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Abstract

Customers have an unquestionable role for the success of any banking industry. Its significance
will be more if they are loyal customers. This research is made to indicate the role of customer
responsive culture in enhancing customer loyalty by showing it as alternative way beside other
means to enhance customer loyalty. Consequently, it is sought to fill the knowledge gap in this
area. In this study, variables shaping customer responsive culture (personality of employee,
formalization, employee empowerment, listening skills, role clarity and organizational
citizenship behavior) are independent variables and customer loyalty is dependent variable. The
sample size for the study is 400 customers. And a questionnaire with a 5 point Likert scale is
applied as data collection instrument from the sampled customers. The researcher used
convenient sampling method to distribute the questionnaire. The questionnaires are distributed
to the customers of eight branches found in the three district divisions of CBO. After branch
selection, 420 questionnaires are distributed to customers but 355 among returned are fit for
data analysis. SPSS version 20 is adopted to analyze these data. As of the finding on average the
customers tend to be loyal to Cooperative Bank of Oromia. In addition, customers feel customer
responsive culture level at CBO is medium or higher. However, there are customers with
significant share of lower test for both the level of customer loyalty and customer responsive
culture. The correlation analysis revealed that there is statistically significant medium and
strong positive correlation between all the independent variables and customer loyalty.
Moreover, formalization (0.544) and organizational citizenship behavior (0.521) have strong
positive correlation with customer loyalty. The regression analysis also revealed that
formalization (=0.203) and organizational citizenship behavior (f=0.201) citrus paribus have
a positive and higher effect than other independent variables on customer loyalty. To sum up, as
the data analysis indicated customer responsive culture have a significant influence on customer
loyalty where 55.8% of variation in customer loyalty is affected by the shaping variables of

customer responsive culture.

Key words: Customer responsive culture, Customer loyalty



CHAPTER ONE
INTRODUCTION

1.1. Background of the Study

Customer loyalty is customer’s future willingness to maintain transaction with a firm
(Parasuraman et al., 1996). Its concept is well known since it is heard everywhere (Kumar &
Shah, 2004). But, Kumar and Shah (2004) said for any firm only true customer loyalty which
creates profit is meaningful. In addition to continuously purchasing products from a company; a
truly loyal customer is a customer who is unpaid advocate of an organization without any
incentive (Gould, 1995).Actually, if a company have a truly loyal customer base, it will enjoy
success in good times and survive by them in difficult times (Lawfer, 2003). Because according
to Malekian (2009) customer loyalty is an important factor which creates revenue and then profit

for a company.

Customer loyalty in service industries is more dependent on interpersonal relationships (Berry,
1983). Therefore, all though businesses can compete on various aspects; the best competitive
tool is genuinely caring about the customers (Lawfer, 2003). The reason is that it is through
which we show the importance of a customer doing business with us. This caring and

responsiveness to the customer is one of a vital means to create loyalty.

In today’s economic climate, customer responsiveness is becoming more essential as customers
are cautious when using services (Robbins et al., 2013). So, Robbins et al., (2013) recommended
organizations to build a sound customer responsive culture (CRC). It is a culture where the
employees are friendly, knowledgeable, quick service providers and have organizational
citizenship behavior (OCB) (Robbins et al., 2015). This culture ensures uniformity of service

given by the employees (Kondalkar, 2007).



1.2. Statement of problem

Although several factors have been reported relevant for gaining customer loyalty, customer
satisfaction takes a crucial role (Jamal & Naser, 2002). However, Agustin and Singh (2005) and
Akbar and Parvez (2009) indicated that customer satisfaction as insufficient to improve customer
loyalty as well as achieve the objective of meeting broader loyal customer share. Nordman
(2004) said even satisfied customers switch banks. A variety of studies also indicated the role of
barriers (Sayani, 2015), service quality(Kheng et al, (2010), Islam, (2015), Albarg, (2013),
Saravanakumar & Jothi, (2014)), quality and value (Gonring, 2008), perceived price fairness
(Bei, & Chiao, 2006), reputation (Beerli et al., 2004) and trust (Akbar & Parvez, (2009), 1zogo et
al., (2017)) in enhancing and affecting loyalty.

Companies in most industries are working hard on loyalty strategies and loyalty programs to
strengthen their relationships with customers (Duffy, 1998). Still, the big issue is when the
customers attach reward with loyalty programs rather than the company’s brand (Dowling &
Uncles, 1997). In agreement with this, Roberts and Carter (2003) said that loyalty programs are
important, but as an alternative. Their reason is that loyalty programs cannot guarantee a long
run success for a company. One problem associated with sustaining spurious loyalty through
loyalty programs is that the company may become involved in a vicious circle of advertisement
once the rewards are taken away (Dowling & Uncles, 1997). Therefore, building customer
loyalty is not just a marketing program but a business strategy which has to be a continuous
pursuit (Duffy, 1998).

Banks have been introducing different products and services to improve the level of customer
loyalty (Meidan, 1996). But, as they are simple to imitate, focusing on customer loyalty factors
that are less tangible as well as not easy to copy are highly preferable (Worcester, 1997).
Specifically, to improve customer loyalty developing a sound relationship with a customer is
very important in service industries including banks (Berry, 1983). Studies also indicated the role
of interpersonal relationships in developing and predicting customer loyalty as well as blocking
the challenge of competitors in service-providing industries (Wray et al., (1994), Gremler &
Brown, (1996)).



The above studies showed the influence of interpersonal relationship on customer loyalty.
Therefore, even though customer responsiveness is part of interpersonal relationships, its role at
the cultural level in enhancing customer loyalty is not studied in Ethiopia as of the researcher
knowledge. So the indicated knowledge gap is the aim of this study. Additionally, several studies
(Kheng et al., (2010), Islam, (2015), & Albarg, (2013)) are made on the impact of service quality
on customer loyalty. They found that customer responsiveness (dimension of service quality) as
not significantly affecting customer loyalty. However, those studies are made by taking customer
responsiveness as dimension of service quality and didn’t examine its direct influence at culture
level on customer loyalty separately. Therefore, this study is also sought to determine the direct
role of customer responsiveness in enhancing custom loyalty through its key variables at a

culture level.

1.3. Research questions

In line with the statement of problem the following research questions are raised to be answered:

1. What is the influence of customer responsive culture variables on customer loyalty?

2. What is the level of customer loyalty at cooperative bank of Oromia (CBO) (Addis
Ababa City Branches)?

3. What is the level of customer responsive culture at cooperative bank of Oromia (Addis
Ababa City Branches)?

1.4. Objectives
1.4.1. General Objective
To examine the role of customer responsive culture in enhancing customer loyalty at
Cooperative bank of Oromia (S.C) Addis Ababa branches.

1.4.2. Specific Objectives

1. To examine the influence of key customer responsive culture variables on customer
loyalty.

2. To assess the level of customer loyalty at Cooperative bank of Oromia Addis Ababa City
Branches.

3. To assess the level of customer responsive culture of branch employees at Cooperative

bank of Oromia Addis Ababa City Branches.
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1.5.  Significance of the study

The study of the role of customer responsive culture in enhancing customer loyalty has the
following significance.

v This study shows the importance of customer responsive culture as one of essential
alternative to enhance customer loyalty.

v" This research help banks specifically cooperative bank of Oromia to foresee long term
significance of customer responsive culture to increase customer base, deposit,
profitability and contribute to the overall success.

v This study provides support for future studies that are conducted in related subject
matters in the banking industry.

1.6. Scope and Limitation of the study

1.6.1. Scope of the study

This study is focused mainly on how customer responsive culture enhances customer loyalty. So
even though customer loyalty is influenced by a lot of factors, the interest of the researcher is
trying to examine and see customer loyalty only from customer responsive culture perspective.
Moreover, all though the title can be made in various business areas, again it is concerned with
banking industry and specifically aimed at conducting the research on one bank which is
cooperative bank of Oromia Addis Ababa city branches. This is because of Addis Ababa city is
the country’s main commercial hub and an essential competition area for all commercial banks.

Consequently the geographical area this study covers is Addis ababa city.

1.6.2. Limitation of the study

Cooperation of customers and time needed to manage the all aspects of the study forced the
researcher to use convenient sampling method to distribute questionnaires. Additionally, the
absence of sufficient empirical studies on this particular title and access to some related studies

are the limitation of this study.



1.7.  The organization of paper
The Organization of research paper is divided into five chapters. Chapter one is the Introduction
to the study, chapter two is Literature review related to study, chapter three is methodology
adopted to accomplish the study, chapter four is Data analysis and its interpretation and chapter

five is Conclusion and recommendation of the study.



CHAPTER TWO
LITERATURE REVIEW

2.1. Theoretical review
2.1.1.Customer responsive culture

Various scholars defined customer responsiveness according to their own terms. But the general
concept of their definitions is not different. As a result, customer responsiveness is a firm’s
willingness to provide efficient service to its customers (Shanka, 2012). Albarg (2013) and Auka
et al. (2013) also indicated similar concept on the definition of customer responsiveness and
added that it involves the opening hours, the politeness of the employees and the customer
waiting time to get the service. But, customer responsiveness also includes understanding the
wants of customer which is the first step before even providing the customer request (Kumar et
al., 2010).

The value of customer responsiveness has been increasing in the contemporary world as the
quality of responding to the customer become important. This can be seen in the financial
industry as it is essential to demonstrate individual customer relevance with exceptional quality
to harness the relationship-building potential (Payne, 2005). However, the idea of adding quality
as part of customer responsiveness is not accepted as a primary objective of customer
responsiveness by all. For instance, Hill and Jones (2009) noted that still the quickness in
responding to customer demand has drawn attention where customers are concerned about the

length of time they wait to get service.

All staffs of a company have to focus on a customer to build customer responsiveness (Hill &
Jones, 2008). Hill and Jones (2009) added that a company has to come up with a winning way to
surpass its challengers in the industry and achieve excellent customer responsiveness.
Developing this more Robbins et al. (2015) advised that the employee's inability to please the
customer results in the falling down of many organizations. So, developing sound customer
responsive culture is not optional. Because it is a culture in which employees are equipped with

a discipline, competency, and devotion to extra mile service to please the customer.



Customer responsive culture routinely has several variables. These variables are essential/ key to
shape customer responsive culture. The variables are discussed in detail as follows.

2.1.1.1.Personality of employees

As Latham (2012) noted an employee’s environment, namely the job and the employing
organization affects and is affected by a personality of employees. In addition, Frase-Blunt
(2006) stated a company with excellent workers is able to achieve its vision. But, in reality it is
difficult to say all employees of an organization are fully engaged so that they can achieve an
organization vision. Because, recruiting full-fledged employees for a company is the
contemporary difficulty and getting such kind of employees is a challenge (Das, 2008). But, Das
(2008) said that if employees with good personality are within the company they gone be an

asset.

There are scholars that indicated a means to select an ideal employee. They said that (e.g.
Schroeder & Lombardo, 2016) personality tests are becoming very important to select
employees. As of Schroeder and Lombardo (2016) clarification, these tests have statements to
evaluate employees’ degree of agreement to identify those who possess ideal personality. The
importance of personality test for employee selection is obvious, but Das (2008) said that
employee’s personality has to match the job’s requirement so that suiting behavior can assist
employee’s job performance. Additionally, the selected ideal employee has to exercise service
excellence to build reputation for the company (Johnston, 2002). However, only selecting ideal
employee cannot assure the future success of an organization. The reason is that, there has to be

rules to shape these employees towards the vision of the company (Das, 2008).

Employees’ personality affects both employees’ performance and customer loyalty. As of study
made by Salanova, et al. (2005) there is a strong relationship between employee performance and
customer loyalty. Additionally, employee personality not only affect employees interest in
selecting favorable work condition, but it also affects their success on the job they are assigned
(Latham, 2012). Therefore, personality of employees which affect their performance has a role in
enhancing customer loyalty. Because, in service industry personality of employees determine

how they handle the customer and this influences customer loyalty (Ladhari et al., 2011).



2.1.1.2.Formalization
Formalization is a vital element when designing organization structure (De Bono et al., 2008).
Chaturvedi (2013) defined formalization as the degree to which there are written materials to
determine what activities to do or not to do in various job positions. Agreeing with this, Griffin
and Moorhead (2013) divided rules and procedures into explicit and implicit. They said the
written rule is called explicit rule and the unwritten (accustomed through time) rule is called

implicit rule. Like the explicit rule, the implicit rule can influence employee’s behavior.

Harper (2015) noted that people are biased about formalization as having negative effects. But,
formalization is critical in producing reliable behavior and outcomes most companies want to
achieve. Additionally, formalization at branches also ensures that all branch employees have
similar as well as equal information for their daily activities (Harper, 2015). In contrast, there are
studies which showed its negative effect as it encourages the unnecessary defensive type of
behavior by employees and affects work (e.g Mudie & Pirrie 2006). Chaturvedi (2013) also
added that excessive formalization can lead to low level of creativity and slowness to accept

change.

Moreover, there is a qualification to judge a level of formalization as good or bad. As Burton and
Obel, (2004) pointed to a control based argument which said if a company increase in size
formalization has to also increase. Their reason is that increasing formalization strengthen
management control over the company. So, for small organizations it has to be low
formalization. Matching with what Burton and Obel (2004) have said, Harper (2015) didn’t deny
most organizations rely on at least some means of formalization. But, also notified various

problems that arise from unmatched formalization level for organization.

It is possible to assess formalization by looking at to what extent written materials guide
employee’s activities including decision and how much they are flexible (Griffin & Moorhead,
2013). As a result, how managers make decision affects the level of formalization. Therefore, as
Burton and Obel (2004) explained it is important to consider whether managers make decisions

depending on written materials or just by accustomed rules.

Griffin and Moorhead (2013) figured out the effect of formalization on employees as not yet

clear. The idea of high degree of formalization having a negative influence on employees and



company is vague; its absence however surely has problems (Harper, 2015). Therefore Burton

and Obel (2004) generalized that formalization has to be the right type that fits the company.

2.1.1.3.Employee empowerment

Lepak et al. (2006) stated that employee empowerment is one of human resource department
responsibility. Scholars defined employee empowerment depending on its impact on customer
service, its role in accomplishing job responsibilities and its influence on improving decision
making capacity. Consequently, Mudie and Pirrie (2006) defined employee empowerment as
about developing employees in different aspects to serve clients. Quoting Carlux Director, Pullen
(2006) defined empowerment as about creating employee who is confident, committed, and self-
directed in all responsibilities. Herrenkohl (1999) as well as Kermally (2004) on another hand
defined empowerment as a set of factors that help employees to establish a sound relationship
with each other to bring change, share power and make sound decisions.

According to Berry et al. (1994) empowerment has four dimensions. They are individual,
leadership, organization and communication. The first dimension is the individual. They said the
individual or employee has to implement what he/she has got through the empowerment process.
If not, employee empowerment effectiveness will be in question. The second point they
mentioned is leadership. As of Berry et al. (1994) leaders have to live what they say. Because
leaders should not be the one who regrets the decision as well as create employees discomfort as
they affect the effort of employee empowerment negatively. In line with this, only empowering
employee is not enough because leaders have to create a favorable environment for employees to
exercise it (Hug, 2015). The third dimension is the organization where we can see the result of
employee empowerment. The organization structure has an impact on the success of
empowerment. The reason is that employee empowerment is implemented to strengthen control
and decision making at the lower level of a company. The fourth and last dimension according to
Berry et al. (1994) is communication. They noted that effective communication is highly
required when thinking of empowerment. Communication helps to facilitate the relationship

between the above three dimensions for the success of employee empowerment objectives.

Empowerment is significant for employees. Its significance can be seen in identifying customer

requests quickly (Mudie & Pirrie, 2006), in providing employee with a sense of ownership on



what they do (Kouzes & Posner, 1988) and in helping to control over their daily activities
(Kouzes & Posner, 1988). Employee empowerment also increase competitiveness and build
energy in the company (Huq, 2010). Of all these advantages of employee empowerment,
however, Boudrias et al. (2009) pointed out the organizations failure to recognize employees’

behaviors reflecting empowerment as having a role in fostering proactive behavior.

Huq (2010) advised organizations on the need for caution before implementing employee
empowerment as it is risky. One of the problems is implementing employee empowerment
without having the needed/adequate knowledge about it (Berry et al., (1994), & Hug, (2015)).
Eccles (1993) found that although managers are eager about employee empowerment, having no

clear knowledge makes its success questionable.

2.1.1.4.Listening skills

If there is effective communication between customers and a company, customers will be more
loyal (Ndubisi, 2007). Benson (1994) noted, communication skills (includes listening skills) are
necessary for success in the financial industry. But, effective and positive communication
happens if we appreciate different views (Dessler, 2005). On another hand, customer responsive
culture hires employees with good listening skills (Devaraja, 2012). Therefore, customer
responsive culture hires employees who appreciate different views reflected by the customers.

Listening skills are used to discover what a customer needs from a company (Roberts-Phelps,
2001). Roberts-Phelps (2001) suggested for listening to the feelings and facts as stated by
customers because it sustains a good relationship and builds customer trust. However, only
having a well-structured conversation is not important, because (Bostrom, 1990) the customer
has to feel you are also listening. The employee can see this through the listening benefits of
stimulating the customer and reduced problem that emerges with not giving full attention (Van
der Molen & Gramsbergen-Hoogland, 2005).

A person who is an attentive listener keeps eye contact and has an open and relaxed but alert
pose (Dessler, 2005). Additionally, Overton (2007) advised issues to consider during active

listening which includes: listening with your whole body, giving feedback to the other person,
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showing sympathy, forgetting about talking while listening, listening to the entire message,

relaxing, and looking for positive points.

Overton (2007) raised some points which limit listening and need consideration. They are
interrupting customer, letting emotions control your listening, selective hearing, and inadequate
background knowledge. Roberts-Phelps (2001) also pointed to avoid insensitive listening
(listening only the words), reactive listening (formulating a response while listening), pseudo
listening (trying to appear listening) and selective listening (choosing what you want to hear) as
unproductive listening behaviors. The above two scholars indicated selective listening as one of
unproductive listening behavior. However, in contrast, selective listening skills are used to find
out certain part of the conversation that is assumed important and (Van der Molen &
Gramsbergen-Hoogland, 2005) there is a rare situation of using a non-selective listening skill
alone.

2.1.1.5.Role clarity

Teas et al. (1979) defined employee’s role clarity as the degree to which information is available
to undertake their job. Again Van Wart (2014) described role clarity as the precise knowledge
that employees have about their role and the way it is related to other roles. Additionally, Lyons
(1971) said that there are two perspectives on how we can see the concept of role clarity. They
are objective role clarity and subjective role clarity. Objective role clarity is the presence or
absence of adequate role relevant information due either to restriction of information or to
variation of the quality of the information. Subjective role clarity is subjective feeling of having

as much role relevant information as the person would like to have.

Moreover, Rizzo et al. (1970) also classified employee role clarity into low role clarity as
representing ambiguous procedures and knowledge of responsibility and on the other hand, high
role clarity as representing clear job procedures and knowledge of responsibility. Evidences
indicate high role clarity is preferred from the above two classifications. Because, it enables
employees to preserve their mental energy to accomplish their responsibilities in the organization
(Cohen, 1980) and to increase their satisfaction, decrease their tension, and decrease their
turnover from the company (Lyons, 1971).

11



Van Wart (2014) said that even though role clarity is difficult to measure directly, its absence is
not difficult to identify. For this reason various studies including Van Wart (2014) indicated on
how to notice the low level of role clarity. Low role clarity creates greater customer unhappiness
(Van Wart, 2014), decreases employees’ job performance (Churchill et al., 1985) and eventually
leads to low employee job satisfaction (Rao, 2006). Bush and Busch (1981) referring to role

theory advised that to perform their jobs employees are expected to have high role clarity.

Van Wart (2014) suggested that on top of improving the already on practice training system and
continuous management attention to the area, it is better to consider providing better job
descriptions when there is a lack of role clarity. Rao (2006) also agrees with the idea by
commenting that the job description is a common way to define a role. Although it helps to
understand the role better, there has to be a better means than just a job description. The reason is
that job description tends to develop inflexibility to perform the job (Rao, 2006). Alternatively,
Rao (2006) stated a better way to define a role would be to define results expected from that role.
Additionally, as Van Wart (2017) said, better role modeling, better job assignments and goal

setting are another things to consider when there is a lack of role.

2.1.1.6.0rganizational citizenship behavior
As Nga et al. (2010) stated on job employees behavior determines a company’s success. Thus, it
is very important that people show an extra-role behavior like helping other employees. Organ
(1988) defined organizational citizenship behaviors as individual behavior which is not
enforceable but personal choice and still not directly recognized by the formal reward system,
but helps the ongoing functioning of a company positively. Bowman and Motowidlo (2014)
agreed with the above definitions and noted employee organizational citizenship behavior as
extra role behavior directed at the company. This is discretionary behavior as clearly defined by
scholars because employees have their own responsibility. Moreover, Polatci et al. (2015) stated
that the most accepted dimensions of organizational citizenship behavior are altruism,

conscientiousness, courtesy, sportsmanship, and civic culture.

Organizational citizenship behavior has various benefits that are really needed by an
organization. According to Yen et al. (2008) citizenship behavior promotes socio-emotional
supports to other co-workers and makes easier the work of others. Cazares (2012) added that

encouraging OCB increase organizational productivity. Also if employees engage in OCB their
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actions improve the environment and conditions in the workplace, allow them freedom of choice,

help them to make a sound decision and be creative.

Other than the above mentioned benefits the organizational citizenship behavior has
disadvantages that mainly results from not handling it well and the existence of mistrust. For
example, Sevi (2010) explained the other side of OCB by saying employees displaying OCB
may not contribute to the company if the assisted employees withhold the effort of their share of
contribution. Sevi (2010) also said when employees with OCB neglect their main activities it
affects the organizational performance. Banki (2010) further argued that employees with OCB

will be a suspect of hidden agenda if there is no trust.

Moreover, Organ (1988) said that OCB has little benefit if there is a low number of skilled
employees and mismanagement. Consequently, OCB contributes to the benefit of the company
only if the cost of helping is lower than the benefit expected from helping employees. Because,
scholars like Podsakoff and Mackenzie (1997) suggest that OCB will benefit the company only if

the assisted employees are improved relative to employees with OCB and experienced ones.

2.1.2.Customer loyalty

Anderson and Jacobson (2000) defined customer loyalty as the result of a company’s successful
effort in providing what the customer requested so that they continue in doing business with
them and speak good words about the organization without any incentive in return. In addition
Heskett et al. (2008) referred customer loyalty as the link between customer attitude, repeat
purchasing and financial performance. So, the definition by Heskett et al. (2008) is broader than
that of Anderson and Jacobson (2000) where it even attached the concept of customer loyalty to
the financial performance of the customer. This indicate that customer in the financial hardship is

challenged to stay loyal to one brand.

Several studies (Srivastava et al., (2000), Pan et al., (2012) & Sharma, (2007)) indicate the
importance of customer loyalty in helping organizations to confront their competitors challenge.
Durukan and Bozaci (2011) pointed out that under a difficult business situation, loyal customers
are very important for the success and continuity of an organization. In agreement with Durukan

and Bozaci (2011), Mandhachitara et al. (2012) even considered customer loyalty as it can
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determine a firm’s survival and growth. Therefore, it can be inferred that customer loyalty affects

the feature continuity of an organization as well as achievement of its vision.

Other studies (e.g Beerli et al. 2004) also proved the importance of customer loyalty in the
service industry. Particularly, Beerli et al. (2004) said that in the highly competitive banking
industry, the very slight difference between banks together with an increasingly demanding
customer has led to a great transformation where banks focused on customers by adopting
relational marketing principles to improve loyalty. In alignment with this, Manickavasakam
(2012) stated that customer loyalty as being highly effective means to gain strategic supremacy
for banks. Consequently, an improvement in the banking industry has further significant

contribution to the economic growth of a country (Magasi, 2016).

Another point related to customer loyalty is loyalty programs and it is a strategic reward system
used by companies (Sharp & Sharp, 1997). Scholars said those loyalty programs are used to
attach customers with an organization (Sharp & Sharp, 1997). As a result, according to Mosahab
et al. (2010) it is developed as the integrated part of customer relationship development program
by many service companies. Mosahab et al. (2010) noted the difficulty of developing as well as
managing customer loyalty program. However, those situations happen because of weak initial
planning of customer loyalty program. To avoid the happening of such issues some studies
recommended to carefully plan loyalty program (Butscher, 2002) and to consider various factors

and behaviours when planning it (Szits & Toth, 2010).

As studies (e.g Dowlong & Uncles, 1997) revealed a carefully planned and managed loyalty
program have significant advantages for the organization. As Dowling and Uncles (1997) said
loyalty programs has a role in encouraging loyal customers and recommend the company to
others. It also has a role of forward-looking effect on the company’s marketing decisions (Kumar
& Shah, 2004) and help to increase the users of a company’s services (Lewis, 2004). Again as its
advantage, Ramaseshan et al. (2008) noted that loyalty programs should be implemented to
maintain customer loyalty. However, customer loyalty programs have to be carefully developed
to be profitable. If one company failed to do so, according to Kumar & Shah, (2004) loyalty

programs which reward customer behavior (such as purchase/visit frequency) end up in failure.
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2.2. Empirical review

Kheng et al. (2010) in their study of the impact of service quality on customer loyalty the case of
banks in Penang, Malaysia, have evaluated the impact of service quality on customer loyalty
directly and also with customer satisfaction mediating these variables in another scenario.
SERVQUAL which is created by Parasuraman is adopted as an instrument to measure service
quality and adopted from Caruana to measure customer loyalty using a 7-point Likert scale for
the measurement. In their data collection, they used a questionnaire to gather data from
customers of 10 banks. As a result, in the end, they received a total of 238 responses. Their
findings show that improvement in service quality can enhance customer loyalty. The service
quality dimensions that play a significant role in their findings are reliability, empathy, and
assurance. However, their finding indicates that the relationship between responsiveness and
customer loyalty is insignificant. Following the result of their study, they surprisingly indicated

these results are contrary to the prior findings in other studies (e.g Joseph et al., 2005).

Islam (2015) made research titled the Impact of service quality on customer loyalty in a case of
commercial banks in Dhaka, Bangladesh. The study has evaluated the impact of service quality
on customer loyalty directly and also with customer satisfaction mediating these variables in
another scenario. For this study, both primary sources and secondary sources are used. The
responses on variables which have collected from 25 respondents by a formal questionnaire are a
source of primary data. The result of the study revealed that reliability, empathy, assurance, and
high customer satisfaction have a positive effect on customer loyalty. Only tangibility and

responsiveness didn’t have a positive effect on customer loyalty as of his research.

Additionally, Albarq (2013) study evaluated the impact of service quality on customer loyalty
directly and also with customer satisfaction mediating these variables in another scenario. This
study mainly based on the primary data collected through a personally administered
questionnaire. The questionnaires are collected from 422 customers selected from five local
banks in Riyadh, Saudi Arabia. In agreement with the method used by Kheng et al. (2010),
Albarg (2013) adopted SERVQUAL to measure service quality and adopted customer loyalty
measurement from Caruana. Again Albarg (2013) found out empathy, assurance, and reliability

are the service quality dimensions that play a significant role to enhance customer loyalty.
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Contrary to the previously mentioned service quality dimensions, this study revealed that the

relationship between responsiveness and customer loyalty to be insignificant.

Furthermore, uniquely from others, Saravanakumar and Jothi (2014) made study on the
cooperative bank which is titled, Effect of service quality on customer loyalty: empirical
evidence from the co-operative bank. They conducted it to find the effect of service quality of
primary agricultural co-operative bank on customer loyalty. They collected data from 415
respondents of a primary agricultural co-operative bank. The purposive sampling method was
used by them to collect the data. They adopted Parasuraman instrument to measure service
quality. Respondents are asked to rate their opinion by the 7-point Likert scale. Saravanakumar
and Jothi (2014) have measured responsiveness with four statements. The mean values are
ranged from 4.96 to 4.75. In this study, they treated service quality perception as the predictor
variable and customer loyalty as the criterion variable. They also carried out Pearson correlation
analysis to examine the relationship between these variables. Saravanakumar and Jothi (2014)
find in their study that service quality dimension such as tangibility, reliability, responsiveness,
assurance, and empathy is positively related to customer loyalty. Their further multiple
regression results indicate that reliability and empathy are the dimensions predicting customer
loyalty. On another hand, tangibility, responsiveness, and assurance were found to be least

predictors of customer loyalty in the co-operative banks.

Moreover, Auka et al. (2013) come up with paper titled “Perceived service quality and customer
loyalty in retail banking in Kenya”. The main aim of the study is to investigate the effect of
service quality on customer loyalty for the providers of retail banking. Stratified random
sampling is used to determine the sample size for their study. It is to ensure the adequate
selection of all the categories of the banks and to facilitate comparison among the groups. Auka
et al. (2013) used questionnaires that were administered by research assistants outside the
entrance to the banks to collect data. Initially, they listed hypotheses where one said:
Responsiveness has no significant effect on customer loyalty in retail banking. The result of their
Pearson correlation analysis shows that there is a significant and positive correlation between
responsiveness and customer loyalty. Therefore, Auka et al. (2013) study showed the existence

of a positive correlation between responsiveness and customer loyalty.
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Vu and Huan (2016) in the study showing the relationship between service quality, customer
satisfaction and customer loyalty (an Investigation in Vietnamese Retail Banking Sector)
included the hypothesis about the relationship between the overall service quality and customer
loyalty. Convenience sampling is used and an email survey is sent with a 7-point Likert scale to
the customers. It was sent to a total of 850 customers of 11 retail banks in Vietnam. But 261
responses are fit for the research. To sum up, it is reached by Vu and Huan (2016) that the
overall service quality (which can mean that it includes responsiveness) is significantly and
positively related to customer loyalty which makes service quality one of the sources for

improving customer loyalty.

Even though there are studies that show the impact of customer responsiveness on customer
loyalty as insignificant, there are also studies which indicate a strong relationship between
customer responsiveness and customer loyalty. By the way, these studies do not show the role of
customer responsiveness at a cultural level rather as part of only service quality. So this paper is
trying to clarify the role of customer responsive culture explained through its shaping variables

in enhancing customer loyalty.
2.3. Conceptual framework

Vaughan (as cited in Melesse, 2016) explains the Conceptual framework as the main things to be
studied, the key factors, or variables and the assumed relationship among them. Therefore for
this study, there are six independent variables and one dependent variable. The researcher took
the independent variables (key variables that shape customer responsive culture) from Siddique
(2012), Robbins (2005), and Robbins et al. (2013). The independent variables are the personality
of the employee, formalization, employee empowerment, listening skills, role clarity, and
organizational citizenship behavior. For this research purpose, the dependent variable is
customer loyalty. Lawfer (2003) said that customer responsiveness has a potential to create
customer loyalty. So it is clear that customer responsiveness influences customer loyalty. As a
result, the following figure shows the relationship between the dependent variable and the

independent variables.
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Figure 2.1 conceptual framework for the study
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CHAPTER THREE
METHODOLOGY

3.1. Research design

Kerlinger (as cited by Kumar, 2011) defined a research design as a plan of a research
implemented to obtain answers to the research questions. It influences what the researcher do

from writing a statement of the problem to the final analysis of data.

To address the research questions of this study, the researcher implemented both descriptive and
casual research approaches. Because the researcher used descriptive research approach to better
define an opinion held by a respondents on a given subject so that to infer statistically the
collected information on a population. Additionally, the researcher implemented causal research
approach as there is a need to examine the relationship between variables and the influence of
customer responsive culture variables (independent variables) on customer loyalty (dependent

variable).
3.2. Population and Sample size

Cooperative bank of Oromia, Addis Ababa city branches are the focus of this research paper.
Therefore the population for the study is all customers of the cooperative bank of Oromia who
have an account with branches at Addis Ababa city. As of the data obtained from the bank’s head
office organ, the total population of the study is 586,122 customers as of December 31st, 2017.
Those customers are the account holders of the bank at 61 branches that are operating as of
December 31st, 2017. The sample size for the study is determined using the formula developed

by Yamane (1967).

N

"I NGe)?

Where, n - is the sample size
N - is the population size,
e - is the level of precision or sampling error = (0.05)

~ 586,122.00
"= 1+ 586,122.00(0.05)2
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n = 399.73

The result is approximately 400. Consequently, the sample size for the study is 400 customers of
CBO from branches found in Addis Ababa city.

3.3. Data type and sources

For the successful accomplishment of this research, the researcher used both primary and
secondary sources. A questionnaire is used as a primary source to collect data. As a secondary

source journals and books are used for this study.

3.4. Operational definitions of variables
3.4.1.Dependent variable

In this paper, the dependent variable is customer loyalty. Citing from Oliver, Auka (2013)
defined that a customer is loyal when a customer is committed to continuously use a service or
product of an organization even when there are efforts that may cause an intention to switch. The
level of customer loyalty is measured using a 5 point Likert scale. The value 1 stands for strong
disagreement with the questions which contribute to highly not loyal. On another hand, the value

5 stands for strong agreement with the questions which contribute to high loyalty to CBO.
3.4.2.Independent variables

The independent variables that are taken into consideration in this study are indicated as below
with their expected effect on customer loyalty.

Table 3.1 operational definition of independent variables

No. | Variables Explanation Expected effect
on Customer
Loyalty

1 Personality of | Das, (2008) said that employee’s personality has to | +
employees match the job’s requirement so that suiting
behavior can assist employee’s job performance.
The personality of branch employees is measured

using 5 point likert scale where 1 stands for strong
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No.

Variables

Explanation

Expected effect
on Customer
Loyalty

disagreement with the items and 5 stands for strong
disagreement with the items and 5 stands for strong

agreement with the items.

Formalization

Chaturvedi (2013) defined formalization as the
degree to which there are written materials to
determine what activities to do or not to do in
various positions. Formalization at branches is
measured using 5 point likert scale where 1 stands
for strong disagreement with the items and 5 stands

for strong agreement with the items.

+/-

Employee

empowerment

Pullen, (2006) noted that empowerment is about
creating employee who is confident, committed,
and self-directed in all responsibilities. The branch
employees level of empowerment is measured
using 5 point likert scale where 1 stands for strong
disagreement with the items and 5 stands for strong

agreement with the items.

Listening skills

Listening skills are used to discover what a
customer needs from a company (Roberts-Phelps,
2001). The branch employees listening skill is
measured using 5 point likert scale where 1 stands
for strong disagreement with the items and 5 stands

for strong agreement with the items.

Role clarity

Van Wart (2014) described employee role clarity as
the precise knowledge that employees have about
their role and the way it is related to other roles.
The branch employees’ role clarity is measured

using 5 point likert scale where 1 stands for strong
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No. | Variables Explanation Expected effect
on Customer
Loyalty
disagreement with the items and 5 stands for strong
agreement with the items.
6 Organizational | Bowman and Motowidlo (2014) defined employee | +

Citizenship
Behavior

organizational citizenship behavior as extra role
behavior directed at the company. The branch
employee organizational citizenship behavior is
measured using 5 point likert scale where 1 stands
for strong disagreement with the items and 5 stands
for strong agreement with the items.

Three methods of data analysis are used in this study. They are: Descriptive analysis, Correlation

Own literature review

3.5. Method of data analysis

analysis and Regression analysis.

Descriptive analysis: - is implemented through the use of various descriptive statistics and

tables mainly to summarize the demographic profile of the customers.

Correlation Analysis and Regression analysis: - After data are collected through questionnaire
and be ready for processing, preferably SPSS version 20 is used for correlation analysis to find

out the relationship between the dependent and independent variables. The researcher also used

SPSS version 20 for regression analysis.

Regression model used by researcher is as following:

y=a+ f1x1 + Baxy + P3xz + PaXy + Psxs + PeXe + €

Where:

ais constant coefficient

x, is Personality of employee, and f; is its coefficient

X, is Formalization, and S, is its coefficient

x3 is Employee empowerment, and S35 is its coefficient
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x, 1S Listening skills, and B, is its coefficient
x5 1S Role clarity, and Ss is its coefficient
X 1S Organizational citizenship behavior, and S, is its coefficient

£ is error term

v is Customer loyalty (the dependent variable)
After application of the regression analysis the regression model looked as following
y =0.976 + 0.111x; + 0.203x, + 0.138x3 + 0.072x,4 + 0.080x5 + 0.201x¢ + €

3.6. Data collection instrument and sampling technique

The designed and distributed questionnaires are used to collect data from respondents. The
questionnaire was prepared based on deep reading and inferring of the literature review. The
respondents to the questionnaire are customers of cooperative bank of Oromia at the branches
found in Addis Ababa city.

As a sampling method, the researcher used convenience sampling which is a purposive type of
sampling. The reason is that this type of sampling is simple for the selection of the respondents
and also from the resource and time aspect it is preferable. So the prepared questionnaire is
distributed to the respondents who are willing to give their time to complete it. The researcher
selected eight branches for distribution of those questionnaires. The branches are selected on the
convenience base from the three districts (central Finfinne district, east Finfinne district and west
Finfinne district) as of CBO’s district division. The selected branches are Finfine branch, Qarsa
main branch, Churchill branch, Gerji branch, Aba nebso branch, Bole Michael branch, Kebena
branch, and Asko branch. Selected employees of each branches distributed the questionnaires to
the customers with due discipline. Additionally, the researcher also distributed and collected

questionnaires (self-administered).

In total, the researcher distributed 420 questionnaires. From these, the responding customers
returned 401 questionnaires. Again from 401 questionnaires, 46 questionnaires are reduced
because of their irrelevance (large missing values and outlier’s issue) to process them for the

study. So, the used questionnaires for data analysis and interpretation are 355.
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Table 3.2 shows the distribution of questionnaire

Branches No. of distributed No. of collected
questionnaires questionnaires
Finfine branch 55 48
Qersa main branch 55 50
Churchill branch 45 45
Aba nebso branch 50 50
Gerji branch 40 37
Bole Michael branch 50 50
Kebena branch 50 46
Asko branch 40 40
Self-administered 35 35

3.7. Validity and reliability test
3.7.1.Validity test

Validity is a concept that indicates to what extent our measurement tool measures what it is
meant to measure. There are four commonly known types of validity. They are: face validity,
content validity, criterion validity and construct validity. Face validity is the most subjective
aspect of validity testing where experts and sample participants evaluate that the questionnaire
measures what it is supposed to measure. Content validity evaluates that whether the
questionnaire content correctly assesses the fundamental aspects of the topic. Criterion validity
evaluates whether scores on the questionnaire successfully predict a specific criterion. All the
above validity types are difficult to measure statistically. Therefore, the questionnaire is tested
for these validity types through pre comment by some respondents, and advisor before

distribution.
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Construct validity is tested using factor analysis. As of Mekonnen (2017) the construct validity
was evaluated by eigenvalue of at least 1. A subtype of construct validity which is convergent
validity also refers to the degree to which two measures of constructs that should be theoretically
related are in fact related. For convergent validity to happen Kim et al. (2008) said that all the
included items should have only one factor with an eigenvalue >1while other factors eigenvalue
with less than 1.

Table 3.3 the eigen values score for all variables

Variables No. Eigenvalues
Items
Personality of Employees 4 2.273
Formalization 6 2.536
Employee empowerment 6 2.744
Listening skills 4 2.455
Role clarity 4 2.485
Organizational citizenship behavior 4 2.301
Level loyalty 6 2.532

3.7.2.Reliability test

Reliability of measurement is also another vital point tested when undertaking a study. The
reliability of the questionnaire items is tested using cronbach alpha test. An acceptable cronbach
alpha coefficient was 0.7 or greater (Aron et al., 2006). Consequently, the cronbach alpha score

is illustrated as following.
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Table 3.4 the cronbach alpha score for all variables

Variables No. Cronbach alpha
Items score

Personality of Employees 4 0.746

Formalization 6 0.721

Employee empowerment 6 0.761

Listening skills 4 0.786

Role clarity 4 0.796

Organizational citizenship behavior 4 0.753

Level loyalty 6 0.720

3.8. Ethical consideration

Ethical considerations influence many aspects of the research process and help researchers to
identify whether a field of study is ethically tolerable. Similarly, the research community,
educational institutions, funding bodies, ethics committees, and the wider community and society
also need to consider ethical issues (Behi & Nolan, 1995). You cannot escape thinking about
research ethics in social research these days. When we talk about research ethics, we refer to the

ethical norms, codes, and regulation which govern our current research practices as part of an

academic/scientific professional community (Farrimond, 2012).

Discussion about ethical principles in business research, and perhaps more specifically
transgressions of them, tend to revolve around certain issues that recur in different guises. They

have been usefully broken down by Diener and Crandall (as cited by Bryman & Bell, 2015) into

four main areas:

v' Whether there is harm to participants;

v" Whether there is a lack of informed consent;

v Whether there is an invasion of privacy;

v' Whether deception is involved,;

Additionally, some ethically unacceptable actions during the steps of the research process are: -

unnecessary research for financial/personal gain, conflicting evidence ignored, plagiarism,




falsifying/fabricating data, manipulating data to achieve intended/biased findings, intentional
false and misleading conclusions and recommendations, breaking confidentiality and etc (Behi &
Nolan, 1995).
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CHAPTER FOUR

DATA ANALYSIS AND INTERPRETATION

This chapter deals with analyzing and interpreting the data collected through the questionnaire.
The sample size for the study is 400. But, the number of collected and fitting questionnaires for

data analysis and interpretation is 355.

4.1. Demographic profile of the customers

For the demographic analysis purpose, there are five aspects considered for this research. All of
them are discussed and analyzed as follows depending on the response of cooperative Bank of
Oromia’s customers.

Table 4.1 summary of the demographic profile of customers

No. | Demographic aspects | Frequency Percentage
1 Gender
Male 243 68.5%
Female 112 31.5%
2 Age
18-25 years 95 26.8%
26-35 years 105 29.6%
36-45 years 67 18.9%
46-55 years 50 14.1%
56 and above 38 10.7%
3 Level of Education
1-10 grade 54 15.2%
preparatory
school(formerly 11-12 | 62 17.5%
grade)
Technical and
vocational education > 10.6%
First degree 150 42.3%
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Masters degree 30 8.5%
4 Marital status

Not married 194 54.6%

Married 147 41.4%

Divorced 14 3.9%
5 Length of being CBO

customer

Less than 1 year 76 21.4%

1-3 years 68 19.2%

3-6 years 123 34.6%

Above 6 years 88 24.8%

As indicated in the table 4.1, the gender distribution of customers is 243 male which is 68.5%
and the remaining 112 respondents are female where it accounts for 31.5% of total customers.
Actually as study made by Ndubisi (2006) men valued things and women valued relationships.
So, the study also indicated that female customer is significantly more loyal than their male
counterpart when the bank is deemed very trustworthy. But, it is not known if CBO is deemed
very trustworthy by customers and it is difficult to suggest the effect of the samples gender
distribution on loyalty. Another study by Melynk et al. (2009) showed the difference of male and
female customer loyalty through dividing their loyalty to loyalty to individual employee or a
company. As the finding indicate female are more loyal when it is about loyalty to individual
service employee because female consumers want more personal one to one relationships. So, if
we see from Melynk et al. (2009) study perspective it is better to have more male respondents
than female respondents to minimize the impact of being loyal to employees rather than loyalty
to the company. In contrast, this study also indicated that male customers are more loyal when it
is about loyalty to the firm. What can be said about the impact of gender on customer loyalty is
that the results vary from one study to another. Therefore, even though gender distribution of the
samples shows that male respondents are greater than female respondents its impact on the

overall customers’ level of loyalty cannot be said biased.
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When we see the age distribution of the respondents as indicated in the table, 95 respondents
(26.8%) aged between 18-25 years. The respondents aged between 26-35 years are 105 in
number and covers 29.6%. It can be inferred that more than half of the respondents are aged
between 18-35 years. This shows that majority of the customers are part of a highly work
engaged adolescent age where customers in this age gap can be a potential loyal customer for a

bank if the bank is responsive to their requests.

The education level of respondents is also another demographic aspect added to this research. As
a result, there are five categorized ranks for the education level of respondents. The largest
number of respondents has achieved First degree (150 respondents) in various fields as their
highest education level and share 42.3% of the total customers. Above half of customers (50.8%)

have first degree or masters degree as their highest education achievement.

It can be seen obviously from the table that the respondents have been the customer of
Cooperative bank of Oromia for different time span. The highest percentage of respondents
(34.6%) has been the customers of the CBO for between 3-6 years which is 123 respondents in
number. 88 respondents (24.8%) have been the customer of CBO for above 6 years. So,
respondents who have been the customers of Cooperative bank of Oromia for above 3 years
accounts for 59.4%. This shows that majority of customers have enough service using experience
from CBO and this can help to answer the questionnaire easily. This long relationship with CBO
also has a role to engender customer loyalty as it is retaining a customer with the company. In
alignment with this, study made by Bove and Johnson (2000) suggested that longer relationship
between a customer and an individual service representative of an organization induce customer
loyalty. Additionally, the role played by customers’ length of relationship with the company
cannot be undermined in the customer retention process (Wang & Wu, 2011).
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4.2. The level of customer loyalty

There are three distinct types of loyalty which are: Retention loyalty, Advocacy loyalty and
purchase loyalty as of Hayes (2008). Retention loyalty reflects the degree to which customers
will remain with a given company. Advocacy loyalty reflects the degree to which customers will
be advocates of the company and purchasing loyalty reflects the degree to which customers will
increase their purchasing behavior. Therefore the total loyalty level of the customers is measured
from these aspects of loyalty types.

Table 4.2 the mean score of loyalty types

No. | Loyalty types Mean
1 Retention loyalty 3.728
2 Advocacy loyalty 3.804
3 Purchase loyalty 4.086
4 Customer loyalty 3.8727

As it can be seen, the mean score of customer loyalty is equal to 3.8727. The score of 3.8727 is
close to 4 where this value indicates on average the customers tend to be loyal (doesn’t mean

fully loyal) to cooperative bank of Oromia.

Table 4.3 categorized score for customer loyalty level

Level of | Category of customer depending on | Frequency Percent
Loyalty score their level of loyalty

1.83-2.50 Not loyal 5 1.4%
2.50-3.50 Neutral or tend to remain neutral 68 19.2%
3.50-4.00 Tend to be loyal 141 39.7%
4.00-4.50 Loyal 76 21.4%
4.50-5.00 Tend to be very loyal 65 18.3%

As shown in the above table, 19.2% of customers want to remain neutral or tend to remain
neutral on their level of loyalty to cooperative bank of Oromia. However, on one hand 39.7% of

customers tend to be loyal even though they are not fully loyal and on another hand 39. 7%
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customers are loyal or above that. Therefore, from the above table we can infer those customers

who tend to be loyal and above to cooperative bank of Oromia are 79.4%.
4.3. Customers opinion on level of Customer responsive culture

The customers of Cooperative bank of Oromia are also asked about their opinion on the
customer responsive culture level of the bank. The result is illustrated in the following table.

Table 4.4 the customer’s opinion on customer responsive culture

CRC Frequency Percentage
Very low 3 0.8%

Low 17 4.8%
Undecided 128 36.1%
High 189 53.2%
Very high 18 5.1%

The customers who think that customer responsive culture of CBO is at a very low level are 3
and accounts for only 0.8% of the total respondents. 17 respondents (4.8%) feel that the level of
customer responsive culture is at low level. There are 128 respondents (36.1%) who do not
decide on whether customer responsive culture is low or high and prefer to remain in the
medium. 189 respondents (53.2%) who are over half from the total respondents think that it is
high while 18 respondents (5.1%) feel that CRC is very high at CBO.
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Figure 4.1 customers’ opinion on customer responsive culture
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This graph also supports the results in the previous table. But what we can see here is that the
mean of customer responsive culture level score is 3.57. This shows majority of respondents feel

customer responsive culture level at CBO is medium or higher.
4.4. Correlation analysis

The correlation between two variables measures the degree of association between them
(Brooks, 2014). Similarly, the correlation between the shaping variables of customer responsive

culture and loyalty explains the strength of the relationship between them.

The below table indicates that there is positive correlation between shaping variables of customer
responsive culture and customer loyalty. We can also see that the independent variable
Formalization is highly correlated to the dependent variable customer loyalty than other
independent variables. On another hand role clarity has the lowest correlation with customer
loyalty among the independent variables. Even though we cannot say their correlation is strong,
at least all independent variables have moderate positive correlation with customer loyalty. To
explain more the correlation between 0 and 0.3 is weak positive correlation, correlation between
0.3 and 0.5 is medium positive correlation and correlation above 0.5 is strong positive

correlation. Depending on this Formalization (0.544) and Organizational Citizenship behavior
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(0.521) have strong positive correlation with customer loyalty. While Personality of employee
(0.493), Employee empowerment (0.446), Listening skills (0.408), Role Clarity (0.385) have

medium positive correlation with customer loyalty.

Table 4.5 Pearson’s correlation of variables

Variables CL PE Fo. EE LS RL OoCB
CL 1

PE 0.493** 1

Fo. 0.544** 0.316** 1

EE 0.446** | 0.303** | 0.286** 1

LS 0.408** 0.362** 0.338** 0.315** 1

RC 0.385** 0.284** 0.288** 0.300** 0.269** 1

oCB 0.521** 0.371** 0.340** 0.202** 0.172** 0.145** 1

(**) Correlation is significant at the 0.01 level (1-tailed).

Where, Customer loyalty (CL), Personality of employee (PE), Formalization (Fo.), Employee
empowerment (EE), Listening skills (LS), Role clarity (RC), Organizational citizenship behavior

(OCB) are represented as in acronyms.

The correlation between the independent variables is significant. The lowest correlation is
between organizational citizenship behavior and role clarity which is 0.145. The highest
correlation is between organizational citizenship behavior and personality of employee which is
0.371. Consequently, the correlation between independent variables is weak and moderate in

nature as indicated in the below table.
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4.5. Regression analysis
Regression allows you to predict variable based on another variable/s. It shows by how many
dependent variable (customer loyalty) is influenced by independent variables (personality of
employee, formalization, employee empowerment, listening skills, role clarity and organizational
citizenship behavior). This means regression shows how dependent variable change when
independent variable increase or decrease. So to find out these results between customer loyalty
and variables shaping customer responsive culture the researcher made a regression analysis
using SPSS version 20. But before conducting multiple regression analysis the researcher proved
normality, homoscedasticity, linearity, autocorrelation and absence of muticollinearity

assumptions. Those assumptions are discussed as following using figures or tables.

Assumption 1: Normality

In order to make valid inferences from a regression, the residuals should follow a normal
distribution. The normality assumption is required in order to conduct tests about the model parameters.

The below histogram indicated the normal distribution of residuals.
Figure 4.2 histogram for normality test
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Assumption 2: Homoscedasticity

Homoscedasticity refers to whether residuals are equally distributed, or whether they tend to
bunch together at some values, and at other values, or spread far apart. If the residuals are very
scattered and there is high deviation hetroscedasticity exists which is opposite of
homoscedasticity. This assumption is checked by plotting the predicted values and residuals on a
scatter plot. The following scatter plot is used to indicate the non existence of hetroscedasticity.
The scatter plot proved the assumption of homoscedasticity because the residuals have less than
3 deviations from zero. It is more or less rectangular in shape as it can be seen from the

following figure.

Figure 4.3 scatter plot
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Assumption 3: Linearity

Linearity means that the predictor variables in the regression have a straight-line relationship

with the predicted variable. The relationship between the independent and dependent variable
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is linear. The below figure is used to show the linearity. It shows how much the regression model

fits the relationship between customer loyalty and customer responsive culture variables.

Actually if the residuals are normally distributed and homoscedastic, there is no need to worry

about linearity.

Figure 4.4 normal P-P Plot of regression standardized residual

Mormal P-P Plot of Regression Standardized Residual
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If the covariance between the error terms over time is zero there is no autocorrelation between

residuals. Therefore, to test for autocorrelation the researcher used Durbin-watson test.

Consequently, the durbin-watson test by SPSS version 20 calculated it as 2.248 and indicated

slight positive autocorrelation. The perfect non existence of autocorrelation value is 2. But, the

durbin-watson result is tolerable (<2.5).

Table 4.6 the results of model summary

Model R square Adjusted R | F change Significance | Durbin-
square of Fchange | Watson
Results 0.558 0.55 73.139 .000 2.248
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Assumption 5: Absence of Multi-collinearity

Multicollinearity refers to a high correlation between the predictor variables or independent
variables. Multicollinearity is an issue, because if it exists regression model will not be able to
accurately associate variance in dependent variable with the correct predictor variable, leading to
incorrect inferences. It is possible to check the absence of multicollinearity in two ways:
correlation coefficients and variance inflation factor (VIF) values. If correlation coefficient or

tolerance is greater than 0.1 and VIF is below 10 that proves the absence of multicollinearity.

Table 4.7 shows Multicollinearity test results

Dependent variables

Collinearity Statistics

Tolerance VIF

Personality of employee 726 1.378
Formalization .756 1.323
Employee empowerment .809 1.237
Listening skills 775 1.290
Role clarity .832 1.202
Organizational citizenship

. .804 1.243
behavior

From the above table we can infer there is no multi-collinearity problem between independent
variables. The VIF value is less than 10 and tolerance is greater than 0.7 and this very qualifies

for the non existence of multi-collinearity.
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Therefore, all previously mentioned assumptions are met and then the researcher conducted

regression. The results of the regression analysis are summarized in the following table.

Table 4.8 shows the regression results

Variables Coefficients Std. error T-value Significance
Constant 976 141 6.941 .000
Personality of employee A11 .028 3.952 .000
Formalization .203 .032 6.373 .000
Employee empowerment 138 .029 4.688 .000
Listening skills 072 .025 2.837 .005
Role clarity .080 024 3.399 .001
Organizational citizenship

behavior 201 .027 7.399 .000
RZ (Adj. R?) 0.558 (0.55)

F- statistics 73.139 (0.000)

The R square value shows how much the dependent variable is explained by the independent
variables. Therefore, the R? value 0.558 tells that 55.8% change in customer loyalty can be
explained by personality of employee, formalization, employee empowerment, listening skills of
employee, role clarity of employee and organizational citizenship behavior of employee.

Additionally, the regression analysis result also revealed significant F value.

As indicated in the regression coefficient table, all independent variables significantly and
positively affect the dependent variable (customer loyalty). The coefficients of personality of
employee (B=0.111, p<0.01), formalization (B=0.203, p<0.01), employee empowerment
(B=0.138, p<0.01), listening skills (p=0.072, p<0.01), role clarity ($=0.080, p<0.0.1) and
organizational citizenship behavior (B=0.201, p<0.01) are all statistically significant as the p
value of all corresponding coefficients are less than 0.05. This shows that personality of
employee, formalization, employee empowerment, listening skills, role clarity, and
organizational citizenship behavior are all positively and significantly influence customer

loyalty.
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The study finding shows that the personality of employee has a positive and significant effect on
customer loyalty. This is how employees behave towards the customers and it is affected by
employees’ attitude about complying with company codes. In agreement with this de Waal and
Heijden (2016) indicated the direct role of the improved behavior of employees on customer
loyalty. For example, service manner as one factor has a positive impact on customer loyalty.
Hansen et al. (2003) also showed the effect of customer-contact employee’s behavior on

customer retention which is part of customer loyalty.

As regression analysis revealed employee empowerment has also a positive and significant
influence on customer loyalty as of this study. It is how much the skill and other empowerment
outcomes reflected on branch employees influence customer loyalty. In line with this, Delcourt
et al. (2013) indicated the positive influence of competence (which is the dimension of employee

empowerment) on customer loyalty.

The result of regression additionally comes up with formalization having a positive and
significant effect on customer loyalty. This result indicated that the formalization level of branch
activities is also important independent variable. Even though it is more specific, similarly,
Homburg & Furst (2005) indicated a strong need for relatively formal policies and procedures

for organizational complaint handling to support the improvement in customer loyalty.

Moreover, this paper regression result indicated that listening skills have a positive and
significant influence on customer loyalty. This shows the influence of listening skills of the
branch employees when they are in communication with the customer. Supporting this result,
Ndubisi (2007) study revealed a positive influence of communication (including excellent
listening skills) on customer loyalty. Also, Bitner (1995) outlined employee skills in providing

the service as one of a determinant precursor of customer loyalty.

The fifth independent variable considered in this study is the employee’s role clarity and the
study result revealed its positive and significant influence on customer loyalty. It is about branch
employee’s level of clarity on what they do or not do at branch. In line with this finding, the
previous study made by Kumar (2002) as cited by Salanova et al. (2005) indicated the positive
influence of employee role behavior perceived by customers on their loyalty.
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Lastly, organizational citizenship behavior of employee is one of noteworthy independent
variables that this study result revealed as also having positive and significant influence on
customer loyalty. So it is the extra mile behaviors employees possess or develop that have
positive impact on the daily activities at branch. Similarly, Barroso et al. (2004) clearly said that

the relationship between OCB and customer loyalty is positive and significant.
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CHAPTER FIVE
CONCLUSION AND RECOMMENDATION

5.1. Conclusion
This research is conducted on “The role of customer responsive culture in enhancing customer

loyalty”. The conclusions of findings on this research are discussed as following:

v Above half of CBO customer’s level of loyalty tells that they tend to be loyal or above it.
As the analysis on the level of customer loyalty indicates 79.4% of customers tend to be
loyal or above to cooperative bank of Oromia. From this 39.7% of customers are loyal or
highly loyal to CBO.

v There are significant amount of customers who have undecided feeling towards the level
of customer responsive culture. 36.1% of customers feel about not deciding between low
and high. They preferred to remain neutral.

v The correlation analysis between customer loyalty and independent variables show that it
is significant for all relationships. It also tells their correlation is in the same direction
since all independent variable have positive correlation with customer loyalty.

v" Among the shaping variables of customer responsive culture formalization (0.544) and
organizational citizenship behavior (0.521) have the stronger correlation with customer
loyalty compared to other independent variables. This shows that customers prefer more
formalized environment in branches than not formal, biased, and accustomed activities.
The strong positive correlation between organizational citizenship behavior and customer
loyalty can be attributed to daily marketing activity of branch employees, extra time
service and also strong cooperation between employees.

v' Customer responsive culture has significant effect on enhancing customer loyalty. This
indicates that customer responsiveness that is developed at great level in all organs of
cooperative bank of Oromia have a paramount nature of increasing customer loyalty.
This is because the shaping variables of customer responsive culture can explain a 55.8%
change in customer loyalty.

v All coefficients of independent variables under regression analysis have positive effect on

customer loyalty. This indicate that other things remain constant a unit increase in each of
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these independent variables will result in an increase of customer loyalty by respective
independent variables coefficient.

v' The coefficients of independent variables under regression analysis tells that
formalization and organizational citizenship behavior has the larger effect compared to
other variables. This can be explained as a 1 unit increase in formalization other things
remain constant will result in 0.203 increase in customer loyalty and a 1 unit increase in
organizational citizenship behavior other things remain constant will result in 0.201
increase in customer loyalty.

5.2.  Recommendation

Depending on the findings that are discussed in the data analysis and interpretation as well as
conclusion part of this study there are recommendation forwarded by the researcher. So the

researcher recommend as following in detail:

v" First, since the opinion of above one third of customers (36.1%) on customer responsive
culture level is undecided; it could be a sign of lack of uniformity in responding to
customers by employees of CBO. Therefore, to achieve more the researcher recommends
that CBO need to create awareness to its employees by giving training in detail about
customer responsive culture.

v Second, the strategic plan of the bank has to more focus on how to increase the current
level of customer loyalty. Because, only 39.7% of customers are loyal or above to CBO as
this study reveals. Hence, the customer loyalty level of CBO is not very high to stay
confident.

v Third, all though all independent variables have positive effect on customer loyalty,
mainly the effect of formalization and organizational citizenship behavior on customer
loyalty is higher. As a result, the researcher recommends that CBO has to see its
formalization level and if it is less, CBO need to make employees know the details from
the written materials at branches as well as advice them to adhere to it. Additionally, CBO
has to create more favorable environment for employees to exercise as well as increase

their extra-mile serving behavior towards CBO.
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v’ Lastly, because this research indicated customer responsive culture have a role of 55.8%
variation in customer loyalty, CBO has to consider developing the current customer

responsive culture as one of vital strategy as a customer loyalty enhancing tool.
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Questionnaire
Addis Ababa University College of Business and Economics
MBA program

Dear participants, the questionnaire you are going to fill will be used for the accomplishment of master’s
thesis as a primary data. The thesis is titled” The role of customer responsive culture in enhancing
customer loyalty”. This thesis is made as fulfillment for the masters of Business Administration. So, you
as a customer of Cooperative bank of Oromia (CBO) are expected to answer all questions without any
worry. You will need 10 to 15 minutes to complete the questionnaire. Thank you for spending your time

to take part and respond to this questionnaire in advance.

The questionnaire will be used only for this thesis. This is to assure you that it will be
CONFIDENTIAL. You are not expected to write your name or any, you think will violate its

confidentiality.

Please use this “\” sign to indicate your choice for all questions below.
Part I. Demographic profiles

1. Your gender

|:| Male |:| Female

2. Your age
|:| 18-25 years |:| 36-45 years |:| 56 and above years

[ ]26-35 years [ ] 46-55years

3. Your highest level of education

[ ]1-10 grade [ ] First degree

[ ] Preparatory school (formerly 11-12 grade) [ ] Masters degree
[ ] Technical and vocational education [ ] PHD and above

4. Your marriage status

|:| Not Married |:| Married |:| Divorced

5. How long have you been a customer of Cooperative Bank of Oromia?
[ ] Lessthan1year [ ] 3-6years

|:| 1-3 years |:| Above 6 years

Part I1. Factors affecting customer loyalty.

Strongly disagree (1) Disagree (2) Agree (4) Undecided (3)Strongly agree (5)
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Items Strongly Disagr | Undeci | Agre | Strongly
disagree(1) | ee(2) | ded(3) | e(4) | agree(5)
A. Personality of Employees
CBO branch employees are really considered about | 1 2 3 4 5
their neatness
CBO branch employees follow the common bank | 1 2 3 4 5
dressing code
Branch employees have excellent personality that | 1 2 3 4 5
initiates you to use banking services
Employees at branch are outgoing and dedicated 1 2 3 4 5
B. Formalization
Formalization encourages hardworking of employees | 1 2 3 4 5
than encouraging defensive type of behavior
The rules that are accustomed by employees facilitate | 1 2 3 4 5
branch operation
Formalization is very essential for operation at branch | 1 2 3 4 5
level
Formalizing all activities at the branch facilitates | 1 2 3 4 5
branch activities
High formalization is experienced at CBO branches 1 2 3 4 5
The working process exercised by branch employees | 1 2 3 4 5
is increasing my loyalty
C. Employee empowerment
In banking industry empowering front line employees | 1 2 3 4 5
is exceptionally important to build loyalty
Empowering managers skill will increase customers | 1 2 3 4 5
loyalty
Managers have to allow capable employees to |1 2 3 4 5
exercise on decision making
CBO employees make most of decision by their own | 1 2 3 4 5
confidently
There is better work practices from time to time at | 1 2 3 4 5

CBO
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Items Strongly Disagr | Undeci | Agre | Strongly
disagree(1) | ee(2) | ded(3) | e(4) | agree(5)

As CBO branch employees are very capable, | made | 1 2 3 4 5
the bank my primary choice

D. Listening skills
Good listening skill is critical in maintaining a | 1 2 3 4 5
positive interaction

Listening skills are important to enhance customer | 1 2 3 4 5
loyalty
CBO branch employees are good listeners 1 2 3 4 5
Selective listening will make a customer to come and | 1 2 3 4 5
use services frequently

E. Role clarity
Job descriptions for the purpose of role clarity make | 1 2 3 4 5
employees to focus only on a particular job.

Managers are responsible for role clarity to happen at | 1 2 3 4 5
branches
CBO branch employees have precise knowledge of | 1 2 3 4 5
what they do
CBO employees at branch are not interrupted while | 1 2 3 4 5
giving service for you

F. Organizational citizenship behavior
CBO employees focus only on rendering the service | 1 2 3 4 5
they are requested by customers
CBO employees assist each other while the other one | 1 2 3 4 5
is busy
CBO employees inform additional products and | 1 2 3 4 5
services to the customer
CBO employees work extra time to serve customers 1 2 3 4 5
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Part I11. The level of customer loyalty

Strongly Disagree(2) | Undecided(3) | Agree(4) | Strongly
disagree(1) agree(5)

1 | Depending on my experience, | |1 2 3 4 5
will remain in getting banking
service from CBO

2 | 1 am not thinking of switching | 1 2 3 4 5
some banking services from CBO
to its competitors

3 | I recommend the banking service | 1 2 3 4 5
given by CBO to my friends and

relatives

4 | 1 recommend the new products that | 1 2 3 4 5
are introduced by CBO to my
friends and relatives

5 |1 will increase using banking |1 2 3 4 5
saving products through various
products provided by CBO

6 |1 will increase my account |1 2 3 4 5
transaction with CBO

In your opinion, what is the level of customer responsive culture at Cooperative Bank of Oromia?

|:| Very high |:| High |:| Undecided
I:I Low I:I Very Low

THANK YOU VERY MUCH!!!
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POOMLP X

Addis Ababa University College of Business and Economics
MBA program

M.8 +AFLPT NPLML LUTTY PO MESP & ATRATAT: IHLPTY AQL+D. §PLE NARPTP NMID
RAPAGIGTAL:: PARARAM, PAPMLS & ATR PT LS ALUL oL FU& PAUMA 1M PRUL ToLSP
&Ué PaqNLM "ARLTING JPAR PARAMT NUA NLING F9%7F a9AAA AR PAM. @35 NTRA CON
AU7T &U-4 A Business Administration P2UZ 922 TI2UCT PMNG 1M NHUTR APALT AR AR
PACTP 4NCF 4 NTA BING PATRIIR NIF AUATR M PRPT dPAN EAMA NS +N& ALCIAU:
PAPMLS $R.T IPA+M ATPlN N10-15 L PPT PNLAIA::

2U PMEP aEALP AL AtMPNM. PLUL ToLP RU& NF PALMA 10 NAHY TLADE BT+
PtmNP UET AZITMAL: NIRIR T MIFMI 176 TMNDEPI+ET DB AL PAINA +Nre
P FNNY 17C7T PARR& 918, 3 PANPHIP::

ANAPTY RUTT V" RANTF TRCemPY ATRDAT AUATS D PEPT EMPar::

A& 1. N1 AHNP B PEPT

1. 559
[ ] ove G
2. hEmP
[ ]18-25 hae#: [ ] 36-25 hae# [ 156 A hH.P NAR Aaoit
[ 26-35 haox. [ 46-55 naox

3. PH9RUCT LLEP

[] Nh1%-10% hed [] eacEmsp et
[] PaeASe +9RUCH (Ne&9° 11-12 N&4) [ ] =mn+ch o
[] ethih ag amp 29yt [ ] &ntet &9 &S NHP NAL
4. PINF Ui
[]  sanzar []  manuge (] <rFaw
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5. AT PUA AGRE PACTRL 4NLF 4 NYA BING §42
[ ] n1aetnzF [] h3-6hamt

[] h1-3 hoox [[] nermtnAe

h&d 2. NHU NPemA N 77 ATMEH ND PAT UATR mPEPF PAANT NNA A9PNT ARAN, P
NANCT HE 1M.:: PNA ATPNT APAN, PMIR ATLM N+AM. L MNAA::

NMI® AANTITRI(T) AANTRTRID(2) ARADNTN9IR(3) ANTITAL(4) nmge
ANTAU-(5)

nPEPF Nmge RAN | AA@A | AN | NMgP
AANGRAY | ayag | hg( | @A | AhA9aY
go 9o (2) | 3) @.(4) | A@(5)
M
1. Pwitd NNOS
1] PACTLE 42T ¢ NTA PCIRE AGHET | 1 2 3 4 5
ATRMTTFMO NF 2AMA
2| PACTP ANt ¢ N BCIRE NEHRT | 1 2 3 4 5
PHAM LMY PNTN AANNA UTT £h+Ak
3| PRCYIBE NPT D& NNOT NAAF® N7 | 1 2 3 4 5
A1t ATEMPT® ATANTE A
4| PPCYIRE NPT tANNT NEATOL | T 2 3 4 5
paq+aqany A§ @CME TFM@,
2. UI® ™ALFT MNPH
1| b3+PFY UIR aoALt aNPH ATN+E ARTH | 1 2 3 4 5
NUST hMmNg+F+ A% NCHE  aPALTT
PNEFFA
2| NAGHEF  NHATRL Ne AR PPA UIF | 1 2 3 4 5
PPCIBEGT NG PPADGA
3| U3PFT UIP aRALT TNPH NNTN $CIRE | 1 2 3 4 5
228 ATt NPT NMIR ANEAT 1M
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nPRPF nNmge AAN | AADA | AN | NMgP
RANGYTY | @y | ypRge( | @A | ARARAY
ge g (2) | 3) @(4) | AQ(5)
(1)

N$CImE PMAGTT NPT A UIP dRALT | 1 2 3 4 5

TNPH PPCIREG N-PTT PPAMDEA

NN&+s 171CFY UIR aALT DNPH NACTEP | 1 2 3 4 5

ANt 2 NTH 2ATPAA

NPCIBE NLHEF APHLOM PAM. PAAGC | 1 2 3 4 5

1o+ FaFyEY APARL M,

3. NGt MNST

NNINTT AI8NFS @A Nt ALt PAT | 1 2 3 4 5

Ne+HEFT @NSF  NAR dPAn  Fa9TET

AR7INT £ MPTIA

PATECT AUAT TW8NC PRINETFY F93TT | 1 2 3 4 5

[ T4 LA

MTECT ANk A&+ETF MAL A8, AM: ESE | 1 2 3 4 5

AANTF@,

PACTL 4Nt M4 NI A+EF mALPTFT | 1 2 3 4 5

N¢-N ae+agany BMAS A

NACTL 4NLT M4 NTA PNG AE989° NeTH: | 1 2 3 4 5

ML IH, +ANAL

PACTL 4Nt 24 NYN BCIRE ACHET | 1 2 3 4 5

NN N& NAPF NY7T PaDEADLP goCanf

RECLOAM.

4, Pmgam hyst

M4 PaR8@m AUAT PHAA TREIFY ATINLT | 1 2 3 4 5

™A% 0.
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nPRPF nNmge AAN | AADA | AN | NMgP
RAN@ay | agag | Yhege( | @A | AHa9a
ge 9o (2) | 3) @(4) | AQ(5)
(M

pameaem nuAt PRINGT FMATT ATIAARA | 1 2 3 4 5

ANEAT 10

PACTLE 4N ¢ NN $CIME NETETF D6 | 1 2 3 4 5

AL Mep TFM,

RING NMTUM &4 UANT NF @8 m £ING | 1 2 3 4 5

N+2779, PNYN A7A%F ATRMPT PLCIA

5. PNé MT 9461

ANG @G A8 +NAe PN SCAYT Thbaem | 2 3 4 5

NGHETF N+ N AL NF Fndt AT8AM

PRCIA=

NPCIm&E PN TG 9081 AT8FC MTEC | 1 2 3 4 5

UALTT AANG

PACTP Nt ¢ NYN BCIBE ACHET | 1 2 3 4 5

NATLAGTE N FARAGT ADLbF AATFQ,

PP 4Lt 4 NTN BCIRE ALtET | 1 2 3 4 5

A1AG AT APAM: APA NAA Né ARNTEIATR

6. PECEFRHIITNYL

PACTP 4NLF ¢ NYN BCIRE AGtET | 1 2 3 4 5

LINFM. PMPPMT A7A9T APAMT AL NF

Pthrdaie

PACTP 4Lt ¢ NTN BCIRE ALtET | 1 2 3 4 5

AR N&tE AL Né PARNH NPT 2+ J7HA

PACTP 4Lt ¢ NTN BCIRE ALtET | 1 2 3 4 5

ALINE NA  +enTg  PemN  YANTF AT
AT T aBZE BAMA
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4| PRCMP 4Nt ¢ NN PCIRE NetaT | 1 2 3 4
2INET ATIAIA A TS PG NGTTF
ALK

N&A 3. PLING a3t 248

mPEPF NMIRRANT | AANTY | AADAT | ANTY | NMIPAN
ago amgo 9R3) | MAR. | AR
(M @) 4 5)
PLING FFTT 848
1 | DA% +9PAC aALTINACTLL 4Nt 2¢ NTh | 1 2 3 4 5
APTTUT PAMY PNTA A7A AT APAAL
2 | A1871L PN ATAIATTT NACTP 4Nt | 1 2 3 4 5

e NI @ +ehhd NIhtd AdReeC
APANNY AR RATR

3 [ NACTP 4Nt A4 NTh PAM PN | 1 2 3 4
A1APTY A 3RBF AT HARLF AMRMAL

4 | NACML 1T 4 N0 PHPDRTYT K88 N | 1 2 3 4 5
PemN LANTFT A 388F AT HARLE AMe AL
5 | NACTLINLTNTAPPLNTTT1P+ALRPEMN | 1 2 3 4 5

4ANTY  NAPMeg  eNTR PemMN YA
AMPPMT AT AL

6 | NACTL 4NLT ¢ NTA PATT PemMN YA | 1 2 3 4
ATPNPA PARRLADC YA AAT

NACAP AMTHINACTL 4Nt A4 NTh ARTNG 9RAT PARhAMT NUA 97 45 AL 1.2
[] nmone+s [] ne+z []  raonrnge

[] ]

NMI° HP+& HP+E

RE9 NMIe RanogA 11!
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