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ABSTRACT

This study evaluates the relationship between front line employees' emotional intelligence with co-
creation and customer loyalty. The population under study consisted of expert and managerial level
employees at the Pasargad Bank in Tehran; 323 subjects participated in the data gathering process
and responded to the questionnaires of emotional intelligence, co-creation, loyalty, and customer
satisfaction. Reliability and validity of the tools were assessed using Cronbach's alpha coefficient and
confirmatory factor analysis. Pearson correlation coefficient, structural equation model, and Amos
software were used to analyze the data. The results show that front line employees' emotional
intelligence is associated with co-creation, loyalty, and customer satisfaction. In addition, the results
confirm the relationship of co-creation and customer satisfaction to customer loyalty; it also suggests
that emotional intelligence has an indirect positive and significant effect on customer loyalty through
co-creation and customer satisfaction.
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1. Introduction

In the competitive market today, many organizations are losing their customers.
But this loss of customers does not mean the need for customers to disappear, but they
provide their need from another place. In addition, in today's competitive wotld, all
commercial and service firms use every trick to achieve their goals to gain more market
share. Meanwhile, obtaining customer satisfaction and loyalty, as well as providing
specialized and desirable services to preserve them is regarded as a source of income that
encourages them to refer back to the institution. In addition to repeatedly referring to his
or her favorable organization for the purchase of products or the use of services, A loyal
customer plays an important role in enhancing the profitability and improving the image
of the organization in the minds of potential customers as a factor in promoting the
organization's products and services, through recommendations and orders to relatives,
friends or other people [9]. Researchers emphasize the positive relationship between
customer loyalty and business performance [21]. Barroso Castro and Martin Armario [3]
argue that loyal customers not only raise the value of business but also allow businesses
to keep their costs low in comparison to attracting new customers. Harris and Goode
[18] consider loyalty as a strong commitment to re-purchasing a product or service in the
future, so that the same brand or product is purchased despite the potential impact of its
competitors' marketing efforts. On this basis, it can be said that loyalty is a profound
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commitment to re-purchasing a superior product or service in the future, which means
re-purchasing a brand, despite the environmental effects and the marketing actions of
competitors to change behavior [20; 33]. Therefore identifying the factors affecting
customer loyalty seems essential.

Several factors may contribute to overall customer loyalty. These factors may be factors
related to the product and the manner in which it is provided or related to the customer.
Meanwhile, the method of communicating sales staff or employees who are directly
concerned with providing customer service or product can be an effective factor in
promoting customer loyalty. Frontline employees' emotional intelligence effectively
defines the quality of their behavior.

Customer-co-creation means that customers actively engage in some design,
transformation, and experience-making practices [27]. In relationships and business
networks, value co-creation for the customer can be examined from three perspectives:
creating value for the customer, creating value for the supplier, and co-creation of value
for the customer-supplier [34]. The customet's perspective refers to the way of supetior
value perceived by the seller’s suggestion in comparison with the options available. The
suppliet's view considers customers’ need as the key capital of the company and
emphasizes the attraction and preservation of customers through customer capital
management. Customer supplier perspective focuses on the co-creation of value through
relationships, cooperation, alignment, and unity [34]. In the process of value co-creation,
the company's resources are combined and new combinations of capabilities are
developed; thus, they enable companies to achieve results that each of the sources alone
could not produce such results. Recent research emphasizes the value of co-creation
through the interaction between the buyer and the seller [8].

According to Portet's value chain (1985), in the process of value-co-creation, the
customer is not outside the value creation process and is not considered as the inactive
actor of the value-receiver, but the customer participates in value co- creation through
interactions with partners and partners [26]. Researches have shown that value-co-
creation has an impact on customer loyalty [8; 22; 6; 13] because collaborative activities
in the process of value-co-creation in the context of business services can greatly
improve the perceived value of customers. One of the variables recently considered in
the researches is the emotional intelligence of the staff [15; 17]. The term emotional
intelligence comes from the belief that excitement is an important element of
intelligence. Emotional intelligence is rooted in the concept of social intelligence, which
was first identified by Thorndike (1920; 4). Social intelligence was later described by
Gardner [11] as interpersonal and intrapersonal intelligences [2]. Emotional intelligence
creates equilibrium between emotion and recognition that results in adaptive action [31].
The quadrilateral pattern of emotional intelligence shows that emotional intelligence is
the result of interrelated abilities: 1) emotion perception in oneself and others; 2) using
excitement to facilitate decision-making; 3) emotion comprehension; 4) control of self-
excitement and others’ excitement. According to Bar On's combined pattern [16],
emotional intelligence consists of emotional self-awareness and various characteristics
and skills that can be deduced from effective application or regulation of emotions such
as interpersonal relationships, problem solving, and stress tolerance. Emotional
intelligence covers individual differences in personal emotional capabilities (stress
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control) and interpersonal emotional capabilities (stress perception) [30].

Studies about emotional intelligence show a significant relationship between employee's
emotional intelligence and customer satisfaction and loyalty [24; 10; 1; 25; 32; 19]. In
general, employees' emotional intelligence has a positive effect on co-creation and
consequently on customer loyalty. Therefore, in order to increase the likelihood of such a
positive partnership and the management of brand assets, companies need to develop
strategies that increase and grow co-creation and, as a result, loyalty of customers. Despite
the importance and attention to customer loyalty, few empirical studies have investigated
the effect of employees' emotional intelligence and co-creation on customer loyalty within
the framework of a causal model. In this regard, this research tries to uncover the amount
of increase in the satisfaction and trust of customers who experience co-creation. In this
manner, they can find the necessary amount for increasing emotional intelligence in order
to create stronger connections with the company and become more loyal.

2. Research Methodology

The present study is an applied research based on its objectives. It can be
considered as a descriptive-survey. The statistical population of the study includes expert
and managerial level employees at the Pasargad Bank in Tehran. According to the
obtained data, the total population includes 2484 people. The Cochran formula was used
to determine the sample size. So, 333 employees from the category of experts and
bankers in Pasargad Bank in Tehran were selected as subjects of the study. Simple
random sampling method has been employed in order to get feedback from bank staffs.
350 questionnaires were distributed to ensure the return of the questionnaire. 338
questionnaires were returned, 15 questionnaires were excluded from the analysis because
they were incompletely answered, and 323 questionnaires were analyzed. Different
descriptive and inferential methods are used to analyze the data. For descriptive statistics,
indicators such as percentage, mean, and standard deviation have been used while
confirmatory factor analysis and structural equation modeling have been used for
inferential methods. SPSS and AMOS softwares were used to analyze the data. In this
research, alpha of over 0.7 is considered a suitable tool for reliability. Therefore,
reliability measurement was performed using Cronbach's alpha and SPSS 21 software.

Table 1. Cronbach's alpha coefficients of research variables

Variables Cronbach's alpha
Emotional Intelligence 0.92
Customer satisfaction 0.89
Value co-creation 0.79
Costumer loyalty 0.81

3. Research Findings
3.1 Confirmatory Factor Analysis of Data

In order to enter the structural equations, the research tools must be verified for
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validating the construct. Confirmatory factor analysis has been used to verify each
variable as well as each statement of the variables. In fact, confirmatory factor analysis is
used to determine the fit of the measurement model. Confirmatory factor analysis is in
fact a theory test model, in which the researcher begins his analysis with an assumed
hypothesis. This model, which is based on a strong empirical and theoretical foundation,
determines which variables are correlated with which factors and which factors are
associated with which factors. It also provides the researcher with a reliable method for
evaluating validity of constructs. In this way, he can test hypotheses about data factor
structure that results from a predetermined model with a specific number and a
combination of agents. By determining the fit of a predetermined factor model,
confirmatory factor analysis tests optimal matching of observed and theoretical factor
structures for the data set. After a brief explanation of fit indicators, this section analyzes
confirmatory factor analysis related to each of the factors mentioned in the conceptual
model.

3.2 Confirmatory factor analysis of emotional intelligence

As seen, the output of standardized coefficients of Amos for the emotional
intelligence variable has been reported in Figure 1. All questions have factor loads higher
than 0.3 and significant.
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Figure 1. Amos output for emotional intelligence variable
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According to Amos output, calculated x2/df value is 2.16, the presence of x2/df smaller
than 3 represents fitting of the model. Moreover, Root Mean Square Error of
Approximation (RMSEA) should be less than 0.08, which is 0.06 in the proposed model.
The GFI, AGFI, CFI, and NFT indices should also be more than 0.9, which are higher
than the calculated model in the model under review. Therefore, the data of this research
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are fitted with the factor structure of this scale; this indicates the alignhment of questions
with the variable of emotional intelligence.

3.3 Confirmatory factor analysis of value co-creation

As seen, the output of standardized coefficients of Amos for the value co-
creation variable has been reported in Figure 2. All questions have factor loads higher
than 0.3 and significant.

Figure 2. Amos output for value co-creation variable

Accotding to Amos output, calculated x2/df value is 2.19, the presence of x2/df smaller
than 3 represents fitting of the model. Moreover, Root Mean Square Error of
Approximation (RMSEA) should be less than 0.08, which is 0.061 in the proposed
model. The GFI, AGFI, CFI, and NFTI indices should also be more than 0.9, which are
higher than the calculated model in the model under review. Therefore, the data of this
research are fitted with the factor structure of this scale; this indicates the alignment of
questions with the variable of value co-creation.

3.4 Confirmatory factor analysis of customer satisfaction

As seen, the output of standardized coefficients of Amos for the customer
satisfaction variable has been reported in Figure 3. All questions have factor loads higher
than 0.3 and significant.

customer satisfaction

Figure 3. Amos output for customer satisfaction variable

Accotding to Amos output, calculated x2/df value is 2.04, the presence of x2/df smaller
than 3 represents fitting of the model. Moreover, Root Mean Square Error of
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Approximation (RMSEA) should be less than 0.08, which is 0.057 in the proposed
model. The GFI, AGFI, CFI, and NFI indices should also be more than 0.9, which are
higher than the calculated model in the model under review. Therefore, the data of this
research are fitted with the factor structure of this scale; this indicates the alignment of
questions with the variable of customer satisfaction.

3.5 Confirmatory factor analysis of customer loyalty

As seen, the output of standardized coefficients of Amos for the customer
loyalty variable has been reported in Figure 4. All questions have factor loads higher than

0.3 and significant.
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Figure 4. Amos output for customer loyalty variable

customer loyalty

Accotding to Amos output, calculated x2/df value is 1.43, the presence of x2/df smaller
than 3 represents fitting of the model. Moreover, Root Mean Square Error of
Approximation (RMSEA) should be less than 0.08, which is 0.036 in the proposed
model. The GFI, AGFI, CFI, and NFTI indices should also be mote than 0.9, which are
higher than the calculated model in the model under review. Therefore, the data of this
research are fitted with the factor structure of this scale; this indicates the alignment of
questions with the variable of customer loyalty.

3.6 Descriptive indexes of research variables
Table 1 represents indicators of descriptive statistics for the sample including

mean and standard deviation for the variables studied in this research.

Table 2. Descriptive indexes of research variables

Variables Mean Standard deviation
Emotional intelligence 3.16 0.73
Customer satisfaction 2.96 0.97
Value co-creation 2.82 0.78
Costumer loyalty 2.99 0.90

3.7 Data Normality Test

Kolmogorov-Smirnov test has been used to ensure the normality of the data
collected by statistical distributions. This test aims to uncover whether the distribution of
variables is normal or not.
Null hypothesis and alternative hypothesis to test data normality are as following:
HO: Data are distributed normally.
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H1: Data are not distributed normally.

Given that parametric methods are used in societies with normal functions and
nonparametric methods are used in non-normalized societies, normal or abnormal
distribution of research data should be examined at first. Kolmogorov-Smirnov (KS) test
is employed in this regard. If the research data is normal, Pearson correlation coefficient
will be used and otherwise the Spearman correlation coefficient, which is a
nonparametric method, will be used to test the research hypotheses.

Table 3. Kolmogorov Smirnov test to examine research variables normality

Variables Z Significance level
Emotional intelligence 0.750 0.627
Customer satisfaction 1.19 0.116
Value co-creation 1.123 0.085
Costumer loyalty 1.03 0.234

According to Table 2, Kolmogorov-Smirnov test shows that significance level for all
variables is not significant. Hence, null hypothesis (data normality) is confirmed and
alternative hypothesis (data abnormality) is rejected. Therefore, Pearson correlation
coefficient test and structural equation modeling are used to examine the research
hypotheses.

3.8 Research Variables Correlation

After determining the validity of measurement tools, identifying the relationship
between vatiables is the next step is to enter the discussion of structural equations.,
Pearson correlation coefficient has been used to determine the relationship between the
present variables in the model. The results of the correlation coefficient between the
variables of research are included in Table 3. The findings show that the correlation
coefficient of emotional intelligence is positive and significant at 0.01 level with customer
satisfaction (r = 0.59), value co-creation (r = 0.55) and customer loyalty (r = 0.56). The
correlation coefficient of customer satisfaction is positive and significant at 0.01 level
with value co-creation (r = 0.52) and customer loyalty (r = 0.58). The correlation

coefficient of co-creation and customer loyalty (r = 0.58) is positive and significant at
0.01 level.

Table 4. Correlation matrix of research constructs

. Emotional Customer Value co- Costumer
Variables . . . . .
intelligence satisfaction creation loyalty
Emotional intelligence 1
Customer satisfaction 0.59** 1
Value co-creation 0.55%* 0.52%* 1
Costumer loyalty 0.56** 0.61*+* 0.58** 1

*p<0.05; *p<0.01
Figure 5 represents tested model for research hypotheses along with standardized values

on each of the paths. The findings show that the effect of emotional intelligence on the
customer satisfaction, value co-creation, and customer loyalty is positive and significant.
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The effect of value co-creation and customer satisfaction on customer loyalty is positive

and significant.
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Figure 5. Research-tested model

Table 4 displays direct and indirect effects as well as variance explained of the research
variables.

Table 5. The results of the tested model
Paths

Variance
explained

Indirect

Direct effect effect

On customer loyalty from:

Customer satisfaction

0.37**%(4.923)

Value co-creation

0.45%*(5.077)

Emotional intelligence

0.29%*(3.426)

0.57(3.982)

62%

On customer satisfaction from:

Emotional intelligence

0.70%(11.252)

48%

On value co-creation from:

Emotional intelligence

0.69%(9.199)

48%

Mediating role of customer satisfaction in
relationship between employees’ emotional
intelligence and customer loyalty:

0.26**(4.510)

Mediating role of value co-creation in
relationship between employees’ emotional
intelligence and customer loyalty:

0.31%%(4.519)

*#p<0.05; *p<0.01

The results of Table (8) show that the effect of emotional intelligence on the customer
satisfaction, value co-creation, and customer loyalty is positive and significant. The effect
of value co-creation and customer satisfaction on customer loyalty is positive and
significant. The mediating role of customer satisfaction in the relationship between
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employees’ emotional intelligence and customer loyalty is positive and significant. The
mediating role of value co-creation in the relationship between employees’ emotional
intelligence and customer loyalty is positive and significant. As shown in Table 8, 62% of
customer loyalty variance, 48% of customer satisfaction variance, and 48% of variance of
value co-creation are explained by the variables in the present research model. The fitting
indices obtained for the tested model indicate that the RMSEA index has an acceptable
level of 0.054 in the estimated model. Moreover, other fitness indexes such as CFI, GFI,
NFI, and AGFI are respectively 0.98, 0.93, 0.95, and 0.91; thus, they are acceptable.
These goodness of fit features show that the data from this research is fit with the
constructs of the model. Table 5 reports results of testing research hypotheses.

Table 6. Results of testing research hypotheses

. Test
Hypothesis result
Frontline employees' emotional intelligence is associated with the co-creation of C

onfirmed
the customer.
Frontline employees' emotional intelligence is related to customer loyalty. Confirmed
Frontline employees' emotional intelligence is related to customer satisfaction. Confirmed
Co-creation is related to customer loyalty. Confirmed
Satisfaction is related to customer loyalty. Confirmed
Co-creation of the customer is mediator in the relationship between the front line Confirmed
employees' emotional intelligence and customer loyalty.
Customer satisfaction is mediator in the relationship between the front line Confirmed
employees' emotional intelligence and customer loyalty.

Conclusion

First hypothesis: Frontline employees' emotional intelligence is
associated with the co-creation of the customer.
The results showed that frontline employees' emotional intelligence is related to the
customet's co-creation. So frontline employees' emotional intelligence leads to increase
in customer co-creation. This finding suggests that emotional intelligence of employees
makes the customers participate in the development of the new product of the bank
actively, share long-term plans of their products with customers, customers and banks
participate in solving problems in the process of communication with each other,
responsibility for doing things and work is divided in many aspects of relationships with
buyers, bank is responding to changes that are made in relation to customers, and
customers and the bank work together to solve unexpected events.
Second hypothesis: Frontline employees' emotional intelligence is related to
customer loyalty.
The results show that front line employees' emotional intelligence is related to customer
loyalty. So frontline employees' emotional intelligence leads to increase in customer
loyalty. This finding is consistent with the findings of Mufidi and Moalemi Bahmani [24],
A'lam [1] and Nasiti Asl [25]. Emotional intelligence is one of the components that can
greatly play a role in other people's relationships. According to Goleman [14], it is a
definite and inevitable condition in the organization. Employees that have emotional
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intelligence are effective employees who achieve goals with maximum productivity,
satisfaction and commitment [32]. Today, many organizations are undergoing change,
and any change requires employees and managers who are adaptable and compatible to
change.

Thitd hypothesis: Frontline employees' emotional intelligence is related to
customer satisfaction.

The results show that front line employees' emotional intelligence is related to customer
satisfaction. So frontline employees' emotional intelligence leads to increase in customer
satisfaction. This finding is consistent with the findings of Mufidi and Moalemi Bahmani
[24], A'lam [1], and Nasiri Asl [25]. In explaining this finding, one can say that employees
with high emotional intelligence, with an emphasis on recognizing the emotions and
emotions of others ideally, fulfill the expectations of customers to the extent that they
can. In addition, employees with high emotional intelligence emphasize empathy and the
good ability to manage relationships as well as individual considerations [19]. As a result,
they increase customer satisfaction and make customers happy with their decision to use
bank services, have many positive experiences with using bank services, feel comfortable
in using bank services, and believe that their choice to use bank setrvices is a wise choice.
Fourth hypothesis: Co-creation is related to customer loyalty.

The results showed that value co-creation is related to customer loyalty. So frontline
employees' value co-creation leads to increase in customer loyalty. This finding is
consistent with the findings of Giner and Rillo [13], Cossio-Silva et al. [§], Chen et al [6],
Wang et al. [32], and Ranjan et al. [28]. In explaining this finding, it can be said that
customer loyalty will increase if customers participate in the development of the new
product of the bank actively, share long-term plans of their products with customers,
customers and banks participate in solving problems in the process of communication
with each other, responsibility for doing things and work is divided in many aspects of
relationships with buyers, bank is responding to changes that are made in relation to
customers, and customers and the bank work together to solve unexpected events.

Fifth hypothesis: Satisfaction is related to customer loyalty.

The results showed that satisfaction is related to customer loyalty. So frontline
employees' satisfaction leads to increase in customer loyalty. This finding is in line with
the findings by Motaharinejad et al [23], Ghorbani et al [12], Choi and Kim [7], Chen and
Lee [5], and Michel-Romero et al [29]. This finding indicates that customer loyalty to the
company will be higher when customers ate satisfied with the company's setvices, their
expectations are satisfied, they have expetience of the satisfaction of the company's
services, the atmosphere of dealing with customers is friendly, company's employees
provide accurate information on the way to provide services to customers, respond to
customer requests, respond to customers with issues and problems, and they provide
high quality services.

Sixth hypothesis: Co-creation of the customer is mediator in the relationship
between the front line employees' emotional intelligence and customer loyalty.
The results showed that emotional intelligence has a positive and significant indirect
effect on customer loyalty. Therefore, customer co-creation is the mediator of
relationship between front line employees' emotional intelligence and customer loyalty.
As a result, emotional intelligence can increase customer loyalty by influencing customer
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co-creation.

Seventh hypothesis: Customer satisfaction is mediator in the relationship
between the front line employees' emotional intelligence and customer loyalty.
The results showed that emotional intelligence has a positive and significant indirect
effect on customer loyalty. Therefore, customer satisfaction is the mediator of
relationship between front line employees' emotional intelligence and customer loyalty.
As a result, emotional intelligence can increase customer loyalty by influencing customer
satisfaction.

In general, the results showed that frontline employees' emotional intelligence is related
to the customet's co-creation. Frontline employees' emotional intelligence leads to
increase in customer co-creation. Frontline employees' emotional intelligence is related to
customer loyalty. Thus, frontline employees' emotional intelligence leads to increase in
customer loyalty. Frontline employees' emotional intelligence is trelated to customer
satisfaction. Thus, frontline employees' emotional intelligence leads to increase in
customer satisfaction. Value co-creation is related to customer loyalty. Therefore,
frontline employees' emotional intelligence leads to increase in customer loyalty.
Customer satisfaction is related to customer loyalty. Therefore, frontline employees'
emotional intelligence leads to increase in customer loyalty. Emotional intelligence has a
positive and significant indirect effect on customer loyalty. Therefore, customer co-
creation is mediator of the relationship between front line employees' emotional
intelligence and customer loyalty. Emotional intelligence has a positive and significant
indirect effect on customer loyalty. Therefore, customer satisfaction is mediator of the
relationship between front line employees' emotional intelligence and customer loyalty.
The results show that front line employees' emotional intelligence is related to customer
co-creation, customer satisfaction, and customer loyalty. Accordingly, it is suggested for
managers and authorities at Pasargad Bank in Tehran to hold workshops on "promoting
emotional intelligence of employees and managers" in order to increase the emotional
intelligence of employees and managers. By increasing emotional intelligence, employees’
ability to recognize, access, and create emotions to help thinking, understanding
emotions as well as emotional awareness, and moderating the thoughtful excitement will
be enhanced in order to promote the emotional and rational growth of the employees.
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