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Abstract

This study aims to build and analyze research models that can be used to improve bank
marketing performance. The population is 165 people, while the sampling technique used is
purposive sampling and a sample of 135 respondents was obtained. This study uses four
variables, namely satisfaction, customer retention, internet banking service quality, and
marketing performance. Descriptive analysis was carried out using index numbers, completion
of inferential statistics was carried out with the help of Smart software PLS version 2.0. The
four hypotheses used in this study were all accepted. To improve marketing performance,
management must first be able to build good relationships with its customers. Relationships
must be long-term oriented and mutually beneficial.
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1. Introduction

Internet Banking is known as Online Banking or e-Banking, has provided the bank with the
advantage of surviving in the face of intense competition, saving time and money, improving
large-scale customization, marketing and communication activities, and for maintaining and
attracting customers. Lee (2001) indicated that Internet Banking makes it easy for customers
to access their bank accounts, lower service costs, and time savings. The existence of Internet
Banking also influences the face of Indonesian banking. Many factors cause customers to put
money in the bank. Starting from the closeness of location, satisfying service, level of security,
ease of transaction facilities up to several other factors.

Internet Banking is the fastest growing service offered by banks to attract new customers
(Moody, 2002). Although Internet Banking has grown rapidly, there is not enough evidence
that customers have received this service well. Robinson's (2000) study states that half the
customers who have tried online banking will not be active users. PT Bank Negara Indonesia
(Persero) Thk (BNI), is one of the largest banks in Indonesia and has many branches. BNI also
has five service offices abroad. To improve services to customers and to meet customer needs,
BNI comes with increasingly complete features. Starting from scheduled and recurring
transfers. Transaction mutations for the past 6 months, open accounts, personalize your
homepage, m-secure, access version mobile and various other services that can be accessed
whenever and wherever you are. In 2015-2017, the use of internet banking at BNI Branch
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Offices in Kudus averaged only 27.07% of all existing account holders, so the use of internet
banking by customers was still relatively low.

Research on the influence of internet banking has been carried out a lot, but research on the
role of customer retention still lacks the attention of researchers. The study conducted by Al
Hawari (2006) shows that customer retention can mediate the effect of bank automation
services on the financial performance of banks, however, a study conducted by Gangeswari et
al (2013) shows that customer retention directly influences company performance, besides
demographic factors. which consists of age and income can moderate the effect of customer
retention on company performance. Transactions that use internet banking do not affect the
company's performance (Sathye, 2005; Maholtra & Singh, 2009; Al Smadi and Al Wabel,
2011). Unlike the study conducted by Hernando and Nieto (2007); Onay et al. (2008) found
that banks applying internet banking had a positive effect on bank performance. Based on the
results of previous research, the research problem in this study is how the real role of customer
retention and the influence of the quality of internet banking services on the bank's marketing
performance While the purpose of this study is to build and test the model of the effect of
customer retention and the quality of internet banking services on marketing performance.

2. Literature Reviews

According to Ferdinand (2000) marketing performance is an effort to measure the level of
performance of the strategy produced with all expected performance on sales and finance. On
the contrary, Jiminez & Zarco (2006) stated that marketing performance needs to be seen from
market attractiveness, can be measured by market size, market growth, company market
position, potential sales volume, latent customer segments and the number of current
competitors. Research conducted by Menon et al (1997) shows that marketing performance as
an effort to measure the performance of the strategy produced by the expected level of
performance, sales growth, and profit rates. Based on the results of previous studies, each
researcher in measuring marketing performance has different indicators and there are several
of the same. Marketing performance can be measured by sales growth and profit rates (Menon,
1997). Wilkund (1999) uses an increase in product demand and increased sales. Other research
Ferdinand (2000) says marketing performance indicators are sales growth, sales growth, market
share (Ferdinand, 2000; Voss & Voss, 2000). Hsieh, Liu & Chua (2002) concluded that
establishing and maintaining relationships that bring sustainable satisfaction with services
offered to users can lead to better performance.

Effect of Quality Relations with Customer Retention

Johnson (1999) mentions that in building relationships with customers, companies need to
consider the quality of relationships with their buyers. This is a form of corporate responsibility
expression so that the relationship can last in the long term. Relationship quality is a tool to
maintain the company's competitive level and is useful for reducing transaction costs, which in
turn will benefit the company (Noordewir et al, 1990; Ganesan, 1997). Thurau and Kleen
(1997) state that the relationship between relationship quality and customer retention is
influenced by intra psychological, contextual, and situational factors. In service marketing,
future sales opportunities are very dependent on the quality of relationships (i.e., trust and
satisfaction), while the ability to change these opportunities into sales depends more on the
expertise of each salesperson (Crosby, Evans and Cowles, 1990). Maintaining existing
customers is one of the strategic strategies to gain business profits. To retain customers,
company leaders must focus on the quality role of their relationships with their customers.
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The level of customer trust is largely determined by the salesperson's experience, sales
orientation, and customer orientation. Conversely, the ethical behaviour of salespeople does
not influence customer trust. Therefore, financial institutions need to improve the quality of
links to develop and maintain long-term relationships (Bejou; Wray and Ingram, 1996). Al
Hawari (2009) in his research concluded that all conventional service quality factors carried
out by retail banking positively affected customer retention. Conversely, automatic service
quality generally does not have a significant positive effect on customer retention.

Ndubisi's (2007) study concluded that trust contributed more significantly (5= 0.476) to
variations in the quality of the overall relationship than the other two dimensions. It was also
concluded that trust is the most important predictor of relationship quality. Conflict handling
(#=0.259) ranks second in terms of contributions to variation in relationship quality, and the
commitment (5= 0.107). Research conducted by Siddiqui et al (2011) proves that there is an
influence of customer satisfaction and the quality of the relationship to customer retention.
Furthermore, customer satisfaction and relationship quality have an important role in the
banking industry, in their efforts to retain customers. Besides that, a study conducted by Tung
& Carlson (2013) on the quality of relationships and their effect on retail banking, from three
dimensions of relationship quality, namely: trust (f= 0.38), commitment (f= 0.40) and
satisfaction (= 0.33), indicating that the bottom dimension of satisfaction has the lowest
influence among the three existing dimensions. The results of research conducted by Nataraj
and Rajendran (2018) revealed that relationship quality has a significant positive impact on
customer retention. Furthermore, commitment (= 0.577) which is an antecedent of
relationship quality, shows a stronger impact than the other two antecedents; that is, satisfaction
(#= 0.259) and trust (5= 0.392). Therefore, the company must maintain existing customers,
which is one of the bank’'s main strategies to gain business profits. To maintain customers,
companies must focus on improving the quality of their relationships with bank customers.
Based on the description above, the variable quality of relationships in this study will be proxy
using the satisfaction dimension. So the hypothesis proposed in the study reads as follows;

H1: The higher the level of satisfaction, the higher the customer retention provided by banks.

Effect of Customer Retention on Marketing Performance

Customer retention related to changing the pattern of individual customer transactions, into a
long-term customer relationship (Schiffman and Wisenblit, 2015); Gengeswari (2013) states
that customer retention has four dimensions, namely word-of-mouth, price insensitivity, repeat
purchase and non-complaining behaviour. Syagirah et al (2014) stated that there are 3
dimensions of customer retention, namely: expectation to repurchase, recommend to others,
overall satisfaction. Referring to a study conducted by Kassim (2007), which was conducted
on retail banks in the United Arab Emirates, concluded that satisfaction is not the only
determinant of retention in retail banking. Appiah Adu (1999) states that customer retention
has a positive effect on marketing performance. The study conducted by Al Hawari (2006)
shows that customer retention is able to mediate the effect of bank automation services on
financial performance of banks, but the study conducted by Gengeswari et al (2013) shows that
customer retention directly has an influence on company performance, other than those
demographics consisting of age and income can moderate the effect of customer retention on
company performance. Therefore, the hypothesis proposed in this study is:

H2: The higher the quality of customer retention carried out by banks, the higher the marketing
performance.
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Effect of Customer Retention on the Quality of services Internet Banking

Zangmo et al (2015) state that customer retention is an effort made by the company, to increase
sales. These efforts are aimed at providing customer satisfaction by providing good quality
service. Therefore, customer retention needs to be done from the start the company makes
contact with customers until the company can establish business relations in the long run (Singh
and Khan, 2012). Customer retention is related to changing the pattern of individual customer
transactions, into long-term customer relationships (Schiffman and Wisenblit, 2015). Ennew
& Bink (1996) in the study stated that customer retention relationships have a significant effect
on service quality. A study conducted by Olannye et al (2017) shows that online banking
services, point of sales services and mobile banking are forms of customer retention Fast
service growth using Internet Banking is a service that is widely offered by banks, as an effort
to attract new customers (Moody, 2002). The results of research conducted by Hawari (2006)
showed a positive influence on the quality of Bank services carried out using automation
technology with customer retention rates provided by banks. Finally, a study conducted by
Sohail and Shaikh (2007) showed that service quality internet banking must meet three
requirements, namely: efficiency and safety, meeting needs and responsiveness. According to
Singh (2014) in his research, the banking sector has developed various channels for customers
for their banking needs such as ATMs, Internet Banking and telebanking. Internet Banking is
based on internet usage and is mainly used in urban areas.

The study conducted by Hammoud and Bizzri (2018) found a dimension of the quality of
internet banking services that is based on: showing that reliability, efficiency, and ease of use;
responsive and communication; and security and privacy all have a significant impact on
customer satisfaction, with reliability being the dimension with the strongest impact. E-
Banking has become one of the essential banking services that can, if implemented correctly,
increase customer satisfaction, and give banks a competitive advantage.

H3: The higher the quality of customer retention provided by banks, the higher the quality of
internet banking services.

Effect of Internet Banking Quality on Marketing Performance

A study conducted by Sathye (2005) on the effect of internet banking conducted by Credit
Union in Australia shows that internet banking has not been able to become a means to improve
credit performance and reduce or increase the risk of credit. The results of a study conducted
by Siddik et al (2016) in Bangladesh, show that using internet banking shows that during the
first two years there was a negative influence on Return on Equity, this happened, because it
was the initial stage of adjustment. Furthermore, starting in the third year, the use of internet
banking contributes positively to Return on Equity. Unlike the study conducted by Al Hiwari
(2005), the use of internet banking mediated by customer retention improved banking
performance, as well as direct use of internet banking which also affected the performance of
banks. Meanwhile, the study conducted by Mahmoodi and Asetmal (2014), proved that the
quality of internet banking services and customer satisfaction influenced bank performance.
Besides that, customer satisfaction also has the role of mediating between internet banking and
performance.

More recent study Given that banks in Kenya, Aduda (2012) show the integrity of Internet
Banking to improve marketing performance. In another study, it was shown that the quality of
online banking services effectively increased the satisfaction of existing customers and directly
increased the performance of marketing Internet Banking. The results of research conducted
by Smadi & Wabel (2011) on the influence of internet banking in Jordan indicate a negative
influence on banking performance, therefore it is recommended that the banks in conducting
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promotions to more actively emphasize trust and encourage customers to use internet banking
Gutu (2014), states that the internet revolution brings benefits to all people and customers.
Banks can reduce costs with labour and branches and automate their activities. Customers can
reduce the time spent on banking activities and maybe some money. So that the quality of
internet services has a significant impact on performance. From what has been described above,
the hypothesis proposed in this study reads as follows:

H4: The higher the quality of internet banking services, the higher the marketing performance.

To get an overview of research below is presented the following research model:

MarkPerf

Satisf

Figure 1. Research Model
Notes:
Satisf = Satisfaction, Cust Ret = Customer retention, QIntB = Quality of Internal Banking Service, Mark Perf =
Marketing Performance

3. Research Methods

The population of this study are all marketing personnel and front liners of Bank BNI Kudus
totalling 165 people. The sampling technique was carried out using purposive sampling, with
criteria: Bank BNI employees in Kudus branch, work experience at BNI was more than 1 (one
year), position at Bank BNI as a front liner, marketing and supervisor. Data is collected using
questionnaires equipped with closed and open questions. For closed questions carried out using
a Likert scale with 7 alternative answers. Descriptive statistics used frequency distribution
techniques and perception index numbers. The scale of the answers is 1-10, and the formula
index number calculation formula is:

Yi-1 (%F1xS1)
7

Al =

where Al = Index Number, % F1 = % frequency of respondents in choosing the scale of the
answer, and Sy = the scale of the second answer chosen by the respondent and i is the alternative
respondent's answer between 1 and 7.
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The measurement scale starts from 1 (strongly disagree) to 7 (strongly agree). Satisfaction
variable (a proxy for the quality of relationships) is measured using three indicators: wise
choice, overall satisfactory, correct decision; variable customer retention is measured using
three indicators: always saying positive things, always making first choice, always
recommending (Hawari, 2006 & 2009), internet banking quality measured by three indicators:
according to customer needs, user friendly, safe to use (Amin, 2005 and Hawari, 2006). and
marketing performance is also measured by using three indicators: market share increases,
profit level increases, performance trends increase (Wijetunge, 2016). According to Ferdinand
(2006), the ideal sample size for SEM is between 100-200 samples, so the minimum sample
size is 5-10 observations for each indicator. Thus if the indicator estimation is 12, then the
number of minimal samples is set at 120. This study uses a purposive sampling technique. The
questionnaires distributed to respondents amounted to 150 questionnaires, the response rate
was 90% or 135 respondents. The analysis was carried out using a structural equation model,
completion was carried out with the help of Smart PLS software version 2.0.

4. Results

Reliability, Validity and Structural Models

To measure the accuracy of measuring instruments, and to find out the ability to perform its
functions, in this study validity tests will be conducted. This validity test is done by looking at
the results of the outer loading that appears as follows:

Figure 2. Loading Factor Value

From the picture above, it can be seen that the loading factor values are all above 0.6, this
indicates that all indicators are valid. Besides being seen from the factor of loading convergent
validity, it can be seen also the value of Average Variance Extracted (AVE). The test results
appear as follows:

[@mom| 273

[JBE is licensed under a Creative Commons Attribution 4.0 International License



IJBE: Integrated Journal of Business and Economics

e-ISSN: 2043-3280

Table 1. AVE Values, Composite Reliability & Cronbach’s Alpha

Composite Cronbachs
AVE . RS
Reliability quare Alpha
CustRet 0,930575 0,97573 0,652973 0,962617
MarkPerf 0,960436 0,986455 0,944892 0,979402
QIntB 0,959176 0,986011 0,870137 0,978711
Satisf 0,892336 0,961335 0,93966

Based on the table above, it can be seen that the AVE value of all variables has a value above
0.7 as well as the search value of Cronbach's Alpha which is all above 0, 6. Therefore, both in
terms of validity and reliability, all indicators can be accepted. Next to test the structural model
is done by using the value of R Square on the construct used in this study. From table 1 above,
it can be seen that the constructed value of customer retention of 65.29% can be explained by
the role of Satisfaction. While the value of R Square from the construct of Quality of Internet
Banking Service by 87% can be explained from the role of customer retention. Then the value
of R Square from the construct of Marketing Performance as much as 98.6% can be explained
by the role of customer retention and Quality of Internet Banking Services.

Hypothesis Test Hypothesis
Testing is done using the t-test, which is the result of testing from bootstrapping, completely
presented in the following table:

Table 2. Path Coefficient Model

Original Sample | Sample Mean | Standard Deviation | Standard Error| T Statistics
(0) (M) (STDEV) (STERR) [ (IO/STERR])

CustRet -> MarkPerf 0,314502 0,313514 0,067052 0,067052 4,69043
CustRet -> QIntB 0,932811 0,92995 0,020375 0,020375 45781581
QIntB -> MarkPerf 0,672055 0,672411 0,065664 0,065664 10,234705
Satisf -> CustRet 0,808067 0,806198 0,072506 0,072506 11144891

The column t statistic for each construct shows that all loading factors used in this study are
significant at alpha 0.05.

Path Test
To find out how much influence the Satisfaction and the role of customer Retention and Internet
Banking Service Quality on Marketing Performance will be compared to the value of the two
existing lines as follows;
a. Path of Satisfaction, Customer Retention and Marketing Performance (0.808 x 0.314 =
0.256)
b. Path of Satisfaction, Customer Retention, Internet Banking Service Quality and
Marketing Performance (0.808 x 0.932 x 0.672 = 0.506)
Calculation results show that the second path has a higher value, by increasing marketing
performance, the role of satisfaction, customer retention and the quality of internet banking
services are important.

B
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Discussion

Effect of Satisfaction on Customer Retention

The results of this study indicate that the three indicators used to measure satisfaction each
have the following loading factors: a wise choice (0.936), the correct decision (0.960) and
overall satisfactory (0.947). Of the three indicators, the correct decision indicator has the
highest loading factor. The quality of the proxy relationship using satisfaction turns out to
influence customer retention. The average index number of satisfaction variables is 74.97 in
the high category. The results of this study have corresponds to the study conducted by Siddiqui
et al (2011), Tung & Carlson (2013) and Nataraj & Rajendran (2018).

Effect of Customer Retention on Marketing Performance.

Customer retention is formed by three indicators, where the loading factor value of each
indicator is: always say positive things (0.946), be the first choice (0.978) and want to
recommend (0.970). The highest value of the loading factor is in the second indicator, which
is the first choice. The results of the calculation of the average index number for the customer
retention variable is 76.52, which means it is in the high category. The results showed that
customer retention influenced marketing performance. This result is following the study
conducted by Appiah Adu (1999), Hawari (2006) and Gangeswari et al (2013).

Effect of Customer Retention on Internet Banking Service Quality

From the results of the data, the quality of internet banking is measured by three indicators of
each loading factor that is according to customer needs (0.985), user-friendly (0.979), safe to
use (0.974). The study proves that customer retention influences the quality of internet banking
services. The higher the customer's rent is done by the Bank, the higher the quality of internet
banking services. The quality of good internet banking services needs to be done by providing
various features needed by customers, such as balance checks, transfers, account transfers,
telephone calls or electricity bills, etc. Besides, the quality of internet banking services must be
accessible from various places, by using a variety of computers, laptops, smartphones or
tablets, the Bank as an internet banking service provider needs to provide security guarantees
for customers in conducting transactions. The results of this study are in accordance with the
study conducted by Venetis and Ghauri (2004), Sohail and Shaikh (2007), Singh (2014). The
calculation results of the average index number are 80.37 in the high category.

Effect of Internet Banking Service Quality on Marketing Performance

The results of the study show that marketing performance variables are measured using three
indicators, the value of each loading factor is as follows: an increase in market share (0.979),
an increase in profitability (0.979) and performance trends which increases (0.982). Increased
performance trend indicators have the highest loading factor. The results of the statistical tests
show that the quality of internet banking services can influence marketing performance. Two
variables directly affect marketing performance, namely customer retention and the quality of
internet banking services. However, the influence of the quality of internet banking services on
marketing performance has a stronger influence than the effect of customer retention. The
results of this study support the research conducted by Siddik et al (2016), Hiwari (2005),
Mahmoodi and Asetmal (2014) and Aduda (2012). Meanwhile, the calculation of the average
index of marketing performance variables is 81.15 which falls into the category high.

5. Conclusion and Suggestion

Referring to the research results, it can be concluded that high marketing performance is
strongly influenced by the quality of mutually satisfying relationships between the two parties,
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in addition to the implementation of customer retention and support for the quality of internet
banking services. To improve marketing performance, management must first be able to build
good relationships with its customers. Relationships must be long-term oriented and mutually
beneficial. One of these good relationships needs to be realized through the provision of
banking services that can be accessed through the internet for 24 hours, easy to use and
guaranteed to be safe. It is highly recommended, for the upcoming agenda, research can be
carried out with a wider range of areas, mass in the banking industry nationally, and adding
other necessary variables.
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