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Abstract Electronic banking, otherwise known as Internet banking (eB) is increasingly popularized in the global market
place in facilitating e-commerce. However, the efficiency of these services; with varying degree in connectivity and other
factors mostly aimed at cost and speed seems to be rising, especially in the developed and emerging economies. Tools for
conducting research over the years have also been changing due to its dynamism in the contemporary e-World (digital age).
Customer loyalty has become a benchmark for measuring success in a competitive economic environment where speed in
innovation is the survival kit. Loyalty is the endogenous latent variable measured by ten items. The four antecedents of
customer loyalty identified and its measurement are — (1) Satisfaction (5 items), (2) Reliability (5 items), (3) Responsiveness
(4 items), and (4) Empathy (2 items). The data was collected using primary data collection method. 250 questionnaires were
distributed to target respondents who are Graduate students (M.Sc and PhD/DBA) and administrative staff of a university in
Northern Malaysia. The responses collected are 147 representing 58.5 percent responses rate. The data are analyzed using the
structural equation modeling (SEM), specifically AMOS 16 software. The goodness of fit indices of the revised model
indicate adequate fit (GFI=.946, RMSEA=.032, RATIO CMIN/DF=1.48, P-VALUE=.230).The study established
significance in three direct effects; reliability to customer satisfaction (f=.0.94, CR=3.476, P<.001), responsiveness to loyalty
(B=0.46, CR=2.126, P<.0.034), and satisfaction to loyalty (B=.0.45, CR=4.246, P<.001). These findings signify that
responsiveness, satisfaction, reliability in bank services ranked high for customer’s loyalty in e-banking. It is therefore
recommended that banks should evolve strategies that are reliable, responsive and satisfactory in e-banking services to reduce
cyber related crime in internet banking amongst other things.
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Previous researches have proved that customer loyalty is the
key driver in a company’s profitability thereby underscoring
the need to set it as one of the key strategic goals of the
company[2],[3]. It has been proved that there is a positive
relationship existing between customer loyalty and business
performance[4],[5],[6]. These results have triggered many
banks into focusing on maintaining long-term relationship
with their customers via increasing customer loyalty Jacoby

1. Introduction

With the intense nature of competitive atmosphere and the
globalization of markets, fundamental changes occurred
which have forced many companies to rethink and adapt
their business strategies to implementing innovative manage
ment techniques and constant search for new philosophies to

improve their competitive position. Organizations are
putting in place strategies that will create, maintain and
retain level of loyalty to their products and increase their
organization profit. Banks are not left out in these changes
occurring.

Thus the recent increase in business competition and more
dynamic market pricing environment have both impacted on
effectiveness of marketing strategy in the banking service
industry.

As important as effective marketing strategy in
determining Bank’s success, it is not the only factor[1].
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& Robert[7] believing that the higher the loyalty the better
value to their organization and productivity. In fact,
customer satisfaction has been proposed as the primary
antecedent to customer loyalty[8],[3],[9].

Banks in Malaysia have being trying to improve their
customers’ level of satisfaction for the purpose of creating a
strong preference for their products and hence increase their
customers’ loyalty. This is the main thrust of this article.

2. Methodology

This study evaluated the antecedents of loyalty as shown
on research frame work (figure 1). It shows that
responsiveness, satisfaction, reliability are direct predictors
of customer loyalty while reliability and responsiveness are
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antecedents of customer satisfaction.

Satisfaction

Reliability

Responsiveness

Figure 1. Research Framework

Literature shows that the greater the satisfaction, the
greater the customer loyalty[10],[11]. Kheng,Osman,
Ramayah & Mosahab[12] showed that reliability has
positive relationships with customer satisfaction. It means
that consumer will continue to use the product even though
friends, colleagues’ exhibit dissatisfaction in the product; the
consumer may have no choice[13]. Responsiveness is
important in customer loyalty because banks are willing to
help users of their products enjoy prompt service[ 14].

The revised model (figure 2), shows the geometry of the
hypothesized model with each variable drawn showing the
error terms for each latent variables. Three exogenous
variables — reliability (5), responsiveness (4) and empathy (2)
with observed variables in the bracket. Empathy showed a
negative direct relationship to loyalty: observe that special
individual attention is not a factor for customer loyalty to
bank services. Two endogenous variables, satisfaction and

loyalty with the subsequent error terms are also shown on
figure 2. CFAs are shown indicating model fit for each of the
IV/DV. Sampling and instrument 250 questionnaires were
distributed to target respondents who are Graduate students
(M.Sc and PhD/DBA) and administrative staff of a
university in Northern Malaysia. The responses collected are
147 representing 58.5 percent responses rate. The data are
analyzed using the structural equation modelling (SEM),
specifically AMOS - 16 soft ware.

3. Literature Review

3.1. Introduction

In this ever dynamic and competitive global business
environment, it is not enough to retain customers through
good adverts, attractive or window dressing products, but
imperative to go extra miles to make these gullible customers
loyal to the product(s), while sustainability of such product(s)
is (are) ensured. It is on this background that the relevant
studies on customer loyalty in e-banking are being reviewed.
This is done with the intention to examine a framework
relating customer loyalty to antecedents of customer loyalty.

3.2. The Concept of E-Banking

Various authors examined conceptual definitions to
e-banking. A study in United Kingdom and the Republic of
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Ireland respectively on electronic banking, Daniel[15]
described it as the information or services provided through
the internet by a bank to its product consumers as the need
arises. Across the globe adoption of e-baking as compare to
the orthodox (offline banking) is on the increase, because of
the associated benefits of e-banking.

Table 1. The Operational Definitions of the Dimensions
Dimension Definition
Reliability The product has deper}dability .(safely work
with/use) characteristics and visually good
. Readiness to help the consumer in different
Responsiveness . .
circumstances at the time needed
Empathy Individualized attention (emotionally attached)
provided to the product user(s)
Relaxed that the product is safe from past
Satisfaction experience and the firm’s service quality
records.
Repeat (continuous) patronage (usage) of the
Loyalty product and recommending (high P.R) of the
product.

3.3. Antecedents of Loyalty

The four antecedents of customer loyalty identified in this
study and its measurement are — (1) customer satisfaction (2)
reliability (3) responsiveness and (4) empathy. Oliver[3]
described customer satisfaction as the consumer's fulfillment
response judgment that a product or service feature or the
product or service itself provided a pleasurable level of
consumption-related fulfillment. Three basic components
are identified by Giese & Cote[16] in customer satisfaction
(1) response type- cognitive, affective or cognitive (2)
subject of interest and (3) evaluation time- it could be before
choice, after choice, after consumption or even at any time.

As the number of e-Banking customers is increasing at an
exponential rate, the importance of reliability influencing
customer’s willingness to engage in online transactions is
rising steadily. Kheng,Osman, Ramayah & Mosahab[12]
defined reliability as the ability to perform the promised
service dependably and accurately. In most of the studies that
relates loyalty (as dependent variable) with customer
satisfaction reliability is perceived as an important
antecedent in their models[12],[17]. One of the vital
variables that will prompt most of the customers to patronize
e-Banking product or package is responsiveness, which is
defined as willingness or readiness to help customers and
provide prompt service. Glaveli Petridou, Liassides &
Spathis,[18] responsiveness is an essential ingredient for
bank to attract more customers.

Empathy is defined as caring and individualized attention
that the firm provides to its customers[12]. In order to gain
and retain customers, the banks need to understand its
teeming customers and pay a rapt attention to them. This will
in turn ginger them to be loyal to the bank. Butcher,
Sparks& Callaghan[19], friendship between customers and
certain service employees has a major impact on the
development of customer loyalty. The relationships between
the above described factors with regards to customer loyalty
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are expanded further in the following discussion.

3.4. Relationship between Customer Satisfaction and
Loyalty

Previous literature showed that customer satisfaction
contributed to loyalty[20] in a framework of customer
satisfaction in a B2C e-commerce setting for explaining the
relationship between customer satisfaction and e-loyalty.
The finding of this study supports the existing body of
literature[21],[22] on the positive relationship between
customer satisfaction and loyalty.

3.5. Relationship between Reliability and Customer
Loyalty

Reliability is ability to perform the promised service
dependably and accurately[12]. As described above it
indicates that there is an effect of reliability on customer
satisfaction. Nguyen and Leblanc[23], Bellini et al.[24] and
Kheng et al[12] proved that there exist a positive relationship
between reliability and customer loyalty. However, Zeithaml
Berry & Parasuraman[13] has a contrary findings, they
argued that the relationship between reliability and customer
satisfaction is negative. They emphasized that a customer
may retain is patronage, because he/she has no choice, and
not necessary that he/she is pleased with the services being
obtained,

3.6. Relationship between Responsiveness and Customer
Loyalty

According to Glaveli Petridou, Liassides & Spathis[18]
responsiveness is an essential ingredient for bank to attract
more customers and to have an enduring long success. In the
studies related to e-Banking customer loyalty, there was an
empirical irregularity among the researchers — Glaveli et. al.,
[18] established the positive relationship of responsiveness
with customer loyalty. This findings was also corroborated
by Jun and Cai,[25]; Diaz & Ruiz[26] in a similar studies.
Khenget[12] in their study discovered that, though there was
positive relationship between responsiveness and customer
satisfaction but is insignificant.

3.7. Relationship between Empathy and Customer
Loyalty

Empathy is about caring, customer understanding and
individual attention, provided to the customers via electronic

channels. Butcher[27], Ehigie[28], Ndubisi[29] & Kheng et
al[12] supported the significant positive relationship that
exist between empathy and customer relationship. Develop
ment of customer loyalty is a function of the extent of
friendship that exists between individual bank employee and
customer[19].

4. Finding

The study examined the dimensions in studying customer
loyalty. Most dimensions, had established significant relatio
nships. Empathy has however, showed negativerelationship
s to loyalty as shown on figure 2.

Standardized estimates
Chisquare:51.646
df:45
Ratio:1.148
p-value:.230
GFI1.946
PGFI..546
TLI1.986

£33 RMSEA.032

Figure 2. Revised Model

The study established significance in three significant
direct effects; reliability to customer satisfaction (=.0.94,
CR=3.476, P<.001), responsiveness to loyalty ($=0.46,
CR=2.126, P<.0.034), and satisfaction to loyalty (f=.0.45,
CR=4.246, P<.001).The Model fit for all the constructs is
shown on figure 2 — the revised model. Table 2 on the other
hand show important decision results — the regression
weights which shows the Critical ratio, P- value as reported
earlier.

Regression weights show three significant relationships as
stated earlier.

Table 2. Regression Weights (G.Nol — Default Model)

Estimate S.E. C.R. P Label

Satisfaction <--- Reliability 938 .360 3.476 HHE par 8
Satisfaction <--- Responsive -.058 224 -.234 815 par 9
Satisfaction <--- Empathy -.142 203 -.734 463 par_10
Loyal <--- Empathy -.146 198 =778 436 par_11
Loyal < Responsive 458 198 2.126 034 par 12
Loyal <--- Satisfaction 453 .108 4.246 HoHE par_13
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Table 3. Individual CFA Measurements (Model Fit)

CMIN DF PVALUE GF1 AGFI CF1 RMSEA
Reliability 3.879 2 0.144 0.987 0.936 0.988 0.08
Responsiveness 6.513 2 0.39 0.979 0.894 0.971 0.124
Empathy 8.941 5 0.111 0.978 0.933 0.983 0.073
Satisfaction 3.606 2 0.165 0.987 0.937 0.995 0.074
Loyalty 11.007 9 0.275 0.976 0.945 0.993 0.039

5. Discussion

This study examined the causal relationships between four
antecedents of customer loyalty in the electronic banking,
identified in this study and their measurements are — (1)
Customer Satisfaction (2) Reliability (3) Responsiveness and
(4) Empathy). The conceptual definition to e-banking is
information or services provided through the internet by a
bank of its products[10].The revised model accomplished
model fit and supports three direct effects. Firstly, reliability
is a significant positive antecedent of customer satisfaction
via loyalty, then responsiveness to loyalty, satisfaction to
loyalty. These showed significant relationships. Empathy
(individualized attention or captured emotions by service
providers), the model fit shows a mixed state, and thus it
cannot be a representative for generalizations since studies
are divided on a positive and negative lines — for instance
empathy in this study. The data used is sourced from one
region; the model could not be generalized to the population.

Table 3, is the individual CFA measurement (Model fit)
and shows good fit on individualized outlook from the values.
However the RMSEA value for responsiveness is higher
(0.124 > 0.08). The result of SEM indicates (=.0.45, CR=
4.246, P<.001) that the relationships (customer satisfaction
---=> Loyalty established a significant relationship.

This explains various environments for efficiency in
e-banking — that most e-services seems to be efficient is

urban than suburban settings due to disparities in
infrastructures. This is a critical area for service providers.

Generally, the complex state of the global economy
(especially in electronic related products), with a high
degree of cyber crime (example in January 2008 trading loss
incident of Kerviel Fraud in Societe Generale case of
$7.2billion in France, see http://en.wikipedia.org, 2012).
Users and service providers of such products must
established high reliability and are able to build confidence
in users of sources of transactions. This is the essence of
customer loyalty.
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