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Analysis of the Effect of Service Quality

on Customer Loyalty in the Private Banking

ABSTRACT

This study aims to estimate the effect of service quality on customer loyalty in the
private banking using the structural equation model. To achieve the objective the study
surveyed and analyzed 253 private banking customers in Busan Metropolitan City and
Gyungnam Province. Main results and implications of the research are as follows.

First, the estimation result which models bank image as moderating variable shows that
the effect of service quality on PB customer loyalty varies according to the level of bank
image. Especially, interaction quality which requires good relationship between private
banker and customer has a larger positive impact on customer satisfaction in the group
with higher bank image than in the group with lower bank image.

Second, result quality has a statistically significant effect on customer satisfaction in the
basic model, but not in the moderating variable model of bank image. This estimation
result implies that bank image may not be an important factor in the relationship between
result quality and customer satisfaction. However, physical environment quality does not
provide any statistically significant estimation result in all the models estimated.

Third, PB customer satisfaction is found to have a statistically significant positive effect
on PB customer loyalty. Combined with previous estimation results, this estimation result
shows that interaction quality and result quality would enhance PB customer loyalty
through the mediating variable PB customer satisfaction and the effect becomes larger
with greater bank image.
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