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ABSTRACT

This study aims to identify the factors influencing customer loyalty in a group of variabes by applying logistic regression
analysis. The study investigates the impact of four independent variables—service quality, customer satisfaction, trust and
perceived value on customer loyalty. Data were collected through a structured questionnaire and analyzed using the SPSS
software. The results showed that service quality, trust, and satisfaction have a significant positive effect on customer loyalty,
while perceived value, had no significant influence. The study recommends that public organizations focus on enhancing service
quality and building customer trust to increase loyalty and long-term engagement.
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INTRODUCTION

Customer loyalty is considered one of the most important indicators of an institution’s success in light of the increasing
competition in markets. Retaining existing customers and ensuring the continuity of their dealings with the institution represent an
essential element for sustaining performance and achieving competitive advantage. Therefore, understanding the factors affecting
customer loyalty is an important step in building effective marketing strategies. From an analytical perspective, logistic regression
analysis represents an accurate statistical tool for measuring the relationship between a set of independent variables and a binary
dependent variable representing the customer’s decision to remain loyal or not.

RESEARCH PROBLEM

Many service institutions face increasing challenges in maintaining customer loyalty due to growing customer expectations and
intensified competition among public and private institutions regarding service quality. Despite the efforts made to improve
performance and develop services, customer loyalty levels remain inconsistent, indicating the existence of multiple factors
influencing loyalty to varying degrees.

RESEARCH OBJECTIVES

. Identifying the main factors affecting customer loyalty in service institutions.
. Using logistic regression analysis to estimate the direction and strength of relationships between variables.
. Providing practical recommendations to improve the performance of Rafidain Bank branches in customer service.

IMPORTANCE OF THE RESEARCH

. The importance of this research lies in combining the practical administrative aspect (customer loyalty) with the
analytical statistical aspect (logistic regression), which helps decision-makers identify the most important determinants of loyalty
and direct efforts toward them.
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. Assisting service administrations in identifying the key factors that ensure customer satisfaction, loyalty continuity, and
improvement of public service quality.

RESEARCH HYPOTHESES

The main hypotheses of the research are as follows:

. H1: There is a statistically significant relationship between service quality and customer loyalty.

) H2: There is a statistically significant relationship between customer satisfaction and customer loyalty.
. H3: There is a statistically significant relationship between customer trust and customer loyalty.

) H4: There is no statistically significant relationship between perceived value and customer loyalty.

RESEARCH METHODOLOGY

The study adopted the descriptive analytical approach. A questionnaire [6] was designed containing a set of items representing the
study variables and distributed to a random sample of 120 customers from several branches of Rafidain Bank.

The data were analyzed using SPSS Version 26, where binary logistic regression analysis was employed to measure the effect of
independent variables on customer loyalty.

THEORETICAL FRAMEWORK
CONCEPT OF CUSTOMER LOYALTY

According to Wisal (2025) [4], loyalty is defined as a behavioral phenomenon resulting from a high level of satisfaction achieved
through the experience of using a particular brand. This creates a positive attitude and strong attachment toward the brand by the
customer, leading to behavioral responses represented by repeat purchases of the same brand when needed (brand loyalty).
Different types of loyalty can be distinguished as follows [4]:

o Emotional Loyalty: The characteristics of the product or service enable customers to remember it. Institutions seek to
create a good reputation and improve their image through continuous review of market feedback.

o Name Loyalty: Loyalty to a specific name or brand itself, such as loyalty to a particular bank, where the bank becomes
an essential part of customers’ lives.

. Attribute-Based Loyalty: Customer loyalty linked to the perceived value of key product or service attributes.
Encouraging customers to try the product is a way to gain future loyalty.

. Switching-Cost Loyalty: Customers remain loyal because the cost of switching to another institution is high compared
with the expected benefits.

. Convenience Loyalty: Loyalty based on ease of dealing with the institution and the level of convenience provided.

o Relational Loyalty: Loyalty resulting from the customer’s feeling that continued interaction provides additional
benefits.

. Habitual Loyalty: Loyalty resulting from long-term habitual use of a product or service.

IMPORTANCE OF CUSTOMER LOYALTY IN SERVICE INSTITUTIONS

Customer loyalty has strategic importance in governmental service institutions because it contributes to improving beneficiary
satisfaction and enhancing the institution’s image. It also reduces service delivery costs due to continued interaction with the same
customer. The importance of customer loyalty can be summarized as follows [4]:

. Reducing Marketing Costs: Retaining current customers costs less than attracting new ones.

. Source of Institutional Stability: Loyal customers generate more stable revenues.

. Attracting New Customers: Loyal customers positively promote the institution through word-of-mouth communication.
. Providing Time to Respond to Competitors: Loyal customers are less likely to switch to competitors.

FACTORS AFFECTING CUSTOMER LOYALTY

Marketing literature indicates that customer loyalty is influenced by several variables depending on the nature of the service and
organizational context. The most prominent factors are as follows [2]:
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SERVICE QUALITY

Service quality is one of the main factors customers rely on when selecting a service and is often used as the basis for evaluation.
It is measured through five dimensions:

. Tangibles

. Reliability

o Responsiveness
. Assurance

o Empathy

Many studies indicate a strong positive relationship between service quality and customer loyalty.

CUSTOMER SATISFACTION

Customer satisfaction is considered one of the key determinants of loyalty because it reflects the comparison between customer
expectations and actual service performance.

Johnston et al. (2012) [6] emphasized that customer satisfaction represents the intermediate stage between service quality and
loyalty.

TRUST
Trust is an important psychological and behavioral factor connecting customers with institutions over the long term. It refers to
the customer’s belief in the institution’s ability to fulfill promises honestly and transparently.

According to Grigoroudis (2010) [5], trust is defined as a person’s reliance on another under conditions of risk in order to achieve
a specific goal.

PERCEIVED VALUE

Perceived value refers to the customer’s evaluation of the benefits received compared to the time, effort, and costs incurred.
The more customers feel that the service provided equals or exceeds what they sacrifice, the greater their loyalty and willingness
to continue dealing with the institution [1].

RELATIONSHIP BETWEEN VARIABLES AND LOYALTY

These factors collectively contribute to forming loyalty as a cumulative outcome of the customer’s overall experience.

. Service quality affects loyalty directly and indirectly through satisfaction.

. Customer satisfaction strengthens and maintains relationships.

. Trust acts as a psychological mediator that enhances the intention to continue.
o Perceived value reflects the sense of fairness and return.

Logistic regression analysis is considered an appropriate statistical tool for estimating the effect of these factors because it enables
the prediction of customer loyalty probability (loyal/non-loyal) based on the levels of independent variables while determining the
strength and direction of each statistical relationship.

CONCEPTUAL RESEARCH MODEL

The conceptual framework of the study can be represented as follows:

Service Quality —
Customer Satisfaction —
Trust — Customer Loyalty (Dependent Variable)

Perceived Value —
The arrows indicate the assumed causal relationships between the independent and dependent variables, which will be tested using
logistic regression analysis.

STATISTICAL ANALYSIS
RELIABILITY TEST

To ensure the internal consistency of questionnaire items, Cronbach’s Alpha coefficient was used.

Table 1 Cronbach’s Alpha Coefficients
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Variable Number of Items Cronbach’s Alpha Reliability Level
Service Quality 6 0.86 High
Customer Satisfaction 4 0.88 High
Trust 5 0.90 Very High
Perceived Value 4 0.82 Good
Total Questionnaire 19 0.89 Very High

Table (1) shows that all values are greater than 0.70, indicating very good internal consistency and confirming the reliability of the
questionnaire for statistical analysis.

DESCRIPTIVE STATISTICS

Table 2. Descriptive Statistics

Variable Mean Standard Deviation Response Level
Service Quality 3.97 0.61 High
Customer Satisfaction 4,12 0.55 Very High
Trust 4.08 0.58 Very High
Perceived Value 3.76 0.67 Moderate to High

Table (2) indicates that the means of all variables are relatively high (except perceived value), while customer satisfaction and
trust received the highest evaluations among the independent variables.

CORRELATION MATRIX

Table 3. Correlation Matrix

Variable Customer Loyalty Service Quality | Customer Satisfaction | Trust Perceived Value
Customer Loyalty 1
Service Quality 0.62 1
Customer Satisfaction 0.70 0.65 1
Trust 0.74 0.68 0.72 1
Perceived Value 0.48 0.53 0.56 0.51 1

The correlation coefficients shown in Table (3) are all positive and statistically significant at the 0.01 significance level, indicating
a strong positive relationship between the four factors and customer loyalty.

MODEL FIT TEST

Table 4. Model Fit

Statistic Value
Cox & Snell R2 0.51
Nagelkerke R? 0.62
Hosmer and Lemeshow Test 0.43

Table (4) shows that according to the Cox & Snell criterion, the model explains 51% of the variance in loyalty, while the
Nagelkerke criterion indicates that the model explains 62% of the variance in loyalty. The Hosmer and Lemeshow Test value
(0.43 > 0.05) indicates that the model fits the data adequately.

REGRESSION COEFFICIENTS

Table 5. Regression Coefficients

Variable B S.E. | Wald Sig. Exp(B)
Service Quality 0.86 | 0.36 | 567 | 0.017 2.36
Customer Satisfaction 1.12 | 0.39 7.83 0.004 3.06
Trust 1.45 | 042 | 11.98 | 0.001 4.27
Perceived Value 0.21 | 0.22 0.90 0.34 1.23
Constant -3.25 | 0.89 | 13.29 | 0.000 —

Table (5) shows, based on the Wald statistic, that all logistic regression coefficients are statistically significant except for
perceived value, which is not statistically significant (p > 0.05).
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The odds ratios Exp(B) are greater than 1, indicating that all independent variables positively affect loyalty to varying degrees.
Trust has the strongest effect, with an odds ratio of 4.27, meaning that a one-unit increase in trust increases the odds of customer
loyalty by 4.27 times. Meanwhile, the perceived value coefficient is close to one, indicating no significant effect on customer

loyalty.

RECOMMENDATIONS

. Developing sustainable programs to strengthen trust between the institution and customers.
) Adopting a periodic feedback system to measure and improve customer satisfaction.

o Investing in employee training to improve service quality.

. Reconsidering pricing policies to enhance perceived value.

o Utilizing logistic regression analysis results in formulating targeted marketing strategies.
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Questionnaire Form

Dear Participants,

Peace and blessings be upon you.

First, 1 would like to thank you for taking the time to answer this questionnaire. The aim of this research is to study the factors
affecting customer loyalty through an analytical study using logistic regression analysis.
We assure you that all information provided will be used solely for scientific research purposes and will remain completely
confidential and will not be used for any other purpose.

Please read each statement carefully and answer honestly and accurately.

Thank you for your cooperation.

Section One: General Information

1. Gender:

U Male U Female

2. Age:

UJ Less than 25

] 25-34

[135-44

1 45-54

L1 55 and above

3. Educational Level:

] Below Secondary School

[ Secondary School

LI Diploma/Technical

[ Bachelor’s Degree

U] Postgraduate Studies

Section Two: Measurement Items of the Variables
Please place a check mark (v) under the number that best expresses your opinion for each statement.
Scale:

Strongly Disagree Disagree | Neutral | Agree Strongly Agree
1 2 3 4 5
A. Service Quality
No. Statement Strongly Disagree Disagree Neutral | Agree Strongly Agree
1 Employees provide services efficiently O O O O O
and skillfully.
2 The knowledge and information O O O O O
available to employees are sufficient to
meet my needs.
3 Procedures and services are completed O O O O O
within the expected time.
4 The facilities (waiting area,
cleanliness, equipment) are appropriate
and comfortable.
5 The service is consistent and provided O O O O O
with the same quality every time.
B. Customer Satisfaction
No. Statement Strongly Disagree Disagree Neutral Agree Strongly Agree
1 I am satisfied with my overall O O | | |
experience with the institution.
2 The service | received meets my O O | | |
expectations.
3 | feel that my time was respected while O O O O O
receiving the service.
4 The rate of errors or problems during O O O O O
service delivery is low.
C. Trust in the Institution
| No. | Statement | Strongly Disagree | Disagree | Neutral | Agree | Strongly Agree
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1 | trust that the institution handles my | O O O O
requests credibly.
2 | believe that the information O O O O O
provided by the institution is accurate
and reliable.
3 I feel reassured about the institution’s O | | | ]
data and information protection
policies.
4 | believe that the institution operates O O O O O
with integrity and transparency.
D. Perceived Value
No. Statement Strongly Disagree Disagree Neutral Agree Strongly Agree
1 | The service | receive is worth the time O O O O O
and effort | spend.
2 | consider the service valuable O O O O
compared to what | provide (time or
effort).
3 I obtain clear benefits from using this O O O O U
service.
E. Customer Loyalty — Emotional and Behavioral Measurement
1. Will  you continue using the  services this  institution  during coming  year?
U Yes ] No
2. Have you ever recommended this institution’s services to another person?
U Yes ] No
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