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Abstract

This study aimsad examine the impact of relatisinip marketingunderpinnings
on customer loyalty in Bank of Palestind questionnaire derived from
previous studies and the relevdierature was completed b#00 business
customers in West bank and Gaza Sthtultiple regression analysis assessed
the impact on customer loyalty dive constructs ofrelationship marketing

(trust,commitmentconflict handling values and empathy

The study concluded that the level of relationship marketing underpinnings
namely (Trust, commitment, conflict handling,lv@s and empathy) is high
from the perception of business customers of bank of Palestine in West bank
with proportional mean of (88.16%) , where the level of relationship marketing
underpinning is moderate (71.04%) in Gaza Strip, there is a significance
difference in the loyalty level between Gaza Strip (68.36%) and West Bank
(89.33%) , and there is a significant relationship between the relationship

mar keting underpinnings and customeros

It is recommendedon this evidencethat customer loyalty can bereated,
reinforced and retained by marketinglans aimed at building trust,
demonstratingcommitment to servicehandling conflictefficiently, improving

values andlealingwith customers in a timely, reliable andpctive fahion.
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Chapter One
Introduction

1.1 Preface:

The marketplace today is very dynamic, vibrant and competitive. The customers
are smarter, more informed, andvlaan access to many channels and choices
which they take little time to exercise. Customer can easily def@ct

competitors who promise better offerings at lower prices (Bhardwaj, 2007).

Present day business environments are characterized by increasingpted
markets, caused by changes in the nature of competition and agrewéng
imperative to attain a comprehensive appreciation of customer needs.

Matching the growing complexity of the business environment has led to an

evermore diversified andemanding customer base (Barnes et al., 2004).

Over the past years the interest in retaining customers increased considerably.
Marketing attention shifted gradually but definitely from mutually independent
transactions to loyalty based repeat purchasdsceosssell opportunities [e.g.
Berry, 1995; Peterson, 1995; Peterson, 19B&ittberg and Dayton, 1996;
Fournier, 1998Gruen et al.,2000; DeWulf et al., 2004/iner, 2001 Lemon et

al., 2002]. Berry (2005) perceived relationship marketing as a tool\rbich
customer loyalty can be secured and, as a result, the attainment of higher
competitiveness and enhanced customer satisfaction can be achieved. The
empirical findings of Eisingerich and Bell, (2006) study suggests that, in
managing client relationgbs, financial institutions should consider the relative
effectiveness of individual relationship building strategies in fostering customer
loyalty. Studies of financial services markets suggest that the use of relationship

marketing can generate higherurets from customers (Greenbaum et al, 2003).



Chaston et al.o6s (2004) find empirical
versus a transactional marketing orientation has influence on the market
performance of small accountancy practic€arvatiyar and Sheh (2000)

consider relationship marketing to be the ongoing process of engaging in
cooperative andollaborative activities and progrs with immediate and end

usercustomers to create orenhance muklalonomi ¢ val ue at r e

Badrinarayaan(2005)noted that the phenomenon described by this concept is
strongly supported by egoing trends in modern business. Ndubisi (2004)
reported that more and more firms are capitalising on strongcfistomer
relationship to gain invaluable information dow best to serve customers and
keep them from defecting to competing brands. Hence, customer relationship
building creates mutual rewards Eisingerich and Bell (2006ich benefit both

the firm and the customer. By building relationship with customars,
organisation can also gain quality sources of marketing intelligence for better

planning of marketing strategy.

It is important, therefore, to empirically examine the actual impact of the
underpinnings of relationship marketing n ocustomer loyalty. Sth
understanding will assist in better managemenbarikcustomer relationship

and in achieving higher level of loyalty among customers. The study
Investigates the impact of five underpinnings of relationship markétingst,
commitment, conflict handiigs, value and empatliyon customer loyalty in

Bank of Palestine However, Palmatier and his colleagues (2006) have
cautioned that:Relationship marketing means different things in different
cultures and marketers should be as way of prescribing unisaisdions for
exchange bases as they are of developing universal product and promotion for

all markets.



1.2 Why bank of Palestine? (B.O.P)

Bank of Palestine P.L.C. &n importantational bank. It was founded in 1960

and commenced its operations on koy 21, 1961 by giving small loans to
projects and businesses and giving limited sterrn personal loans. Bank of
Palestine is the most geographically distributed bank with a banking network of

42 branches and stiiyanches spreading from Jenin in thetNdo Rafah in the

Sout h, the bank customerdés deposits l
($1, 251, 482,935), the bankédés net prof
the market share of this bank grows to 17.95Bank of Palestine is considered

asthe first bank in terms of banking Facilities which amounted to 57.2% of the

total volume of facilitiesand customer deposits which represents 50% of the

level of the volume of deposits in the Gaza Strip, while Bank of Palestine takes

the second place aft¢he Arab bank with (17%, 19.79%) banking facilities

and deposits volum@MonetaryPolicies and researait, Palestinian monetary
authority; December 2010).

Bank of Palestine offers many speci al
needs and exgetations; e.g., banking services for individuals, and companies.

The Bank has a distinguished management team and a highly qualified
professional working staff of 900 employees. In this year, Bank of Palestine is
celebrated Golden Jubilee of the Bank tarknfifty years of construction under

the slogan AFifty years of Buiaubddedngo (
by the Palestinian monetary authori2p10.



1.3 Statement of Problem

For Bank of Palestine to achieve, garner, keeping andtm@in n c ust 0 me
loyalty in the complex and competitive market of today. Bank of Palestine
should pay more attention to the underpinnings of relationship marketing of
business customers who represent the |

So that the stament of the problem can be stated in the following questions:

What i s the i mpact of relationship mar

loyalty?

1.4Research Questions

1.4.1Main question:

* What is the impact of relationship marketing underpineiog cts t o mer 6 s

loyalty?

1.4.2 Sub gquestions:

1. To what extent will the trustnderpinningnfluence the customer's loyaliry

Bank of Palestine?

2. To what extent will commitmentunderpinninginfluence the customer's

loyalty in Bank of Palestine?

3. To what ex@nt will conflict handlingaunderpinningnfluence the customer's

loyalty in Bank of Palestine?

4. To what extent will valueanderpinninginfluence the customer's loyalig

Bank of Palestine?

5. To what extent will empathynderpinningnfluence the cusimer's loyaltyin

Bank of Palestine?



6. What are the most important and desirable underpinning which affect
Customerod6s | oyalty in Bank of Palestin

1.5 Research Hypothesis:

1.5.1 Main hypothesis:

There is no statistical relationship at significant let®l =  Detw@eh
relationship marketingunderpinningsand customer's loyaltyin Bank of

Palestine

1.5.2 Sub Hypothesis:

H1: There is no statistical relationship at significant leMel = Ifetwées
customet r ust and c ursBankof®aledt®. | oyal ty
H2: There is no statistical relationship at significant leMel = Ifetwées

customer commitment and customer's loyaitidank of Palestine.

H3: There is no statistical relationship at significant leMel = Ifetwéeh

customer conflict handling araistomer's loyaltyn Bankof Palestine.

H4: There is no statistical relationship at significane v e=10.05between

customer values and customer's loyaitfdank of Palestine.

H5: There is no statistical relationship at significant leMel = B2wekB

customer empathy and customer's loyaitdank of Palestine.

1.5.3Second hypothesis:

There are no significant differencesnong respondentat levelU = 0. 05
towards the I mpact of relationship m

loyalty due to pesonal traits (gender, age, qualifications aadtor$.



1.6 Research variables:

1.6.1Independent:

The relationship marketing underpinnings which are:
__Trust

_ Commitment

_ Conflict handling

_ Values

_ Empathy

1.6.2 Dependent

_Customerodos |l oyalty



Figure 1.1 Conceptual framework of the study

INDEPENDENT VARIABLE DEPENDENT VARIABLE

Trust
Adopted From: - Ndubisi

(2005)
Commitment
Adopted From:- Ndubisi
(2005)
L Customers’
T Loyaity
Adopted From:-
Conflict Handling Ndubisi (2005)
Adopted From: - Ndubisi
(2005), Naceur &

Azaddin (2005)

Values
Adopted From: - Naceur
& Azaddin (2005)

Empathy
Adopted From: - Huseyin
et al. (2005), WNdubisi
(2005) and Beerli et al.
(2004)

Source: adoptedrom (Ndubisi,2005:Naceur&Azaddin,2005:Huseyin et. Al
2005 and Beerli et.a] 2004

1.7 Purpose of the study:

1.7.1 General purpose:

The study aims to exninethe nature of relatiaghip marketing underpinnings
and how it will affect each of the customers to be loyal towards their banks.

1.7.2 Specific objectives:

1. To measure whethgtrust commitment, conflict handlings, values and
empathyhavea n i mpact on c bakaoPaestiles | oyalty



2. To Assess what are the most important underpinnings which may affect
customeros | oyalty.

3. To measure the extent of the custom

4. To recommend some solutions for service providers in bank of Paldstine

may help in increasing customeros | oya

1.8 Significance of the study:

This study is the first one as the knowledge of the researcher which is done on
relationship in the Palestinian banking sector; this study will contribute in
evaluating the lew | of the customerods |l oyalty i

the bank to provide the best services in competition with others.

Customer's loyalty is important to any bank in term of enhancing their profit.
Without customers it's impossible for the bamk énhance or grow their
businesses. Observing and studying their customer's behavior, bank of Palestine
can develop strategies which can give them more profit. It really needs to be
more alert of their customer needs and wants. In order to sustain their
competitiveness in the marketplace, each bank needs to provide the excellent
service towards their entire customers. If thenk failed to maintain and
enhance their services, it's impossible for them to achieve their targets.

However, it's really difficulto achieve customer's loyalty

This study reflects the relationship
loyalty which stimulates many of the researchers to continue to study this topic
from time to time in order to stand on the needs of the customenagtihg

their expectations.



Chapter Two

Literature Review and Previous studie

2.0 Introduction

In this chapter, the researcher aimed to provide an overview of the literature
regarding relationship marketing underpinnings namely (Trust, commitment,
conflict handling, values and empathy) and the impact of these antecedents on

customero6s | oyalty in Bank of Palestin

2.1 The concept of relationship marketing:

In response to evancreasing competitive pressures in the business
environment, marketers aeggressive to attract customers and to get to know
them in order to better meet their cu
products/services, and strive to set up lbexgn relationships with them.
Relationships have been considered to be the backiobasiness activities

and marketing by several researchers and practitioners over the last two decades
and relationship marketing recently h
(Tynan, 2001).

With the research and interest in relationship marketing igggwfour broad
groups of researchers have emerged (Abratt & Russell, 2000), namely:
1. The Nordic School which focuses on service marketing and services
quality (Berry & Parasuraman, 2003)
2 . The Cranfield Schoo-Ausvhi ahooldfodnp & i
relationship marketing (Christopher, 2004)
3. The Industrial Marketing and Purchasing Group (IMP) which has been
highly influential in the study of industrial markets (Hakansson, 2005)
4. The North American researchers who are active in botmthestrial and

service markets (Payne, 2005)



According to Gronroos (2000), relationship marketing is the process of
identifying and establishing, maintaining, enhancing and when necessary
terminating relationships with customers and the other stakebplatea profit

so that the objectives of all parties involved are met where this is done by a
Omut ual exchange and fulfill ment of p
there exists fAa plethorao of definiti:
(2003) considers that the choice between definitions is often a matter of
convenience or researchero6s orientatic
Rel ationship Marketing definition of C

as below:

[T]he identificaion, specification, initiation, maintenance and (where
appropriate) dissolution of lorgrm relationships with key customers
and others parties, through mutual exchange, fulfilment of promises and
adherence to relationship norms in order to satisfy thjectves and

enhance the experience of the parties connected.

Gordon (2004) defines Relationship Marketing as the ongoing process of
identifying and creating new value with individual customers and then sharing
the benefits over a lifetime of associatiwith customers. It involves focus on

and management of the ongoing collaboration between suppliers and selected
customers for mutual value creation and sharing through interdependence and
organisational alignment. RM requires a company to focus on s&sar
technology and individual customers, scope of the business, selecting and
rejecting customers, a chain of relationships, rethinking the four Ps of marketing
and using relationship managers to help companies build new value with others.
Both Arias (20Q) and Gronroos (1990, 1994,2000) describe RM as to identify,
establish, maintain, and enhance relationships with customers and other

stakeholders at a profit, so that the objectives of all parties involved are met;
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this is achieved by a mutual exchangel dulfilment of promises. Gronroos
(2000) emphasises internal marketing as a process that has to be integrated with
the total marketing function if internal marketing is neglected, external
marketing suffers or fails. Gronroos (2000) outlines the sti@isgues of RM

to include defining the firm as a service business, managing the firm from a
process management perspective, and developing partnerships and networks
with customers. The key tactical elements are seeking direct contacts with
customers, builing a database, and developing a custemnented service

system.

Sheth and Parvatiyar (2000) look at Relationship marketing as efforts to involve
and integrate customers, suppliers and
developmental and martieg activities. It reflects interdependence rather than
independence of choice among the parties and emphasizes cooperation rather
than competition and conflict. They point out that a relational orientation to
marketing existed until the early years otlustrial development, and regard

RM as a rebirth of préndustrial practices. When mass production led to -over
supply of goods, marketers became transaction oriented. They attribute the re
emergence of the relational perspective primarily to the retudirext producer

to consumer marketing, resulting from changes in both environment and
organizations, including rapid technological advancements, adoption of total
quality programs, growth of the service economy, empowerment of individuals
and teams, and aimcrease in competitive intensity leading to concern for

customer retention (Gronroos 2000, Christopher, 2004).

The above overview reveals that Relationship marketing is clearly a- multi
dimensional concept. While there is no agreement on a single defirufi
Relationship marketing , researchers seem to agree on common themes under
RM, emphasizing (1) a selective target market approach, (2) process

management, (3) service and service quality, (4) performance measures of

11



customer loyalty in addition to ciumsner satisfaction level, and (5) internal
marketing. Such emphasis highlights the importance of these themes and
suggests that an effective Relationship marketing should address these factors

well.

2.2 The development of relationship marketngfrom transaction to

relationship:

Change is a matter of fact in our society. The mix marketing management 4Ps
showed its limitation after more than three decades dominance. Relationship
marketing came out at the marketing strategy continuum to resolve the
limitation of traditional marketing considering interpersonal relationships as

centre to businesses (Ngo & Odécass, 20

According to Gronroos (2000), the traditional view of marketing as a function
for specialists planning and executing a marketing mix may nattbgether

true where services are concerned. The marketing mix approach is frequently
too limited and does not cover all the activities that appear in customer
relationships at various stages of the customer relationship lifecycle. Grénroos
also explainghe classical Four P's as a clinical approach to marketing where the
seller is the active part and the buyer the passive. Further he states that the
globalization trend and the individualization of the customers has lead to new
marketing practices beingtnoduced to complement the traditional marketing
mix.( Zineldin ,2006).

Also claim that the traditional marketing process is not enough to create and
build a long term relationship between the buyer and seller. Gummesson (2001)
point out that in traditiodamarketing caring for existing customers used to be

second to attracting new customers. Varey (2002), like Gronroos, refers to a
new paradigm in marketing, relationship marketing, as a complement to the

more traditional approach transaction marketing.
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Doyle (2002) states that the three cornerstones of relationship marketing are:
planning and controlling of customer satisfaction, building and maintaining
stable relationships (customer loyalty) and customer value management.
Customer satisfaction managemeinicludes the comparison between the
expected delivered value and the actual delivered value as well as the image of
the company, the readiness to reaction, the dependability and the product
attributes (Kotler, 2000). Kotler et al (2001) also conclude thatomer
satisfaction is totally dependent of the customer expectation and how the
customer's actual perception of the products performance matches the
expectations. If the performance matches or exceeds the expectations, the
customer will be satisfied, bif the performance falls short of the expectation,
the customer will be dissatisfied. Egan (2001) further recognizes five drivers of
customer satisfaction which all involve a more personal contact with the
supplier:

ACore product and servicei basic poduct or service and its characteristics

A Support service and systemsg services around the core product that

enhance the provision of the core product.
A Technical Performancei how the provider gets the basic product or
service right and how it perfors.
AElements of customer interactiori how the customer is treated
AAffective dimensions of servicé subtle or unintentional 'messages' sent

to the customer.

In order to fulfil customer satisfaction, all five of the drivers must be equally
weighted; if the company succeeds in delivering four of the factors but
failing on one, they will still have an unsatisfied customer. It is also
important to consider what ‘'total message' is being communicated to the
customeri although the product and the servigetually are fine, small

details in how it is delivered and how it is perceived by the customer may

13



actually leave the company with an unhappy customer (Egan, 2001).

Customer satisfaction is important because satisfied customers are less likely

to switch © a competitor (Kotler, 2001). Customer loyalty and the ability to
retain customers are therefore highly dependent on the customer's actual
satisfaction; undoubtedly, customer service is a key ingredient in relationship

marketing and therefore in custonmetention.

Customer

Satisfaction

m—

Customer
Retention

—>

Company
profitability

Figure 2.1 Benefit of customer satisfaction (Adapted from Egan, (2001)

Doyle (2002) states the critical factor to attaining customer loyalty is

customer satisfaction because a customer who is highly satisfied will exhibit

the following dharacteristics:

1. Stays loyal longer

2. Buys more as the company introduces new products and upgrades existing

Ones

3. Talks favourably about the company and its product (Word of Mouth)

4. Pay less attention to competing brands anériiding, and is less sensitive

to price

5. Cost less to serve than new customers because transactions are routinized.

However

t

mi g ht

be

mu ¢ h

mi

st aken

purchasing records to tailor the loyalty of consumdrserdby to monitor

relationship marketing with them. Barnes (2003) points out those companies
often delude themselves into thinking that they have a relationship with
customers if those customers buy their products and services regularly. He

ar gue s :ersiunderstand the difference between repeat buying, which is

often based on convenience, price or other-@motive factors, and situations
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where they go back to the same companies and brands again and again because
they feel something special toward tiem ( Bar ne s, 2003:178)
compares this special feeling of consumers toward certain companies and
brands with Athe same kind of emoti o
members, friends, and colleagues. This relationship metaphor may hold true for
durable goods with strong brands (Fournier 2005), or designer clothes and
prestigious luxury cars (Doyle 200Biery 2001), yet it is problematic because

no one can switch their parents. Banres (2003) also suggests that considerable
customer relationshipsan be | earned by Astudying

of human relationshipso.

2.3 Benefits of relationship marketing:

Addressing the benefits of Relationship marketing, researcher has outlined the
benefits for not only businesses, but customers &snfig.

2.3.1 Benefits to company

One of the benefits of having lofigrm relationships with customers is that
enables companies to better under st ar
habits, which in turn enables them to improve and frequently custdiene

future marketing efforts. Webster (2006) explains to industrial marketers that
the firmbés procurement strategy may b
ability to deliver superior value to its customers. Also, Gale (2007) described

that companiesucceed by providing superior customer value. In the business to
customer context, partners that deliver superior benefits will be highly valued,

and customers will commit themselves to establishing, developing, and
maintaining relationships with such pagts (Morgan and Hunt, 2000).

Therefore, it is important for customer retention that customers receive superior
benefits from their partnershiglative to other options. For example on such
dimensions as product price, service satisfaction, and prodtformance, then

will be committed to the relationship. Specifically, implementing relationship
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marketing that mainly focus on providing value to customers, emphasis on
customer retention would bring to businesses the major following benefits that
lead totheir ultimate goal of profitability (Doyle, 2002; Christopher et al, 2002;
Kotler et al, 2001):
AL The method is an integrated appr oa
Therefore it provides a better basis for achieving competitive advantage.
A Sied custofmers are often willing to pay a premium price to a supplier
they know and trust
A Regular customers tend to place fr
usually cost less to serve
A L-termgcustomers may initiate free word of mouth prdortand
referrals
A L-termgcustomers are less likely to switch to other competitors, making
it more difficult for competitor to enter the market
A - The cost of acquiring new customer :

A Happier customers may | ead to happi

2.3.2 Benefits to Customers

Besides the benefits to businesses, there is also much research highlighting

the benefit of Relationshimarketing tacustomers:

A Psychological benefits from close 1

A Soc i aslsuchas rdaeniiarity, personal recognition and friendships
(Gwinmer 2008)

A Economics benefits -saving $chenaes frothi s c o
custometloyalty programs (Peterson, 2009)

A Customisation benefits as setdvice
me et customerso6 specifications, pr e
2008).
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In order to obtain and create these benefits, RM needs to be rdanage
correctly in order to maintain, enhance and develop aterrg relationships
between businesses and omseérs. Alexander and Colgate (2000) suggested
that relationships exist and develop where there is commitment to the
relationship by both parties, where mutual trust and respect exist, together
with good communications, prioritisation of the otlgea r tinteeests) and
support and assistance in the achievement ofieng goals. While some of

the factors which build ideal relationships between individuals may be very
difficult to achieve within the customers to business, there exists,
nevertheless, the pprtunity to establish trust and commitment (Alexander
and Colgate, 2000). The authors also point out there is also a risk in creating
a strong relationship that weakens the bond of both parties involved when
expectations lead to undesirable consequencesredit refusal in financial

a services setting. From these perspectives, it is believed that trust and
commitment hold important roles in building up a strong relationship that
create both social and economic benefits mentioned above for both

businessg and customers.

2.4 Relationship marketing in banking sector:

In the increasingly competitive global financial world, relationship
marketing has been advocated as an excellent way for banks to establish a
unique longterm relationship with their customse Most of the core
product/service in commercial banking is fairly generic, and it is difficult for
most banks to compete purely on this core service (Panda, 2003). Thus,
recognition of the importance of relationship marketing, especially in
financial sevices sector (Alexander and Colgate, 2000; Ennew et al., 2006)
has grown in recent years. Berry and Gresham (2007) noted that the practice
of a relationship approach is most

personal ser vi cesceramlgtheocase ®realrange ofghe .
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more complex products in financial services sector, where the majority of
customers still prefer to make buying decisions supported by the expertise of
staff with appropriate knowledge (Dibb and Meadows, 2001). Rodor

considering the case analysis and in order to obtain maximum insight from

it, it is helpful to consider the literature on relationship marketing in banking.

Research on relationship marketing in the banking industry emerged in the
early 1990s (Perrier2004; Keltner, 2005). Today, in the new competitive
environment, the development of close, ldagting relationships with
selected target customer has been often advocated in the international
literature as a major strategic tool to limit competitionniarkets and to
defend bank profitability in the long run (Sharpe, 2007). Boot and Thakor
(2000) also add that a relationship orientation can alleviate these competitive
pleasures because a relationship banking orientation can make a bank more
unique relawve to competitors. Thus a more competitive environment can
encourage banks to become more cl@nen and customize services, thus
focusing more on relationship banking. Despite the absence of a unique
definition of what relationship banking is, thesegeneral consensus among
authors that it is a great deal more than a way of selling; relationship banking
represents a strategic choice with serious managerial implication. This means
that its establishment requires the implementation of several elements
(mission, policies, programs, strategies, organizational changes) that foster a
custometoriented culture, encourage mutual and continuous investment in
the relationship and create a climate of trust and loyalty (Perrien et al., 2007;
Ricard and Perrien,®0 8 ) . According to Moriarty
involves more than an emphasis on total customer profitability and-cross
selling; it includes an acknowledged perception of mutual interdependence
bet ween the bank and t he cdensetobbmtbr é T h

parties is often based on mutual trust and openness, shared objectives, and a
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commitment to doing business with each other on -loryr m basi s

( Moriarty, 2003, p . 4) . Boot (2000)

provision of financih services by a financial intermediary that invests in

obtaining customespecific information, often proprietary in nature and

evaluate the profitability of these investments through multiple interactions

with the same customer over time and/oracrosd pra t s 0 ( see Boot

10). The combination of these definitions allows examining the principle

elements characterizing relationship banking, which can be summarized as

follow:

1. It is a personalised process as it is based on ongoing interaction between
two parties and on a deep knowl edge

2. It is a longterm process: relationship banking implies multiple
interactions with the same customer over time and/or across products,
aiming at increasing customer loyalty and stabilizimg bank profitability
in the long run

3. It must be profitable for both parties: a relationship can develop only if
both the bank and the customer realize it adds value and seeks to foster
their commitment and trust

4. It involves a number of clierdpecific nformation, often proprietary in
nature

5. It tends to be asymmetric; according to the literature, in banking
relationship the overall quality and effectiveness of the relationship

generally rest on the service providers.

Dibb and Meadows (2001) cited theglationship marketing in commercial
banking a range of issues must be addressed if the effectiveness of a

relationship strategy is to be ensured:
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A The organisationés structure mu s t
decentralized structure required dyelationship strategy

A The influence of human resources ma
of relationships must be considered, particularly in view of potential gaps
bet ween sellersdé and buyersodo percepti
A The best way p managerdwith thfermation laradtdateso n s h
about their customers must be identified, so that the best efforts are made to
understand those customers and their environments

A The fit of pricing within the relat
A The r ol dorce inh the dewlopsnant af the relationship must be

considered and reflected in safesce training.

2.5 Relationship marketing from managerial perspective:

From a managerial perspective, it is very important that both management and
Marketing staff uderstand the dimensions of Relationship marketing as these
will ultimately underpin the strength of relationship development between
service provider and customer (Ward and Dagger, 2007). In this competitive
environment, understanding the nature of theselati®nship marketing
constructs is vital for implementing effective Relationship marketing strategies.
From the study of Relationship marketing and service customers, Ward and
Dagger (2007) reported that organisations must undertake Relationship
marketing activities at an appropriate level to remain competitive and those
different levels applied to different services. Their study suggested that
mar ket er s shoul d not expect Cust ome

automatically due simply to duration or frequeg of contact.

The strategic factors affecting relationship marketing or increasing relationship
strength in terms of competitive advantagelifferentiation, key industry

success factors, market share and increased profitalifitist be accounted for
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in service quality. Relationship marketing forms the bridge between the
organisation and its customers, with the organisation using it in reinforcing
linkages, responding to customer needs and serving market-seignoents
(Berry, 2002; Hennigl hurau, 200]

In summary, Relationship marketing involves sustaining-k@nm relationships

with valuable customers, on the basis of mutual benefit and fulfilment. RM in
the literatwi@abi sedbhoubnéwi ps where al
from enterig into such associations (Tadajewski, 2009) Based on a content
analysis of 117 different sources from Relationship marketing literature, Harker
(2005, p . 16) stated that Aan organi
developing and maintaining committethteractive and profitable exchanges

with selected customers [partners] over time is engaged in relationship
mar ket i ngo. Camarero (2007) referred
investmentsi commitment trust, values and communication. Expenestion

all forms of Relationship marketing have proved useful and activities, involving
interaction, feedback from customers and -may communication, produced
positive impacts and outcomes for the organisation (Bennett and Barkensjo,
2005). Relationship arketing practices and their association with these positive

outcomes, particularly customer loyalty.

2.6 Business relationship marketing

Relationship marketing (RM) was known as a strategic approach to industrial

And service markets, and was considet@ be unsuitable in other marketing
Context s. (O6Mal | ey ato-lbdusindgsg marketing a9 0 0)
been changed during the past thirty years both in the phenomenon studied and
also in its conceptual process. Many such as International Markatidg
Purchasing (IMP) Group has been active In B2Brketing research believe

that if B2B marketing research starts with relationships Between organizations
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and networks it is a strong possibility that a new set of findings emerge, different

set of assumpmins be shaped and different processes be found (Leek et al. 2003).

There is no exact definition of relationship marketing, we can strongly say that
it has flexible boundaries but many practitioners and academic people are
continuing lecturing about the dRtionship marketing. The core e of
relationship marketing is relations, maintenance of relations between the
company and the actors in its mictenvironment, such as suppliers, market
intermediaries, the public and specially customers as the most anpaxtor.

The idea is first and for most to create customer loyalty so that a stable,
mutually profitable and longerm relationship is enhanced (Ravald&Gronroos,
2006).

The idea of relationship and also relationship building being extended to other
Areas such as distribution, service and consumers these are as the result of
strong interest in relations between industrial companies. So we must also build
relations to middlemen, service suppliers and end consumers. (Jgrgensen, 2001)
Relationships in thendustrial marketing literature have been described as the
Exchange between all mutually committed parties. In the service marketing the
subject has not been clearly debated. The simplest form of a relationship is
when the customer has purchased fromsdo@e service provider at least twice.

In its simplest form, however, a relationship is characterized by positive
commitment by both the service provider and the customer. Liljander and
Strandvik(2008) proposed that a relationship term should be defiogdtfre
customero6s point of view as this corr
The customer can be committed both negatively and positively toward the
service provider, or s/he can be indifferent. A negatively committed customer

will try to end up he relationshi@s soon as possible, but is usually unable to do
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so in the short period of time because of different bonds which serve as exit
barriers (Liljander and StrandviR008)

According to this marketing fact that customer retention is fivegimere
Important than attracting new customer, companies are adopting relationship
Marketing principles and designing strategies to develop close andalstng
Relationships with the most profitable customers. The long-teremtation
which emphasizs commitment to customers is extremely impdr{&heth and
Parvatiyar2009).

2. 7 Relationship Marketing Underpinnings:

2.7.1 First Dimension: Trust

Moor man et al (2003) define trust as
partner in whomoe has confidencebo. The natur
that service consumers typically pay

therefore, must be willing to rely on the firm to deliver its promise (Berry,
2005). Trust is considered to be a-pegusite for loyalty, especially in the risk
dominated cyberspace where transactions are conducted at a distance
(Reichheld & Shefter, 2000). The maintenance of consumer trust in the retail
banking industry is of considerable importance as it can impact en th
likelihood of retaining existing customers (Morgan, 2002) and attaining new
ones. Furthermore, trust in a bank can also be more important to a bank

customer than price.

Customer perception of a firmés trustyv
satsfying and retaining existing customers but also in attracting new customers
through word of mouth marketing. According WéazquezCasielle$2009),

word of mouth marketing plays a majoole in acquiring new customers.

Because of the high level risk pertiep inherent in service offerings, potential
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customers are more likely to seek personal recommendations when choosing
service providers that relying on information provided by the firms. In many
cases, recommendations given by a colleague can signijicaeiduce a
personds perceived risk in se(Ngugehi ng ¢
and Leblanc2001)

A customer, when recommending a service provider to a third party, undertakes

a certain level of risk on his or her credibility toward the tipiadty that is likely

to erode if it fails to back up the recommendation(Foster &Cadogan, 2000).
Therefor e, cust omer perception of t he
reduces the perceived risk of recommendation giving, will increase the

likelihood of customers suggesting the firm to oth@figang, 201].

2. 7.2 Attributes of trust

Bitner (2006 suggest that keeping promises is crucial to the development of a
mutually beneficial relationship between customers and service providers. In
order to build a rusting customer relationship, a service provider must
demonstrate both its ability and willingness to deliver on what customer
construe as has been promised, whether explicitly or implicitly (Bhatty et al,
2001). Therefore it is important that the firmncanderstand and manage the
types of expectations that have been created in its customers (Bhatty et al,
2001) . The firm then needs to consi s
expectations with regards to its performance, at the same time promoting
relatonship building behaviors in order to win customer trust, which is the basis
of true loyalty (Bhatty el al, 2001).

Given that the relationship between a business and its customers is formed and
maintained, within a commercial context, the existence of rdtationship
depends, ultimately, on the commercial benefits that each party receives.

Business organizations attract their customers by offering first of all, a bundle
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of benefits that are built around their core competencies. Thus, a firm must be
able b promise and deliver a desirable level of professionalism in order to
encourage repeat patronage and to develop customer relationship and loyalty.
Therefore, the professional aspect of a custdiservice provider relationship

Is more important than itserpersonal element (tton, 2007 Bhatty et al,
2001).

An empirical study by Pressey & Mathews @8 confirms that the level of
professionalism a retailer can offer to its customers correlates positively with

the level of trust the customers haveomthf i r mds abil ity to d
Therefore, it is important that a firm seeks to strengthen customer perception of

its ability to perform as well as its reliability or, in other words, its ability to
consistently satisfy the customers over a lange horizon. According t@rady

& Cronin (2003, the importance of this reliability dimension of trust is that it
canodot be easily duplicated by competit

powerful competitive advantage.

From a relationship markein per specti ve, a service
reflects not only through its ability to deliver service but also through its ability
to solve any problems with customers that are bound to occur from time to time.
In a long term relationship, the existermieconflicts is inevitable. However, it

is the resolution of such conflicts that can be constructive or destructive to the
relationship. From a customer perspective, a strong relationship with a service
provider offers the assurance that the firm willdszessible when something
goes wrong (Kandampully2007. Loyal customers assume responsible
behaviors from their firms, especially in unexpected circumstances (Selnes,
2009). Therefore, effective problem handling that satisfies the customers will
increaseheir trust in service providers, while attempts to suppress conflict with
customers will eventually lose out on the vitality and cooperativeness of

customer relationships (Seln@€04).
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Furthermore,Beerli et al (2002)express the view that trust onlyhen a
customer has confidence not only in a
also i n iIts integrity. Hence, a firmob
honest in its dealings is more likely to enjoy strong and lasting relationship with
thecustomers (Bhatty et al, 2001).

In summary, trust can be considered as a function of consumer perception of a
retailerds integrity as well as i1ts .

promi ses and commitment andonsistentlgener al

2. 8 Commitment

A study by Morris et al.Z001)) indicates that the level of trust customers invest
in a firm correlates positively with the level of commitment maintained by both
parties through shared values and relationship terminatios. d@etmmitment
plays a central role in the relationship marketing paradighigie, 2006, and
has been identified as an important dimension of custsemice provider

relationship quality (Wong & Sohal , 2002).

Conceptually, commitment differs from loyalin that it is thought of in purely
cognitive terms that describe a consul
(Gilbert and Choi, 2003 For example, Moorman et al2d03 define
commit ment as O6éan enduring desThuse t o
commitment is enduring and implies a positive evaluation of a long term
relationship (Moorman et a2003. Consequently, commitment is often seen as

a key to longterm customer retentioténnig, Thurau and Day, 20D0

Leverin and Liljander (20063rgue that relationship that customers maintain
with a service provider can be constrainbased (having to), or dedication
based (wanting to), leading to different types of relationships to different
natures and relationship outcomes. For example, a atexlic based

(committed) relationship Manifest itself through cooperation and advocacy (i.e.
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recommendations), in addition to repeat patronadgevdrin and Liljander,

2006. Stobacka tal, (2002 suggest that commitment refers to adaption
process resulting r om r el evant partiesod6 1 ntent.i
toward each other. The notion of commitment entails the belief by both parties
that a lasting relationship is important as to warrant the investment of efforts
and resources, and the acceptamwf shorterm sacrifices in order to realize

long term benefits and to ensure that the relationship endures in the long run
(Schiffman and Kanuk, 2004In this sense commitment can be considered as

pledge of relational continuity (Oliver, 1999).

Commitment has also been shown to be a good predictor of customer future
intentions and loyalty (Park & kim, 2003). According to Wong & Sohal (2002),

a higher level of commitment leads to a compelling to make the relationship
mutually satisfying and beneficiallhese authors point out that committed
customers tend to perceive more value in the relationship with the firms they
patronize, thus are more willing to take actions in favour of these firms in return
for the benefitsreceived. Therefore, the behaviors aommitted customers
being more benefits to a firm than the behaviors of regular, but not committed
customers. As such, commitment is often seen as the driving force behind many

forms of customer behaviors.

Thus, by developing a high level of commitment amgpats customers, a firm

can make their purchase patterns more predictable and improve customer
retention (Bennett and Barkensjo, 2005For example Harwood and Garry
(2006) found commitment to positively influence the incremental volume of
business; a lal customer is likely to bring to a service providBennett and
Barkensj@ 2005 concludes that the notion of commitment is critical to a better
understanding of the psychological processes underlying repurchase behavior,
and is useful to distinguishue customer loyalty from other forms of repeat

patronage. Moreover, while repurchase behaviour may be achieved through
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satisfaction, It I's commitment t hat I
behaviors (Curasi& Kennedy, 2002; Heskett, 2002). Specyicfhite &
Schneider (2000) propose that commitment influences numerous consumer
behaviors such as considering alternative firms before making purchase
(Environmental scanning), purchasing exclusively from a firm (relationship

enhancement), and providingovid of mouth recommendations (advocacy).

Empirical research byHarwood and Garry(2006) identifies a strong and
positive relationship between customer commitment and their willingness to
perform such behaviors. Committed customers are also more willing to
corporate with their firms to resolve problems that might occur, as opposed to
existing from the relationship, and to use such problems solving as a basis for
new understandingHarwood and Garry2006. Bennett and Barkensj2005

Postulate that commitemt manifests itself through a resistance to change.
Therefore, loyal customers who are committed to a firm become reluctant to
consider other available alternatives. This is consistent with one of the findings

in Bhatty et al. (2001) which indicatethe846 of | oyal <customer

from their retailersd competitors.

2. 8.1 Attributes of commitment

Christopher et al (2002)contend that customer commitment may be caused by
effective reasons, such as perceived value or switching costs. Park & Kim
(2003) echo this view, suggesting that customer commitment to a business firm
Is influenced by both emotional (i.e. effective) and judgmental (i.e. calculative)
elements. Effective commitment is considered to be more powerful than
calculative commitment in eéhdevelopment of true loyalty, because it is less
likely to be affected by contingent events that may hinder the short term
benefits of repeat patronage€hristopher et al 2002. Hence, effective

commitment is more reliable as an indicator of true custaommitment.
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Park & Kim (2003) further argue that customer satisfaction with service quality,
which is part of overall satisfaction, and customer perception of relational
benefits, which are the benefits received from oargn relationships over and
above core service performance, are key to customer commitment to the retail
banking, similarly ,Eisingerich and Bell( 2007 express the view that
consistent purchasing behaviour is dependent primarily on consumer
perceptions of the benefits that resutinh remaining in a relationship with a
firm. On empirical studyKriksson and Vaghult, 200@onfirmthat benefits are

one of the most important determinants of customer commitment to a service
provider. Therefore, customer perception of relational benefian be

considered as an important dimension of their commitment to a business firm.

Commi t ment has also been found to be
differences among competing alternativearG and Burton, 20Q6observethat
customers who are layto a firm hold a strong belief that the firm continues to
represent the best alternative. To this extent, it can be argued that commitment
is a function of consumer perceptions of the degree to which a firm represents

the best available choice.

2. 8.2 The linkage between customer commitment and customer loyalty

The definition and conceptualist of customer loyalty in the previous section
specifies commitment as a key characteristic of action loyalty. Conceptually
commitment requires examination becauséheflongstanding issue of the link
between commitment, behavioral intentions, and subsequent action, and their

relationship with loyalty.

Loyalty and commitment are to some synonymous and represent each other.
There is a distinction between loyalty amtiated concepts such as commitment.
Commitment serves a as a precursor to a loyal attitude. Commitment is the

emotional or psychological attachment to a brand that develops before a
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customer can determine that repeated purchase is the outcome of a sense of
loyalty (Liang and Wang, 2007 Commitment ties an individual to a behavioral
disposition. Commitment can also be conceptualized as a relationship. For
exampl e, an employeeds commitment t o
I ndi vi dual 0 sith,iandenvdlvenient ecnaatpartecudar @rganization.

This implies intent to remain with the organization. Commitment consists of the
empl oy e e 6 s opimiens abeut the argardzation and also the level of

intent to act in a particular wagpunaris etla 2003)

Il n summary, commi t ment can be consid
personal attachment to a retailer, as well as their perception of the company in
relation to its competitors, and their orientation towards a long term relationship

with the etailer.

2. 9 Conflict Handling

2. 9.1 Defining conflict

There are many misconceptions on the meaning of conflict and its possible
consequences. It is important for researchers to clearly define their perceptions

and definitions of conflict in order to @vent irregularities in solving conflicts.

The most influential definition of conflict is stated by Morton Deuts2®0(),

who states that a conflict exists when incompatible activities occur. This means
that the action of one group or person attemptmgetach his or her goals
prevents, obstructs, interferes with or injures the action of another group or
person, or makes the action less likely or less effective, in attempting to reach
his or her goals. Many theorists on confln@ndling literatureagreewith this
definition, although there are some differences. David Johnson and Roger
Johnson %2003, for example, perceive the definition of Deutsch as the

description of a conflict of interests in which incompatible interests exist. Allan
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Filley (2003 also places an emphasis on interests by stating that in a conflict
the interests of the parties are mutually exclusive. Kathy Bickmore4(26a

the other hand, focuses on the divergent wishes or needs of the conflicting
parties which lead to disagreementsd aproblems. Overall, many theories
emphasize the interference of actions, interests, wishes or needs between parties

which causes conflict to occur.

Conflicts can occur within one person (intrapersonal), group or nation or
between two or more persons €@mersonal), groups or nations (Deutsch,

2007). Conflict is most often perceived as involving two or more parties. These
parties are also interdependent of each other (Hocker & Wilmo$; 1@&nson

& Johnson,2000 According to Joyce Hocker and William Wiot (199),

conflict is a mutual activity in which the choices of each person affect the other
person. A person who is not dependen
interests has no reason for conflict with that other person. When the parties are
interdgoendent, the differences in their actions and interests cannot coexist if

both want to achieve their goals.

In sum, conflict entails the following elements: (1) there are incompatible
actions, interests, wishes or needs which interfere with each othent (2)
includes two or more parties; (3) the parties are interdependent of each other;
and (4) at least one of the parties perceives the situation as to be a conflict.
Therefore, conflict can be defined asituation in which at least one of two or
more intedependent parties perceives interfering and incompatible actions,

interests, wishes or needs between them.

2. 9.2 Different types of conflict

A conflict can either be destructive or constructive, according to the perception
of the disputants (Deutsch, @D). A conflict is destructive if its participants are

dissatisfied with the outcomes and feel they have lost as a result of the conflict.
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A conflict is constructive if the participants are all satisfied with the outcomes
and feel that they have gainedaasesult of it. Johnson and Johnson (2000) state
that, in addition to satisfaction with the outcomes, constructive conflict also
improves the relationship between the disputants, as well as their ability to
resolve future conflicts in a constructive mannerreality, a conflict is rarely

only destructive or constructive, but it seems preferable for both conflicting
parties to strive for constructive consequences as much as possible.

Conflict can also be distinguished according to the relationship bettieen
objective state of affairs and the state of affairs as perceived by the conflicting
parties (Deutsch?2001). In this sense, there are six different types of conflict:
veridical, contingent, displaced, misattributed, latent, and false conflict.
Veridica | conflict, also called O0true conf
accurately by the conflicting parties. It is not contingent upon an easily altered
feature of the environment. For example, a child wants to read a certain book
and another chilgvants to read that book at the same time as well. When there
I's not another copy of the book avail
contingent conflict exists when the conflict depends on readily rearranged
circumstances, but these are not gguped by the conflicting parties. The
contingent conflict would disappear if the available alternative resources for
satisfying the conflicting needs were recognized. The preceding example of a
veridical conflict will be classified as a contingent corifliwshen there is
actually another copy of the book available, so both children can read the book
at the same time. In displaced conflict, the parties are arguing about something
else than the actual conflict. This relates to manifest conflict and underlying
conflict in which the experienced conflict is a manifest conflict and the conflict
that is not directly expressed is the underlying conflict. The manifest conflict
usually expresses the underlying conflict in some form. In misattributed
conflict, the conlict is between the wrong parties because one or both of the

parties misattributes something to the other. As a result, the conflict is usually
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about the wrong issues. Latent conflict is a conflict that should be occurring but
Is actually not, for examplehen a person is not yet consciously experiencing
the situation as a conflict. False conflict is the occurrence of a conflict when
there is no objective basis for it, because of misperception or misunderstanding
(Deutsch2001).

2. 9.3 What causes and ineases conflict

Deutsch (2001) states that conflicts generally concern four types of issues.
Eirst, conflict can concern issues on control over resources which are perceived
to be nomrshareable, such as space, money, property, power, prestige, food, and
so forth. Second,conflict can also arise over preferences and nuisances, which
means that the activities or tastes of one person or group impinge upon
anot her6s preferences,kThird evales and beliefsi e s |,
can induce conflict. Ténclaim that certain values should dominate or be applied

in general, even by those who hold different values, can cause conflict. Beliefs
are about what one perceives to be reality. If the perception of reality of one
person differs from that of anotheenson, this can cause confli€inally, the
relationship between parties can evoke conflict when, for example, two people

have opposing views and desires in their relationship (Deutsch, 2001).

According to Filley (2003), there are several conditionscWwloan increase the
occurrence of conflict in social relationships: ambiguity of the limits each
partydos jurisdiction, conflicting 1 nt
either physically or with respect to time which causes communication lsarrier
dependency of one party upon the other, parties wanting to make joint
decisions, a need for consensus, imposing behaviour regulation on one of the
parties, and the presence of unresolved prior conflict. These conditions may not
always lead directly toanflict, but they can create opportunities for conflict to

arise.
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According to Johnson and Johnson (2000) there is not enough information
about the specific events that trigger conflict and the barriers that prevent it
from occurring. There are not mangudies about conflict in schools that, for
example, examine the factors that influence aggressive behaviour, although is
generally agreed upon that the psychological experience of arousal contributes
strongly to aggression, which can evoke destructive lictsxf Therefore, it
seems important for researchers to also examine the possible factors that induce
aggression in different sectors such as frustration and anger among clients and
employees, and also factors like crowding, temperature and the presence of
aggressive individuals who are perceived as role models (Johnson & Johnson,
2000).

2. 9.4 The positive effects of conflict

Many people associate conflict with fighting, struggle, and violence. In this
matter, it is important to be aware of the differehetween a conflict issue and
conflict behaviour (Van der Vliert, 2007). A conflict certainly contains some
kind of social behaviour, but the conflict itself is not the same as its reaction
towards it. Conflict behaviour leads to certain results, andvéthee of those
results can be either favorable or unfavorable (Filley, 2003). Unfavorable results
can be agitation, aggression, or violence. Unfavorable results of poorly
managed conflicts may include lower achievement and detrimental effects on
individual, such as stress, and challenges to-estlfem and seéfficacy
(Johnson & Johnson, 2000).

Contrary to what many people think, conflict can also have favorable results.
For example, it can stimulate group cohesiveness: conflict demarcates groups
from ore another and as such helps to establish group and personal identities.

External conflict with another group therefore fosters internal cohesiveness
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(Deutsch, 2001, Filley, 2003). Conflict also supports the balance of power
between parties, stimulates diga approaches to problem solving, leads to the
diffusion of more serious conflict by airing and handling problems in time and
stimulates a search for new facts or solutions which fosters creativity (Deutsch,
2001; McFarland, 2000). Conflict is necessémy encouraging individuation,
realigning relationships, and reducing anxieties (Johnson & Johnson, 2000). But
above all, conflict is mainly a motor for personal and social change. For
instance, conflict can help to establish social change by revitalesiing
norms and to contribute to the emergence of new norms (Deutsch, 2001; Filley,
2003).

2. 9.5 Conflict Handling

What is conflict handling?

Conflict handling or resolution entails the process of solving a conflict. The
most preferable way to solva conflict is through constructive conflict
resolution, because then all the participants are satisfied with the outcomes of
the resolution and feel they have gained something as a result of the conflict
(Deutsch, 2001). In constructive conflict resolatiahe conflict should not
harm, but create benefits and positive outcomes for the relationship between the
parties. In other words, the conflict should create awimsolution (Davidson

& Wood, 2004; Filley, 2003).

Win-win solutions are often possibggven the fact that most conflicts involve
disagreements of means rather than ends; the parties perceive the conflict to be
Omy wayod6 versus Oyour wayo6, while both
2003).

There are three possible processes forlmbrifandling. These are negotiation,
mediation, and attribution. Negotiation is a process in which persons who have
shared and opposed interests want to come to an agreement and try to work out

a settlement (Johnson & Johnson, 2000). Negotiation can beledain a
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distributive or an integrative manner. The distributive approach is based on the
belief that you can only maximize your own gain at the expense of the other.
The integrative approach is based on maximizing the gains for both parties
(Johnson & dhnson, 2000). In integrative negotiations, both the goal that one
wants to reach and the relationship with the other party is highly valued.
Therefore, the parties seek to reach an agreement that ensures that both parties
fully achieve their goals and d@h any tensions and negative feelings are
resolved. Johnson and Johnson (2000) perceive this to be the most constructive
strategy to resolve a conflict. This seems true, because the integrative approach
is focused on maximizing the gain for both partiesjol is also the goal of

constructive conflict resolution.

When the disputing parties cannot resolve the conflict by negotiating
themselves, mediation can be an option. Mediation is the process in which an
unbiased third party (the mediator) assists utigpts to negotiate an integrative
resolution to their conflict (Bickmore, 2002; Johnson & Johnson, 2000). A
common form of mediation is peer mediation in which the mediator is a peer of
the conflicting parties. The peer mediator is responsible for guidheg
resolution process, by assisting peers to communicate with one another and to

negotiate a solution to their own problems (Bickmore, 2004).

The third process is arbitration. Arbitration is the submission of a dispute to a
disinterested third party vehmakes a final and binding judgment as to how the
conflict will be resolved. Arbitration is commonly used as a last resort when
negotiation and mediation have failed to resolve the conflict. The process of
arbitration is particularly applicable in school/hen mediation fails, the
teacher or administrator often arbitrates the conflict (Johnson & Johnson, 2000;
1995). Learning how to arbitrate is, however, not a means of conflict resolution.

In arbitration, the arbitrator decides who is right and who sngrand decides
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what the solution should be. Arbitration is also not a constructive approach to
conflict resolution because it is likely that at least one of the disputing parties
does not agree with the solution and feels that s/he has lost as a rdkelt of

conflict.

2. 9.6 Conflict Handling in Service industries:

In interpersonal communication, conflict occurs when an individual perceives
incompatibility between his or her own personal goals, needs, or desires and
those of the other partyayne and few, 2005. In dealing with conflict, people

use different strategies to accomplish their gdageeney and Morrison (2004
defined conflict handling as the abil

negative consequences of manifest and potential canflict

Conflict handling reflects the suppli
solve that particular conflict before they create problems and the ability to
discuss the solutions openly when the problem arises. Conflict handling requires
cooperatie behavior from exchange partners. According to Evans and
Beltramini (2002), in a negotiation setting, cooperative versus competitive
intentions have been found to be linked to satisfactory problem solution. In
short, good conflict resolution will resulthia positive relationship quality.
Conflict handling is an important relationship builder. Even though it is difficult

to service industries especially in banking sector to achieve zero service failure
all the time, but it is so important that the partarubanks put in a place of an

effective conflict resolution or problem solving machinery.

A major problem which had been resolved satisfactorily may leave in its wake a
happy and loyal customer, but maybe minor issues if not handled carefully will
result n defection. A more excellent approach, for example proactive in
planning and implementations includes, identifying potential conflict, solving

conflict before they manifest, avoiding potential conflict and blocking them.

37



Those efforts could bring the bettrelationship and loyalty to the particular
bank or service firm (Ndubisi, 2007Y.avas et al.(2004) found a significant
relationship between conflict handling and customer loyalty, indirectly through
trust and perceived relationship quality. As memid earlier, the ability of the
product or service provider to handle conflict well will also directly influence

customer loyalty.
2.10 Values:

2.10.1 Definition of Values

By definition, Aval ues are beliefs ab
importan t in |'ife.o(Oxford Dictionary, 20
Abasic assumptions because these ten
members and treated as neegotiable. However, values can be open to discuss
and people can agree to disagreerufteem. Basic assumptions are so taken for
granted that someone who does not hol

0crazyo6 and is automatically dismissed

According to French and Bell (2006) values are set of, assumptions and beliefs
constitutes an integral part of organization development, shaping the goals and
methods of the field and distinguishing organization development for other
improvement strategies56. In fact, most of these beliefs and values should have
been formulated earlyn the development of the field, and they continue to
evolve as the field itself evolves. These values and assumptions can either be
developed from research and theory by behavioral scientists or from the
experiences and observations of practicing masadgeench and Bell (2006)
argue that values are beliefs and are defined as beliefs about what is desirable or

good and what is undesirable or bad. As a matter of fact, values as well as

38



beliefs and assumptions provide people with structure and stabilithegs

attempt to understand the world around them (Kennedy, 2002).

2.10.2 The Importance of Values

A key el ement in defining culture 1is
Values guide employees in their daily life and Deal & Kennedy (2003) argue

that companies often succeed because their employees identify, adopt and act
upon the organizationds values. Wi ene
element of organizational culture and constitute an organizational value system.
Furthermore, the valuegpproach is independent of the cultural construct and is
therefore useful as an explanatory system. The organizational value system
should not only be seen as a way of identifying an organizational culture but can
offer unique meaning and perspective be tunderstanding of organizational

phenomena. (Cheney, 2004)

According to Wiener (2005), focusing on values leads to two issues:

The cultural concept 6s Il ntegration
explanation of organizational phenomena

Factors of cultural contribution relative to, for example, structure and

technology (noncultural variables) to various organizational outcomes.

2.10.3 The concept of Value:

Value is at the centre of marketing. Indeed, various definitions of marketing
revolve aroud the creation and exchange of value (Eggert and Ulaga, 2002).
According to Kotler and Keller (2006), for exchange, which is the core concept
of marketing to take effect, there must be at least two parties and each party

must have something of value toafthe other party.

Guenzi and Troilo (2006) observe that

purpose of a business is to create value for the shareholder. Shareholder value,
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however, I's really the outcomeotitssf t he
I ntrinsic reason for bei ng. The real
and services for customers that are o
organization can produce shareholder value only if it first provides competitive
customer valumdded o6 ( Page 158) . Roig (2006)
literature indicates that banks should focus on three fundamental types of value

Shareholder value, employee value, and customer value.

Kotler and Keller (2006) expound that value is marketedem forms; this
includes goods, services, events, experiences, persons, places, properties,
organizations, information and ideas. In the course of marketing a product or
service, marketers pick and choose strategies that, in addition to the product or
sewvice, add accompanying value (Osterwalder and Pigneur, 2003). Consumer
products are produced from a chain of activities, from primary industries to
secondary industries, from one location to another and from one firm to another
in what marketers describe the value chain (Kotler and keller,2006) with each

firm capturing part of the value chain ( Osterwalder and Pigneur,2003).

Kotler and keller(2006) present a conceptual model for holistic marketing
orientation that provides insight into creating and capguvalue. This model

integrates three key issues:
1. Value exploration
2. Value Creation
3. Value Delivery

Value exploration underscores the dynamic and competitive nature of value that
flow within and across markets, and an understanding if the relationships and

interactions among three spaces including:

1. The customer cognitive space which reflects existing and latent needs
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2 The companyds competence space refe

strategy of a firm.

3. The coll aboratoros r e s diawr ltoezontalp a c e
partnership can exploit market opportunities or how vertical partnership

can integrate value creation

Value creation follows from value exploration by matching information about
customer needs with the employable capabilities of the congnashyhat of its

collaborative networks to create value for the customers.

Value delivery further tasks the competences of the company and its networks.
The companyos cust omer relationship
management and business partnershimagament must be well aligned to

deliver and capture value.

Chaudhury and Kuilboer (2002) concur that all the activities of a company are
coordinated to achieve and deliver some value. They draw an important
dichotomy between business value and custonleev8usiness value includes

the activities that, on the firmds si
excellence, customer intimacy and product and service leadership. Customer
value refers to the value that the customer gets in patronizingréigkeict or

service of a company.

According to Evans (2002), the term customer value also applies to the value
that a customer brings to an organization or the worth that a firm places on a
customer (Pease and Wright, 2001). This concept has given impetoanty
models that have been adopted to maximize the value of customers to a firm
such as customer lifetime value (Woodall, 2003), customer satisfaction
(Modirghomi and Sarshar, 2005) and customer value management (Daniels,
2000; Evans2002.
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2.10.4 Custmer perceived value:

Roig (2006), Lin(2005), Salem Khalifa(2004) observe that customer perceived
value is of high strategic relevance to organizations but marketers and
researchers are haplessed for a common operational definition of the term.
The term value, customer value and customer perceived value are used
interchangeably by scholars and marketers to refer to the value that a customer
iIs said to perceive and derive from a product (Woodall,2003), as will be
examined in the following. One of the thess about customer value is that it

leads to customer loyalty. (Woodruff, 2004).

Business Dictionary.com (20000 08) defines the value
extent to which a good or service is perceived by its customer to meet his or her
needs orwantspeasured by customerdés willingn
depends more on the customerds percept

its intrinsic valueo.

Kotl er and keller (2006) define custo
between the progpct i ve customer 6s =evaluation c
costs of an offering and the perceive
develop that total customer value is the perceived monetary value of the bundle

of economic, functional, and Psychgloal benefits customers expect from a
given marketo (Page 141) and that tot
consumers expect to incur in evaluating , obtaining , using and disposing of the
given market offering, including monetary , time ,energyp d psychi c ¢
(Page 141). Desarbo (2001) observe that perceived value as a function of

perceived quality and perceived price has been widely recognized.

2.10.5 Value Perception

In a hyperdynamic and competitive marketplace, increasingly demanding

consumers expect their firm to deliver ewecreasing value at lower process
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(Hooi Ting, 2004. Camarero(2007¢ontends that the notion of customer value

Is dynamic because the criteria that consumers use to judge value are likely to
change overtimeamlver the various stages of a
company (e.g, first time Vs. Long term customers). Consistent with this view,
Vandermerwe (2003) argues that customer value should be defined by the
customers, rather than by the firm. Furer e{2002) argue that the importance
and the perception of service quality
and beliefs that might change from one cultural to another. Banks service
quality is commonly noted as a critical prerequisite for satisfging retaining

valued customer Aldlaigan and Buttle, 2005; Liljander and Roos, 2002;
Reinartz and Kumar, 2002).

Customer value perception is also regarded as a key determinant of overall
satisfaction (Cronin et al., 2000) as well as customer loyalty $§BeEman &

Grewall, 2000). Bhatty et al. (2001) conclude that firms need to continuously
seek ways to improve their value propositions in order to ensure customer

satisfaction, loyalty, and to encourage repeat patronage.

2.10.6 Attributes of customer valyserception

From a customer perspective, value is the benefits, such as quality merchandise
and caring service that are received in relation to the total cost of acquisition ,
which includes monetary cist (e.g. , price ) and -nmmetary costs (e.g. ,
shopping time ) Bennett and Rundi&hiele, 2004). Another explanation of the
Importance of values in judging the level of service quality comes from means
ends models of customer value. These models are based on the assumption that
customers acquire and upeoducts or services to accomplish favorable ends.
Values are defined in terms of personal values, mental images, or cognitive
representation underlying customers' needs and gfalst @nd McQuilken,

2005)
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Huber et al. (2001) , for example , state tlmt meansnds theory postulate

that linkages between product attributes , consequences produced through
consumption and personal values on consumers underlie their decision making
process ( Gutman , 2004) . Products and services are the means while
customes' personal values are the ends. An individual's evaluation of the
quality of a product or service is partly based on whether the product or service

enables him or her to achiekies or her desired and states.

Naceur and Azaddin (2005) have mentioned hairt article that values and
images were the most important dimensions of service quality in UAE
conventional banks. On the other hand, personal skills and values were the only
significant service quality dimension among the customers of Islamic banks.
Cudomers of Islamic banks are most concerned with the impression of

sincerity, trust and caring given to them by their service providers.

2.11 Empathy

Empathy is the O6édcapacityd to share an
emotion. It is often charaetized as the ability to ' put oneself into another shoes
66o0or in some way experience the outlo
oneself. The basic idea of empathy should be characterized is that be looking
expressions of the people facial or bodgvement , or by hearing their tone of

voice , which will immediate sense on how they feBbl{on et al., 2000;

Verhoef, 2003 . Empathy has the added value of reducing reliance on legal
governance, since exchange partners who are governed by the prwoiciple
empathy are more likely to treat others in the manner they would like to be

treated.

The importance of relationships for collectivist countries and countries with a
long-term orientation, empathy is important for services providers to build long

term elationships ®$ilvestro and Cross, 20DO. Further mor e,
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masculine or feminine dimensions is closely linked to the empathy dimension of
service quality. Because empathy is considered a feminine trait ( Kunyk &
Olsen , 2001 ) feminine cultures dieely to place higher value on empathy ,

for example in US services advertising is more likely to communicate the

empathy dimension of service quality than Korea service advertising .

SERVQUAL (Parasuraman, Zeithmal & Berry, 1988, Ndubisi, Chan, &
Chukwuwnonso, 2004)s the most widely used measure of service quality within

service industries .SERVQUAL consists of five dimensions:

(1) Tangibles physical facilities, equipment and appearance of personnel.

(2) Reliability _ ability to perform the proned service dependably and

accurately.
(3) Responsiveness _ willingness to help customers and provide prompt service.

(4) Assurance _ knowledge and courtesy of employees and their ability to

inspire trust and confidence.

(5) Empathy _ caring, the individlized attention the firm provides its

customers.

As mentioned by theParasuraman, Zeithmal & Berry, 1988, Ndubisi, Chan, &
Chukwunonso, 20Q4empathy is one of the important elements to measure the
service quality in service industries area. It is so irtgu to the each banks
manager to recruit staff with social skills that will assist the development of
long-standing relationship with customers. And the most important thing is that
bank should provide reliable services in order to achieve high leweistd mer

satisfaction, an antecedent of sustainable competitive advantage.

Empathy also is very higher significant associated with willingness to

recommend after allowing for the effects due to overall satisfaction and
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effective attitude ( Buamann et a2007 ) . In this case , It has seen that once
the customers feel satisfied with the services which provided to them , they will
recommend to the others about the particular firm , especially in banking sector
which really need high level of customer satition to ensure that the bank can
enhance their business . High satisfaction and effective attitudes is in turn
strongly associated with customer's future behavioral intentions in terms of
willingness to recommend and willingness to remain a customethdf
company needs to grow is a customer's willingness to recommend, as suggested

by Reichheld (2003), then effective attitudes, overall satisfaction.

Naceur & Hussein (2003) have stated that the human skill dimensions were
found to be more significant thahe dimensions of tangibles and empathy. In
short, its means that people more prefer to look on the human skills in the
service quality. For example, in Thailand, Korea and Indonesia, customer place
greater emphasis on the quality of contact than on rib@upt quality (Bang et

al., 2005).

In summary , empathy not only increase the level and quality of relationship
between customers and the organization , but also empowers the relationship to
deliver superior value , which in result customer's repeathpsec, customer

retention and sustained loyalty .

2.12\Why is customer loyalty?

2.12.1 The definition of customer loyalty:

The concept of customer loyalty emerged 1980s. It is quite a new concept, and
therefore, there are many definitions within thiddieSallberg (2004) describes
some earlier definitions about customer loyalty. All of them are showed in the

following table.
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Table 2.2: Definitions of customer loyalty (Séallberg, 2004)

Source Definition

Kumar et.al,1992 Behavioural attraction to a brand

East et.al, 1995 Proportion of total spending,
consumer 6s |l oyal

Mittal and Lassar,1998 Continuing customers

Dick and Basu, 1994 Favourable correspondence betws

relative attitude and repeat patronag

Kendrick,1998 Purchase frequeey and amount spe
per order or visit

Liljander and strandvik, 1995 Purchase behaviour

In this table, there are six different definitions of customer loyalty. According to
S2]1 1l bergbs (2004) suggestion, asifgdn si mi
these definitions it is argued that customer purchasing frequency is high and they
always continually purchase products of companies. Some factors are mentioned
in these six definitions, for example, continuing customers, repeating purchasing
andpurchasing frequency, all of these refer to the amount of purchasing. Besides
these, there are differences in these definitions (Sallberg, 2004). In Dick and
Basudbds (1994) opinion the factor of at
not mentioned Y others. And there are other ideas that continuing purchasing
and purchasing frequency are different. More specifically, Sallberg (2004)
suggests that for a brand or company,
often you continue purchase are differeFurthermore, as shown in the table
above, Kumar mentioned loyalty to a brand in 1992 and Mittal and Lassar

suggest continuing customers are more important in 1998.
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For example, for a grocery shop, customer may be loyal to either the shop or a
certainbrand in the store. Therefore, it is reasonable that customers can be loyal

to brand as well as products (Zhou, 2005).

Besides S22l | berMpiaga study,ebeand loyalty amdoproduets
loyalty are researched more deeply. They argue that prodddbrand are two
stages in the devel opment to satisfy
satisfaction and | oyalty are two stag:e
the study, in the process of gaining customer satisfaction and generating
customerloyalty, brand and product should be separately researched. It has
more influence on innovative products, such as automobiles and electronic
equipment, than traditional products such as fresh food and drinks. The
advantages of doing this include marketnaering, first mover advantages,
low-cost proactive innovation, and industry redefinition. On the other hand, the
disadvantages of ignoring the product as an initial stage include loss of market
opportunities or market leadership, higbst innovation and brand
development. (TorreSloraga , 2008) Besides the definitions mentioned above,

there are also some other articles and books discuss about what is customer

|l oyal ty. Il n Ball 6s book (2004), two f &
loyalty. Active loyalty refers to wordof-mouth and intention to use and passive

loyalty means not switching even under less positive conditions (Ball, 2004).
Furthermore, Oliver (2004) found four stages of loyalty, which are cognitive,
affective, conative, and actionylalty. Besides these definitions, there are many

other studies of customer loyalty.

The mai n t he me I n cust omer rel ati ons
cust omer so (Gr°nroos, 2000) . Peng an

marketing as all marketing taties directed towards building customer loyalty
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(keeping and winning customers) by providing value to all the parties involved

I n t he relational exchangeso. Custom
Parvatiyar (2000) as a deeply held commitment to buyatronize a preferred

product or service in the future despite there are situational influence and
marketing efforts having the potential to cause switching behavigim et

al.,2008) Loyalty may mean quite a passive improvement of situation. One
hopes that bad things will change for the better in the future. A loyal customer

has tolerance to approve for a while also inconvenient situation, for example

bad pricequality relationsPatterson (2004hinks that loyalty is the function of
satisfaction, swtching barriers and voice. Loyal customers may not be always

satisfied, but satisfied customers are apt to be |I&as( 2001).
Frempong(2002)xescribes loyalty as a process. At the end of the process,
satisfaction has effects to perceived quality,iolthcould cause loyalty and

intention to certain behavior.

The following table, shows the differences between transaction marketing and

relationship marketing (Gronop200Q
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Figure 2.3 Comparison between transaction marketing and relationship

marketing

The strategy continuum

Transaction Marketing

Relationship Marketing

Time perspective

Shortterm focus

Long-term focus

Dominating
function

marketind Marketing Mix

Integrated marketin
(supported by marketin|
mix activities)

Price elascity

Customers tend to &
more sensitive to price

Customer tend to be le
sensitive to price

Dominating quality Quality of outpuf Quality of interactior
dimension (technical qualitJ (functional quality
dimension) is dominatin| dimension) grow in
importance and mg

become dominating
Measurement d Monitoring of marke{ Managing the customg

customer satisfaction

share (indirect approach

base (direct approach)

Customer  informatiof Ad hoc custome| Reattime custome
system satisfaction surveys feedback system
Interdependency Interface of no or limiteq Interface of substantiz
between marketing strategic importance strategic importance

operation and personne

The role of
marketing

interng| Internal marketing of n

or limited importance tq
success

Internal marketing of n
or limited importance tq
success

Source: Adapteftom Gronroos (2000)

5C



2.13 Two dimensions Behaviour/Attitude loyalty:

Loyalty is commonly perceived as having two dimensiersehavioural and
attitudinal (Lam and Burton, 2006; East et al., 2000; Dick and Basu, 1994). The
degree of loyalty is often measured by behaviours such as frequency of

purchase or wordf-mouth (Lam and Burton, 2006; Dekimpe, et al., 1997).

The attitudinal approach views ayld customer as someone attached to a brand
and who will, when positively reinforced, buy that brand more often (Lam and
Burton, 2006). Attitudinal loyalty is the feeling of attachment, psychological
bonding, linkage to one provider and consistent regaithai provider as the
preferred choice. It is assumed that customers who are behaviourally loyal to a
firm display more favourable attitudes towards it, in comparison to its
competitors. However, in some cases, behavioural loyalty does not necessarily
reflect attitudinal loyalty, since there might be other factors (for example,
availability) that prevent customers from defecting to a brand or company
(Aldlaigan and Buttle, 2005; Liljander and Roos, 2002; Reinartz and Kumar,
2002). In addition to behaviodréoyalty, Liang, Wang and Farquhar (2009)
argued that a customerods behaviour al I

significantly affects the firmds finan

Attitudinal loyalty measurements are based on the definition of the &dvel
psychological attachment to a service provider. Five items, adapted from
Zeithaml, et al. (20046), Beatty, et al. (2003), Parasuraman, et al. (2000,

1994), Sirdeshmukh, et al. (2002) and Liang, Wang and Farquhar (2009), have
been selected: declaring iy to the provider, willingness to recommend,
positive wordof-mouth, encouraging others to use a service and regarding the

provider as a first choice.
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2.14 Loyalty Ladder:
Turning to the concept of the loyalty ladder (Christopher et al., 1991; Payne e
al., 1995; McDonald and Christopher, 2003). Lacey and Morgan (2009) noted

that relationship building is, by definition, a lotgrm process. Consequently,
marketers must extend the leagst abl i shed concept of a
addinga fewrungsot create a dArelationship | ad
includes distinct stages in the development of a -kengn customer
relationship, as described in Figure 2.4

The Loyalty Ladder

Brand champion Advocate
A

Tries new products Supporter
>
e~
S
Repeat purchaser Client 9
oo
c
‘@
©
1]
First-time purchaser Customer b}
c

Likely future purchaser Prospect

Figure 2.4: the loyalty ladder Adapted from Payne et al. (1995). McDonald
and Christopter (2003) And Lacey and Morgan (2009)

This figure i1 mplies that the mar ket el
Aprospectso at the | owest rungs of th
marketing terms, a customer is someone who has done busindsshei

company only once or occasionally. When customers start to acknowledge a
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Prodbem&@d its and do business on a rep
At this stage, Relationship marketing is crucial in transforming clients into
Asuppor tDemad d( Mdand Chirstopher, 2003) .
special relationship between the firm and the person becomes apparent.
Supporters enjoy being associated with the company and they may even be
persuaded to become fadwya posiive wovebf- At t
mouth about the organisation will occur. Lacey and Morgan 2009 added that,
advocacy customers exhibit not only repeat business, positive-afiondunt

and referrals but, also, a comprehensive willingness to help the business grow.
Find 'y, at the top level, the customer
which both parties can gain mutual benefit from the relationship. This model
demonstrates that RM is based upon finding the appropriate means to move

target customers up the emted loyalty ladder and to keep them there.

2.15 What is the benefit of customer loyalty?

From traditional perspective market share is the most important determinant of
compani es?®o profit. Many companies h a
takeovers so thatey can obtain economies of scale. In this way, they can
reduce cost and increase profit (Hill & Alexander, 2000). However, there are
also some companies to be exceptions. According to Hill and Alexander (2000),
some companies who do not have the largestket share are more profitable

than those with a bigger share. The reason of this is that they found customer
loyalty is more profitable than market share. As mentioned above, satisfaction
and | oyalty are two stages anyoffarilge c us |
(TorresMoraga, 2009). Furthermore, satisfaction is found to be a necessary
antecedent of customer loyalty (Zeithaml , 2002). First, customer satisfaction
makes customer have a higher likelihood of repeating purchase; second,
recommend other® try the source of satisfaction; third, become less receptive

to the compet i t-Maraga, 2008).fTkereiisradosof lifecature e s
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that states that satisfaction and loyalty are strongly related and this relationship
between satisfaction andyalty can be interchangeable. On the other hand,
others claim it to be unidirectional (Torr&%oraga , 2008). In this thesis, the
second idea will be adopted to build the theoretical framework. From the
compani esoO perspecti vely stiategy s daetpbunfori n g «
companiesodé profit. |t I's claimed that
an increase of profits by 25% to 95% (Sallberg, 2004). Customer loyalty
strategy can help companies to save money on a variety of costs (Séallberg,
2004), for instance:
Costs of advertising to attract new
Costs of personal selling effort to
Costs of setting up new accounts for
Costs of explaining business procedu

Cost si coifenitnebfefhavi or during the cust

Moreover , I n Nykampos (2001) book, h
strategy has other advantages. The first is that companies will have customers

on their side. The second is that successfulynaging customers different is

the key to success i n modern business
mentions that a customer loyalty strategy can save money for companies.
Furthermore, there are five more benefits of customer loyalty stratebg to
mentioned in his article (Duffy, 2003).

The first it smearis rthatfcestomeas| wha hecome familiar with

your brand will not hesitate to recommend the brand to friends and neighbors.
The second i s 0Acompltaears that oyahcestomer h a n
will view the brand as theirs. When there are problems, thus they will contact

with the company to make sure problems will be solved, but not defect.
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The third i s @ @meansnoydl customgrs aet mome witing
to purchase a brand through multiple channels, for example, the internet.
Doing this can increase their total consumption and reduce your cost of

doing business with them.

The fourth i s i lUmeansdratdoya custamers aesnsuch
more likey t o have your brand top of mi n

and it helps bring other customers to your brand.

The fifth I s Agreat er Itameans ¢hat daya of
customers tend to be more aware of some of the auxiliary bendiitmnéd

offers. Greater awareness of customer has impact on retaining customer
loyalty. These customers tended to stay with the brand longer because they
felt they received better value For instance, a retailer found that loyal
customers were more familiawith their free delivery service. This
familiarity led to greater sales as a result of taking advantage of the free

delivery.

2.16 How to obtain customer loyalty??

2.16.1 Why my organization?

As discussed above, implementing a customer loyalty strategy bcing
benefits for companies. Especially in the following three cases, companies
should adopt customer loyalty strategy so that obtain more advantages
(Nykamp, 2001).

Casel. Competitive differentiation suggests that it is difficult to compete in the
business world on any other basis. For instance, when product, price, promotion

strategy, and place of distribution can all be matched or bettered by competitors;
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or in some industries where the price of entry is high, you may not have the

upper hand on onaf these factors.

Case2. Heightened customer expectations are also difficult to ignore. The
innovations quickly become the norm, and the barrier continues to be raised for
those who seek to compete. For instance, those who maintain the status will find
that they are increasingly disappointing their customer, as well as failing to

attract new customer.

Case3. Adopting new technology, for example, the Internet, databases, analysis
engines, make implementing of customer loyalty strategy easier and with more

Efficiency

More and more companies or organizations will implement customer loyalty
strategy and these tool s. Those compal
behind I ts competitors. According to
implementing catomer loyalty strategy have two key points. First, companies
should recognize the potential value of current customer relationship. Second,
companies should identify more opport.
case, companies tend to be tied molasely with customers. And customers
view companies as tr ust wobodkthgre goertveovi der
factors that have impact on customer loyalty strategy to be mentioned. The first

i's High involvement. | t HWaantinuance @nc@at o n
brand. Before analyzing loyalty, companies must understand what facilitates the
beginning of the relationship. Determine the extent to which the choice is a high
involvement decision (Duffy, 2003). Moreover, when continuing to utilize a

brand customers there will be habit. It can keep customer from defect. High
involvement will make the habit stronger. The second is bad service experience.
Deal with the factor correctly can bring companies valuable experience when
dealing with customer lationship. Otherwise, customers may defect from

companies or give up the brand (Duffy, 2003).
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2.17 Loyalty in Services Industries
In service industries, the intangibility of services complicates the evaluation of

Service quality and satisfaction which ahe leading determinants of loyalty
(Lam and Burton, 2006). Peng and Wang (2006) stated that service loyalty is
unique, should be considered separately from brand loyalty and has different
determinants. Since services are intangible and heterogeneous;omesmers
perceive a higher risk in purchasing services than goods. Consequently,

consumers depend on evidence of credibility to evaluate services (Beerli, 2002).

In addition, intangibility makes it more difficult and expensive to gather
information. nsequently, Beerli (2002) noted that loyalty is more important
for services than for products and concludes that service loyalty remains a

significant area requiring further re

N

intended behaviour related to argice or company (Reichheld , 2000). These
authors suggested four dimensions for measuring loyalty in the services
industry: positive worebf-mouth, propensity to switch, identification with the

service and a preference for a particular service provider.

Others (Kandampully, 2004) argued that service loyalty is the assurance of a
consistent and superior quality of service. This concept stems from Berry

(1987)6s concept of earning customer sbo

Developing and maintainingcustomer loyalty, or creating loftgrm
relationships wi t h customer s, IS t he
particularly for service companies (McMullen and Gilmore, 2003). Loyalty in
services industries or service loyalty is defined as the assuodrceonsistent

and superior quality of service (Kandampully, 2004).
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2.18 Loyalty in Financial Services Industry

Loyalty is a vital instrument for financial institutions. In a highly competitive
environment, keeping current customers is an essenagteting aim for all
financi al i nstitutions. Ndubi si (2007
suggested that customers tend to be loyal if the bank is trustworthy, committed

to providing good service, reliable and efficient in communicating with
customes and able to handle conflicts well. His study provided empirical
evidence of the influence on customer
keystones: trust, commitment, communications and conflict handling. He
explained that banks aiming to develaydl customers should be trustworthy,
committed to the service ethic and communicate promptly and accurately.
Moreover, companies must resolve conflict in a manner that minimises loss

And inconvenience to customers.

Ndubisi (2004) also pointed out thatoyhl customers are valuable
communicators of positive wordf-mouth about the services and products of

the organisation. They attract new customers to the organisation and may
increase their own consumption, thus expanding sales and revenues. Finally,
loyal customers can also be useful sources of new product/service ideas
(Ndubisi, 2004, 2007). In global financial services, the study of Eisingerich and
Bel | (2007) found that customerso wil
providers resulted from how Wehey were treated by advisors, and how much

they perceived that an organisation wa

In B2B, an increasingly common initiative taken by marketers in building and
mai ntaining customer 0s c austqmerr layaliy v e b
programme. These programmes are useful and important, not only in consumer
markets, but also in the financial services industry. Loyalty programmes are
designed to enhance closer and more cooperative relationships ameng pre

identified custoners towards special products and servicesgy,2007).
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In studying loyalty in the financial services industry, the unique characteristics
of customer loyalty in the services industry need to be accounted for. One
notable result from the study of Lam aBdrton (2006) was that loyalty in
financial services may simply mean increased usage of services or increased
probability of a firm being considered as a main service provider, while
disloyalty stems from the unigue advantages of different providers fand t
perceived risks of relying exclusively on one institution (Lam and Burton,
2006).

2.19 Relationship marketing and its Impact on Customer Loyalty

As noted, the ultimate goal of RM is to bolster already strong relationships and
Convert indifferent customs into loyal ones (Ndubisi, 2007; Ndubisi and

Chan, 2005; Henntg hurau et al., 2002). It is considered an effective strategy,
not only for promoting loyalty and retaining customers, but is also crucial in

moving target customers up the ladder of loyéliyhl , 2002).

Relationship marketing bringsstability and decreased uncertainty to the
company by acting as a barrier to competitor entry and by keeping a stable and
solid base of customers (Alexander and Colgate, 2000). For customers, close
and longterm relationships yield three types of benefits:

1) Psychological or social benefits (familiarity, friendship and information
sharing).

2) Economic benefits (discount or other mosaying benefits) .

3) Customisation benefits (tailonade services/pradts), as noted by Simon,

Seigyoung and Karen (2005).

In studying the Relationship marketing underpinnings and its impact on
customer loyalty, both behavioural and attitudinal loyalty (Wam 2009) is
considered. Behavioural studies emphasise, for ebarfipquency of purchase
(Keiningham , 2007), while the attitudinal approach emphasises a loyal

cust omer 6s attachment t o a brand as
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reinforced, will increase purchase behaviour (Lam and Burton, 2006; Riley,
1997), for example, positive wordf-mouth, low propensity to switch, a

preference for a particular service provider, etc. (Sirdeshmukh et al., 2002).

2.20 How to retain customer loyalty?

Definitions of cust omer | oyal ty khave
some early definitions about customer loyalty are mentioned. In theses
definitions, cust omer l oyalty is rega
argued that | oy al customerso purchasi
high and they always ctinually purchase products of companies. Besides that,
customer attitude is important for customer loyalty. In these definitions, there

are some opinions argue that purchasing frequency and continue purchase are
different and continuing customer is imparta f or companyo6s cu

strategy.

Besides, in TorreMor aga and hi s-Muamga etmak,r2808) ( To
article, they argue that product and brand are two stages in the development to
satisfy customer so needsemamtbde ppeessfofer e n «
gaining customer satisfaction and generating customer loyalty, brand and
product should be separately researched. It has more influence on innovative
products. It has some advantages, such as first mover advantagenstow
proactiveinnovation. Before knowing how to retain customer loyalty, company

must know if customers are loyal to it, which means company must measure
cust omer | oyal ty. The factors mention
as fApurchasingo,ounftrée qaureen ciymp arntda mta nmf c

attention to.

I n Ball and his partnerso (Ball. et .
loyalty dimensions to be discussed, which are behavior loyalty and attitude
loyalty. Behavior loyalty is defined as repeatpurchase, which is the same

with purchasing amount/ frequency. Therefore it will not be discussed in the
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following part. Attitude loyalty is defined as positive affect for relationship and

a desire for retaining relationship continuance (Dick and B2302). Attitude

|l oyalty refl ects cust omativedpedispositpnsita i v e,
continue relating to the brand or company. In this process often involve

customer commitment (Oliver, 2000).

Il n Nykampds (2001) b egykcan helpucormpames to | oy
obtain more advantages in three cases. In another word, companies should pay
more attention on customer loyalty strategy in the following three cases. First,
competitive differentiation suggests that it is difficult to competdénbusiness

world on any other basis. Second, heightened customer expectations are also
difficult to ignore. Third, adopting new technology, for example, the Internet,
databases, analysis engines, make implementing of customer loyalty strategy

easier andvith more efficiency.

2.21 Palestinian banking sector

Palestinian banking system was established in the last decade of the last
century. There were only two banks in Gaza Strip and West bank at the end of
the era of direct Israeli military occupation, whiis the period that preceded

the national authority directly; Palestine limited bank in Gaza Strip, which was
opened in 1981.

After 1994 (the advent of the Palestinian authority), the Palestinian economy
started to show signs of new growth and improvesjeand the number of the

banks increased (Alwazir, 2010).

2.21.1 Operating banks in Gaza Strip

Currently, there are 13 banks operating in Gaza Strip. Of this total, there are
eight local banks (Five are commercial and three are Islamic banks) and the
remnder five are regional commercial banks. The Palestinian banking sector is
well- regulated a d operates in an efficient and effective manner (Palestine

monetary authority, 2010).
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Recently, banks in Gaza Strip are experiencing more challenges and tigficul

as a result of the Israeli Siege, where Gaza Strip is still waiting for
reconstruction, banksd customers are ¢
who are the most numerous, businessmen and traders who are the most in touch,
as well as customensith saving accounts, depositors, and those with limited

dealings such as recipients of aids (annual report of bank of Palestine, 2010).

2.21.2 Service provided by Palestinian banks

Operating banks provide all banking services known in the world, offering
current and futures accounts in different currencies, provide loans and
remittances, documentary credits and bank guarantees, Islamic banking
services, banking online services and other services. This has made the
competition look strong between bankst twhere what distinguishes a bank for
another is the quality of service provided to customers and not the service itself,

since the services are almost the same (Wady&Ashour, 2005).
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2.21.3 Major indicators in Bank of Palestine:

Fiqure 2.5 Major indicators 2002010

2006 2007 2008 2009 2010
Assets 602,555,348| 847,650,800 1,046,832,914 1,283,017,507 1,545,038,022
Customer Deposits | 480,821,032 679,633,662 840,497,297| 1,016,683,77¢ 1,251,482,935
Market share of 11.30% 12.93% 14.03% 16.71% 18.44%
customer deposit
Paid in Capital 36,299,146 | 59,769,737 | 81,404,137 | 100,000,000 100000,000
Net credit Facilities | 260,492,883 243,587,513 285,337,011| 343,311,230 545,026,391
Market share of 14.32% 14.84% 17.61% 17.26% 19.19%
credit facilities
Net Profit 13,903,924 | 20,579,398 | 23,610,956 | 26,929,168 30,119,469
Net income interests| 30,582,345 | 35,532,393 | 48,419,463 | 52,865,829 61,843,054
and canmissions
Equity 56,252,148 | 90,218,428 | 123,169,873| 150,822,464 163,884,250
Number of Branches 29 30 32 40 42
Number of 635 695 752 864 943
employees

63




2.22Previous studies

2.22.1 Introduction:

The following studies were reviewed to familiarize the topic of relationship

marketing to demonstrate the originality of this study and to reveal the gap it

will f i1 || i n the customerds | oyalty resescs

three categories which are the localjional andoreign studies.

2.22.2 Local studies:
1. El - Khaldy (2006)

(Measuring the level of service guality of the Islamic Banks Opeiting in

Palestine: from customeros perspective

This study has aimed to measure the level of services quality of the Islamic
banks operating in Palestine, from ¢
the gap approach in measuring of the level of sesviguality of the Islamic
banks, by depending on the SERVQUAL model to compare between the actual
performance of the provided service and its Perceptive performance. Depending
on five dimensions for the services quality (reliability, responsiveness, ggmpath
assurance and tangibility), which is compliance to comply with the working
nature of the Islamic banks. 865 questionnaires were randomly distributed on
the Islamic banks customers, 622 of them were retrieved and eligible for

analysis (72%o0f the questipaires).

The results showed a gap between the expected services and the actual
Performance, The dimensions where categorized according to the results as in
firstly responsiveness (85.4), secondly assurance (84.6), thirdly reliability
(83.9), fourthly empidny (81.3), and Fifthly tangibility (80.1).

The study has recommended that the banks should work on improving and

devel oping their services to reach
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should concentrate on training their employees especially thbee are in

direct contact with the customers.

2. Wady & Ashour (2005)

(Measuring _Banking _Service Quality in _Gaza Strip: A _customers'
Perspectivg
The aim of this study is to measure banking service quality in Gaza Strip from

customers' point of view. Theéusly investigates the existence of service quality
gaps through applying the SERVQUAL model. 500 questionnaires were

distributed and 280 of them were returned back i.e. 56%.

The results showed a gap between the expected services and the actual
Performance The dimensions where categorized according to the results as in
firstly assurance (0.82), secondly reliability (0.69), thirdly responsiveness
(0.68), fourthly tangibility (0.57), and Fifthly empathy (0.49).

The study recommended the ndedake custome expectationandaspirations
into account wheproviding services odeveloping standards for tipgovision
of bankingservicesandto be aware thathere aredlimensionghat requiremore

focusandattentionandthusshouldbe among theriorities forimprovement

3. Abu Mobébmar (2005)

(Measuring the level of service quality in the operating banks in Gaza

Strip: customerds perspective)

This study has aimed to measure the level of services quality of banks operating

i n Gaza Strip, f rva e studgadaptedctne@ap agpmwacls p e c
in measuring of the level of services quality in banks, by depending on the
SERVQUAL model to compare between the actual performance of the provided
service and its Perceptive performance. Depending on five dimerfsiotize

services quality (reliability, responsiveness, empathy, assurance and tangibility),

200 questionnaires were randomly distributed on the banks customers, 166 of

them were retrieved and eligible for analysis (83%of the questionnaires).
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The results lsowed a gap between the expected services and the actual
Performance, The dimensions where categorized according to the results as in
firstly reliability (0.88), secondly assurance (0.84), thirdly tangibility (0.81),
fourthly responsiveness (0.80), andtliy empathy (0.73).

The study recommended to focus on strengthening of the trust between the bank
and its customers, and to improve the empathy dimensions by training

empl oyees to put the customerds best i

4 . Shubébshaa (2005)

(Measuring the level of quality service in the working banks in Palestine:

cust omer 6s perspective)

This study has aimed to measure the level of services quality of Bank of
Palestine in Gaza Strip and West Bank,
adapted the gapparoach in measuring of the level of services quality in banks,

by depending on the SERVQUAL model to compare between the actual
performance of the provided service and its Perceptive performance. Depending

on five dimensions for the services quality @ellity, responsiveness, empathy,
assurance and tangibility), 1249 questionnaires were randomly distributed on

the banks customers, 1000 of them were retrieved and eligible for analysis

The results showed a gap between the expected services and the actua
Performance, The dimensions where categorized according to the results as in
firstly reliability (0.84), secondly responsiveness (0.81), thirdly assurance
(0.80), fourthly empathy (0.78), and Fifthly tangibility (0.75).

The study recommended the needhtprove the quality of services provided by
Bank of Palestine to reach or exceed c

the service quality as a strategy for competition and improvements.
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2.22.3 Reqional studies:
1. Chaker, Jabnoun (2010)

(Barriers to service quality in Islamic banks in Qatar)

The Islamic banking sector has been growing rapidly, particularly in the Gulf
region. The purpose of this paper is to examine major barriers to service quality
in Islamic banks in Qatar and the impact of derapbic variables on the

perceptions of these barriers.

120 questionnaires are distributed to employees of Islamic banks in Qatar.
Factor analysis resultad threedimensions namelyack of empowermentack
of centralization, and lack dfandling conikts effectivelywere found to be
significant barriers to service quality in Islamic banks in Qaftae Cronbach
alpha coefficients of these factors were 0.8020and 0.64

The study recommends that barriers can be eliminated or reduced easily through
training which has been proven to be effective in improypegormance and

finding quick solutions before the conflicts become dilemma.

2. Al-Ajmi et al. (2009)

(Clients of conventional and Islamic banks in Bahrain: How they choose

which bank to patronize)

The purpose of thistudyis to report a study into: the motives that dispose
customers in Bahrain to choose a specific bank; the levebwimitmentof
customers with the most widely used services/products offered by Islamic

banks: and the extent of& of thoseervices

The studyconducted in Bahrain to include three types of bank clients: those
who bank with conventional banks, those who bank with Islamic banks, and
who use both kinds of banks. The results are based on a response rate of 65.5

percen from 300 questionnaires distributed.
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It is found that: Islamic religious values T0) and social responsibility (69)
are the two most important factors that determine bank sele@a@mmitment

(0.64)is the third most important factor consideredb@ank selection

The study recommends that the most banks should reinforce the level of
commitment and valuesvhen setting and implemeng their marketing

strategies.

3. Sadeeq (2008)

(Relationship marketing: the vision of integrative philosophy, cacepts and

principles)

This study aims to provide a conceptual framework and an integrated view of
relationship marketing in terms of concept, importance and differentiation from
traditional marketing and to understand how this concept began equivadent an
achieve competitive advantage for many organizations when adopted. The
objective of this research is to show that relationship marketing is not applied in
one sector and not in the others but it would be applied ireetibss, especially
service ones, @ questionnaires were distributed to managers in different

sectors (banks and ministries in Syria)
The results of this study were as follow:

1. Relationship marketing theory offers a conceptual basis for the marketing as

it emphasizes improving the custer service through customer knowledge

2. Implementing relationship marketing in an effective way will make the

customer trust the organization and build long lasting relationship with it

3. Many of the academic people in marketing agreed that markebmitct

handlingis a basis for thdevelopment of the relationship.
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4. Relationship marketing requires work from all the departments of the
company together with marketing team to serve the customer, and it includes
building relationships at multiple level(economic- social - technical -

legal)which result in a loyal customers

5. There is a positive relationship between relationship marketing and the

organization productivity with its ability to solve conflict and problems

4. Jabnoun, Khalifa (2005)

(A customized measure of service guality in the UAE)

The concerns of service quality may differ from one country to another. It is
therefore crucial to develop measures of service quality that are pertinent to the
country and culture where the service feeed. Thisstudyaims todevelopa
measure of service quality in the UAE and then testing this measure in UAE

conventional and Islamic banks.

The components of service quality were developed through a brainstorming and
sorting exercise. Based on theuks of this exercise, thesearchergdeveloped
a 30item questionnaire comprising the five dimensions of SERVQUAL and

two other dimensions called values and image.

Factor analysis resulted in four dimensions: personal skills, reliability, values,
andimage. Results of regression analysis revealed that all four dimensions were
significant in determining service quality in conventional banks. Values and
Image were however the most important of these dimensions. On the other
hand, only personal skill andalues were significant in determining service
qgual ity I n l sl ami c banks. Reliabil it
constructos di mensi o083, images (0kD)s persamdl | o ws |
skills (066) and Reliability (0.43)
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This study reconmends the need to customize measures of service quality to

different countries.

5. Taleeb (2003)

(Measuring the level of quality servicesn the Islamic Banks in Amman)

This study has aimed to measure the level of services quality of the Islamic
banks Anma n , from customer Os perspective
approach in measuring of the level of services quality of the Islamic banks, by
depending on the SERVQUAL model to compare between the actual
performance of the provided service and its Percegierformance. Depending

on five dimensions for the services quality (reliability, responsiveness, empathy,
assurance and tangibility), 800 questionnaires were randomly distributed on the

Islamic banks customers.

The results showed a gap between the agpeservices and the actual
Performance, The dimensions where categorized according to the results as in
firstly tangibility (0.85), secondly responsiveness (0.81), thirdly empathy (0.80),
fourthly reliability (0.78), and Fifthly assurance (0.75).

The stuly has recommended the need to use the methods of modern marketing
in dealing with customers, which require taking the views of the customers into
consideration for the development of the bank, and paying attention to the
Jordanian banks to respond quickljo cust omer s6 needs as

who affect the quality of services.

6. Talieb (20@) study:

(Management trends in the Jordanian commercial banks to strengthen the

relationships with the client)

This study aims to discuss the measurelsetdaken by the commercial bank to

retain its customers in order to get their loyalty, and prevent tfrem
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switching to other banks, 150 questionnaires were distributed to the banks
manager in Amman.

The study concludethat:

1. Jordanian commercial bks reflect a negative relationship with their
customers, which makes the customer di
value for their clients

2. There is no clear strategy for the Jordanian banks to reflect the caring of its
management team to ldilong relationships with the clients in the weather of

high speed of technology

3. Jordanian banks are still traditional banks in using the technique which make

the customebisloyalto the services which are provided

The study recommended reinforcimglues through training employees to keep
their promises and deal with customers honestly.

2.22.4 Foreign studies:

1. Yang & Capel (2011)

(The antecedents of relationship quality in Malaysia and New Zealand)

The purpose of thistudyis to examine the rationship between the relational
dynamics,namely trust, personalisation, communication, conflict handling and
empathy, and relationshiguality in the banking industry of two culturally

dissimilar nation§ Malaysia and New Zealand

Bank customers in Kda Lumpur, Malaysia and Dunedin, Nexealand were
surveyed using a questionnaire. Bamhktercept technique was used in
administering thanstrument. A total of 358 customers (comprising 150 from
Malaysia and 208 from New Zealamutpvided the data for thetudy.

The results of the study show that the five relational dynamics explain 84
percent and 7fercent of variations in relationship quality in Malaysia and New

Zealand respectivelyfCommunication(0.82) trust (0.80) and empathy0.79)
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are significanly related with relationship quality in botbountries, whereas
personalisatior(0.78) has a significant impact on relationship quality in New
Zealand bubhot in Malaysia. The results also reveal that conflict handingb)

Is significantly and marginall associated with relationship quality in New

Zealand and Malaysia respectively.

The studyrecommended for the banking industry in the international context, it
Is important tounderstand that the values of a given market are critical inputs to
the develppment of effective relationship marketing strategies. Specifically,
culture has &ey role to play in building quality relationships as well as in

designing strategies f@nhancing perceived relationship quality.

2. Lattimore (2011)

(The antecedents ofelationship guality in Canada and United States)

The purpose of thistudyis to examine the relationship between the relational
dynamics,namely trust, conflict handling and empathy, and relationghality

in the baking industry of twonationsi Canaé and United States.

Bank customers ithese countries/ere surveyed using a questionnaire. A total
of 250 customers (comprising 150 fro@anadaand 100 from United States

California) provided the data for the study.

The results of the study show thduetthree relational dynamics explaii@6
percent ané2 percent of variations in relationship qualitydath nationsTrust
(0.78) and empathy0.70) are significantly related with relationship quality in
both countries, theresults also reveal that confli handling (0.90) is

significantly and marginallpassociated with relationship quality.

The studyrecommended for the banking industry in the international context, it
IS important toenhance trust, empathy and conflict handling because that will

lead toachieve a significant level of relationship quality.
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3. Heffernan (2010)

(Relationship marketing: The impact of emotional intelligence and trust
On bank performance)
The two aims of thisstudy are to explore the development of trust for

relationships beteen staff and customers in the banking sector and to
investigate possible links between financial performance of relationship

manager and their levels of emotional intelligence (El) and trust.

The original sample was made up of both relationship mandgex92) and
branchmanagers (& 129). This sample of (n 221)where respondents were
asked to complete an El test and questions relating to trusting behaviour. These

data were integratedith financial performance data supplied by the bank.

Trust was dund to be made up of three components: dependability; knowledge;
and expectations Further, there were significant stromgrrelations between
both trust and EI, when comparedthe financial performance of a relationship

managder.

The study recommendethcreasingawarenessof relationship managers
dealing with customers, because that will lead to enhance the trust between both
parties and in return increasing the effectiveness of the financial performance in
the banks.

4. Kantsperger, Kunz (2010)

(Consumer trust in service companies: mediating analysis in United

Kingdom banks)

The concept of Atrusto has gained <co
marketing during the last decades and is seen as a key mediator of customer
relationship marketing. Butipon a closer look at the literature, the construct
Atrusto is conceptualized and measur e
review and theoretical work, the purpose of #stisdyis to develop a conceptual

model of consumer trust in a service compawhich may help in detecting
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different mediating effects of trust in the customer relationship to the service

company.

Antecedents and consequences of trust are studied in a busHoessumer
services context in the banking industry. Empirical da collected from a
sample of 232 retail bank customers with checking accountsondon By
means of a LISREI(Linear structural relatiomdpproachirust is measured and

showedvarious mediating effects.

The empirical data support that trust plays gomeole in achievingcustomer
Loyalty (CL) . | n part i c u lkresddimensibnhas a sigaificantlyn t h a

greater influence on customey | oyalty

The study conclude that banks can create customer loyalty by eithil
trustworthy behaviour, showing credibility in the transactions and enhancing the

overall level of performance.

5. Chung, Shin (2010)

(The antecedents and consequents of relationship quality in internet

shopping)
The purpose of thistudyis to highlight the significance of relationship quality

factors (customer satisfaction, trust, and commitment) on positive word of
mouth (WOM) in online retailing. The relative importance of site characteristics
in online retailing on customer satisfaction wasmaixeed and the relationship

among customer satisfaction, trust, and commitment in offline was identified.
This study then proposes a conceptual model of the relationship among site

characteristics, relationship quality, and WOM in online retailing.

All of site characteristics in online retailing have a positive influence on
customer satisfaction. Communication of site characteristics has a positive
effect on customer satisfaction more than the other factors (shopping

convenience, site design, in formatiess, and security). Customer satisfaction
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affects positively commitment more than it does trust. Commitment affects
positively WOM (0.61) more than it does trust (0.57).
This study identifies theimportance ofcustomer commitment and trust in

achieving hgh quality relationships.

6. Jones, Ramsay, Wagner (2010)

(Trading interactions: supplier empathy, consensus and bias)

The purpose of thistudyis to explore the nature of buyers' attitudes towards
supplier empathy, Partial consensus and bias. The etdemthich buyers
display an awareness of and willingness to respond positively to, supplier needs,
wants and preferencdstermed supplier empathiy and how this influences

their attitude towards buyeupplier cooperation and support of relational
exchang is empirically assessed. In addition, factors that may influéree

level of empathy on customer relationship with the suppharally, the extent

to which social acceptability bias may mask attitudes in areas where consensus

exists is considered.

An empirical study utilising survey data from members of the Chartered
Institute of Purchasing and Supply in the UK was completed. A total of 421
useable responses were received and analysed to evaluate hypotheses. The
design also included efforts to iddgtthe presence, and minimise the effects,

of social acceptability bias.

The analysis indicates thatmpathy surrounding the relational exchange
approach is not shared by all practitioners. In addition, it is found that the level
of supplier empathy exhited by respondents (0.89) is significantly influenced
by supplierdepemence aversion, innovation focuand support for longerm

trading relationships.
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The paper recommends that compangas improve their performance as
buyersby increasing the levelfeempathy when dealing with customers and

suppliers.

7. Varca (2009)

(Emotional empathy and front line employees: does it make sense to care
about the customer?)

This study aims to examine the relationship between empathy and role stress
among front lineemployees (FLEs). The goal was to test the hypothesis that
emotionally critical aspects of the service encounter are central to role conflict.

A total of 226 FLEs completed a survey that measured role conflict. The
instrument also included measures of etnpa the degree to which FLEs

engaged in emotional labor during service encounters.

FLEs who spent timeengaged in empathetic behavior or saw empathetic

behavior as critical to service quality is more related to the customers, where the
more front line emloyees are empathic, the more customers are appreciating
that. The level of empathy was about (0.71); also the study reported a

significantly high conflict role (0.89)

This study recommends thateveloping flexible policy and procedure for
responding tocustomer demands; amglving FLEs greater decision making
authority to interprepolicy and make discretionary decisions during the service

Encounter.

8. O. Ndubisi, N. Madu (2009)

(The association of gender to firmcustomer relationship)

This studyaimsto examine the association of relationship marketing variables

(namely trust, commitment, communication, and conflict handling) with overall
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firm-customer relationship quality between male and female customers of

Malaysian banks.

Data were collected thrgh a field survey of 200 randomly selected bank
customers in Malaysia. Hierarchical multiple regression analysis (HMRA) was

employed for data analysis.

The results show that relationship marketing explains a significant amount of
variance in overall firrcustomer relationship quality. Except for
communication, all the independent variables are significantly associated with
perceived firmcustomer relationship quality. No significant gender differences
were observedThe mean rank for thdimensions are a®fows: Trust (0.84),
Communication (0.78), Commitment ), Conflict handling (070),
Relationship quality (®5)

The study recommends that in order to create quality -bastomer
relationships, banking service providers must be trustworthy, comniited
service and customer relationship, and manage conflicts well. The idea of
trustworthy behaviour, commitment, and conflict management leading to
customer perceived relationship quality is salient for both male and female bank

customers in Malaysia.

9. Chattananon , Trimetsoontorn (2009)

(Relationship marketing : A Thai case )

The purpose of this paper is to explore the impact of relationship marketing in a
Thai context by gathering both quantitative and qualitative data.

This research adopts a multi thed approach. A preliminary model is
developed from existing literature, and then tested with data collected from a
mail survey completed by 166 salespeople in 30 steel pipe firms in Thailand.

Finally, to better understand the quantitative results fralff@arent perspective,
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in-depth interviews with 15 sales managers are undertaken and the model

further refined.

The quantitative findings indicate that from the perspective of industrial sales
people, the key success factor of relationship marketinguss. tHowever, the
results of the irdepth interviews with sales managers did not support the views
of the salespeople. The sales managers erdifose variables: values (92),
empathy (B1), reciprocity (077), and trust (Or5), as affecting the succes$
relationship marketing. Further, company image, information exchange, and
time are identified as key factors that contribute to the building of these

variables, which in turn contribute to performance.

The key recommendations for thesudy are for maketing managers include

support for the use of relationship marketing programs at a strategic level as
well as suggestions for successful implementation of these programs. Through
enhancing the trust, values and empathy in salespersons and this will be

associated directly with buyeseller relationship development.

10. Musa (2009)

(The i mpact of relationship marketing

sector in Malaysia)

This studyexplores the impact of relationship marketing on customer loyalty in

the banking context. A survey of student of University Utara Malaysia and
employees of Permintex industries was conducted to determine the significance
and influence of the underpinnings of the relationship marketing such as trust,
commitment, conflict hardohg, and empathyon cust omer s 6 | oy
banking sector. A total of 138 usable questionnaires were obtained from a total

of 150 questionnaires distributed. The findings show that ¢l Variables

namely trugf0.85) commitment0.83) conflict handing(0.80) and empathy

(0.62)wer e i mportant i n determining and I
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Since the results of the research sho
trust, commitment, conflict handling, and empathy factors, therefore banks need
to consider these factors and provide the right tenant mixes, services and other

facilities that are essentials for attracting customers

11. Ndubisi (2007)

(Relationship marketing and customer Loyalty)

This study aims to examine the impact of relatigmsinarketing strategy on
customer loyalty. A questionnaire derived from previous studies and the
relevantLiterature was completed by 220 bank customers in Malaysia. Multiple
regression analysis assessed the impact on customer loyalty of four key
construcs of relationship marketing (trust, commitment, communication and

conflict handling).

The four variables have a significant effect and predict a good proportion of the
variance in customer loyalty. Moreover, they are significantly related to one
another. where the four variables are having different percentages relating to
customer loyalty , commitment (0.73) conflict handling ( 0.64),

communication ( 0.62)Trust (0.53), and customers were about (0.74) loyal.

This study recommended thatistomer loglty can be created, reinforced and
retained by marketing plans aimed at building trust, demonstrating commitment
to service, communicating with customers in a timely, reliable and proactive

fashion, and handling conflict efficiently.

12. Baumann, Burton, Elliott, & Kehr (2007)

(Prediction of attitude and behavioural intentions in retail banking)

This study seeks to explore the factors predicting customer loyalty in retail

banking. Loyalty was measured in terms of a customer's willingness to
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recommend a bk and their intention to remain with their main bank siemnn

(in the next six months) and lotstgrm (from six months to five years).

The study was based on a mail survey of 1,951 individuals. Potential predictors
were drawn from the literature and lnded in three separate regression models
to model different types of loyalty. The results indicate that willingness to
recommend is best predicted by affective attitude, overall satisfaction and
empathy. Shofterm behavioural intentions, however, werestbpredicted by
overall satisfaction and responsiveness, while {@mg intentions were
predicted by overall satisfaction, affective attitude and empathy. The three
models explained a substantial amount of the variation in ddy@endent
variables: 71 peent for willingness to recommend especially the empathy
variable plays a central role in creating loyal customéBspecent for shox

term intentions and 46 per cent for letggm intentions.

The recommendations demonstrate the importance of satisfangasures and
some SERVQUAL dimensions in predicting loyalty in retail banking. It also
found evidence that not all five SERVQUAL measures are needed to profile
customers and predict loyalty. But empathy is seen as an important variable to

predict the wilingness to recommend.

13. Mukherjee, Nath (2007)

(Role of trust in online retailing: A re-examination of the commitmenttrust

theory)

Trust and commitment are the central tenets in building successfutdong

relationships in the online retailing corte In the absence of physical
interaction between the buyer and the seller, how websites can gain the trust of
the buyers and deliver on the promises made have become central issues in
online customer relationship management. Btigly aims to reexaminethe

commitmenitrust theory (CTT) of relationship marketing in the online retailing

80



context. It seeks to theorize the antecedents and consequences of commitment
and trust in the online context and identify how CTT can be adapted in a

digitized business eironment.

Modified constructs and their measures are developed to understand the
antecedents and the outcomes of commitment and trust. Survey data from
British online customers (n=651) are used to test CTT hypotheses with

structural equation modelling.

The study suggests a significant modification to the traditional CTT model in
the online environment. Privacy and security features of the website along with
shared values are the key antecedents of trust (0.68), which in turn positively
influences relatinship commitment (0.74). Behavioural intentions of customers
are consequences of both trust and commitment. The relationship termination

cost has a negative impact on customer commitment.

This study proposes a modified model to understand the role ofioengrust

and commitment in a digitized environment. The modified constructs and

measures truly reflect the dynamism of online business. The extended CTT
model can provide better insight into managing customer relationships in online

retailing.

14. Ndubisi (2007)

(Relationship quality antecedents: the Malaysian retail banking

perspective)

The purpose of thistudyis to examine the impact of relationship marketing
(RM) underpinnings namely, trust, commitment, communication and conflict
handling on the aality of firm-customer relationship as well as the levels of

contribution of these underpinnings.
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The model of relationship quality based on literature was developed and tested
empirically among customers of retail banks in Malaysia. A structured

guestiomaire was used in the study. Sample selection was based on a
systematic random sampling technique, 321 questionnaires has been distributed.

Factor and multivariate analyses techniques were used to process the data.

The findings of the study support mogttbe hypothesized relationships. There
Is a significant positive relationship betweeommitment (0.88),conflict
handling (0.81)and trust (0.69)on relationship quality. The independent

variables contribute differentially to relationship quality.

The elationship marketing underpinnings can predict relationship quality well.
Banks can build and maintain quality customer relationship through trust,
commitment and conflict resolution. The outcome of the study can help banks
in developing effective strategg for enhancing the quality of fircustomer
relationships and in designing and delivering banking service strategies, tactics,
and training programmes that would enable bank employees and managers to
function effectively as relationship builders, nuers, managers, and

custodians in service settings.

15. Ndubisi et al. (2007)

(Supplier-customer relationship management and customer loyalty: The

banking industry perspective)

The purpose of thistudyis to examine the impact of the relationship marlgtin
underpinnings, namely: commitment; competence; communication and conflict
handling on the one hand and customer loyalty on the other, as well as the

mediation effects of trust and relationship quality.

Bank customers in Kota Kinabalu, Malaysia were ewed using a

questionnaire. Bank intercept technique was used in administering the
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instrument. A total of 220 customers provided the data for the study. Multiple

regression analysis was used to measure the construct's relationship.

The results show thaglationship marketing strategies, namely: communication
(0.88); commitment (072); competence (0.63; and conflict handling (61)

are directly and indirectly (through trust and relationship quality) associated
with customer loyalty. Moreover, trust amélationship quality are directly

associated with loyalty by about (0.64) for trust an@@Pfor quality.

This study recommemd that banks must communicate effectively, being
committed, and handlingonflicts well. They must give and keep promises,
communicate timely and reliable information to customers on new senades;

of this will help the bank in earning customer trust and building quality

relationship with them.

16. Caceres, Paparoidamis (2007)

(Service quality, relationship satisfaction, trist, commitment and business
to-business loyalty)

The purpose of this study is to establish a theoretical basis for evaluating a
strategic increase in customers' perceptions of service/product quality
specifically in terms of an increase in relationshialgy and customer loyalty
through trust and commitment in a B2B environméntand to test this

theoretical basis empirically.

Drawing on the relationshimarketing literature, the authors empirically test a

model of business loyalty in a sample of ZB@W/ertising agencies' clients.

Using the Gronroos conceptualisation, a clear pattern of sejqu@kty
dimensions is established and several important findings are repbrted
including empirical verification of the mediating role of overall relationship

satisfaction in the formation of loyalty attributes. The effects of trust and
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commit ment are also verified. Rel i abi
constructos di mensi on8 , eommitments(08f ol | 0 w:
commercial services(02) , Administrative service (@0) , communication

(0.68) and loyalty (065)

The studyrecommends that, in this service continuum, managers need to clearly
define relationship development strategies, service provision policies and
develop homogeneous semiprovision. Towards this direction, it is essential
that firms communicate the service and product quality standards to partners so

that differences in service provision can be avoided.

17.Ward , Dagger (2007)

(The complexity of relationship marketing fa service customers)

There are a number of assumptions inherent in relationship marketing, including
claims that a relationship should be deped with all customers in all
situations . Thisstudy seeks to show that marketers should not automatically
use relationship marketing techniques for all products and for all customers.
Where the relationship marketing antecedents are of critical important

(Empathy, values)

This studyreports the results of an empirical survey of 287 consumers for five
service prodcts in which consumers were asked to assess the strength of the

relationship between themselves and their suppli€anada.

Relationship strength was found to vary significantly between service products
and individual customers, and the impact of darabf the relationship and the
frequency of purchase on relationship strength depends greatly on the nature of
the service product. It was also demonstrated that some customers want a closer
relationship with service providers than other customers, argd abpect

significantly affects the strength of relationship perceived by the customer.
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Even some customers want specific service providers in dealing with them.
Also the study shows that empathy and values are two main dimensions that
should be availablare the service providers characteristics, according to the

results empathy scores about (0.71) where values score (0.68).

This study recommends that the use of relationship marketing techniques for
service products needs to be much more thoroughly dsshrto provide
guidance for practitioners and marketing theorists. The complexity of the
Arel ationshipodo construct I n mar keting
known set of Arul eso that Il ndi cate w

should, or shold not, be used.

18. Leverin, Liljiander (2006)

(Does relationship marketing improve customer relationship satisfaction

and loyalty in Australia ?)

The purpose of this study is to investigate the relationship marketing (RM)
strategy of a retail banknd examine whether after its implementation
customer relationships orientations (trust, conflict handling and values) were
strengthened through perceived improvements in the banking relationship and
consequent loyalty towards the bank. A survey wasdgoted on two
profitability segments, of which the more profitable segment had been directly
exposed to a customer oriented RM strategy, whereas the less profitable

segment had been subjected to more sales oriented marketing communications.

No significant differences were found between the segments on customers'
evaluations of the service relationship orientation or their loyalty toward the
bank. Where the relationship orientations have contributed differently in
creating loyal customers, in whidwonflict handlingforms about(0.55) values

(0.43) andtrust (0.23from the total improvements. Furthermore, regression
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analysis revealed that relationship satisfaction was less important as a

determinant of loyalty in the more profitable segment.

The study recomended that customer satisfaction and loyalty can be created,
reinforced and retained by marketing plans aimed at building trust,
demonstrating values to the services and handling conflict in a reliable efficient

way.

19. Ulaga, Eggert (2006)

(Relationshp value and relationship quality: Broadening the network of

businessto-business relationships)

The aim of thisstudyis to deepen the understanding of the value concept as

well as to enlighten the role of value in a relationship marketing setting. Any
value-adding strategy should take the objectives of relationship marketing, e.g.
establishing, mai ntaining and enhancin

a profit, so that the objectives of th

A two-stage research design was used. Firgithdaterviews were conducted
with ten senioflevel purchasing managers in US manufacturing companies.
Second, data were gathered in a natiadie mail survey among 400 purchasing

professionals.

The findings suggest that relationship value is an antetdderelationship
quality and behavioural outcomes in timetwork of relationship marketing.
Value displays a stronge impact on satisfac{i®®7) ,then commitment (0.62)
and trust(0.60). Value also directly impacts a customer's intention to expand

business with a supplier.

This study stresses the pivotal role of relationship value in marketing.
Contributes to a better fit between relationship marketing models and

managerial practice in business markets
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20. Nudbisi (2006)

(Effect of gender on customerdyalty: a relationship marketing approach)

This study aims to investigate the role of gender in the association of
relationship marketing underpinnings (namely trust, commitment, empathy, and

conflict handling) with customer loyalty.

Data for the researoliere collected through a survey of customers of banks in
Malaysia. Hierarchical Multiple Regression Analysis (HMRA) was used to
estimate the moderation effect of gender in the RM underpinnowggomer

loyalty relationship

The results show that the fownderpinnings of relationship marketing are
directly associated with customer loyalty. Significant gender difference exists in
the trustloyalty relationship. Women are significantly more loyal (0.88) than
men (0.58) at higher levels of trust in the ba@Glender does not moderate the
relationship between commitment, values, conflict handling and loyalty.
Women are more committed (0.61) than men (0.44) at the higher levels of
commitment in the banks, where empathy scores (0.77) in women which is
much highe than men who score only (0.34) from the values level, finally men
(0.89) is more loyal than women (0.32) in the higher levels of conflict handlings

inside the bank.

Banks should increasingly demonstrate that they are trustworthy in order to
keep customs loyal, more especially the female customers. They should also

be committed to service, appreciate values effectively and handle conflicts well.
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21. Dawes, Massey (2005)

(Antecedents of conflict in marketing's crosgunctional relationship with

saleg

The purpose of thistudyis to develop and test a model of the factors that

explain the level of interpersonal conflict between marketing managers and
sales managers in which this conflict will affect the cross functional
relationship. The paper aims wstablish the overall level of interpersonal

conflict in the full sample and in the two sampled countries (UK and Australia).

The study draws on two theoretical frameworks to develop the model, namely
structural contingency theory and the interactionrapph. More specifically,

the conceptual framework uses three groups of variables to explain
interpersonal conflict: structural, individual, and communication. Importantly,
the study developed and tested nine hypotheses. Confirmatory factor analysis
was ugd to test the validity of the measures while OLS regression was used in
testing the hypotheses. The data were collected from 200 sales managers in the
UK and Australia.

Overall, the study finds that there was a surprisingly low level of interpersonal
corflict (0.12) between marketing managers and sales managers and that there
were no differences across the two countries that result from the speed of

solving conflicts as soon as they rise.

This study recommends using a large empirical survey to exanhee t
marketing and sales dyad. Also, it is one of the few studies to test the effects of
behavioursof managers in solving conflictwhere the speed of solving any
conflict is the main reason for effective long lasting relationship between the
salesmanagersand the marketing ones from a side and customers from the

other side.
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22. Ndubisi & Wah (2005)

(Factorial and discriminate analyses of the underpinnings of relationship

marketing and customer satisfaction)

This study seeks to empirically evaluate theludgnce of the underpinnings of
relationship marketing on the perceived quality of banktomer relationship,

and on customer satisfaction in the Malaysian banking sector. A field survey of
bank customers in Malaysia was conducted using a guestionnageddtha

were factoranalysed to determine the key dimensions of RM. The resulting
dimensions were applied in the subsequent discriminate analyses conducted to
determine which factors discriminate between customers on the basis of

perceived bardkcustomer redtionship quality and customer satisfaction.

The results show that five key dimensions, namebnflict handling (0.81)
communication (0.65)ommitment (0.55)competence (0.4&nd

Trust (34.27); discriminate between customers in terms of perceived
relationship quality and customer satisfaction. Moreover, overall-bastomer
relationship quality discriminates between satisfied customers and those who

are not

Findings conclude that banks can create customer satisfaction by exhibiting
trustworthy  behviour, showing genuine commitment to service,

communicating information to customers efficiently and accurately, delivering
services competently, handling potential and manifest conflicts skilfully, and

Improving overall customer relationship quality.
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23. Ndubisi (2004)

(Understanding the salience of cultural dimensions on_relationship

marketing, its underpinnings and aftermaths)

The currenstudydemonstrates how relationship marketing (RM) application in
Cultures of low power distance, collectivismfemininity, high uncertainty
avoidance, and longper m ori entation, can bring
purchase, customer retention and sustained loyalty via superior customer value
delivery. Thestudyalso shows the moderation and mediation effects at,tru

equity, empathy, and commitment, which are the underpinnings of a
relationship as well as important values in the above cultéregiestionnaire

derived from previous studies and the relevaetature was completed by 150

University students in Majeia

The results show that, thelationship marketing underpinnings in itself cannot
yield repeat purchase, customer retention, and loyalty as some scholars have
erroneously theorized. There is only an indirect association (via superior
customer value) d&tween RM and repeat purchase, customer retention and
sustained loyaltyWhere values show (0.66), empathy (0.5%)ust (0.44),
commitment (0.45) and equity (0.22).

The study recommesed thatconcentrating more on understanding relationship
marketing undrpinnings will help in creating the sustained loyalty. By and
large, cultural perspectives are useful in understanding relationship marketing,

its underpinnings and aftermaths.
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24. Wong & Sohal (2002)

(An examination of the relationship between tru§ commitment and

relationship quality)

This study Attempts to examine the concepts of trust and commitment, on two
levels of retail relationships: the salesperson level as well as the store level, and
test their impact on relationship quality. Based amaew of the literature, a
conceptual model has been developed that links trust and commitment to
relationship quality.Using survey of 1,261 shoppers in a departmental store

setting in Victoria, Australia.

In particular, the two levels of relationshifsalesperson and store level) are
examined from the customerod6s perspect
trust and commitment will affect the relationship quality in a positive way
where commitment hasan impact of(0.60) and trust has (0.33from the

general impact on the relationship quality

The study recommends focusing on improving the trust level in the two levels
of retail relationships, at the same time to maintain the commitment and

enhance it as this will reflect totally on the relationshiplgy.
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2.22.5The significant advantage of this study:

This study is the first one as the knowledge of the researcher which is done on
relationship marketing in the Palestinian banking sector, where as the sample
includes the customers in Gaz#ri & West Bank ( Palestinian National
Authority)

Add to this , the number of variables which are taken in this study, in the
previous studies the researchers mentioned some variables and neglecting others
but here the researcher take the most five mamb underpinnings which are

(Trust, commitment, Conflict handling, values and empathy)

Moreover, this study wil/ contribute i
loyalty in Bank of Palestine, which helps the bank to provide the best services
in competition with other banks, this study reflects the relationship marketing
underpinnings on customero6s |l oyalty w
continue to study this topic from time to time in order to stand on the needs of

customers and meetinigeir expectations.

The researcher use the multiple regression analysis in predicting the most
desirable and essential underpinnings which may have a direct effect on

customerb6s | oyalty where the previous
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Chapter three

Research methodology

3.1 Introduction

This chapter introduces a detailed presentation of methodologgranddures
which have been followed in conducting the study abth#& impact of
relationship marketi ngalydheehager nni ng on
Includes Stug methodology, Data collectiostudy PopulationSample, Study

Tools, and Statistical methads

3.2 Study method and data collection:

Analytical descriptive method has been used to sustguantitative
measurement and analysData has been collectedrough different means
which include:

3.2.1Secondery resource$o introduce the theoretical literature tbe subject,

the researcher has depended on the followingréataurces:

1- Books and references in Arabic and EnghsloutRelationship marketing.

2- Periodicals, articles, published papers and referred previous studies
different countries whichavebeen conducted on the same subject.

3- The published annual reports fradank of Palestine.

4- The Internet sites arttie available electronic versions.

3.2.2 Primary resources:

To analyze the qualitative and quantitative characteristics of the phenomena, it
has been depended on collecting the primary data by the questionnaire (see
appendix 1) as a main tool for the study saves time and effort. The
questionnaire has beatesigned especially for this study and contains three

parts:
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1- The definition of the study.

2- The primary information about the demographic specificatiorthke@tample
individuals.

3- A set 0f48 statements regardintpe relationship marketing underpinnings is
mentioned with its five dimensions which a&rust commitment, conflict
handling, values and empajhijhis section is based on Garrisand Noreen
(2003) with some refinements regarding diges to be more suitable to
banking sectorSome measures has beepresented by several ones to give
more certainty of the consistenoy the customergesponses.. The aim of the
guestionnaire is taneasure the loyalty level of customers regarding the f
relationship marketing underpinnings in bank of Palestihery question has
five alternative answeraccording to Likert Scale which consists of five degrees

(Stronglyagree, Agree, Average, Disagree, Strongly disagree).

3.3 Study Population:

The pgulation of the study consists ofistomers of Bank of Palestine in Gaza

Strip and West Bank which is one of the wallown commercial banks.

3.3.2 The study sample:

The study sample has been selected as a random sample compnssdroérs

who are deatig with Bank of Palestine in Gaza Strip and West bank (PNA).
The researcher deals with the general manager and he agreed to distribute the
guestionnaire to the business customers of Bank of Palestine because he was
interesting to evaluate the bank perfonoa. 400 questionnaires were
distributed, half in Gaza Strip and the other half in the West Bahlke
questionnaire haBeen cdected within four weeks froml{, December2010

till 29" December, 2010) with a response rate of (100%).
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3.4 Validity and liability of the study tool:

3.4.1 Validity of referees:

The initial questionnaire has been given to a group of referees to fhdge
validity of it according to its content, the clarity of its itemseaning, and
suitability to avoid any misunderstandiagd to assurds linkage with the main
study aimsAfter a detailed feedback from the referees, the possible adaptation

has been done to meet their suggestions.

3.4.2 Pilot study:

The measurement has been appliedBB@rtustomers of Bank of Palestias a

simple random sample in order to check tisefulness of the used tool and its
validity and reliability. The pilosample has been distributed in the last week of
December 200 and collected withinfour weeks and has been exempted from

the studysample.

3.5 Data Measurement

In order to be able to select the appropriate method of analysis, the level of
measurement must be understood. For each type of measurement, there is/are an
appropriate method/s that can be applied. In this research, ordinal seaées w
used. Ordinal scale is a ranking or a rating data that normally uses integers in
ascending or descending order. The numbers assigned to the important (1, 2, 3,
4, 5) do not indicate that the interval between scales are equal, nor do they
indicate absaite quantities. They are merely numerical labels. Based on Likert

scale we have the following:

Strongly _ Strongly
Item Agree Neutral | Disagree,

agree Disagree
Scale 5 4 3 2 1
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3.6 Statistical analysis Tools

The researcher would use data analysis bothitgtiee and quantitative data
analysis methods. The Data analysis will be made utilizing (SPSS 15). The

researcher would utilize the following statistical tools:

1) Cronbach's Alpha for Reliability Statistics

2)  Spearman Rank correlation for Validity

3) Frequencyand Descriptive analysis

4) Nonparametric Tests (Sign test, MaWfhitney test, and KruskaNallis
test)

5  Regression Analysis

| Sign testis used to determine if the mean of a paragraph is significantly
different from a hypothesized value 3 (Middle value dfdrt scale). If the P
value (Sig.) is smaller than or equal to the level of significaacey.os, then

the mean of a paragraph is significantly different from a hypothesized value 3.
The sign of the Test value indicates whether the mean is significantly goeater
smaller than hypothesized value 3. On the other hand, if Wedue (Sig.) is
greater than the level of significance,-0.05, then the mean a paragraph is

insignificantly different from a hypothesized value 3.

1 Mann-Whitney test is used to examine if tleeis a statistical significant

difference between two means among the respondents toward the
Rel ationship mar keting under pi nnings
Loyalty - Case study: Bank of Palestine due to (write personal

characteristics, etce).
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1 Kruskal-Wallis test is used to examine if there is a statistical significant

difference between several means among the respondents toward the
Rel ationship marketing underpinntngs &

Case study: Bank of Palestine due to AQaalification, and Occupation.

3.7 Validity of Questionnaire

Validity refers to the degree to which an instrument measures what it is
supposed to be measuring. Validity has a number of different aspects and
assessment approaches. Statistical validityused to evaluate instrument

validity, which include internal validity and structure validity.

3.7.1 Internal Validity

Internal validity of the questionnaire is the first statistical test that used to test
the validity of the questiorare. It is measured by a scouting sample, which
consisted of30 questionnaires through measuring the correlation coefficients

between each paragraph in one field and the whole filed.

Table @B.1) clarifies the correlation coefficient for each paragraphtfe O Tr ust
and the total of the field. The-yalues (Sig.) ardess than 0.05, so the
correlation coefficients of this fieldc
that the paragraphs of this field are consistent and valid to be measure what it

was set for.
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Table (3.1) Correlation coefficient of eachapr a g r a p h " and theftofat u s t

of this field
Spearman
: P-Value
No. Paragraph Correlation :
" (Sig.)
Coefficient
1. | The bank is very concern with security 1
my transactions 0.544 0.000*
2. The bankds promise 0.541 0.000*
3. | The bank is consisteim providing quality
services 0.651 0.000*
4. | Employees of the bank show respect
customers 0.646 0.000*
5. | The bank fulfils its obligation to customer 0.642 0.000*
6. | have confidence 0.682 0.000*
7. |The bank has an accurate rer&
transactions 0.655 0.000"
8. | The bank has competent staff who deli
_ 0.715 0.000*
the services
9. |Ifind it necessary to be cautious in deal
with my bank 0.704 0.000*
10. | The bank keeps a closed eye to
customerds transac 0.732 0.000"

* Correlation is significant at the 0.05 level
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Table @3.2) clarifies the correlation coefficient for each paragraph of the
and t hevaluen(Big)lare te$s thanh0d5, f i e |

ACommi t ment
so the correlation coefficients of this field are sig@ific t at U = 0.05,
be said that the paragraphs of this field are consistent and valid to be measure

what it was set for.

Tabl e (3. 2) Correlation coefficient 0 |
the total of this field

Spearman
_ P-Value
No. Paragraph Corr elation :
" (Sig.)
Coefficient
1. | The bank makes adjustment to s
my needs 0.668 0.000*
2. | The bank offers personalize
services to meet
0.710 0.000*
3. | The bank is flexible when it
services are changed 0.703 0.000%
4. | The bank is flexdle in serving my
needs 0.726 0.000*
5. | I would be willing to pay a highe
prices for using the service of n 0.694 0.000*
bank over other banks
6. | The bank respect the customer ne 0.718 0.000*
7. | The bank contacts the customers 0.759 0.000*
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verify that they are suffied

8. | The bank contacts customers

remind them of the future services| 0082 0.000*

9. | The bank offers price reduction f

existing customers 0.724 0.000*

10| The bank offers free consultan
o 0.705 0.000*
for existing customers

11/ The bank ders daily progres
0.718 0.000*
reports

* Correlation is significant at the 0.05 level

Table (3.3) clarifies the correlation coefficient for each paragraph of the
AConflict Handling" anwlues (big.) atedessatHan o f
0.05,s¢ he correlation coefficients of th
can be said that the paragraphs of this field are consistent and valid to be

measure what it was set for.

Table (3. 3) Correlation coef fnding"e nt of
and the total of this field

Spearman P_Value
No. Paragraph Correlation (Sig))
Coefficient 9-

1. | The bank tries to avoid potential conflict 0.767 0.000*

2. | The bank tries to solve manifest conflig
before they create problems 0.693 0.000*

3. | The bank ha the ability to openly discug
solutions when problem arise 0.684 0.000*

4. | The bank is responsiveness to
complaints 0.708 0.000*
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5. | The service provider shows a since
interest in solving customer problem 0.730 0.000*
6. Cust omer 0s c 0o mp |leal
carefully by those responsible for it 0.750 0.000*
7. | The bank undertakes corrective actions
avoid IS|tuat|0n that have originats 0.728 0.000*
complaints
8. Th_e_bank ability to handle the complaints 0.736 0.000*
efficient and fast
9. | The bank do mamum efforts to maintaif
relationship with customers 0.734 0.000*
10. | Regular meetings for the bank to revise
complaints and find solutions 0.690 0.000*

* Correlation is significant at the 0.05 level

Table @.4) clarifies the correlation coefficient foeach paragraph of the
AVal ues"” and t he -taodsé&Slg.)aeflesd time 0.05,ise thed .

correlation

coefficients

of

t hi s

fiel

that the paragraphs of this field are consistent and valm tmeasure what it

was set for.
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Table (3.4) Correlation coef f
total of this field
Spearman
: P-Value
No. Paragraph Correlation :
" (Sig.)
Coefficient
1. | Services of the bank are in line with @
social values 0.710 0.000*
2. | Services of the bank are consistent with
personal values 0.688 0.000*
3. | Services of the bank are consistent with
life goals 0.759 0.000*
4. | Service of the bank contributed to t
welfare of the society 0.764 0.000*
5. | Employees of the bank dk honestly in
providing services for customers 0.679 0.000*
6. | Employees of the bank keep their promi
when they provide services for customer 0.734 0.000*

* Correlation is significant at the 0.05 level

ent

Table (3.5) clarifies the correlation coeffintefor each paragraph of the

A E mp aand the total of the field. Thealues (Sig.) are less than 0.05, so

the correlation coef fi

said that the paragraphs of this field are consistent and valid to be measure what

it was set for.

cients of

t his

o)
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Tabl e (3.5) Correl at

i on coef"fandcthee n't

total of this field

Spearman
: P-Value
No. Paragraph Correlation :
" (Sig.)
Coefficient
1. | Employees of the bank deal with t
customer in caring fashion 0.659 0.000*
2. |Bank employees ige individualized
attention to the customers 0.666 0.000%
3. | The employees of the bank underst:
your specific needs 0.818 0.000*
4. |Bank employees hav
interest at heart 0.812 0.000%
5. | Bank has operating hours convenient to
_ 0.608 0.000*
its cugomers
6. | Bank employees have an efficient soc
0.734 0.000*

skills in dealing with customers

* Correlation is significant at the 0.05 level

Table @.6) clarifies the correlation coefficient for each paragraph of the
ACust omer 0dtheltatalohthetfigld. Tha-palues (Sig.) are less than
0.

can be said that the paragraphs of this field are consistent and valid to be

05, so the correlati on

measure what it was set for.
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Table (3.6) Correlation coef fi
loyalty" and the total of this field
Spearman
: P-Value
No. Paragraph Correlation :
" (Sig.)
Coefficient
1. | Considering the bank as first choi
among other banks in the area ; and
bank that first comes to my mind whe 0.742 0.000*
making purchases decisions on ba
services
2. | If | had to do it over again , | woul
still choose to use the bank 0.782 0.000*
3.1 donot l i ke to
because | appreciate the selected bal 0.831 0.000*
4. | I am a loyal customer to my bank 0.854 0.000*
5. | I would always recommend my bank
someone who seeks my advice 0.769 0.000%

* Correlation is significant at the 0.05 level

3.8 Structure Validity of the Questionnaire

ci

ent

Structure validity is the second statistical test that used to test the validity of the

guestionnaire structure by testing the validity of each field and the validity of

the whole questionnaire. It measures the correlation coefficient between one

filed and allthe fields of the questionnaire that have the same level of liker

scale.
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Table (3.7) Correlation coefficient of each field and the whole of
questionnaire

No. |Field Spearman P-Value
Correlation (Sig.)
Coefficient
1. Trust 0.893 0.000*
2. Commitment 0.925 0.000*
3. Conflict Handling 0.918 0.000*
4. Values 0.840 0.000*
5. Empathy 0.840 0.000*
6. Customer 6s | oy {0.826 0.000*

* Correlation is significant at the 0.05 level

Table @.7) clarifies the correlation coefficient for each filed and the whole
questiomaire. The pvalues (Sig.) are less than 0.05, so the correlation
coefficients of all the fields are sic¢
fields are valid to be measured what it was set for to achieve the main aim of the

study.

3.9 Reliahlity of the Research

The reliability of an instrument is the degree of consistency which measures the
attribute; it is supposed to be measuring (Polit & Hunger, 1985). The less
variation an instrument produces in repeated nreasents of an attribute, the
higher its reliability. Reliability can be equated with the stability, consistency,
or dependability of a measuring tool. The test is repeated to the same sample of
people on two occasions and then compares the scores oliiginethputing a
reliability coefficient (Polit & Hunger, 1985).
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