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Abstract- The present study aimed to analyze the correlation between customer retention strategies and customer 

loyalty in PSBs and to find the impact of customer retention strategies (perceived service quality, customer satisfaction, 

customer trust, commitment and bank’s image on customer loyalty in PSBs. Total 383 customers from one branch each 

of PNB, BoB and UCO bank were selected through purposive sampling technique. A self structured ‘customer 

retention and loyalty scale’ was used to collect data. Data were analyzed through correlation coefficient and multiple 

regression statistics. Results revealed that customer retention strategies have significant positive correlation with 

customer loyalty. A significant positive impact of perceived service quality, customer trust, commitment and image of 

the bank was seen on customer loyalty. A positive but not significant impact of customer satisfaction was found on 

customer loyalty in PSBs. 
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I. INTRODUCTION 

A big and continuous customer detention has been seen in 

Public Sector Banks (PSBs) in India in recent years. 

Demonetization and NPA related issues are major factors 

towards this detention. PSBs are losing customers’ trust 

after Neerav Modi case and several related factors appeared 

in recent years. As per the reports, the PSBs in India are 

facing serious issue of that they are unable to continue with 

social banking and thus fulfill a major social obligation  

(RBI, 2018). These banks need an immediate and effective 

intervene so that PSBs in India can perform their usual 

operations.  

Customer retention alludes to the endeavors and capacity of 

a company or organization to hold its customers over some 

predetermined period. High customer retention implies 

customers of the services or business tend to come back to, 

keep on buying or in some other way not abandon to 

another company or organization, or to non-utilize totally. 

Service industry for the most part endeavors to diminish 

customer rebellions. Customer retention begins with the 

primary contact a company has with a customer and 

proceeds all through the lifetime of a relationship and 

fruitful retention endeavors consider this whole lifecycle. 

An organization's capacity to pull in and hold new 

customers is connected to its products or services, as well 

as to the way it benefits its current customers, the esteem 

customers really produce because of using the 

arrangements, and the notoriety it makes inside and over 

the commercial center. 

According to (Juneja, 2016) each organization needs to 

make and hold a faithful customer who participates in 

proceeded with beneficial business with it. Customer 

Loyalty is the measure of achievement of the organization 

in holding a long haul association with the customer. In this 

manner customer steadfastness is the point at which an 

organization gets a definitive reward of his endeavors in 

communicating with its customer. Customer faithfulness 

tends the customer to willfully pick a specific item against 

another for his need. The devotion might be item particular 

or it might be organization particular. At the point when a 

devoted customer has monotonous prerequisite of a similar 

item, such customers might be depicted as being 'mark 

faithful'. Then again he may likewise require distinctive 

results of a similar producer. In other words he makes huge 

buys coordinate from an indistinguishable provider and that 

checks from the organization particular devotion.  

The present study aimed to study customer retention 

strategies and customer loyalty in PSBs. The results shall 

be beneficial for PSBs and GOI for maintaining status of 

these banks. 

Need and Significance of Customer retention and 

loyalty- 

Customer satisfaction not only strengthens the customer 

base of the banks but also reduces the operating expenses of 

the banks by turning customers loyal to the bank. If the 

customers are satisfied with the services of the bank, he/she 

never wants to leave the bank or the quit from the services 

of the bank unless and until it is too necessary to do that. 
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This specialty of the customers is called loyalty. (Gauba, 

2016) 

Successful customer retention includes more than giving 

the customer what they anticipate. Producing loyal 

promoters of the brand may mean surpassing customer 

desires. Generating customer loyalty puts 'customer esteem 

instead of expanding benefits and investor esteem at the 

focal point of business system (Frederick, 1996). The key 

separation in an aggressive domain is frequently the 

conveyance of a reliably elevated requirement of customer 

benefit. Moreover, in the rising universe of Customer 

Success Retention is a noteworthy goal (Mehta, Steinman, 

& Murphy, 2016).  

Customer retention directly affects productivity. Research 

by (John & Jim, 2007) demonstrates that connected with 

customers produce 1.7 times more income than ordinary 

customers, while having drawn in representatives and drew 

in customers restore an income pick up of 3.4 times the 

standard.  

II. REVIEW OF RELATED LITERATURE 

In recent years banking sector has been observing a sharp 

competition after the entry of new banks including foreign 

bank in India. All banks including PSBs are making 

diversified strategies to attract more and more customers 

because if the number of customers increases, the 

profitability will also be increased proportionally as well as 

it enhances the reputation of the bank. Banks are mostly 

focusing on customer satisfaction in order to retain 

customers with the bank. Al-Hawari, Ward, & Newby, 

(2009) in their research paper highlighted the significance 

of service quality factors on customer retention within 

the Australian traditional and automated banking 

contexts. The relative importance of traditional and 

automated service quality factors on customer retention 

was examined with the intention of determining which 

indicator factors are likely to have a significant impact 

on customer retention. The paper then proposes a 

conceptual model of the relationship between service 

quality factors within the two contexts and customer 

retention. It concluded that all of the traditional service 

quality factors have positively influenced customer 

retention. Conversely, this paper finds that automated 

service quality in general has no positive significant 

influence on customer retention. 

Hundre, Kumar, & Kumar, (2013) conducted a 

research to study the customer retention in organization 

with special reference to banking industry. The results 

revealed that, to maintain existing customers is becoming 

more and more important. The reason for this development 

is based on the knowledge that long term related customers 

compare various offers against each other and choose the 

best one. Many reasons are identified as most important 

reasons for customer defection in a given service industry 

like banking, but the prominence of each factor depends 

upon the situation prevailing in each banking organization. 

The study suggests that, as consumer remains satisfied with 

a bank, they spread a positive word of mouth, which is very 

effective in case of services for attracting new customers. 

Longer the customer stays with a bank, the bank knows 

more about him, which enables it to offer customized 

services which make it difficult for the customer to defect. 

This may even provide opportunities to the bank to charge 

price premium by offering individualized services which 

may be difficult for the competitors to offer. Customer 

retention should be implemented in every 

organization/company. There exists a broad pallet of 

various instruments which can have a lasting effect. The 

earlier a company start with professional customer retention 

the faster first results can be experienced. 

A research project was carried out by Njane, (2014) to 

study the factors affecting customer retention in Barclays 

Bank of Nairobi. The author says that customer retention 

has been shown to be primary in firms that practice 

relationship marketing. Relationship maintenance costs fall 

as both customer and supplier learn more about each other. 

In addition, longer-term customers buy more and, if 

satisfied, may generate positive word-of-mouth promotion 

for the company. The study was motivated by the need to 

establish the factors which prevent and affect customer 

retention in banks in Kenya using a case study of Barclays 

Bank of Kenya. To achieve this objective, the study used a 

case study design approach. Data was collected from the 

customers of the Barclays Bank of Kenya using semi-

structured questionnaires and an interview done on the staff 

of the Barclays bank. The study found that customer 

retention is influenced by accuracy of transactions, delivery 

of services, efficiency of customer services, physical 

appearance of the bank and the convenience of the branch 

locations. Further findings indicated that customer retention 

in banks is also influenced by the corporate image of the 

banks based on the stability, familiarity and reliability. 

Competitive advantage of the bank through advertisements, 

unique and distinctive products and competitive pricing 

were other factors influencing customer retention. The 

study recommends management puts strategies so as to 

satisfy their customers and to retain them and prevent them 

from switching to other banks. It also recommends that 

banks put in place a customer retention team to monitor and 

address issues contributing to customer switching and 

retention. 

(Ibojo, 2015) examined the impact of customer satisfaction 

on customer retention. The objectives were: to determine 

the relationship between customer satisfaction and 

customer retention, and to examine the impact of customer 

satisfaction on customer retention. Survey research design 

was adopted for this study. Primary and secondary sources 

of data were used. The primary data includes a structured 

questionnaire used to elicit information from the target 
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respondents who were customers of the reputable bank in 

Oyo while the secondary data encompass the use of related 

materials, journals and periodicals. The findings show the 

R2 value of 0.717 which reveals that customer satisfaction 

independently accounts for 71.7% of the variation in 

customer retention. The f-statistics of 41.173 reveals that 

the model is statistically significant at 0.05 significant 

levels. It was concluded that the effective satisfaction of 

customers will give room for customer retention. More so, 

there is a significant relationship between customer 

satisfaction and customer retention. 

Tabassum, (2015); in her study compared the level of 

satisfaction and retention among customer of public, private 

and foreign sector banks. Total 100 customers purposively 

selected from one branch of one public, private and foreign 

bank each were chosen to collect data. Results revealed that 

customers of private and foreign sector banks were more 

satisfied with their banks in comparison to public sector 

banks. Customer retention was significantly more in Private 

and foreign banks in comparison to Public sector banks. 

Chahal & Bala, (2017) studied the impact of customer 

retention enquiry scale on brand value of Indian banking 

sector. The data were collected from 500 customers 

selected of five nationalized banks (State Bank of India, 

Punjab National Bank, Industrial Credit and Investment 

Corporation of India, Housing Development Finance 

Corporation, and Jammu and Kashmir Bank from Jammu 

City). Hypotheses were tasted through structural equation 

modeling technique. The study revealed that customer 

retention strategies which include loyalty and affinity 

schemes, special treatment benefits, customer feedback 

survey, courtesy system, and content marketing play a 

significant role in retention equity. A positive and 

significant impact of retention equity on brand value and its 

dimensions—brand loyalty, brand association, and brand 

awareness was also foundin the study. 

Gangrade & Loya, (2017) conducted a study to find out 

the favorable factors which retain customers in 

Nationalized and Private Banks. The study revealed nine 

factors which help to retain customer in Nationalized and 

Private Banks by using the Factor Analysis Test, These 

factors are: Accessibility, Customer Relationship, Courtesy, 

Competitiveness, Transaction Security, Transparency in 

Services, Employee Behavior, Updated Information and 

Loyalty and Satisfaction all affect the Customer Retention 

in Nationalized and Private Banks.  

Objectives- 

1. To examine relationship between customer retention 

strategies and customer loyalty in relation to PSBs. 

2. To find the effect of perceived service quality, 

customer satisfaction, customer trust, commitment and 

image of the bank on customer loyalty in relation to 

PSBs. 

Hypotheses- 

H01. There is no significant correlation between customer 

retention strategies and customer loyalty in PSBs. 

Ha1. There is a significant correlation between customer 

retention strategies and customer loyalty in PSBs. 

H02. There is no significant impact of perceived service 

quality, customer satisfaction, customer trust, 

commitment and image of the bank on customer 

loyalty in PSBs. 

Ha2. There is no significant impact of perceived service 

quality, customer satisfaction, customer trust, 

commitment and image of the bank on customer 

loyalty in PSBs. 

Sample- 

The sample was selected by using Krejcie & Morgan, 

(1970) formula. A total of 383 Customers from randomly 

selected branches of PNB, BOB and UCO Bank in Jaipur 

city were selected through purposive/convenient sampling 

technique for data collection.  

Instrument- 

A self structured customer retention and loyalty scale was 

used for collecting the data from the sample. The scale has 

two parts for measuring customer retention strategies and 

loyalty of the customers respectively. The instrument was 

divided in two parts. Part-1 measures customer retention 

strategies of PSBs under five dimensions (Perceived 

Service Quality, customer Satisfaction, Customer Trust, 

Commitment and Image). Part-2 measures customer loyalty 

towards PSBs. Part 1 and 2 consist 29 and 5 items 

respectively.  

III. STATISTICAL ANALYSIS 

Pearson Co-relational coefficient was used for analyzing 

serial correlation between customer retention strategies and 

customer loyalty towards PSBs and multiple regression 

methods were applied to analyze the effect of dimensions of 

customer retention strategies on customer loyalty.  

Analysis of information- 

The analysis of information is as under- 

Table: 1  

Correlation between customer retention strategies and 

customer loyalty (N=383) 

Variables Pearson 

r 

P Value 

(=0.05) 

Significance 

Customer Retention 

Strategies 0.57 0.00 
Significant 

P<0.05 
Customer Loyalty 

Table 1 shows a positive correlation between two variables. 

For testing the significance of correlation, t-test was 
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applied. The p value is lesser than 0.05 (p<0.05) which is a 

strong evidence against null hypothesis. This shows there is 

a significant linear positive correlation between two 

variables. 

Table: 2 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.57 

R Square 0.33 

Adjusted R Square 0.32 

Standard Error 1.45 

Observations 383 

 

ANOVA 

 
df SS MS F Significance F 

Regression 5 401.9812 80.39624 38.14428 0.00 

Residual 377 794.5984 2.107688 
  

Total 382 1196.58 
   

 

 

Coefficients Standard Error t Stat P-value 

Intercept (Customer Loyalty) 4.405087 1.274497 3.456334 0.00061 

Perceived Service Quality 0.115364 0.032643 3.534116 0.00046 

Customer Satisfaction 0.082528 0.049156 1.678913 0.093998 

Customer Trust 0.169481 0.050169 3.378181 0.000806 

Commitment 0.159025 0.04919 3.23285 0.001334 

Image 0.201973 0.038094 5.302025 0.00 

 

Regression 

Equation 
= 

Interce

pt 
+ 

Perceived Service 

Quality 
+ 

Customer 

Satisfaction 
+ 

Customer 

Trust 
+ 

Commitm

ent 
+ 

Ima

ge 

Loyalty= = 4.40 + 0.11 + 0.08 + 0.16 + 0.15 + 0.20 

Table 2 shows the regression effect of perceived service quality, customer satisfaction, customer trust, commitment and image 

of the bank on Customer Loyalty in PSBs. The Multiple R between dependent and independent variables shows moderate 

correlation between variables. Adjusted R square shows that independent variables together put 32% effect on customer 

loyalty.   

The F value between regression groups and residuals is 

significant (P<0.05), which proves the presence of 

discrimination between variables. The significant F shows 

the equation regression fit. 

The regression coefficients of intercept (Customer Loyalty) 

is significantly affected by independent variables together 

(p<0.05). The effect of perceived service quality, customer 

trust,, commitment and image of the bank on customer 

loyalty is significant (P<0.05) and the effect of customer 

satisfaction from the PSBS does not put significant effect 

on customer loyalty (P>0.05).   

By calculating the regression equation; we come to know 

that image of the bank, customer trust, commitment and 

perceived service quality play a major role on customer 

loyalty respectively in PSBs. And customer satisfaction 

does not have major role in customer loyalty in PSBs.  

IV. FINDINGS 

1. A significant serial correlation between customer 

retention strategies and customer loyalty found in 

PSBs. The tendency of correlation is moderate which 

shows that customer loyalty comes out from the 

retention policies of banks. PSBs must do some more 

efforts to retain customer and to improve or develop 

loyalty among them towards banks 

2. A significant positive impact of perceived service 

quality, customer trust, commitment and bank’s image 

was found on customer loyalty and a positive but not 

significant impact of customer satisfaction was found 

on customer loyalty in PSBs. 

V. CONCLUSION 

1. PSBs in India are struggling for the survival and their 

efforts and policies are not up to the mark to make 

customers satisfy. The customers are still loyal to the 

PSBs because of government guaranteed support to 
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customers for any loss against the failure of PSBs. The 

correlation between variables is not high but moderate. 

That means banks needed to improve service quality 

for the customers to retain them with the bank and to 

make them loyal towards banks.  

2. Customers in PSBs are not satisfied with banks as the 

results of the study revealed. But they still trust over 

these banks as these banks are very older and well 

organized. Nationalization of PSBs is also a factor of 

customer trust. Being older and once market leader in 

banking industry, the image of the PSBs is still good in 

the perception of the customers. The central 

government support let the customers to trust over 

these Banks. Perceived service quality also put a major 

impact on customer loyalty but at lowest level. PSBs 

must make efforts to satisfy customers by improving 

service quality and commitment.   
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