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Abstract
The author tries to explain the relationship betwesational bonding, customer value, and custdmezity that
mediate the satisfaction and delight on three cmesugroups (stayers, dissatisfied switchers, anidfieal
switchers) in the Islamic banking industry in Edava, Indonesia. Important insights provided by #tudy are
as follows : (1) Products that meet or exceed ecnstautilitarian needs will increase customer satisbn and
(2) products that meet or exceed customer hedaedswill increase customers delight. Data weraiobtl
from sample of 613 customers of Islamic banks istElava. In addition, there are three importardifigs.
First, for stayers, three types of bondings (finalhcsocial, and structural) increase customerttartan and
hedonic values, leading to increment of customgalty. Second, for dissatisfied switchers, onlystaral bond
that has significant impact on the customer utibita value, which significantly will increase custer loyalty.
Third, for the satisfied switchers, social bondiuehces the hedonic value significantly, while gieuctural
bond significantly influences utilitarian value. &ddition, utilitarian and hedonic values influenmgstomer
loyalty significantly.
Keywords: Relationship marketing, delight, Customer loyalitilitarian value; Hedonic value, and Islamic
banking.

1. Introduction

The development of Islamic banking industry is dgraywapidly these days, forcing business perfornetsave
ability in designing marketing strategy that aldeattract and retain customers, given the curr@etaf Islamic
banking in East Java since the year 2010 showadla §ood performance, especially the financingttis able
to demonstrate significant growth. Until now in ttegion of East Java, there were 6 Islamic Pubdinkd (IPB),
8 Islamic Business Unit (IBU) with 146 offices netks and it is expected to continue to grow in kmiéh the
current development of Islamic banking (Indonedtamk Economic Report 2012). This shows that the b
of customers, especially in Islamic bank, expemehsignificant growth from year to year, but frame fgrowth,
there are still a lot of customers who move oftefntyn one bank to another bank, whether to the dataeic
bank or to the conventional one. The dynamics & thovement or switching indicates that customer
expectations on the performance of Islamic ban&stlt not fulfilled maximally .

Performers in financial services industry mustemsthnd customer's behavior, in order to be abfedet
the needs of customers better and prevent them finorre to another company. Any approach that oveesom
this problem will probably get a lot of attenticand relational marketing approach proved to beafribe most
successful approach (Dibb and Meadows, 2001).

Relationship marketing, as a marketing activity dtiract, retain, and improve relationships with
customers, has changed the focus of the marketigntation from attracting transactional short term
customers to maintaining continuous relationshifith wustomers (Berry, 1983, Berry & Parasuramarg119
Gronroos, 1994). Many companies establish relatiomarketing programs to encourage customer loyalty
their products and services (Schiffman & Kanuk, @0JAs an important aspect of relationship markgtia
relationship will be best described as the formmatid a "bond" between companies and customers (obe
al., 2003). As noted by the existing literatures tompany can build relationships with customersthyting one
or several types of bonds, including financial,igh@nd structural bond (Berry, 1995; Berry andaBaraman,
1991; Lin et al. 2003; peliter and Westfall, 200Uilliams et al., 1998). However, many things tolearned
about the relationship of relational bonding thatiated by the company with the perceptions andbb®r of
customers (Gwinner et al., 1998).

Value is another important element in managinggiterm relationships with customers (Pride and
Ferrell, 2003). Since the definition of value vari@ccording to the context (Babin et al., 1994; @odt al.,
1991; Holbrook, 2005; Holbrook & Corfman, 1995),nceptualize value as the outcome of the consumption
experience. In studies by Babin et al. (1994), @aki defined as a relativistic preference of a ettbpfter
interacting with objects or events. In developingrketing activities, companies must recognize thastomers
receive benefit from their experience and marketinigy that designed properly will be able to improbe
perception of value (Pride and Ferrell, 2003). Thhs customer experience with relational bondiag affect
their perceptions of value.
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Several studies of customer behavior today focusesnarketing activities value perception. Many
literatures evaluate the shopping trip (Babin et 2994) and sales promotion activities (Ailawatiak, 200;
Chandon et al., 2000) according their utilitariaue, or benefits derived from economic factorg] hadonic
value, or emotional one, that resulting from thisivdty. In this study, the relational bond, whigh created
through economic or emotional marketing activitess, increase customers utilitarian or hedonic \&lifethe
customer greatly appreciate these bonds, thenateegotivated to be loyal.

According to the paradigm of stimulus - organismesponse (SOR) (Woodworth, 1928) and research on
value (Ailawadi et al., 2000; Babin et al., 199)ational bonding activities by a company (sting)loan affect
the perception of customers on value (organismbjctwin turn can affect their buying behavior (resge).
Thus, relational bonding is correlated with custoprrception over the value and therefore increaskecrease
costumer’s loyalty. The central question underlyihig study is how customers are responding tadleional
bonding and how this bonding encourage long-tetatiomships.

In order to find out the design and implementatibeffective customer retention strategy, we divitie
bank's customers into three segments : stayeral (dogtomers), dissatisfied switchers (customers svhitch to
other banks due to their unsatisfactory experierangd satisfied switchers (customers who switcather bank
for reasons other than dissatisfaction) (Ganest. e2000). According to previous literature, thyghological
condition and behavior of one customer segmentiffierent significantly from psychological and befaral
conditions of other customer segments (Ganesh.e@00; Keaveney & Parthasarathy, 2001). Therefore
customers in different segments can apply thetatidin value on their evaluation of a company's keidang
activities. If people are not told explicitly whiclalues should be applied, then the value of tle@ $hopping
experience can rely on the value, purpose, or theisonal needs (Adaval, 2001; Babin et al., 198dno &
Oliver, 1993).

Specifically, this study aims to investigate tifileet of various relational bonding on customergagtion
of the value of utilitarian and hedonic, as weltashe loyalty mediated by satisfaction and pleagdelight) of
various customer groups in the Islamic banking §tduin East Java. Researchers hypothesized tlat th
perception of customers on the value mediates ¢kationship between relational bonds, consistinghef
marketing activities associated with the economit¢ amotional, can improve customer perception itifartan
or hedonic values. If customers perceive a highevalf the relational bond, then they are motivatede loyal,
and satisfaction and delight are important factorsmeasuring the level of loyalty. In addition, thesearchers
tested the model on three different customer grdopsvestigate differences in their attitudes amethavior. In
the next few sections, there will be discussionuhbarevious research on utilitarian and hedonicueal
satisfaction and delight, relational bonding forimatstrategies, and loyalty and then, it will déserthe
research methodology, including the descriptiormafasurement used to test the hypothesis. Afteewneng
results of the study, researchers suggested sengraitant implications for managers and reseascher

2. Theoretical and Hypotheses Development

2.1. Utilitarian and Hedonic Values

Value is the evaluation of the subject after hipexience in interacting with objects or events, andmportant
outcome variables in the general model of consumpgixperience (Babin et al., 1994; Holbrook & Cafm
1985). Most researchers divide customer value twtm categories : utilitarian and hedonic (eg, Baéiral.,
1994; Chandon et al., 2000; Chauduri & Holbrook)20Hirschman & Holbrook, 1982; Mano & Oliver, 1993
Stoel et al., 2004, Chitturi et al. 2009).

Utilitarian value derived from a conscious effartachieve the desired result (Babin et al., 19%4)s
value is instrumental, functional, and cognitived aepresents customer value as a means to reapbgesr
(Chandon et al., 2000). For example, savings, auenee, and quality of products can be classifedtditarian
value (Ailawadi et al., 2001; Chandon et al., 200Baudhuri & Holbrook, 2001).

Marketers usually convinced that market choice emstomer preferences are controlled by utilitarian
value (Arnould et al., 2004). On the contrary, h@dwalue is outcome that are associated with rsabgective
and personal spontaneous responses (Babin efa#l).1Hedonic value, such as entertainment, exiioraand
self-expression (Ailawadi et al., 2001; Chandoalgt2000), more comes from the fun and enjoyniesat from
task completion and it is instrumental, experidntéand affective in nature (Chaudhuri & Holbrook)(4;
Hirschman & Holbrook, 1982).

2.2. Relational bonding development

Several previous studies of relationship marketowgised on three types of strategy in formingriirial,
social, and structural relational bonding that atdleimprove service provider relationships with tomsers
(Berry, 1995; Berry & Parasuraman, 1991; Lin et2003; Peltier and Westfall, 2000; Williams et 4998).
2.2.1. Financial bond
Companies can improve customer relationships hyifay a financial bond, which is defined by Berr@95b) as
the type of business practices that want to impougtomer loyalty through pricing incentives. Imsoprevious
studies, researchers suggested that one motiviatiamustomers in relational exchanges is savingaydBerry,
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1995; Gwinner et al., 1998; Peltier and Westfall)@, Peterson, 1995). Service providers often ggveards to
loyal customers in the form of special price offigri For example, airlines and major hotel chaing gioints to
the frequent customers as an incentive for theos®additional services of the company (Schiffmakaauk,
2010). According to some research, promotion of etany improve customer’s perception of the value of
utilitarian and thus improve usability derived fraheir purchase (Ailawadi et al., 2001; Chandoalgt2000).
Thus, the financial bond can improve customertatitn value.

2.2.2. Social bond

Social bond are personal ties that focus on theed&on of service to establish the relationshipvbet the
seller and buyer through interpersonal interactfoiendship (Berry, 1995; Wilson, 1995), and idéattion
(Smith, 1998; Turner, 1970). Proponents of thistety is specifically emphasized on constant conidit
clients, learn their needs and maintain a positationship with them (Berry, 1995; Williams et, dl998).

From the customer point of view, the social boodmfation strategy appears to provide important
psychosocial benefits (Beatty et al., 1996; Gwiretal., 1998; Reynolds & Beatty, 1999; Williamsaét 1998).
Social bond tend to make customers express theesseligten, and care, which in turn increase théualu
understanding between customers and service pmsyitleir openness, and their degree of opennesgsalS
bond also positively affect customer emotions ® fieelings associated with the experience of tineiceeand
took part in forming of affective component of fattle (Chiu, 2002; Edwards, 1990). Since hedoniteval
reflects value of experiential, emotional, and etffee of consumption (Bellenger et al., 1976; Clanét al.,
2000), then the company can strengthen customeepigons of the hedonic value by initiating sotiahd.

2.2.3. Structural bond

The third way to increase customer loyalty is thgio structural bond, which "offered a target custom
value-adding benefits that difficult or expensiwe lie given by the company and are not easily ddaila
elsewhere" (Berry, 1995, p. 240). Therefore, stmadtbond is a business practice in which compairieso
retain customers by providing essential serviceg Hre not available from any other source, suclaras
integrated service through their business partrigitsh and Meadows (2001) found that some Islamickba
emphasize on structural bond through innovativenobh integrated customer database, and two-way
information exchange technology. Since the strattiyond increase costs for customers to switch to
competitors, some research suggests that strudiorad occupies the highest position in the hienamwhthe
bonding and provide the greatest opportunity fonpanies to create a sustainable competitive adgar{@erry
& Parasuraman, 1991; Peltier and Westfall, 2000).

As defined by Chandon et al. (2000) and ChaudBuHolbrook (2001), utilitarian value consists of
easiness and quality of the product. Thus, thetstre of the bonding can strengthen the customeerseption
of the value of the utilitarian.

2.3. Satisfaction and Delight

What is the relationship between the value of pheduct (hedonic and utilitarian) and feelings of
pleasure (delight) and satisfaction of customeeraftonsuming things? Products that meet or exched t
utilitarian needs will increase customer satistattiProducts that meet or exceed the needs of hedalh
increase customers pleasure (delight) feeling {@#hit2008). Researchers predict that positive eomati
response type (satisfaction) that generated franctimsumption of product will depend on whetherdffering
exceeds expectations on utilitarian or hedonic dstan. Specifically, the researchers propose thsnaonly
exceed utilitarian expectations will be able tograte satisfaction, then exceed hedonic expectatidhevoke
happy feeling (delight). This is because of theuraatof the consumption experience and goals reltatetie
utilitarian benefits is different from the naturktbe consumption experience and goals associait&dhedonic
benefits (Chernev, 2004; Chitturi, Raghunathan, atiajan 2007; Higgins, 2001).

Utilitarian value is aimed to reduce disappointthand hedonic value is aimed to increase hapgdintee
(delight). However, to make the customer happyigti€), it is not enough just reducing disappointimen

The fulfilment of utilitarian goals needs to befined with the increment of pleasure through
consumption of hedonic benefits. For example, ifaredriving a vehicle with a passenger capacitg, reliable
car, it may only result in higher levels of satidfan because riders felt calm, but not pleasusdmGmotorists
caused by financial savings because they do nat bavill the fuel oftenly, passenger capacity, dhd car
broke down. But, in order to make customers feel veappy, they need more than just a feeling ofncal
associated with the peace of mind that comes flanfulfilling of its utilitarian value. They neeti¢ pleasure
that comes from fulfilling or exceeding hedonic ualgoals. For example, car designers have to bédonic
benefits such as convertible roof, eight - speaketio / video entertainment console, and a bedutifarior.
Thus, in accordance with the principle of hedordethance (Chitturi, Raghunathan, and Mahajan, 200#)e
goal of utilitarian value is met entirely and commr satisfied, then the consumer will give moreofity on
hedonic benefits that help enhance happy feelietiglat). Chitturi, Raghunathan, and Mahajan (20§Mwed
that at the time of purchase, customers feel mondident and secure in products that offer greatsitarian
benefits and feel more happy and passionate oruptethat offer greater hedonic benefits. Thustosnsrs that
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receive utilitarian benefit value dan hedonic bésefre expected to affect the satisfaction anajde{Chernev,
2004; Chitturi, Raghunathan, and Mahajan, 2007).
2.4. Relationship between value with loyalty

In a study by Oliver (1999, p. 34), loyalty is mhefd as "strongly held commitment to repurchasecer
subscribe to a product / service consistently prefein the future." Several previous studies sstggk that
customer value, or benefits, plays an importard moldetermining the long-term relationship with|ayalty to,
the company. In order for long-term relationshigstand continue to take place, then the cust@heuld take
benefit from the exchange with the firm (Gwinnerkt 1998, p. 101). Thus, customer perception twewvalue
can be seen as an important determinant of brathdbgalty to the company.

Research on shopping value also shows directior$dtip between shopping value and the value
assigned to the activity of shopping, so the higherutilitarian and hedonic value of shopping, gineater the
assessment by the customer on the value of shatigity (Babin et al., 1994). By using several gam
concepts with utilitarian value, Cronin & Taylor992) suggested that easiness, price, and avatijalo#in
influence the behavioral intention of customers.i@er et al. (1998) and Keaveney (1995) revealed th
customers are less likely to switch to another coamypwhen they have better understanding aboutdteagnic
value, time, and energy savings when maintainirgjaionship.

In addition, some studies suggest that the hedadiee of shopping, including commercial relatiapsh
or friendship that developed between providers amstomers, improve customer willingness to maintam
relationship. In a study by Gwinner et al. (1998,104), they reported the story of a focus growgpoadents
regarding their interaction with a service providér love this service. This is a really witty jek and always
had a lot of fun and enjoyed doing business wighdbmpany." If this positive effect increases thddnic value
of shopping, then there is a greater likelihood tha product will be purchased (Babin & Attawa@0R).

Therefore, we propose that the value of utilitaréand hedonic predict customer behavior. Thatffig, i
customer has a high perception of the value ottarithn or hedonic, he is going to become a loystamer for
the company.

2.5. Relationship of utilitarian and hedonic value

Attitude, which studied and relatively durable, dédkie cognitive component, affective, and conabine and it
influences behavior (Shimp, 2003). Previous resealso suggests that the affective component fidét has
post - cognitive in nature (Edwards, 1990), andanjunction with customer behavior, conative conguns
customer intent to buy a certain product (O'Kedf@90; Shimp, 2003). According to Edwards (1990) and
McGuire (1969), cognition-based components of ittt include beliefs, judgments, and thoughts &ssac
with the object, while the affective component ird#s emotion, feelings, and encouragement. Ray3§197
suggests that customers, first, must know of aymbtservice, build positive or negative feelimgginst them,
and then decide whether to buy it or not. Fishi&eizen (1975) also suggests that the affectivpoase based
primarily on cognition. While the utilitarian value primarily instrumental, functional, and cogmdiin nature
(Chandon et al., 2000), hedonic value associatéll sgontaneous responses are more subjective asdnpé
(Babin et al., 1994). Thus, based on the studydwdtds (1990), Fishbein & Ajzen (1975), and Ray7@)9t is
also logical to argue that utilitarian value isradictor of hedonic value.

2.5. Hypothesis

1. Financial bond positively influences customer ercgption over
utilitarian value at Islamic banking in East Java.

2. Social bond positively influences customer ppton over
hedonic value at Islamic banking in East Java.

3. Structural bond positively influences customer  perception over

utilitarian value at Islamic banking in East Java.

4. Customer  perception over the value of  utilgari is positively related to
loyalty to the Islamic banking in East Java.

5. Customer  perception over the value of hedonics ipositively related to
loyalty to the Islamic banking in East Java.

6. Customer perception over the value of  utilgari is  positively related to
hedonic value to the Islamic banking in East Java.

7. Positive consumption experience with utilitarigalue influences satisfation dan Positive condiomp
experience with hedonic value influences pleasdetight) to the Islamic banking in East Java.

3. Research Methods
3.1. Procedureand Sample

Researchers performs a survey to the customeldashic banks in East Java by using a convenience
sampling method. It distributes questionnaires fi8 @&ustomers of Islamic banks in East Java. In the
questionnaire, respondents were asked to chooséslameic banks that serve them over a period oé tand
circling their perceptions of the bank.
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3.2. Characteristics of the sample

Of the 1000 questionnaires distributed, 613 aresidened useful, Respondents include female (53.7 %)
and male (46.3 %) and their age ranged from 1®tge@rs (mean = 30.1 years, median = 28 years)sdimple
size of the three loyalty groups are as follow39 are satisfied and do not move, 85 do not setisfind move,
and 149 were satisfied but still moving.
3.3. Measurement
Based on previous studies, it develops 11 itembléTa) to measure respondents relational bondinly khank
(Beatty et al., 1996; Bendapudi and Berry, 1997nBe 995; Lin et al., 2003; Williams et al., 1998) measure
the utilitarian and hedonic value, develop 5 itdif@ble 2) based on three studies (Babin et al.4;18%andon
et al., 2002; Spangenberg et al., 1997).

Tablel

Relational Bonding and Variables I ndicator
No Variable Name
1 Financial bond
a. Islamic banks provide cumulative points program
b. Islamic banks offer free gifts for regular tsantions.
c. Islamic banks offer extra savings if the traisem exceeds certain value
2 Social bond
a. Banks keeps in touch with me and build a getationship.
b. Banks care about my needs.
c. Banks help me resolve a problem regarding mypaa.
d. Banks asked my opinion about the service.
e. Bank sent me a greeting card or gift on spelzigs.
3. Structural bond
a. Banks offer a variety of ways to get more infation efficiently.
b. Bank gave me news, research reports, or trdosasformation | need .
c. Banks provide products or services from otleirees to resolve my problem

For all items, use a five-point Likert scale (losigly disagree and 5 strongly agree).

According to Zeithaml et al. (1996) and Ganeshalet(2000), when customers praise the company,
revealed their choice compared with other compardesncrease the volume of their purchases, timeir t
behavior indicates that they build a bonding witle tcompany. Therefore, the researchers adopteé thre
indicators "As long as | live here, | do not foresmyself switching to another bank,” "I would highl
recommend this Islamic bank to friends and my fgshind "I am willing to continue to use the seeswmf this
Islamic banks". Measure customer loyalty construsiag a 5-point Likert scale.

Tablell

Variable Indicator of Utilitarian Value and Hedonic Value
No Variable Name
1 Utilitarian value
a. | feel comfortable with this bank.
b. | feel this bank efficiently.
2 Hedonic value
a. Compared to other banks, the time spent itvaimd is full of fun.
b. | chose this bank not because of needs, batused want it.
c. | feel Islamic banks have a good Islamic value

Ganesh et al. (2000) also suggested that theroestbase of a company may consist of three grotips o
customers : satisfied not switch (Stayer), nosfiatl and switch (dissatisfied switchers), ands§eti but switch
(satisfied switchers). Stayers are customers whaadewitch from other companies, dissatisfied chets are
customers who switch from other companies becafisetasatisfied, and satisfied switchers are custasmvho
switch from other companies for reasons other ftiigeatisfaction. Most questionnaire containingestents
designed to measure costumers switching behavadrépeat some instrument used by Ganesh et @0)20
his study. Respondents were asked to state wheihdrank is their first bank (stayers) or they hawdtched
from the previous bank (switchers). If a respondstated the second option, it is required to swdiether the
reason for that is caused by (1) a general diaetign to the service of previous bank (dissadswitchers) or
(2) reasons other than dissatisfaction (eg, changibs, out of previous bank 's service area, prevbank is
closed or bought out by another bank) (satisfietichers) .
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3.4. Analysis Technique

This study aims to demonstrate and analyze trextefff exogenous variables on endogenous variables.
The influence is very complex, where there are pedelent variables, between variables and the depénd
variable. These variables are latent variablegritavariables) that is formed by several indicaf@isserved
variables). Therefore, to analyze the data in shisly, use analysis technique of Structural Eqoatiodeling
(SEM).

4. Research Resultsand Discussion
4.1. Rédliability and Validity of Constructs

To test the reliability of the scale for relatibriaonding, customer value, and customer loyalty,
researchers calculated the Cronbach alpha. Fiddvmm with alpha of 0.71, social bond with alpHa0®1,
and structural bond 0.82, 0.81 utilitarian valuel &iedonic value of 0.82 and 0.77 for customer kyydlhese
values indicate the moderate to high internal ctescy on iems of questions and constructs asedcigith
them. To test the construct validity of each sctidere is analysis of confirmatory construct analy€FA) and
it analyze the covariance matrix by using maximikalihood procedure in SEM 18. Fit statistics fetational
bonding model (X= 201 , df = 43; goodness-of-fit index [GFI] = 0;%djusted goodness of fit index, [AGFI] =
0.94; comparative fit index [CFI] = 0.98; the raonkan residual [ RMR ] = 0.08) and fit statistios ustomer
value (¢ = 27, df = 4; GFI = 0.97; AGFI = 0.99; CFI = 0.98MR = 0.03) is quite in accordance with those
found in the literature.

Furthermore, Churchill (1979) suggested that thestruct should be tested to find out its convergen
validity and discriminant validity. Average varianextracted (AVE) for financial, social, and stwret bond,
respectively is 0.64, 0.67, and 0.71; AVE for tailian and hedonic values is 0.72 and 0.81. Evenyth
exceeded the recommended level of 0.50. Theretioeescale for relational bonding and customer peiae of
the value is having convergent validity (FornellL&rcker, 1981). AVE values can also be used tousatal
discriminant validity (Fornell & Larcker, 1981), wdh is evident in the results of this study becahsegreatest
shared variance on the factor of financial, so@at structural bond is 0.58, lower than the valihe smallest
AVE (0, 65) for each factor and the measuring twok scale of relational bonding (Espinoza, 198@hilarly,
the shared variance between utilitarian and hedeadige factor is 0.55, lower than the lowest AVHuea(0.73)
for each factor and its measuring instrument orcttomer 's perception scale over the value.

4.2. Model Testing

This section will explain the results of hypothetgsting using structural equation models. The testilts of
seven hypotheses using structural equation moddbeaeen in Figure 1.

Financial
bonds

Customer

loyalty

Satisfaction
and delight

4.3 Hypothesis Testing
To investigate whether H1 - H7 is supported forugioof stayers, dissatisfied switchers, and satissivitchers,

researchers categorize the data into three groupsstimate the parameter estimatinagnd 3 ) independently

in each group with SEM. Furthermore, researchestrice all parameter estimates on a particular grfor
example, stayers) together with other groups (atisfied switchers). Researchers conductédiiKerence test
to evaluate the suitability of the difference bedwehe unrestricted model and limited model. THéedince
between the two values of Xanged from 23 to 137 (df = 6, p = 0.05) in atieé groups, indicating that the two
groups differed significantly on the estimated pagters. See figure 1 .

For models of not constrained stayers (n = 3#®,suitability is generally moderate (% 452.0, df =
143, p < 0.05, CFl = 0.93, GFI = 0.88, and RMR 85). Although the model has strong foundation, the
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potential of the model specification should be adered (Anderson & Gerbing, 1988; Brady & Cronif02) to
increase the extent to which the conceptualizatictudes data and, in turn, increases the valifBgntler &
Chou, 1987). For stayers, researchers identifiechdditional pathway of structural bond to hedonandb.
Because stayers may have less prior experiencetlvétiervice (Grace & O'Cass, 2001), their expectatwere
lower than expected stayers. If the company pravislErvices that are important to customers (iecttral
bond), they are more easily satisfied than stay@sstcher can feel proud of themselves and condribat they
are diligent customers who choose the best banthéofirst time. Stimulated feeling and confidemeéncluded
in the hedonic value (Chandon et al., 2000). Theesfthe path between structural bond and hedamd lzan
be added to groups of slayers.

The results showed all significant parameter ety supporting H1 - H7.2Xalue is 449,8 (df = 142),
which is lower than the initial model {¢ 453,0, df=143), and CFl, GFI, and RMR valuepeesively is 0.94,
0.89, and 0.05. The difference between the tfasX4,2, bigger from the significant level at 3.84, os.9). In
addition, Y »3 coefficient is 0.36, which also significant at @<05. These results demonstrate that the suitabili

of this model increased significantly comparedht® initial model, which does not include the patlstouctural
bond to the hedonic value.

Financial

Utilitarian

loyalty

Structural

bonds

Figure2: Model Stayer

For dissatisfied switchers model (n = 85) iX 233.8 (df = 143, p < 0.05), CFI 0.91, GFI i8@.and RMR is
0.07, so that the suitability can generally acogptéowever, three lines are insignificant. PatHimdincial bond
to the utilitarian value Y = 0.37, p > 0.05) can not be significant becabgedustomer that moved has more

experience with the services of Islamic banks .

According to Berry and Parasuraman (1991) andePelhd Westfall (2000), the price is the mostlgasi
imitated element and therefore can not provide stasuable competitive advantage. Customers who ttike
switch or move may have the same price incentivenfrother banks, therefore, financial bond did not
significantly affect their utilitarian value. Nongsificant paths located between both the sociatdband
hedonic value ¥ = 0.02, p > 0.05) and could occur due to disdatiswitchers that switch from other

companies due to their dissatisfaction. This negatxperience could make them do not believe arapeful in
accepting interpersonal attention of a companygfbee, the social bond can not strengthen thelohie value.

Financial

bonds

Utilitarian
Value

Social

bonds

Hedonic

Value

Figure 3: Model Disatisfied Swithers
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Finally, the relationship between hedonic value emstomer loyalty are also not significant (y =3).@ > 0.05),
which suggests that the hedonic and affective mesgmmay not be a major problem for dissatisfieitichers.
However, the utilitarian value could be the kegtstomer loyalty for this particular group.

Financial

bonds

Customer

lovalty

Hedonic

Value

Structural

bonds

Figure4 : Model Disatisfied Swithers

For models satisfied switchers that are not coimsida(n = 149), Xis 281.6 (df = 143, p <0.05), and the CFlI,
GFI, and RMR, are respectively 0.92, 0.83, and 0i0ihdicates that the suitability is generalycaptable. The
only significant path is from financial bond to thglitarian value § = -0.34, p> 0.05). Reason for this finding

could be the same as the parallel explanation fesatisfied switchers. Because switchers may hawee m
experience with the bank's services, then they nmgget the same price incentives from other banks.

4.3. Discussion

Should the company try to delight the customer atisthe difference between feeling pleasure atidfaction
? This is some of the questions that have beeriestud previous research (Keiningham and Vavra,1200
Oliver, Rust, and Varki, 1997; Rust and Oliver, @0dn this paper, we examine and find evidencerdgearch
proposition that the type and intensity of the doral experience that derived from the consumptibhedonic
benefits qualitatively is different from the utiliian benefits. This emotional experience diffeeecausing very
happy feeling, satisfaction, and loyalty. The masight provided by this study are as follows : Ptpducts that
meet or exceed customer utilitarian needs will éase customer satisfaction, and (2) products thest ror
exceed customers hedonic needs will increase cesteeny happy feeling. In addition, the study fouhdt the
primary antecedents of satisfied feeling is utiida benefits (Chitturi, Raghunathan, and Mahaj2008;
Higgins, 1997, 2001), whereas the primary antecefdetings of happy feeling is hedonic benefitsatdition,
research shows that customer very happy feelingneilease customer loyalty.

In this study, there is also application of relaship marketing concept in retail banking serviges
empirical studies. According to the SOR paradigahtional bonding offered by a bank (stimulus) doaffect
the customers utilitarian and hedonic (stimulusyi@awhich affects loyalty (response) of custonierthe bank.
These results indicate that the financial and ttrat bonds positively influence the value of thditarian
customers, while social bond positively influenagdbnic value. Utilitarian value and hedonic valusipvely
affect customer loyalty.

According to research by Ganesh et al. (2000)toousrs who switch to other companies due to their
dissatisfaction with the previous service firmdalifsignificantly from other groups in terms of ithgatisfaction
and loyalty behavior. For switchers, they can needhe same services and have experience in thestiyd
(Grace & O'Cass, 2001), which alter their expeotetithan stayers group. According to Parasuramaai. et
(1985), service quality represents the differenetwben perceptions and customer expectations. foinerea
different level of expectations can lead to diffdrdevels of evaluation, which explains differerghlavior
between stayers, dissatisfied switchers, and matisfvitchers.

To test whether H1 - H7 are supported for staysasisfied switchers, and dissatisfied switchers, w
investigate the relationship between relationaldyarustomer value, and customer loyalty in thedatgeups.
All hypotheses are supported on the customer stajoreover, the modified model, which adds an thoithl
path from structural bond to hedonic value, sigaifitly better than the initial model. Structurahbdappears to
meet not only utilitarian value but also the hedorlue for stayers. For dissatisfied switcherdy atructural
bond that significantly affecting their utilitariamalue, and only utilitarian values that signifidgnaffect
customer loyalty. Thus, for a group of dissatisfedtchers, structural bond is the most effectiag/wo increase
customer loyalty. Finally, for the group of satsfi switchers, structural bond significantly affedtilitarian
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value, social bond significantly affect the hedomadue, and both utilitarian and hedonic value gigantly
affects customer loyalty. Thus, social and strwdtbonds effectively increase customer loyaltytfer satisfied
switchers.

These study results prove that the stayers getsahlue from three relational bond and that disGat
switchers perceive the value only from structurahdh Previous literature provides information abuuity
stayers are more likely to have the highest perwepif the value. Because they do not have muclersice
with other banks, unfamiliar with offers from otHeanks, and perceive higher switching costs thariwio other
groups, then stayers remain loyal to the serviaepamy even if they are not satisfied (Ganesh et28000;
Oliver et al., 1992). In addition, cognitive disemice theory states that people try to reduce insEngies o
their attitude or between their attitudes and b&hafFestinger, 1957). Therefore, stayer custorharkt that
service companies provide a higher value than ctitope to eliminate his personal disappointmentthe
company that has been chosen by the customers

In contrast, relationship marketing activities cant affect the perception of dissatisfied switshexcept
through structural bond. In relation to their in@ent in the purchase, or the level of attenteguired for a
purchase and the amount of effort expended to ainapurchase (Baumgartner, 2002), previous lileeat
suggests that dissatisfied switchers showed a hilglvel of involvement in the purchase than theeottwo
groups (Ganesh et al., 2000). Higher customer waroknt in the purchase tend to apply higher staisdir
their evaluation of products and services, so @nles marketing activity is superior to other sug, the
customers will not perceive the value of this attiv

5. Conclusionsand Suggestion

5.1. Conclusion

1. Based on the results of the study, it showsffextbetween hedonic benefits, very happy fee(ohgight),
and loyalty and also shows the influence of utilita benefits, satisfaction, and loyalty.

2. For customer satisfaction and not move to amdihek (Stayer), all hypotheses are supported owst a
significant association between relationship bogdiattachment relationship) with the utilitarianuea and
hedonic value.

3. For customers who disappointed and move (dsfiti switcher) to other banks, it shows that thiedt
hypothesis is that the effect of structural bondsinot have significant influence on utilitariaiunea

4. For customers who get satisfaction but stilltslwto other banks, it showed that (satisfied swats) the only
accepted hypothesis is the effect of a financialbio the value of utilitaraian (hypothesis I), igHive other
hypothesis is not supported.

5.2.  Suggestion

1. Islamic banks need to understand how the relatibonding formation strategy works. Although thare
many ways for banks to implement relationships witistomers, there are three specific bonding thay v
successful: financial, social and structural bonds.

2. Islamic banking must distinguish relational bdredween stayers and switchers. Financial bondfisigntly
affect the value of utilitarian for stayers, sodind influence the hedonic value for stayers aatisfeed
switchers, and structural bond increase utilitarialue in all three groups and significantly affée hedonic
value for stayers.

3. Islamic Bank should focus on one or more retatiobond and use them as a way to differentiate the
company from competitors for each group of cust@mer

6. Managerial implications

As competition in the banking industry becomes @asingly intense, the need to manage customer
relationships also has grown more important (Crosbgl., 1990). Loyal customers buy more, are mgllio
spend more, are easier to reach, and act as emtiogidvocates for firms (Harris and Goode, 20849, losing
such customers can affect a bank’s market sharepeofid negatively (Colgate and Hedge, 2001; Enrsewl
Binks, 1996; Keaveney, 1995). The results of oudgtprovide some strategic implications for comparthat
are seeking to build their customer relationshipist, banks must understand how relational bondingtegies
work ana delight. Although there are many wayskfanks to engage in customer relationships, threeifsp
bonds are the most successful: financial, social,structural bonds. In most conditions, finaneiadl structural
bonds effectively influence customers’ utilitari@alue, and social bonds effectively influence the@donic
value.

Through the intervening effects of customer valugl aelight, all three bonds enhance customer
loyalty. To managers, this identification of théatenal bonds and their effects on customer vatigdight and
loyalty is crucial to improving their relationshipsith their customers. Second, firms must diffeiaet
relational bonds between stayers and switcherswéshow in Figures. 2—4he financial bond significantly
affects utilitarian value for stayers, the soci@nt influences hedonic value for the stayers artifisal
switchers, and the structural bond enhances uidiiavalue in all three groups and significantlfeafs hedonic
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value for the stayers. In addition, both utilitariand hedonic values significantly affect custotogalty, with

one exception: hedonic values do not affect custdmelty for dissatisfied switchers. Thereforee tresults
suggest that bank customers can be segmentediaffgcaccording to their switching behavior. In rr
managers should focus on one or more of theséae#dtonds and use them as a means to differertiatfirm
from competitors for each customer group.

7. Limitations

This study has three major disadvantages. Thevfiesikness is the problem of external validitytlie, ability to
generalize the results beyond the Islaminc bantoouers. Both researchers do not divide the chaiatits of
customers into the various types of Islamic bankingducts and did not specify where the researck pbace
in the Islamic banks in East Java Indonesia.
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