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Abstract

In today's heightened ethical awareness and increased competitive pressure, the implications of ethical behavior
for financial institutions have become a vital determinant of customer loyalty. The purpose of this study is to
develop a conceptual framework to investigate the relationship between ethical sales behavior, relationship quality,
and customer loyalty. The proposed model is tested on data collected from 217 bank customers. Structural
equation modeling technique was employed using AMOS 7.0 to verify the reliability and validity of the multi-item
scales and to test the hypothesized relationships. Result indicates that ethical behavior did increase customer
loyalty to the bank; yet this effect was not direct, but mediated by customer trust and customer commitment to the
bank. Findings also indicate that, customer trust in the bank has positive effects on customer commitment to the
bank. The result of this study positions customer trust and customer commitment as the primary mechanism
through which the beneficial effects of ethical sales behavior are realized. However, the study show that perceived
ethical behavior has a major impact on the development and maintenance of the customer-bank relationship.
Bank manager, which value the critical importance of long term relationships with their customers, should achieve
an environment where the potential for unethical behavior is at a minimum.

Keywords: Ethical sales behavior, Relationship quality, Customer loyalty, Customer trust, Customer
commitment, Bank customer, Structural equation modeling

1. Introduction

In today's heightened ethical awareness and highly competitive environment in the financial services industry,
the ability of a financial institution to compete on price has become increasingly difficult. Therefore, most
service marketers recognize today the importance of initiating and maintaining enduring relationships with
customers (Liu et al. 2008; Sin et al., 2002; Narayandas & Rangan, 2004; Lam & Burton, 2006; Lemon et al.
2002; Wang et al., 2008; Wilson, 1995). This is particularly true in services contexts such as financial services,
characterized by continuous exchange activity and considerable purchase uncertainty. For a bank to maximize its
long-term performance in such aspects as customer retention and loyalty, it must build, maintain and enhance
long-term and mutually beneficial relationships with its target customers (Alrubaiee & Alnazer, 2010; Reynolds
& Beatty, 1999; Levesque & McDougall, 1996). However, in this era of strategic customer relationship
environment, business ethics has become a significant boardroom topic (Nill & Schibrowsky, 2007; Dunfee et al.
1999). The implications for financial institutions are that it is of increasing importance that new, non-price factor,
such as ethical sales behavior of salespeople is used as a means of differentiation, to achieve higher revenue
growth and improved market share (Roman, 2003; Ferrell et al., 2007). The focus on building successful
customer relationships puts salespeople in a critical strategic position relative to the customer (Hansen and
Riggle, 2009; Matthew et al., 2007; Schwepker, & David, 2005; Schwepker & David, 2007b; Swan et al.,1999).
Furthermore, ethical sales behavior can play a critical role in the formation and maintenance of long-term
relationships with customers (Roma'n & Ruiz, 2005; Chen & Mau, 2009; Amyx et al., 2008; Schwepker &
David, 2004; Lagace et al., 1991). However, in the financial services context, the salesperson's ability to affect
customer's loyalty and dependency on the financial institution may be determined largely by the behaviors they
implement when interacting with the customer (Reddy and Czepiel 1999; Strout, 2002; Goff et al., 1997; Pressey
& Mathews, 2000). Furthermore, the pressure toward unethical behavior may be even stronger among sales
representatives. Meeting quotas and competing successfully in relatively weak economic times may have caused
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an increase in unethical behavior among sales representatives toward customers (Mantel, 2005; Schwepker et al.,
2007a; Dubinsky & Levy, 1985). However, financial services are highly abstract services characterized by
credence attributes and consequently difficult for consumers to fully understand. Furthermore financial
institutions are vulnerable to many legal and ethical abuses and very expensive forms of corruption. Hence, the
customer must rely on the salespeople for correct information and proper guidance. Because ethics is a central
issue in financial services, and to avoid deceptive sales practices, ethical sales behavior can play a critical role in
the formation and maintenance of long-term relationships with customers (Lamb 1999; Dunfee and Gunther
1999). Therefore, retaining customers and maintaining customer loyalty demands that banks must listen to their
customers and understand their needs (Dibb and Meadows 2001; Adamson & Handford, 2003; lasser et al., 2000;
Selnes, 1998; Dick & Basu, 1994; Prim, 2004). Researches indicate that salespeople who act in an ethical
manner are more effective at building strong customer relationships and their customers are more satisfied with
them, more trusted and/or committed to them (Hansen and Riggle, 2009; Walter et al., 1999; Goff et al., 1997).
If good ethics is good business, the consequences of such initiatives should be enhanced business results. Taking
the “high road” with more ethical strategies should translate into greater market share and return on investment,
which leads to long-term sustainability of organizations (Weeks et al., 2006). However, findings of Vegholm and
Silver (2008) study imply that banks must encourage behaviors that will increase customers’ confidence in the
bank organization. These suggestions are in line with the thoughts of Llewellyn (2005), who argues that it is
important for financial institutions to set guidelines for individual bankers on how to act fairly, and to develop
appropriate training and reward mechanisms. Although many related topic articles were published, Liljander and
Mattson (2002) posited that further studies are required regarding the effect of employee ethical behavior and
particularly salesperson behavior on customer loyalty. Moreover, despite a general recognition that ethical sales
behavior plays a critical role in the relationship development process, there have been limited empirical
demonstrations of this reality (Hansen and. Riggle, 2009). Accordingly, the purpose of this study is to better
understand the relationships among the ethical sales behavior, relationship quality and customer loyalty to bank.
More specifically, study aims to empirically investigate the mediating effect of customers' trust and customer
commitment in ethical sales behavior - customer loyalty relationship. Such understanding could contribute to
improving the ethical behavior of the salespeople and consequently enhance the opportunity to build long-term
profitable customer relationships in the context of Jordanian banking industry. Furthermore, this study is of great
value to the banking sector since it shows bank managers how to gain customers' trust , commitment and loyalty
to the bank through the ethical behavior of their frontline employees.

2. Literature review
2.1 Ethical sales behavior

According to Roman and Ruiz (2005), ethical behavior in the sales relationship context denotes behaviors on the
part of the salesperson that promote the welfare of the customer. Nevertheless, Roman and Munuera (2005)
defined ethical sales behavior as fair and honest actions that enable the salesperson to foster long-term
relationships with customers based on customer satisfaction and trust. Salespersons typically have personal
interactions with the customer and their actions are more readily visible, and unethical behavior can have a
profound effect on the public opinion of the company (Mantel, 2005). Definitions of ethical behavior versus
unethical behavior are based upon the degree to which a proposed act is perceived as right versus wrong, good
versus evil, fair versus unfair, or just versus unjust (Roman, 2003). Ethical sales behavior is a highly elusive
construct and is often situation-specific (Lagace et al., 1991). However, unethical sales behavior as perceived by
the customer is defined as a short-run salesperson's conduct that enables him/her to gain at the expense of the
customer. Examples of such activities include: lying or exaggerating about the benefits of a product/service,
availability, the competition, selling products/services that people do not need, giving answers when the answer
is not really known, and implementing manipulative influence tactics or high-pressure selling techniques
(Cooper and Frank 2002; Futrell 2002). A salesperson’s unethical behavior may negatively impact customer
satisfaction and retention. Dubinsky et al. (1992) contends that unethical salesperson behaviors may result in
customer dissatisfaction, poor word-of-mouth, lost customers, reduced sales and profits (Burnett et al., 2008).
Therefore, the study focuses on salespeople's ethical behavior as perceived by customer who takes place during
the interaction between them and the bank’s salespeople.

2.2 Relationship quality

Relationship quality has been originally termed as a bundle of intangible value that augments products or
services and result in an expected interchange between buyers and sellers (Levitt, 1986). Relationship marketing
quality can be considered as an overall assessment of the strength of a relationship (De Wulf et al, 2001).
Relationship marketing theory suggests that successful relationship marketing results from certain aspects of
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cooperative relationships that characterize successful relational exchanges (Hunt et al, 2005). Relationship
quality is a higher order construct depicting the value customers attach to their relationship with the service
provider (Dorsch et al., 1998). According to Hennig-Thurau and Klee (1997), relationship quality can be seen as
the degree of appropriateness of a relationship to fulfill the needs of the customer associated with that
relationship. However, Berry (1983) perceived relationship marketing as a tool from which customer loyalty can
be secured and, as a result, the attainment of higher competitiveness and enhanced customer satisfaction can be
achieved. Relationship marketing represents a strategic response by firms to gain competitive advantage (Takala
and Uusitalo, 1996). This response is based on the theory that appreciation of the interdependence of market
players, and mutual effort based on trust and commitment, would allow firms to remain competitive (Veloutsou
et al., 2002). Research suggests that the benefits of relationship marketing are many, including improvements in
competitive advantages in the marketplace superior financial performance and increased levels of customer
satisfaction. According to Arnett and Badrinarayanan (2005) studies suggest numerous factors that influence
relationship marketing success i.e. relationship quality, even though three factors consistently identified as
important are trust, commitment and communication. Nevertheless, most research has conceptualized the effects
of relationship marketing on outcomes as fully mediated by one or more of the relational constructs of trust,
commitment, satisfaction, communication and/or relationship quality ( Alrubaiee & Alnazer,2010). It has been
conceptualized as a higher-order construct consisting of several distinct, though related dimensions, with critical
importance of relationship satisfaction, trust and relationship commitment (Bonnin et al., 2005). Researchers
have suggested that these Components are merely indicators of the global mediator relationship quality, which is
an overall assessment of the strength of a relationship and is conceptualized as a multidimensional construct that
captures the many different facets of an exchange relationship. Its structure and underlying dimensions vary
across empirical studies, but central to the conceptualization is the belief that no single dimension or relational
construct can fully define the overall depth or climate of an exchange relationship (Johnson et al., 1999;
Garbarino & Johnson, 1999; De Wulf et al, 2001; Alrubaiee & Alnazer, 2010). For example, Morgan and Hunt
(1994) propose that trust and commitment are both key to predicting exchange performance, whereas some
others suggest that either trust or commitment alone is the critical relational construct (Palmatier et al., 2006).
Another school of thought suggests that the global construct of relationship quality, as reflected by a
combination of commitment, trust, and relationship satisfaction, offers the best assessment of relationship
strength and provides the most insight into exchange performance (De Wulf et al, 2001). However, the study
conceptualizes a relationship quality as a bank’s ability to identify, develop, and manage cooperative
relationships with key customers characterized by trust and commitment. Therefore, the development of a
relationship quality is important to develop long-term relationships with key customers.

2.3 Trust

One of the goals in the regulation and supervision of financial markets is to enhance trust in financial institutions
and in the financial system (Masciandro et al., 2007; Grunbichler and Darlap, 2003; Hasan and Severiens, 2001).
The objective of financial institutions is, therefore, to convey trust to their customers so as to comply with
regulatory standards (Ferna'ndez-Laviada, 2007; Vegholm and Silver, 2008). The majority of definitions for
trust describe it as the belief by one firm that a partner will perform actions producing positive results for the
former (Alrubaiee & Alkaa’ida, 2011). As Sirdeshmukh et al., (2002) stated trust is the expectations held by the
consumer that the service provider “can be relied on to deliver on its promises”. Hall (2005) explains that those
who trust have an expectation that the trusted person will behave with goodwill towards them and with
competence in the domain in which he or she is trusted (or in caring for that with which he/she is entrusted).
Customer trust in the relational sales context can be defined as a confident belief that the salesperson can be
relied upon to behave in such a manner that the long-term interest of the customer will be served (Crosby et al.,
1990). According to Morgan and Hunt (1994) describes trust as" when one party has confidence in an exchange
partner’s reliability and integrity,” is a central component in all relational exchanges. Trust regarded as a key
ingredient for the development of long-term business and has been recognized as a highly significant tool for
enhancing company relationships (Berry, 1995). Speckman (1988) posited that trust is central relationship
construct; it has been referred to as “the cornerstone of the strategic partnership". According to Cater and Zabkar
(2008) trust is belief, feeling or expectation about an exchange partner which can be judged from the partner's
expertise, reliability and intentions. Mishra et al. (2008) posited that there are four dimensions of trust (i.e.,
reliability, openness, competence, and concern). Studies in the financial services industry revealed that trust is
one of the most significant attributes valued by customers (Roman, 2003).

Published by Canadian Center of Science and Education 9



www.ccsenet.org/ijms International Journal of Marketing Studies Vol. 4, No. 1; February 2012

2.4 Commitment

In the relationship marketing literature the concept of commitment plays a central role, as it is a major
characteristic of relationship marketing models (Alrubaiee & Alnazer, 2010). Research suggests that relationship
commitment is at the core of all successful working relationships and that it is an essential ingredient in
successful long-term relationships (Anderson and Narus, 1990). Relationship Commitment refers to an implicit
or explicit pledge of the continuity of a relationship between exchange partners. It has served as the dependent
variable in several relationship marketing models including those describing buyer-seller relationships and
channel behavior; it is a good indicator of long-term relationships (Morgan and Hunt, 1994) and is thought to
represent the peak in relational bonding (Dwyer et al., 1987). Commitment has been operationalized in several
ways, including desire to continue the relationship, willingness to make short-term sacrifices, confidence in the
stability of the relationship, and investments in the relationship (Kim & Frazier, 1997).

2.5 Customer loyalty

Customer loyalty is defined by Oliver (1999) as a deeply held commitment to re buy or re patronize a preferred
product or service in the future despite there are situational influence and marketing efforts having the potential
to cause switching behavior " (Yim et al. 2008). Fornell (1992) thinks that loyalty is the function of satisfaction,
switching barriers and voice. Loyal customers may not be always satisfied, but satisfied customers are apt to be
loyal (Fornell, 1992). Bitner (1990) describes loyalty as a process. At the end of the process, satisfaction has
effects to perceived quality, which could cause loyalty and intention to certain behavior (Alrubaiee & Alnazer,
2010). An expectation of continuity reflects the customer’s intention to maintain the relationship in the future
and captures the likelihood of continued purchases (Palmatier et al., 2006). Increased customer loyalty is one of
the most common outcomes expected from relationship marketing efforts.

2.6 Relationship among study variables

Researches indicate that successful relationship marketing efforts, i.e. relationship quality, improve customer
loyalty and firm performance through stronger relational bonds (e.g., De Wulf et al., 2001; Sirdeshmukh et al.,
2002; Alrubaiee & Alnazer, 2010). Trust and commitment are often jointly examined in relationship marketing
research. Many researchers regard trust as an antecedent of both commitment and successful relationships (Cater
& Zabkar, 2008; Stanko et al, 2007). However, studies suggest that trust as one of the prominent behavioral
determinants of commitment (Morgan and Hunt, 1994; Coote et al., 2003; Doney & Cannon, 1997; Karande et al,
2008). Trust has a direct positive impact on commitment. Trust diminishes the perceived risk and vulnerability in
a relationship and thus leads to a higher commitment to the relationship. Trusted parties can be relied upon to
fulfill their expectations, which results in greater commitment (Ganesan, 1994). If a supplier is not perceived to
be benevolent, honest or competent enough to show useful behavior regarding the relationship in question, the
customer cannot rely on this supplier and thus will show no commitment towards the relationship (Morgan and
Hunt, 1994). Cater& Zabkar (2008), thus, suggests that in relationships where trust is high, it is more likely that
clients will continue the relationship because they like the provider and enjoy working with him. Therefore,
several studies have found empirical evidence about the positive influence of trust on commitment. Alrubaice &
Alnazer (2010) study provides initial empirical evidence of the impact of relationship marketing on bank
customer loyalty. Holden (1990) suggests that the salesperson’s cthical sales behavior is positively related to
customer trust. The results of Chen and Mau, (2009) studies show that ethical sales behavior plays a major role
in affecting customer trust. Moreover, customer trust is an important mediating determinant between the
salesperson’s ethical sales behavior and customer loyalty. In addition, Sanzo et al. (2003) found that, trust and
commitment directly affect loyalty to supplier. On the other side, Wray et al. (1994) had suggested, that ethical
sales practices, as perceived by financial services customers, increased customer trust in the salesperson.
Likewise, different exploratory studies have shown that customer trust in the salesperson can be earned by the
honest actions of sales representatives (Beatty et al. 1996), as well as low-pressure selling techniques (Strutton et
al. 1996; Kennedy et al. 2001).Consistent with previous studies, Roman (2003) had investigated the direct
consequences of ethical sales behavior. The study indicates that, this behavior had a positive impact on customer
satisfaction with the core service, trust and loyalty to the company. Furthermore, Hansen and Riggle (2009)
indicated that the relationship between ethical sales behavior and buyer commitment to the salesperson is
completely mediated by buyer trust in the salesperson. Their finding revealed that the effect of ethical sales
behavior on buyer commitment to the salesperson flow only through buyer trust in the salesperson.
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3. Conceptual framework and hypotheses development
3.1 Conceptual framework

It is now possible to develop an overall model summarizing the hypotheses and reflects a causal ordering derived
from the literature reviewed above. The proposed structural model guiding this research is depicted in Figure 1.
It builds on core linkages between study variables: ethical sales behavior, customer trust, customer commitment
and customer loyalty. As can be seen in the figure, the relationship quality as mediator consists of tow constructs:
customer trust and customer commitment. The research hypotheses are represented in the Figure. Ethical sales
behavior is believed to have a positive relationship with customer trust, customer commitment and customer
loyalty (H1, H2 and H6). It is suggested also that the relationship quality variables: trust and commitment, lead
to customer loyalty to the bank (H4 and HS5). Customer trust is posited to have a positive influence on customer
commitment (H3). Finally, as for indirect effects, customer trust and customer commitment are proposed as the
key mediators that connect or bridge ethical sales behavior with customer loyalty (H7).

Insert Figure 1 here
3.2 Research hypotheses

The hypothesized relationships of the proposed structural model guiding this research are illustrated in Figure 1.
Therefore, to examine these relationships the following hypotheses are formulated:

H1: Ethical sales behavior has a positive effect on customer trust in the bank.

H2: Ethical sales behavior has a positive effect on customer commitment to the bank.

H3: Customer trust in the Bank has a positive effect on customer commitment to the Bank.
H4: Customer trust in the Bank has positive effect on customer loyalty to the bank.

HS5: Customer commitment to the Bank has a positive effect on customer loyalty to the bank.
He: Ethical sales behavior has a positive direct effect on customer loyalty to the bank.

H7: Relationship quality (i.e. Customer trust and Customer commitment) mediates the effect of ethical sales
behavior on customer loyalty to the bank.

4. Research methodology

This study is exploratory, quantitative in nature, aiming to develop a better understanding of the relationships
among the ethical sales behavior, relationship quality and customer loyalty to the bank. More specifically, the
study intends to empirically investigate the direct and indirect effect of ethical sales behavior as perceived by
customer on his loyalty to the bank through customer trust and customer commitment as mediators.

4.1 Selection of sample and respondents demographics

The proposed research model is tested in the context of bank industry because financial services are highly
abstract services characterized by credence attributes and consequently difficult for consumers to fully
understand (Howe et al., 1994). Therefore, the customer must rely on the bank salesperson for correct
information and proper guidance (Roma'n & Munuera, 2005). Consequently, bank industry can adequately
reflect the actual characteristics of ethical sales behavior relationships. Accordingly, the study is empirical based
on the primary data collected from a sample of bank customers in Amman — Jordan. The study was carried out in
2010 on a convenience sample from four main Jordanian commercial banks: Arab Bank, Jordan-Kuwait Bank,
Housing Bank for Trade and Finance and Ahli National Bank. Questionnaires were administered to a total of 320
bank customers within the area of Amman. A total of 226 respondents returned surveys, of which nine
questionnaires were rejected due to the lack of some information. Thus, 217 valid questionnaires were finally
obtained, giving response rate of 67.8 per cent, a rate that is regarded as good. Since the questionnaire was
administered in Arabic, the questionnaire was drafted in English and translated into Arabic thereafter.

The participants in this study were predominantly males (54.4 percent), majority (53.4 percent) of the
respondents were ages up to 40 years old. In terms of education, most of them (65.4 percent) were university
graduates (possessed a bachelor degree) and the majority of the respondents work in the private sector (49.3
percent). Finally (55.1 percent) of the respondents were married.

4.2 Data analysis

The statistical package SPSS (version 19.0) was used for data analysis. A two-step detailed statistical analysis of
data was involved. First, factor analysis was performed to extract the underlying factor of study variables.
Second; a structural equation modeling was conducted using AMOS 7 to test the hypotheses in order to
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understand the direct and indirect effect of ethical sales behavior on - customer loyalty, customer trust and
customer commitment.

4.3 Measures

All constructs in this study (i.e. ethical sales behavior, commitment, and trust and customer loyalty) were
measured using multi-item Likert scale adapted from prior research previously validated in other contexts to
ensure content validity. All items were measured using seven-point Likert-type scales. The respondents were
asked to indicate their agreement or disagreement with the statements provided, with anchors of 1 to indicate
‘strongly disagree’ and 7 to indicate ‘strongly agree’. The five items used to measure ethical sales behavior were
adapted from those originally developed by Roman (2003) to assess cthical sales behavior from the customer
perspective in the Spanish financial sector. This scale was also adapted next by Roman and Ruiz (2005); Chen
and Mau (2009); Hansen & Riggle, (2009). All items were negatively worded and subsequently reverse coded.
The measure for trust were adapted from Morgan and Hunt (1994); Karande et al.(2008); Sanzo et al, 2003;
Hansen and Riggle, (2009); Kennedy et al. (2001); Chen and Mau, (2009); Sirdeshmukh et al. (2002);
Eisingerich and Bell,(2007).The eight items measure of customer trust designed to capture the major dimensions
of trust: confidence, reliability, and integrity. These items were utilized as well, focusing specifically on those
that capture respondents’ perceptions as to the integrity and reliability of the bank/salesperson. The Seven items
used to measure customer commitment was adapted from Morgan and Hunt (1994); Gruen et al.(2000); Wetzels
et al., (1998); Sanzo et al, 2003; Karande et al.(2008) ; Hansen and Riggle, (2009); Kennedy et al. (2001); Chen
and Mau, (2009). Customer loyalty was measured by a six-item scale developed by Sirdeshmukh et al. (2002);
Chen and Mau, (2009); Hansen and Riggle (2009).

4.4 Measure reliability

Different procedures were carried out using SPSS 19 to examine the psychometric properties of the proposed
measurements. As the first step in analysis of the scale, internal reliability for the adapted scale was compared
to that reported in the developmental literature. Reliability analysis, understood as internal consistency, was
carried out by calculating Cronbach's o coefficient .However, all the individual scales exceeded the
recommended standards level of .70 proposed by Nunnally (1978) and Hair et al., (1998). As depicted in Table 1,
the Cronbach alphas coefficients demonstrating the reliability of the scale used for measuring the constructs are
at acceptable levels and fall between 0.865 for ethical sales behavior and 0.942 for customer loyalty, which
suggests a high internal consistency among the items in each construct.

Insert Table 1 here

As can be seen in Table 1 these Cronbach alphas indicate that the scales used in the questionnaire satisfactorily
measured the constructs, what means that the ability of the set of items employed to represent each of the latent
constructs is satisfactory. However, unidimensionality of each construct must be checked. Therefore, items in
each multi-item scale were factor analyzed separately using principal component factor analysis with Varimax
rotation. The criteria for choosing variables are based on Kaiser's (1996) suggestions: an eigenvalue greater than
1 after Varimax rotation, absolute values of factor loadings greater than .50. As shown in Table 2, results
indicate that in all case a single factor emerged, i.e. there is one factor derived from each variable. Ethical sales
behavior (eigenvalue = 3.264); customer loyalty (eigenvalue = 4.664); customer trust (eigenvalue = 5.393); and
customer commitment (eigenvalue = 4.355). Furthermore, all of the items in the research model had factor
loadings greater than 0.70 (0.73 — 0.91).

Insert Table 2 here

However, both tests of principal component analysis and Cronbach’s alpha support unidimensionality and
therefore were accepted as being reliable for the path analysis. In addition, a correlation matrix of the variables
in the model was constituted and fall between 0.44 and 0.89, as shown in Table 3, suggesting several highly
significant correlations between the variables included in the conceptual model. Descriptive statistics and
correlations among variables are presented in Table 3.

Insert Table 3 here

Thereafter, Following Anderson and Gerbing (1988), to assess construct validity of the multi-item scales
confirmatory factor analysis (CFA) was conducted in order to determine if the extracted dimensions in step 1
offered a good fit to the data (Table 4).

Insert Table 4 here
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According to Bagozzi and Yi, (1988) and Bearden et al., (1982), the CFA result provide overall fit indices:
Chi-square was highly significant ( p<0.001), the goodness of fit index (GFI) was 0.760 and adjusted goodness
of fit index (AGFI) was 0.713; incremental fit index (IFI) = 0.882; the normed-fit index (NFI) = 0.829 and the
root mean square residual (RMR) = 0.097. All indices indicating that the measurement models provide good
support for the factor structure determined through the exploratory factor analysis, which suggests the
unidimensionality of the measures (Anderson & Gerbing, 1988; Marcoulides and Schumacher's, 1996).
According to Anderson and Gerbing (1988), the validity of the structural model is assessed using three key
validity dimensions: nomological, discriminant and convergent. The nomological validity is the validity of the
entire model and indicates whether the model fits the data; the discriminant validity refers to the extent of
separation between the constructs; and the convergent validity verifies the homogeneity of the indicators and
their constructs. However, convergent validity can be stated as all its variables are associated to significant and
high loadings at least at be significant at 95%. Therefore, it can be stated that scales have convergent validity
(Anderson & Gerbing, 1988).Thus, evidence of convergent validity was provided by the fact that all
measurement items loaded on the appropriate constructs. Discriminant validity means that each factor
represents a separate dimension (Fornell & Larcker, 1981). According to Anderson and Gerbing (1988),
discriminant validity is the degree of correlation among the constructs, and the correlation between different
constructs. It refers to the principle that the indicators for different constructs should not be so highly correlated
as to indicate they are measuring the same thing. As mentioned above, correlations were run between the items
of several constructs used in this study (Table 3). However, in all instances the item correlations satisfied the R=
0:85 cut-off often used by researchers for this assessment (Garson, 2001), thus suggesting the model
demonstrated good discriminant validity. Furthermore, nomological validity refer to the ability of a scale to
behave as expected with respect to some other constructs to which it is related (Churchill, 1995). As mentioned
above, ethical sales behavior can improve customer trust, customer commitment and customer loyalty. Therefore
nomological validity would be demonstrated if the scale were positively and significantly correlated with
customer trust, customer commitment and customer loyalty. As stated in Table 3, all correlation coefficients
between the dimensions of ethical sales behavior, customer trust, customer commitment and customer loyalty are
positive and significant (at p < 0.01). Thus nomological validity of the scale is demonstrated. Considering the
reliability, nomological, convergent, and discriminant validity tests collectively, it's conclude that the
measurement model satisfies all the psychometric property requirements. Table 3 shows the means, standard
deviations, and intercorrelations for the constructs operationalized in this study.

5. Hypotheses tests

A structural equation modeling was conducted to test the hypotheses in order to assess the effect and the
significance level of each path in the model. The model shown in Figure 1 was examined and tested using
AMOS7. Tests of the hypotheses were performed using a structural equations modeling (SEM). Model fit
determines the degree to which the structural equation model fits the sample data. The model was tested and
provided good indicators of fit: Chi square / d f = 2.834, (it should be between 0 and 3 with lower values
indicating a better fit).with the comparative fit index (CFI) was 0.881, Tucker-Lewis coefficient (TLI) was 0.868,
( RFI) was 0.810 (a value of 1.0 indicates perfect fit) and the root mean square error of approximation
(RMSEA) was 0.092, indicating a good fit between the theoretical model and the data (Bagozzi & Yi, 1988;
Bearden et al. 1982; Marcoulides & Schumacker, 1996). The analysis then proceeded to examine the causal
relationships between these variables. The results were as expected and provided support for all hypotheses,
except H6. The results of the structural model showed that ethical behavior had no significant direct effect on
customer loyalty to the bank. Properties of the causal paths, including standardized path coefficients of the
research model was shown in Table 5.

Insert Table 5 here

Figure 2 illustrates path analysis of the structural model. Standardized path coefficients are provided; numbers
on the construct indicate total variance explained (R2). Standardized structural path coefficients and R 2 values
are presented in Figure 2.

Insert Figure 2 here
In this model the path from ethical sales behavior to customer trust, customer commitment and customer loyalty
was calculated, and the standardized coefficient that obtained from ethical behavior to trust and commitment to
the bank was positive and highly significant (Standardized coefficient = .663; p < .01 And 12; p < .05). Thus,

there is support for H1 and H2. However, the standardized coefficient that obtained from trust and commitment
to customer loyalty was positive and highly significant (Standardized coefficient = .580 and .288; p < .01).
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Therefore, there is support for H4 and HS. As predicted by H3, the standardized coefficient that obtained from
customer trust to customer commitment was also positive and highly significant (Standardized coefficient = .812;
p < .01). Thus, there is support for H3. Unfortunately, the standardized coefficient from ethical behavior to
customer loyalty was negative but non-significant (-.134; p >.05). Therefore, H6 not supported. That is to say,
when trust and commitment was not considered, ethical behavior had a strong and direct effect on customer
loyalty to the bank, otherwise if trust and commitment was included in the model, ethical behavior did increase
customer loyalty to the bank; yet this effect was not direct, but mediated by trust and commitment. The effects of
ethical sales behavior on customer loyalty, therefore flow only through customer trust in and customer
commitment to the bank and highly significant (indirect standardized coefficient = .574; p < .01). Therefore H7
supported. The results concerning the testing of hypotheses are summarized in Table 6.

Insert Table 6 here

As depicted in figure 2, coefficient of determination (R2) values show that, ethical sales behavior account for
44% of variance in customer trust; ethical sales behavior and customer trust, account for 80% of variance in
customer commitment; ethical sales behavior, customer trust and customer commitment account for 58% of
variance in customer loyalty. The results are depicted in Figure 2, which show a structural equation modeling.
These results suggest that the model is a reasonable basis upon which to test the research hypotheses.

6. Discussion and implications
6.1 Discussion

The study provides a model that explains how banker’s ethical sales behavior is able to generate higher customer
loyalty. Therefore, the paper contributed to the ethical sales behavior - customer loyalty relationship literature by
empirically validating the role of ethical sales behavior as perceived by the bank customer in developing
customer loyalty through customer trust in and customer commitment to the bank. Consistent with previous
study, ethical sales behavior was significant predictor of customer trust, customer commitment, and customer
loyalty. Moreover, consistent with Chen and Mau (2009); Hansen and Riggle (2009); Roma'n and Ruiz’s (2005)
and Roma'n’s (2003) study the ethical sales behavior positively affects customer trust. This means that when the
ethical sales behavior is perceived to be high, the customer will have more trust in the bank. Likewise, different
exploratory studies have shown that customer trust in the salesperson can be earned by the honest actions of
sales representatives (Beatty et al. 1996), as well as low-pressure selling techniques (Strutton et al. 1996;
Kennedy et al. 2001). According to Chen and Mau (2009), "if the customers think their salesperson’s sales
behaviors are ethical then they would tend to trust the salesperson as well as the company." The results also
show that ethical sales behavior indeed plays a major role in affecting customer trust in and customer
commitment to the bank as it has positive effects on customer trust and positive effects on customer commitment.
However, the effect on customer trust is stronger than its effect on customer commitment. This result however is
inconsistent with the finding of Hansen and Riggle (2009) study. They indicate that the relationship between
ethical sales behavior and customer commitment to the salesperson is completely mediated by customer trust in
the salesperson. They found that the effects of ethical sales behavior on buyer commitment to the salesperson
flow only through buyer trust in the salesperson. Moreover, consistent with Hansen and Riggle (2009), Anderson
and Narus (1990), Ganesan (1994), Garbarino and Johnson (1999), finding of this study indicate that, customer
trust in the bank has positive effects on customer commitment to the bank. Finally, research analyses indicate
that, both of customer trust and customer commitment make positive contributions to customer loyalty. Indeed,
the effect of customer trust on customer loyalty is stronger than the effect of customer commitment. These
results are in line with Chen and Mau (2009) and Reichheld and Schefter’s (2000, p. 107) observation that ‘to
gain the loyalty of customers, you must first gain their trust’. Once there is customer trust, customer loyalty
comes naturally. Customers who perceive the sales behavior to be ethical are more likely to trust the bank and
therefore, hold commitment toward the bank. Consequently, customer who trust in the bank and hold
commitment to the bank are in turn more likely to exhibit desirable behaviors i.e. more loyal. The finding of this
study positions customer trust and customer commitment as the primary mechanism through which the
beneficial effects of ethical sales behavior are realized, and supports those who have previously noted the
critical role ethical sales behavior plays in facilitating a sense of trust and commitment on the part of the bank
customer.

The study implies that banks must emphasize the importance of ethical behavior of individual bankers, and
encourage behaviors that will increase customers’ confidence in the bank. These findings are in line with the
finding of Vegholm and Silver (2008) and Llewellyn (2005), who argues that it is important for financial
institutions to set guidelines for individual bankers on how to act fairly, and to develop appropriate training and
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reward mechanisms. The finding is also consistent with those of Seal (1998), who argues that a trustworthy
organization starts by building confidence into its internal processes, through training and educating its own
employees. Therefore, as argued by Llewellyn (2005) treating customers fairly is a major corporate issue about
the responsibility of individual employee. Building upon Llewellyn’s (2005) proposed model, the present study
has shown that it is indeed in the best interest of financial institutions to strive for corporate fairness. Although
this study finding partially replicates previous research (e.g., Hansen & Riggle, 2009; Chen & Mau, 2009;
Roma'n, 2003; Vegholm & Silver, 2008; Roma’'n & Munuera, 2005; Llewellyn, 2005; Lagace et al., 1991;
Roman & Ruiz 2005), but the other one represent new contributions to the research body. However, it is an
attempt to occupy the gab in interrelationships that were uncovered between ethical sales behavior, relationship
quality (customer trust and customer commitment) and customer loyalty. The study indicate that the effects of
ethical sales behavior on customer loyalty is completely mediated by relationship quality i.e. customer trust and
customer commitment.

6.2 Managerial implications

This research represents an important step in testing and understanding the dynamics of the relationship between
ethical sales behavior and customer loyalty in banking industry. As such it contributes to the limited research
exploring the mediating effect of customer trust and customer commitment in this relationship. Results show that
perceived ethical behavior has a major impact on the development and maintenance of the customer-bank
relationship. Results also reveal that customer trust and customer commitment are an important mediating
determinants between the ethical sales behavior and customer loyalty in the bank industry. The managerial
implications of study results are quite clear. Thus banks that value the critical importance of long term
relationships with their customers, should achieve an environment where the potential for unethical behavior is
at a minimum. From a managerial perspective, the ethical sales behavior is a vital determinant of customer trust
and customer commitment, which in turn influences customer loyalty in the bank services. Therefore, for those
banks wishing to establish a long-term relationship with their customers, how to encourage their employees to
uphold ethics when making sales to customers is very important. Bank managers should emphasize that,
unethical behavior in any way is not acceptable so long bank attempt to convey trust to their customers so as to
build successful relationship with their customer. Studies indicate that an organization’s ethical climate
influences the ethics of its employees (Verbeke et al., 1996; Wimbush and Shepard 1994). Therefore, creating,
implementing, monitoring, and enforcing new codes of ethics represents a positive first step in encouraging
ethical salesperson behavior (e.g. Valentine and Barnett (2007) Roma'n & Munuera, 2005; Verbeke et al., 1996;
Wimbush and Shepard 1994). Furthermore, the empirical results of this study strongly support the
implementation of previous studies findings and suggestions which indicates that an organization’s ethical
climate influences the ethics of its employees. In addition to the results of Valentine (2009), study which imply
that, ethics training, operating through ethical context can enhance perceptions that the organization has ethical
standards. An emphasis on ethical behavior is therefore much more important than selling activities. It’s critical
for the survival of an organization in a highly competitive market. In other words, salespeople should be
managed from an ethical standpoint so that positive long-term customer relationship can be established, and
repeat purchases are encouraged from a loyal and established customer base.
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Table 1. Cronbach's alpha coefficient of study variables

No. | Dimension Items Number Coefficient

1 Ethical sales behavior 5 0.865

2 Customer trust in the sales person 8 0.931

3 Customer Commitment 7 0.898

4 Customer loyalty 6 0.942
All Dimensions 26 0.960

Table 2. Construct measurement summary

Statements Factor loading E;;Ell:iir;e%
Ethical sales behavior ( Cronbach Alpha: 0.865 ) 65.284
1. The Bank salesperson lies about availability in order to make a sale (R). 7184
2. The Bank salesperson lies about competition in order to make the sale (R). .788
3. The Bank salesperson gives answers when he/she does not really know the Q41
answers (R). )
4. The Bank salesperson applies sales pressure even though he/she knows the 361
product is not right for me (R). )
5. The Bank salesperson paints rosy pictures of the products to make them
. 162

sound as good as possible (R).
Customer trust ( Cronbach Alpha:0.931 ) 67.408
6. I believe that the Bank has my interest in mind. .806
7.1 feel that the Bank is trustworthy. .819
8. I have confidence of the products and services of this Bank. .819
9. Generally speaking, you do not have to worry at all in dealing with this 778
Bank. )
10. The Bank can be relied on to keep their promises. .857
11. T11. I believe the information that the Bank provides. .839
12. This Bank is honest and truthful. 873
13. This Bank can be counted on to do what is right. 172
Customer Commitment ( Cronbach Alpha: 0.898 ) 62.216
14. 1 want to remain a customer of this Bank because I genuinely enjoy my 730
relationship with. )
15. T have a strong sense of loyalty towards this Bank. .807
16. My relationship with this Bank is one that I really care about. .801
17. 1 feel a strong sense of belonging to this Bank. 780
18. I am very committed to the relationship with this Bank. 788
19. My relationship with this Bank is very important to me. .807
20. My relationship with this Bank is something I intend to maintain

. .806
Indefinitely.
Customer loyalty( Cronbach Alpha: 0.942) 77.734
21. 1 am willing to place my future business with this Bank. .882
22. This Bank is my first choice when I want to re buy or re patronize a 820
preferred product or service in the future. )
23. I will recommend the Bank to my friends and relatives. 915
24. 1 will introduce the Bank with positive evaluation. 916
25. 1 feel satisfied with placing a contract with this Bank. .885
26. 1 am willing to encourage others to do business with this Bank. .867

Note: R denotes items requiring reverse scoring
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Table 3. Correlation matrix and descriptive statistics of study variables (n=217)

E%lé;zlvizles Trust Commitment Loyalty
Ethical sales behavior 1
Trust .663(**) 1
Commitment 659(**) 891(**) 1
Loyalty A440(%*) TA8(**) 716%%) 1
Mean 5.2009 4.8992 5.000 4.472
Std. deviation 1.051 1.034 0.949 1.337

Note: ** Correlation is significant at the 0.01 level (2-tailed).

Table 4. Confirmatory factor analysis: measurement property

Estimate | S.E. | CR. | P | Label
E5|<---| Ethical Behavior 707
E4|<---| Ethical Behavior .833 A14 [ 11.158 | ***| par 1
E3|<---| Ethical Behavior 811 115 [10.906 | ***| par 2
E2|<---| Ethical Behavior 11 119 | 9.658 | ***| par 3
El|<---| Ethical Behavior .699 124 |1 9.504 | #**| par 4
T1|<---| Trust 178
T2 |<---| Trust 771 076 [12.324|***| par 5
T3|<---| Trust 176 077 |12.416 | ***| par 6
T4 |<---| Trust 125 078 [11.427|***| par 7
T5|<---| Trust .842 .079 |13.768 | ***| par 8
T6 | <---| Trust .828 076 [13.475|***| par 9
T7|<---| Trust .866 .083 [14.299 | ***| par 10
T8|<---| Trust 748 078 [11.872|***| par 11
C7|<---| commitment 779
C6 |<---| commitment 788 .084 |12.444 | ***| par 12
C5|<---| commitment 712 .088 [11.006 | ***| par 13
C4|<---| commitment .691 .084 [10.623 | ***| par 14
C3|<---| commitment 760 082 | 11.912|***| par 15
C2|<---| commitment 793 .082 [12.553 | ***| par 16
Cl|<---| commitment .692 .091 [10.645 | ***| par 17
L6 |<---| Loyalty .844
L5|<---| Loyalty .861 .063 [16.391 | ***| par 18
L4 |<---| Loyalty .906 059 [17.944 | ***| par 19
L3 |<---| Loyalty .899 058 [17.721 | *** | par 20
L2|<---| Loyalty 770 061 [13.647 | ***| par 21
L1|<---| Loyalty .856 065 [16.218|*** | par 22

Note: Standardized Regression Weights: (Group number 1 - Default model)
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Table 5. Result of structural equation modeling: standardized direct, indirect and overall effects

To | Customer Customer Customer
From trust Commitment | Loyalty
Ethical sales behavior .663 120 -.134
Direct Effect | Customer trust .000 812 .580
Customer Commitment .000 .000 288
Ethical sales behavior .000 .539 574
Indirect Effect | Customer trust .000 .000 .234
Customer Commitment .000 .000 .000
Ethical sales behavior .663 .659 .440
Total Effect | Customer trust .000 812 814
Customer Commitment .000 .000 288

Table 6. Hypotheses testing results of the structural equation model

. Standardized Test result
Hypothesis Causal path Cocfficients

Hl Ethical sales behavior — customer trust 0.663** supported
H2 : Ethical sales behavior — customer commitment 0.120%* supported
H3 customer trust = customer commitment 0.812%** supported
H4 customer trust — customer Loyalty 0.580 ** supported
HS5 : customer commitment — customer Loyalty 0.288** supported
H6 Ethical sales behavior —  customer Loyalty -0.134 not supported
H7 Ethical sales behavior — customer Loyalty 0.574%%* supported

Indirect effect through customer trust and customer

Commitment as mediators

Note: ** indicates p<0.01: * indicates p<0.05.
HE
Relationship qm

Ha

Ethical sales
behavior

Figure 1. The conceptual model
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Figure 2. Result of structural equation modeling
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