T“S 000105

TAN SRI ABDUL MAJID LIBRARY

INTI INTERNATIONAL UNIVERSITY

MASTER OF BUSINESSI ADMINISTRATION

EVALUATING THE LINKS BETWEEN RELATIONSHIP
MARKETING AND CUSTOMER LOYALTY IN THE
MALAYSIAN RETAILING INDUSTRY

Author: Phua Tin Chew

Student No: 110007000

Supervisor: Dr. Mazirah Yusoff
Submission Date: 14 December 2012
Ethics Number: INBS398

Final Word Count: 15,904 Words

FACULTY OF BUSINESS, COMMUNICATIONS AND LAW




Table of Contents A h
Chapter | ... ST 6
Introduction ... SRR T 6
1.0 Chapter INFOAUCHON. .. —e..e.eeveeeeeseeeeeeeere oo oo e oo 6
1.1 Background.............coocoiiiiiiiiis e ceemeanaans 6
1.1.1  Anoverview of the retail industry ..., 6
1.1.2  The future of Malaysia retailing industry ................coooooviiiiniini. 7
. 1.1.3  Relationship Marketing in the Malaysian Retailing industry................ 9
1.1.4  Customer Loyalty in the Malaysian Retailing industry ...................... 10
1.2 Problem definition ... e 11
1.3  Research ObJectivVes ........ooiiciiieirecee e 12
1.4 Scope of Study........ccoviceiiiieiee e ................................ 12
1.5 ASSUMPLON ... r’ ................................ 13
1.6  Significance of the Research ............ccoocireeiiiiceic e 13
1.7  Structure of RESEAICH ............lcu i 14
LIterature REVIEW ..........cooiiee ettt ettt e 15
2.0 Chapter INtrodUCHION............ccooeeeieeeie ettt 15
2.1 Relationship Marketing (RM)......ccooiriiiiei e 15
2.1.1  The “Marketing Shift” from Transaction Marketing to Relationship
MarKEtiNg .. ..o e 18
2.1.2 Difference between Relationship Marketing and Customer
Relationship Management..............cooo oo 19
213  The development of Relationship Marketing..............c...ccoo........ 20
214  Relationship Marketing in Malaysia Context ..............ccc.ccooevvvnnn..e. 21
2.2 Relationship Strength....... e e et e e e e e aaeaeraa e 23
2.3  SeVICe QUAIY........oveeeeeee ettt et 24
24 Trust....veeeveeennes ettt 26

INTI International University (2012)

e




425 Income.......c....ceee. PR 45
426  Ocoupation.........ccceeeeueeeeeeneenne, v ..................... a7
427 RECE ... S e e 48
428  Marital StalUS........oooooeereerrecceeee e 49
4.3 Validity and Refability TESt ..........ce.ccorrereseecereeeressesoeoeoe oo 50
431 VaAlAItY TESt..o.eyieeeeeeeeeoecveee e eeeee e s e eeeeeeee 50
432 Reliability Test ....ccocoeeune.... ettt 56
4.4 The Determinants of Customer Loyalty...............c.cooooiiiiiii 57
441 Normality and Multicollinearity Test.................................................58
442  Multiple REGIESSION ......cooiiiiciiiiiii et 60
4.5 Summary of Hypothesis ........cccoer i e ————— 64
L0 1T Vol (=Y Y U PO 66
Conclusion and Recommendations.............oooovoviioiiiiii e 66
5.0 Chapter Introduction ﬁ ................................... 66
5.1 RECOMMENAALON ... .oee.oeereereeeeeemereeeseseereseeeeee e 66
52 Limitation and Suggestions for future research...................................... 67
SR B O o T Tor 11T o I SO USSP SUURRE 68
R I NCES ..ottt et et tr e e et s ettt tnnnnmnn e ennnnn 71
List of Tables
Table 2.1 Definition of Relationship Marketing : : 16
Table 2.2 Comparison  between  Transaction marketing and
, Relationship marketing 19
Table 2.3 Summary of the researches on Relationship Marketing in
Malaysia context 21
Table 2.4 Summary of Hypotheses 29
Table 3.1 Variables and Corresponding ltems 33
Table 3.2 Summary of Sample Size 36
Table 4.2.1  Statistics on “Gender” — 41

INTI International University (2012)




Table 4.2.2
Table 4.2.3
Table 4.2.4
Table 4.2.5
Table 4.2.6
Table 4.2.7
Table 4.2.8
Table 4.3.1.1
Table 4.3.1.2
Table 4.3.1.3
Table 4.3.1.4
Table 4.3.1.5
Table 4.3.2.1
Table 4.3.2.2
Table 4.4.1
Table 4.4.2
Table 4.4.3
Table 4.5

List of Figures

Figure 1.1
Figure 1.2
Figure 2.1
Figure 3.1
Figure 4.2.1
Figure 4.2.2
Figure 4.2.3
Figure4.2.4
Figure 4.2.5

Statistics on “Age”

Statistics on “Area”

Statistics on “Education Level” distribution

Statistics on “Income”

Statistics on “Occupation”

Statistics on “Race”

Statistics on “Marital Status”

Values of Factor Loading for Trust

Values of Factor Loading for Commitment

Values of Factor Loading for Service Quality

Values of Factor Loading for Relationship Strength--—--——-—-

Values of Factor Loading for Customer Loyalty

Value of Cronbach’s Alpha for the entire construct-——---——

Value of Cronbach’s Alpha for individual variable

Normality and Multicollinearity test L

Results of Regression for customer loyalty

Ranking of variables based on t-value

The summary of hypotheses

The summary of wholesale and retail NKEA for year 2020-----
The summary of EPPS

Conceptual Framework

Summary of research methodology chapter:

Percentage of “Gender” distribution

Percentage' of “Age” distribution

Percentage of “Area” distribution

Percentage of “Education” distribution

Percentage of “Income” distribution

INTI International University {2012)

2 —

42
43
44
45
47
48
49
51
52
53
54
55
56
57
59
60
64
65

30
39
41
42
44
45
46



Figure 4.2.6  Percentage of “Occupation” distribution ; 47
Figure 42.7  Percentage of “Race” distribution-———:—- : 48
Figure 42.8  Percentage of “Marital Status” distribution ' 49
Figure 4.5 The strength and direction 6f the relationship of variables

with customer loyalty: 'l 64

INTI International University (2012)

e EE——




Abstract

In today market, organizations from retail industry are fighting for survival in today’s
intense market place. Such dynamic challenges -pléce‘d loyalty customer as an
important asset to maintain the retail store’s success. Thus, the strategies that
retailers using to build and to maintain the relationship with customers are
extremely important. Therefore, this research is conducted to evaluate the link
between Relationship Marketing and Customer Loyalty in the Malaysian retailing
industry. Based on a detailed literature review, research constructs and a proposed
model is developed. A quota sampling methodology, questionnaire survey is
conducted to target 400 respondents from Petaling Jaya, Subang Jaya and Klang.
The SPSS 17.0 is employed to test the hypotheses in accordance with the
research objective. Result reveals that “Trust’, "Commitment’, “Relationship
Strength” and “Service Quality” has significant positive relationship with customer
loyalty. Recommendations to retailers and suggestions for future study are
provided at the end of this paper. ,,

Keywords: Relationship Marketing, Customer Loyalty, Trust, Commitment,

Service Quality, Relationship Strength, Malaysia, Retailing Industry
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Chapter |

Introduction

1.0 Chapter Introduction .

In this chapter the author will present the general background of the retailing
industry worldwide and then zoom into the Malaysian environment. It will show
some statistics to explain the purpose of this study in relationship marketing in the
Malaysian retail industry. The chapter will also indicate the problem statement,
and develop the research objectives and research questions. Last but not least,
this section will set out the significance of the study, assumptions, limitations, and

the study’s scope and structure.
1.1 Background

1.1.1 An overview of the retail industry

Retailing is a commercial transaction in which a buyer intends to consume goods
or services through personal, family or household use. Retailers are business firms
engaged in offering goods and services directly to consumers. The goods or
sefvices involved in a retailing commercial transaction are food, beverage,
tobacco, health-related products, fast-moving consumer goods, fashion and
apparel. The retail sector comprises hypermarkets, supermarkets and convenience
stores (PwC, 2012).

According to a survey done by Economy Watch in 2007, from the world’s top ten
retail players in terms of total sales, six are from America. The combined sales of
the top ten market players cbmputed by Delloite was USD 978.5 billion. Major retail
giants include Target, Home Depot, Tesco and Wal-mart (Economy Watch, 2010).
From the World retail data and statistics, it shows that the estimated total sales
from store retailers worldwide stood at € 108,449.8 million in 2007 (World Retail

INTI International University (2012)
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Data and Statistics, 2008/2009). Undoubtedly, the retail sector is vital to the world
economy, as it provides large scale employment fo skilled and unskilled labour,

minors and casual and part-time workers. S .

Malaysia’'s retail environment has experienced a marked and continuous change
over the past few years. As such, to be able to achieve the dream of 2020, the
Malaysian govemment has - identified 12 sectors for the ETP (Economic
Transformation Programme) as these sectors could generate the highest possible
income for the country over the next few years approaches 2020. These sectors
are called NKEAs (National Key Economic Areas) and one of the sectors is the

Wholesale and Retail sector.

The Wholesale and Retail Sector is the fourth biggest contributor to the nation’s
Gross National Income (GNI) among all 12 NKEAs. The sector contributed about
RM57 billion to GNI in 2009 and RM83 billion in 2010 (ETP annual report, 2011). A
research by Retail Group Malaysia (RGM) shows thati‘{MaIaysian retailers sold
RM83.2 billion worth of items ranging from clothing fo jewellery and food to
souvenirs in 2011 (the data did not take into account big ticket items like houses
and cars) (Business Times, 2012).

1.1.2 The future of Malaysia retailing industry

As mentioned above, Wholesale and Retail sector is the fourth biggest contributor
to nation’s Gross National Income (GNI) among all 12 NKEAs. Thus to achieve the
2020 GNI target, retail will be a key driver of domestic consumption, which will in

turn spur economic growth. -
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Critical targets for 2012
. SDGTUKAR. shops
« 50 ATOM Workshops
s End-to-end nationwide virtual mail
« 135 percent tncrease in CIF compared to 2010 baseline
+ Comnpletion of 20 PAKAR sites

Figure 1.1 - The summary of Wholesale and Retail NKEA for year 2020. Source:
ETP Annual report 2011

The ETP has set the target for the Wholesale and Retail sector for year 2020. The
target will be to achieve the incremental GNI impact of RM38.2 billion and provide
additional 364,686 job opportunities to the nation (Please refer to Figure 1.1). To
be able to achieve these goals, ETP has come out with 13 EPPs (Entry Point
Projects). These 13 EPPs have been grouped along the themes of ‘Modemise,
Globalise and Revolutionise’. (ETP Annual report, 2011)

The EPPs within the ‘Modernise’ theme addresses the process and system gaps in
the traditional retail outlets. The aim is to modernize this sector with the expansion
of modern format stores, improve the skills of small retailers in information

technology, customer services, and stock management etc (ETP Annual report,
2011).

To ‘Globalise’ is to further develop the retail sector for Malaysia through the export
of Malaysian skills and products. Malaysian mall operators are amongst the best in
the region and the Malaysian government is now taking these capabilities across to
other countries like Vietnam, China, India, Sri Lanka and Indonesia. The Malaysian
government will also seek to offer global exposure to small and medium

enterprises via virtual malls and this has begun in year 2011 (ETP Annual report,
2011).

INT! International University (2012)
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To ‘Revolutionise’ the Wholesale and Retail sector, ETP is looking to deploy
conbepts and skills that have been fully harnessed by the industries in Malaysia.
This includes the successful removal of import duties=-o_n*all finished goods making
shopping more meaningful for both locals -and tourists. The inaugural Unified
Malaysia Sales in 2011 brought tbgether various sectors of the retail sphere and
service-oriented sectors and will continue tQ' be an annual affair (ETP Annual
report, 2011). i

- Withiri 36months " Within 18 months -

IMPACTTO RAKYAT

Md éaseonm.;ig.ﬁg.;mﬁaa' - g
Lagend .Modernlse 'Globalise . Revolutional:se '

Figure 1.2 - The summary of EPPS Source: ETP annual report, 2011

Figure 1.2 shows the grouping of the 13 EPPS and is prioritised in terms of its
- impact to nation and ease of implementation.

1

1.1.3 Relationship Marketing in the Malaysian Retailing industry

The rapid expansion of the Malaysian economy over the last ten years (despite the
economic crisis of 1997/1998), combined with social influences and external
economic factors, has created a retail boom in the couniry. This has directly
encouraged the entry of new players and aggressive approaches by existing

retailers such as competitive price wars and the introduction of new retail formats

INTI International University (2012)
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(Ahmad et al, 2008; Ahmed et al, 2007). The Malaysian government is
continuously attracting large foreign retailers, such as superstore operators and
department stores to set up their operations as part of an effort tb lift the tourism
industry and also to promote Malaysia especially Kula Lumpur as a shopping

paradise.

From the ETP Annual Report released in 2011, the growth of the large format retail
sub-sector is today evidenced by the presence of 121 hypermarkets, 113
superstores and 133 department stores run by local and foreign players. The
: owth and development of retailers in Malaysia has contributed to high
mpetition among retailers, which has led to the growth of relationship marketing
as a structured marketing effort used to maintain customers. Moreover, the
. 1997/1998 financial crisis has made Malaysians to ‘become more cautious
‘shoppers who are concerned about value for money and i-qvho are more focused on
buying what is needed. Thus, in able to achieve a higher brofit margin relationship,

arketing is seen as a new strategy for the retailer.

further discussion on the impact of relationship marketing will be in the literature
view chapter. '

1.4 Customer Loyalty in the Malaysian Retailing industry

[

Retail giant ~Tesco's General manager Michael Hawkins said that the average
shopper spends about RM80 on a wide range of products on every visit. For
Tesco, the loyalty customers constitute about 6% of the local customer base and
represents nearly 30% to 35% of its total sales combined (The Star, 2011).
Hawkins also commented that through relationship marketing, Tesco is able to
locate the demographics of their customers and then provide them with offers and
relevant marketing tips they would be interested in, instead of an impersonal sales

- approach. Besides that, Hawkins also mentioned that having one loyal customer is

INTI International University (2012)




