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Abstract

Banks have realized the importance of marketing their services to withstand the market's intense
competition. In order to develop, banks must establish efficient relationship marketing strategies,
and retention of customers is the main significant goal in today's banking sector. Hence the banks
has to focus on the important strategies in retention of customers and the research is conducted
among the 714 bank employees to know the major Customer Retention Strategies practiced by the
banks. The tabulated fact was studied through Structural equation modelling to determine the
various strategies practiced in Banks. It is inferred from the analysis that all the eighteen variables
namely building customer relationships, product uniqueness, branding strategies, timely response
to customer complaints, providing reliable services to customers, providing quality services, able
to meet consumers changing needs, using latest technology ,has competitive pricing compared to
others, prices of services are acceptable, provides convenient branch location, offers a variety of
products, favourable image, maintain a relationship through social media, offer VIP programmes
to customer, predict industry needs and empower the customer with convenience all put together
highly influence on the retention of customers in this study area. Among all variables, the
coefficient of the estimate in providing quality services is high, and it has a strong association with
retention of customers with bank. Hence this paper highlights that Quality of service is most
expected and successful customer retention strategy on exploring the various customer retention
strategies practiced in Banks.

Keywords: Customer Retention, Customer satisfaction, Customer Relationship Management,
Perception, Exploration
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Introduction

Banks need to adopt a customer-driven
methodology for developing the relationship
with their customers. It's tough to form long-
term consumer interactions if their demands
aren't fully understood and satisfied.
Understanding consumers, then acquiring
and deploying resources to assure their
fulfillment and retention, is a core guideline
of modern customer management. Customer
retention begins with a company's first
encounter with a customer and continues
throughout the relationship. In the absence of
emails, which are a significant source of
marketing communication in  today's
technology-driven ~ economy,  customer
retention strategies are not considered.
Customer retention techniques are crucial for
eliminating loyalty gaps and ensuring that
current customers can meet their financial
obligations. Using emails to promote
financial products and services, as well as
fresh information and recommendations, can
be an efficient way to engage with and keep
customers. Increasing the number of
accounts opened is achievable through
rewarding loyal customers with rewards,
offers, new services, and products. This
paves the way for banks to recognize the
numerous customer retention techniques in
use, as well as the areas in which they should
focus for future growth.

Review of Literature

Megawati Simanjuntak Nadia et.al
(2020) studied the effects of retention of
customers and customer satisfaction,
company image ,the impact of customer-
perceived value, and service quality on
customer satisfaction and the impacts of
switching barriers on retention of customers.
Data has been collected from 310 customers
who availed automobile loans and Structural
Equation Modelling (SEM) has been used to
investigate the data. The results show that
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customers' perceived value, corporate image,
and service quality has a considerable impact
on fulfillment of the customers.

Puspalata Mahapatraet.al (2020) studied to
identify the essential criteria that will assist
banks in retaining existing customers. The
research included both primary and
secondary data, with 33 factors found by a
thorough literature review and categorized
into five categories, and the above elements
were graded based on their weightage using a
questionnaire. Customer service, product
price, and service, as well as CRM, are the
most important variables that contribute to
customer retention.

Putra and Putri (2019) stated that
Customers are regarded as kings, and
customer happiness is a top priority for many
organizations. They are an important
stakeholder for all types of companies.
Customers must be satisfied in any way for
the company to succeed. Relationship
marketing aspects were found to be highly
associated with customer retention in many
situations; these dimensions enhanced the
behavioural part of loyalty and led to ultimate
retention. Customers will be motivated if you
maintain a consistent commitment to service
delivery.

Haripersad and Sookdeo (2018) aimed to
explore the factors which bank customers
consider in their decision to quit their current
bank for a competitor. Transcribed
conversations  with  participants  were
carefully analysed to decide the factors which
banking customers shift in their decision to a
Competitor Bank. By comparing these
factors with Previous studies it was found
that banks’ quality of service was the
foremost factor expected by the customers.
Similarly the study also reveals that
participants banks switch over to other
banks when the quality of service is not good.
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Statement of the Problem

Financial organizations are more
considered about their customer experience
and bothered about how the customer or
member could benefit from the major
Customer retention Strategies. Nowadays
any person with a smart phone or PC can
evaluate costs, examine reviews, and open
accounts in a count of minutes. To continue
to be aggressive, banks need to develop a
customer-centric  retention method that
consists of data insights, personnel training,
and innovative product value. People who
provide services must also have an attention
on switching of the customer to other banking
sectors. Emails, which continue to be a potent
source of marketing communication in today
technology-driven economy, are commonly
overlooked when it comes to customer
retention  strategies. So  professionally
designed customer retention strategies can
serve as the base for retaining the customers
in all competitive situations. In this regard,
this study throws light in identifying the
Customer retention Strategies adopted in
Banking Sector.

Objectives

1. To analyse the Socio- economic and
demographic profile of the bank employees.
2. To explore the various Customer retention
Strategy practices in Banking Sector

Research Methodology
Primary data for the study were
collected from 714 Employees of various
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banks in South India by employing a
Stratified Random Sampling method. The
study was conducted with the assistance of a
well-structured questionnaire according to
their age, education, gender, occupation,
marital status, income and other variables.
Secondary data was collected from Internet
web resources, articles from Journals and
other sources. Data has been analysed to
identify the major customer retention
strategies in relation to various demographic
and other socio economic variables.
Structural Equation Modeling tool has been
preferred to find out the relationship between
variables and to know the major strategies for
retention of customers adopted by the banks.

Result Discussion

Customer retention techniques are crucial for
eliminating loyalty gaps and ensuring that
current customers can meet their financial
obligations. Therefore, Structural Equation
Modeling was applied to be familiar with the
customer retention strategies followed by the
banking  sector.  Structural  Equation
Modelling (SEM) is a comprehensive and
flexible framework for data analysis that is
utilized in research to establish a research
study design instead of explaining a
phenomenon.SEM is a method of examining
the strength of correlations between variables
in a hypothesis without committing to a
costly study project. SEM is appealing since
it produces data in a visual format.
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The measure of Manifest Variables and Latent Variable of Considering Variable
Regarding Customer Retention Strategies Used by the Bank Variables Latent Variables
Table 1

Variables Latent Variables

Building customer relationships

Product uniqueness

Branding strategies

Timely response to customer complaints

Providing reliable services to customers

Providing quality services

It is able to meet consumers changing needs

Uses the latest technology

Has a memorable advertisement

Has competitive pricing compared to others Customer retention

Prices of services are acceptable

It has a convenient branch location

It offers a variety of products

It has a favourable image

Maintain relationship through social media

Offer VIP programmes to customer

Predict industry needs

Empower customer with convenience

The research hypotheses of the present hypotheses.

analysis areas follow, Hypothesis 1.  Significant  correlation
Customer retention strategies used by the between building customer relationships and
bank was analysed with the help of following customer retention with the bank.
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Hypothesis 2: Significant correlation
between product uniqueness and customer
retention with the bank.

Hypothesis  3:  Significant  correlation
between branding strategies and customer
retention with the bank.

Hypothesis 4:  Significant  correlation
between timely response to customer
complaints and customer retention with the
bank.

Hypothesis 5:  Significant  correlation
between providing reliable services to
customers and customer retention with the
bank.

Hypothesis  6:  Significant  correlation
between providing quality services and
customer retention with the bank.
Hypothesis  7:  Significant  correlation
between it can meet consumers changing
needs and customer retention with the bank.
Hypothesis  8:  Significant  correlation
between uses latest technology and customer
retention with the bank.

Hypothesis  9:  Significant  correlation
between memorable advertisement and
customer retention with the bank.
Hypothesis 10:  Significant correlation
between competitive pricing compared to
others and customer retention with the bank.

Hypothesis1l:  Significant  correlation
between prices of services are acceptable and
customer retention with the bank.
Hypothesis 12:  Significant correlation
between convenient branch location and
customer retention with the bank.
Hypothesis  13:  Significant correlation
between offers a variety of products and
customer retention with the bank.
Hypothesis 14: Significant correlation
between favourable image and customer
retention with the bank.

Hypothesis 15:  Significant correlation
between maintaining a relationship through
social media and customer retention with the
bank.

Hypothesis 16:  Significant correlation
between offer VIP programs to customer and
customer retention with the bank.
Hypothesis  17:  Significant
correlation  between  predict

industry needs and customer

retention with the bank.

Hypothesis  18:  Significant correlation
between empower the customer with
convenience and customer retention with the
bank

Table 2

Regression Weights for Customer Retention Strategies Used by the Bank

Measured Variable Latent Variable |[Estimate [S.E. |C.R. P
Building customer <--- |Customer retention 1.000

relationships

Product unigueness <--- |Customer retention 1.124 104 | 10.812 | ***
Branding strategies <--- |Customer retention 1.502 123 | 12237 | ***
Timely response to customern<--- |Customer retention 1.507 122 | 12342 | ***
complaints
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Providing reliable services to<--- |Customer retention 1.496 122 | 12.305 | ***
customers

Providing quality services |<--- |Customer retention 1.722 135 | 12,761 | ***
It is able to meet consumersi<--- (Customer retention 1.023 096 | 10.697 | ***
changing needs

Uses latest technology <--- |Customer retention 1.223 104 | 11.723 | ***
Has memorable <--- |Customer retention 1.440 A17 | 12,292 | ***
advertisement

Has competitive pricing<--- |Customer retention 1.341 113 | 11.892 | ***
compared to others

Prices of services are<--- |Customer retention 1.285 107 | 12.023 | ***
acceptable

It has convenient branch<--- [Customer retention 1.270 108 | 11.805 | ***
location

It offers a variety of products<--- [Customer retention 1.144 108 | 10.549 | ***
It has a favorable image <--- |Customer retention 1.133 105 | 10.797 | ***
Maintain relationship <--- |Customer retention 1.248 A11 | 11.242 | ***
through social media

Offer VIP programmes to<--- (Customer retention 1.303 114 | 11.390 | ***
Customer

Predict industry needs <--- |Customer retention 1.427 122 | 11747 | ***
Empower customer with<--- |Customer retention 1.216 113 | 10.785 | ***
convenience

*** 1% level of significance

The coefficient which is unstandardized of retention of customers with the bank as
1.000 infers the partial effect of building constant. The predicted positive sign
customer relationships on the retention of shows the positive effect and the effect of
customers with the bank as constant. The product uniqueness on retention of
predicted positive sign denotes the existence customers with the bank might raise
of a positive effect, and the impact of byl.124foreach unit. The value of
Building customer relationships on the coefficient is considerable at the level of
retention of customers with the bank would 1%.

raise by 1.000 for every unit.
The coefficient which is unstandardized of

Table 2 shows that the coefficient which is 1.502 shows the partial effect of branding
unstandardized of 1.124 shows the partial strategies on retention of customers with the
effect of product uniqueness on the bank as constant. The predicted positive
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sign shows the positive effect and the effect
of branding strategies on retention of
customers with the bank would raise by
1.502 for each unit. The coefficient value is
considerable at the level of 1%.

The coefficient which is unstandardized of
1.507 reveals the partial effect of timely
response to customer complaints on the
retention of customers with the bank as
constant. The positive sign that was
estimated shows the positive effect and the
effect of timely response to customer
complaints on retention of customers with
the bank would raiseby1.507 for every unit.
The value of coefficient is significant at the
level of 1%.

The coefficient which is unstandardized of
1.496 shows the partial effect of providing
reliable services to customers on the
retention of customers with the bank as
constant. The predicted positive sign
reveals the positive effect and the effect of
providing reliable services to customers on
retention of customers with the bank would
raise by 1.496 for every unit. The
coefficient value is considerable at the level
of 1%.

The coefficient which is unstandardized of
1.722 reveals the partial effect of providing
quality services on the retention of
customers with the bank as constant. The
predicted positive sign shows the positive
effect and the impact of providing quality
services on the retention of customers with
the bank would raise by 1.722 for every unit.
The value of coefficient is considerable at
the level of 1%.

The coefficient which is unstandardized of
1.023 shows the partial effect of the
capacity to meet the changing
requirement of consumers, on the
retention of customers with the bank as

www.ijiemr.org

constant. The predicted positive sign
shows the positive effect and the impact
of the ability to meet consumers variable
needs on retention of customers with the
bank would raise by 1.023 for every unit.
The coefficient value is considerable at
the level of 1%.

The coefficient which is unstandardized of
1.223 implies the partial effect of uses the
latest technology on the retention of
customers with the bank as constant. The
predicted positive sign shows the positive
effect and the effect of uses latest
technology on retention of customers with
the bank would increase by 1.223 for every
unit. The value of coefficient is
considerable at the level of 1%.

The coefficient which is unstandardized of
1.440 implies the partial effect of
memorable advertisement on the retention
of customers with the bank as constant. The
predicted positive sign shows the positive
effect and the effect of memorable
advertisement on retention of customers
with the bank would raise by 1.440 for
every unit. The coefficient value is
considerable at the level of 1%.

The coefficient which is unstandardized of
1.341 implies the partial effect of
competitive pricing compared to others on
the retention of customers with the bank as
constant. The predicted positive sign
shows the positive effect and the effect of
competitive pricing compared to others on
retention of customers with the bank
would raise by 1.341 for every unit. The
coefficient value is significant at the level
of 1%.

The coefficient which is unstandardized of
1.285 shows the partial effect of prices of
services is acceptable on the retention of
customers with the bank as constant. The
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predicted positive sign shows the positive
effect, and the effect of prices of services
are acceptable on the retention of
customers with the bank would raise by
1.285 for every unit. The coefficient value
is considerable at the level of 1%.

The coefficient which is unstandardized of
1.270 reveals the partial effect of
convenient branch location on the
retention of customers with the bank as
constant. The predicted positive sign
shows the positive effect and the effect of
convenient branch location on retention of
customers with the bank would raise by
1.270 for every unit. The coefficient value
is significant at the level of 1%.

The coefficient which is unstandardized of
1.144 reveals the partial effect of offers a
variety of products on the retention of
customers with the bank as constant. The
predicted positive sign shows the positive
effect and the effect of offers a variety of
products on retention of customers with
the bank would raise by 1.144 for every
unit. The value of coefficient is
considerable at the level of 1%.

The coefficient which is unstandardized of
1.133 reveals the partial effect of having
a favourable image on the retention of
customers with the bank as constant. The
predicted positive sign shows the positive
effect and the effect of having a
favourable image on retention of
customers with the bank would raise by
1.133 for every unit. The coefficient
value is considerable at the level of 1%.

The coefficient which is unstandardized of
1.248 shows the partial effect of support

www.ijiemr.org

social media on the retention of
customers with the bank would raise by
1.248for every unit. The value of
coefficient is significant at the level of
1%.

The coefficient which is unstandardized of
1.303 shows the partial effect of offer
VIP programmes to customer on
retention of customers with the bank as
constant. The predicted positive sign
reveals the positive effect and the effect
of offer VIP programmes to the customer
on retention of customers with the bank
would raise by 1.303 for every unit. The
coefficient value is considerable at the
level of 1%.

The coefficient which is unstandardized of
1.427 shows the partial effect of predict
industry needs on retention of customers
with the bank as constant. The predicted
positive sign reveals the positive effect
and the effect of predict industry needs on
retention of customers with the bank
would raise by 1.427 for every unit. The
value of coefficient is significant at the
level of 1%.

The coefficient which is unstandardized of
1.216 shows the partial effect of
empowering  the  customer  with
convenience on retention of customers
with the bank as constant. The predicted
positive sign reveals the positive effect
and the empowering of empowering the
customer with convenience on retention of
customers with the bank would raise by
1.216for every unit. The coefficient value
is considerable at the level of 1%.

relationship through social media on the
retention of customers with the bank as
constant. The predicted positive sign
reveals the positive effect, and the effect
of maintaining a relationship through

The analysis shows that the coefficient of
the estimate of providing quality services is
large, and it has a strong connection with
customer retention at the bank.

Volume 13 Issue 10 Oct 2024 ISSN 2456 - 5083 Page: 426



International Journal for Innovative

€ngineering and Management Research

PEER REVIEWED OPEN ACCESS INTERNATIONAL JOURNAL

www.ijiemr.org

The capability of a model to recreate data is
referred to as fit (i.e., usually the variance-
covariance matrix). A best-fitting model is
one that is sufficiently consistent with the
data and hence does not need to be re-
specified. Unsurprisingly, there's a lot of
disagreement over what it means to be
"reasonably consistent with the data." Before
analysing the causal paths of the structural
model, a well-fitting measurement model is
also necessary.

The researcher wishes to suggest that the
model is a "good-fitting" model despite the
fact that the chi-square is statistically
significant. As the model can recreate the
data, most (but not all) fit indices could not
be computed if the model is saturated or just-
identified. The model fit for this study is
shown in Table 4.

Table 3-SEM Fit Summary

S.No. Variable Value

1 Chi-Square 809.241
2 GFI1(Goodness-of-fit-index) 0.876
3 AGFI(Adjusted goodness-of-fit-index) 0.842
4 RMR(Root mean square residual) 0.070
5 CFI(Comparative fit index) 0.861
6 NFI( Normed fit index) 0.838
7 TLI(Tucker-Lewis index) 0.843
8 RMSEA(Root mean square error of approximation) 0.08
9 P value 0.00
10 Degrees of freedom 135

According to Table 3, the determined p-value
is 0.00, that is less than 0.01, indicating a
right match. The GFI (Goodness of Fit Index)
and AGFI (Adjusted Goodness of Fit Index)
values are both better than 0.8, indicating that
the fit is good. The estimated CFI
(Comparative Fit Index) value is roughly 1,
indicating a perfect fit, while the RMR (Root

Mean Square Residuals) and RMSEA (Root
Mean Square Error of Approximation) values
are 0.070 and 0.08, respectively, which are
below 0.10, indicating a perfect fit. The path
analysis that follows illustrates the link
between the manifest and latent variables in
the current study.
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Building customer relationships

R

Customer Retention Strategies Used by the Bank

The above path diagram indicates that all the customer complaints, providing reliable
eighteen  variables namely building services to customers, providing quality
customer relationships, product uniqueness, services, it can meet consumers changing
branding strategies, timely response to needs, uses latest technology has memorable
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Hypothesis 8:  Significant correlation
between uses latest technology and
customer retention with the bank. (proved
with rejecting the null hypothesis)

Hypothesis 9: Significant correlation
between memorable advertisement and
customer retention with the bank.(proved
with rejecting the null hypothesis)

Hypothesis 10: Significant correlation

advertisement, has competitive pricing
compared to others, prices of services are
acceptable, it has convenient branch
location, it offers a variety of products, it has
a favourable image, maintain a relationship
through social media, offer VIP programs to
the customer, predict industry needs and
empower the customer with convenience put
together highly influence on the retention of

customers in the research area.
RESULTS OF HYPOTHESES

The outcome of the hypotheses testing are
given below,

Hypothesis 1:  Significant correlation
between building customer relationships
and customer retention with the
bank.(proved with rejecting the null
hypothesis)

Hypothesis 2:  Significant correlation
between  product uniqueness and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis 3:  Significant correlation
between  branding strategies and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis 4: Significant correlation
between prompt response to customer
complaints and customer retention with
the bank. (proved with rejecting the null
hypothesis)

Hypothesis 5:  Significant correlation
between providing reliable services to
customers and customer retention with
the bank. (proved with rejecting the null
hypothesis)

Hypothesis 6:  Significant correlation
between providing quality services and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis 7:  Significant correlation
between it can meet consumers changing
needs and customer retention with the
bank. (proved with rejecting the null
hypothesis)

between competitive pricing compared to
others and customer retention with the
bank. (proved with rejecting the null
hypothesis)

Hypothesis 11: Significant correlation
between prices of services are acceptable
and customer retention with the bank.
(proved with rejecting the null hypothesis)
Hypothesis 12: Significant correlation
between convenient branch location and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis 13: Significant correlation
between offers a variety of products and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis  14:Significant  correlation
between favourable image and customer
retention with the bank. (proved with
rejecting the null hypothesis)
Hypothesisl5:  Significant  correlation
between support relationship through social
media and customer retention with the
bank.(proved with rejecting the null
hypothesis)

Hypothesis  16:Significant  correlation
between offer VIP programmes to
customer and customer retention with the
bank.(proved with rejecting the null
hypothesis)

Hypothesisl7: Significant correlation
between predict industry needs and
customer retention with the bank. (proved
with rejecting the null hypothesis)
Hypothesis 18: Significant correlation
between empower the customer with
convenience and customer retention with
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the bank. (proved with rejecting the null
hypothesis)

Discussion of The Result

It is inferred from the analysis that all the
eighteen variables namely building
customer relationships, product
uniqueness, branding tactics, timely
response  to  customer complaints,
providing reliable services to customers,
providing quality services, it is able to
meet consumers changing needs, uses
latest technology has  memorable
advertisement, has competitive pricing
compared to others, prices of services are
acceptable, it has convenient branch
location, it offers a variety of products, it
has a favourable image, maintain a
relationship through social media, offer
VIP programmes to customer, predict
industry needs and empower the customer
with convenience put together highly
influence on the retention of customers in
this study area.

Among all variables, the coefficient of the
estimate of providing quality services is
high, and it has a strong association with
retention of bank customers.

Findings and Suggestions Findings

It is inferred from the analysis that all the
eighteen variables namely building customer
relationships, product uniqueness, branding
tactics, timely response to customer
complaints, providing essential services to
customers, providing quality services, it is
able to meet consumers changing needs, uses
latest technology has memorable
advertisement, has competitive pricing
compared to others, prices of services are
acceptable, it has convenient branch location,
it offers a variety of products, it has a
favourable image, maintain a relationship
through social media, offer VIP programmes

www.ijiemr.org

to customer, predict industry needs and
empower the customer with convenience put
together highly influence on the retention of
customers in this study area.

Among all the variables, the coefficient of the
estimate of providing quality services is high,
which has a strong association with retention
of bank customers.

Suggestions

*Providing quality services is high, and it has
a strong relationship with retention of
customers with the bank. So, banks should
also take cross-functional decisions on
service quality in order to satisfy their
customers for more effective customer
retention.

*In order to keep customers in the service
sector, banks must focus on customers, which
will promote the quality of service and, as a
result, increase customer retention.
*Successful relationships contribute
significantly to customer retention and
loyalty, as well as customer happiness, which
helps the bank improve its performance.
Employee behaviour and motivation are also
important factors in employee retention, as
contented employees are more likely to
provide high-quality services.

Conclusion

The evolution of banking has encountered
numerous challenges and stresses. In
today's banking sector, customer retention
is one of the most crucial tasks. Banks
today have realized the need to market
their services to withstand the tough
competition of the industry. They must
properly establish their marketing tactics
in order to sustain themselves in the
market. During the most recent two
decades, there have been fast upgrades in
the financial system of India. Because of
liberalization and privatization, the
banking sector has become dynamic and
quickest growing service sector subject to
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increasing day-by-day competition with
incredible potential. The Indian financial
industry at present is going on through a
dynamic stage where both customer and
bank’s  performance, administration
quality, customer maintenance,
exchanging costs, customer retention,
customer loyalty and customer reliability
are currently the significant difficulties. In
order to keep customers loyal to the bank,

banks  must

cultivate  high-quality

relationships with customers, as there is an

emotional  cost

(switching  barrier)

associated with switching.
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