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Abstract

This study investigates the role of brand loyalty in South African banking. More spe-
cifically, the study identifies brand loyalty factors in South Africa’s banking industry. 
Brand loyalty can significantly impact a bank’s competitiveness. Loyal customers do 
not switch banks and use more banking products; this earns a better income for a bank 
in the long run (such as home loans). The study’s primary aim is to identify factors of 
brand loyalty in South African banks. Data were gathered from South African banking 
customers using a Google Forms digitized format questionnaire with a 5-point Likert 
scale. More than 1,000 questionnaires were distributed, and 150 completed question-
naires were returned (representing a 15% response rate). The results show that the 
data are suitable for multivariate analysis. It has an adequate sample (Kaiser, Meyer 
and Olkin measure > 0.70), acceptable sphericity (p ≤ 0.05), and satisfactory reliability  
(α ≥ 0.70). The exploratory factor analysis identified four factors explaining a cumula-
tive variance of 55%. These factors are: 1) customer service and satisfaction (34%); 
2) negative publicity (7.5%); 3) regulatory compliance and trust (7.1%); and 4) trust 
and reputation (6.5%). South African bank managers can use the results to focus their 
brand loyalty strategies on their quest to be more competitive to face the strong com-
petition in the banking industry. 
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INTRODUCTION

South Africa’s banking industry is highly competitive. There are cur-
rently 55 registered banks and bank representatives in South Africa. 
These banks consist of fourteen locally controlled banks, three mu-
tually controlled banks, thirteen branches from foreign banks, twen-
ty-eight representatives from foreign banks, and four foreign-con-
trolled banks. Three banks are in liquidation. However, the bank-
ing industry is dominated by five large banks: Standard Bank, First 
National Bank, Nedbank, Capitec Bank, and the Amalgamated Banks 
of South Africa (ABSA). These banks possess 90% of the market share. 
New market entries are the state-supported African Bank, Discovery 
Bank, and the digital banks TymeBank and Bank Zero, which aim to 
capitalize on low-contact banking habits.

Banks are constantly reformulating their competitive strategies to 
maintain their competitive advantage. Brand loyalty of banking cli-
ents is one way to improve competitiveness. Unlike some counties, 
such as New Zealand, where banking is free and considered an es-
sential service, South Africans are paying relatively high service fees 
for banking products. In return, they expect South African banks to 
provide high-quality services. Therefore, banks are constantly looking 
for ways to manage and improve their competitiveness. Brand loyalty 
is one proven strategy to do so.
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1. LITERATURE REVIEW

Banks of the future require innovative strategies 
to remain competitive. In this regard, product-, 
process-, and business model innovation strate-
gies are ideally suited to establish a competitive 
advantage (Miller, 2022) and ensure customer 
loyalty and retention. In South Africa, for exam-
ple, Capitec Bank applied product innovation and 
simplified their account structure to “GlobalOne” 
account where customers’ banking products are 
merged. The result is a cheaper and much more 
manageable banking. As a result, Captitec Bank 
(2022) has the leading market share in the large 
lower-income market. Likewise, other banks are 
targeting the high-end customers using technol-
ogy and innovative investment options (such as 
wealth management expertise) on their banking 
products (Investec, 2022). 

Innovation further drives the banking industry. 
The bank industry’s business environment has re-
cently been influenced by digitization, COVID-19, 
trust in online systems, lockdown-buying be-
havioral changes, and comfort (amongst other 
factors) (Panasenko, 2022); all these influences 
have a direct bearing on banks’ customer reten-
tion and loyalty strategies. South African banks 
are now also competing digitally using all avail-
able technologies at their disposal. Tech trend 
are fast transforming banks into tech companies 
(Hamilton, 2022). Typical 4th and 5th industri-
al revolution trends are competitive innovations 
like blockchain technology, the Internet of Things 
(IoT), artificial intelligence (AI), distributed ledger, 
decentralized, digital currencies, Web3, and many 
more technological innovations are becoming 
common use technologies in inter-banking trans-
actions and amongst banking customers (Skilton 
& Hovsepian, 2018, pp. 9-14). Banks need to up-
date and accept innovative technology and invest 
in cloud computing and robotic process automation 
(RPA) to remain competitive (Hamilton, 2022).

Innovative technologies are ideally suited to im-
proved banking competitiveness. Blockchain 
technology is one innovative technology that 
can benefit a bank’s competitiveness. Blockchain 
should not be confused and overshadowed by 
the term cryptocurrencies (as has been the case 
since their invention in 2009) (Royal & Beers, 

2022). Blockchain is a shared distributed data-
base or ledger between computer network nodes. 
Blockchain serves as an electronic database for 
storing data in digital form. The most well-known 
use of blockchain technology is to preserve and se-
cure and decentralized record of transactions in 
cryptocurrency systems, like Bitcoin. Blockchain 
innovation fosters confidence without the necessi-
ty for a reliable third party by ensuring the fidelity 
and security of a data record. How the data are or-
ganized in a blockchain differs significantly from 
how traditional data are organized. In blockchain, 
data are gathered in groups, called blocks, where 
each block includes sets of organized data (Chen et 
al., 2018, pp. 1-4).

Blocks have specific storage capabilities. As soon 
as they are filled, they are sealed and connected to 
the preceding data block to create the data chain, 
known as the “blockchain”. Thereafter, every ad-
ditional piece of information is stored in the next 
block, which is also added to the Blockchain once 
filled (Frankefield & Mansa, 2022). Therefore, 
Blockchain arranges its data into pieces (blocks) 
that are strung together, whereas a typical data-
base organizes its data into tables (Hayes, et al., 
2022). Blockchain can also be decentralized. In 
such a case, the data structure creates an irrevers-
ible chronology of data by design. When a block 
is completed, it is sealed irrevocably and added to 
the timeline, receiving a precise timestamp (Chen 
et al., 2018, pp. 1-4).

Blockchain technology has existed for more than 
ten years, and major institutions, including inter-
national banks, are already investing heavily in 
this technology. Major institutional investors are 
looking to capitalize on its innovative features 
and get a competitive advantage through early 
adoption. If senior management within banks is 
not already contemplating using this technology, 
they might soon be at a competitive disadvantage 
(Crosman, 2021). 

Blockchain technology could assist the banking 
sector and its customers in addressing the prom-
inent reasons for being unsatisfied and switching 
service providers. Customers mostly leave their 
primary bank for reasons such as (including, but 
not limited to) lack of trust, inclusivity, ethical rea-
sons, fees, delays in service, and security concerns 
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around data, to mention a few. Blockchain tech-
nology, on the other hand, automatically addresses 
some of these concerns without any human inter-
ference or control. 

Blockchain technology offers advantages to finan-
cial systems. Some advantages include (Ali et al., 
2021, pp. 12731-12732) the trust, decentralization, 
proof of work, and different categories to apply 
Blockchain. 

Trust is central in the decentralized technique of 
blockchain technology and conceals its most im-
portant feature. The network is protected specifical-
ly by a proof-of-work system, eliminating the need 
for outside parties to validate and record transac-
tions. This protocol aids blockchain technology us-
ers in avoiding relying on external parties to secure 
all transactions and assets. There is no potential of 
creating a backdoor into the system because the 
entire technical code is open source for all parties. 
Contrary to the environment of banks, which con-
trol the capital and assets of their customers, this se-
cure open access enables users to utilize Blockchain 
comfortably in a way comparable to utilizing their 
financial systems, coupled with control over deci-
sions for ensuring the protection of their capital. 
Blockchain technology’s dependability and trust-
worthiness are reflected in key terminologies, such 
as shared and public interfaces, transactional peer 
verification, little resistance to information dissem-
ination, and cryptography-based security.

Decentralization is one of the key character-
istics of blockchain technology, among others. 
Decentralization’s immutability and resistance to 
censorship are its two most important features. One 
of its unique characteristics is that an individual’s 
assets or capital are not dependent on a third party 
for its security and safety. Furthermore, blockchain 
technology’s circularized and decentralized fea-
tures would prevent the government or cyber ter-
rorists from accessing the personalized ledger de-
signed for personal use. The built-in proof-of-work 
mechanism assists computing in finding solutions 
to challenging mathematical problems.

Furthermore, proof-of-work is a popular consen-
sus technique used to connect millions of auton-
omous nodes. The certainty that assets are safe 
is enhanced due to the protection against discre-

tionary dilution of the money supply. Key terms 
such as member anonymity, the capacity for au-
tomation, data redundancy, and peer engagement 
in developing “versatility” demonstrate the cru-
cial decentralization integrated into blockchain 
technology. 

Blockchain categories: In general, there are three 
basic divisions for Blockchain such as public, con-
sortium, and private. Each member carries a com-
parable set of rights and prerogatives related to a 
public blockchain. These include distributing au-
thority equally to all participants rather than giv-
ing centralized approval to a third party. Every 
party is free to join or quit the network in the inter-
im. Every user of this feature is free to use, and any 
source, including Bitcoin, can validate transactions. 
The validation of transactions is impossible in the 
case of consortium blockchain. Additionally, on-
ly a select few key participants can validate trans-
actions. Before the validation introduction, other 
members still have the option of certifying their 
transactions; these important members should 
have access to the agreement. The centralized con-
figuration methods are ensured in the case of pri-
vate Blockchain. The authority to decide, as well as 
the control over activities and the transaction vali-
dation process, rests only with one entity. The cen-
tralized authoritative member will also guarantee 
that the suggested consensus is the only one that 
should be followed. This resembles the structure 
of any centralized system, such as the government 
agencies that represent several states.

Prasad (2019) identified other advantages of block-
chain technology, namely: 

1) better security, as it is almost impossible to 
hack into a specific block of Blockchain;

2) high level of data reliability;

3) faster way to conduct transactions;

4) increased transparency;

5) no intermediatory fees result in lower transac-
tion costs; and 

6) increased frequency and improved efficiency 
of trades.
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Unfortunately, the South African financial sys-
tem has been utilized by criminal syndicates, cor-
rupt individuals and politicians, and state cap-
ture. The country’s slow economic growth and 
poor S&P investment rating (BB- with a posi-
tive outlook) (Standard & Poor, 2022, as cited in 
Tradingeconomics, 2022) are linked directly to 
the level of corruption, fraud, lack of transparency, 
and accountability (Transparency International, 
2022). Blockchain’s improved security technol-
ogy could, in this regard, improve the business 
community locally and globally (Golosova & 
Romanovs, 2018). Blockchain technology is still 
relatively new compared to traditional systems and 
technology (Niranjanamurthy et al., 2019). Many 
industry experts believe the actual technology has 
developed too quickly for regulations to keep up 
and be implemented accordingly (Oonagh, 2021). 
The absence of regulations further contributes to 
undesirable parties utilizing the system to exploit 
the lack of oversight from authorities. 

The adoption of new technology, such as Blockchain 
technology in South African banks, is slow. 
According to Smith (cited in Stovall, 2020), the real 
issue with adopting any innovation is getting clients 
to take the initial step and explore the new tech-
nology. On the other hand, Carmichael stated that 
the adoption of digital technology had increased at 
the Fifth Third Bancorp institution. After the strict 
lockdown during the height of the COVID-19 pan-
demic, 74% of financial transactions are now oc-
curring through digital channels opposed to 69% 
before the pandemic (Stovall, 2020). 

Due to the nature of fintech companies, they are 
developed to provide services and products to their 
customers solely through digital/online channels. 
Many would agree that this ultimately puts fin-
tech in a better position, given the current environ-
ment compared to traditional banks. However, the 
importance of well-established brands and trust 
among customers are attributes that are difficult 
to obtain. Only time will tell if banks will consider 
merging or buying particular fintechs, or if fintechs 
will obtain their banking licenses to offer more se-
cured funding (Robert Walters Team, 2022). 

The banks and financial services sectors are grad-
ually adopting blockchain technology. Blockchain 
technology is predicted to completely change how 

we conduct business, not just in the banking sec-
tor but also in fields like healthcare, government, 
and retail has the power to change the financial 
industry’s overall security. Blockchain technology 
is positioned to impact how international trans-
actions are carried out significantly, and digital 
assets are protected, including remittances, secu-
rities trading, and cross-border payments (Cyber 
Management Alliance, 2022).

According to the Cyber Management Team (Cyber 
Management Alliance, 2022), Blockchain technol-
ogy could impact the banking sector, in particu-
lar in terms of conducting international trans-
fers quicker and cheaper, reducing and eliminat-
ing fraud, increasing security, lowering costs as 
a result of automation, offering improved-qual-
ity products, lowering human participation and 
thereby minimizing human error, limiting costs 
of middle-parties involved in transaction execu-
tion, and improving transparency.

The financial sector seriously considers blockchain 
technology because it can significantly disrupt the 
traditional banking sector. The Blockchain’s tam-
per-proof, decentralized, and unchangeable char-
acteristics make it the perfect solution for cutting 
costs and optimizing various processes, including 
payments, asset trading, securities issuance, retail 
banking, clearing, and settlements. It is becoming 
clear that blockchain technology encompasses far 
more than just cryptocurrencies (Hayes, 2022).

Blockchain technology enables various banking 
opportunities. The BCG report (2021) states that 
banks can now issue their own cryptocurrency of-
ferings or assist their customers in making cryp-
tocurrency purchases. They can also advise busi-
ness clients and act as reliable brokers for novel 
crypto-financial products. They can also play a 
part in improved verification by managing and 
maintaining the systems that uphold credibility in 
this new area (Kronfellner et al., 2021).

The digital ledger is so practical and useful in 
and of itself that it might eventually be taken for 
granted as a pillar of the financial sector. Some an-
alysts contend that the digital ledger ushers in a 
third massive wave of web-based technology. The 
World Economic Forum (Warren et al., 2021) re-
fers to the “token economy” because it allows the 
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free exchange of information, developed to plat-
forms offering more tools, control and functional-
ity, and eventually tokens at this stage, which are 
data structures that can reliably execute transac-
tions without humans in control of it (Warren et 
al., 2021). Technology trends of specific interest 
to the banking industry are smart contracts, as-
set-backed digital tokens, nationally supported 
cryptocurrencies (central bank digital curren-
cy or CBDCs), artificial intelligence using Robo-
advisory services, funding start-ups through in-
itial coin offerings (ICO), nonfungible tokens 
(NFTs), and decentralized finance to offer finan-
cial applications based on Blockchain (Kronfellner 
et al., 2021).

These transactions are cryptographically protect-
ed to prevent tampering. Blockchain technology 
can completely change how the banking sector 

operates and make it more transparent, effective, 
secure, and affordable (Vega, 2021).

The study identified five validated brand loyalty 
antecedents from the literature. These antecedents 
are Service quality, Customer satisfaction, Loyalty, 
Reputation, and Trust (Els, 2022; Grant, 2021; 
Khokhar et al., 2019). Table 1 describes these ante-
cedents and provides literature sources for further 
readings.

This study’s purpose is to analyze banking clients’ 
brand loyalty in the current competitive environ-
ment for South African banks. The analysis uses 
the guidelines from Khokhar et al.’s (2019) mod-
el and measures the brand loyalty antecedents of 
customer satisfaction, customer service, custom-
er loyalty, reputation and trust. The study further 
aims to specifically investigate 

Table 1. Description and supporting sources of Khokhar’s brand loyalty antecedents

Antecedent Description Literature sources

Customer 

service (Service 

quality)

Service quality measures how a bank (for example) delivers its services compared 

to its customers’ expectations. When customers buy needed services, they have 
an expectation (consciously or unconsciously) of the bank’s performance. Does the 
service meet the expected standards and satisfy the customer’s need? High service 
quality meets or exceeds customer expectations. Service quality is measured across 
five antecedents: tangibility, reliability, responsiveness, assurance, and empathy. 
Service quality leads to customer satisfaction, which, in turn, leads to brand loyalty.

Cambridge Dictionary (2022); 
Choudhury (2014); Howard 
and Sheth (1969); Indeed 
(2022); Parasuraman et al. 
(1985, 1988); Samoszuk 
(2022)

Customer 

satisfaction

Customer satisfaction is a banking client’s perception of how well a service performs. 
This perception is in comparison to their expectations. If perceived service exceeds 
expected service levels, customer satisfaction is achieved. Hence, managing 
expectations is just as vital as delivering services. Customer satisfaction encourages 
repeated business with the bank, thus developing brand loyalty among the bank’s 
clients.

Grant (2021); Grönroos 

(1993); Otto et al. (2020); 
Samudro and Susanti (2021); 
Zouari and Abdelhedi (2021)

Customer 

loyalty

Loyalty is defined as “the quality of being faithful in your support of someone or 

something.” Oxford Dictionary (2022).
Jacoby and Chestnut (1978) seminally formalized the attitudinal and behavioral drivers 
of loyalty. Attitudes towards loyalty guide loyal behavior. Loyalty manifests itself in 
repeat purchases and brand commitment. Loyal clients make a bank’s more profitable 
because they use more banking products and commit to longer-term products (like a 
home loan).

Aaker (1991, 1996); Dandis 
and Eid (2022); Jacoby and 
Chestnut (1978); Mjaku (2020)

Reputation

A bank’s reputation consists of what clients and other roleplayers think (perceive) 
about the bank. This perception is based on personal experience, media messages, 
and facts. Reputation, however, remains a subjective qualitative belief someone has 
about a brand, person, company, product, or service. Social media (and the role played 
by “social influencers”), nowadays play a significant role in a business’s reputation. 
Reputational damage is swift on social media, and judgement by the public is severe. 
Typical examples are BP’s oil spill and Volkswagen’s faulty emission tests. Social media 
was swamped with damming publicity. (For example, protestors circulated redesigned 
BP logos stating not “British Petroleum”, but “British Polluters”). Reputational damage 
can result from facts or fake news – both could be equally damming. 

Buxton (2022); Pahwa, 
(2022, 2023); Somekh (2022); 
Threlfall (2022)

Trust

Trust is a belief that there is good and honest intent that will not cause harm to you. 
Trust in a bank is that the bank is safe and reliable. Bank clients must trust their 
financial provider with their life savings and provide them with appropriate banking 
products and services (such as investment and retirement advice). Trust is also a 
function of transparency because of transparency. A transparent bank achieves higher 
customer satisfaction levels, increases customer retention, and increases loyalty 
among its clients. 

Bisschoff (2020); Cambridge 
Dictionary (2022); Ebstein et 
al. (2016); Moneythor (2021); 
Parker (2019)
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1) how modern technology, like blockchain, can 
improve banks’ competitiveness;

2) how customers perceive the performance of 
brand loyalty antecedents after the pandemic; 
and 

3) what factors (or latent variables) are embedded 
in customers’ banking brand loyalty behavior. 

South African banks can manage their brand loy-
alty and improve their competitive position in the 
industry. Ultimately, the paper aims to confirm if 
the established brand loyalty antecedents are still 
valid after the pandemic banking environment. 

2. RESEARCH  

METHODOLOGY  

AND DATA

This study used a deductive, quantitative research 
design. Quantitative data were collected using 
surveys that measured the responses of banking 
clients on a 5-point Likert scale. 

The population includes all banking clients aged 
18 or older. They could be private or business ac-
count holders. The clients need to have an active 
bank account (where salary or other deposits are 
made) at a South African bank account to be in-
cluded in the population definition. This bank ac-
count must also be their primary bank account. 
This means that it is the account where their main 
income is deposited regularly. The population ex-
cludes any respondent outside the South African 
borders and all accounts, which are not primary 
active bank accounts. 

The study collected data during the COVID-19 
pandemic. As such, the data were collected re-
motely. There was no face-to-face contact or phys-
ical distribution of questionnaires. The data were 
collected electronically. A random sample of 1,000 
banking clients was drawn from a commercial 
bank’s database. The bank acted as gatekeeper and 
emailed the letter of invitation to partake in the 
research to the sampled clients. The letter con-
tained a hyperlink on which clients could click to 
open the questionnaire. The first page of the ques-

tionnaire included a consent form where respond-
ents gave permission that the data could be used 
anonymously for research purposes and published 
in academic journals. The invitation contained the 
questionnaire’s link and a consent form. This invi-
tation was also distributed via a snowball sample 
on LinkedIn and Facebook social media platforms. 
The questionnaire was on Google Forms, and the 
responses were saved automatically in the data-
base. The cut-off date for responses was August 30, 
2022. After cleaning the data and discarding unus-
able responses, 150 responses were analyzed. The 
data were analyzed with IBM’s Statistical Program 
for Social Sciences (Version 27) (IBM SPSS, 2022). 

The study is classified as a minimal-risk study, and 
the North-West University’s Ethical Committee 
issued an ethics number (NWU-00634-22-A4).

3. RESULTS  

AND DISCUSSION

The data were tested for suitability to perform 
multivariate statistical analysis (such as explor-
atory factor analysis). Three measures were used. 
They are the adequacy of the sample as per Kaiser, 
Meyer and Olkin (decision rule: KMO ≥ 0.70), 
Bartlett’s sphericity test (decision rule: significant 
at p ≤ 0.05) (Field, 2017); and the data must be 
reliable as per Cronbach’s alpha coefficient (deci-
sion rule: α ≥ 0.70) (Cortina, 1993). The analysis 
shows that the sample is adequate (KMO = 0.888), 
sphericity is not a problem (Bartlett is significant 
with p < 0.00), and the data are highly reliable (α 
= 0.842). The data are, therefore, suitable to use in 
multivariate statistical analysis. 

The South African banks’ performance on the se-
lected five antecedents is shown in Table 2. The 
mean value of each measuring criterion and the 
overall mean value for the specific antecedent are 
indicated. The scores below 3 signify unacceptable 
brand loyalty performance by banks. Scores rang-
ing from 3 to 3.5 represent acceptable brand loyalty 
performance, and scores of 3.5 and higher indicate 
excellent performance (Bisschoff & Lotriet, 2009).

The results show that the banks perform excel-
lently on the brand loyalty antecedents, Customer 
service, Customer satisfaction and Trust. Their 
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performance on the brand loyalty antecedents, 
Customer loyalty and Reputation, are acceptable. 

Banks should focus their strategies to maintain 
excellent performance levels on the three ante-
cedents such as Customer service, Customer sat-
isfaction, and Trust to ensure these brand loyal-
ty antecedents remain excellent. They should also 
maintain the current managerial interventions for 
the other two antecedents (Customer loyalty and 
Reputation). However, banks should develop fur-
ther strategies and formulate additional manage-
rial interventions to improve their performance of 
Customer loyalty and Reputation. Their most sig-
nificant improvement in brand loyalty results will 
emanate from improving performance on these 
two antecedents. 

The analysis also identified the factors using ex-
ploratory factor analysis. In this regard, Field 
(2017) indicates that Varimax method of orthog-

onal rotation seeks to maximize the dispersion of 
factor loadings and produce easier clusters of fac-
tors to understand. As such, it is ideally suited for 
exploratory research. Significant factor loadings 
of 0.40 and higher are retained in the study (Suhr, 
2006).

Table 2 shows that four elements were placed into 
20 of the 23 assertions. The three statements with 
factor loadings below 0.40 were discarded. The fac-
tor loadings are displayed in Table 3. The cumula-
tive variance explained by the four factors (53.3%) 
is noteworthy because it exceeds the required 50% 
(Field, 2017).

Factor 1 is labelled “Customer service and satisfac-
tion” and a total of 13 statements were loaded on 
Factor 1. The statements under factor 1 combine 
reputation, trust, loyalty, customer service and 
customer satisfaction statements. All these state-
ments had factor loadings above 0.40, suggesting 

Table 2. Brand loyalty antecedents in banking

Criteria Mean Std. dev

Customer Service 3.886

The likelihood of you spreading positive news about your bank 3.920 1.1023
Would you suggest friends/relatives do business with your bank? 3.740 1.1017
Intention to remain with your current bank 3.820 1.0560
Customer needs and requirements are met (customer centricity) 4.067 1.0210

Customer satisfaction 3.708

Intention to remain with your current bank 3.820 1.1648
Did your bank satisfy your requirements regarding services/products? 3.887 .9867
Level of satisfaction towards your current bank 3.807 .9603
Banking requirements were met, resulting in customer-centricity 3.320 1.1371

Customer loyalty 3.332

Level of loyalty towards the bank 3.833 1.0390
Likelihood of recommending your current bank to others 3.900 1.0915
Likelihood to sign up with another bank in 24 months 2.513 1.2888
Does the bank level of assistance contribute to your loyalty? 3.307 1.0865
The impact customer service has on loyalty 3.107 1.2857

Reputation 3.386

Your bank’s reputation in the public’s eye 4.027 .9192
Bank reputation influences your decision to sign up 3.573 1.1606
The impact of negative publicity prompting you to switch banks 3.227 1.2214
Would a corporate scandal deter you from signing up? 3.800 1.1872
Would you be comfortable admitting whom you bank with after recent negative news? 3.240 1.2461
Impact of senior management changes on your decision to sign up 2.453 1.2617

Brand trust 3.817

Do you trust your current bank with your savings? 3.727 1.0548
I am not comfortable transacting with a bank branded as corrupt 3.620 .8247
Impact of employee competency on your trust towards the bank 3.847 1.1913
The impact of non-compliance with regulators on your trust towards a bank 4.087 1.0987
I will not sign up with a bank that had a data breach 4.087 1.1109
High levels of trust form a buffer against negative experiences 3.533 1.0848
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higher importance among the respondents. Only 
one statement (D3) provided a negative factor load-
ing. The statement was inverted in its interpretation 
to accommodate the negative loading. A total of 8 
statements (D2, E1, E2, E3, E4, E5, E7) had a factor 
loading of more than 0.7, suggesting a high level of 
importance and significance to the respondents. As 
these statements predominantly consist of custom-
er service and satisfaction with an element of loy-
alty connected, factor 4 was labelled as the impor-
tance of customer service and customer satisfaction 
concerning customer loyalty. Factor 1 also had the 
highest variance factor of 34.17%.

Factor 1 reiterates the importance of customer ser-
vice and satisfaction concerning customer loyalty. 
These factors are instrumental in the banking sec-
tor and could contribute to obtaining a competitive 
advantage. According to Arslan (2020), one of the 
essential objectives that organizations strive to ac-

complish is customer loyalty. Customers loyal to 
a business can be a financial source of income for 
them and influence those around them with their 
recommendations and incentives, allowing the 
company to attract new clients more affordably. As a 
result, building customer loyalty offers a significant 
competitive advantage, prevents customer attri-
tion, secures revenue sources, and makes it simpler 
to acquire new clients. Factor 1 also corresponds 
with finding from studies before the pandemic (Al-
Msallam, 2015; Khadka & Maharjan, 2017) and re-
cent studies conducted during the pandemic (Lei et 
al., 2022; Arslan, 2020). This means that the pan-
demic had a little effect on this customer service 
and satisfaction as a brand loyalty antecedent. 

Factor 2 is labelled “Negative publicity on the repu-
tation” and consists of three statements, namely: B3, 
B4 and B6. Statement B3 had a factor loading above 
.7, suggesting a high level of importance. Statements 

Table 3. Exploratory factor analysis

No. Statements Factors
1 2 3 4

E2 I encourage friends and relatives to do business with my bank .892

E7 Do you believe your needs and requirements are the bank’s main priority, resulting in 
customer centricity? .887

E3 I intend to continue doing business with the bank .887

E5 As far as your business needs were concerned, were you satisfied, and could your 
bank deliver what you need? .864

D2 How likely are you to recommend your current bank to family and friends? .860
E4 Have a strong preference for this bank .811
D1 Are you loyal towards your current bank? .691
D6 Does your bank’s level of customer service play a role in your loyalty towards it? .651
C1 Do you trust your current bank with your life’s savings? .636
B1 Does your current bank have a good reputation in the public’s eye? .568

D5 Do you feel a sense of loyalty to your current bank due to the bank’s continued 
efforts to provide you with financial guidance? .542

D3 How likely are you to sign up with another bank in the future (1-24 months)? .511
E1 I say positive things about the bank to other people .418

B3 Would any form of negative publicity around your current bank prompt you to search 
for an alternative bank in the future? .780

B6 Would any sudden changes in senior management (Shareholders/Directors) influence 
your decision to sign-up with a bank or not? .684

B4 Would any corporate scandal involving a bank deter you from signing up with them in 
the future? .588

C4 What impact would non-compliance with regulators have on your trust in a bank? .754
C3 Would the level of employee competency impact your trust towards a bank? .733

B5 If you had to become aware of recent negative news involving your bank, would you 
feel comfortable publicly announcing whom you bank with? .701

C6 Does a high level of trust form a buffer against negative experiences that may arise 
among customers? .628

C5 Would you feel comfortable sign-up (FICA) with a bank knowing there have been data 
leaks in the past? .548

Variance explained 34.18% 7.51% 7.18% 6.54%
Cumulative variance explained 34.18% 41.68% 48.80% 55.34%
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B4 and B6 have a factor loading below .7, but well 
more than the cut-off factor loading of .40. Thus, 
all three statements are considered important and 
highly relevant to the factor. All three statements 
related to the reputational elements of the bank-
ing sector respondents. All three elements refer to 
negative and unexpected events that the public may 
become aware of. This relates to negative publici-
ty, corporate scandals, and sudden senior manage-
ment changes. This factor is thus labelled the im-
pact of negative publicity on the reputation. Factor 
2 explains a variance of 7.50% (see Table 3).

Negative word-of-mouth damages a bank’s brand 
reputation. Additionally, it damages a company’s 
financial bottom line (Doctor Genius Team, 2020).

Factor 3 is labelled “Regulatory compliance in 
trust”. Two statements, C3 and C4, are loaded on 
factor 3. These two statements deal with the trust 
per se that the respondents have towards their re-
spective banks. More specifically, these statements 
refer to the importance of compliance with reg-
ulators and the required employee competency 
with levels. This factor is labelled the importance 
of regulatory compliance in trust as the feedback 
from respondents considers non-compliance as a 
non-negotiable and significantly important. 

Both statements reflected a factor loading of more 
than 0.70, suggesting a high significance by the re-
spondents. Factor 3 explains a variance of 7.11% 
(see Table 3).

Factor 4 is labelled “Trust and reputation”. Three 
statements, B5, C5 and C6, are loaded on factor 4. 
These three statements deal with a reputational el-
ement and how certain factors affect the respond-
ents’ trust towards their respective banks. The 
reputational element covers the impact of negative 
news on your primary bank. The trust element 
speaks to how comfortable customers share data 
after data breach concerns and negative experi-
ences (Lei et al., 2022). This factor has thus labelled 
the importance of trust and reputation because 
they both tie into one another, and if one is influ-
enced, it will flow over to the other one indirectly. 

Statement B5 reflects a factor loading of 0.71, sug-
gesting that respondents regard this factor as very 
significant. Statements C5 and C6 had a factor 

loading above 0.40, suggesting both statements 
were relevant and important. Factor 4 explains a 
variance of 6.54% (see Table 3). 

Factors 3 and 4 combine regulatory compliance, 
trust and reputation within the sector and express 
each element’s importance. The theory reiterated 
trust as the cornerstone for the success of a bank. 
Trust is one of the driving factors in increasing 
loyalty and it directly influences a bank’s bottom 
line. Customers must trust their financial provid-
er to provide their needed products and services 
(Moneythor, 2021). However, many companies fail 
because they inadequately address the risks posed 
to their reputation. Some risks may include (but 
are not limited to) regulatory penalties, a drop 
in the quality of products and services and poor 
workplace conduct (Glossop, 2021).

Table 3 shows that the cumulative variance is 55.34%. 
This is marginally below the desired variance ex-
plained of 60% but well above the cut-off 50% mar-
gin; this signifies a good fit to the data (Field, 2017). 
It is also noteworthy that Factor 1 is the most signifi-
cant factor, with a cumulative factor of 34,17%.

This study identified the factors of brand loyal-
ty for banking clients. The next step in research 
could be to specifically explore the factors as an-
tecedents in banking competitiveness. Each factor 
can be studied, and its impact and a bank’s com-
petitiveness could be assessed. Likewise, an in-
depth research of the individual factors, another 
lucrative option is to study the drivers of each fac-
tor. This means that the drivers behind each factor 
could be studied to determine the “why” behind 
the factor. Why do respondents regard this factor 
as a significant antecedent of brand loyalty? Such 
an understanding could also improve brand loy-
alty because managerial interventions could focus 
on these reasons, thereby improving loyalty lev-
els. Future research can do a confirmatory study 
whereby these results are tested among a much 
larger (and diverse) population of banking clients. 

The study is limited by the South African population 
diversity. This can influence the international oper-
ation effectiveness. Likewise, the study did not dif-
ferentiate between cultural, religious, biographic, or 
other variables. It could be that different sub-groups 
and nationalities perceive brand loyalty differently.
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CONCLUSION

The banking sector in South Africa is highly competitive and subject to brand loyalty inf luences. 
Brand loyalty is regarded highly within this industry. It directly inf luences customers’ trust, loyal-
ty, customer service and customer satisfaction. The findings reiterate banks’ importance in man-
aging brand loyalty interventions among current customers. A high brand loyalty level also attracts 
new customers. There are currently several banks to choose from in the South African market. 
Strong competition necessitates that all banks offer high service levels and a variety of products to 
their loyal clients.

This study contributes to the body of knowledge by increasing the understanding of the specific factors 
influencing brand loyalty in South African banks. Banks need to decide which areas or gaps need to be 
filled to meet customer expectations and reach greater customer satisfaction. This study supports the 
banking industry in comprehending the important problems that have an impact on both their perfor-
mance and clientele. In addition, banks have a great opportunity to improve customer satisfaction levels 
and expand their client bases. Understanding brand loyalty will give banks an immediate competitive 
edge. The study’s results can also assist banking industry management in making wise and informed 
business decisions. The study confirmed that, in a COVID-19 pandemic environment, brand loyalty is 
still an important strategic option in the managers’ arsenal to maintain a competitive edge. More so, the 
study confirmed that in a COVID-19 pandemic environment, each brand loyalty antecedent (Service 
quality, Customer service, Trust, Customer loyalty and Reputation (as detailed in Table 2) are all still 
critical to manage brand loyalty in the South African banking industry.

In conclusion, this study measures brand loyalty antecedents and identifies brand loyalty factors of 
South African banking clients. All the antecedents remain important and reliable in the COVID-19 
pandemic environment. Regarding the four identified factors, the first factor is the most important as 
it explains most of the variance (34%). Managerial interventions to address brand loyalty should thus 
focus on this factor before addressing the other three factors. South African bank managers can now 
use the factors identified for managerial intervention strategies to improve brand loyalty amongst their 
banking clients; as such better client retention should improve the banks’ competitiveness. This should 
also improve the banks’ profitability and returns on investment in the long run.
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