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Abstract

Customers are an integral part of any business; therefore, organizations have
to build their customer loyalty in order to achieve long-term profitability.
Supermarkets, in their efforts to achieve customer satisfaction, try to be more
creative and engaged with their customers in order to get their loyalty. This
study aims to explore the relationship between customer satisfaction and
customer loyalty in supermarket retailers in Jeddah city, Saudi Arabia. In ad-
dition, factors affecting customer loyalty and customer loyalty programs are
analyzed by conducting an empirical study. The results show the factors that
encourage customer loyalty to a specific supermarket are the location of the
supermarket, price, variety of products, promotion activities and member-
ship, respectively.
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1. Introduction

Customers are an integral part of any business; the main purpose for all busi-
nesses is to satisfy customer needs and generate profit for itself. Because cus-
tomers are an essential source of revenue, it is important to define how custom-
ers prioritize product or service costs, delivery time, variety and quality in order
to satisfy their expectations through its product or service. When organizations
build customer loyalty, they can achieve long-term profitability. Loyalty is not
just about continuing to buy from the organization. Customers might repeat
purchasing for many reasons rather than being loyal, for example, if the organi-
zation provides the lowest cost in the market, if there is a contractual arrange-
ment with the organization, if it takes too much effort or money to change sup-

pliers or if shopping there has become a habit. Loyalty also involves a customer
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believing that the products or service offers of the organization are the best op-
tion. Organizations must put effort into highly satisfying their customers to en-
hance customer loyalty, thereby enabling them to increase the sales of newly
launched products and protect them from their competitors (Gobiraj & Nima-
lathasan, 2011). Studies have also shown that keeping existing customers is more
profitable than acquiring new customers, since the cost of retaining old custom-
ers is less than generating new customer demand (2011).

Most organizations seek to gain a competitive advantage by exceeding cus-
tomer expectations, not just satisfying them (Kotler, 2003). Nowadays, custom-
ers have access to a variety of data on many organization sectors, so they are
willing to monitor the trade of many competitors and stick with organizations
that provide competitive customer experience. Hence, it is more difficult to build
customer loyalty.

Supermarkets are one of the most important retailers for customers where
they can buy their needs for life. Recently loyalty has become a major focus for
supermarkets as a way to measure their success, increase their productivity and
raise profits. Loyalty can be defined as “A customer continuing to believe that
your organization’s product/service offer is their best option. It best fulfills their
value proposition whatever that may be. They take that offer whenever faced
with that purchasing decision” (Ranade, 2012). According to the previous defi-
nition, customer loyalty is more than just a customer returning to the same store
for their needs each time. It is a relationship where the more you receive. There-
fore, loyalty is a relationship, the more you provide the more you receive, which
means that supermarkets have to provide promotions, discounts or offers to
customers in order to enhance the relationship and to create loyalty.

Supermarkets nowadays seek to gain customers’ loyalty through different
ways to make customers feel precious. So loyalty can achieve through offers,
discounts and quality servicers/products. Therefore, customers will be loyal
when the supermarkets understand and study well the customers’ desired needs.
The main idea is to know how loyalty affects the customer’s behavior and their
action to determine the best way that let supermarkets increase loyalty.

This paper analyzes the relationship between customer satisfaction and cus-
tomer loyalty in Jeddah supermarkets. It seeks to identify the main factors that
affect customer loyalty among supermarket retailers. This will help to establish
loyalty programs that would increase the probability of customers giving super-
markets repeat business. Supermarkets in Jeddah city are not providing much
attention to customer loyalty. They might have little awareness of the factors that
enhance customer loyalty or about applicable loyalty programs. This study aims
to enhance and improve the awareness of Jeddah supermarkets’ customer loyalty
through conducting an empirical study to assess the main factors affecting
loyalty. It examines how customer satisfaction correlates with their loyalty to the
supermarket. Furthermore, the study analyzes different kinds of loyalty pro-

grams in order to determine the most effective program for customers.
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2. Literature Review

Customer loyalty is to be committed to re-buying a preferred product or service
in the future. Companies consider customer loyalty to be a key factor for their
success. In the 1980’s companies spent millions on developing customer rela-
tionship management programs in order to build customer loyalty. Nowadays,
customer loyalty is even more important due to an increase in competition and
the fact that customer loyalty doesn’t only apply to purchasing a product or ser-
vice; customers can recommend the product or service to a friend or associates
(Khan, 2013).

Customer loyalty nowadays has become an important factor that can increase
a business’ competitiveness and affect marketing. Customer loyalty is considered
an intangible asset in business. Research has shown that brand loyalty is linked
to business performance (Reichheld, 2003). To define the loyalty is the reflecting
of how likely the customers will be able to switch to different brand market es-
pecially when other market is providing a different price, product, services and
communication. So loyalty affecting the customer’s feedback and their action to
determined which brand or market to go to. Finding an accurate measure of
customer loyalty is essential important due to its link with profitability (Reich-
held, 2003; Salegna & Goodwin, 2005). Most studies categorize customer loyalty
to one of two types: either attitudinal or behavioral (Moisescu, 2014).

The success of any organization depends on customer satisfaction with the
organization. When a customer is satisfied he will most likely be loyal to this or-
ganization. A study was conducted on five supermarkets in the city of London
which were selected as cluster sampling (Gandhi, Gobiraj, & Nimalathasan,
2010). Ten customers from each supermarket answered a questionnaire that
used a seven-point Likert scale to measure satisfaction. This study found that
77.89% of the total variance was accounted by nine factors out of 27. These fac-
tors are: sales promotion, provision of information, management, recommenda-
tion of the product or service, new brand, the value of brand, innovative, ben-
chmarking and environmentally friendly organization. The study advises the
following to help improve customer loyalty: 1) Customer care should be im-
proved to make the customer satisfied with the service and therefore loyal; 2)
Employee training is important as good staff with proper training should help
keep customers satisfied; 3) Providing a wide variety of products that covers the
needs of different ethnic groups; 4) Having good infrastructure, including com-
fortable facilities, good location, adequate parking spaces, fair prices, and a
friendly atmosphere. All of these factors help to ensure that the customer is
happy and satisfied (Gandhi, Gobiraj, & Nimalathasan, 2010).

The supply chain macro is divided into three categories: Customer Relation-
ship Management (CRM), internal supply chain management (ISCM) and
supply Relationship Management SCM. This study focuses on CRM and its rela-
tionship with the customer loyalty. CRM describes the relationship between the
organization and its customers and focuses on the interface. The aim of devel-

oping CRM is to increase the profits of the organization and customer satisfac-
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tion. Since customer satisfaction and customer loyalty is one of the highest
priorities of any organization to get success. When customer satisfaction reaches
a certain level, the customer takes on the role of free advertiser for that organiza-
tion (Gandhi, Gobiraj, & Nimalathasan, 2010). Previous research has shown that
the cost of maintaining existing customers is less than the cost of finding new
ones. Therefore, increasing customer loyalty should be a part of any CRM strat-
egy. Of course, each organization has its own CRM strategy. Different factors
that make the customer satisfied and be loyal are behavior of employee, quality
of customer services, relationship development and interaction management
(Long & Khalafinezhad, 2012).

During the present economic crisis, customers have started to spend less and
save more. To compete in this crisis, companies are using several mechanisms to
increase their number of shoppers such as promotions, providing goods at lower
prices and offering more rewards to loyal customers. To generate more profits,
loyal customers can help to increase purchases, reduce operating cost and to in-
crease profit margin. Companies have discovered that they can survive in this
competition when they establish a deeper relationship with their customers.
Many companies have developed a customer relationship management (CRM)
system that would help to capture and analyze customer information. This in-
formation allows them to divide their customers into categories depending on
demographics, preference, etc., which helps them to customize services or prod-
ucts or to customize rewards to suit customers. Recently research and survey stu-
dies indicate that over 55 percent of CRM failed for several reasons: lack of support
of top management, lack of customer trust, etc. T&T, an Australian supermarket,
conducted a study to examine the pros and cons of different types of loyalty pro-
grams (Ho, 2009). They analyzed different loyalty programs adapted by competi-
tors to enable them to examine the feasibility of developing loyalty programs. After
this study they introduced four VIP loyalty programs. The study proposed differ-
ent features of rewards for four different types of customers (Ho, 2009).

Several studies defined that there is a significant impact of customer brand
identification on customer brand loyalty, whether it is direct or indirect. An em-
pirical study by Nikhashemia, Paimb, Osmanc, and Sidind (2015) of the cus-
tomers of Malaysian hypermarket customers found three factors that have a sig-
nificant effect on brand loyalty: customer brand identification, brand trust and
word-of-mouth communication. They determined that word-of-mouth com-
munication had a greater positive effect than the brand trust factor. Also, they
found that customer brand identification has an indirect effect on customer
loyalty, not a direct effect as some studies conclude, since it has a key role in
building customer loyalty via brand trust and word-of-mouth communication.
In addition, Terblanche (2011) found that word-of-mouth communication is af-
fected by many factors. It is affected directly by store image dimensions of utili-
tarian value, staff competence and store image congruence. The utilitarian value
refers to the customer satisfaction about the end result of a consumption activi-

ty. On the other hand, staff competence concentrates on staff attitudes, beha-
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viors, experience and their ability to inspire and help the customer. The last fac-
tor, image congruence, relates to the relationship between store image and cus-
tomer self-image. Nevertheless, the study also found that other factors that affect
word-of-mouth communication indirectly such as merchandise quality and va-
riety and accessibility of location via cumulative satisfaction and loyalty (Ter-
blanche, 2011).

In Summary, the literature review shows that there is a need to analyze the re-
lationship between customer satisfaction and customer loyalty in different cities
based on the customers’ behavior. Nevertheless, it is important to identify the
main factors that affect customer loyalty among supermarket retailers. Super-
markets in Jeddah city are not paying much attention to customer loyalty.
Therefore, there is a need to study Jeddah supermarkets customer’s loyalty
through conducting an empirical study to assess the main factors affecting
loyalty and examine how customer’s satisfaction correlates with their loyalty to

the supermarket.

3. Methodology

This study aims to explore the relationship between customer satisfaction and
customer loyalty in supermarket retailers in Jeddah city. In addition, the factors
affecting customer loyalty and customer loyalty programs will be analyzed. All
these analyses are in order to identify the most suitable programs that would
enhance loyalty. After reviewing the relevant literature, a questionnaire was de-
veloped, surveying consumers among various supermarkets in Jeddah city.

To achieve the research objective, a survey questionnaire was applied to inves-
tigate the satisfaction and behaviors of customers towards various supermarkets
in Jeddah. The questionnaire was distributed to a handiness sample of 2000 Jed-
dah supermarket customers in five major strata: Danube’s consumers, Panda’s
consumers, Manuel’s consumers, The Farm’s consumers and Al-Rayah’s con-
sumers.

The questionnaire analyzes customer loyalty in the five leading retail super-
markets in Jeddah. The survey questions were validated based on experts’ advice

and information from relevant literature.

4. Data Analysis

The number of family members was an important factor to consider when ex-
amining customer loyalty, because bigger families always tend to go to the best
supermarket that give good services and prices that suit their budget. In looking
at number of family members, the largest group, 72.8%, had more than four
members in the family. However, to know what the favorite supermarket for the
targeted segment is, most of the responses were equal, 37% for Panda and 37%
for Al-Danube. To study the main reasons why customers like to visit a specific
supermarket, the options that were given included price, verity of product, pro-
motion activity, membership and location of the supermarket.

The findings are summarized and presented in Table 1 below.
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Table 1. Extent to which selected factors affect customer loyalty.

Extent to which selected Response (%)
factors affect customer Mean Ranking
loyalty Panda Al-Danube Al-Raya Manuel Farm

Price 91 52 29 17 15 40.8 2
variety of products 91 54 16 18 25 40.8 2
Promotion activities 81 58 23 23 18 40.6 3
Membership 74 61 27 17 25 40.4 4

The location of the
82 57 27 27 16 41.8 1

supermarket
N = 2000

The reason for customers to be not interested in customer loyalty programs
was because 71.5% of customers didn’t know about loyalty programs. When
customers were asked what they thought the best way to increase the awareness
of loyalty programs was, 50% of the responses suggested using SMS messages,
20% brochures, 18.5% internet advertising and 11.5% posters (Table 2).

The favorite type of loyalty program for customers, with 49.5% choosing it,
was one that gave discounts. Loyalty programs were shown to affect purchase
activities and 53% of customers are willing to spend more money on buying
goods from these supermarkets that over such programs (Table 3).

In addition, most of the participants, around 85%, strongly agreed that having
a loyalty card would make them want to shop at that supermarket more fre-

quently.

5. Results and Discussion

This paper concentrates on the factors that affect supermarket customers’ loyal-
ty. Therefore, beside the field survey that was distributed and analyzed. The
secondary data was information from supermarket websites and previous studies
related to the research topic and findings. The analyses of the two types of data
were linked in order to enhance the findings of the study and reduce the preju-
dice and bias for the readers.

The study found that Danube and Panda are the two supermarkets in Jeddah
that have the most developed loyalty rewards programs. Actually, they have a
strong CRM, since they support their supermarket with high customer services
quality and continuous improvement of customer relationship. Nevertheless, the
results of the survey found that customer satisfaction encourages customers to
repeat their visit and be more loyal to the supermarket. Danube supermarkets
provide their customers with online shopping, promotions activities, high varie-
ty, availability and high quality of goods. Nevertheless, they enhance the cus-
tomer communication through their website, YouTube channels and other so-

cial media communication, all of which provide the customer with important
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Table 2. Suggestions to increase customer knowledge about loyalty programs.

Suggestions to increase customer knowledge

about loyalty programs Response (%) Mean Ranking
Brochures 20.1 20.1 2
Poster 11.3 11.3 4
SMS messages 49.5 49.5 1
Internet advertising 19.1 19.1 3
N =200 100

Table 3. The favorite loyalty programs for customers.

The favorite rewards system for customers Response (%) Mean Ranking
Loyalty card 20.6 20.6 2
Voucher 9.8 9.8 4
Discounts 49.5 49.5 1
Free goods 20.1 20.1 3
N =2000 100

information such as the latest promotions, goods availability, new goods, etc
(Danube Co.). Panda supermarkets enhance their customer satisfaction through
weekly promotions, high variety of goods, availability and quality. They have al-
so developed a Panda connect program in addition to their website (Panda).
This program concentrates on enhancing customer communication through the
Panda application, which is available in APP and Android stores. Furthermore,
they provide the customer with communication channels on all social media
such as Facebook, Twitter, Instagram and YouTube (Panda). The loyalty pro-
grams that are applied by Danube and Panda supermarkets have a strong impact
on customer loyalty and the survey results supported this. However, the study
found that most of the consumers were interested in loyalty programs, as shown
in Table 3, but do not have complete awareness about them. Customers need to
enhance their knowledge through SMS massages brochures, and internet adver-
tisements. Participants suggested that supermarkets offering them loyalty cards
in order to help them increase their loyalty and purchasing activities. However,
they prefer discount promotions more than loyalty cards, as shown in Table 3.
The majority believe that it would increase their purchasing activities. Therefore,
the supermarkets’ management has to make an effort to improve CRM in order
to enhance customer loyalty and support word-of-mouth communication, which
is a powerful promotional and advertising tool. Word of mouth communication
should be considered as part of the business marketing strategy since the study
found that when customers tell their friends and family about their experience
with the supermarket. Therefore, the positive word-of-mouth communication

will be reached if customers had a good experience while visiting the supermar-
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ket and if all their needs were satisfied. This means that customer satisfaction
and loyalty are the major factors affecting word-of-mouth communication.
Nikhashemia, Paimb, Osmanc, and Sidind (2015) and Terblanche (2011) found
the same result about this kind of marketing strategy. However, the study illu-
strates that the family size and income impact loyalty indirectly. Nevertheless,
most of the targeted populations were loyal to the supermarkets if it is satisfied
their expectations and needs.

Table 4 shows that the study classified customer loyalty into five groups, ac-

cording to customer’s satisfaction category.

5.1. Customer Loyalty Group I: Price

Group I loyalty depends on the provided price. Therefore, they are loyal to the
supermarkets that provide them with the lowest price. They do not care about
the variety, availability of the products or the location. To satisfy this category,
the supermarkets have to decline the unit costs and be more efficient. Unit costs
decline by increasing economic scale and product aggregation, which is pro-
duced by utilizing the capacity of storage and transportation. This utilization will
decrease the number of supermarket facilities, which will lead to reduce inven-

tory and transportation costs.

5.2. Customer Loyalty Group II: Variety of Products

This group is satisfied if the supermarket provides high variety of products.
Therefore, to satisfy them the supermarkets have to be more responsible than
being efficient. The responsible supermarket tends to respond to a higher range

of demand which increase costs.

5.3. Customer Loyalty Group III: Promotion Activities

To satisfy this group, supermarkets have to provide continuous promotion ac-
tivities. They might provide discount, Buy 1 Get 1 free, weekly, and monthly or
holiday promotions.

5.4. Customer Loyalty Group IV: Membership

Some customers are more loyal to the supermarkets that provide their customer

with membership cards (also called loyalty cards). These cards help customers

Table 4. Customer loyalty groups.

Customer Loyalty Groups Response (%) Ranking
Customer Loyalty Group I: Price 40.8 2
Customer Loyalty Group II: Variety of products 40.8 2
Customer Loyalty Group III: Promotion activities 40.6 3
Customer Loyalty Group IV: Membership 40.4 4
Customer Loyalty Group V: Supermarket location 41.8 1
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get a discount on a current purchase or to collect points that they can use for fu-
ture purchases. Furthermore, this is a benefit to supermarkets as can they use
these cards to analyze individual customer information. It helps supermarkets to
find the shopping patterns, variation and frequency of purchases, and also to
find out favorite brands. Therefore, they can email discount coupons or offers
for each customer based on their previous purchases. However, this strategy is

not effective for customers who want instant impacts such as groups I and III.

5.5. Customer Loyalty Group Vs Supermarket Location

For some customers, supermarket location is important. To satisfy this group,
supermarkets need to be more responsible by increasing the number of its facili-
ties. This will decrease the response time for the customer to get his order.

A conceptual framework is provided in Figure 1. The conceptual framework
conducts the main results that were retrieved through the field survey. It
presents the independents’ variables that affect customer satisfaction and loyalty.
The independent variables are customer services quality and customer relation-
ship improvement, which have a direct impact on improving CRM of the su-
permarket. In addition, Long and Khalafinezhad (2012) found the same results
but they consider the behavior of the employee with the customer and relation-
ship management as independent variables beside services quality and customer
relationship improvement. Customer services quality is concentrated on pro-
viding the customers with all their needs such as product availability, variety,
order visibility, return ability, response time and time to market. Product variety
is obtained by increasing the number of products offered by the supermarkets
while the availability is acquired by increasing the probability of having a prod-
uct in stock. Order visibility is the ability of customers to track their products.
To improve order visibility, supermarkets need to classify their products into
separate sections such as food, cleaning suppliers, electronics, health and beauty,
etc. Return ability refers to the ease with which a customer can return unsatis-
factory goods. Response time is the time it takes the customer to receive an or-
der. Time to market refers to the amount of time required to bring new products
to the supermarket. Furthermore, the second independent variable which is
customer relationship improvement, concentrates on enhancing and utilizing
the relationship between the supermarket and the customer. Supermarkets can
improve their relationship with the customer by providing new communication
methods such as providing official accounts in all social media. In addition, they
can provide mobile applications to inform customers of new offers or products
and promotions. Table 2 shows that they also can use SMS messages, a website
or Internet advertisements. These two independent variables have a direct im-
pact on CRM since it refers to the management of all the processes that focus on
the interface between the supermarket and its customer. The improvement in
CRM will enhance customer satisfaction, which in turn will enhance customer

loyalty.
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Independent variables

Customer Relationship

Customer Service Quality Improvement

Customer Satisfaction becocoocp Customer Loyalty

Dependent variables

Figure 1. Conceptual framework.

6. Conclusion

This study includes a literature review and field survey of customer loyalty to
find the main factors that affect customer satisfaction using customer relation-
ship management (CRM) to analyze and find out the potential factors that could
improve satisfaction. Customer loyalty is achieved through how much the su-
permarkets are willing to provide the best services that they could have. Cus-
tomer loyalty can be enhanced through several factors such as discounts, mem-
bership and availability of products. The primary importance in respect of cus-
tomer loyalty and supermarket owners is service quality, offering more products
with more flexibility and reasonable prices. Future studies might study the suc-
cessful retailers worldwide to come up with new innovative techniques to in-

crease customer loyalty.
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