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ABSTRACT This study develops and tests a model for the determinants of loyalty and
recommendation. The model considers three drivers — perceived service quality, emotional
satisfaction and image — that are positively related to each other and positively influence
loyalty and recommendation. The model is tested using data from a survey of 222 Tunisian
bank service customers. The hypotheses, which were tested using structural equation
modelling, are all supported. The results confirm that perceived service quality, emotional
satisfaction and image are key drivers of loyalty and recommendation. The research
emphasizes the role of emotional satisfaction and image as mediating variables between
perceived service quality and loyalty/recommendation. The study also shows that a better
understanding of the determinants of behavioural intentions in the banking industry
occurs when affective dimensions are considered along with cognitive ones.
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today by intense competition, globalization,
heightened consumer mobility and demand,
and deregulation.’® But as most banks offer
similar financial products and services,>* they
are revising their strategies from a product to
a consumer orientation’ to cope with the
intense competition. Bank managers realize
that the challenge is not only to attract new
customers but to retain and enhance
relationships with existing ones.® Achieving
high levels of loyalty and recommendation
(favourable word-of-mouth) can lead to
larger market share, lower marketing and
operational costs, and higher profitability.
Worcester/notes that:

. an individual’s relationship with
a company progresses through the
following stages: Suspect, Prospect,
Customer, Loyalist and, ideally, finally
to Advocate. The latter minimizes the
marketing costs by their activity, and
word of mouth advocacy is not only the
cheapest method but often the most cost
effective and the most persuasive. (p. 150)

Banking leaders must understand the key
determinants of customer loyalty and
recommendation. But despite research on
the determinants of behavioural intentions in
the service setting, and particularly in the
banking sector, our literature review shows
two major limitations. First, the existing
studies focus on only the cognitive
determinants of behavioural intentions even
though researchers in consumer behaviour
and service literature argue that cognitive
models have limited ability to account for
post-purchase behaviour.>”'® Indeed, despite
increased interest in the affective content of
the service experience, empirical studies on
the relationships between emotions and
behavioural intentions are still scarce.!®!>14
Knowing the role and impacts of emotions
during service experiences may give service
providers tips on better managing their
customers as well as the quality of their
offerings.!™!* Second, several studies of the
banking industry consider the determinants

of loyalty but pay little attention to the
determinants of recommendation/positive
word-of-mouth (WOM).2*1>17 \wOM
shapes expectations'® and perceptions of
service quality.!” In addition, because service
quality is hard to assess in advance of the
purchase and use, WOM is considered as a
powerful and persuasive factor in the service
consumption process.”’ Third, studies on
WOM mainly focus on products rather than
services.??! As the latter are intangibles,
inseparables, heterogeneous, and have higher
credence attributes than goocis,18’21 the role
of recommendation is likely to be
considerable in the marketing of services.

This research is designed to fill these gaps
by investigating the determinants of bank
loyalty and recommendation and, second,
examining how consumer emotions affect
the attitudes and behaviour of bank service
users. More specifically, this study proposes
and empirically investigates an integrative
model of the relationships among perceived
service quality, emotional satisfaction, image,
loyalty and recommendation.

The next section of the article presents
the conceptual model and discusses the
hypothesized relationships among its
constructs. Then, the methodology is
described and the results of the empirical
study are reported. The article concludes
with the theoretical and managerial
implications of the study findings.

LITERATURE REVIEW

Figure 1 shows the conceptual model
proposed in this study, which suggests

three determinants of loyalty and
recommendations: perceived service quality,
emotional satisfaction and image. These
constructs are positively related to each other
and positively influence loyalty and
recommendation.

Loyalty and recommendation
Loyalty, defined as a deeply held
commitment, is considered a critical
determinant of firm profitability. Reichheld
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Figure 1:  Conceptual model.

and Sasser®? claim that a 5 per cent increase
in customer retention can enhance
profitability by 25—85 per cent, depending
on the industry. Profitability results from
growth in revenue and market share (for
example, referrals and repeat purchases),
lower costs of acquiring and serving new
customers, and increased productivity.?

Reichheld and Sasser?? argue that the
prime objective of retention strategy should
be zero defection of profitable clients, a
challenging task for marketers in service
industries. Indeed, understanding consumer
loyalty in a service industry context seems
to be more difficult than for a product
industry. Services are intangible and may
vary according to the ‘mood’ of the service
contact employee and service customer at
the moment of delivery. As service industries
deal in relatively intangible transactions,
consumer evaluation is likely to be less clear
and appraisal of the value received tends to
be subjective.?*

In the marketing literature, behavioural
(for example, amount and frequency of
purchases) and attitudinal (preferences,
attitudes and disposition towards brands)
approaches'® dominate the concept of
customer loyalty. Dick and Basu®® identify
four types of loyalty, which all depend upon
the interaction between relative attitude
(low/high) and repeat patronage (low/high):
no loyalty, latent loyalty, spurious loyalty,

Recommendation

and loyalty. No loyalty is characterized by
low relative attitude and low repeat
patronage. Latent loyalty is marked by high
relative attitude but low repeat patronage.
Spurious loyalty, similar to the concept of
inertia, is characterized by non-attitudinal
influences on behaviour, especially a high
repeat patronage accompanied by low
relative attitude. Finally, loyalty features both
high levels of relative attitude and patronage
intentions. Loyalty brings a high level of
customer preference, customer advocacy

and recommendation, low likelihood of
switching and low price sensitivity.'® Loyalty
is therefore the ultimate objective in a firm’s
customer relationship programme. Once a
firm achieves commitment, it can count on
its loyal customers, in part, to promote its
business. In other words, loyal customers

are expected to contribute in promoting the
firm’s products or services.

Communicating high service quality can
be achieved through the advertising strategy
of the company or by having the firm’s
customers advocate the services through
positive WOM.?"28 In the service context,
WOM refers to informal communications
among consumers about service characteristics
and consumption experiences. The WOM
communication process is a dominant
force in the marketplace and tends to be
extremely effective and persuasive.?!

Sivadas and Baker-Prewitt?” report that
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recommendation of a department store is
highly related to repurchase from that store.
In addition, they suggest that a consumer
recommending a service provider to others
strengthens their own favourable attitude
towards that service provider. Sweeney ef a
report that several factors can enhance the
influence of favourable/unfavourable WOM,
including the characteristics of the sender
and the receiver and their interrelationship,
the context in which interpersonal and
non-interpersonal factors interact, the
message characteristics (for example, the
strength of advocacy, richness and vividness

l19

of the message), and the nature of the
service. For instance, WOM is more
effective for highly involving and complex
services.

The drivers of loyalty and
recommendation

Perceived service quality

Perceived service quality is the result of
consumer judgement about a service
provider’s overall excellence or superiority.>’
It results from comparing the perceived
quality of service received with
expectations.'®? Gronroos? categorize
service quality as a combination of technical
quality (the outcome of the service
performance) and functional quality

(the manner in which the service is
delivered). In defining the perception of
service quality, Parasuraman et al’ call it

a function of the appearance of physical
facilities, equipment and personnel (the
‘tangible’ dimension); the ability to perform
the promised service dependably and
accurately (the ‘reliability’ dimension); the
willingness to help customers and provide
prompt service (the ‘responsiveness’
dimension); the knowledge and courtesy of
employees and their ability to inspire trust
and confidence (the ‘assurance’ dimension);
and the level of caring and individualized
attention the firm provides to its customers
(the ‘empathy’ dimension). In the specific

context of retail banking, numerous
dimensions of perceived service quality have
been identified.’'** For instance, Aldlaigan
and Buttle’® propose four dimensions of
service quality: ‘service system quality’

(for example, listening to customers, speed of
response, ease of access and availability, and
organizational appearance), ‘behavioral service
quality’ (how the service is performed by
bank employees), ‘machine service quality’
(for example, performance and reliability of
machines), and ‘service transactional accuracy’
(accuracy of transactions in employee and
system output). It should be noted that this
study focuses on functional service quality
using the SERVQUAL model.

The literature on service marketing
indicates that perceived service quality is a
key driver of loyalty and recommendation.
For instance, Ehigie®® and Ruyter and
Wetzels®* report that perceived service
quality has a significant direct effect on
loyalty. Boulding et al*® report positive
relationships between perceived service
quality and willingness to recommend
and repurchase intentions. The same result
is reported in the Reidenbach and
Sandifer-Smallwood study.*® They find that
(1) the outpatient’s decision to recommend
the hospital’s services to others is influenced
by patient confidence and treatment quality;
(i) the inpatient’s willingness to recommend
the hospital’s services is based on patient
confidence and business competence; and
(111) the emergency room patient’s
recommendation depends on treatment
quality. Although some studies find only an
indirect effect of perceived service quality on
behavioural intentions, such as loyalty and
WOM, through satisfaction®!>!% and
perceived values,* other studies report both
direct and indirect effects of perceived
service quality on behavioural intentions,
such as loyalty>10-37:38
recommendation.

This research proposes, therefore, that the
perceived quality of bank services has direct
and indirect effects on recommendation and

and
10,29,37,38
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loyalty. The indirect eftects are discussed in
the next sections.

Hypothesis 1 (H1): The perceived quality
of bank services is positively associated
with consumer loyalty.

Hypothesis 2 (H2): The perceived quality
of bank services is positively associated
with recommendation of consumers.

Emotional satisfaction

The role of emotions is gaining attention

in the literature of service quality
management. > 12143941 Edyardsson! states
that knowing the determinants and
consequences of emotional reactions elicited
during service experiences helps providers
manage service quality better. However,
only a few studies integrate emotional
reactions in their models of service
experience evaluations and behavioural
intentions. Most of this research uses hedonic
services as study contexts: hotel service

1039 interactive museums and
theme parks,® and festival experiences.*’ For

experiences,

instance, in the context of first-class hotels,
Mattila and Enz* find that customers’
expressed emotions (in terms of smiling,

eye contact and thanking behaviour) during
the service interaction are positively and
significantly correlated with their evaluation
of the service encounter and the overall
assessment of the firm. Using the critical
incident technique, van Dolen et al*! report
that emotional responses to service encounter
impact on service evaluations. Specifically,
they find that positive emotions such as
pleasure, contentment and positive surprise
have positive effects on satisfaction, whereas
negative emotions such as disappointment
and irritation contribute negatively to
satisfaction. Irritation has the most significant
negative impact on satisfaction. In the bank
service context, Pugh*? argues that emotions
displayed by employees are positively related
to customers’ affect and their evaluation of
the service encounter.

Oliver® (p. 319) suggests that emotion
during consumption ‘coexists alongside
various cognitive judgments in producing
satisfaction’. Indeed, in several studies,
satisfaction is associated with joy.*#® Nyer*
reports that satistaction and joy load on the
same factor. Bagozzi et al*’ argue that
whether satisfaction/dissatisfaction is distinct
from other positive/negative emotions is not
apparent. Other authors*®*
satisfaction with a service experience is both
a cognitive (evaluative) and an emotion-
based response.

A few studies examine the direct impact

contend that

of perceived service quality on emotional
responses to service experience. For instance,
in the context of retail shopping, Wong!'?
reports that the provision of higher perceived
service quality is positively associated to
emotional satisfaction. Similarly, Ladhari'’
finds a positive influence of hotel-perceived
service quality on consumer emotional
satisfaction. Studying the dining experience,
Ladhari et al*® report that perceived

service quality contributes positively to
positive emotions and negatively to negative
emotions. This relationship, however, was
not verified in the banking industry, a highly
utilitarian service context. Therefore, this
research proposes that perceived service
quality has a positive effect on emotional
responses to bank service experiences.

Hypothesis 3 (H3): The perceived quality
of bank services is positively associated
with consumer emotional satisfaction.

Bagozzi et al*’ argue that emotions can

play the role of markers, mediators and
moderators of consumer responses and
behaviours. Researchers recognize the critical
role of emotions in service encounters and
in overall evaluation of service experience in
the last 15 years.®!1%121340.48:50 Barky and
Nash® argue that consumer feelings about a
service affect not only their willingness to
pay more, but also their loyalty. In the case
of hedonic services (for example, interactive
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museum and theme park services), Bigné

et al® report that feelings of pleasure are
positively associated with loyalty, as measured
by factors such as positive WOM and
intention to return. Lee et al*’ report that
emotions mediate the impact of festival
environment on patron loyalty. In a study
on educational services, Yu and Dean'® find
that positive and negative emotions are good
predictors of positive WOM. In particular,
they find that, compared to the cognitive
component of satisfaction, the (positive)
emotional component is a better predictor
of positive WOM. This implies that
emotional satisfaction influences loyalty

and recommendation.

Hypothesis 4 (H4): Consumer emotional
satisfaction is positively associated with

loyalty.

Hypothesis 5 (H5): Consumer emotional
satisfaction is positively associated with
recommendation.

Bank image

Worcester” (p. 147) defines corporate image
as the ‘net result of the interaction of all
experiences, impressions, beliefs, feelings and
knowledge people have about a company’. It
is also described as the overall impression the
public has about a firm.>!*? Previous studies
indicate that in highly competitive contexts,
even satisfied consumers may defect and
switch to a competitor that offers more
satisfying alternatives.! Therefore, image
becomes an important tool for banks in
reinforcing position, retaining customers and
maximizing profitability.’? Only a few
studies investigate the role of image in the
service industry. Confirming this view,
Nguyen and LeBlanc® (p. 55) state that:

The marketing literature reveals that
research on the concept of corporate
image has been undertaken mostly on
goods-producing firms and on retail

stores, and that little work has been
reported to date on customers’ image
assessments in services.

The literature reflects a debate on the
relationship between corporate image and
perceived quality of products/services. Some
researchers consider image an antecedent to
perceived quality, whereas others take the
opposite view. For instance, it has been
argued that corporate image significantly
affects perceived quality and precedes
consumer evaluations, rather than the
evaluations being components of image.>>*>
Previous studies demonstrate that image has
an impact on consumer satisfaction via
perceived quality.>> Other researchers
consider perceived service quality a
determinant of corporate image. For instance,
Gronroos® argues that both technical quality
(that is, what the customer receives from the
service experience) and functional quality
(that is, the manner in which the service is
delivered) contribute to building the
corporate image. This conceptualization is
supported by Kang and James’s®® empirical
study of the cell phone industry in South
Korea. Similarly, Nguyen and LeBlanc'’
consider image a cumulative construct that
evolves each time the customer experiences
the service.

We argue that image may determine
consumer-perceived quality if the consumers
have no previous experience with the service
or the product. But we believe perceived
quality of service determines image if
consumers have some experience with the
firm’s products or services. As bank image is
not static and can be influenced by difterent
service encounters, this study postulates a direct
effect of perceived service quality on image.

Hypothesis 6 (H6): The perceived quality
of bank services is positively associated
with bank image.

In the same way, it is logical to assume that
feelings about different service encounters
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contribute to the overall impression customers
may have about a service provider. For example,
emotions experienced during different service
encounters, such as joy (elicited by prompt
service from bank employees) or frustration
(elicited by impolite employees), could
contribute to an overall impression about the
bank services provider.

Hypothesis 7 (H7): Consumer emotional
satisfaction is positively associated with
bank image.

Many researchers argue that a good image
helps to develop and maintain relationships
with customers, and ultimately increases
market share and sales.’” Kassim and
Souiden® stipulate that image is an important
determinant of loyalty in banking services.
Nguyen and LeBlanc!” argue that consumer
loyalty is significantly and strongly associated
with corporate image and reputation. In a
study on the banking industry in South
Thailand, Eakuru and Nik Mat®® find that
image has a significant impact on loyalty.
Lewis and Soureli'® report the same result in
a study of Greek banks. This study proposes
that the effect of image can be extended to
consumer recommendation of a bank, in
addition to its effect on loyalty.

Hypothesis 8 (H8): Bank image is positively
associated with consumer loyalty.

Hypothesis 9 (H9): Bank image is positively
associated with consumer recommendation.

METHOD

Sample

Data were collected in 2009 using a
convenience sample of 229 bank customers
in Tunisia. Using the mall-intercept method,
potential respondents were asked to complete
a self~administered questionnaire. Of the 229
completed 7 questionnaires were eliminated
due to incomplete data, leaving 222

questionnaires for analysis. The majority of
respondents were male (57.3 per cent). In
terms of revenue, 16.9 per cent of
respondents had an annual income of less
than TND 6000 (approximately USD 4500);
33.3 per cent had an annual income between
TND 6000 and TND 8999; 42.6 per cent
between TND 9000 and TND 17999; and
7.2 per cent had an annual income of TND
18000 and above. In terms of education,
65.9 per cent of respondents had a university
degree. Statistical information provided by
Euromonitor International shows that, in
terms of education and revenue, the sample
is skewed to the right (that is, individuals
with higher education level and higher
revenue than the average). This might be
explained by two main reasons: (i) as the
questionnaire was administered in French
(widely taught in schools), only educated
people (high school and above) were able to
participate in the survey; and (ii) because
incomes in Tunisia are highly correlated to
the education level and as 65.9 per cent of
participants had a university degree, the
reported annual incomes were higher than
the average of the population.

Measurement

Perceived service quality was measured using
the SERVQUAL model, which is widely
applied in the banking sector.’” Considering
the critics associated with the use of the gap
scores,’> the current research uses
perception-only scores (SERVPERF scale).>”
The SERVPEREF scale includes 22 items
representing five dimensions: tangibles,
measured by four items (for example, ‘XYZ
bank employees are neat-appearing’);
reliability, measured by five items (for
example, “XYZ bank provides its services
when it promises to do so’); assurance,
measured by four items (for example, ‘The
behaviour of employees of XYZ bank instils
confidence in customers’); responsiveness,
measured by four items (for example,
‘employees of XYZ bank tell you exactly
when services will be performed’); and
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empathy, measured by five items (for
example, XYZ bank has employees who
give you personal attention’). Respondents
were asked to rate each of the 22 items on
a 7-point Likert-type scale, from ‘strongly
disagree’ (1) to ‘strongly agree’ (7). In this
study, perceived service quality does not
refer to a specific service encounter, but is
an aggregation of all previous transaction-
specific judgements.

Following Ladhari,!® emotional satisfaction
was measured using three items (joyfulness,
pleasantness and happiness) and respondents
indicated their feelings on a 7-point Likert
scale (1="not at all joyful/pleasant/happy’
and 7 = joyful/pleasant/happy’).

Image was measured using three items
adapted from Nguyen and LeBlanc.!” These
include: ‘T have always had a good
impression of XYZ bank’, ‘XYZ bank has a
good image in the minds of consumers’,
‘XYZ bank has a better image than its
competitors’. A 7-point Likert-type scale
(1="strongly disagree’; 7= ‘strongly agree’)
was used for the three items.

Recommendation was measured by one
item: ‘I will certainly recommend XYZ
bank to friends and acquaintances’. Loyalty
was measured by one item: XYZ bank is
always my first choice’. A 7-point Likert-type
scale, ranging from 1= ‘strongly disagree’ to
7="strongly agree’, was used for the two items.

RESULTS

Descriptive statistics

Table 1 shows means, standard deviation,
minimum and maximum values for all
measures. For perceived service quality,
means varied from 3.91 ("XYZ bank has
employees who give you personal attention’)
to 5.45 (“XYZ bank has operating hours
convenient to all its customers’). Mean scores
on 19 of the 22 SERVPERF items are
higher than 4, the neutral point. Thus,
globally, participants are satisfied with the
quality of services they received from
Tunisian banks. The remaining three items

of SERVQUAL, which are all related to
empathy dimensions (items 18, 20 and 22),
have mean scores slightly lower than 4. With
respect to the items measuring bank image,
their mean scores are greater than 4,
indicating that Tunisian participants have a
good overall impression about their bank
service providers.

Reliability analysis

Cronbach’s a coefficients were calculated for
each of the multi-item measures, including:
‘tangibles’ (0.840), ‘reliability’ (0.887),
‘responsiveness’ (0.836), ‘assurance’ (0.871),
‘empathy’ (0.818), ‘image’ (0.884) and
‘emotional satisfaction’ (0.954). These values
are all greater than the recommended level
of 0.70, indicating the measures are reliable.

Model fit

Examination of the model fit was conducted
using EQS 6.1. The overall evaluation of the
model fit was based on multiple indicators:
the Bentler—Bonett normed fit index (NFI),
the Bentler-Bonett non-normed fit index
(NNFI), the comparative fit index (CFI), the
Bollen incremental fit index (IFI), the root
mean square error of approximation
(RMSEA) and the standardized root mean
square residual (SRMR). Values of 0.90 or
greater for NFI, NNFI, CFI and IFI suggest
an acceptable fit between the model and

the data. In addition, values below 0.08

tor RMSEA and SRMR indicate an
acceptable fit.

Table 2 reports the results, which show
that the chi-square statistic has a value of
42.018 with 19 degrees of freedom and
a P-value of 0.002. The NFI, NNFI, CFI
and IFI values are 0.974, 0.973, 0.986 and
0.986, respectively. The RMSEA and the
SRMR values are 0.081 and 0.028,
respectively. These values are satistactory and
suggest an adequate fit of the model. It is
worth noting that the correlation between
the two term errors associated with the
dimensions of ‘reliability’ and ‘responsiveness’
and the one between the two term errors
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Table 1: Descriptive statistics

Constructs and items Mean SD Min Max
Service quality (22 items)
1. XYZ bank has modern-looking equipment 4.78 1.788 1 7
2. XYZ bank’s physical facilities are visually appealing 4.72 1.705 1 7
3. XYZ bank’s employees are neat-appearing 5.13 1.593 1 7
4. Materials associated with the service (such as pamphlets or 4.50 1.760 1 7
statements) are visually appealing at XYZ bank
5. When XYZ bank promises to do something by a certain time, 4.86 1.717 1 7
it does so.
6. When you have a problem, XYZ bank shows a sincere interest in 4.82 1.714 1 7
solving it
7. XYZ bank performs the service right the first time 4.33 1.787 1 7
8. XYZ bank provides its services at the time it promises to do so 4.89 1.641 1 7
9. XYZ bank insists on error-free records 4.66 1.779 1 7
10. Employees of XYZ bank tell you exactly when services will be 4.84 1.761 1 7
performed
11. Employees of XYZ bank give you prompt service 4.46 1.875 1 7
12. Employees of XYZ bank are always willing to help you 4.82 1.632 1 7
13. Employees of XYZ bank are never too busy to respond to your 4.10 1.768 1 7
requests
14. The behaviour of employees of XYZ bank instils confidence in 4.78 1.952 1 7
customers
15. You feel safe in your transactions with XYZ bank 4.90 1.942 1 7
16. Employees of XYZ bank are consistently courteous with you 4.82 1.523 1 7
17. Employees of XYZ bank have the knowledge to answer your 5.06 1.746 1 7
questions
18. XYZ bank gives you individual attention 3.99 1.898 1 7
19. XYZ bank has operating hours convenient to all its customers 5.45 1.705 1 7
20. XYZ bank has employees who give you personal attention 3.91 1.847 1 7
21. XYZ bank has your best interests at heart 4.24 1.770 1 7
22. Employees of XYZ bank understand your specific needs 3.95 1.851 1 7
Emotional satisfaction
Not at all happy/Happy 4.41 1.519 1 7
Not at all pleasant/Pleasant 4.34 1.613 1 7
Not at all joyful/Joyful 4.24 1.570 1 7
Image
| have always had a good impression of XYZ bank 4.37 1.662 1 7
XYZ bank has a good image in the minds of consumers 4.93 1.559 1 7
XYZ bank has a better image than its competitors 4.86 1.589 1 7
Recommendation
I will certainly recommend XYZ bank to friends and acquaintances 3.98 1.960 1 7
Loyalty
XYZ bank is always my first choice 4.00 1.973 1 7

Table 2: Model fit indicators

Indicators Values

Chi-square statistic (x?)

P-0.002) to be significant.

Bentler—Bonett normed fit index (NFI) 0.974
Bentler—Bonett non-normed fit index 0.973 i H

(NNF) Hypothesis evaluation
Comparative fit index (CFI) 0.986
Bollen incremental fit index (IFI) 0.986
Root mean square error of approximation 0.081

(RMSEA)
Standardized root mean square residual 0.028

(RSMR)

42.018 (df=19,

associated with the dimensions of ‘assurance’
and ‘empathy’ are added as a result of the
LM test. These two correlations were found

The results of the path analysis (see Figure 2)
show that, first, perceived service quality is
positively and significantly related to
‘tangibles’ (st.f=0.589, t=8.710); ‘reliability’
(st.f=0.833, t=14.447); ‘responsiveness’
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Tangibles

0.872

0.833,
. Perceived
Responsiveness )q—0.846—A  service quality

Figure 2:

(st.f=0.846, t=14.867); ‘assurance’
(st.f=0.870, t=15.678); and ‘empathy’
(st.3=0.808, t=13.774).

Second, perceived service quality has a
positive and significant impact on ‘loyalty’
(st.f=0.246, t=2.255) and ‘recommendation’
(st.f=0.277, t=2.400), supporting
hypotheses H1 and H2. In addition,
perceived service quality positively influences
‘emotional satisfaction’ (st.f=0.872,
t=11.630) and ‘image’ (st.f=0.571,
t=4.800), supporting hypotheses H3 and H6.

Third, emotional satisfaction is positively
and significantly related to ‘loyalty’
(st.f=0.452, t=4.969), ‘recommendation’
(st.=0.451, t=4.697) and ‘image’
(st.f=0.248, t=2.109), supporting
hypotheses H4, H5 and H7.

Finally, the results show that image has a
positive and significant influence on both
‘loyalty’ (st.p=0.220, t=3.321) and
‘recommendation’ (st.f=0.168, t=2.400),
supporting hypotheses H8 and HO.

CONCLUSION AND
DISCUSSION

This study develops and empirically tests a
conceptual model of the determinants of
loyalty and recommendation, considering
three antecedents: perceived service quality,
emotional satisfaction and image. The results
show that (i) perceived service quality is
positively associated with emotional
satisfaction, image, loyalty and
recommendation; (ii) emotional satisfaction

Recommendation

Model’'s path coefficients (standardized estimate).

is positively associated with image,
recommendation and loyalty; and (iii) image
is positively associated with loyalty and
recommendation. This research provides
valuable insights into the role of emotions in
service experience evaluation and behavioural
intentions.

Service quality researchers have paid scant
attention to the role of emotions in studying
service quality experience. Although emotion
is considered to play an important role in the
service encounter, few studies have
empirically examined customer emotions in
the service context.'®* The most important
theoretical contribution of this study is
examining the role of emotional satistaction
in predicting loyalty and recommendation in
a utilitarian service context. Previous research
on bank service quality uses cognitive
models, but these are limited in their ability
to account for post-purchase judgement and
subsequent behaviours.® %47 Considering
affective as well as cognitive dimensions in
the same model provides a better explanation
of consumer post-purchase behaviour in the
service industry. Previous studies confirm the
role of emotions in hedonic service
consumption, such as interactive museum
visits,® festival experience® and hotel service
experience.'’?” The current study further
supports the need to consider emotions in
modelling the determinants of loyalty and
recommendation in the case of utilitarian
services (that is, bank services). This is also in
line with Hirschman and Holbrook’s®! view
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on the importance of integrating emotions
when studying consumer attitude and
behaviour. Furthermore, this study supports
the role of emotions as a mediator between
perceived service quality and behavioural
intentions.'” Finally, the results support
Bagozzi’s®? framework suggesting that
appraisal (that is, perceived service quality
or service evaluation) engenders emotional
responses, which, in turn, leads to behaviour
(or behavioural intentions).

Previous studies show that perceived
service quality has only an indirect positive
impact on subsequent behaviours such as
loyalty and positive WOM.'® However, this
study shows that, in addition to its indirect
effect, perceived service quality has a direct
and significant impact on loyalty and
recommendation. Future research should
consider these direct and indirect effects in
modelling behavioural intentions such as
loyalty, positive or negative WOM,
complaining behaviour, retaliation and
revenge behaviour. We encourage researchers
to use a scenario approach to collect data to
achieve this goal, a methodology used in
previous studies in service settings.*® Several
realistic positive and negative scenarios could
be developed to engender favourable and
unfavourable service experiences, stimulate a
set of positive and negative emotions, and
provoke favourable and unfavourable
behavioural intentions.

This study demonstrates that perceived
service quality and emotional satisfaction are
important predictors of service provider
image as together they explain 63 per cent
of the variation of the image scores. To the
best knowledge of the authors, this is the
first study that introduces emotions as an
antecedent of image. More studies in
different service industries are needed to
turther validate the role of emotions as a
predictor of corporate image. This implies
that the eftect of emotions can extend to
product/services image and, therefore, the
impact of the former on the latter should be
investigated.

Moreover, it should be interesting to
explore specific emotions often associated
with bank image, customer loyalty,
recommendation and other behavioural
intentions such as complaining and switching.
This study uses general dimensions of
emotions (positive/negative emotional
satisfaction) and retains only three emotions.
However, several more elaborate measures of
emotions appear in the marketing literature.
For example, researchers can use, and adapt
to the service experience situation, the
hierarchical consumer emotions model
developed by Laros and Steenkamp® This
model includes four basic positive emotions
and four other basic negative emotions. Each
of these consists of several specific-discrete
emotions. For example, anger, a basic
negative emotion, consists of six specific
emotions: frustration, irritation, anger,
hostility, discontentment and unfulfilment.
Researchers can apply the set of emotions
developed by Richins,®® which include seven
positive emotion categories, eight negative
emotion categories and two other categories.
These are mostly experienced in
consumption situations. Research could
examine which specific positive/negative
emotions are most often associated with
each of the favourable/unfavourable
behavioural intentions.

It should be noted that the model
proposed in this study is not exhaustive.
Several other factors/variables could be
added as determinants of loyalty and
recommendation. Among these variables,
trust and perceived value, which are largely
examined in the literature on service quality,
are good candidates. Indeed, the literature
reports strong relationships between trust
and WOM and between perceived value and
WOM. Future studies may extend this
study’s model by including trust and
perceived value as (i) direct antecedents of
WOM and Loyalty or (it) as mediators
of the eftects of perceived service quality
and emotional satisfaction on WOM and

Loyalty.
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Finally, future studies may explore the
personal characteristics that influence the
generation of WOM communication in
service contexts.!” The relation between
message content (rational/cognitive and
emotional/aftective reactions of the sender
to the pleasant or unpleasant service
experience/encounter) and receiver attitude
and behaviour might prove interesting to
explore further.

MANAGERIAL IMPLICATIONS

This research has managerial implications,
particularly for retail banking services. First,
as consumers’ perceived service quality
directly and indirectly (via image and
emotions) influences loyalty and
recommendation, marketers should design
marketing programmes geared towards
continually improving customer services.
Bank service quality can be tracked using
the five SERVQUAL dimensions.

Second, perceived service quality and
image are not the only determinants of
consumer loyalty and recommendation,
which are directly and indirectly influenced
by consumer emotions. These findings
challenge the practice of many bank
managers, who focus only on cognitive
feedback from service users. This study
suggests that bank managers should place
more emphasis on heeding the positive and
negative feelings of their customers. They
should add measures of emotions when
asking consumers to evaluate bank services.
Customers could be asked to express their
feelings on several positive and negative
emotion descriptors such as happiness,
pleasantness, joyfulness, anger and disgust.
Bank managers should develop and maintain
service offerings that generate positive
emotions. Identifying the service attributes
that trigger favourable or unfavourable
emotions may help bank mangers to
efficiently allocate their resources and
take necessary measures to boost their service
offering. Heightening consumers’ positive
emotions and inhibiting their negative ones

could lead to a better customer relationship
management.

In addition, service contact employees
should be trained to recognize customers’
expressed emotions in terms of vocal, facial
and postural expressions (for example,
smiling, eye contact and thanking behaviour).
In addition, employees should be encouraged
and trained to express positive feeling and
emotions, as previous research suggested that
this may produce a changing in the
emotional state of the client (emotional
contagion phenomena) and lead, therefore,
towards a favourable evaluation of the service
encounter. The positive attitude, enthusiasm
and smiling facial expression of the financial
advisor may influence the customer
satisfaction about the service received. These
should assist employee contact in the
financial services industry in managing
customer emotions, developing long-term
relationship and influencing the customer’s
evaluation of the provider’s performance.

Third, in manufacturing industries,
keeping consumers loyal is a challenging task
for marketers. However, in service industries,
because services are always related to their
providers, once consumer loyalty to a single
service 1s established, it may be extended to
other services of the company and to the
company itself (that is, corporate loyalty).
Companies would clearly benefit from this
loyalty as it can help them increase consumer
share (that is, the share they can get of
consumer purchasing in their product/service
categories), which is increasingly preferred
over market share. The current study
provides bank executives with insights on
how emotions can help them improve their
corporate image and build customer loyalty.

REFERENCES

1 Reichheld, F. and Aspinall, K. (1994) Building high-
loyalty business systems. Journal of Retail Banking 15(4):
21-29.

2 Bloemer, J., de Ruyter, K. and Peeters, P. (1998)
Investigating drivers of bank loyalty: The complex
relationship between image, service quality and
satisfaction. International Journal of Bank Marketing 16(7):
276-286.

© 2011 Macmillan Publishers Ltd. 1363-0539 Journal of Financial Services Marketing Vol. 16, 2, 111-124



Determinants of loyalty and recommendation 91‘5

6

10

11

12

13

14

15

16

17

18

19

20

21

Cohen, D., Gan, C., Yong, H.H.A. and Chong, E.
(2007) Customer retention by banks in New Zealand.
Banks and Bank Systems 2(1): 40-55.

Cengiz, E., Ayyildiz, H. and Er, B. (2007) Effects of
image and advertising efficiency on customer loyalty and
antecedents of loyalty: Turkish banks sample. Banks and
Bank Systems 2(1): 56=78.

Al-Hawari, M. (2006) The eftect of automated service
quality on bank financial performance and the mediating
role of customer retention. Journal of Financial Services
Marketing 10(3): 228-243.

Iniesta, M.A. and Sanchez, M. (2002) Retail-consumer
commitment and market segmentation. International
Review of Retail, Distribution and Consumer Research 12(3):
261-279.

Worcester, R.M. (1997) Managing the image of your
bank: The glue that binds. International Journal of Bank
Marketing 15(5): 146—152.

Bigné, J.E., Mattila, A.S. and Andreu, L. (2008) The
impact of experiential consumption cognitions and
emotions on behavioral intentions. Journal of Services
Marketing 22(4): 303-315.

Erevelles, S. (1998) The role of affect in marketing.
Journal of Business Research 42: 199-215.

Ladhari, R. (2009) Service quality, emotional satisfaction,
and behavioural intentions: A study in the hotel industry.
Managing Service Quality 19(3): 308-331.

Phillips, D.M. and Baumgartner, H. (2002) The role of
consumption emotions in the satisfaction response. Journal
of Consumer Psychology 12: 243-252.

Wong, A. (2004) The role of emotional satisfaction in
service encounters. Managing Service Quality 14(5):
365-376.

Yu, Y.-T. and Dean, A. (2001) The contribution of
emotional satisfaction to consumer loyalty. International
Journal of Service Industry Management 12: 234-250.
Edvardsson, B. (2005) Service quality: Beyond cognitive
assessment. Managing Service Quality 15(2): 127-131.
Arasli, H., Mehtap-Smadi, S. and Katircioglu, S.T.
(2005) Customer service quality in the Greek Cypriot
banking industry. Managing Service Quality 15(1):

41-56.

Lewis, B.R. and Soureli, M. (2006) The antecedents of
consumer loyalty in retail banking. Journal of Consumer
Behaviour 5: 15-31.

Nguyen, N. and LeBlanc, G. (2001) Corporate image
and corporate reputation in customers’ retention decisions
in services. Journal of Retailing and Consumer Services 8:
227-236.

Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1985)
A conceptual model of service quality and its implications
for future research. Journal of Marketing 49(4): 41-50.
Sweeney, J.C., Soutar, G.N. and Mazzarol, T. (2008)
Factors influencing word of mouth effectiveness:
Receiver perspectives. European Journal of Marketing
42(3/4): 344-364.

Gronroos, C. (1984) A service quality model and its
marketing implications. European Journal of Marketing
18(4): 36-44.

Bansal, H.S. and Voyer, P.A. (2000) Word-of-mouth
processes within a services purchase decision context.
Journal of Service Research 3(2): 166-177.

22

23

24

25

26

27

28

29

31

32

33

34

37

39

Reichheld, F. and Sasser, W.E. (1990) Zero defections:
Quality comes to service. Harvard Business Review 68(5):
105-111.

Reichheld, F., Markey Jr, R.G. and Hopton, C. (2000)
The loyalty effect — The relationship between loyalty and
profits. European Business Journal 12(3): 134-139.
Zeithaml, V.A., Parasuraman, A. and Berry, L.L. (1993)
The nature and determinants of customer expectations of
service. Journal of Academy of Marketing Science 21(1): 1-12.
Dick, A. and Basu, K. (1994) Customer loyalty: Toward
an integrated conceptual framework. Journal of the
Academy of Marketing Science 22(2): 99-113.

Danaher, P.J. and Rust, R.T. (1996) Indirect benefits
from service quality. Quality Management Journal 3(2):
63-85.

Levesque, T. and McDougall, G.H.C. (1996)
Determinants of customer satisfaction in retail banking.
International Journal of Bank Marketing 14(7): 12-20.
Zeithaml, V.A., Parasuraman, A. and Berry, L.L. (1996)
The behavioral consequences of service quality. Journal of
Marketing 49: 33—46.

Sivadas, E. and Baker-Prewitt, J.L. (2000) An
examination of the relationship between service quality,
customer satisfaction, and store loyalty. International
Journal of Retail & Distribution Management 28(2): 73—82.
Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1988)
SERVQUAL: A multiple-item scale for measuring
consumer perceptions of service quality. Journal of
Retailing 64: 12—40.

Ladhari, R. (2009) A review of twenty years of
SERVQUAL research. International Journal of Quality and
Service Sciences 1(2): 172—198.

Aldlaigan, A.H. and Buttle, F.A. (2002) SYSTRA-SQ:
A new measure of bank service quality. International
Journal of Service Industry Management 13(4): 362-281.
Ehigie, B.O. (2006) Correlates of customer loyalty to
their bank: A case study in Nigeria. International Journal of
Bank Marketing 24(7): 494-508.

Ruyter, K. and Wetzels, M. (2000) Customer equity
considerations in service recovery: A cross-industry
perspective. International Journal of Service Industry
Management 11(1): 91-108.

Boulding, W., Kalra, A., Staelin, R. and Zeithaml, V.A.
(1993) A dynamic process model of service quality: From
expectations to behavioral intentions. Journal of Marketing
Research 30(1): 7-27.

Reidenbach, R.E. and Sandifer-Smallwood, B. (1990)
Exploring perceptions of hospital operations by a
modified SERVQUAL approach. Journal of Health Care
Marketing 10(4): 47-55.

Brady, M.K., Knight, G.A., Cronin, J.J., Tomas, G.,
Hult, M. and Keillor, B.D. (2005) Removing the
contextual lens: A multinational, multi-setting comparison
of service evaluation models. Journal of Retailing 81(3):
215-230.

Cronin, J.J., Brady, M.K. and Hult, G.T.M. (2000)
Assessing the effects of quality, value, and customer
satisfaction on consumer behavioral intentions in service
environment. Journal of Retailing 76(2): 193-218.

Mattila, A.S. and Enz, C.A. (2002) The role of emotions
in service encounters. Journal of Service Research 4(4):
268-277.

© 2011 Macmillan Publishers Ltd. 1363-0539 Journal of Financial Services Marketing Vol. 16, 2, 111-124

123



3:5 Ladhari et al

40

41

42

43

44

46

47

48

49

50

51

52

Lee, Y.-K., Lee, C.-K., Lee, S.-K. and Babin, B.J.
(2008) Festivalscapes and patrons’ emotions, satisfaction,
and loyalty. Journal of Business Research 61(1): 56—64.

van Dolen, W., Lemmink, J., Mattsson, J. and Rhoen, I.
(2001) Affective consumer responses in service
encounters: The emotional content in narratives of
critical incidents. Journal of Economic Psychology 22: 359-376.
Pugh, S.D. (2001) Service with a smile: Emotional
contagion in the service encounter. The Academy of
Management Journal 44(5): 1018-1027.

Oliver, R.L. (1997) Satisfaction. A Behavioral Perspective on
the Consumer. New York: McGraw-Hill.

Nyer, P.U. (1997) A study of the relationships between
cognitive appraisals and consumption emotions. Journal of
the Academy of Marketing Science 25: 296-304.

Shaver, P., Schwartz, J., Kirson, D. and O’Connor, C.
(1987) Emotion knowledge. Further exploration of a
prototype approach. Journal of Personality and Social
Psychology 52(6): 1061-1086.

Soderlund, M. and Rosengren, S. (2004) Dismantling
‘positive affect’ and its effects on customer satisfaction:
An empirical examination of customer joy in a service
encounter. Journal of Consumer Satisfaction, Dissatisfaction
and Complaining Behavior 17: 27-41.

Bagozzi, R.P., Gopinath, M. and Nyer, P.U. (1999) The
role of emotions in marketing. Journal of the Academy of
Marketing Science 27: 184-206.

Liljander, V. and Strandvik, T. (1997) Emotions in
service satisfaction. International Journal of Service Industry
Management 8: 148—169.

Ladhari, R., Brun, I. and Morales, M. (2008)
Determinants of dining satisfaction and post-dining
behavioural intentions. International Journal of Hospitality
Management 27(4): 563-573.

Barsky, J. and Nash, L. (2002) Evoking emotion:
Affective keys to hotel loyalty. Cornell Hotel and
Restaurant Administration Quarterly 43(1): 39—46.

Barich, H. and Kotler, P. (1991) A framework of
marketing image management. Sloan Management Review
32(2): 94-104.

Ditchter, E. (1985) What’s in an image? Journal of
Consumer Marketing 2(1): 75-81.

53

54

58

59

60

61

62

63

64

65

Nguyen, N. and LeBlanc, G. (1998) The mediating role
of corporate image on customers’ retention decisions: An
investigation in financial services. Infernational Journal of
Bank Marketing 16(2): 52—65.

Mazursky, D. and Jacoby, J. (1986) Exploring the
development of store image. Journal of Retailing 62:
145-165.

Kassim, M.N. and Souiden, N. (2007) Customer
retention measurement in the UAE banking sector.
Journal of Financial Services Marketing 11(3): 217-228.
Kang, G.-D. and James, J. (2004) Service quality
dimensions: An examination of Gronroos’s service
quality model. Managing Service Quality 14(4):

266-277.

Andreassen, T.W. and Lindestad, B. (1998) Customer
loyalty and complex services. International Journal of Service
Industry Management 9(1): 7-23.

Eakuru, N. and Nik Mat, N. (2008) The application of
structural equation modeling (SEM) in determining the
antecedents of customer loyalty in banks in South
Thailand. The Business Review 10(2): 129—139.

Cronin, J.J. and Taylor, S.A. (1992) Measuring service
quality: A reexamination and extension. Journal of
Marketing 56(3): 55—68.

Phillips, D.M. and Baumgartner, H. (2002) The role of
consumption emotions in the satisfaction response. Journal
of Consumer Psychology 12: 243-252.

Hirschman, E.C. and Holbrook, M.B. (1982) Hedonic
consumption: Emerging concepts, methods and
propositions. Journal of Marketing 46: 92—101.

Bagozzi, R.P. (1992) The self regulation of attitudes,
intentions, and behaviour. Social Psychology Quarterly 55:
178-204.

Bitner, M.J. (1990) Evaluating service encounters: The
effects of physical surroundings and employee responses.
Journal of Marketing 54(2): 69-82.

Laros, F.J.M. and Steenkamp, J.-B.E.M. (2005) Emotions
in consumer behavior: A hierarchical approach. Journal of
Business Research 58: 1437-1445.

Richins, M.L. (1997) Measuring emotions in the
consumption experience. Journal of Consumer Research
24(2): 127-146.

124

© 2011 Macmillan Publishers Ltd. 1363-0539 Journal of Financial Services Marketing Vol. 16, 2, 111-124



	Determinants of loyalty and recommendation: The role of perceived service quality, emotional satisfaction and image
	INTRODUCTION
	LITERATURE REVIEW
	Loyalty and recommendation
	The drivers of loyalty and recommendation
	Perceived service quality
	Emotional satisfaction
	Bank image


	METHOD
	Sample
	Measurement

	RESULTS
	Descriptive statistics
	Reliability analysis
	Model fit
	Hypothesis evaluation

	CONCLUSION AND DISCUSSION
	MANAGERIAL IMPLICATIONS
	References




