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ABSTRACT

Communication and personalization are two very important factors in services. One of the advantages of
services over products is that organization work closer to customers and services are developed and delivered
at the same time. Communication helps in understanding the customers and after understanding the
requirements of the customers service providers can provide personalized services to each customer and can
differentiate their services from other competitors. This research paper was carried out to find the relationship
between Communication and personalization with loyalty having trust as the mediating variable. The results
indicated communication and personalization affect loyalty with trust as mediating variable whereas they do not
affect loyalty individually.
Keywords: Communication, Personalization, Trust, Loyalty
INTRODUCTION
Personalization
Due to stiff competition among products and services, companies have been adopting differentiation strategies
to attract and retain customers (Ho 2006), (Tam and Ho 2006). A common differentiation strategy is to
personalizing products or services to better meet each customer’s needs (Tam and Ho 2006). The growth of
interest in one-to-one marketing over the past 10 years (Peppers and Rogers, 1993) has brought the topic of
personalization of products, services, and communications to an increasingly prominent position in marketing
theory and practice. Both academia and industry have shown keen interest in personalization (Fan and Poole
2006).
To utilize the concept of personalization in marketing it is necessary to define the concept of personalization.
“Personalization is the capability to customize communication based on knowledge preferences and behaviors
at the time of interaction” (Dyche, 2002). “Personalization is about building customer loyalty by building a
meaningful one-to-one relationship; by understanding the needs of each individual and helping satisfy a goal
that efficiently and knowledgeably addresses each individual’s need in a given context” (Riecken, 2000).
Over the past several years, there has been much work done in personalization focusing on the development of
new technologies, understanding personalization from the business point of view, and developing novel
personalization applications. Several attempts have been made to define personalization by the industry
practitioners and the academic researchers. Some of the representative definitions include: “Personalization is
the ability to provide content and services that are tailored to individuals based on knowledge about their
preferences and behavior” (Hagen, 1999). “Personalization is the combined use of technology and customer
information to tailor electronic commerce interactions between a business and each individual customer”
(Personalization Consortium, 2001). Using information either previously obtained or provided in real-time about
the customer and other customers, the exchange between the parties is altered to fit that customer's stated
needs so that the transaction requires less time and delivers a product best suited to that customer” (Weinberg,
Madonia and Cavalieri, 2003) .
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Personalization is all about using specific information about a customer to tailor the marketing message
uniquely to that individual (Manting, 2010). Gilmore and Pine, (2000) defined personalization as a notion of
entirely individualized services, as well as mass customized services. According to (Peppers and Rogers 1997)
the process of using a customer’s information to deliver a targeted solution to that customer is known as
personalization. Till date lot of research is done on the concept of personalization, but absolute consensus
about what the term actually means is still not achieved (Sunikka and Bragge 2008). Fan and Poole (2006),
explained personalization as a process that changes the functionality, interface, information access, content,
and distinctiveness of a system in order to increase its personal relevance to an individual or a category of
individuals.
Nunes, Kambil (2001), explained that personalization is utilizing the information about a customer, which
enables the firm to correctly match a service or product with the customer’s desires and tastes. In other words
personalization is an offer by a business of services that are adapted to the customer’s needs (Imhoff et al.,
2001; Coner, 2003). Mittal and Lassar (1996) explained that personalization is positively associated with
customer service evaluation and patronage decisions, especially in exchange situations that entail “people
processing service” relative to “possession processing service.” While offering options may positively influence
satisfaction with the service offering and trust of the bank, small talk may decrease perceived employee
performance and trustworthiness of the bank (Surprenant and Solomon, 1987). Gwinner et al., 2005; Mittal and
Lassar, 1996 also stated that service firms routinely practice personalization during face-to- face service
encounters. Ansari and Mela, 2003; Winer, 2001) added that service firms increasingly use information
technology applications to personalize products and services to develop longer term, more personal
relationships with their valuable customers.
According to Dwayne Ball, Pedro S. Coelho, Manuel J. Vilares, 2006 personalization of service largely requires
three things:
1.
2.
3.

Service provider’s willingness and capacity to adjust his or her offerings to the individual customer
Different desires of the customers
Communication (about personalization parameters) between the customer and the service provider

Little is known about how best to design personalization with its various dimensions (Kwisoek Kwon, Cookhwan
Kim, 2012). Personalization may be an easy concept to understand but very difficult to implement. (Albert et al.
2004) explained that immediate objectives of personalization are to understand and deliver highly focused,
relevant offerings matched to users’ needs and contexts. But then (Ho 2006), emphasized on the fact that the
long-term objective of personalization is to generate more business opportunities.
The information collected from customers need to be used very effectively and efficient at various levels to
personalize a service. The first level is to identify the customer by name and address (snail or e-mail). It takes
advantage of the easiest data to collect, costs little to use and can be employed in an endless variety of
messages. For e.g. rather than using “dear customer”, firms can address the customer by name such as “Dear
Alex”. This communicates a sense of order and accuracy on the part of the firm, as well as suggesting a desire
to do further business with the individual. At level two, the focus is on content that is uniquely relevant to the
individual customer. Transaction histories enable firms to communicate specifically about past purchases. Based
on the customer information, organizations have the potential for engaging the customer. The third level
focuses on interaction. At this level, firms use the data about each customer to directly encourage a response—
by making special offers; delivering premiums; or inviting the customer to an event, such as a new product
launch or owner club. The marketing thrust at this level is action. Organizations aim to bring the customer back
to the retailer to buy or experience a new product, generate a new order or build brand enthusiasm through
participation in events. These levels of personalization are equally important in case of products. Since
competing products are often very similar to each other, service personalization and support is what makes the
difference. Service personalization endows the customer a feeling of being special and the company the
possibility to target directly.
The definitions given by various researchers cover various dimensions of personalization, and several important
features of personalization emerge from them. (Instone 2000, Wu et al. 2003, Fan and Poole 2006, Sunikka
and Bragge 2008) provided framework for personalization by suggesting dimensions of personalization. The
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first dimension is information. Four aspects of information systems that can be personalized are the information
itself (content), how the information is presented (user interface), the media through which information is
delivered (channel and information access), and what users can do with the system (functionality). Second, the
target of personalization (‘‘to whom to personalize’’) For example, if a company or system does not have
sufficient information about a customer’s preferences, or if a customer does not have stable preferences, the
company should decide whether it provides a personalized product or service to that customer at that moment.
Moreover, the option of individual or group corresponds to one-to-one personalization or one-to-one
personalization that represents the level of personalization. Third dimension includes information about
customers’ preference such as ratings.
In the case of the banking industry, the challenge facing individual institutions is to establish a competitive
position that is sustainable over the long term, especially for weakly differentiated products such as current
(checking) accounts. In this case customers don’t get satisfied just by paying the lowest possible fees and
commissions, but they also expect to enjoy a range of other advantages such as high-quality service, special
benefits and prompt resolution of complaints.
Banking organizations should not only emphasize on providing personalized services for while promoting their
services but also use personalization techniques while handling the customer complaints. The main sources of
complaints regarding banking products and services include poor service, transaction errors, erroneous charges
and failure to carry out necessary actions (SBIF, 2009). Proper handling of complaints and grievances
influences customers’ decisions on whether to continue with a given bank product or not.
Loyalty
In the early days the focus of loyalty was on brand loyalty with respect to tangible goods, (Cunningham, 1956);
(Day, 1969); (Kostecki, 1994); (Tucker, 1964; (Caruana, 2002). Kerr (1999); Patterson and Smith (2003);
Eshghi, Haughton, and Topi (2007); Heskett and Sasser (2010) studied customer loyalty in context of service
marketing. The subject has gained attention of service companies because of its importance to the successful
running of any business. Thus, many researchers have studied customer loyalty of service organizations,
(Oliver, 1997); (Caruana, 2002).
Loyalty is defined in different ways. Oliver (1999) defined loyalty as a “deep commitment and for a customer to
become and remain loyal, he or she must believe that the organization he has opted for will continue to offer
the best choice alternative”. Kotler and Keller, 2006) explained that the delivery of high customer value or
exceeding expectations of customers, by what is important to customer, is the key to success. (Gould, 1995)
supported it and added that the organization should exceed the expectations of the customers’ especially on
value, service and dealing with complaints because “a loyal customer serves as testimonial, distributes positive
word-of-mouth, and loves to use the company’s services”.
Customer loyalty is increasingly being recognized by businesses as a path to enhanced profitability in a long
term. This increasing concern has mainly been due to intense competition, particularly in service industries, and
the current consideration on the relationship between consumers and organizations, which is the core of the
relational marketing approach (Olsen and Johnson, 2003). (Oliver, 1997) have also identified that customer
loyalty is an important key to organizational success and profit. (Barsky, 1994; Reichheld and Sasser, 1990)
added to it and stated that the cost of attracting a new customer is five times more than the cost of retaining
an existing customer.
To survive in the era of stiff competition, it is very important companies to have loyal customers. Webster
(1994) reported that “customers have become the most important strategic resources to stand against
competition”. Berry and Parasuraman (1991) indicated that “it will be higher cost of five to seven times for
attracting a new customer than keep an existing one”. Thus, deep understanding of the term loyalty and its
dimensions is required. (Zeithaml, 1981) identified two dimensions of loyalty. One is the willingness to
recommend and second is the willingness to pay more. Although companies are realizing the value of keeping
customers loyal, but more important is to know how to do it. These days, special customer service and loyalty
programs are offered by most of the banks in an attempt to create a feeling of connection and commitment to
the institution and thus, increase customer satisfaction and loyalty. Loyalty is the key construct in banking
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industry. To better focus their efforts at securing customer loyalty, banks must understand what factors effects
this construct and their order of importance. Most large companies are interested in obtaining information on
the levels of satisfaction and loyalty of their customers. The willingness of clients to continue patronizing a
particular business depends on whether it offers and delivers what they want and need. As customer loyalty is
a response to a company’s actions (Lawfer, 2004) thus, banks should strive to obtain all kinds of information
that can be used to personalize services, such as calling patterns of individual users and data consumption. The
information so collected can be used to personalize the service for customers’, in turn building a base of loyal
customers. This opens the door to offering a customized experience based on prior interactions thereby
strengthening the relationship between service provider and customer and, at the same time, generating
revenue through personalized loyalty and incentive programs. This way banks can strengthen their relationship
with their customers’ by proactively engaging customers and anticipating their needs in advance. Thus,
appropriate services not only help companies to sustain customers’ loyalty but also, more importantly, to
improve the firm’s image in the marketplace.
Oliver (1999) “loyalty is a deeply held commitment to rebuy or repatronize a preferred product/service
consistently in the future, thereby causing repetitive same-brand or same brand-set purchasing, despite
situational influences and marketing efforts having the potential to cause switching behavior”. Torres et al.,
(2009) explained that true loyalty may generate word-of-mouth communication which can attract new patients
and produce potentially positive cognitive and affective attitudes toward the medical service provider. Torres et
al. (2009) explained that “the presence and enhancement of these factors would not only generate but also
maintain the process of forming patient loyalty”. Reichheld (1996) confirmed that, “the links between customer
satisfaction, loyalty and profitability have been well established”. “High levels of satisfaction with a service
relationship will override service failures, suppress shopping for another service provider, and maintain high
compliance” (Forrester and Maute, 2001). Reichheld (1996) claimed that “only a 5% improvement in customer
retention can lead to an increase in profitability between 25% and 85%, depending upon industry sector”.
Trust
Webster’s (1991), defined trust as the assured reliance on the character, ability, strength, or truth of someone
or something. Trust, trustworthy, credibility, distrust and suspicion were the words that described the
relationship between the service provider and the consumer. Ennew and Sekhon (2007; Huges et al. (2007);
Heffernan et al. (2008) studied trust in the context of different service industries including banking sector.
(Morgan and Hunt, 1994) stated that trust is one of the most important components in a relationship. As
generally customers are not financial experts thus financial services consumers often feels uncertain about the
choices regarding financial affairs. Trust upon financial advisor is an efficient way of reducing the uncertainty.
Ennew and Sekhon 2007 defined trust as “Individual's willingness to accept vulnerability on the grounds of
positive expectations about the intentions or behavior of another in a situation characterized by
interdependence and risk”. They concluded that levels of trust between the service provider and the consumer
are associated with a greater number of products held, female respondents and, to a degree, with age. Komiak
and Benbasat (2004), categorized the definitions of trust in three groups; i) conceptual types (trust as belief or
attitude) ii) the direct objects of trust (customer trust in salesperson, company or product) and iii) trust in some
specific characteristics of a trustee (competence, integrity and benevolence). (Morgan and Hunt, 1994) defined
trust as a “customer’s confidence in the service firm’s reliability and integrity”. Crosby et al. 1990; Mayer et al.
1995 identified that the most usual characteristics of trustee are competence, integrity and benevolence. In
case of banking industry these can be defined as:
i) Trust in competence: trust in trustee’s technical capabilities, skills and know-how.
ii) Trust in integrity: Trustor’s perception that the trustee adheres to a set of principles that the trustor finds
acceptable.
iii) Trust in benevolence: the degree to which a trustee is believed to want to do good to the trustor in a dyadic
relationship, aside from an egocentric profit motive (Komiak and Benbasat 2004).
Hoffman et al. (2006) suggests that the psychological aspects of trust should be linked with the engineering
trust issues (security, usability, reliability, availability, safety, and privacy). In the context of trust, two
components including performance or creditability trust and benevolence trust can be considered (Ball et al.
2006). Trust as a critical variable in the relationship between vendor and customer plays a vital role. (Moorman
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et al., 1993; Morgan and Hunt, 1994; Lim, Razzaque and Abdur 1997; Garbarino and Johnson 1999; Chaudhuri
and Holbrook 2001) studied the effect of trust as a central variable in relationships. Chaudhuri and Holbrook,
(2001) elaborated that customers who are not willing to trust a vendor in competitive marketplace are unlikely
to be loyal. Trust can be thought of as having two components, performance or credibility trust and
benevolence trust (Ganesan 1994), Here performance trust refers to “a customer’s confidence in the firm’s
expertise to provide effective and reliable services” while benevolence trust refers to “a customer’s belief in the
firm’s intentions and motives to place customer interest ahead of company interest”, (Ball et al., 2004;
Ganesan, 1994; Sirdeshmukh et al., 2002). Singh and Sirdeshmurk (2000) and Singh et al. (2002) explained
that benevolence trust (the belief that the service provider is acting the best interests of the customer and will
not take advantage of the relationship), at least in consumer markets, may be critical as well. (Ganesan, 1994)
further elaborated it and stated that credibility trust (belief that the provider will deliver on promises) is critical
in both consumer market and business-to-business contexts.
LITERATURE REVIEW
Moorman et al. (1992) declared that customer loyalty is “an intention to keep a valued relationship”. Customer
loyalty can be illustrated as the customer’s “commitment to a company, or the customer’s desire to keep an
enduring relationship with the vendor” (Zhang and Prybutok, 2005). It is also defined as a “highly deep
commitment to keep on purchasing a product or service in the future regardless of the fact that there are
situational factors and marketing efforts which have potential to create switching behavior” (Yim et al., 2008).
The value of customer loyalty is that it undoubtedly impacts the company's continual existence and future
progresses (Fornell, 1992). According to Grönroos (1995), the most important goal of customer relationship
marketing is to obtain and keep customers. Based on previous studies, all marketing activities intend to create
customer loyalty. Manager and marketers should highly pay attention to customer loyalty as an important factor
that has to be developed if they want to maintain their company and develop its profitability. (Anahita
Bagherzad Halimi, Alireza Chavosh, Sahar Hosseinikhah Choshali, 2011).
Since customer loyalty is one of the main important elements which enhance companies’ profit, it is very
important to investigate factors which create customer loyalty. Nowadays, companies try to increase their loyal
customers by taking advantage of some relationship marketing tactics. Personalization is a key tactic for
implementing one-to-one marketing strategies that strengthen customer loyalty and often provide a high return
on a firms marketing investment. In the case of personalization, a study of the Portuguese banking industry
(Ball et al., 2006) postulated and proved that personalization impacts positively on both satisfaction and loyalty.
Consumer Personalized services help providers differentiate their offerings and transform the subscriber
experience in innovative ways that open up new revenue streams. They are quickly becoming a competitive
necessity (, 2010). However, measurement and estimation of the effects of personalization on other critical
theory constructs has been lacking (Day and Montgomery 1999).
Banking services that match with customer’s needs are usually more satisfactory than unmatched ones. On the
other hands, personalized services encourage the customers’ to believe that the firm is interested in fulfilling
their needs. Personalization seems to be difficult to apply and execute, because personalization means
something different in different businesses. Peppers and Rogers (1997) defined personalization as the process
of using a customers’ information to deliver the required services to the customer. Vazquez-Carrasco and Foxall
(2006) studied the relationship between aspects of consumers’ personalities and their perception of relational
benefits, satisfaction with and active or passive loyalty of 800 Spanish consumers and they found out that the
perception of relational benefits improve customers’ satisfaction and passive loyalty. Ball et al. (2006) analyzed
the influence of service personalization on loyalty and measured some of the psychological dynamics of the
process. They proved that service personalization indirectly influences loyalty. The intermediate variable in this
relation were service satisfaction and trust. Ball et al. (2006) also investigated the effect of service
personalization on loyalty. They concluded that customers who feel they are treated as individuals are more
satisfied with their experience and more inclined to remain loyal. Loyal customers buy more, purchase more
often, cost less to serve, and have higher retention rates.
When companies and customers interact directly with each other and develop a relationship, personalization is
the key due to one-to-one relationships. This tactic can cause the customers’ more continued relationship with
the company. Personalization is the procedure of collecting customers’ information which helps the firm to
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create products and services that perfectly provide the customer’s desires and needs (Nunes and Kambil,
2001). Personalization is a tactic that can maintain a long-term relationship between the company and its
customers. This is a personal relationship which a company makes with its customers in order to create more
loyalty.
One of the important factors that help the companies to successfully survive in this challenging market today is
to maintain enduring relationships with stakeholders. Reichheld and Sasser, 1990, studied a variety of service
provider businesses and evaluated the profit per customer by the amount of years a customer had stayed with
the company. Consequently, they realized that customers turn out to be more profitable as they stay any
longer with a company in all these industries. So, companies have to plan their marketing strategies in order to
provide more value for the customer in a way that enables them to retain the customers and increase their
loyalty (Kim, Park and Jeong, 2004). It also should be considered that loyal customers may not be satisfied all
the time; however, satisfied customers may become more loyal (Fonell, 1992). In order to create successful
and valuable customer relationships according to prior studies, it should be considered that a customercentered approach is mostly required rather than a product-centered approach; therefore, the importance of
customers’ personal information is undeniable. Companies focus on customers, continuously communicate with
them and take advantage of their personal information in order to perform personalization. Consequently, they
create more satisfaction in customers and built more customer loyalty.
Appropriate communication from service provider can be helpful, positive, useful and pleasant. Therefore, good
communication not only may create customer satisfaction, but also can make a positive influence on provider.
The definition of communication also deals with communication from service provider to the customer. This
relationship is not mutual (Ball et al. 2004).
Communication, properly-done, causes trust, as might be obvious from observation of human relationships, and
as also proposed by Morgan and Hunt (1994) in business relationships. Communication can be personalized
letters, direct mail, website interactions, other machine-mediated interactions, and e-mail, or in-person
communication with service personnel before, during, and after service transactions. Positive communication
from the service provider is helpful, positive, timely, useful, easy, and pleasant; it leaves the customer feeling
not only satisfied with the service, but with a positive affect towards the provider. The effect of good
communication in a B2C relationship is to increase overall service satisfaction, the customer’s trust of the
service provider, and loyalty (Ball et al., 2004).
According to Morgan and Hunt (1994), successful relationship communication can be taken into account as a
prominent dimension. By means of experimental observations, many authors argued that communication must
be employed as an effective means in order to enhance partner’s trust to each other (Anderson and Narus,
1990; Anderson and Weitz, 1992; Morgan and Hunt, 1994). Such a means can help partners to construct a
system by which resolving disagreement would be possible. (Ganesan, 1994) explained that slow complaint
handling may be seen by customers as incompetence and will have a negative effect on credibility and thus on
trust therefore in order to maintain customer trust, it is essential that banks have an efficient and effective
communication system. According to Rule and Keown (1998), in establishment of any strong alliance,
communication is considered as an important characteristic which is also believed to be a core competency.
Communication is also important in building personnel’s understanding of the firms objectives and creating
thorough insights about organizational responsibilities and tasks to attain those objectives. Mohr et al. (1996)
described elements such as communication bi-directionality, formality, influence activities and frequency as four
characteristics of relationship building communication (Halimi, Chavosh, Hosseinikhah Choshali, 2011).
When a company communicates well with the customer, the customer’s sense that he or she is being
personally addressed and cared for should rise. (Peppers and Rogers 1993; Rust et al. 2000) studied the effect
of personalization on satisfaction and loyalty and concluded that personalization has largely affected satisfaction
and loyalty. Relationship marketing develops marketing productivity and generates mutual values for both
customer and company through growing marketing effectiveness. Ultimately, personalization and
communication increases the customer’s loyalty by enhancing customer’s relationship satisfaction (Halimi,
Chavosh, Hosseinikhah Choshali, 2011
MODEL
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The independent variables selected for this research was; communication and personalization. The mediating
variable considered in this study was trust and the dependent variables analyzed in this research were purchase
intention (Figure 1).

Communicatio
n
Trust

Loyalty

Personalization
Figure 1: Self reported Model
RESEARCH METHODOLOGY
The study was causal in nature with survey method being used as for data collection. The population included
respondents from Gwalior region and individual respondents were taken as the sampling element. The sample
was identified using non probability quota sampling technique and data was collected from 100 respondents.
Data was collected through self designed questionnaire on a Likert type scale of 1 to 7 where 1 indicated
minimum agreement and 7 indicated maximum agreement. Cronbach’s Alpha Reliability test on PASW 18 was
used to check the reliability of the questionnaire, principal component factor analysis with varimax rotation was
used to identify underlying factors of the questionnaire and also to identify sample adequacy and sphericity in
the data. MANOVA was applied to identify difference between the demographic variable banks on all continuous
variables of the study. Structural equation modeling was used to test the model.
RESULTS
Reliability
Reliability of all the measures of the research paper was calculated using PASW 18 the results are as follows:
S No
1
2
3
4

Variable Name
Communication
Personalization
Trust
Loyalty

Cronbach’s Alpha
.889
.825
.839
.878

N of Items
4
2
3
7

If the computed reliability of a measure is greater than 0.7 the measure is considered reliable. The
communication, personalization, trust and loyalty reliability as indicated by Cronbach’s alpha coefficient in the
table above is 0.889, 0.825, 0.839 and 0.878 hence the measures used for collecting data on communication,
personalization, trust and loyalty were highly reliable. The reliability when item deleted table (Annexure)
indicated that the reliability cannot be improved by deleting any statements from the questionnaire as highest
reliability after deleting any item is equal to the current value of Cronbach’s Alpha.
Kaiser Meyer Olkin Measure of Sampling Adequacy and Bartlett’s Test of Sphericity: KMO and
Bartlett’s test of sphericity was calculated using PASW 18 to identify sampling adequacy as well as sphericity in
the data collected on all the measures
S No
1

Variable Name
Communication

KMO
.826

Bartlett Test of Sphericity
221.897

7

Sig
.000
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2
3
4

Personalization
Trust
Loyalty

.500
.708
.832

66.333
127.504
349.628

.000
.000
.000

Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy: The Kaiser-Meyer-Olkin (KMO) measure of
sampling adequacy is an index used to examine the appropriateness of factor analysis. High values (between
0.5 and 1.0) indicate factor analysis is appropriate. Values below 0.5 imply that data used for factor analysis
may not be appropriate. The Kaiser - Meyer - Olkin Measure of Sampling Adequacy value for the
communication, personalization, trust and loyalty measures were 0.826, 0.500, 0.708 and 0.832 indicating that
the sample size was adequate to consider the data suitable for factor analysis.
Bartlett's test of Sphericity: Bartlett's test of sphericity is a test statistic used to examine the hypothesis
that the variables are uncorrelated in the population. In other words, the item to item correlation matrix is an
identity matrix; each variable correlates perfectly with itself ( r = 1) but has no correlation with the other
variables (r = 0). The Bartlett’s Test of Sphericity was tested through Chi-Square value having a value of
221.897, 66.333, 127.504 and 349.628, which were significant at 0% level of significance. Therefore, the above
hypothesis is rejected, indicating that the item to item correction matrix is not an identity matrix and hence the
data for communication, personalization, trust and loyalty was suitable for factor analysis.
Factor Analysis: Principle component factor analysis with varimax rotation was applied to find out the
underlying factors of the questionnaires and all the questions for all the measure converged on one factor only
therefore the measures on all the variable of the study that is communication, personalization, trust and loyalty
can be used as it is for future researches.
Multivariate Analysis of Variance (MANOVA)
Multivariate analysis of variance was calculated using PASW 18 taking two different banks that is Punjab
National Bank and State Bank of India as differentiating variable and all the continuous variable of the study
that is communication, personalization, trust and loyalty as dependent variable:
Levene's Test of Equality of Error Variances
Levene’s Test of Equality of Error Variances
F
df1
df2
Communication
.340
1
98
Personalization
5.613
1
98
Trust
1.459
1
98
Loyalty
.114
1
98
Tests the null hypothesis that the error variance of the dependent variable is equal across groups.
a. Design: Intercept + Bank

Sig.
.561
.020
.230
.736

Levene’s test was applied to evaluate the homogeneity of variance between different groups formed on the
basis of bank as category variable. The value of F for Communication, Trust and Loyalty is 0.340, 1.459 and
.114 significant at 0.561, 0.230 and 0.736 indicating that the difference between the variances of the groups
formed on the basis of bank are not significant. Thus the groups formed on the basis of bank are homogeneous
for communication, trust and loyalty variable. Personalization on the other hand have F value, 5.613 significant
at 0.020 indicating that the groups formed on the basis of bank for personalization is not homogeneous.
Tests of Between-Subjects Effects
Tests of Between-Subjects Effects
Source
Dependent Variable
Corrected Model Communication
Personalization
Trust
Loyalty
Intercept
Communication
Personalization

Type III Sum of df
Squares
812.250a
1
342.250b
1
2704.000c
1
702.250d
1
50580.010
1
26797.690
1

8

Mean Square

F

Sig.

812.250
342.250
2704.000
702.250
50580.010
26797.690

50.103
37.641
68.990
17.492
3.120E3
2.947E3

.000
.000
.000
.000
.000
.000
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Trust
Loyalty
Bank
Communication
Personalization
Trust
Loyalty
Error
Communication
Personalization
Trust
Loyalty
Total
Communication
Personalization
Trust
Loyalty
Corrected Total Communication
Personalization
Trust
Loyalty
a. R Squared = .338 (Adjusted R Squared = .332)
b. R Squared = .278 (Adjusted R Squared = .270)
c. R Squared = .413 (Adjusted R Squared = .407)
d. R Squared = .151 (Adjusted R Squared = .143)

162892.960
167690.250
812.250
342.250
2704.000
702.250
1588.740
891.060
3841.040
3934.500
52981.000
28031.000
169438.000
172327.000
2400.990
1233.310
6545.040
4636.750

1
1
1
1
1
1
98
98
98
98
100
100
100
100
99
99
99
99

162892.960
167690.250
812.250
342.250
2704.000
702.250
16.212
9.092
39.194
40.148

4.156E3
4.177E3
50.103
37.641
68.990
17.492

.000
.000
.000
.000
.000
.000

Model having bank as independent differentiating variable and communication, personalization, trust and
loyalty as dependent variable was having a good fit as indicated by F value of the corrected model that is
50.103, 37.641, 68.990 and 17.492 significant at 0.000 level of significance.
Significant differences were found in the communication, personalization, trust and loyalty of both the banks
that is Punjab National Bank and State Bank of India tested through F Test values 50.103, 37.641, 68.990 and
17.492 significant at 0.000 level of significance
Descriptive Statistics
Descriptive Statistics
Communication

Personalization

Trust

Loyalty

Bank
1
2
Total
1
2
Total
1
2
Total
1
2
Total

Mean
19.6400
25.3400
22.4900
14.5200
18.2200
16.3700
35.1600
45.5600
40.3600
38.3000
43.6000
40.9500

Std. Deviation
4.30358
3.72860
4.92468
3.37603
2.60525
3.52954
7.01706
5.39902
8.13090
6.48153
6.18755
6.84367

N
50
50
100
50
50
100
50
50
100
50
50
100

The descriptive table indicated that State Bank of India was rated higher then Punjab National Bank on all the
variables of the study that is communication, personalization, trust and loyalty by the respondents. The results
of measurement model for the SEM are summarized below:
CMIN
Model
Default model
Saturated model
Independence model

NPAR
33
91
13

CMIN
89.496
.000
927.458

9

DF
58
0
78

P
.005

CMIN/DF
1.543

.000

11.890

Effect Of Communication And Personalization On Loyalty With Mediating Variable Trust
Chi Square was found to be 89.496 with a p-value of 0.005 indicating that the Chi square value was significant
indicating over all good fit of the model to data. The finding is also supported by a smaller than 5 value of
CMIN/DF (1.543).
RMR, GFI
Model
Default model

RMR
.086

GFI
.883

AGFI
.817

PGFI
.563

The other goodness of fit statistics also supports the overall goodness of fit. As can be seen from the table
above the value of GFI is 0.883 and AGFI is 0.817 very close to desired value of 0.9 for good fit. Similarly, the
value of RMR, which needs to be lowest for the best model, is 0.086, and was lowest for all the variant of the
model.
Baseline Comparisons
Model
Default model

NFI Delta1
.904

RFI rho1
.870

IFI Delta2
.964

TLI rho2
.950

CFI
.963

The next set of goodness of fit statistics relate to improvement and as can be seen from the table above all the
five statistics NFI, RFI, IFI, TLI and CFI are above 0.9 accept RFI which is very close to 0.9 indicating good fit
of the model.
RMSEA
Model
Default model

RMSEA
.074

LO 90
.041

HI 90
.103

PCLOSE
.102

The badness of fit index RMSEA need to be smaller than 0.08 for the model that fits the data adequately. As
can be seen from the table above the value of RMSEA is 0.074 indicating good fit of model to the data.
HOELTER
Model
Default model

HOELTER .05
85

HOELTER .01
96

Hoelter test indicates the maximum sample size for the model for which the model would remain good fit. As it
can be seen at 5% level of significance the sample size limit it 85 and at 1% level of significance it is 96. The
sample size for the current study is 100.
Regression Weights: (Group number 1 - Default model)
Personalization
Trust
Trust
Loyalty
Loyalty
Loyalty

<--<--<--<--<--<---

Communication
Communication
Personalization
Personalization
Trust
Communication

Estimate
.610
.419
.593
.506
.741
-.194

S.E.
.095
.302
.470
.451
.211
.252

C.R.
6.441
1.388
1.261
1.123
3.512
-.768

P
***
.165
.207
.261
***
.443

Label
par_13
par_11
par_12
par_7
par_8
par_9

The regression value between communication as independent variable and personalization as dependent
variable is .610 with a p-value that is significant at 1% level of significance. Thus there is a significant positive
cause and effect relationship between communication and personalization. That means higher the
communication higher the personalization and an increase of communication by a factor of 1 will improve
personalization by a factor .610. Similarly trust as mediating variable between communication and
personalization as independent variable has significant positive cause and effect relationship with loyalty with r 2
value of .741 significant at 1% level of significance.
The results indicate positive but insignificant cause and effect relationship between communication as
independent variable and trust as dependent variable with r2 value of .419 significant at 0.165 level of
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significance, personalization as independent variable and trust as independent variable with r2 value of 0..593
significant at 0.207 level of significance as well as personalization as independent variable and loyalty as
independent variable with r2 value of 0.506 significant at 0.261 level of significance. A negative insignificant
cause and effect relation was found between communication as independent variable and loyalty as dependent
variable with r2 value of -0.194 significant at 0.443 level of significance (see Figure 2).
Figure 2. SEM model showing relationship between variable

CONCLUSION
The main objective of the research was to identify the relationship between independent variables
communication and personalization with loyalty having trust as the mediating variable. The results indicated
significant relationship was found between communication and personalization. That means banks employees
can identify the personal needs of customers by communicating with them and can make changes in their
services to make the service more personalized.
Communication and personalization can build trust of the customers towards the bank but in this research the
relationship between communication and personalization as independent variables and trust as independent
variable was not found significant that means there may be other variables that increase trust towards banks
which can be studied in further studies.
A significant relationship was found between communication and personalization with loyalty having trust as the
mediating variable whereas when individual relationship between communication and loyalty as well as
personalization and loyalty was checked no significant relationship was found. That means communication and
personalization will build trust on the bank which will convert into loyalty of customers towards the bank.
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