged ifolllogving manner:
Chapter 1: Introduction

Chapter 1 deals with the major benefits of develgpelationships in
business, Relationship Marketing in banks anddsefits, Significance of
the study, Research Problem, Objectives, Hypoth&sesearch Methodology

and Limitations of the study.
Chapter 2: Review of Literature

Chapter 2 deals with a review of the literaturdriglationship Quality
and Relationship Marketing, Customer Satisfactiod &ustomer Loyalty.

The chapter also reviews the literature in Switgh&®haviour of customers.
Chapter 3: Relationship Marketing — A Theoretical Overview

Chapter 3 provides an overview of the concept ofafeship
Marketing, Customer Loyalty and Customer Satistaxcti different
approaches to Relationship Marketing, Factors arfting the development
of Relationship MarketingFactors influencing Customer Loyalty, types of
Customer Loyalty etc. The chapter also includes détils of the present

scenarioof Indian Banking System.
Chapter 4: Customer Satisfaction and Customer Loyay

Chapter 4 deals with the analysis of the primarta déth regard to the
General Banking Habits of the Customers, Customatisfaction and
Customer Loyalty. This chapter is divided into #hsections. Section-A deals
with the Profile of the Respondents. Section-B evaled for the General
Banking Habits of the Respondents. Section-C death the Level of

Customer Satisfaction and Customer Loyalty amoerdgRéspondents.
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Chapter 5: Relationship Quality and Relationship Maketing Orientation

Chapter 5 is divided into three sections. Sectiordeals with the
Relationship Quality maintained by the CommerciahBs in Kerala. Section
B deals with the Effectiveness of the Relationshiprketing practices of
Commercial Banks. Section C deals with testinghef Role of Relationship
Quality in building Customer Loyalty in Commercidanks by using

Regression Analysis.
Chapter 6: Switching Behaviour of Bank Customers

Chapter 6 deals with the analysis of the Past &wigcBehaviour and
Future Switching Intentions of customers and th@drtant Reasons for
Switching (if any). This chapter also deals whle Results of the Prediction
of the most preferred type of Commercial Bank, ipelblic sector or private
sector, by the customers in the future with thep hafl the Markov Chain
Model.

Chapter 7: Summary, Findings, Suggestions and Congion

Chapter 7 deals with the summary of the presentystmajor findings
of the study, suggestions put forward by researahdrconclusion. Scope for

further research is also given at the end of thapter.
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CHAPTER I
REVIEW OF LITERATURE

2.1. Introduction

A large volume of research studies are available Ratationship
Marketing Orientation, Relationship Quality, Custamloyalty, Customer
Satisfaction and Switching Behaviour of bank cusisn Some of these
studies are conducted in India while others aresmas studies. Very limited
studies are available in the Kerala context. Afne@iew of available studies
in the area is given in this chapter. Here thalistl are classified in to
different groups such as Customer satisfaction bBoyalty, relationship

marketing, relationship quality, and switching bébar.
2.2. Customer Satisfaction and Loyalty

Christopher Selvarajah and Hanoku Bathula (2b@bserved that,
banks need to provide quick and flawless servicarfaintaining a profitable
ongoing relationship with their clients. They peith out that the customer
would evaluate their banks on its current perforoearather than on past
performance. They also pointed out the need fowigding other non-core
services such as insurance, advisory services touk droking to their

customers.

Mahadevan (200%)described how customer loyalty, expectation and
reliability in various Indian banking sector reldt® customer satisfaction. It
revealed that public expectation from banking secod consequential
demands on banks especially at operating levele lieen growing. The
findings of the study were based on nine dimensodrpiality which includes

reliability, response, reputations, durability eton the basis of the results of
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the study they developed a customer satisfactiotiemwhich highlighted the

need of training of employees so that they can tlieebest possible service.

Leanne H. Y. Too et.al (200Londucted an exploratory study of
clothing store managers and their customers. Tesgrved that customer
loyalty is increasingly seen to be crucial to theccess of business
organisations, with the growing realisation thataating new customers is far
more expensive than retaining existing ones. Itheen suggested that a way
of increasing customer retention is through seawlationships between
buyers and sellers. Findings of their study rewkatbat customers'
perceptions of clothing stores' relationship mangtefforts are crucial to

enhance commitment and loyalty.

Peter C. Verhoef(2002f examined the effect of relationship
perceptions and relationship marketing instrumeats customer share
development. He also studied the interaction eféé¢hese instruments with
behavioural loyalty and relationship perceptionise Empirical results of the
study showed that commitment positively affects taoer share
development. The results further showed no effesabsfaction on customer
share development. He cannot find an effect of manequity. Thus price
perceptions do not impact customer share developaven time. This might
imply that true customer loyalty is not createdhwtrice instruments. One of
the possible reasons for an absence of an effesdtsffaction is that customer
relationships are dynamic. The research providessmportant implications
for the management of customer relationships. ,Rktrshows that within these
types of industries customer share changes areewathiby enhancing
commitment among customers. Commitment is the ordlationship
perception that makes a difference in the long 8etond, their results show
that both the loyalty programme and direct mailimgse tactics that can be

used to enhance customer share. However, fromiadsgspoint of view, one
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also needs to consider the costs of these tacticsebapplying them. Finally,
he suggested that the behaviour members of thdtyogeogramme is less
affected by satisfaction, companies offering a lyygprogramme can
probably pay less attention to quality among thigug of customers. The
study showed some preliminary evidence for a mdigyaeffect of

behavioural loyalty on the effect of the loyaltypgramme.

Kristof De Wulf et al. (2003) were investigated “the relationship
between two outcomes of relationship marketingfective commitment and
behavioural loyalty — and consumers’ unethical b&ha. The main
objective of the study is to assess whether affeccommitment and
behavioural loyalty to a store translate into metkical behaviour towards
that store, controlling for the variables of agender, and ethical beliefs. The
results provide support for their hypothesis thHedive commitment is
indeed negatively correlated with consumers’ umaihbehaviour. The same
conclusion could not be drawn for the relationsbhgtween behavioural
loyalty and consumers’ unethical behaviour. No siggnt relationship was
detected, not even in situations where affectivemmodment was high. The
results hold major implications for retailing priaet The results from their
analysis clearly show significant correlations bedw affective commitment
to a store and all measured aspects of ethicalvimivatowards that store.
Highly committed customers reported less unethiEflaviour in terms of
‘actively benefiting from illegal activity' (e.g.shoplifting behaviour),
'passively benefiting at the expense of otherg. (@etting too much change
and not saying anything), ‘actively benefiting frauestionable behaviour'
(e.g., accidentally damaging something and notngpgnything) and even ‘no
harm/no foul’ behaviour (e.g., trying on clothes f@o hours and not buying
any) than lowly committed customers. Even when matinig for overall
ethical beliefs, age, and gender these results. B&dween behavioural

loyalty and ethical behaviour no significant coatedns were found, not even
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when affective commitment is high. Apparently, affee commitment is far

more important in explaining ethical behaviour tihemavioural loyalty”.

The empirical study conducted by Parimal Vyas (3004ied to
measure customer satisfaction considering the [@etvatate of IT adoption
among selected branches of nationalized, privaiegperative and foreign
banks located at Baroda. The total sample sizaghef study was 121
customers of above categories of banks. The nfiding of the study was
that there was effective implementation of e-bagkservices in case of
private banks and foreign banks where as naticgdlizanks were found to
have lesser degree of computerization. It alseakd the fact that, without
IT the banking sector would not be able to sene dhanging needs of the

market.

The study conducted by Lam, Yin, Shun (2004xamined the
mediating role of customer satisfaction in the iotpaf customer value on
customer loyalty and explore reciprocal effectsco$tomer satisfaction and
loyalty on each other. It also aimed to empiricalhalyse a conceptual frame
work considering customer value, satisfaction amwdtching costs on
customer loyalty in a bank to bank context. Thelgtiound that the effect of
customer satisfaction on the tow loyalty dimensiets, recommendation
and patronage are not significantly stronger tinnetffects of switching costs

on these constructs.

Velouston, Cleopatra (2004ported the relative role of certain drives
of bank loyalty. It examined the links between g®a perceived quality,
satisfaction, commitment and loyalty in the Greetall banking sector. The
data were collected from a sample of 216 retailkbanstomers of five
different banks in Greece. It found that image hapositive impact on

perceived quality and satisfaction and perceivedglization of the service
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provided has a positive relations with customeistatdtion, which is the key

factor that leads to loyalty.

Selvam,M (2005) conducted a study titled ‘Customer satisfaction of
banking service an overview’' to assess the measmemriteria and to
evaluate customer satisfaction of banking servicése study selected 50
customers via, quota sampling method from five tnas of 42 banks
operating in the Tiruchirappalli city. One of thedings of the study is that
the ATM facility is contributed relatively maximunio the ultimate
satisfaction. The study revealed that technolatppéation process is slow in

banks of that area.

M.Thirulogachander (2006) pointed out that the differentiating
factors among various banks have become minimalkastbmer loyalty has
emerged as a competitive advantage in the commeditimarket. He
described the benefits of customer loyalty progra&smn banks and
highlights the strategies adopted by different Isamk building relationship

with customers through their loyalty programmes.

Michael.T.Capizzi and Rick Ferguson (2086}lentified the five key
loyalty marketing trends for the 2tentury that could serve as guideposts to
create, expand and revamp loyalty strategies. fiVhekey trends are ubiquity
of the loyalty programmes, the technology usedasighing them, the need
for coalition with other companies, customer anasyaind factors involved in
blending hard and soft loyalty benefits. The #&tiemphasizes the
importance of soft benefits (recognition), persaaion and leveraging

partners in designing the loyalty programmes.

Steven Howard (2008) focused on the strategies to build customer
loyalty, to earn customer loyalty, to reward custonpyalty and to keep

customers loyal. In his opinion understanding @omr requirements,
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making policies that are flexible and adaptableustomer needs, engaging
customers through interactions and commitment &dityucontrol will help in

building customer loyalty. He also pointed outttkeeping up its promises,
ensuring service delivery consistently, anticipgtoonsumers’ needs, finding
solutions for future consumers’ needs and cultngata long-term customer

relationship will help the company to keep its oasers loyal.

Subhashis Nath (2008) correlated the customer behaviour and
attitude with loyalty programmes by providing a aeiour-attitude loop. In
his opinion understanding the behavioural pattevhgustomers will help
companies in designing an effective loyalty progmaes. In his article he
analysed the two different aspects of consumer \bheba i.e., rational

switchers and promiscuous consumers.

Wayde Fleener and Mark Oedekoven (280Bjghlighted the purpose
of the loyalty programmes which are identifying keystomers, protecting
key customers from competitors, attracting new amsts and capturing
more share of wallet from current customers. Thleg identified the factors
which influence the design of loyalty programmeslsas redemption rates,
shift in consumer spend, the retailer's marginsinpearning, impact on

customer churn and increase in customer acquisition

Saju Eapen Thomas (2066)dentified the critical issues involved in
loyalty programmes. This article brings out th&edences between loyalty
programmes and promotional programmes and pregbetsstrategies to
design loyalty programmes for mass based prodacterihancing its brand
value. In his opinion a problem with the loyaltyogrammes is that the
customer might get accustomed to receiving rewardsy time he or she
buys something. When a loyalty programmes failsdifier from its

competitor it will not generate the desired results

31



Jalal Alamgir and Michael.F.Maltese (2086) described the
misconception prevailing in the retail industry abtoyalty programmes that
building a loyalty programme will make customer mdoyal; price is the
strongest lever to retain retail customers; increiaderevenue is all that
matters in the end; loyalty programmes are seltaioed initiatives and that

technology will be the silver bullet for the sucee$ loyalty programmes.

Barbara R Lewis and Magdalini Soureli (2096pcused on a study
designed to investigate loyalty in retail bankinglhe research findings
suggest that loyalty is the outcome of a cognitigther than an affective
process. They observed that the main antecedehen& loyalty were found
to be perceived value, service quality, servicahattes, satisfaction, image
and trust. In their opinion loyalty cannot be exaad separately in relation to
each potential factor: instead, each antecedenlsrieebe considered within a
network of relationships where loyalty is the oumwo of all these inter-

relationships.

Yingzi Xu et al. (2006 in their study proposed a mediation model
that links customer perceived service value toarust loyalty via customer
satisfaction. Psychometrically sound measures wselected and the study
was conducted in Chinese Securities. Results of stkidy showed that
customer satisfaction does play a mediating rolenuphe relationship
between customer perceived service value and cesttmyalty. Their study
suggests that customer perceived service qualgyahsignificant effect upon
customer satisfaction; customer perception of iaiat benefits has a positive
impact upon customer satisfaction, with trust bethg most important
indicator; customer satisfaction is positively tethwith loyalty in terms of
positive word of mouth, willingness to pay more atal stay with the
business. The results also indicated that the disgensions as distinguished

in SERVQUAL are compressed within two dimensionghsas, Information
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Technology provision and service attitude. Theyohotied that, managers
should initiate service policies aimed at securimgrovement in customer

satisfaction.

Inger Roos et. al (2008) observed the relationship quality for
customer-driven business development by taking dase of a housing
mortgage company. The purpose of the study is topeme the company’s
perception of their business to the customers’ dyoaview of their
relationships with the same company. The data aeatysed by using SPAT
(switching path analysis technique) that dividesrglationships into different
parts with priority to their relevance for the sigéh of the relationships. The
study revealed that the customers who experiengggets in their
relationships evaluate their mortgage provideredéhtly than those who do
not. The construct that influences the dynamismtaedliffering evaluations
is defined as the trigger function. Three triggategories are identified and
described: the situational, the influential, ane teactional. In order to further
verify the dynamic aspect of the customer relatigms evidence of
customers’ dynamic evaluations and of how the caipwgaown perceptions

of the business differ from those of its customezovided.

Vannnirajan (2006 conducted a study to examine the impact of
service quality dimensions on customer satisfactibnrevealed that the
important services offered by banks are traditicsetvices, non-traditional
services, tangibles, reliability, responsivenessueance and empathy. It also
found that reliability and non-traditional servica$ect more on the customer
satisfaction level. The study concluded that theape sector banks and
associates of State Bank of India are better irvighog services to the

customers than the nationalised banks and co-aopetznks.

Edward Malthouse, and Frank Mulhern (20%Proposed a model to

relate the two concepts such as Loyalty and Custmalele, in their study.
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They discussed how these concepts are measuredy déeved the
aggregate-level estimates of Customer Long-termu&/dbr the contractual
setting, maximum likelihood estimates of retentiates, and give an example
for a non-contractual setting. Strategies for iasneg loyalty and customer
value are also discussed in their study. The stedpmmended the joint
analysis of both attitudinal loyalty and behaviduyalty, as it relates to
customer value. As firms increasingly use databaseseasure customer
value, there is a need to better coordinate tadhtimarket research measures
of brand loyalty with the data-driven metrics oktamer loyalty and lifetime
value. They concluded that doing so would lead teatpr efficiency in

marketing spending.

Spiros P. Gounaris et al. (2067)explored “the relationships of
Customer Perceived Value, satisfaction, loyalty &etiavioural intentions.
The study provided a conceptual as well as empinoaestigation of CPV
(Customer Perceived Value) as a formative consteuxt also offers an
insight regarding the role of CPV in influencindirdugh satisfaction and
loyalty, the behavioural intentions of word of mioutepurchase intention and
cross-buying. Furthermore, the potential moderatalg of social pressure in
the relationship between satisfaction and loyatglso examined. It is found
that delivering superior customer value enablesma o achieve favourably
behavioural intentions. Another important findirsgthat social pressure does
not appear to moderate the relationship betweesfaetion and premium
loyalty. The study also reveals that, firms shaubd focus exclusively on the
building and delivering functional utility to theustomers, since other
dimensions, such as emotional value, are equallyortant in terms of
Perceived value. Managers should also be very aaitivhen it comes to
services that accompany high-involvement produdsile Procedural value
appears to be a satisfaction driver, the satigfactf the buyers of such

products is unrelated to the value they perceivey tderive from the
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company’s first-line personnel. Finally, another pontant implication
pertains to the lack of a moderating effect fronctialo pressure to the
relationship between Premium loyalty and SatisfectiConsistently with
relationship marketing theory, managers producinggh-mvolvement
products need to work on building customer sattgfacto deliver premium

loyal customers”.

Vijay Shrimali and Mehtab Kathwala (2068)n their study concluded
that the customers are very particular about thetysand security of their
funds and also about the popularity of the bankwhich they are securing
their funds. This loyalty has been seen to be noweards ATM services
while least towards fixed deposits. They also regubthat brand loyalty
exists amongst the customers in relation to bankstlzan be lost on account

of irresponsible employee behaviour and poor custdacilities.

Istavan Szuts and Zsolt Toth (2088¢xplain that while some retail
banks have been successful in implementing loyatbgrammes based on
products or services, the nature of retail bankiasgan argument for
establishing relationship based programmes instéacddition to providing
assistance in meeting cross-selling goals, a ogiship focus in loyalty
programmes can also preclude communication mistédasresult from one
product group within the bank not knowing the tmsue of a customer’s

total relationship with the bank.

Dhruv Grewal et al. (2008) have examined about building store
loyalty through service strategies. They admitteeé fact that customer
service represents a key element of retail stratégy maintaining a
sustainable competitive advantage, even duringcdlff economic times.
They have the opinion that the customers are bewpmore demanding
about the services they expect from retailers lwwitne and in person. In

light of the importance of customer service thehatg propose a frame work
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to refine insights into several retail strategy poments — such as availability
of service personnel, responsiveness to custonmssonalisation, pro-
activeness, and loyalty programmes. They conclud#ddthe remark that, the
retail strategies should generally accommodatspleeific retail format being

used (e.qg.. physical store, physical and onlinguoe online).

Sandra Rothenberger et al. (208&xplored the role of five drivers of
loyalty. They are customer usage level, serviceimy, service quality,
membership in the firm’s loyally programme and Saittion with complaint
handling. The effects of these drivers may diffar dustomers who complain
versus those who do not complain, as well as ftssfsad complainers versus
dissatisfied complainers. Testing the proposed isodéth customers of a
large airline, the authors found that satisfactatih complaint handling was
key to consumer recommendation of the service lterst The results of the
study revealed the importance of service qualitgy aarvice pricing as the
determinants of customer loyalty. They concludedhwthe finding that,
service quality and service pricing emerged aswleemost important drivers
of customer loyalty. The results of the study engted that the service firms
should incorporate appropriate value-based stede@d balance service
guality with service pricing when they hope to acguand retain customers

and thereby generate appropriate profits.

Heiner Evanschitzky et al. (2038)explored the dimension of
satisfaction in retail settings. To measure custosaisfaction, the usual
practice prevailing all over the world is to usaiagle global measurement
item. They are of the opinion that “instead of gsm global measurement
item, there should be separate measuring methodssadifferent fields. Such
global evaluation items are imperfect measuresatifaction in complex
settings. A retail setting contain multiple cueatthroduce diverse emotional

responses and have confirmation/disconfirmationeat$f on consumer
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expectations, measures of satisfaction in a retatting must measure
customer satisfaction for each pertinent dimensibthat retail setting. The

results from the study reported that different disiens of retail satisfaction

have differing impacts on overall satisfaction. fira managerial perspective,
the evaluation of different dimensions of satigtattprovides diagnostic

insights that are not possible with global measwksatisfaction. Results

show that consumers are not satisfied with stocesecand transactions in the
stores. The empirical results of the study dematestthat (a) consumer
satisfaction with retail stores has six key dimensj (b) the suggested
dimensions of retail satisfaction predict overaditisfaction, and (c) the

dimensions of retail satisfaction have a greatégcefon overall satisfaction

than SERVQUAL dimensions. They concluded with teenark that, the

predictive power of the dimensions of retail sairsion is still fairly low,

thereby requiring the necessity of academic rebdarthis direction”.

Xiaoyun Han, Robert J. Kwortnik Jr. and Chunxiao ngyg20085°
derived a model that links dimensions of custorogalty such as cognitive,
affective, intention and behavioural with a systemdeterminants. They
highlight the complexity of service loyalty and timeed to measure and
manage more than just satisfaction. They proposed key loyalty
determinants such as customer satisfaction, conmenitnservice fairness,
service quality, trust and commercial friendshim their opinion attention
should be paid to each of the constructs becaude isluences the loyalty

response.

Aida Mimouni-Chaabane and Pierre Volle (208@)vestigate various
perceived benefits of loyalty programmes using dtirbenefit framework
based on utilitarian, hedonic, and relationshieréiture. In their opinion the
five dimensions of perceived benefits such as nagetavings, exploration,

entertainment, recognition, and social benefitsehahfferent impacts on
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satisfaction with the programme, loyalty to the greonme, and perceived
relationship investment of the firm. This studypnesents a step forward in
understanding how perceived relationship investsjerthrough loyalty
programmes, affect the relational performance effihm (i.e., satisfaction,

trust, and commitment), as well as potential pusehaehaviours.

Nelson Oly Ndubisi, et.al (2008)analysed the relationship marketing,
customer satisfaction and customer loyalty fronAam@n perspective. In their
opinion, by building quality relationships with ¢amers, based on effective
communication and conflict handling, practicing kautan satisfy customers
better than competitors and in turn keep them Idgglfurnishing timely and
reliable information, useful information on new\dees, communicating and
fulfilling promises, and giving accurate informatjaccustomer satisfaction can
be attained. Customer satisfaction can also beeateli through proactive and
reactive conflict-handling mechanisms. By pre-enmgptpotential sources of
conflict banks can create customer satisfactioracReely, by ensuring that
manifest problems are discussed openly and sokutaffered that would
eliminate or minimize customer losses and incoremees, banks can also

deliver customer satisfaction.

Alina Filip and Laurentiu-Dan Anghel (2009)explain the customer
loyalty and its determinants in a banking service®nment. They state that
customers remain in relationships with banks du¢hto existence of both
favourable attitudes or positive motivations andstrmaint factors or inertia.
They observe that the level of loyalty stated bgtomers is supported not
only by the level of satisfaction, but also by tast like bank’s attitude
towards its own customers, the level of customestttoward the organisation
or its employees in ensuring the financial intesesdtclients, and also by the
level of customer commitment. They also point that, in majority cases,
customer switching behaviour is determined by thighhlevel of

dissatisfaction toward the bank's policy of price.
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Sandip Ghosh Hazra and Dr.Kailash B.L. Srivastg2809)?
examined the strength of association among thecgeguality perception and
customer satisfaction, customer loyalty and custos@mmmitment. The
results show that customers value four dimensiohgperceived service
guality: assurance-empathy, tangibles, securityrefidbility. All the above
dimensions of service quality tend to have a strangact on customer
satisfaction depending on the quality of perforneandhe results also shows
significant differences between public and privegetor banks with regard to
customer satisfaction, commitment and two dimerssioh loyalty namely,
loyalty to company and willingness to pay. Thehau$ suggest that public
sector banks should focus on assurance-empathgibles and the private

sector should focus on providing reliable services.

Leslier M. etal. (2016f emphasized the importance of ethical
reputation for firms operating in today’'s compettienvironment. Ethical
reputation can be a badge of honour cloaking ttme fin a favourable light.
For buyers, firm’s ethical reputation provides thassurance that dealings are
above board thus making these suppliers desirabindéss partners to
conduct business. While both the customer andithes funderstand the need
for the continued relationship, buyers often arenceoned about the
appearance of impropriety with respect to acceptgiffs and special
treatments particularly if the firm has a questldeaethical reputation. This is
because lack of ethics can breed suspicion ab@plistis motives as well as
make them wary about associating themselves wihstipplier. When the
suppliers’ ethical reputation is high, buyers trtls¢ supplier to be above
board and inducements are seen as token of apjwacihus strengthening
the commitment to the supplier. In their opinitistpositive attitude of the

buyers will help the suppliers to develop loyalty.
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Monica Bedi (2010} investigated about the relationship between
service quality, overall customer satisfaction amehavioural intentions
across public and private banks in India. The hgdiindicated that service
guality is a significant determinant of custometissaction in Indian banking
industry irrespective of public and private sectmnks. The study also
revealed the existence of seven-quality dimenstbas influence customer
satisfaction in Indian banking sector. The resulith respect to customer
perception suggest that the service offered byapgigector banks has a more
favourable influence on actual perceptions of senguality received than in
the case with the service from banks in the pubBctor. The evidence
suggests that banks in the public sector do noag®ithe factors influencing
guality perception as well as banks in the prissetor, and hence the lower
level of perceived service quality received. Thedgt concluded with the
suggestion that banks should look carefully at eawgé of the dimensions
where customers perceive receiving a differentiserthan expected and
consider the extent to which they should work diuancing expectations or
both.

2.3. Relationship Marketing

Christian Gronroos (199%)observed that the globalization of business
and the evolving recognition of the importance abktomer retention and
market economies and of customer relationship eow®s among other
trends, reinforce the change in mainstream mangetinin his opinion
marketing mix management with its four Ps is reaghhe end of the road as
a universal marketing approach and relationshipgketarg will develop as a
new approach to managing marketing problems, t@rosgng the firm for

marketing, and to other areas as well.

Jagdish N. Sheth and Atul Parvatiyar (1994jaced the history of

marketing practices and illustrated how the adw#nmass production, the
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emergence of middlemen, and the separation of tioeluper from the
consumer in the Industrial era led to a transaatiéomcus of marketing. Now,
due to technological advances, direct marketingsteging a comeback,
leading to a relationship orientation. The authoomtended that with the
evolution of Relationship Marketing, the hithertcominent exchange
paradigm of marketing will be insufficient to expiahe growing marketing
phenomena of collaborative involvement of customiarsthe production
process. An alternate paradigm of marketing needset developed that is
more process rather than outcome oriented, and &sig@s value creation

rather than value distribution.

Robert M. Morgan and Shelby D. Hunt (19Y4xplore the nature of
relationship marketing, its conceptualization, feramd requisites for success.
They develop a model of relationship marketing witklationship
commitment and trust as key mediating variableshe Tommitment-trust
theory maintains that those networks characterizeg relationship
commitment and trust engender cooperation in amdito acquiescence a
reduced tendency to leave the network. It will @eafirms and their
networks to enjoy sustainable competitive advargameer their rivals and

their networks in the global market place.

Inge Geyskens et al. (1998examined the joint impact of the dealer's
perceptions of the channel interdependence steicamd its trust in the
supplier on affective and calculative commitmentThey opined that
depending on the type of commitment examined, tlegmtude and the
direction of the effects of trust and interdeperu#estructure may differ
depending on the type of commitment. Calculativencatment is affected
more strongly by the interdependence structurehef relationship than is
affective commitment, while trust has a strongefeaf on affective

commitment than calculative commitment. They swstg that those
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managing channel relationships should stronglyivatk the affective over
the calculative commitment. Building trust shoulierefore be of higher

importance than altering the dependence structure.

Soonkwan Hong and Yong J. Wang (208®@pserve that relationship
marketing may become a more powerful tool if therafnentioned concerns
can be addressed by the lines of research. Fespité the versatility of the
relationship marketing paradigm, it has to be remered in terms of its
application to different contexts. In particulaifferences between network-
based (interorganisational) and market-based (eoestirm) relationships
must be revealed so that more appropriate condeatians and measures
can be elaborated for both research streams. ker eodaccomplish this, the
similarities and differences between consumer-finglationships and
organisational relationships should be investigatadlight of current
advances in technology. Second, consumers' tedficalo opportunism
should be explored further because of the prospgeatidepth explanation of
the dynamics between tech-savvy consumers and ngispo companies.
Lastly, relationship synergy, an apparatus thatreptace transaction-specific
assets and hold parties in relationships, needset@onceptualized. The
authors argue that the success of relationship etiatk seems

disproportionately dependent upon these attempts.

Line Ricard and Jean Perrien (1999)entify both explanatory and
normative factors of relationship marketing and itsuccessful
implementation. In their opinion the main continggriactors are related to
salesperson’s knowledge of the customer, the existef an atmosphere of
trust and, the presence of a customer-orientedureulin the supplier
company. Dimensions of relationships important felationship marketing
are relationship length, the customer’s abilityatapt within the relationship,

as well as the perceived fairness of the relatipnsdnd this is reflected in
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findings where durability, adaptability, and equitgxplain supplier

performance as measured by their client’s satisfacnd recommendations.
The authors confirm that the relationship appraachgreat deal more than a
way of selling and it represents a strategic chewith serious managerial

implications.

Lawrie Drysdale (1999 opined that there are three key messages that
relationships marketing can offer a school suchbagd and maintain
relationships over the long term, pay as much atterto keeping current
customer as to attracting new customers and fimallpgnise that there are a
number of markets which require attention. Theéhautlso opined that the
school administrators should recognise that relahgps marketing is not just
the domain of an individual, small group or comeettwithin the school, but
is everybody’s business. The most effective frometdtionships marketing is
where there is a culture of respect and concern biwiding genuine

relationships where the needs of people becomeroanat.

Isabelle Prim (1999F in her paper analysed the service quality and
service encounters through relational norms. Sheedpthat the directors or
treasurers of companies often recognize that th&itionship is with the bank
account manager, rather than with the bank. Thteasreason why the role
played by the service provider as the individuabwiianages the relationship
between the firm and the buyer is of special imgoaee. She tried to analyse
long-term relationships through a new framework ¢et a better
understanding of how customers evaluate servicétguservice encounters,
and on how they decide whether or not to re-paterlhe study also aimed
to extend and develop the understanding of semyicdity perceptions and
development. The content analysis as well as thesideration of the
literature has allowed the researchers to builce@erpl framework for the

long-term relationship. In this framework, the seevencounter is, for the
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first time, presented as a mediator. The serviceowmer mediates the
relationship between price, products, and compstitand the evaluation of
the relationship which in turn determines whethenat the customer remains

in the relationship.

Patricia Sorce (2002 conducted a study to understand the impact of
relationship marketing strategy on the demand éistamized communication
through printing. An exploratory study was conddctey the author to
determine customers’ preferences for common relahipp marketing tactics
such as receiving mail from businesses they paegmjetting e-mail notices
of sales, joining frequent buyer programmes, angl ofscustomer service
phone lines. The results indicated that cataloguesdirect marketing were
viewed very favourably by the respondents. Comrakm-mail messages
were viewed somewhat less favourably. There wasmogh level of interest
in frequent buyer programmes. A factor analysiseaded that these
preferences combined to form four dimensions reprisg the different
forms of media to communicate with customers: pdntmail, e-malil,
telemarketing, and face-to-face service. The autipined that relationship
marketing strategies will be successful if customesmmunication

preferences are part of the customer profile dawbéa firm.

Richard W. Brookes et al. (2004)nvestigated about the perception of
managers towards the impact of information techgwlon contemporary
marketing practices. They are of the opinion thdhe* Information
technologies (ITs) are increasingly seen as waysot just improve current
marketing practices, but to enhance or even tramstbem, thereby creating
new avenues for relationship building. Howevesgggch in this area tends to
show a cautious approach to the adoption of new $lish as IT-enabled
interactivity, where the emphasis is on ITs thainfeece the current

marketing situation and practices. In their pagbey studied about the
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combined cognitive-affective perceptions of middemanagers towards the
roles that IT-enabled interactivity, in particulfaigve on their organisational
and marketing practices, including relationshiplding. The results of the
study revealed that no one view prevails in thetrea. For some firms, the
Internet may have changed everything; for some aly rhe a tool and a
channel; for others, IT-enabled interactivity magan that while the “rules of
the game” are changed, the context is critical. Stuely showed that only a
small proportion of firms consider themselves tchiggh users of technology,
and few see themselves as having reached a highel of IT-enabled
business transformation. The managers in theirysiuete able to categorize
their own firm’s investments in ITs according t@tthree categories such as,
the organisation’s intent for ITs, the nature andppse of IT investment, and
organisational characteristics change for eachgoay¢. The results of the
study revealed that most companies are currently jumping on the
bandwagon of information technology transformatidhe firms are cautious
in their investments in Information Technology. heTfindings of the study
have important managerial and theoretical imploragi for developments in

internal and external relationship marketing, anange management.

Manfred Bruhn and Astrid Frommeyer (2084)evaluated about
antecedents and consequences of customer satsfactia business-to-
business environment to identify the developmentetdtionship marketing
over time. “Long-term customer relationships aregoéater importance to
companies. It is therefore essential to identifyd aanalyse the relevant
constructs in order to manage such relationshipgyTdeveloped a model
based on a project involving an IT service providerthe business-to-
business sector. It describes the measurement stbroar satisfaction its
antecedents and consequences that are approprate &ffective control and
management of relationship marketing”. The studgoaknalysed the

development of customer satisfaction, its antecsdand consequences over
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time and during the course of the customer relatignlife cycle. The study
revealed that a customer relationship managemdéoitt ehust address each
customer or customer group differently in ordethtndle the special needs
inherent in the various groups. “To manage custamlationships one has the
option to apply these factors to direct customésfeection and retention. The
measurement of customer satisfaction and reteeinables the identification
of actions to improve the company’s capabilitiesptovide services. The
study suggests that an action portfolio can beldped to determine the need
for measures and as a guide to the initial diractibinstrument strategies in
the future. Therefore, in order to generate satigfa to a significant extent, it
is particularly important for IT service companiasthe business-to-business
sector to have a suitable degree of empathy sugpied by a comprehensive
offer of core services for its customers. They gemted out that, emphasis
should also be placed on the equally significate ai dialogue, especially
when designing relationship management efforts etady at customer

retention”.

Keith MacMillan, Kevin Money, Arthur Money and St&vDowning
(2004)° explain the application of commitment-trust theasf relationship
marketing in the not-for-profit sector. They deymtd measures for the
antecedents of both commitment and trust and figsitoutcomes. In the NPO
context, these outcomes would be: Acquiescenceddigeee to which a funder
accepts or adheres to the NPO's requests. Propeasieave: the perceived
likelihood that the funder will leave the NPO redaship in the (reasonably)
near future. Cooperation: the NPO and the fundekivg together to achieve
mutual goals. Functional conflict: relates to hoispdtes are resolved, whether
amicably and responsibly, or negatively, i.e., dygstionally. Decision-making
uncertainty: the extent to which the funder hasughoinformation to make key
decisions, can predict the consequences of thessi@es, and has confidence in

those decisions. The model further explains 52%th& variance in the
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commitment of funders to continue funding a NPtigh the key constructs of
nonmaterial benefits and shared values. NPOs wthidefore, be well advised
to engage in strategies that develop nonmateriagfiis, since it is this factor

that is the major driver of commitment.

Lisa O'Malley and Andrea Prothero (2004)resent an empirical
study of UK consumers’ perceptions and experierafetheir relationships
with commercial firms. They consider how the nelaal strategies pursued
by organisations have led to a deterioration ofscomers trust. They suggest
that relationship marketing has had the uninteratgdequence of increasing
consumer distrust of organisations’ activities amdtives. Relationship
marketing may have failed in promoting a more pesitmage for marketing.
While it is demonstrably simple to appropriate tielsal language to convey
cooperation, mutuality, and trust between a firrd &s consumers, delivering
on such promises is difficult, particularly in amveonment where

shareholder demands and profit maximization drivaress.

Leo Y.M. Sin et. al (2008 describe the conceptual and measurement
iIssues related to the study of relationship manketrientation (RMO). It first
reviews the concept of relationship marketing daéan and its important
components. It then reports on the construction@ythometric assessment
of a measure of relationship marketing orientat®ix. multi item scales are
developed by them showing strong evidence of rdiligland validity in
samples from firms in Mainland China and Hong KoRgrther their analysis
provides evidence supporting scale invariance adtos two samples. They
claim that their study is the first one to provide comprehensive,
psychometrically sound, and operationally valid swea of a firm's

relationship marketing orientation.

Gopalkrishnan R. lyer et al. (2008)suggested the strategies for the

development of relationship equity in internatiomadrkets. They have the
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opinion that, one fundamental premise driving refaghip marketing theory
and practice is that a firm’s relationships with dustomers enhances their
satisfaction and loyalty to the firm and that slayalty contributes to higher
profitability for the firm. They suggested that agbnship equity can be
developed through both personal relationships amtsistent processes and
outcomes. The study concluded with the remark that managers must,
carefully examine their international context aatior relationship marketing
strategies to account for contextual differencégha& same time, they need to
be aware that relationship equity strategies ssfgkem one country may not
be easily portable to another country. Moreovee, $pecific emphasis on
relationship equity either the development of clpsesonal relationships or
development of trust in the firm’s value delivergeals to be matched to the

specific international context.

Bryan Lilly et.al (2007)° examined the effects of using customer
terminology (“customer” vs. “guest” vs. no languagen two loyalty
behaviours: commitment and repurchase intentiom. rBisults of their study
underline the importance of providing excellentvem. However, using
customer terminology did not significantly affectyalty. The implication is
that service firms may not gain the loyalty bersefitey seek when using non-
“customer” language. Another possibility is thatrfs gain benefits in some
other manner when using non-“customer” languageanmmng the language
effects something other than loyalty behaviourshusl organisations that
have adopted customer terminology as a relationsfapketing instrument

may not be realising their expected gains.

Daniel L. Sherrell and David Bejou (208%)onducted a study to
assess the connection between relationship magkeéind marketing
productivity. The primary conceptual linkage betwekese two topics lies in

the concepts of customer equity and brand equijat®nship marketing has
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begun to develop effective knowledge on how touiafice customer equity.
But the commonly used marketing productivity metrido not have the
capability to accurately value customer equity atdand equity.
Consequently, marketers’ ability to demonstratartkentributions to firm
performance is limited to indirect measures (esgtisfaction, commitment,
etc.). Finally, the authors provide a research dgéacused on issues that can
most effectively improve our knowledge of marketipgpductivity metrics

for relationship marketing efforts.

Robert P. Bush et al. (2067)examined the relationship marketing
research literature and identify three schoolshotight regarding relationship
marketing. The Inter-organisational, customer reteship, and customer
valuation research perspectives are described gmeésentative studies are
discussed. The predominant conceptual approachmasuticeting productivity
in the research literature are identified and dbedr The shareholder value
model is selected as the most useful conceptuaineinsork linking
relationship marketing and marketing productivityhe linking constructs of
customer equity and brand equity are identifiedthas critical conceptual
connections between relationship marketing and etexdx productivity.
Finally a research agenda is suggested by the mutlomvering both
conceptual and operational issues for further agraent of both relationship

marketing and marketing productivity.

Arun Sharma (2007 has evaluated the metrics of relationships, by
measuring satisfaction, loyalty and profitabilityrelational customers. In the
last two decades, it has been suggested that thketimg discipline is
undergoing a paradigm shift from a transactionakpective to a relational
perspective. At the same time, there has been &cdhe discipline to focus
on accurate measurement of the outcome of marketoityities. Extant

research in this area has predominantly examinegddles and profitability of
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relationships through customer life time analysrs examined attitudinal
measures such as satisfaction and loyalty. Theoauwttiempts to combine
both streams of research by examining the profitppisatisfaction and
probability of switching associated with transactibcustomers, relationship
customers (less than five years of relationshipyl aleep relationship
customers (more than five years of relationshiphnee business to business
industries. The results demonstrate the transadtionstomers are most
profitable followed by relationship and deep relaship customers. The
results also suggested that transactional custoweses more likely to switch
than deep relationship customers. But, the highbadstity of switching
would suggest that firms need to monitor their cosr behaviours. The
probability of switching was in the reverse direatiof profitability and there

were no difference in satisfaction measures.

Josee Bloemer and Gaby Odekerken-Schroder (Z0Bi7jheir study
tried to assess the psychological antecedents afurgly customer
relationships in a bank setting. They are of theiop that, “despite the
extant literature on customer relationships, it rescognized that the
psychological processes behicommitment and customer loyalty are still ill
understood. Therefore, the primary objective ofirtiseudy is to assess the
impact of three psychological antecedents (suchpasition involvement,
volitional choice and informational complexity) affective, calculative and
normative commitment to a bank. In turn, they assgésthe impact of an
individual difference variable (consumer relatiopsiproneness) on these
three psychological antecedents. And finally, tbesequences of affective,
calculative and normative commitment on loyaltgenms of word of mouth,
purchase intention, price insensitivity and complag. The results of this
study clearly show that affective commitment is theost important
determinant of word of mouth, purchase intentigmsce insensitivity and

complaining behaviour. Affective commitment dealghwhaving a sense of
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belongingness to the bank, being happy of beingisiomer of the bank,
feeling emotionally attached to the bank and feepart of the family of the
bank. Moreover, it deals with having a comfortabfel reliable relationship
with the bank. Improving these aspects of affecteenmitment exceeds a
positive influence on loyalty. A bank, therefordioald make sure that a
customer is treated as a true individual in whiod bank is really interested
and cares for. This can be achieved by, among sthetually personalizing
the communication efforts of the bank, and by simgwattachment and by
being of personal meaning to each and every indalicdustomer. In turn,
affective commitment can best be explained by mrsinvolvement. Finally,
the study shows the possible danger of the rolatmiulative commitment as
this has a negative impact on loyalty. Moreovedcwative commitment
seems to function as an exit barrier as long adénefits of the current bank

exceed the costs of switching”.

Maria Saaksjarvi et al. (2007)evaluated the different relationship
levels as predictors of customers commitment. Tgreposed “a relationship
continuum, in which the customer advances fromrmwaei relationship with a
product to having one with the firm, leading to eoitment towards the firm.
By targeting the right type of customers, relatlupsstrategies become
enhanced, and firms can recognize the motivatiamstomers have for
engaging in a relationship with them. The studyeeded that, relationships at
different levels require a different type of treatmy and should be nurtured
for relational tactics to be efficient. Customearsipassive relational mode do
not need to be catered to; they will contact tinen fif they need something.
Thereby, targeting these customers with relatidgaatics may backfire, as
they do not wish to be pushed into a relationsluip,bombarded with
marketing messages. There are customers who neaehn beyond this stage,
and do not wish to have intimate relationships raf kevel. They can be

compared with lifelong bachelors who never havedibgire to engage deeply
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into something or commit to one particular proddgtistomers in an active
relational mode already wish to have a deeper lelvgitimacy with the firm,

and would be open towards relational tactics andketimg messages. They
are happy if their preferences are known by tha,fand do not mind being
connected to it. To continue buying, they demarnmbmastantly high quality

and impeccable service. Finally, the most intingateup of customers can be
likened with firm champions, who prefer a firm’sopucts across different
brands to those of the competition. These customarg to be connected to
the firm, and take pride in doing so. However, firfmave to be careful in
reciprocating these customers. They should beewleas assets of the firm,
and cared and tendered for. If these customersadofeel that they are
privileged, they may leave, or even worse, beconama@nti-firm campaigner

who spreads negative word of mouth about the firm”.

Fang-Ming Hsu et al. (200%) analysed the causal relationship
framework of the relationship enhancement actisjtierelationship
commitment, and relationship learning. The studgppsed a framework
among relationship enhancement activities, relatigm commitment, and
relationship learning in the information industryhe study employed three-
dimension commitment to examine the causal relakign between
relationship enhancement activities and relatignséarning. Experimental
results also showed that regular associate aesviiad no link to affective
commitment.  Previous studies in relationship menkge found that
commitment was a mediating variable between reqdaociate activities and
retention. This study also determined that dissatiin of association
messages positively affected affective commitmant] was consistent with
organisational socialization. Furthermore, memb®d strong commitment
towards the organisation, if they were interestethe organisation’s culture,
goals, and so on. Notably, when associations igeretheir marketing

activities, they increase member commitment. Thihotlgis relationship,
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associations may promote learning. The results dstrated that regular
associate activities were not positively correlatgth affective commitment,

but it directly affected relationship memory. Figathe study also discovered
that marketing activities would enhance membershmitment and increase

members’ willingness to learning.

Joao F. Proenca et al. (2008ronducted a historical analysis of
relationship marketing. They discussed “the rootsl @ghe directions of
relationship marketing that were considered relevdheir origins, the
Industrial Marketing and Purchasing group (IMP) ra@gh to business
relationships, the Nordic approach to services timlahips and, the
managerial and Customer Relationship ManagementM{)CRpproach of
relationship marketing. They highlighted that thmubdaries of relationship
marketing as defined in contemporary literatureehéeen permeable and
elastic. Relationship marketing consists of a fragtad collection of different
approaches, partly independent partly overlappimgpired by different
theories, with a multitude of aggregation levelsl aeveral units of analysis.
They clarified the scope of this domain and presgr& number of critical
iIssues that remain unresolved. They tried to ansheiquestions such as, is
the concept of relationship marketing ubiquitousl @an it be applied to
every context? Are relationships alike whatever ket considered? Do
they describe the same phenomena or are theyaiiff@henomena resulting
from different contexts? etc. after a thorough aléston, they concluded that
the RM has reached a critical juncture. The his&dranalysis of the concept
shows that there are different underlying basesvammbus RM approaches.
These approaches are so discrepant that is difficidee any unification into
a “general theory of relationship marketing”. Thayalysed relationships in
industrial, services and consumer setting, and #éngyed that the application
of the concept to consumer markets requires cack maay not entirely

appropriate in all contexts. They further continubet, it is possible to
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database market direct mail to consumers, but oesessarily mean that all
consumers desire to establish relationships wigir supplier? And does this
truly constitute a genuine “relationship™? Or isstlonly in the mind of the

seller? Is the traditional interpersonal concepboiyhapplicable? What are
the basic relationships behind relationship mankgti Their study revealed
that there are still many questions unansweredwDgaon research from

industrial, services and consumer marketing, theyelpresented a historical
analysis and a discussion about RM, a conceptrépaesents only a part of a

broader issue: relationships”.

J S Prasad and A R Aryasri (2008examines the influence of
relationship marketing attributes such as trustpmament, communication,
empathy, and conflict handling on attitudinal outss like relationship
quality and behavioural outcomes like customer llgyom an empirical
analysis in the context of changing trends of foethiling in India. They
observe that focusing on trust, commitment, comeation and empathy,
modern retail outlets likely to nurture quality aebnships and retain
customer loyalty and commitment and trust driveatiehship quality and

customer loyalty more than the rest.

Arun Sharma (2008 has the opinion that the relationship marketing
has traditionally emphasized individual relatiopshiwith customers. He
enquired about the response of the firm to the otnsts who do not
contribute relationships through their conscioud anconscious behaviours.
Catering to customers who do not contribute toti@tghips increases a
firm’s financial, customer service, and employestsoHe concluded with the
suggestion that firms should undertake customemiention for customers
who do not contribute to relationships and look saparating customer
segments, increasing prices for certain customdiviges, outsourcing

customers, or even firing customers. He conclud@l the suggestion that
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the firm should undertake customer interventionoclhwill lead to enhanced

customer service and profitability.

Robert W. Palmatier et al. (2009)assessed the role of customer
gratitude in relationship marketing. Most of theedhes in relationship
marketing emphasize the role of trust and commitmen affecting
performance outcomes; however, a recent meta-asahdicates that other
mediating mechanisms are at work. The authors etudbout the role of
customer gratitude in relationship marketing. Tlattonship marketing
investments generate short-term feelings of gi@ditthat drive long-lasting
performance benefits based on gratitude-relategbremal behaviours. The
authors identified a set of managerially relevactdrs and tested their power
to alter customer perceptions of relationship mimige investments to
increase customer gratitude, which can make relship marketing
programmes more effective. They concluded withfthding that gratitude
plays an important role in understanding how refehip marketing
iInvestments increase purchase intentions, salestlyr@and market share of

the organisations.

Victor Danciu (2009 evaluated the opportunities in marketing for the
improvement of the performances of the bankingitutstns. His research
pointed out that “the banks should practice refeiop marketing rather than
transaction marketing. He has also worked out anplamented a model
which shows the particulars of the operations iergwstage of the lifecycle of
the relationship between the bank and the custoagr.means of this
theoretical model he has identified the curreniagibn of the relationship
between the local banks and their customers. As#me time he suggested
some ways for the improvement of this relationshighin the framework
created by the objectives of attraction and manmgi of the banking

customers. He pointed out that the attraction apeé@ally maintaining of the
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customers depends on the new philosophy concethea@pigher satisfaction
of the banking customer. This new philosophy hagpeted the
improvement of the relationship between the bank #ye customer within
the relationship life cycle. He has analysed tHetieship development in
two stages. Firstly, he pointed out the charadierand the current situation
of the relationship banks have with their custom&escondly, he suggested
some improvement means. The customers should beaorasset of the bank
the value of which depends on their satisfactionthis way, both partners
could obtain high advantages throughout the etifeecycle of the mutual
relationship. He concluded with the remark thathibeking customer should
be understood, differentiated, selected and a oussa offer for him under
the form of a specific customer marketing mix skiooé developed. Such an
approach offers the banking institutions a big oppuoty for using the
marketing as an important tool for their marketlg@hieving by increasing

customer satisfaction and delivered value”.

Yang Gregoire, Thomas M. Tripp and Renaud LegouR0%¥?
analyse the effects of time and relationship stiter@n the evolution of
customer revenge and avoidance in online publicptaimng contexts. The
authors examine whether online complainers holdradge—in terms of
revenge and avoidance desires-over time. Theythattime affects the two
desires differently. The authors examine the matimr effect of a strong
relationship on how customers hold this grudge.eyTfind that firm’'s best
customers have the longest unfavourable reacti@pecifically, over time,
the revenge of strong-relationship customers deeseaore slowly and their
avoidance increases more rapidly than that of webdttonship customers.
The authors explore a solution to attenuate thieadgng effect-namely, the
firm offering an apology and compensation after taine complaint.
Overall, the authors find that strong-relationshtpstomers are more

amenable to any level of recovery attempt.
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Nagasimha Kanagal (2008) analysed the role of relationship
marketing in competitive marketing strategy. Inhaw's opinion the role of
relationship marketing in competitive marketingastgy includes: guide
moments of truth, improve profitability, build paering, address ‘Customer
Better’, buy in of customer attention, protect eimoal well being,
understand consumer psyche and build trust withoouer. Relationship
marketing is a tool of furthering the customer ustending and interactive
processes. Relationship marketing outputs cankhbussefully used, as inputs
in product design and development, want identiiicgt improving selling
systems, pricing strategies. It is one of the sugpto systematic action

setting in competitive marketing strategy.

Parimal Bhagat (2008)has analysed the relationship development by
tracking the formation of relationship commitment a controlled setting.
Conventional wisdom would suggest that the processrelationship
development can be assessed only over long pefit@. This study tries to
capture the dynamics of relationship developmemr @ very short period
and after only a few interpersonal interactionse Tiifluence of attitudinal
trust, subjective norms, and intrinsic commitment a relationship on
relationship strength is studied here. The resntticate that the initial level
of the strength of the relationship was dependenthe baseline attitudinal
trust and subjective norms of the partner. The esgiosnt (interim) measures
of the variables were dependent on the prior adtus. Finally, the level of
commitment at the end of the experiment was depenale earlier levels of
relationship strength and commitment. The studyckates with the result
that the formation of trust and commitment in rielaship development can
take place over a short period of time and infleentbe outcomes of

negotiations. Buyers and sellers should take eactact seriously.

57



Mustafa Karadeniz (201%)analysed the role of relationship marketing
approach to constitute customer and brand loyaltyetailing management.
He observed that fast changing competitive feataredorcing business firms
to find more creative and flexible means for drgyinompetition. In his
opinion the importance of product based approachviaaished and instead,
customer based approach became more importantjngyes new era with
customer satisfaction. Companies started to dpvdifferent strategies to
gain loyal customers by customer focused markesingtegies which give

importance to customer satisfaction and brand.

Oana Preda et al. (20£0pvaluated about the relationship banking
marketing in Romania. They opined that “the transtation of the European
Union in accordance with the objectives proposedhayLisbon strategy in
the most competitive and dynamic economy based rmwledge, able to
provide jobs, sustainable development and enswegl cohesion, involved
the development of various institutions of persea relationships with
customers aiming for their loyalty. It shapes suehlationship marketing
which has the main purpose to develop long termticgiships with the
clients in order to retain them and therefore attraew ones. The study
confirmed that, Marketing has had a phenomenalutionl, by passing from
trade to relation. This implies a careful and canstmonitoring of clients’
preferences expressed by customers’ buyer behawouar the buying
evolution in time, to properly understand how custos perceive and
individualize any inconveniences before interrugtiany relation with the
bank. The study revealed that, in Piraeus Banks#etional marketing is
based on a linear process and market survey thmerafopersonalizes
customer needs, market segmentation surveys arketmawsitioning of the
existing supply, while relationship marketing issed on a circular process ,
meaning to the customers’ individualization, builglitheir awareness of the

bank value for gaining customers’ loyalty. Tranga@l marketing in Piraeus
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Bank involves several indicators such as bank velwisales, bank market
share, the strong investment in the developmenéxidting products and
launching other new products, while relationshigkating is based on other
indicators such as customer-centred value, th&yatwl convince customer to
buy more banking products together with an intemgiemmunication with

the customer. The study concludes that, to achiee®e objectives relational
marketing, Piraeus Bank is willing to maintain acerpremium on most
products and manages to reduce costs by keepingustdmers in order to
attract new ones therefore being cost efficiennddiés of using relationship
marketing at Piraeus Bank: both customers and #m& employees become
more satisfied with the quality of service, maintasld clients’ loyalty

because of the strong personal relation with bahdk,clients become true
promoters of the bank because they have experiemcan excellent way

their services and on the long term they becamegpd&iraeus Bank family”.

Habibollah Doaei et al (201%)investigated about the Relationship
Marketing (RM) tactics impacts on loyalty due tol&®@nship Quality (RQ).
“The Relationship Marketing tactics under invediiga were tangible
reward, interpersonal communication, preferentehtiment, and direct mail.
The result of the study indicated that, among usaclics, preferential
treatment tactic had not significant influence omld®onship Quality,
thereupon, it can be concluded that Relationshi@liQu variable don’t
perform a mediating role. Moreover, a refined ustierding was provided for
cognizing interplay between organisation and custsrdue to implement the
Relationship Marketing tactics. The study reveakbat the nature of
relational system is sensible and obvious on manage and customer
attitudes and, moreover, a manager not only witl meglect but also will
have positive viewpoint about relationship issueniarketing. The data from
this research showed that, the Relationship Qudidynot play essential role

to create a loyal customer and the Relationship ktarg tactics have
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influence on loyalty several times as much as Relahip Quality does. It
indicates that using the factors of motivating laagreat effect in retaining a
customer and creating a loyalty in competitive emwvnents such as
Insurance Institute. Because the Relationship Mangetactics will be
identified and presented rapidly by rivals, therefgositive potential of this
tactics do not is perpetual; thus, prospect is thest factor will convert to
motivating factor after a while. A customer reactshangeable factors such
as price, service quality and quantity, advertisgimenage and so on; thus,
will be acquainted by communicating with one anothend other
representations. Therefore, the creation and opdition of Relationship
Quality concept rapidly and accurately is necessaryther words, only by
identifying valid factors to create and keep a lay@sumer, a company will

impart from the Relationship Quality effects”.

2.4. Relationship Quality

Shankar Ganesan (198%)observed that long-term orientation in a
buyer/seller relationship is a function of two méactors: mutual dependence
and the extent to which they trust one anotherhidropinion dependence and
trust are related to environmental uncertainty, nsa&tion-specific
investments, reputation, and satisfaction in a bag#er relationship. The
results of his study indicated that trust and ddpene play key roles in
determining the long-term orientation of both rebaiyers and their vendors.
The results also indicated that both similarities! aifferences exist across
retailers and vendors with respect to the effettsegeral variables on long-

term orientation, dependence, and trust.

Kaj Storback et al (199%) observed the dynamics of relationship
guality for managing customer relationships forfirdt is said that service
quality has a positive correlation with satisfaatievhich in turn would lead

to increased purchase loyalty. They have the opithat “there is a lack of
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studies investigating customer relationship ecomemi.e. the link between
perception measures (service quality, satisfactiotentions) and action
measures (purchase loyalty, purchase volume, wbndenith behaviour and
long term customer relationship profitability). Tharpose of the article is to
discuss factors affecting customer relationshipneatcs and customer
profitability in light of the current service quliand customer satisfaction
paradigm. They have pursued such a dynamic reitiprquality perspective
by linking together the concepts of service qualtystomer satisfaction,
relationship strength, relationship longevity amdhtionship profitability as
well as related constructs. The study serves mambd purposes. First, it
adds the dynamic perspective to service qualitycivimas been called for by
service quality and customer satisfaction reseasclfier some time now.
Second, it ties service management and its nofigeieived service quality
to relationship marketing. This is an importantpstbecause as successful
relationship marketing to a large extent dependghercapability of firms of
adding value, through various types of servicgh&core solutions offered to
customers and clients, a relationship marketingatefyy cannot be

implemented without a thorough understanding ofisermanagement”.

Thorsten Hennig-Thurau and Alexander K{@897)° opined that “the
customer satisfaction with a company’s productsewices is often seen as
the key to a company’s success and long-term cotiveeiess. In the context
of relationship marketing, customer satisfactioroften viewed as a central
determinant of customer retention. The few emglirinaestigations in this
area indicated that a direct relationship betwéesd constructs is weak or
even nonexistent. The overall purpose of theirclatiis to develop a
conceptual foundation for investigating the customaention process, with
the use of the concepts of customer satisfactionralationship quality. They
critically examined the satisfaction—retention telaship, and the

development of a more comprehensive view of thetooosr's quality
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perception. A conceptual model has been presentdédddm which postulate
that the relationship between satisfaction andornet retention is moderated
by the ‘relationship qualitytonstruct and must be interpreted as ‘nonlinear’.
Relationship quality has been introduced as a ttdm@ensional variable that
incorporates the customer’s product- or servicateel quality perception, the
customer’s trust, and his or her relationship commant. Furthermore, they
suggested that the traditional understanding of dltomer’s product- or
service-related quality perception must be broaddoe three aspects such
as, (a) A competition-related perspective must daed, (b) The customer’s
level of involvement has to be considered and (@ Guality construct has to
be differentiated on the basis of changes of thstocoer’s internal
expectation standard. They concluded with the hiha@, the conceptual
model of the satisfaction—retention link presernigdthem can be used as a
theoretical basis for the development of approeristeasurement designs.
This may also enable researchers as well as mesketdeliver more realistic

estimations of the impact of satisfaction on cusgtoretention”.

Achim Walter, Thilo A. Muller, Gabriele Helfert anthomas Ritter
(2003)* provide “a thorough conceptualization of relatiopshuality and its
possible antecedents, i.e., the direct and inditeuttions of the relationship
for the customer. They found empirical evidence tha supplier’s fulfilment
of direct and indirect relationship functions foetcustomer definitely matters
for the customer’s perception of relationship dqyalfrhe more a customer
finds a given supplier to fulfil direct functiongke reducing purchasing costs,
delivering quality, covering a large volume or segvas a safeguard, as well
as indirect functions, like gaining access to tharkat by the supplier
relationship, using the supplier's information hasespiring innovation
through the supplier or simply enjoying the sobiahefits of the relationship,
the higher he or she will perceive the quality Ik trelationship. Perceived

guality depends on functional inputs”.
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Carmen Lages et al. (2005)¥developed a new measurement scale (the
RELQUAL scale) to assess the degree of relationghiglity between the
exporting firm and the importer. In an exportingtieg, relationship quality
refers to relationships developed beyond nationalndaries. In an
increasingly competitive global arena, exportingnB have to invest in
relationships with their importers to ensure eftectand profitable actions.
Unlike relationships in the domestic market, relaships developed with
partners in foreign markets are influenced to éhéigdegree by dissimilar
cultural, economic and other environmental factofhey presented
relationship quality as a high-order concept. Fgdi of the study revealed
that a better quality of the relationship resufisai greater (1) amount of
information sharing, (2) communication quality, (8hg-term orientation, as
well as (4) satisfaction with the relationship. Tfoar multi-item scales show
strong evidence of reliability as well as conveigediscriminant and
nomological validity in a sample of British expogeThe study also revealed
that relationship quality is positively and sigo#ntly associated with export
performance”.

Timothy L. Keiningham et al. (2006) examined the various
approaches to measurement and management of custoalee.
“Determining and managing customer lifetime valgeone of the most
important strategic objectives of companies. Thehods reviewed in the
study include RFM and total revenue approachesfteréntiating the value
of customers. Although these methods have reladsantages, they have
serious drawbacks that limit the ability of managén accurately assess
customer value. They also proposed an alternatodehfor the measurement
and management of customer value. Customers arpréeeninent assets of
any firm: the source of all profits. They opine@thunfortunately, most of a

firm’s customers do not produce an acceptable ohteeturn. Therefore,
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knowing which customers represent the best assetset firm is critical to

effective strategy development, and ultimately taxmmizing profitability.

Customer lifetime value (CLV) analysis provides tbetical metric for

correctly identifying a company’s best customers. such, CLV provides
managers with the requisite information to enstied their efforts to attract
and retain customers pay real dividends. It is irtgod to recognize that the
methods for calculating CLV will continue to evolyeecoming ever more
precise). But the current state of CLV analysiserdf managers an
unprecedented opportunity to fulfil the fundamermadl of all businesses: to
satisfy customer needs and wants at a profit. Toegluded with the remark
that, by understanding customers’ potential lifetimalue, firms can nurture
profitable, long-term relationships with custombysproviding them with the

level of service that they truly believe are wonthat they are willing to pay”.

Yany Gregoire andRobert J. Fisher (2008)investigated about the
effects of relationship quality on customers’ desito retaliate after service
failures. They posit that the effects of RQ aretcment upon the attributions
customers make about the firm’s controllability peeservice failure. Two
competing hypotheses were examined and recondileel.hypotheses were
“love is blind” hypothesis and “love becomes halg/pothesis. The study
revealed that, the *“love is blind” hypothesis p®sithat when low
controllability is inferred, high RQ customers expace a lesser desire for
retaliation than low RQ customers. On the otherdhdhe “love becomes
hate” hypothesis specifies that when high contodity is inferred, high RQ

customers experience a greater desire for retafidian low RQ customers.

Papassapa Rauyruen and Kenneth E. Miller (ZB@8pvide a picture
of how relationship quality can influence custorimalty in the business-to-
business (B2B) context. They propose relationsflity as a higher

construct comprising trust, commitment, satisfactiand service quality.
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They believe that these dimensions of relationsiuglity can reasonably
explain the influence of overall relationship qtalon customer loyalty. In

addition, their study provides more insightful exmhtions of the influence of
relationship quality on customer loyalty throughotéevels of relationship

guality: relationship quality with employees of thepplier and relationship
quality with the supplier itself as a whole. Theyggest that a supplier should
put its efforts into enhancing customer satisfactmd designing excellent
service systems in order for the customer to maksirtuing purchases or
stay with the supplier. They also observe thatlaist and commitment

factors that the customers might have with the eyg#s do not play a

significant in enhancing their loyalty to the suppl

David L. Jones et.al (200/?)conducted a study that took a new look,
with newly developed scales, at the antecedents @nsequences of
relationship quality in the hotel service enviromint shed new light on the
factors hotels have to deal with to achieve thdijective of satisfied and
loyal customers. Using a structural equation mat&las determined that the
tangible and intangible factors of perceived valtimeliness, and hotel
facilities are antecedents of hotel quality. Hajeklity, subsequently, is a
determinant of both customer satisfaction and lyyal The authors also

analysed that customer satisfaction is not a gueeasf customer loyalty.

Kim-Shyan Fam et al. (2008)evaluated the agency client relationship
factors across different life-cycle stages. “When mdividual or an
organisation employs an advertising agency to fassis undertaking
promotional activities, a number of factors areoiwed to ensure that the
agency-client relationship runs smoothly. However,the advertiser, as the
relationship develops there can be changes indést toward the advertising
agency. They analysed the responses advertiseasdieg different elements

in the advertising agency-client relationship awthpares them across four
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stages in the agency-client life cycle, such gsin@eption, (b) Development,
(c) Maintenance, and (d) Dissolution. The resuftshe study provide some
implications to assist in the understanding of ageslient relationships at
different times of the life cycle”. The results iodte that the people factor as
the primary criterion for agency selection. The dgtufound that for
successfully working with an agency, trust, honesiyd commitment are
conducive to build a long-term relationship. Whewrrelating with
relationship cycle, they found that trust, honestyd commitment are more
valued by clients during the "Development” and "Manance" stages. At the
Dissolution stage, the forces such as, ClosenessdiBg, and Client

Dependence (or rather, the lack of it), drivestreteship failure.

Ryan Keams and Neil Hair (2008)examined “the perceptions of
consumers' relationships with commercial orgarosati in electronic
environments. Perceptions of a range of commontrel@c business-to-
consumer internet retailers were examined usingooe construct theory
operationalised by means-end chain analysis. Tappeoaches have a long
tradition of being used to identify personally mieagul constructs by tracing
the common attributes of their online experiencthheir consequences and
ultimately the personal values that they pertainTioe study reveals eight
major themes that conceptualize consumers' pet@eptientations of their
relationships with online retailers, they are: peadization, engagement and
experience, convenience, design or ease of usgwbrthiness, ability to
inform, reliability, and specificity or variety. Bhfindings bear witness
toward consumers' propensity to sustain relatigpsslonline based on site
attributes. By grouping consumers based on oriemsttoward various
attributes, marketers can enjoy a deeper undetismad individuals' needs
and desires and promote their sites and productzr@iagly. In addition, by
understanding how site attributes connect to pealsoonstructs, marketers

can tailor their sites to cater to certain percaptrientations. The study
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concluded with the remark that marketers must befghof consumers'
perceptions under various situational contexts amaintain a balance of

attributes to attract and retain customers whedsebange”.

Amanda Beatson et al (2008)nvestigated “relationship quality as a
multidimensional meta construct comprising thremehsions; satisfaction,
trust and commitment. The role of relationship gyain its nomological
network with service orientation as an antecedenstuct and consumers’
positive behavioural intentions, perceived switghaosts and activism as the
consequences were explored. The study revealedhbatervice orientation
affects relationship satisfaction and trust, andt tthe latter influences
satisfaction and commitment. In turn, satisfactioast and commitment have
a positive impact on positive behavioural intengiotrust a negative one on

activism, and commitment a positive one on peraeswitching costs”.

Kong Shin Yee (2008 discussed in his research work how
relationship quality can influence customer loyaityhe business-to-business
(B2B) context. The study proposed a theoreticain&aork of relationship
guality, customer perceived quality (using a madifGronroos’s model of bi-
dimensional service quality theory involving botmoguct and services
aspects) as antecedent of relationship qualitybarsthess loyalty as ultimate
dependent variable. The findings of the study ssggiat customer
satisfaction towards service provider can be impdoby focusing on their
perceived quality on both service and product. €quently, customer
loyalty and relationship quality can be enhancedifgreasing customer
satisfaction. Furthermore, his study reinforces bedief that relationship
satisfaction has an important role to play in thenafacturing environment. It
puts forward one possible causal explanation of ghsive link between

satisfaction and relationship.
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Vilte Auruskeviciene et al. (201%)tried to identify the dimensions of
relationship quality that enables professional ises/companies to establish
long-term relations with their clients and fostdrs loyalty of the client. The
findings of the study revealed that the three \deim such as, functional
guality, trust, and commitment have a significaffie& on IT services
customer loyalty. Technical quality does not hawgnificant impact on
customer loyalty. Furthermore regression analysigealed that functional
quality impact on customer loyalty is more impottaian trust and
commitment dimensions. The most important findimgnf this empirical
study is that functional quality is the most impmitt in building long-term
relationship with customers in a professional sErvimarket. Regression
analysis revealed the fact that communication &ffecess, social benefits
and special treatment benefits almost never pesjtinelates to client loyalty.
Regression analysis also revealed the fact thanieal quality of a service
has no positive impact on client loyalty. Whereasctional quality of service
has twice as strong impact on client loyalty if,ng@ared with trust and
commitment. They concluded with the comment that fimctional quality
construct is the most important in building longate relationship with

customers in a professional services market.

Jamil Bojei and Aryaty Alwie (2018} examined the relationship
between relationship quality and loyalty acrossviser types (Credence
services versus Experience Services). In their ystudlationship quality
dimensions consist of interpersonal factors (clesen communication,
communication quality and special care) and firctdes (commitment, trust
and satisfaction). The findings revealed that metethip quality influenced
the loyalty in both service types. Importantly, dimensions of relationship
quality have different magnitude of influence otat®nship quality in both
credence services and experience services; witmriatment” has the

strongest influence and “communication quality”the weakest dimension.

68



They summed up with their suggestion that, in dgvielg good relationship
guality, the service provider should focus on bbtim factors as well as

interpersonal factors.

Ching-Hsu Huang (201%) enquired about the impact of relationship
guality on customer loyalty. The purpose of hisdgtis to provide a casual
model to explain the effect of relationship qualiiy customer loyalty via
mediating effect which night provided by customatigaction. A casual
model of three variables was developed. Structgueaton modelling was
conducted to explore customer group homogeneously examine the
mediating effect. The results of the study indidhgg relationship quality can
result to customer loyalty via increasing customsersfaction, thus affecting
the firm’s relationship quality leading to custonmetention through customer
satisfaction. The subsequent multi-group analysggest that the research
models are vary across different consumption patdemographic segments,

such as age, income and occupation.

Hamid Reza Alipour Shirsavar et.al (20¥3enquired about the effect
of customer relationship system and state of @iatip quality effect with
customer life cycle. They opined that the compmtitis very intense in the
banking industry. Banks need to elevate their ses/iquality to attract more
customers. In addition, for attracting more custmneéanks require to
maintain the loyalty of existing customers becatlgecost of acquiring new
customers is almost five times the cost of maimtgirold customers. As a
result, customer relationship management (CRM) asv rconsidered an
important issue in all industries since customers ftave an important role in
the fate of a financial institution. They studicobat the effect of customer
relationship management system (CRM) on the relakigp quality (RQ) such
as customer satisfaction, trust and commitmentha hanking industry is

discussed and then how the relationship quality JR@ects on the customer
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life cycle such as levels of service use, loyalgrbal advertising and desire
to refer etc were examined. The study revealed thatgreater the customers’
awareness on customer relationship managemenbetter their relationship
guality and reciprocally when relationship quakigs better, four aspects of
the customer life cycle had higher level. Thus, enattention to customer
relationship management in various branches ofBhek, the better their
relationship quality. They opined that this hadigngicant effect on the
image of mentioned branch particularly and SadBeatk in general. Thus,
customer’s loyalty to the Bank increased. They taged with the point that,
by further customers’ trust in bank, verbal promon$ are increased

unconsciously, so it causes a significant increéagsiee amounts of customers.

Yu-Chuan Huang and Dong-Jenn Yang (2813jliscussed the
relationship among life insurance industry’s sesviguality, relationship
guality and customer loyalty. They have the opinibat, the life insurance
industry should have a high degree of interactiaiin Whe customer contact
industry. The agent of life insurance plays an ingoa@t role between
insurance company and customer relationship. Baithigh turnover rate of
the life insurance market is highly competitivesedesman. It is significant to
understand the loyalty tendency of customer forlifleeinsurance industry.
Exploring the relationship marketing could estdbles quality relationship
with customer and reduce the uncertainty facedhbycustomer. It is also to
enhance the chances of customers purchasing agaiged customer loyalty,
in order to establish a competitive advantage ¢¢rpnises. The cognition of
the customer service is affected by the degreewaflvement. They have the
opinion that, if customers are distinguished byolagment, limited resources

would enable enterprises to maximize effectiveness.

Habibollah Salarzehi and Leila Rahmaninejad (28%1&xplored how

relationship quality and commitment influence custo loyalty. They started
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with the concept that, “relationship quality comsisof two aspects:
satisfaction and trust. So, along with how the @&mentioned variables form
loyalty in an insurance industry environment, thenagers of the branches of
private insurance industry are given the chanceddsign and perform
effective and proper strategies leading to custologalty. The statistical
populations of the research are the customers igétprinsurance industry
and the data was collected using the questionnBre results of the research
show the positive effect of the abovementioned aldeis on loyalty. The
study revealed that, satisfaction with the insueanwustry has the most
amount of positive effect on customer loyalty inrvese business
organisation. The variable of trust is of most puesieffect after satisfaction
and following this variable commitment is most etiee on customer loyalty
respectively. As a result, the supervisors andosemanagers of private
insurance industry can increase customer' leveyaity by increase level of
satisfaction, standardizing their insurance induservices, attempting to
submit services of higher quality to customers heihg placed in a position
compared to the ideal situation of customers' egbens. They can also
generate a positive mental image in customers disasetheir trust to the
insurance industry by decreasing their expert sremd mistakes, respectful
treatment of the personnel with customers and asing their personnel's
specific level. They concluded with sharing theiperience that, there is a
direct relationship between the satisfaction ofanigation personnel and that
of customers. The personnel who are in direct @bntéh customers are at a
position that can get aware of customers’ needsvwards and respond them
properly”. They claimed that the personnel who satisfied with their job

have enough energy to empathize with customers.

Amin Motamedifar et. al (201%) enquired about the relationship
between relationship quality and customer loyaliyriey opined that the

customer loyalty can have many advantages to te@sstwhich the most
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important of them includes reduction in advertisargl related costs to attract
new customers. Various factors influence the custdoyalty. But what most
researches have mentioned is proper relationshiyelea the organisation
and customers that is referred to relationshipiyuRQ). Accordingly, after
reviewing the literature, the components of relatup quality (including
trust, commitment, communication, conflict hand)ingvere extracted,
hypotheses were set and a conceptual model wasrectesl by them. The
results of the study showed that there is a sicgnifi positive relationship with
the correlation coefficient of 0.714 between relaship quality and customer

loyalty.
2.5. Switching Behaviour

Athanassopoulos. A.D (2008)evaluated the level of satisfaction of
retail banking customers in Greece. An instrumdntustomer satisfaction
has been proposed by him. The instrument inclutiesaspects such as
convenience, price and innovation. Apart from theélse instrument involves
service quality also. His findings are agreeinghwibe earlier results that
customer satisfaction is a function of service fyafstaff service and
corporate image), price, innovativeness, and caewer. The study also
revealed that the segments of business and individustomers exhibited

statistically significant differences in the lev#ltheir satisfaction.

Kim. M et al (2003} investigated about the switching costs in
banking. They introduced a model to estimate tiiise model is able to
incorporate the customer specific information alsoorder to estimate the
switching costs for bank loans, this model is aggplio a panel data of banks.
The study revealed that the point estimate of therage switching cost is
4.1%, about one-third of the market average inteeds on loans. More than
a quarter of the customer's added value is atedbuto the lock-in

phenomenon generated by these switching costs. Tbegluded that, the
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switching costs in the market for bank loans areteqsubstantial and
constitute a significant portion of the value ofrarginal customer to the

average firm.

R. Bruce Money (2004} enquired about the relationship between,
word-of-mouth promotion and switching behavioudapanese and American
business-to-business service clients. The Studwyiesd whether customers
in Japan and the US who use referrals to find lesshto-business services
are more likely to remain loyal to their serviceoyiders or not. The study
revealed that companies who used referrals to sdiner service providers
switched less than those who did not. The studylooled that companies
functioning in foreign environments (Japanese cangsin the US and
American firms in Japan) switched more than thogerating in domestic

environments.

Vanniarajan. T and Boopathi Manickam. P.S (28b7hade a
comparative study about the level of bank switctbegaviour shown by the
Public sector, Private sector and Co-operative bargtomers. They found
that the switching rate is higher among the custsmé Co-operative banks
in comparison to other bank customers. Why custeraetitch their banks is
due to the service failures from the part of thhespective banks. The study
revealed that, if a bank can develop effective iservecovery programmes

and proper pricing strategy, then their customelidoe loyal.

Clemes. M.D et al (2009 investigated from the customer's
perspective about the factor affecting bank switghin New Zealand. The
results of the study revealed that, the factor$r agcustomer commitment,
service quality, reputation, customer satisfactigmung-age, and low
educational level are contributing to bank switchifthe study also revealed
that considerable relationships exist between eadjout, customer

satisfaction, service quality, customer commitmant] switching behaviour.
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The switching behaviour was most common with yowraggeed and less
educated customers. The study further revealspitigg has a low impact on
bank switching behaviour in New Zealand. This magy ditributed to a
somewhat low variability of bank charges, intexdsirges and interest paid in

a sector that has been dominated by four Australamed banks.

Marvri. M and loannou. G (200%) enquired about the customer
switching behaviour in Greek banking services lwestigating the predictors
of churn behaviour as part of customer relationshgmagement (CRM). The
findings of the study revealed that the quality lmdnking services in
combination with the bank’s brand name has a pesgifect in the decrease
of switching behaviour, while the demographicalrelateristics, (gender and
educational level) have only limited impact. Thegncluded with the
recommendation that, a bank needs to develop aoroest relationship

management (CRM) strategy to improve customer tgyal

Yolanda Polo and F. Javier Sese (26b@nquired about the level of
influence exists between switching costs and marfgevariables such as,
price & advertising and relationship characterssticThey have developed a
conceptual framework about the drivers of switchitmsts and test the
framework empirically in the mobile phone industuging a hierarchical
Bayes approach. The study revealed that by usgilcg pnd advertising the
firms would be capable of making the process oftgwng costly for

customers.

Newby.L and Ward.T(2009¥° investigated about the customer
switching behaviour exists among the customers oftralian service
industries. The authors have identified ten impartaasons for switching in
their questionnaire and the respondents were agkadentify them. The
study revealed that, all of the ten causal categorincluded in the

guestionnaire had an impact on the cause of pespiéching service
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providers. ‘Core service failure’ was the most imipot reason for switching,
which is followed by ‘competition’ and ‘price’ inhe next respective
positions. On an overall the study revealed tlyapieventing ‘Core service

failure’ a service provider can retain his custosner

Matthews. C (2009§ investigated about the possible regulatory
responses to the issue of switching costs in the Realand banking market.
He opined that “though the switching cost is a ggised issue in banking
markets around the world, but in many countriegulaors give them limited
attention”. The findings of the study show thag tiresence of switching cost
discourages the customers from switching over.ddemmended in the study
that “banking regulators should pay more attentmihe issue of switching
costs, particularly in mergers and acquisitions.e Qui the categories of
switching costs that is revealed is the time aridreinvolved in switching.”
He concluded with the remark that, there are oppdires for the authorities
to consider means of reducing switching costs dmteby enable greater

levels of switching.

Matthews. C (2009 assessed “ the linkage between family life cycle
and banking relationship as well as the variatiomperceptions of switching
costs to the nature of the banking relationship.odmed that the switching
costs generate customer inertia, locking customerdo their existing
financial services provider. It is found that thergeptions of switching costs
found to vary between life cycle groups. Three awpeof the banking
relationship were considered: the size, the spegatithe complexity”. The
findings of the study revealed that, “both size andhplexity of the banking
relationship are found to be related to the fartig/cycle, while both spread
and complexity are found to be associated with gg@rons of switching
costs”. He concluded with the point that the déferes in complexity of the
banking relationship associated with the familg Idycle, helped to explain

the differences in perceptions of switching costs.
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Arvind Sahay and Nivedita Sharma (20f0pnalysed “the brand
relationships and switching behaviour for highlyedisproducts in young
customers. They investigate the influence of pdamily and brand
relationships on switching intentions amongst yoaagsumers. The results
of the study revealed that family has a relatiwsthpnger influence than peers.
While considering the impact of price changes orichung intentions in the
context of brand relationships, they observe tlbasamers do compare price

irrespective of how strong the brand relationshkip i

Chaudhari Chetan (2018) explains “the influence of demographic
factors on brand switching behaviour of subscrilmdrsnobile services. He
pointed out that, in general, the brand switchiebdviour of the subscribers
of mobile services is significantly dependent oa demographic factors such
as age, gender, educational background, occupatidrthe family income of
the respondents. Although there are many reasdrishwinitiate brand
switching behaviour of the subscribers of mobiles®es, one cannot neglect
the demographic background of the subscriber aadrdle played by it in

brand switching”.

Mallikarjuna. V and Krishna Mohan. G (2018 analysed about “the
factors affecting switching behaviour of mobile tsse They identified that
price escalation, changing needs of customers, «@evice failure,
inconvenience, and voluntary reasons are the fetdluencing the mobile
customers to switch. In their opinion, service yiders need to build
relationship with the customers to understand ttie@nging needs and design
appropriate strategies to meet the changing ne@&tta mining and CRM
practices can be implemented to identify the specEquirements of the
customers and customized plans can be delivereénttance customer

satisfaction and loyalty”.
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Awwad. M.S and AwadNeimat. B (2016 conducted a study to
identify the most critical factors affecting thestomer switching behaviour
for mobile service providers in Jordan. The stueéyealed that, all the
independent variables (pricing, inconvenience, @merice failures, service
encounter failures, employee responsiveness tacsefailures, attraction by
competitors, changes in technology, switching clat) a significant effect on
switching behaviour of mobile service users exadainge in technology and
employee responsiveness to service failure. Silee Jordanian service
providers used advanced technology with little etéhtiation among them,
the change in advanced technology between servaaders has no impact
on customer switching behaviour. Again the Jordaciastomers believe that
the employee do the best for them, employee resgois service failure has

no impact on customer switching behaviour.

Mohsin. A et al (2011)'% explored the determinants of switching
behaviour in banking sector of Pakistan. The figdirof the study showed
that, satisfaction with banking services were nigght related with intention
to switch. Convenience services had more influemctentention to switch.
Dissatisfaction with Financial services is alsodctor of intention to switch
from one bank to another bank. He opined that, akig®ani environment
convenience factors are more important. Importaoteservices is also
predictor of switching from bank. Mediation analysef importance of
services in the relationship satisfaction with fio@l, non financial and
overall services with intention to switch provect tlole of importance for

defining satisfaction and switching relationship.

Ishag. M (2011}° explored the impact of customer satisfaction on
their behavioural responses in banking sector &fsRn. The findings of the
study showed that four dimensions of service guahliave impact on

behavioural responses of the banking clients. Cuewee, physical evidence
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and product innovation create positive impact ohalveural response. It is
found that the pricing will put negative impact behavioural response. The
research findings indicated that when the custasrsatisfaction is high they
will stay with their current service providers, egg in positive word-of-
mouth communications and subdue negative behaviouesmtions including
switching intentions. Therefore, recognition of refgcant determinants of
customer satisfaction could facilitate the highemagement in adoption and
implementation of their customer focus strategiesramefficiently and

effectively.

Teicher. T and Wagenfuhrer. D (201%)are of the opinion that, the
financial crisis of 2008 undoubtedly constituteddigruptive event in the
worldwide financial markets, which impacted theatglnships of consumers
with their banks in various ways. Therefore, thee@k of the financial crisis
on customers’ relationships were explored in tiséiidy. They found that a
disruptive event can cause consumers to switch Ipaokiders and that it
opens up market potential for new entrants intofithencial market. Even if
there is no direct involvement into the financiakis, subjective feeling of
concernment affects consumers’ loyalty. A disruptevent thus offers ways
for new positioning strategies. New service strigiegnay be evaluated and

new products may be launched to fit altered customaeds.

Kumaradeepan. V (2019 evaluated the impact of service quality on
customer switching in telecommunication industrySef Lanka. An analysis
about why customers switch service providers?, wdwé helpful for the
actions that must be taken by the service providetetain its’ customers.
Hypothesis has formed as perceived higher levekofice quality negatively
correlated with switching behaviour. It was fouritt there is a negative
relationship between service quality and custométching the producers.

The agreed level of service quality would increasistomer satisfaction,
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which leads to less level of switching the samedpoer. Also the results
expressed that customers’ attitude towards swiichi@haviour, customers’
perceived control over switching costs and custsmererception of
satisfaction with the service provider were strgnghssociated with

customers’ intentions to switch additional servipesvided by producers.

Subramaniam. R and Ramachandran. J (28aitempted to identify
the factors influencing customers’ Bank switchirgpaviour in Malaysia. The
study revealed that, seven factors were identdiethfluencing the switching
behaviour of customers in Malaysia. All earlier das found that price,
reputation, service quality, advertising, involugtaction, distance, cost, and
other characteristics influences the customer $wigc behaviour. But
contrary to the expectation, only price and repomtatvere seen as significant
in predicting the customers’ bank switching behawwmith p values less than
0.01. The study found that the factors identified the past researchers
explain the customers switching behaviour in Makymly to the extent of
7%. This indicated that there could be other factidee internet banking
which might have deduced that distance, cost, &direg or involuntary
action were not relevant for the respondents iningakheir decision. The
study concluded with the recommendation that, oleoto be competitive in
Malaysian financial services market bankers hauvéédatify the core reasons

for customers’ switching behaviour.

Kumaradeepan. V and Rajumesh. S (2612)bserved why customers
switch producers in Service industry in Sri Lankhey tried to evaluate, “to
what extent service responsiveness will impactusiamers switching. It was
found that, there is a negative relationship betw8ervice Responsiveness
and customer switching the firm. Summarily in bawgkiindustry, higher
levels of customer satisfaction should predict reirintentions to deal with

the same service provider or sale person on thet purchase. The results
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showed that the satisfaction was related very gtyoto the intention to
switch off. One’s subjective norms, one’s perceivelgévance of the service
quality and perception of service quality offereg their banking industry
were strong predictors of one’s attitude towardstctwng. A customer’s
attitude towards switching appears to be an imporéeterminant of a
customer’s intention to switch service providerthwhigher levels of this
factor being associated with a higher propensitswidch service providers. It
was found that in the service sector, there has lad®n empirical evidence
that customer satisfaction judgments are immediatecedents to switching
intention. Also results expressed that agreed lef/&8ervice Responsiveness
would increase customer satisfaction, which leades$s level of switching
the same producer. But the study revealed thae taer some more factors
such as empathy, tangibility, and assurance affewitching behaviour of

customers”.

Karimii. O et al (2012)"°® studied the effective factors on customer
switching. They opined that, customer retentiomng of critical aspects of
routine strategies on marketing, particularly wherstomers of a business
reach to their maximum, finding and retention olvrmistomers significantly
is difficult and costly. At such point of life cyelof a business, priority is
more on customer retention with old value and pnéwe of their switching.
The results showed that customer satisfaction castbmer trust has negative
relationship with switching behaviour, and servi€ailure has direct

relationship with customers switching behaviour.

Ying Li C (2013)*°° examined the interrelationships among recovery
satisfaction, relationship quality and repurchasésntion. He also explored
the moderating roles of switching cost, and ineshahe relationship between
recovery satisfactions and repurchases intentidre Study confirmed the

interrelationship among recovery satisfaction, treteship quality, and
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repurchase intention. The recovery satisfactionrtexe strong indirect effect
on repurchase intention mediated by relationshaditwin addition to a direct
influence. The study revealed that, the lost bérssfitching cost moderates
the relationship recovery satisfaction and repwebaintention. The lost
benefit switching cost was regarded as an exitidraior customers and thus
influence customers repurchase decision. The dtuayd that the Procedural
switching cost does not moderate the relationsbgovery satisfaction and
repurchase intention. Procedural switching costlves the time, effort, and
hassle of finding and adapting to a new providehne Tresearch results
confirmed that the influence of recovery satisf@ttand repurchase intention
is subjected to the levels of attractiveness @ra#itives. When customers are
able to find alternatives online, recovery satistacbecomes less important
for repurchase intention. The results also reve#iatl recovery satisfaction
plays a more important role for low inertia custosnéhan high inertia

customers.
2.6. Conclusion

Today, all the organisations have isedl that in the highly
competitive environment, success lies in the oggtiun’s ability to attract
and retain its customers. Review of literatureesd®d the fact that this is an
area where a large number of studies had been ctatiu A number of
studies related to banking sector have conducteleirala also, but there
exists a research gap, with regard to a comparatiwdy of public sector and
private sector banks about customer satisfactionstomer loyalty,
relationship quality, relationship marketing origimn, customer switching
behaviour etc. The reviewed literature includasdists relating to these
aspects. The present study with the main objedtvanalyse relationship
guality and relationship marketing orientation ofranercial banks in Kerala

IS more appropriate because very few studies csethapics are available in
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the Kerala context. Hence this vital gap needsedilked and this research
study titled — Relationship marketing orientatioh ammmercial banks in

Kerala, was prompted by the necessity to bridgedhp.
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CHAPTER Il

RELATIONSHIP MARKETING -
A THEORETICAL OVERVIEW

3.1. INTRODUCTION

After reviewing the academic work already doneha literature, it is
appropriate to provide a theoretical backgrounduaitize study. This chapter
is devoted for this. The present chapter provides\aerview of the concept
of relationship marketing, customer loyalty and touser satisfaction,
different approaches to relationship marketing, tdec influencing the
development of relationship marketirfgctors influencing Customer loyalty,
types of customer loyalty etc. The chapter alstunhes the details about the

present scenariof Indian Banking System.

In the opinion of Francis Buttle (1998)marketing is no longer simply
about developing, selling and delivering produdtss progressively more
concerned with the development and maintenance wlatly satisfying
long-term relationships with customers. If the 195Gas the era of mass-
marketing, and the 1970s the era of market segti@mtahen the 1980s
represent the genesis of personalized marketingyhich knowledge about
individual customers is used to guide highly focusearketing strategies.
This change is driven by several conditions: marense, often global,
competition; more fragmentation of markets; a gealtehigh level of product
guality which is forcing companies to seek compatitadvantage in other
ways; more demanding customers; and rapidly chgngustomer buying
patterns. Enduring relationships with customersnoarbe duplicated by
competitors, and therefore provide for a unique aunstained competitive

advantage. The expression most widely used to itbestinis new form of
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marketing is Relationship Marketing (RM). Otherntsr have been used,
either as substitutes for RM or to describe somesecl parallel -

micromarketing, database marketing, one-to-one eteds, loyalty

marketing, wrap-around marketing, customer panggrsymbiotic marketing
and interactive marketing. Although the shift to RM widespread, it is
occurring more rapidly in some sectors and indestthan others, facilitated
by fundamental cultural shifts within organisatippe®werful databases and

new forms of organisational structure”.
3.2. RELATIONSHIP MARKETING

Martin Christopher (2002)pointed out that “it is now widely accepted
that the real purpose of a business is to createsastain mutually beneficial
relationships, especially with selected customEcgially widely accepted is
the view that the cement that binds successfutioalships is the two-way
flow of value — that is, the customer derives neslle from the relationship
which converts into value for the organisation ire tform of enhanced
profitability. Some people have argued that the rgemce of relationship
marketing in the 1980s was not so much a discolatya rediscovery of an
approach that had long been the cornerstone of reaogessful businesses.
Relationship marketing has been described as a-Giéwconcept’ and
modern relationship marketing has many historicg#eeedents. But while
many of the ideas behind relationship marketingehaveady been addressed
— although not under the modern title of relatiopsharketing — the topic of
relationships was noticeably absent from pre-198Qarketing literature.
Berry’ has described relationship marketing as movinghe forefront of
marketing practice and academic marketing reseaafter being ‘on
marketing’s back burner for so many years’. Redesasc and practitioners
from all sectors are now embracing relationship ketng, but the modern

concept has its origins in industrial and servioewketing. The use of the
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term ‘relationship marketing’ can be traced to thdustrial and services
marketing literature of the 1980s. In the industnaarketing literature, the
early work of Levitt focused on the notion that the real value of atiehship
between a customer and a supplier occurs aftesdlee He argued that the
supplier's emphasis needed to shift from closirsgle to delivering superior
customer satisfaction throughout the lifetime oé ttustomer relationship.
Further work by JacksGnwas among the first literature to differentiate
between transaction marketing and relationship etarg. Her work outlined
the importance of relationships and how the contéxhe industrial sale sets
the scene for the type of relationship that is fidssShe argued that building
and enhancing long-term customer relationshipslu@gconcentrating on a
number of things that have to be executed over Ipagods and in a
consistent manner. Her work was based on orgaomsatbperating in the
shipping, communications and computer industriés.the services area, it
was researchers at Texas A & M University who sthrto research how
relationship marketing could be applied to servi®srry’s landmark papr
was one of the earliest to define relationship retnkg as ‘attracting,
maintaining, and . . . in multiservice organisasian. . enhancing customer
relationships’. His work drew attention to the imamce of the role of
internal marketing in creating an organisationamate that supports the
external marketing activities. He also drew attmmtito a number of

relationship- building strategies an organisatiounld use”.

RM is a term which has yet to acquire uncontestatis and meaning.
For some, RM is simply transactional marketing skeelsup in new clothes;
for others, it represents a significant changehan dractice of marketing. For
some, RM refers to all types of internal and exérorganisational
relationships; for others, RM is focused clearly ewrternal customer
relationships. Companies, particularly in the ssvsector, are increasingly

finding ways of building close, long-term relatibmss with external
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customers. These companies know that winning newtomers is

significantly more costly than retaining existingstomers, and that when
customers defect they take with them all futureome stream. Their reason
for practising RM is customer retention. Howevene tmore advanced
relationship marketers also know that not all coes are worth retaining.
Not all contribute positively and equally to comgagrerformance. The voice
of the customer is absent from much RM. Indeeds ot known whether

customers want, in significant numbers, to entév nelationships with their

suppliers. Companies routinely communicate morejueatly and make

special offers to their more valued customers. Wéretthis is seen by
customers as adding value is a moot point. Atetst,lRM is characterized by
a genuine concern to meet or exceed the expectatibcustomers and to
provide excellent service in an environment of ttraisd commitment to the
relationship. To be successful relationship marksetecompanies must
develop a supportive organisational culture, matket RM idea internally,

intimately understand customers’ expectations,teraad maintain a detailed
customer database, and organise and reward employsach a way that the

objective of RM, customer retention, is achieved(feis Buttle 1996)
3.2.1. Relationship Marketing versus Transaction Marketing

In the opinion of Gummesson (2088)RM is often presented as the
opposite tdransaction marketing, the one-shot deal. In transaction marketing,
the fact that a customer has bought a product doefrecast the probability
for a new purchase, not even if a series of pusehdmve been made. A
customer may repeatedly use the same supplier §eaafuhigh switching
costs, but without feeling committed to the suppbe wanting to enter a
closer relationship. Transactions lack history aremory and they don't get
sentimental. In RM, loyalty — especially customzydlty — is emphasized. In

the ‘loyalty ladder’, the lowest rung is the coritagth a prospect who
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hopefully turns into a@ustomer and a first purchase. Recurrent customers are
clients, those who have come back and a long-term rekstiipnis in the
making. In the next stages the client becomesipporter and finally an
advocate for the supplier. Transaction marketing has no &orbio climb the
loyalty ladder. Still, it is often a realistic aridnctional option. A purchase
can concern standardized goods at lowest priceirwdhspecified delivery
time and grade of quality. Such deals are made,ekample, on metals
exchanges. A consumer may only buy a home on desorca few occasions
in a lifetime and rarely has surgery on the appentbre than once. IT offers
new alternatives and can facilitate the consunwzarch for the lowest price
of a branded product, or even bidding in an intéonal auction, a service
offered by eBay. Through the deregulation of tetecservices, the customer
can choose the operator with the lowest rate gtegific hour to a specific
destination. But even a one-shot deal can mean ideapctive relationships.
If a company builds a new office, the interactiofithmthe builder and a
network of providers may be intense for a yeamar. fThe company may not
build another office for the next few decades.dtijnave surgery and stay in
a hospital, the interaction will be intense andnpadly intimate, but both

parties hope that the relationship will be superisias the wound heals.

In order to conceptually incorporate transactioarkating in RM, it
can be seen as the zero point of it scale. The scope of the relationships
can then be enhanced until a customer and a suppéeractically the same
organisation. Thezero relationship of RM has aprice component within
which the lowest price connects the buyer and #&ikers Micro-economic
theory advocates that price be the sole determiohrd purchase. This
limitation makes the theory a blind guide to mairkgimanagement, as it only
represents one extreme point on the relationstajesd@he zero relationship

also has @onvenience component which implies that the customer often buys
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where it is simplest and most convenient on a temacasion. On such

occasions price is almost immaterial”.
3.2.2. Requirementsfor successful relationship marketing

In the opinion of Francis Buttle (1996jhe important requirements for
successful relationship marketing are “supportiviuce, internal marketing,
understanding customer expectations, sophisticatestomer database and

new organisational structures and reward schemes”.
Supportive culture

First, a supportive culture is necessary for RMflourish. Several
commentators have noted that RM represents a ganashift from the older,
transactional way of doing business. Paradigntssimevitably pose threats

to, and demand changes of, existing corporatereultu
Internal marketing

Internal marketing is a second prerequisite fazceasful RM. The
goal of internal marketing is to convert employéeshe new vision of RM,
to promote the development of the new culture, dsspade them that it is
sensible to buy into the new vision, and to mogvtem to develop and
implement RM strategies. The internal market's etqi®ns and needs must
be satisfied. If the organisation is unable to ihieseemployees' needs, it is
likely that they will defect to other jobs beforeibg able to build long-lasting
relationships with customers.

Under standing customer expectations

It is also clear that the firm must understandi@ugr expectations.
This means that there must be a continuous flownfadfrmation into the

business; continuity is required because expecwmihange over time. Work
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by Parasuraman, Berry and Zeithdhsuggests that managers do not always
have a clear understanding of customer expectatidms is a product of an
inadequate marketing information system, too mawels of management

between the front line and management, and commatoicdifficulties.
Sophisticated Customer Database

A fourth requirement for successful RM is a soptéded customer
database which provides information in actionablermfat for the
development and monitoring of RM strategy and tactThe companies can
use these data to communicate highly focused offersustomers, and to
monitor the impacts of any RM initiatives. Relastwp managers are
increasingly able to use databases to track retentates longitudinally,
conduct root-cause investigations of defectiongjment their markets and

establish retention objectives.
New Organisational Structuresand Reward Schemes

Finally, new organisational structures and rewactiemes may be
required. The traditional marketing and sales fiamcis organised around
products or geographic markets. Under the influeocdRM, organisation
around customers becomes more sensible. The IdgrRiVvowould suggest
that the people allocated to customer acquisitiooukl differ from those
dedicated to customer retention. Different knowksdskills and attitudes are
deployed. Through their combined efforts these actonanagers should be
able to acquire, migrate (from light-user to heaggr status) and retain
customers. Companies will also need to reconsidew fihey reward
employees. At present, sales and marketing managemidely rewarded
with a mix of basic salary and performance-reldbethus or commission.
Common performance criteria include sales volunte@rstomer acquisition.
Under the RM regime, customer managers are moe¢yltk be rewarded by

customer profitability, account penetration andteoer retention.
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3.2.3. FactorsInfluencing the Development of RM

Tracy G. Harwood, Anne J. Broderick and Tony G&2§08)* opined
that “the developments that have led to the emesen RM are complex in
nature, largely interrelated and difficult to catesi in isolation. However, a

number of factors may be identified, namely:

[ Maturing of service marketing;

n Research within industrial markets;

[ Recognition of the benefits of RM for firms;

n Recognition of the benefits of RM for customers;

[ Advances in information technology.
Maturing of Services Marketing

The importance of people has been repeatedly esmgatha within
services marketing literature because the serviceparformed and the
performers are employees (often referred to a®fadt Indeed, Gummesson
(1987)% coined the phrase “part time marketers” to stréss critical
marketing role performed by front-line employees owimteract with
customers and their contribution towards deliveng a&ervice satisfaction.
Related to this was the emergence of the custoraee and quality
philosophies of the 1980s. Christopher et al. (}¥diighlight how there was
a shift of focus, particularly within service induss, towards customer care
and quality as dimensions that overlap with the kai@mng philosophy.
Interestingly, they attribute part of this shift tiee popularity of Peters and
Waterman's text In Search of Excellence (1982Jhey further propose that
the natural outcome of quality service delivery andtomer care is the
development of relationships through interactiorivleen employees and
customers. As a result, these entities are inetilyclinked. More recently,

the importance of people as a variable has beeandet beyond the
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marketing of services. The debate on the differetetween the marketing of
goods and services has taken a new turn. Vargd_asch (2004 suggest
that goods are a part of service, rather than sesvbeing an extension of
goods. As Gummesson (1985)states: “customers do not buy goods or
services: they buy offerings which render servic&diis requires effective
knowledge management and information flow betweesmbers of the
supply chain, from suppliers, through the orgamsés value-adding
components (departments, functions), to the end usdeed, the customer is
a co-producer of the service, through their comthunvolvement in the

consumption of the organisation’s product (Vargd hasch, 2004Y.
Resear ch within industrial markets

As indicated previously, the failure of the tramlital marketing
approach to capture the complexities and depthdafstrial markets led to the
growth of research within this field. Researchhis tarea focused on aspects
such as inter-organisational exchange and buyéderselationships, social
exchange, channels literature, network relatiorsshipnd strategic-

management literature including concepts such g \@hains.
Recognition of the benefits of RM for firms

There has been an increasing recognition of tmefiis of RM from
both the firm’s and the customer’s perspectivesnfa firm’'s perspective,
increased competition through the globalizationwadrld markets, market
fragmentation and the deregulation of many serwiegkets (e.g. banking,
law, airlines, etc.) has meant that protectionhef customer base has become
paramount. As Buttle (1998)stresses, RM is not based on any philanthropic

outlook but on two sound economic arguments:

n First, it is more expensive to win a new custothan it is to retain an

existing customer.
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[ Second, the longer the association that existwdss company and

customer, the more profitable is the relationsbiptiie firm.

More specifically, its advantages to the firm m@y summarized as

follows:
Increased profitability

It has been widely demonstrated across a varietyndustries that
profits increase if a firm retains its existing tammers rather than attempts to
acquire new ones. For example, analysis of more 1 companies in 24
industries found that firms could improve profiterh 25 per cent to 85 per
cent by reducing customer defections by 5 per cEms may be attributable
to a number of factors. For example, ongoing refeihips may have a direct
impact on financial outgoings by helping to redutransaction costs

associated with repeat ordering (Marshall et &793'°.
Competitive advantage through added value

Some authors suggest RM adds value to a prodwus#rgrce package.
This added value is achieved by providing certai@mand peripherals” such
as social exchange, customer care, etc. (e.g. Carsh Stevens, 1987) As
a result of this added value, a premium may beggthto the customer.
Ballantyne et al. (2003) develop this further by suggesting “recent disragy
unethical short-cut approaches to creating shadeholalue” has created a
climate where interest in the distribution of vahraong stakeholders is likely
to increase the possibility of developing relatiups. Value perspectives are
suggested which revolve around supplier-manageatioakhips, mutually

interactive processes and values emerging frommwitatworks.
Creation of firm advocates

As well as retaining customers, it is proposeddye authors that RM

may go beyond creating mere customer loyalty arsdthe relationship
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strengthens, may create “customer advocates” of ¢benpany. As
Christopher et al. (199%)state “The objective of Relationship Marketing is
to turn new customers into vocal advocates forcthrapany, thus playing an
important role as a referral source”. They suggist existence of a
conceptual RM ladder of customer loyalty. Customars moved up the

ladder by enhancing and developing relationshipls thie customer.

However, the association between relationship tlengand
recommendation is also questionable as some moeatrstudies have shown
no association between the two (e.g. Verhoef e2802F. Indeed, East et
al. (2005§* state that “in a minority of fields, significantlymore
recommendations will come from recent recruits tifesm long-tenure

customers”.
Recognition of the benefits of RM for customers

From a customer’s perspective, if a product owiseris variable in
quality and/or complexity and if the product isaf intangible nature, these
combine to create risk and uncertainty. Risk redactand reduced
uncertainty are posited as potential outcomesdhstiomers find particularly
important within the context of some markets (Meorgand Hunt, 19943.
Berry (1995%°suggests a relationship allows providers to becanwe
knowledgeable about customers’ requirements andisneghus, having a
long-term, ongoing, stable relationship with a pdev may reduce
uncertainty and risk and hence reduce customessstas the relationship
becomes more predictable. As a result, problemssaheed, special needs
accommodated and the expectation levels set toextent that “in some
cases, customers may even be aware of competitoosnight provide the
same or better service but yet they choose toistthe relationship due to its
predictability and comfort” (Bitner, 1995)
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Advances in infor mation technology

Berry (19958 summarise a number of ways that information

technology (IT) as a tool may facilitate the effeehess of a relational

perspective:
n Tracking the buying patterns of existing custaner
[ Customizing services, promotion and pricing tstomers’ specific

requirements

[ Co-ordinating or integrating the delivery of niplié services to the
same customer

[ Providing two-way communication channels (compaoycustomer
and customer to company)

u Minimizing the probability of service errors abhckakdowns

[ Augmenting core service offerings with valuedragt

[ Personalizing service encounters as appropriate”
3.3. CUSTOMER LOYALTY

Loyalty development is the primary concern of tielasship marketing
(Sheth, 1996§. Relationship marketing theory suggests that itmisre
valuable for a retailer to invest effort in devalggpand maintaining close and
long-lasting relationships with customers ratheanthattracting short-term,
discrete transactions. Customers in such relatipasire found to purchase
more, to be willing to pay more for goods #dservices, to exhibit a high
tendency to trust, to become emotionally attactwethat firm, and to refer
customers to the firm. For companies that facé& saynificant competition
and high costs associated with acquiring each m&tocustomer loyalty
becomes crucial. The phenomenon of declining irtorner satisfaction and
loyalty becomes the major concern of the servicendi because the two

factors determine the performance of the firms.dltyyis a historical word,
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rooted in feudal times when allegiance to the saiger was fundamental to

the success, perhaps even the survival of the state

Customer loyalty describes the tendency of a custdm choose one
business or product over another for a particudsdn In the packaged goods
industry, customers may be described as being tbltayal' because they
tend to choose a certain brand of soap more df@m éthers. Note the use of
the word "choose" though; customer loyalty becomasgent when choices
are made and actions taken by customers. Customaysexpress high
satisfaction levels with a company in a survey, daitsfaction does not equal
loyalty. Loyalty is demonstrated by the actionstloé customer; customers
can be very satisfied and still not be loyal. Sodo organisation, customer
loyalty can be explained in three things. Firstbyalty is evidenced by the
repeat purchasing behaviour of customers. Secplajiglty is shown by the
attitude of customers towards the organisationis Tricludes preference and
commitment of the customer towards the brand amwmenending it to
others. Thirdly, loyalty is regarded as the combon of customers’
behaviour and attitude toward the organisation. other words, besides
actively repeating purchase, the customers alse gositive appraisal toward

the brand and in sharing the positively value efdihganisation to others.
3.3.1. Factorsinfluencing Customer L oyalty

According to Peter Clark, co-editor of The Wiserkidger and co-author
of The Loyalty Guide report series (200%) “there are six major factors that
play key roles in influencing the loyalty and conmmeént of customers.

These factors are:
Core Offering
The companies that boast the highesels of fiercely loyal

customers have built that loyalty not on card pangmes or gimmicks, but on
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a solid, dependable, core offering that appealsh&r customers. These
companies have focused intently on what they knppeals to the type of
customers they want to attract, and have deterryinedncentrated on
delivering what is expected every time. Clearlyg thata from a good loyalty
programme should help the operator to improvedbre offering by tailoring

and moulding it more closely to the customers' seett desires.

Elements of the core offering that have a largke e building

customer loyalty include:
* Location and premises

Location and premises clearly play a part in edgeng loyalty. The
Three L's of retail - "location, location and ldcat' - are undoubtedly

important, and attractive and functional premisesesually so.
* Service

Whether selling services or products, the levedaWice perceived by
the customer is generally key to generating loyaitgan be argued that some
customers buy only on price, so all that is neaggsgaretain their loyalty is
consistently low prices. To certain extent thatrige. But in most cases, any
loyalty shown will be only to the prices instead tbe business. Should a
competitor offer even lower prices, those customaes likely to defect.
Companies that have adopted a policy of every daydrices (EDLP) can be
more vulnerable to competition than those who hiawigt their customers'

loyalty on superior products or service.
» Theproduct or service

The products or services offered must be what ouste want. The
days when businesses could decide what they wdatedll or supply, and
customers would buy it, are long past. The custshmegeds and wants are

now paramount. If you don't meet them, someoneweilse
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Satisfaction

Clearly, satisfaction is important; indeed esséntBut, taken in
isolation, the level of satisfaction is not a gandasure of loyalty. Many auto
manufacturers claim satisfaction levels higher t80%, yet few have
repurchase levels of even half that. The situai®rstacked against the
business: if customer satisfaction levels are Itvere will be very little
loyalty. However, customer satisfaction levels dsnquite high without a
corresponding level of loyalty. Customers have comexpect satisfaction as
part and parcel of the general deal, and the Fadtthey are satisfied doesn't
prevent them from defecting in droves to a competitho offers something

extra.

The point is that, while high levels of custometi$action are needed
in order to develop loyal customers, the measureustomer satisfaction is
not a good measure of the level of loyalty. The @ve not measuring the

same thing.
Elasticity level

Elasticity expresses the imparearand weight of a purchasing
decision - effectively the level of involvementiadifference. This applies to

both the customer and the business.
* |nvolvement

The customer's involvement in the category is irga: the more
important your product or service is to the custgnige more trouble they
have probably taken in their decision to do busnggh you, and the more
likely they are to stick with what they have dedd®ost customers would be
highly involved in the category when choosing a reaw, a new jacket, or a

bottle of wine. However, when choosing a new paslmelaces, involvement
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Is not usually high. Businesses dealing in comnnoetit products and services

cannot expect high involvement and need to earaltpyn other ways.
* Ambivalence

The customer's level of ambivalence is also ingrtFew decisions
are clear cut. There are usually advantages amad\hsitages to be balanced,
and vacillation is unstable. Again, we see that mhere commoditized a
product or service, the more difficult it is to tuate loyalty. It is only when
points of differentiation are introduced that thestomer has a valid reason

for consistently preferring one particular supplier
The marketplace

The marketplace is a key factorhia tevelopment of loyalty. The

elements most closely involved are:
* Opportunity to switch

If the number of competing suppliers is high attteleffort is required
to switch, switching is clearly more likely. Consgely, the more time and
effort invested in the relationship, the more uelykswitching becomes. The
level and quality of competition has a significaffect on how easy it is for a
customer to switch from any one particular supplisthen competitors are
offering very similar products at similar pricestlwsimilar levels of service,
some means of useful differentiation has to be doum order to give

customers a reason to be loyal.
* Inertialoyalty

This is the opposite of ease of switching. Mostksaenjoy a high level
of inertia loyalty simply because it's often sdfidiilt and time-consuming to

change to a new bank and transfer direct debitstamdling orders.
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Demogr aphics

According to Jan Hofmeyr and Butch Rice, elepers of The
Conversion Model (which enables users to segmestiomers not only by
their commitment to staying with a brand but alssségment non-users by
their openness to switching to the brand), morkuefit and better educated
customers are less likely to be committed to aifipdarand. They say that
the commitment of less affluent consumers to thentts they use is often
unusually strong - possibly because they cannairéfto take the risk of
trying a brand that might not suit them as well.efhalso suggest that

younger consumers are less committed to brandsallden consumers.

Shar e of wallet

As markets become saturated and cws®rhave so much more to
choose from, share of wallet becomes increasinglyortant. It is cheaper
and more profitable to increase your share of whatcustomer spends in
your sector, than to acquire new customers. Aftiertlzat's what loyalty is
really about. Totally loyal customers would giveuya 100% share of their

spending in your sector”.
3.3.2. Typesof Customer Loyalty

According to Griffin Jill (1995 “to flourish loyalty two factors are
critical: (1) an attachment to the product or seuwhat is high compared with
that to potential alternatives and (2) repeat paseh Four distinct types of
loyalty emerge when low and high attachments amescclassified with high

and low repeat purchase patterns. This is showmeifiollowing table.
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Table3.1
Typesof Loyalty

) Repeat Purchase
Level of Relative Attachment P

and Repeat Purchase

High Low

Premium

High Loyalty

Latent Loyalty
Relative Attachmen

Low Inertia Loyalty No Loyalty

(Source: ‘Customer Loyalty’, Griffin Jill)

% No Loyalty

Low relative attachment towards a product or sengombined with
low repeat purchase signifies an absence of laoyaFpr varying reasons,
some customers do not develop loyalty to certaiodpets or services.
Generally speaking, business should avoid targetimg loyalty” buyers
because they will never be loyal customers; thdlyasd little to the financial
strength of the business. The challenge is todatanigeting of as many of
these people as possible in favour of customerssahoyalty can be

developed.
% Inertia Loyalty

A low level of attachment coupled with high reppatchase produces
inertia loyalty. These customers buy out of halitere non attitudinal or
situational factors are the primary reason for bgyi These buyers feel some
degree of satisfaction with the company, or attlemsreal dissatisfaction.
This loyalty is most typical for frequently bougthtoducts. These buyers are
ripe for a competitor's product that can demonstrat visible benefit to

switching. It is possible to turn inertia loyalty to a higher form of loyalty
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by actively courting the customer and increasing plositive differentiation

he or she perceives about your product or sengcethers available.
s Latent Loyalty

A high relative attitude combined with low repeatrghase signifies
latent loyalty. When a customer has latent loyadijuational effects rather
than attitudinal influences determine repeat pweha By understanding
situational factors that contribute to latent layak business can formulate

strategies to help them.
% Premium Loyalty

Premium loyalty, the most leverageable of the foyres, prevails
when a high level of attachment and repeat pat®ragxist. This is the
preferred type of loyalty for all customers of alysiness. At the highest
level of preference, people are proud of discogeand using the product and
take pleasure in sharing their knowledge with pesmmd family. These
customers become vocal advocates for the produsémice and constantly

refer it to others.
3.3.3. Growing a L oyal Customer

A loyal customer is one who makes regular repeatchases;
purchases across product and service lines; reteess; and demonstrates
immunity to the pull of the competition. Thereai€ommon denominator that
runs through all these behaviours and helps explany loyalty and
profitability are so inextricably linked: Each l@tour, either directly or
indirectly, contributes to sales. People grow iiotgal customers by stages as
well. The process is accomplished over time, witlrturing, and with
attention to each stage of growth. Each stageahapecific need. By

recognizing each of these stages and meeting Hpesafic needs, a company
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has a great chance of converting buyers into laystomers and clients.

Each of these stages is as follows.
Stage 1. Suspect

Suspects include everyone who might possibly buyr ywroduct or
service. We call them suspects because we betieweispect, they might
buy, but we don’t know enough yet to be sure. fitst job of any marketer
Is to identify suspects. The word suspect may dduarsh and contrary to
this age of customer satisfaction, it serves asn@en that at this stage in the
relationship, we suspect that a person may haveed of our products and

services, but without more information we cannosbee.
Stage 2: Prospect

A prospect is someone who has a need for your ptamtuservice and
has the ability to buy. Although a prospector hasyet purchased from you,
he or she may have heard about you, read about grolnad someone
recommend you to him or her. Prospects may know ydu are, where you
are, and what you sell, but still they haven’t boiuigom you. In the thrill of
the “hunt”, many companies have pursued suspecth wonsiderable
marketing time and money, only to realise too thtd the suspects never met

the necessary criteria to become a prospect.
Stage 3: Disqualified Prospect

Disqualified Prospects are those prospects abduwinwyou have
learned enough to know that they do not need araddnave the ability to buy

your products.
Stage 4: First-Time Customer

First-time customers are those who have purchfisadyou one time.

They can be customers of yours and still be custemieyour competitors as
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well. The first-time customer stage is a cructalge and coincides with the
trial purchase portion of the purchase cycle. Tingt-time customer is
essentially trying out your product or service.altontinuing relationship is
going to be developed, it has to begin with thetfpurchase. If the first
purchase is not satisfying to the customer, thellgovobably not be a second
purchase. A poor first-time buyer experience msaor handicap to a further
deepening of the relationship. At the first-timestomer stage, the buyer and
the seller are in a “transaction” phase, wheresmdtustomer is likely to pay
close attention to timeliness, accuracy, and otheets of the products and
services provided. Being a dependable selleriigalrto launching a long

term relationship.
Stage 5: Repeat Customer

Repeat customers are people who have purchased yiool two or
more times. They may have bought the same prashicé or bought two
different products or services on two or more omas Once you have
reached this stage, you have the opportunity t@geice each of your
customers as individuals and offer products, ses/and information tailored
to their unique needs. Every interaction shouldséen as an opportunity to
add value. It is important that your interactiortharepeat customers work to
deepen the relationship. These customers willumm respond with more
information about themselves, will become increglsinloyal, and will

continue to drive sales and profits upward.
Stage 6: Client

A client buys everything you have to sell that mesbe can possibly
use. This person purchases regularly. You hatsoag ongoing relationship
that makes him or her immune to the pull of comjmeti At the client stage

of the relationship, the buyer feels a real comraritnto buy feels a real
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commitment to buy from you and proves it by buyiegery product or
service of yours the person thinks he or she casorebly use. One of the
benefits of the client stage is that the relatigmstas progressed in trust so
that you can now be more proactive with the cliefRrom the history that
developed through the earlier customer stages, haue proved yourself
dependable and accountable. You have now earnede tlpeople’s
confidence, and they increasingly seek your inmit ileas and services.

With this level of contribution, you add more value
Stage 7: Advocate

Like a client, an advocate buys everything you h@aveell that he or
she can possibly use and purchases regularly. défitien, however, an
advocate encourages others to buy from you. Ameate talks about you,
does your marketing for you, and brings customerngou. When customers
become advocates for your product or service, yawehachieved a
relationship of great closeness and trust. Thikesmost valued and sought-

after level of bonding, where word-of-mouth adwary flourishes”.
3.3.4. Customer Loyalty in Banks

The differentiating factors among various bankgehldecome minimal
and customer loyalty has emerged as a competittheardage in the
commoditized market. Today customers have varapi®ns to bank with.
Keeping service delivery at high standards is thlg way to ensure customer
loyalty. Customer loyalty in banking will ensu@ marketing cost and low
defection rate. Customer loyalty programme is \aard based strategy to
retain the existing customers’ base. Building lidnalty programme starts
with the identification of the customer defecti@te. To arrest the defection
rate, banks need to identify the root cause fordéfection and encourage

customers to make complaints about services offerinTo build customer
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loyalty banks need to take appropriate actions ringbback the defected
customers. To control the defection rate and assure long-term
relationship with loyal customers, banks have tot loyalty programmes.
The loyalty programme aims to build a closer boetiMeen the bank and its
current customers. It acts as a tool to increasad loyalty, decrease
customer desire to switch to other brands, decrpase-sensitivity, spread
brand values through word of mouth and increasevtiieme of business.
The loyalty programme encourages the loyal custsnter make more
transactions with the bank. Due to the increasmmgpetition, many banks in
India (the public and private sectors) have star@@ering reward

programmes to their customers.

Banks need to design their loyalty programmes dase customer
needs that should be different from the routinersfiwhich are passed on to
customers to grab loyalty. More of non-monetaryndfig,s are to be
incorporated in the loyalty programme because mooeetary benefits in a
programme will affect the customer relationship hwithe banks. The
programmes should aim at strengthening the emdtiboad between the
customer and the bank. To bring out effective liyyarogrammes, banks
need to analyse the loyalty programme’s compor&nth as target segments,
membership fees, transaction types, reward redempirocess, customer
analytics and the coalition partners. These comaptnshould be in the right
proportion. A loyalty programme consists of twqég of costs i.e., the
programme cost and system cost. Programme castexpenses related to
administering the programme and system costs atenital infrastructure
cost involved in implementing the loyalty programmerhe most cost-
effective role of a loyalty programme is to improaecessibility, availability
and top of mind awareness of a brand. In ordectdeve this, the loyalty
programme should be communicated through effectisheertisement and

public relations. The major factors that lead he failure of the loyalty
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programmes are the inability to segment membersk laf competitive
differentiation, failure of customer tracking, highaintenance cost, limited
functionality and flexibility and poor integration. Banks implementing
loyalty programmes should analyse the factors dmuting to the failure of
the programme and should take precautionary actionsvercome such

failures.

Today businesses have become more sensitive tpritfgability of
retaining existing customers. The success of diyalty programme lies in
customers’ commitment and involvement with the paogme. The loyalty
programmes without clear objectives will becomeyaalshort-term revenue
generation programme rather than creating brandaltpy Loyalty
programmes should be managed properly. Othenrttisg,will only increase
the expenditure of the bank and will also leadustemer defection. Today,
all the banks have realised that in the global laigtily competitive market,
success lies in the organisation’s ability to attrand retain its customers.
Creating an effective loyalty programme will defely lead them to success

iIn managing their customers in a competitive emrnent.
3.4. INDIAN BANKING SYSTEM

Banking was in existence in India from very eantgds. The writings
of Manu andKautilya contained references to banking. But modern lanki
started in India only from the beginning of the™@entury. During that
period banking failure was a common phenomenonstMbthe banks were
failed after their establishment because of th@mlgining banking with
trading and speculation. The Indian commerciakbansystem had to pass
through a series of financial crisis, and so, rewgh was very slow during
the first half of the 20 century. It is only after independence, the India
banking system has made rapid progress. Today/nidi@an commercial

banking system is one of the well developed commkbanking systems in
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the world. According to Indian Banks Associatiomdst of the banks in
India were founded by Indian entrepreneurs andonaies in the pre-
independence era to provide financial assistand¢eatters, agriculturists and
budding Indian industrialists. Indian banks havaypt a significant role in
the development of Indian economy by inculcating tlabit of saving in

Indians and by lending finance to Indian industry.

The commercial banking structure in India consists Scheduled
Commercial Banks and Non Scheduled Banks. Scheduwaleunercial Banks
constitute those banks, which have been includetienSecond Schedule of
Reserve Bank of India (RBI) Act, 1934. RBI includmdy those banks in this
schedule, which satisfy the criteria laid down vedetion 42(6)(a) of the Act.
Indian banks can be broadly classified into Natiaed Banks/Public Sector

Banks, Private Banks and Foreign Banks.
3.4.1. Public Sector Banksin India

Banking System in India is dominated by nationaibanks. The first
phase nationalisation of banks in India took platel969 by Mrs. Indira
Gandhi the then prime minister. The major objectdehind nationalisation
was to spread banking infrastructure in rural aseas make available cheap
finance to Indian farmers. In the first phase, rfeen leading Indian
scheduled banks were nationalised in 1969. Belf®68, State Bank of India
(SBI) was the only public sector bank in India. | SEs nationalised in 1955
under the SBI Act of 1955. The second phase abmalisation of Indian
banks took place in the year 1980. In the secdrabsg seven more banks

were nationalized with deposits over 200 crores.

The Public Sector Banks now operating in India &léahabad Bank,
Andhra Bank, Bank of Baroda Bank of India, BankMdiharashtra, Canara
Bank, Central Bank of India, Corporation Bank, DéBank, Indian Bank,
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Indian Overseas Bank, Oriental Bank of Commerceajdu& Sind Bank,
Punjab National Bank, Syndicate Bank, UCO Bank,ddnBank of India,
United Bank of India, Vijaya Bank, State Bank Ofdim State Bank of
Bikaner & Jaipur, State Bank of Hyderabad, StatekBaf Mysore, State
Bank of Patiala, State Bank of Travancore, IDBI.Latnd Bharatiya Mahila
Bank. Now in India, almost 85% of the organisedHKnag business is

controlled by State Bank of India and its assoduaiieks.
3.4.2. Private Sector Banksin India

All the banks in India were earlier private bariksey were founded in
the pre-independence era to cater to the bankiedsnef the people. But after
nationalisation of banks in 1969 public sector lsac&me to occupy dominant
role in the banking structure. Private sector bagkn India received a fillip
in 1994 when Reserve Bank of India encouragednsgetip of private banks
as part of its policy of liberalisation of the ladi Banking Industry. Housing
Development Finance Corporation Limited (HDFC) vaasongst the first to
receive an 'in principle' approval from the ReseBamk of India (RBI) to set

up a bank in the private sector.

Private Banks have played a major role in the dgreknt of Indian
banking industry. They have made banking more iefiicand customer
friendly. In the process they have jolted publicctee banks out of
complacency and forced them to become more conyeetiPrivate sector
banks now operating in India are City Union Bartkl.. ING Vysya Bank
Ltd., Tamilnad Mercantile Bank Ltd., The Catholigyrfan Bank Ltd.,
Dhanlaxmi Bank Ltd, The Federal Bank Ltd., The Jam8nKashmir Bank
Ltd., The Karnataka Bank Ltd., The Karur Vysya Bdrtk., The Lakshmi
Vilas Bank Ltd., Nainital Bank Ltd., RBL Bank, TI8outh Indian Bank Ltd.,
Axis Bank Ltd., Development Credit Bank Ltd., HDA&ank Ltd., ICICI
Bank Ltd., Indusind Bank Ltd., Kotak Mahindra Babtd. and YES Bank.
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Private sector banks can be divided in to two aagbld private sector banks
and new private sector banks. The private bankslwhre formed before
financial sector reforms 1991 are known as oldgiavsector banks and the
private banks which are formed after financial seotforms 1991 are known
as new private sector banks. These new privat®rsbanks are also known

as new generation banks.
3.4.3. Foreign Banks

Foreign Banks now operating in India a#8& Bank Limited, Abu Dhabi
Commercial Bank Limited, American Express Bankingrgdration, Antwerp
Diamond Bank N.V., Australia & New Zealand Banki@youp Limited, Bank
Internasional Indonesia, Bank of America NA, BaiBahrain and Kuwait B.S.C.,
Bank of Ceylon, Barclays Bank PLC, BNP Paribas, CTHank Co.,Ltd., Citibank
N.A., Commonwealth Bank of Australia, Credit AgrliedCorporate & Investment
Bank, Credit Suisse AG, DBS Bank Ltd., DeutschekBa®, FirstRand Bank Ltd.,
HSBC Bank Oman S.A.O.G., Industrial & CommercialnBaof China Limited,
JPMorgan Chase Bank, JSC VTB Bank, Krung Thai BRoklic Company Ltd.,
Mashregbank psc, Mizuho Bank Ltd., National AuséraBank Ltd., Rabobank
International, Sberbank, Shinhan Bank, Societe @éme Sonali Bank Ltd.,
Standard Chartered Bank, State Bank of Mauritiuk, L3umitomo Mitsui Banking
Corporation, The Bank of Nova Scotia, The Bank okyo-Mitsubishi UFJ, Ltd.,
The Hongkong and Shanghai Banking Corpn.Ltd., TlogaR Bank of Scotland,
UBS AG, United Overseas Bank Ltd., Westpac Bankiagporation and Woori
Bank.

3.4.4. Indian Banking System-Present scenario

In India the banking sector has undergone a seagehan the late
1990s. Before the liberalization of economic peb¢ only public sector
banks were in the market. As there was no threabmpetition the public
sector banks paid little attention to customers$attion and customer service

delivery. Customers had to bear with the poorises/rendered by them.
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When the market was opened for the private sedhm, new economic
policies paved the way for private banks and fardignks to enter into the
market. The public sector banks realised the h&fatthe competition when
their market share started decreasing. When prikahks penetrated deep
into the market, the fight for market share becanuge intense. Ultimately

the customer became the king in the competitiveipgrsector.

To move ahead of public sector banks the new geaerhanks took
customer satisfaction as a major weapon to atinagdtretain customers. The
new generation banks along with foreign banks dhesigtheir business
strategies with customer centric approach. Privadeks’ decentralized
decision making capabilities made them march aleéguliblic sector banks
with more flexible policies. They brought innoweti products and new
technologies to banking services like Internet lr@ampkMobile banking, ATM
etc. The market is now flooded with multiple protiy multiple channels and
multiple customer segments. When all the bankgestaincreasing their
customer base, they framed a negligible switchimgt do attract new
customers. It gives an option to the people tadwio any bank where they
feel service is better. This became a major issudanks in retaining their

existing customers.
3.5.CONCLUSION

The present chapter has given an idea about tieepbof relationship
marketing, customer loyalty and customer satiséactiifferent approaches to
relationship marketing, factors influencing the elepment of relationship
marketing,factors influencing Customer loyalty, types of cuser loyalty
etc. The details about the present scenairimdian Banking System are also
included in this chapter. After considering thedtetical concepts, it is
important to analyse the primary data collectednfriihe respondents. The

next three chapters are meant for this.

124



Refer ences

1.

10.

Francis Buttle, F.Relationship Marketing-Theory and Practice.
London : Paul Chapman Publishing Ltd A SAGE Pubiwe
Company, n.d, 1996.

Martin Christopher, Adrian Payne, David BallantyriRelationship
Marketing Creating Stakeholder Value. Woburn MA: Butterworth-

Heinemann, 2002.

Berry, L.L..‘Relationship Marketing of Services —d®ing Interest,
Emerging Perspectiveslpurnal of the Academy of Marketing Science,
Vol. 23, Issue 4, (1995).

Levitt, T.. ‘After the Sale is Over',Harvard Business Review,
September, (1983).

Jackson, B.B.,Winning and Keeping Industrial Customers. The
Dynamics of Customer Relationships, Lexington: D. C. Heath. 1985.

Berry, L.L., Relationship Marketing, in Berry, L,LShostack, G.L. and
Upah, G. D. (eds)Emerging Perspectives on Services Marketing,
Chicago, IL: American Marketing Association, 1983.

Francis Buttle, F.Relationship Marketing-Theory and Practice.
London : Paul Chapman Publishing Ltd A SAGE Pubiwes
Company, n.d, 1996.

Gummesson, EverTotal Relationship Marketing. Elsevier Ltd., 2008.

Francis Buttle, F.Relationship Marketing-Theory and Practice.
London : Paul Chapman Publishing Ltd A SAGE Pulies
Company, n.d, 1996.

Berry, L.L.. Relationship marketing. In L.L. Berrz.L. Shostack and
G.D. Upah (eds)Perspectives on Services Marketing, American
Marketing Association, Chicago, 1983.

125



11.

12.

13.

14.

15.

16.

17.

18.

19.

PerspTracy G. Harwood, Anne J. Broderick, Tony ¢Garelationship
Marketing: Perspectives, Dimensions and Contexts. McGraw-Hill
Education, 2008.

Gummesson, E.. “The new marketing - developing @i
interactive relationships”’Long Range Planning, Vol. 20, No. 4,
(1987):10 — 20.

Christopher, M., Payne, A. and Ballantyne R@lationship Marketing:
Bringing Quality, Customer Service and Marketing Together,

Butterworth-Heinemann, Oxford, 1991.

Jr, Tom Peters and Robert H Watermém.Search Of Excellence.
Harper & Row, 1982.

Vargo, Stephen L.and Lusch, Robert F. “Evolvingatsmew service
dominant logic for marketing”’Journal of Marketing, 68, January,
(2004).

Gummesson, Evert, “Relationship Marketing: Its Rolehe Service

Economy,” Understanding Services Management, William J. Glynn
and James G. Barnes, eds. New York: John Wiley 8sSH995.

Vargo, Stephen L.and Lusch, Robert F. “Evolvingat;mew service
dominant logic for marketing”’Journal of Marketing, 68, January,
(2004).

Francis Buttle, F.Relationship Marketing-Theory and Practice.

London : Paul Chapman Publishing Ltd A SAGE Pulioes

Company, n.d, 1996.

Marshall, RA., A. Palmer and S.N. Weisbart. “ThetiNa and
Significance of Agent—Policyholder Relationship€LU Journal, No.
33, January, (1979).

126



20.

21.

22.

23.

24.

25.

26.

27.

28.

Crosby, L.A. and N. Stevens. “Effects of Relatiapsharketing on
Relationship Satisfaction, Retention and Priceshin Life Insurance

Industry”, Journal of Marketing Research, vol. 24, November, (1987).

Ballantyne, D., M. Christopher, and A. Payne. “Relaship
Marketing: Looking Back, Looking Forward®Marketing Theory, Vol.
3, No. 1, (2003).

Christopher, M., A. Payne and D. BallantyRelationship Marketing:
Bringing Quality, Customer Service and Marketing Together, Oxford,
UK: Butterworth Heinemann, 1991.

Verhoef, P., P. Frances and J. Hoekstra. “The EftédécRelational
Constructs on Consumer Referrals and Number ofi&s\Purchased
from a Multi-service Provider: Does Age of Relasbip Matter?”,

Journal of the Academy of Marketing Science, vol.30, no. 3, (2002).
East, R., P. Gendall, K. Hammond and W. Lomax. ‘Stoner Loyalty:

Singular, Additive to Interactive?Australian Marketing Journal, Vol.
13, No. 2, (2005).

Morgan, R.M. and S.D. Hunt. “The Commitment-trusbtedry of
Relationship Marketing”Journal of Marketing, Vol. 58, July, (1994).

Berry, L.L.. “Relationship Marketing of ServicesGrowing Interest,
Emerging Perspectives’Journal of the Academy of Marketing
Science, Vol. 23, No. 4, (1995).

Bitner, M.J.. “Building Service Relationships: It'All about
Promises” Journal of the Academy of Marketing Science, Vol. 23, No.
4, (1995).

Berry, L.L.. “Relationship Marketing of ServicesGrowing Interest,
Emerging Perspectives’Journal of the Academy of Marketing
Science, vol. 23, no. 4, (1995).

12