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Abstract
This research attempts to measure the impact of relationship marketing on customer retention in 
higher education. Exploratory cum descriptive and causal research design was used. Sources of data 
are students, parents, and faculties of different colleges. A convenient sampling method was used for 
sample selection. Structured questionnaires were used for collecting responses. Primary cross-section 
data were collected. PLS-SEM was used for testing the psychometric and econometric properties 
of the model. This research confirmed that relationship marketing, customer orientation, customer 
satisfaction, and customer retention are possible in the academic sector. Policymakers and academic 
experts should focus on relationship marketing factors and customer orientation to enhance customer 
satisfaction and customer retention. 

Keywords:  Relationship marketing, Customer orientation, Customer Satisfaction, Customer 
Retention, PLS-SEM. 

Introduction
Marketing techniques have progressed from “transactional” to “relationship” marketing 
over the last four decades. Yesterday’s business model promoted retail marketing, mass 
manufacturing, and standardized goods and services. Companies that still depend on this 
obsolete model would fall behind the competition (Berry, 1995). There are many reasons for 
this growth, but these include increasingly sophisticated and educated clients, rapid changes 
in technologies, increased competition, and decreasing product differentiation in the global 
business climate. The underlying notion behind relationship marketing is that the degree of 
satisfaction of stakeholders with their relationship greatly, not just the goods or services.

The business climate today continues to evolve and is becoming more volatile. In this context, 
Weinstein and Johnson (2003) suggest that at least two-thirds of the marketing effort in a 
company should concentrate on customer acquisition by establishing and maintaining good 
ties with customers. Relationship marketing uses a series of connected events to retain the 
customer. The longer a company retains its clients, the more profitable it gets from predictable 
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customer buying, lower business costs, client referrals, consumers’ willingness to pay price 
premiums, and lower customer purchasing costs. A new customer costs up to five times more 
than a current one (Weinstein & Johnson, 2003). The value of retaining customers is that 
there is consistent proof of customer retention and profitability. It seems like the longer the 
relations of seller/manufacturer remains, the higher the probability of further business with 
them, even to the point of a single source.

The main principles of designing marketing campaigns are consumer satisfaction and 
customer loyalty. Successful and creative businesses increase their efforts to track and 
enhance satisfaction, as they know how critical these practices are to increase their image, 
understand their customers and increase their income (Hennig et al., 2002). Much like school, 
the happiness of the student can have a very significant effect on future behavior. Some 
research has been performed in the last 20 years to assess student satisfaction (Betz et al., 
1971; Guo, 2010; Mangano & Zhao, 2013; Morgan, 2000).

Customer satisfaction and retention is the primary objective of relationship marketing and 
often even the relationship marketing term itself (Sheth & Parvatiyar, 1995). Customer repeat 
purchase behavior and customer word-of-mouth communication are key components of 
customer loyalty, satisfaction and retention (Hennig et al., 2002).

Literature Review and Theoretical Framework
Relationship marketing appeared in the 1980s when it was recognized that many trade 
groups were relational by nature, especially in the service industry (Berry, 1983; Dwyer, 
1987; Gronroos, 1999; Gummesson, 2002; Sheth & Parvatiyar, 2000). Marketing relationships 
emerged as an alternative to the prevailing view of marketing as a series of transactions in the 
1980s since many trade relationships, particularly in the service industry, became known to be 
connected by nature (Berry, 1983; Dwyer, 1987; Gronroos, 1997; Gummesson, 2002; Sheth & 
Parvatiyar, 2000). Relationship marketing’ concerns customer relationships attraction, growth 
and retention (Berry & Parasuraman 1991; Colgate & Dahaer, 2000; Storbacka et al., 1994).

Commitment is described as a process of adaptation that is the product of the parties’ 
intentions to act and their positive attitude (Storbacka et al., 1994). The continuity of the 
relationship between exchange parties is implied or explicit. It is the most important factor for 
effective customer relations (Morgan & Hunt, 1994; Wetzels et al., 1998). Commitment is the 
basis for establishing relationships (Berry & Parasuraman, 1991) and is a key to establishing 
relationships (Knapp & Taylor, 1994). If there is no engagement, the relationship ends 
(Grossman, 1999; Lund, 1985). It is a psychological feeling of the mind, which shapes an 
attitude to continue a relationship with a business partner (Grossman, 1999).

Trust is ready to count on an exchange partner with whom you trust (Armstrong & Seng, 
2000). The conviction is that the word or promise is trustworthy, and a party fulfills its 
partnership obligations (Schurr & Ozanne, 1985). Trust is based on experience, so that the 
more encounters a customer has with a company, the more confident it is (Grossman, 1999). 
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Trust is an important part of sustaining relationships (Butler, 1986). Rempel et al. (1985) 
suggested three factors of trust as predictability, dependability, and faith. Rempel et al. (1985) 
suggest that confidence consists of three elements: predictability, dependability, and faith.

Social bond is the degree of personal true buyer-seller interaction (Wilson, 1995). It is the 
effective and emotional psychological co-operation component. It involves friendship, 
familiarity, and trust created by interpersonal interaction. It becomes a personal bond 
(Rodriguez & Wilson, 2002). Structural bond is the real bond where businesses offer structural 
and infrastructural support to consumers or customers. 

Customer orientation is the proactive approach to make aware of customer needs and the 
company’s attempt to adopt the marketing concept (Wiele et al., 2002; Williams & Naumann, 
2011). It assumes that customer satisfaction becomes the predecessor of a company’s success 
(Carson et al., 1998).  So, Customer needs and wants are considered while making marketing 
strategies (Williams & Naumann, 2011).

Customer satisfaction is the feeling of wellbeing and comfort (Pizam & Ellis, 1999). It might be 
short term transactions to long term relationship building. In business to business marketing, 
customer satisfaction can be seen to foster the parties over the long term (Moller & Wilson, 
1995; Tikkanen & Alajoutsijarvi, 2002). Company satisfaction can be viewed as a crucial 
turning point in buyer-seller relations growth (Hennig et al., 2002).

Customer retention means increasing the long term relationship with customers. It becomes 
comfortable for a company to retain an old customer than to find a new customer (O’Connell 
& Keenan, 1990; Reichheld & Kenny, 1990). Lu and Seock (2008) posited that marketing 
should create, sustain, and improve consumer and other parties’ relations at a benefit to 
achieve the aims of the parties. Certain non-economic benefits are improved for consumer 
trust, commitment engagement, and cooperation (Shantanu, 2005). 

Bhandari (2017) examined the impact of relationship marketing practices on customer loyalty 
in Nepalese commercial banks. The result showed that there is a positive relationship between 
trust, commitment, conflict handling, and communication with customer loyalty. Hennig-
Thurau (2004) depicted that service personnel’s customer orientation is often regarded as 
a major determinant of service firms’ success. Customer orientation of service employees 
has an impact on customer satisfaction and retention (Hennig-Thurau, 2004). Rootman et al. 
(2011) found that relationship marketing affects customer retention in the banking sector. 
Bruno-Britz (2008) suggested that customized banking products and services increase 
customer retention. Datta et al. (2018) measured Bangla food retailing sector and developed 
a customer retention strategy and conceptual framework. Service quality, trust, bond, and 
customer satisfaction are vital for creating positive customer loyalty, and creating customer 
retention (Datta et al., 2018). 

Impact of Relationship Marketing on Customer Retention in Higher...
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There is a lack of study done in relationship marketing and customer retention in higher 
education. This study is done to address the main impact of relationship marketing on 
customer satisfaction led to retain customers in higher education. The research questions of 
the study are as follows, 

What is the impact of relationship marketing on customer orientation?
What is the impact of relationship marketing on customer satisfaction?
What is the impact of customer orientation on customer retention? 
What is the impact of customer satisfaction on customer retention? 

Figure1: Conceptual Framework

Customer Orientation

Trust 

Commitment 

Social Bond

Customer Satisfaction

Customer Retention

Development of Hypothesis
H1: Trust influence on customer orientation
H2: Commitment influence on customer orientation
H3: Social bond influence customer orientation.
H4: Trust influence on customer satisfaction. 
H5: Commitment influence on customer satisfaction
H6: Social bond influence on customer satisfaction.
H7: Customer orientation influence on customer retention. 
H8: Customer satisfaction influence on customer retention

Methods
The descriptive and causal research design was used in this study to achieve research 
objectives (Malhotra & Birks, 2006). The literature review was thoroughly done in descriptive 
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research, constructs were identified, and analysis was done properly. Causal research tests 
the hypotheses. The study population was students, faculty, and parents of different colleges 
teaching higher degrees in Kathmandu City. 

Primary cross-section data were collected. Faculties were chosen as current running faculties 
teaching on the colleges. Students and parents are selected as the students, who paid the 
college fees within a month during survey time were identified, and through them, their 
parents were contacted, and the questionnaires were filled and collected. Conveniently other 
parents and guardians’ and faculties’ opinions were also collected. 

Structured questionnaires were administered based on five-point Likert scale anchoring 
‘1=Strongly Disagree’ to ‘5=Strongly Agree’.  The questionnaire survey was done to collect 
responses (Malhotra & Birks, 2006). Convenient samples were collected, giving research 
findings to the general public’s overall view (Henry, 1990; Kayaman & Arasli, 2007; Kobayashi, 
2011). Two-hundred data were collected for this research, suitable for analysis (Kline, 2011; 
Cavana et al., 2000; Dillman, 2000).  

SEM was used to test the proposed model. SEM evaluates the validity and reliability of the 
model. PLS-SEM was used bootstrapping of 5000 sub-samples (Hair et al., 2013). Smart PLS 
2.0 was used for SEM analysis.

Fifty-seven percent of respondents were male, and 43 percent respondents were female. Sixty 
percent of respondents were students, 22 percent were faculties, and 18 percent were the 
students’ parents and guardians. 

The study’s limitation was written in this way. This study is restricted only to Kathmandu 
city, since for research purposes, Kathmandu is the capital city and central location. This 
research used primary data. 

Results and Discussion
The study is carried out to assess the effect of relationship marketing in higher education on 
customer retention. For the partial least square structural equation modeling, Smart PLS 2.0 
is used. The model is tested in two stages as an outer or inner model.

The outer model is called the measurement model that validates the reliability and validity 
of the constructs. The inner model is the structural model that tests the path relationship 
between the constructs. 

Two-stage analysis processes are done for SEM. The measurement model was tested first, 
and the structural model was tested then (Hair et al., 2014). To evaluate the significance of the 
path coefficients and loadings, the bootstrapping approach (5000 re-samples) was used (Hair 
et al., 2014). Smart PLS is a renowned instrument in model structure for the estimation of path 
coefficients. The PLS technique is clearly popular in marketing and management research, as 
it can resolve non-normality and small and medium sample sizes (Hair et al., 2014).

Impact of Relationship Marketing on Customer Retention in Higher...
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Measurement Model
The measurement model tests the model’s psychometric dimension, including item loadings, 
Composite Reliability (CR), and Average Variance Extracted (AVE). This is elaborated in 
Table1. 

Table1: Outer or Measurement Model

Constructs Composite Reliability 
(CR) Cronbach's Alpha (α) AVE

Trust 0.869 0.808 0.625
Commitment 0.867 0.770 0.686
Social Bond 0.803 0.637 0.577

Customer  Retention 0.845 0.724 0.645
Customer  Orientation 0.832 0.731 0.554
Customer Satisfaction 0.827 0.725 0.616

Table 1 expresses, Cronbach’s Alpha is greater than 0.7. This means and the constructs are 
reliable. For validity assessment, CR and AVE were used (Hair et al., 2014).  CR should be 
greater than of threshold value of 0.7; AVE should be more than the cutoff value of 0.5, and 
comparing that CR should be greater than AVE (Hair et al., 2014). All these criteria were met, 
so; Validity of the model is proved (Hair et al., 2014).

Figure 2: Measurement Model (Graph)

Figure 2 shows that the indicator variable’s standard loadings are greater than 0.6, reliability 
of the indicators has been verified (Hair et al., 2014). Customer orientation is explained by 
.618 or 61.8 percent, customer satisfaction by 0.598 or 59.8 percent, and customer retention by 
.610 or 61 percent. 
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The indicators’ cross-loadings were also measured and checked for the discriminant validity 
of the reflective measuring model. Table 2 outlines it.

Table2: Cross Loadings
Scale 
Items

Customer 
Orientation Commitment Customer 

Retention
Customer 

Satisfaction
Social 
Bond Trust

CM3 0.619 0.850 0.654 0.646 0.473 0.269
CM4 0.729 0.899 0.515 0.642 0.487 0.304
CM5 0.422 0.727 0.487 0.521 0.254 0.422
CO1 0.753 0.454 0.521 0.562 0.588 0.215
CO3 0.705 0.523 0.370 0.368 0.489 0.241
CO4 0.792 0.615 0.537 0.510 0.373 0.349
CO5 0.724 0.576 0.437 0.568 0.379 0.329
CR1 0.460 0.566 0.795 0.591 0.201 0.398
CR4 0.465 0.478 0.765 0.604 0.421 0.397
CR5 0.588 0.560 0.848 0.649 0.323 0.292
CS2 0.515 0.510 0.509 0.758 0.522 0.378
CS3 0.601 0.709 0.761 0.879 0.342 0.290
CS4 0.471 0.474 0.497 0.708 0.376 0.465
SB1 0.427 0.421 0.378 0.516 0.775 0.328
SB2 0.382 0.245 0.236 0.325 0.733 0.091
SB3 0.571 0.452 0.267 0.317 0.770 0.157
TR1 0.113 0.042 0.137 0.175 0.143 0.709
TR2 0.430 0.434 0.446 0.503 0.350 0.887
TR4 0.182 0.240 0.278 0.325 0.137 0.805
TR5 0.326 0.316 0.410 0.328 0.111 0.749

Table 2 indicates that the exterior loads are higher than loads for the rows and columns (Hair 
et al., 2014). There is also proof of legitimacy that is discriminant validity (Hair et al., 2014). 

Fornell and Larcker Criterion (1981) is a device of testing discriminant validity. The diagonal 
line indicates the square root of the construct’s AVEs, and it should be greater than the inter-
item correlation values of the rows and columns construct. In Table 3, it is clarified.

Impact of Relationship Marketing on Customer Retention in Higher...
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Table 3: Fornell and Larcker Criterion

Constructs Customer
Orientation Commitment Retention Customer

Satisfaction
Social 
Bond Trust

Customer
Orientation 0.744 0 0 0 0 0

Commitment 0.7284 0.828 0 0 0 0
Retention 0.6308 0.6656 0.803 0 0 0

Customer
Satisfaction 0.6773 0.7315 0.7661 0.785 0 0

Social Bond 0.6118 0.503 0.3927 0.5146 0.760 0
Trust 0.3821 0.3855 0.4471 0.4654 0.2639 0.791

Table 3 shows that for each row and each column, diagonal line scores are greater, so 
discriminating validity is verified, and each construct is different from each other, and the 
study is sufficient for final review.

Structural Model
The structural model tests the hypotheses. Variance Based Structural Equation Modeling run 
the bootstrapping of 5000 resamples and beta value of the constructs, t-value, and coefficient 
of determination (R2) was achieved. It is explained in Figure 3. 

Figure 3: Structural Model
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Figure 3 shows items and path coefficients on t-values. The relationship between exogenous 
and endogenous constructs was evaluated at a 5 percent level of significance for path 
coefficient (β) and a t-statistics value greater than 1.96 (Hair et al., 2012). Coefficient value is 
also considered, which explains the model’s variation (Henseler et al., 2015). Path coefficients 
are shown in Table 4. 

Table4: Path Coefficients
Path Beta t-value Decision

H1: Trust -> Customer Orientation 0.093 2.304 Supported
H2: Commitment -> Customer Orientation 0.532 8.044 Supported
H3: Social Bond -> Customer Orientation 0.320 4.661 Supported
H4: Trust -> Satisfaction 0.201 3.706 Supported
H5: Commitment -> Customer Satisfaction 0.565 9.749 Supported
H6: Social Bond -> Customer Satisfaction 0.178 3.425 Supported
H7: Customer Orientation -> Customer Retention 0.207 2.811 Supported
H8: Customer Satisfaction -> Customer Retention 0.626 9.030 Supported

Table 4 illustrates the hypothesis testing.  It is found the relationship between trust and 
customer orientation (β=.093; t-value=2.304), commitment and customer orientation (β=.532; 
t-value=8.044), social bond and customer orientation (β=.320; t-value=4.661) are significant, 
providing support for H1, H2 and H3. 

Similarly, the relationship between trust and satisfaction (β=.201, t-value=3.706), commitment 
and satisfaction (β=.565, t-value=9.749), and social bond and customer satisfaction (β=.178, 
t-value=3.425) are significant, thus supporting for H4, H5 and H6. 

Further the relationship between customer orientation and retention (β=.207, t-value=2.811) and 
satisfaction and customer retention (β=.626, t-value=9.030) provide support for H7 and H8. 

Conclusion
This research is done to measure the impact of relationship marketing on customer retention 
in higher education. It is found trust; commitment and social bond are the significant 
predictors of customer orientation. Trust, commitment, and social bond are also significant 
predictors of customer satisfaction. Customer orientation and customer satisfaction also 
positively influence customer retention. This study aligns with Hennig-Thurau (2004) that 
customer orientation of service personnel leads to customer satisfaction and retention. It 
can be confirmed that there exists a significant positive relationship between relationship 
marketing, customer orientation, customer satisfaction, and customer retention. This study is 
consistent with the finding of Bruno-Britz (2008), Datta et al. (2018), and Rootman et al. (2011) 
that relationship marketing influences customer retention.  Due to relationship marketing in 
a successful organization, customers are always loyal to the organization and happily accept 
the organization’s products and services, which leads to higher customer satisfaction and 
customer retention.

Impact of Relationship Marketing on Customer Retention in Higher...
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