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ABSTRACT

In Thailand, Islamic financial products and services are offered by the Islamic Bank of
Thailand (IBT), some conventional banks and a number of Islamic financial
cooperatives. Thus, this means that IBT is faced with a highly competitive
marketplace. In a competitive milieu, it is crucial for the firm to focus on establishing
and enhancing a stronger relationship and engagement with customers for long-term
purposes. Therefore, the current study encourages IBT to perform relationship
marketing (RM). Thus, this study aims to identify the antecedents of customer
satisfaction in the context of IBT. The proposed dimensions of RM were extracted
from RM literatures which comprised of trust, commitment, communication, bonding
and empathy. The data was collected from 314 IBT customers in Songkhla and
Pattani, Thailand, using structured questionnaire technique. Whereas 302 applicable
questionnaires were used to perform multiple regression analysis to test the
hypotheses. The findings show that trust, communication, bonding and empathy has
significant positive effects on customer satisfaction among the customers of IBT.
Empathy appears as the most important dimension in satisfying the customers
followed by bonding, trust and communication. Interestingly, only commitment was
found to have no significant association with customer satisfaction. The findings of
this study provide theoretical and conceptual implications on RM and Islamic
banking. Moreover, the findings provide a significant implication for managers,
marketers of IBT and practitioners in the relevant fields. Hence, the findings of this
study provide insight on implementation of RM in Islamic banks particularly in
Thailand and other countries in order to satisfy customers.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

Over the past few decades, the Islamic banking sector has emerged as one of the most
conspicuous and impressively growing industry worldwide (Gheeraert, 2014; Imam &
Kpodar, 2015). The contemporary development of Islamic banking and financial
system expands from two major regions i.e. South-East Asia and the Middle-East
since the 1970s (Gheeraert, 2014). Many Muslim majority countries such as
Indonesia, Malaysia, Egypt, Saudi Arabia and Iran have started to set up Islamic banks
for their Muslim communities. This phenomenon has attracted wide attention,
multinational banks in particular to offer Islamic windows (Imam & Kpodar, 2015).
For instance, in Malaysia, many conventional banks such as HSBC Amanah Malaysia
Berhad, Hong Leong Islamic Bank Berhad, CIMB Islamic Bank Berhad, began to
offer Islamic windows as an alternative for customers.

Hence, this indicates that the proliferation of Islamic banks around the world
brought the Islamic banking sector to a highly competitive marketplace. Conventional
banks could offer Islamic banking services as it is not restricted solely for Muslim
communities (Muhamad, Melewar, & Alwi, 2012) but rather opens the door to people
of various faiths. Therefore, this raises demand from Muslims as well as non-Muslim
customers for Islamic financial and banking services in many countries. From this, it
can be seen that there is a rapid expansion and growth of Islamic banking sectors
worldwide. Hence, customer satisfaction (CS) needs to be maintained and enhanced in

order to retain customers for long-term purposes.



Accordingly, in the Thailand context, besides the establishment of the Islamic
Bank of Thailand (hereafter, IBT), there were a number of Islamic financial
cooperative institutions (hereafter, ICIs) already in existence to serve the Muslim
community in Thailand (Haron & Yamirudeng, 2003; Lateh, Ismail, & Ariffin, 2009)
since 1987. At the same time, some conventional banks such as Bank for Agriculture
and Agricultural Cooperatives (BAAC) and Government Saving Bank (GSB) also
offer Islamic banking products to Muslim customers. Hence, this indicates that IBT is
faced with several rivals that offers Islamic finance and banking products. Therefore,
IBT can no longer focus merely on acquiring new customers but also need focus on
establishing and enhancing a stronger relationship with customers for long-term
purposes.

Thus, since a few decades back, relationship marketing (hereafter, RM) was
suggested as the new marketing approach to retain customers for long-term purposes
(Aijo, 1996; Berry, 1983; Gronroos, 1994; Gummesson, 1994). The relationship
marketing (hereafter, RM) concept received high attention from practitioners as well
as scholars and researchers (e.g. Gronroos, 1994b; Morgan & Hunt, 1994; Ndubisi,
2004; Yau et al., 2000). RM emphasized and centered on building, enhancing and
maintaining a long-term relationship with customers and other key partners (Berry,
1983; Gronroos, 1994). RM goes beyond the ordinary exchange of economic values
that extend to seek customer retention and long-term relationship as both tactical and
strategic for firm sustainability (Hui, 2006). Likewise, Berry (1983) suggested RM as
a strategy to overcome the complexity of intangible elements in the service industry.
In a banking sector, products and services are feasible and easily duplicable (Law,
Lau, & Wong, 2003; Widana, Wiryono, Purwanegara, & Toha, 2015). Therefore,

developing a strong and durable relationship with customers is critical to keep



customers for longer term. As the reason being customer satisfaction (hereafter, CS) is
considered as one of the objectives of RM (Ndubisi, 2005; Payne et al., 1995). Hence,
it is crucial to investigate the dimensions of RM that tend to affects CS. After all, RM
studies in the Thailand context remains lacking, particularly in the Islamic banking

sector.

1.2 BACKGROUND OF THE STUDY

The banking sector worldwide is facing with a highly competitive condition due to
numerous factors such as technology innovation, globalization, investment
liberalization and information revolution that provoke companies to enhance their
service quality, develop closer relationships with customers and raise firm efficiency
(Aijo, 1996). The Islamic banking sector likewise tends to face with harder challenges
day-by-day, hence, there is a need for Islamic banks to build and develop long-term
strategy for sustainable growth. In recent years, the Islamic banking and finance
system has received conspicuous attention globally. Accordingly, Thailand is
considered as one of the countries in which the Islamic banking system is in its
growing stage. Whereby, non-Muslim have started to consider the Islamic banking
system as another alternative for savings and other financial services. However, until
recently, IBT is considered as the first and solely full-fledged Islamic bank institution
operating in Thailand, since its establishment in 2003. Somehow, prior to the
establishment of IBT, there were several conventional banks that have been offering
Islamic financial services through Islamic-windows such as GSB, BAAC and Krung
Thai Bank (KTB) (Haron & Yamirudeng, 2003). Accordingly, apart from

conventional banks, numbers of ICls were in existence since 1987 to serve Muslim



communities particularly in the southern part of Thailand by offering Islamic financial
products and services.

According to Gheeraert (2014), there are up to eight Islamic financial
institutions (IFIs) in Thailand, whereby IBT is perceived as the top Islamic financial
institution in Thailand. However, this study contends that currently there are more
than eight IFIs in Thailand (refer to Table 2.1). Therefore, this indicates that IFIs in
Thailand are becoming more intense and are faced with a highly competitive market
condition. Hence, due to the existing of various IFIs in Thailand, it is paramount for
Islamic bank to develop a competitive advantage as a strategy to differentiate their
services and further attract potential customers and maintain current ones. Therefore,
IBT needs to emphasize more on customer-orientation and relationship-orientation to
provide more efficient and effective services in satisfying their customers. This in line
with the suggestion made by Naser et al. (1999) who believe that Islamic banks need
to be more concerned with satisfying the customers that would enhance operational
success. Hence, by looking onto RM concepts, this study sought to investigate and
identify the dimensions of RM that influence CS in IBT. As Hau and Ngo (2012)
believe that relationship marketing orientation (hereafter, RMO) pursue to tighten
customer relationship for a longer-term.

The term “Relationship Marketing” (RM) first emerged in the early 1980s,
where Leonard Berry (1983) presented at the American Marketing Association’s
(AMA) Conference. He highlighted the strategic approach for service marketing, thus
introduced ‘Relationship Marketing’ concepts that emphasize on attracting, building
and maintaining a long-term relationship with the key partners (Berry, 1983;
Gronroos, 1989). Over a short time frame, RM has gained high amount of attention

and is widely accepted for implementation and discourse up to the point that RM was



perceived as a paradigm shift in marketing as relationship orientation (Callaghan &
Shaw, 2001). Particularly in the twentieth century, where businesses highly emphasize
on customer and marketing orientation business need to look forward and consider
implementing RM (Aijo, 1996; Callaghan & Shaw, 2001; Gronroos, 1989; Percy,
Visvanathan, & Watson, 2010). Thus, it is crucial for researchers to execute empirical
studies to investigate the relationship marketing concepts from different sectors and
contexts that would further provide significant outcomes and more insights to
practitioners and academicians of RM. Meanwhile, researchers are well aware of the
importance of CS which not only lowers the cost company incur (Sayani, 2015), but
also enhances business performance and higher profitability particularly in a banking
sector (Ndubisi, 2007a). For the time being, empirical evidences on the relationship
between RM dimensions and customer satisfaction seem to be scarce in the context of

Islamic banking industry, particularly in Thailand.

1.3 PROBLEM STATEMENT

As stated in the previous section, Islamic banks tend to experience a highly
competitive marketplace. According to Naser and Moutinho (1997) two major
counterparts that Islamic banks tend to encounter are from conventional banks that
offer Islamic windows and secondly, from the operation of other Islamic banks
counterpart, regardless foreign or local banks. Previously in Thailand, there were three
conventional commercial banks that offers Islamic financial products and services
which are GSB, BAAC and KTB together with the operation of several ICIs (Haron
& Yamirudeng, 2003; Lateh et al., 2009). The ICIs shared identical customer market
(i.e. Muslims community) with IBT which would definitely affect the stability of

customer shares. Thus, this would require a strategy in a well-planned manner to



compete with IClIs as well as conventional banks which requires to attract non-Muslim
segment to patronize Islamic bank. The current condition forces IBT managerial levels
to realize that IBT requires to maintain and at the same time increase their market
share. According to Naser and Moutinho (1998), they suggested that Islamic banks are
required to strive for long-term competitive positions to survive in times when Islamic
banks come across stiff competition.. The current study encourages IBT to pay more
attention on RM. This is because RM focuses and emphasizes on the enhancement of
CS and how to retain consistent and good interaction with their customers for long-
term engagement (Gronroos, 1995).

In the twenty first century, there has been continuous attention and studies
conducted on RM in various industries such as the manufacturing sector (e.g.
Chattananon & Trimetsoontorn, 2009; Trimetsoontorn & Chattananon, 2004), mobile
service sector (e.g. Bojei, Radam, & Abu, 2012), banking sector (e.g. Heffernan,
Neill, Travaglione, & Droulers, 2008; Ndubisi, 2007), retailing sector (e.g. Pressey &
Mathews, 2000) and service sector (e.g Fullerton, 2005). Most of the sectors aimed to
move towards retaining and enhancing customer relationship. According to Aijo
(1996), closeness with customer is becoming more critical element in business
regardless whether one is dealing with physical products or acts as a service provider.
Nevertheless, empirical studies on RM in the Islamic banking sector remain scarce.
Widana et al. (2015) noted that RM studies in the context of Islamic banking sector
remain paucity. Hence, it is vital to have an empirical study conducted in the sector of
Islamic banking from different context.

Hence, the present study perceived that there were a lack of empirical studies
and literatures of RM in Islamic banking sector in general. While, in Thailand, there

were no RM studies found on IBT and few studies discussed and empirically



conducted in relation to marketing perspective in the context of IBT. Thus, due to the
shortage of marketing research, managers might have a lack of insight on marketing
dimensions. Up to the best knowledge of the researcher of the current study, there has
been no study conducted in IBT context concerning relationship marketing. Thus, the
present study sought to provide an empirical evidence and insight on RM concepts in
IBT. In order to encourage the RM implication in IBT, empirical research needs to be
executed in advance to testify on which dimensions of RM have a significant
relationship on customer satisfaction. Empirical evidence in the banking industry by
Hallowwell (1996) shows that customer satisfaction is tied to the increase of
profitability. Therefore, due to this concern, this study attempts to fulfill the call and
needs for more empirical studies in the context of IBT related to customer satisfaction
and RM. Thus, this study aims to contribute additional empirical evidences on the
subject matter of relationship marketing concepts in the area of Islamic banking. Thus,
it is important to investigate and identify factors that affect CS.

Major problems and gaps highlighted in the present study are summarized as
follow:
Problem: The existence of several Islamic financial institutions (IFIs) in Thailand call
for a relationship-oriented approach. Hence, this requires an empirical study to
investigate the effects of RM on customer satisfaction that provide more significant
evidence on the implication of RM which would further help to attract the potential
customers and retain the existing ones.
Research gap 1: RM studies in the context of Islamic banking sector remain scant

(Widana et al., 2015).



Research gap 2: Meanwhile, up to the knowledge of the researcher of this study there
have been no studies that examine the relationship of RM dimensions on customer
satisfaction in Islamic banking sector, particularly in Thailand.

Research gap 3: Consequently, commitment has been commonly cited and discussed
in RM literatures which is perceived as one of the most important components of RM.
Thus, this study attempts to add and investigate ‘commitment’ as one of the
independent variables that might affect customer satisfaction. Hence, the original

model proposed by Hau and Ngo (2012) is adopted in this study.

1.4 RESEARCH OBJECTIVES
The research objectives in this study are specified into two major type; general and

specific objectives, mentioned in the sub-section below.

1.4.1 General Research Objective
The general objective of this study is to identify the antecedents of customer

satisfaction in an IBT context, from the relationship marketing perspective.

1.4.2 Specific Research Objectives
The specific research objectives of this study are listed as follows:
1. To examine the impact of trust on customer satisfaction.
2. To identify the impact of commitment on customer satisfaction.
3. To investigate the impact of communication on customer satisfaction.
4. To investigate the impact of bonding on customer satisfaction.

5. To study the impact of empathy on customer satisfaction.



1.5 RESEARCH QUESTIONS
The research questions developed in this study as follows:
1. What are the underlying factors that influence customer satisfaction on the
Islamic Bank of Thailand based on the relationship marketing perspective?
2. What is the impact of trust on customer satisfaction?
3. What is the impact of commitment on customer satisfaction?
4. What is impact communication on customer satisfaction?
5. What is the impact of bonding on customer satisfaction?

6. What is the impact of empathy on customer satisfaction?

1.6 SIGNIFICANCE OF THE STUDY

The current study sought to contribute several significant benefits onto two major
implication — academically and practically. The contributions of this study are
discussed in the following sub-section.

First of all, the discussion and dispute in RM literatures on theoretical and
conceptualization perhaps remain vulnerable. This study intends to contribute more
empirical documentations on the body of knowledge of relationship marketing. From
the findings, it could contribute to generalize conceptual outcomes to develop and
consolidate the theory of relationship marketing.

Meanwhile, to the best knowledge of the researcher of the current study, there
has been no study on RM concepts conducted in the context of Islamic bank of
Thailand. Therefore, the current study expects to fill up the gap by documenting
empirical evidence of RM as a starting point for future studies, in a context of IBT and
other related fields. After all, the current study aimed to investigate the determinants

of customer satisfaction using RM dimensions which are; trust, communication,



commitment, bonding and empathy conducted in a context of IBT. In addition, the
outcomes of this study would contribute to more empirical documentation to other
relevant literatures areas such as marketing, relationship marketing, the financial
institution sector and Islamic banking in particular. Nevertheless, the limitation of this
study could lead to future research to enhance and improve the findings of this study.
In terms of practical contribution, the findings of the current study could
facilitate and provide more insight to the managerial team and personnel of IBT in
particular on RM dimensions and its effects on customer satisfaction. Nonetheless,
based on the results acquired from the current research, it would benefit the
managerial level as well as marketers to develop a strategic plan for business
operation in order to enhance the present and future relationships with customers. By
referring to the findings in this study, managers and marketers could prioritize and
focus on the most important components of RM that effect CS. Moreover, the current
study provides a support to the sustainable growth of Islamic banking sectors
particularly in Thailand by directing their focus on CS and relationship-orientation.
Empirical evidence of the present study could guide and enhance the direction of
services and relationship development between banks and their customers. Therefore,
upon achieving the research objectives set by the present research it would likely
benefit both theoretical and practical aspects of RM. Thus, it is important to conduct

the current research.

10



1.7 DEFINITION OF KEY TERMS

In order to recognize and comprehend the relevant concepts and terms utilized in the
current study, the terminology of terms used throughout the study is defined and
described to provide better understanding on the terms used in this study.Below is the

list of the key terms:

1.7.1 Relationship Marketing

Gronroos (1997, p. 407) refers RM as “a process of identifying and establishing,
maintaining and enhancing relationships and terminating when necessary, with
customers and other stakeholders, at a profit, so that the objectives of all parties are

met, and that this is done by a mutual exchange and fulfillment of promises”.

1.7.2 Islamic Banking
Islamic banking is a banking system that operates and offers merely financial products

and services that conform to Islamic ruling or Shariah.

1.7.3 Islamic Banks
Islamic banks refer to a type of banking institution that performs activities and

transactions in accordance to Islamic law and ruling (i.e. Shariah).

1.7.4 Trust

Moorman et al. (1992, p. 315) defined trust as “a willingness to rely on an exchange

partner in whom one has confidence”.
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