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Abstract: The purpose of this article is to investigate relationship marketing and customer 

retention in South African banks, based on the perceptions of bank managers.  Banks can use 

relationship marketing and customer retention to attract and maintain profitable clients. 

However, often the views of managers and clients differ regarding the variables important for 

bank-client relationships. A self-developed, structured questionnaire was distributed via 

judgemental snowball sampling to bank managers in South Africa.  Findings in the paper 

revealed that, according to bank managers, only two of the selected six variables influence 

relationship marketing. As this study forms part of a broader study, a difference in the 

viewpoints of bank managers and individual banking clients is evident.  

This article focuses on how banks should change their bank managers’ relationship marketing 

views to align these with the views of clients. Ultimately, strategies suggested by this article 

could improve bank-client relationships and banks’ customer retention.  
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1 INTRODUCTION 

Marketing is one of the eight business functions performed in firms (Bosch, Tait & 

Venter 2011:14). Bosch et al. (2011:383) define marketing in a firm as the business 

function that is responsible for the satisfaction of consumer needs by adding value 

through appropriate products and/or services, reasonable prices and acceptable 

distribution channels using promotional strategies and marketing communication 

methods.  

Two important concepts in the field of marketing are relationship marketing and 

customer retention. Grönroos (1994:4-20) initially defined relationship marketing as 

the strategy employed by firms to identify, establish, maintain, enhance, and, when 

necessary, terminate relationships with clients and other stakeholders at a profit so 

that the objectives of all parties involved are met. Kotler, Armstrong and Tait 

(2010:21,31) emphasise that marketing is increasingly shifting from trying to maximise 

the profit on each individual transaction to building mutually beneficial relationships 
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with clients. Swartz and Iacobucci (2000:96) also state that in recent years much focus 

in marketing was on the concept of developing relationships with clients. If “successful” 

marketing occurs, a firm will have high customer retention rates. According to 

Reichheld (1996:57), customer retention is a firm’s “zero defections”, or no switches, 

of profitable clients to competitors. Customer retention can also be defined as the 

longevity of a client’s relationship with a firm (Menon & O’Connor 2007:157).  

The main focus areas of prior research on relationship marketing were theoretical in 

nature; focused only on the relationship marketing of specific firms and focused 

extensively on the practical implementation of relationship marketing, namely the use 

of customer relationship management (CRM) processes and systems. In order to 

differentiate between relationship marketing and CRM for the purpose of this study, it 

is important to realise that most authors regard relationship marketing as the strategy 

used by firms to create and maintain client relationships. CRM is mainly regarded as 

the processes, systems and technology implemented in order to put relationship 

marketing into practice (Rootman 2011:70).  

Through prior research, relationship marketing benefits for firms and their clients 

have been identified. Proper relationship marketing can lead to higher levels of 

service quality, client satisfaction, support and the retention of profitable clients 

(Bejou, Ennew & Palmer 1998:171; Eid 2007:1026; Karakostas, Kardaras & 

Papathanassiou 2005:857; Menon & O’Connor 2007:157; Rootman 2006). In 

addition, improved client-relationships can ensure firms of lower marketing costs and 

increased customer loyalty as well as special benefits, customised offerings and 

lower prices for clients (Ackermann & Van Ravesteyn 2005:149,152; Baron & Harris 

2003:161; Bergeron, Roy & Fallu 2008:171; Customer relationship management 

benefits 2004:1; Eid 2007:1021; Mudie & Cottam 1999:257; Swartz & Iacobucci 

2000:96,328; Wilmshurst & Mackay 2002:346;). Especially in service industries, 

relationship marketing has become pertinent.  

Customer retention has also been well researched. Many studies (Colgate, Stewart 

& Kinsella 1996:23; Jones, Mothersbaugh & Beatty 2000:259) have shown that a 

firm’s most important asset is its existing client base – thus firms’ ability to retain 

consumers is of the essence. Customer retention can lead to many advantages for 
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firms, including higher sales and profits, lower costs to acquire new clients, positive 

word-of mouth recommendations, as well as aspects such as recognition, 

personalisation, power, risk reduction, status and affiliation for retained clients (Brink 

& Berndt 2008:43; Bruhn & Georgi 2006:18; Buttle 2004:17,26-27; Farquhar 

2003:395; Karakostas et al. 2005:855). Aspects regarding customer retention have 

also been researched in United Kingdom banks (Clark 2002:93) and other financial 

services industries (Baker 2007/2008:35-38). 

However, the influence of relationship marketing on the customer retention of banks, 

specifically from the viewpoints of bank managers, has not yet been researched in the 

South African banking industry. Being an industry where a service is offered, that is 

intangible, inseparable, perishable, variable and untransferable (Bosch et al. 

2011:413; Boshoff & Du Plessis 2009:5-8; Bruhn & Georgi 2006:13-15; Kotler et al. 

2010:234), the South African banking industry has many challenges. In addition, the 

South African banking industry is highly competitive and in order to compete, banks 

need to focus on their clients and their financial and banking needs. Therefore, a focus 

by banks on client relationships (relationship marketing) and customer retention can 

prove to deliver many advantages.  

Previous research has shown that there often exist differences in viewpoints between 

the management of firms and their clients. A firm needs to be knowledgeable about 

how the clients perceive relationship marketing and which variables clients feel are 

influencing the firm’s level of relationship marketing. Additionally, the firm needs to 

identify the viewpoint of the firm’s management with regard to the firm’s relationship 

marketing and how the two viewpoints differ. Any possible difference needs to be 

rectified. Chipunza (2008:148) confirms this by indicating that the service firm needs 

to monitor the relationship between what service employees think about the firm and 

its services, and what clients perceive.  

In other words, the service firm needs to ensure that the relationship marketing issues 

experienced by the clients are understood by management and effectively attended to, 

revised and addressed by the firm to ensure sufficient levels of relationship marketing. 

Thus, it is also important in the South African banking industry to determine the views 

of managers regarding relationship marketing and customer retention and then to 
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compare these with the views of banking clients. This may result in banks having 

clear knowledge about their clients’ most important needs in terms of building and 

maintaining relationships with their banks and how banks’ customer retention could 

be improved.  

It is evident that strong client relationships (thus proper relationship marketing 

strategies) and higher customer retention rates can possibly increase the survival 

rate of banks around the world. However, are banks aware of the relationship 

marketing and customer retention aspects that are important to clients when building 

relationships with their banks? 

A previous study in South Africa by Rootman (2011) has identified the relationship 

marketing and customer retention aspects important to clients. Now it is essential to 

identify bank managers’ views on relationship marketing and customer retention in 

banks.  Therefore, this research focuses on gathering insights into South African 

banks’ relationship marketing and customer retention focus areas, as perceived by 

bank managers. This will shed light on managers’ views compared to the views of 

clients (from the previous study) in order to identify differences to make relevant 

recommendations to banks.  

2 LITERATURE OVERVIEW 

The literature overview consists of a discussion on relationship marketing, customer 

retention and the current state of South African banks.  

2.1 RELATIONSHIP MARKETING AND CUSTOMER RETENTION IN 

PERSPECTIVE 

As mentioned above, relationship marketing is a core strategy used by firms to 

attract, interact with, and keep profitable clients, while ensuring mutual benefits for 

the firm and its clients (Walsh, Gilmore & Carson 2004:469). Also described above, 

is the concept customer retention. It has been established that customer retention 

can be described as the rate at which a firm keeps or retains its profitable clients, in 

other words, if firms retain their clients it means that their clients do not switch to 

competitors who provide similar products and services (Reichheld 1996:56-69).  
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Based on literature, the following variables linking to bank activities, actions and/or 

methods, have been identified for this study as variables possibly influencing 

relationship marketing and customer retention in banks: communication, empowerment, 

personalisation, fees, ethical behaviour and technology. 

− Communication is the delivering of a message or information, through various 

methods, from one individual or group to another (Bosch et al. 2011:506; 

Lages, Lages & Lages, 2005:1041; Joiner, 1994:124). Included in the 

concept communication, to and from clients, are word-of-mouth (Chen & Xie 

2008:477; Kotler et al. 2010:431) and marketing communication (Elliott, R. 

2009 IN Boshoff & Du Plessis, 2009:274-277; Kotler et al. 2010:436-438).  

− Empowerment is a firm strategy implemented to give employees more 

responsibility and authority to make decisions and control work processes 

(Longenecker, Moore, Petty & Palich 2006:362; Schreuder & Theron 2001:6).  

− According to Brink and Berndt (2004:36) and Peppard (2000:322), 

personalisation occurs when a firm develops or tailors its offerings to satisfy 

unique client needs.  

− Ethics refer to the set of moral principles that determine human behaviour 

(Stevenson 2005:4) and therefore a firm’s ethical behaviour refers to its 

degree of conforming to acceptable standards of behaviour (Joyner & Payne 

2002:299; McDonald & Leppard, 1990:27) and its level of social responsibility 

(Longenecker et al. 2006:31). In the case of services rendered, such as 

banking services, the price charged to the client is often called the fee, rent, 

tariff, fare, premium or rate (Mostert, P. 2009 IN Boshoff & Du Plessis, 

2009:143-144).  

− Hoffman and Bateson (2006:269) define technology as the level of 

automation a firm utilises.  

As this study focuses on how the above variables could influence the relationship 

marketing and customer retention of banks, it is important to discuss the South 

African banking industry. 
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2.2 THE SOUTH AFRICAN BANKING INDUSTRY  

The South African banking industry is generally regarded as a strong, stable industry. 

The country’s banking system has relatively well developed regulatory, legal and 

accounting infrastructures and is well regulated by the South African Reserve Bank 

(SARB) (Kemp 2002:1; Van den Berg 2009:12). The 2008 press release by 

FinScope revealed that the sophisticated South African banking industry is allowing 

the country to become a more financial inclusive society (Finscopeb 2008:1,4). The 

industry comprises of a few large, financially strong banks as well as a number of 

smaller banks. The four major banks control 84% of the total South African banking 

market and include Amalgamated Banks of South Africa Group Limited (ABSA), 

FirstRand Holdings Limited (FNB), Nedcor Limited (Nedbank) and Standard Bank 

Investment Corporation Limited (Standard Bank) (South African Reserve Bank 

2008:55). In total 46 foreign banks have offices in the country. At the end of 2009, 

150 619 people were employed in the South African banking industry (Banking 

Association of South Africa 2010:7).  

However, because it is operating in a developing country, the South African banking 

industry faces many challenges: globalisation and the pressure to internationalise 

(Metcalfe 2009:24,26; Whitfield 2006:13); an increasingly competitive business 

environment (Ashton 2009) with new entrants, for example African Bank and Capitec, 

and foreign banks (Metcalfe 2009:6); devaluations of banks’ shares (Duncan 2008:1; 

Harris 2008:13; Nedbank 2008:1; Whitfield 2008:20); government intervention 

resulting in increased obligations and regulations (Metcalfe 2009:21,24,26; Whitfield 

2006:12) and technological advancements in the industry (Metcalfe 2009:16,24,26).  

South African banks also face challenges such as competing for the more than 40% of 

the population that is un-banked (Finscopea 2009:4; Okeahalam 2008:1131), thus not 

currently making use of  banking services; changing client behaviour (Fin24 2007:1); 

and the continuous enquiries about their banking fees (Mittner 2008:8; Nyamakanga 

2007:1; Whitfield 2009:47).  Following the above discussion, it is evident that a focus 

on relationship marketing and customer retention may be beneficial and contribute to 

the competitiveness and survival of South African banks.  
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3 OBJECTIVES AND HYPOTHESES 

The primary objective of the research was to consider the current relationship marketing 

focus areas of banks, as viewed by bank managers. In addition, based on managers’ 

viewpoints, the influence of relationship marketing on banks’ customer retention was 

investigated. The aim was to gain insights from bank managers on the relationship 

marketing aspects important to banks when focusing on client relationships. In order to 

obtain the primary objective, firstly an extensive literature overview on relationship 

marketing and customer retention in South African banks was conducted. Secondly, an 

empirical investigation among bank managers was conducted to provide banks with 

relationship marketing and customer retention strategies as recommendations, based 

on the current perceptions of bank managers.  

Therefore, a number of hypotheses were constructed based on the relationship 

marketing and customer retention knowledge obtained from the introduction and 

literature overview. In addition, a previous relationship marketing and customer 

retention study among banking clients by Rootman (2011:35,36) was consulted to 

construct the hypotheses for this bank manager study.  Six hypotheses were 

constructed to determine whether relationships exist between each of the 

independent variables (communication, empowerment, personalisation, ethical 

behaviour, fees and technology) and the intervening variable (relationship 

marketing):  

H1: A relationship exists between communication and relationship marketing, as 

perceived by bank managers.  

H2: A relationship exists between empowerment and relationship marketing, as 

perceived by bank managers.  

H3: A relationship exists between personalisation and relationship marketing, as 

perceived by bank managers.  

H4: A relationship exists between ethical behaviour and relationship marketing, as 

perceived by bank managers.  

H5: A relationship exists between fees and relationship marketing, as perceived 

by bank managers.  
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H6: A relationship exists between technology and relationship marketing, as 

perceived by bank managers.  

One hypothesis was constructed to examine whether a relationship exists between the 

intervening (relationship marketing) and dependent (customer retention) variables: 

H7: A relationship exists between relationship marketing and customer retention, 

as perceived by bank managers.  

4 RESEARCH METHODOLOGY 

In order to gather the viewpoints of South African bank managers, the quantitative or 

positivistic research methodology was followed to satisfy the problem statement and 

research objectives of this study. A "positivistic paradigm" is a research philosophy 

that is associated with deductive reasoning, which has been adopted from the 

natural sciences (Collis & Hussey 2009:85; Saunders, Lewis & Thornhill 2009:146). 

The quantitative research method was used, as the study’s focus was on testing the 

hypotheses, as well as on analysing and interpreting the gathered data quantitatively 

(Burns & Burns 2008:14-19; Neill 2007:1). 

Both primary and secondary sources were used to collect information on banks and 

relationship marketing as well as customer retention aspects and strategies. For the 

empirical investigation, a self-developed measuring instrument in the form of a 

structured questionnaire was distributed to branch managers of banks throughout South 

Africa. The purposive or judgemental non-probability sampling technique (Zikmund 

2003:382) was used, as the major banking groups agreed to distribute the questionnaire 

to their manager databases. In addition, snowball sampling was used as managers 

were encouraged to forward the questionnaire to other managers in the industry. 

Sections 1 – 9 were in the format of a seven-point Likert-type scale ranging from 

‘strongly disagree’ (1) to ‘strongly agree’ (7) and gathered information on bank 

managers’ viewpoints regarding relationship marketing and customer retention. Section 

10 gathered biographical data of the respondents and their employer banks.  

The Microsoft Excel, Statistica (Version 9) and AMOS (Version 18) computer 

programs were used to statistically analyse the gathered data in three phases: 
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banks focus on communication, empowerment, personalisation, ethical behaviour, 

justifiable fees and the use of technology. In addition, bank managers are agreeing 

that their employer banks have good bank-client relationships (mean = 5.522) and 

sufficient customer retention rates (mean = 5.134).  

The question is: Do banking clients have the same views regarding their banks’ 

focus on relationship marketing and customer retention aspects? According to the 

study by Rootman (2011), this is not the case: banking clients and bank managers 

have different views regarding banks’ relationship marketing and customer retention 

aspects. This study shows that bank managers are much more positive regarding 

their banks’ application of the relationship marketing and customer retention aspects. 

Banking clients from the Rootman (2011:327,344) study have more negative 

responses on their banks’ relationship marketing and customer retention 

performances.  

There is also a difference in the factors regarded as important by banking clients and 

bank managers. According to Rootman (2011:317), banking clients rank fees, ethical 

behaviour and personalisation as important aspects influencing relationship 

marketing. This study shows that bank managers only view communication and fees 

as factors significantly influencing relationship marketing. Based on these findings, 

another question arises: How can bank managers understand the views of banking 

clients as well as align their banks’ strategies with banking clients’ relationship 

marketing and customer retention needs? 

6 CONCLUSION AND RECOMMENDATIONS  

The literature overview presented in this article and the empirical investigation of this 

study have led to the formulation of relationship marketing and customer retention 

recommendations for banks, based on the perceptions of their managers. The 

empirical findings showed that bank managers regard communication and fees as the 

most important variables influencing client relationships, however the previous study 

(Rootman 2011:317) has shown that many other variables are also applicable, based 

on banking clients’ perceptions. This emphasises the need for banks to align their 

managers’ viewpoints and focus areas with those of clients to ensure the satisfaction 
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of clients’ needs and expectations. In other words, together with the preceding study, 

the answer was negative to the following question: Do banking clients have the same 

views regarding their banks’ focus on relationship marketing and customer retention 

aspects? 

In addition, this study’s findings provided another relationship marketing question 

that should be answered in future related studies, namely: How can bank managers 

understand the views of banking clients as well as adapt their banks’ strategies to 

adhere to banking clients’ relationship marketing and customer retention needs? 

The two questions above lead to a number of recommendations. Firstly, banks should 

regularly conduct surveys, such as customer satisfaction surveys, to determine the 

most important banking aspects for clients’ and their level of satisfaction with the 

bank’s client relationships. This does not only refer to short surveys requesting clients 

to briefly rate their banks’ service. More in-depth or detailed questions concerning 

banks’ relationship marketing efforts should be posed to clients. Informal focus group 

sessions should be held between bank managers and valued clients to stay abreast of 

client concerns and needs. Bank websites should have facilities where clients can 

pose questions, raise concerns and provide suggestions concerning bank-client 

relationships. These website comments from clients should be responded to in a 

limited time to provide immediate feedback and relevant action by banks. Another 

strategy for bank managers to employ, to identify the most important client relationship 

aspects, is to benchmark their banks against other leading banks.  

Based on the results of this study and the preceding study by Rootman (2011:315), 

fees are the only variable according to both managers and clients that influences 

banks’ relationship marketing. Thus, for bank management it is important to 

investigate bank fees and changes in fee structures more regularly. For example, 

clients should be well informed about increases in fees in advance, and if necessary, 

the increases in fees should be explained or justified to clients. Differences in fee 

structures for different client groups should be well communicated and reasons for 

these differences should be understood by clients to ensure that they feel fairly 

treated. In addition, instead of all major banks charging similar fees for the same 

banking products and/or services, fees could be used as a variable by banks to 
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sustain a competitive advantage. Thus, banks can charge fees significantly different to 

those of their competitors.  

In future studies the geographical reach could expand by including bank managers in 

other countries, for example the bank managers employed in Canada, the country 

often regarded as the one with the most successful banks worldwide in terms of 

relationship marketing (Cole 2009:1, Ptak 2001:38, Skousen 2009:1). It is evident 

that this article provides evidence that bank managers and clients often have 

different relationship marketing views and banks should adjust their institutions’ 

focus areas according to those of clients to better satisfy clients’ banking needs. 

Instead of only focusing on their bank’s communication and fees, managers should 

identify and focus on relationship marketing variables important to clients.  This 

article’s recommendations will lead to improved bank management, increased 

banking client satisfaction and overall more successful banks.  
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