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ABSTRACT

Customer loyalty is one of the most important issoeganizations face today. Considering
highly competitive, complex and dynamic environmefithe banking industry together with
slight differences which exist in financial prodsicand services, brands become a key
differentiator to enable the bank to gain a contivetiadvantage in the industry. Accordingly, it
has become increasingly important for the bankdentify the factors that keep their customers
brand loyal to them. Therefore, the present stumbudes to comprehensively identify and
measure the most important determinants of thedbtayalty in Ethiopian private banking
industry. To meet the purpose of the study, Exptaya cross sectional, quantitative survey
method is used. The population in this researctsisbionly individuals who have experience
using banking services in any one of the privatekba Considering the large population of
bank service users, a stratified random samplintpoceis used to collect data in view of time
and cost constraints and a sample size of 384lésted from the defined target population
accordingly. The data collection process is doneguself-administered questionnaire filled by
customers and it has taken place in different brgmemises of the selected banks. A five -page
standardized survey questionnaire was employed.cripgige analysis, factor analysis,
reliability analysis and correlation analysis ased for purpose of analyzing the data. Finding
of factor analysis revealed that all the identifialuences as true influences of brand loyalty
and most of the statements selected for each mfkigvere indeed valid. The correlation study
showed that there is a positive relationship betwalé of the variables considered under the
study. The percentages of responses for each quedttng with their respective mean value
confirm that influences culture, switching cost amdhtionship Propones are less important
factors and they have week influence on Brand tgyafl banking customers whereas Perceived
Value, Customer Satisfaction, Brand Trust, Repeatliase and Involvement are the most
important factors and has a strong influence om&tayalty of banking customers. Given the
findings, it is recommended that management shimaldls their managerial actions on the more
important brand loyalty influences first, once thesnder the best results, managerial input can

focus on those influences of lower importance.

Key Words: Brand Loyalty Loyalty Influences, Conceptual Framework, Bankindustry,
Factor Analysis

XVi



CHAPRTE ONE
1. INTRODUCTION

1.1 Background of the Study

The success of a firm depends largely on its céipabd attract consumers’ towards its
brands. In particular, it is critical for the swal of a company to retain its current
customers, and to make them loyal to the brandndtayalty has been a one of the
biggest issues in the world of marketing over thst lyears (Kotler, 1994). Added focus
was put on the topic once marketers realized tratdloyalty has a strong connection to
higher sales volumes, gives companies the optigererhium pricing, and encourages the
customers to search for their preferred brand (éndd% Hoffman, 2002). Another factor
contributing to stronger focus on brand loyaltyhe fact that it can cost up to six times as
much to win over a new customer as it costs tdrreda already existing one (Kapferer,
1992). Loyal brand users do not only spread pasivwerd of mouth about their preferred
brand as well as defending the brand in argumemtisdiscussions, but also often talk
competitive brands down. This suggests that brayditly to one brand not only influence
the brand positively, but also possibly have negatffects on the competitive brands
(Raju, 2009). According to Aaker (1991), brand loyas one of the factors that create
brand equity. When it comes to brand loyalty, Aa&o states that just by having an
intensely loyal customer base, even though it latively small, can create significant
brand equity for a firm. Kandampully (2000) argut the ability of a company to
create, maintain and expand a large and loyal mestdbase over a longer time period is

crucial to attain and sustain a premium positiothenmarket.

The economic liberalization of the financial secttarted in 1991 in Ethiopia laid a
foundation for the formation and expansion of pevéanks. This coupled with rapid
technological advancement and improved communicaystems, have contributed for the
private banking industry to growing in size, resm& and capabilities and each bank is
trying to improve its competitive position by offieg a variety of services to meet
customer needs and expectations. The Ethiopiaatprivanking industry is flourishing and

this can be evidenced by the financial result$efibdustry for the fiscal year 2012- 2013.



The industry has enjoyed high growth, high profiisd high dividends. Even in the middle
of various challenging situations, all key areastlod banking operations; collecting
deposits, providing loans and foreign exchangeinigslhave showed growth. Currently,
there are nineteen banks in Ethiopia of which sixtare privately owned banks. In the
highly competitive, complex and dynamic environmehthe banking industry, the very

slight differences which exist in financial senscend products together with an
increasingly demanding customer, brands becomg dikerentiator to enable the bank to
gain a competitive advantage in the industry (Sil&eBerggren, 2009).Therefore, it has
become increasingly important for the banks to tiferthe factors that keep their

customers brand loyal to them.

In this regard, the basic aim of this study isdentify and measure the most important
factors which influence customers brand loyalty the private banking industry of
Ethiopia. . In order to do this, previous studied anodels were reviewed to identify more
factors that can be considered in banking indudtmyally the researcher learnt that the
model which was designed by Ahammed Molla (Moolkf)10) is comprehensive,
complete and latest. Therefore the study will fomglentify and measure the determinant
factors of brand loyalty through the use of a maaguinstrument designed by Moolla
(Moolla, 2010).

1.2 Statement of the Problem

Customer loyalty is one of the most important issogganizations face today. Creating
loyal customers has become more important duegtofsiant increase in competition and
concentrated markets. Businesses are trying tacatdnd satisfy customers and to build
long-term relationship through building loyalty amgp customers (Gremler, 1996).
Developing a network of loyal and satisfied custmrie critical for the survival of many

corporations (Kotler, 2004). In this regard, bramdis used to establish a competitive
position by addressing one of the purposes of lingnde repeat sales or loyalty(Lamb,
2008). Managers have recognized the importanceamidbloyalty and have discovered the

benefits of retaining customers rather than seekéw ones.



Firms including commercial banks have recognizeal ithportance of brand loyalty as

strategic competitive tool (Kotler and Keller 2006)

The Ethiopian private banking industry has beconmentompetitive and challenging
from time to time. This is due to the result ofttas such as; government imposition of
obligatory regulations on private banks, governmepionsored rivalry action of
governmental banks mainly through Commercial BahkEthiopia and the increase in
number of private banks. The competition becom#t edpecially in the area of local
deposit and foreign exchange mobilization. Duehtoihtensive marketing efforts made by
competing private banks, the tendency of consunerswitch banks increased and
customers are becoming less loyal than before. célgorivate banks are now began to
comprehend creating of loyal customers becomes tatahe long-run profitability and
ultimate survival. In the interest of building higl, long-term, mutually profitable and
satisfying relationships, bankers need to undedsthe factors which contribute for the
creation of loyal customers and the degrees ofltipyhaat exist among customers in order

to design marketing activities that can addresdayaty gaps.

To the best knowledge of the researcher, theredseris previous research work on the
subject area of factors that influence brand IgyaitEthiopian private banking business
context. Therefore, the present study focused topcehensively identify and measure the

most important determinants of the brand loyaltithiopian private banking industry.

1.3 Research Questions
The study aims to find answers for the followingaarch questions;
= What are the key influential elements of brand lyyen Ethiopian private banking
industry?
= What is the measure of influence of the factbet tan affect brand loyalty of
consumers towards bank brands
» |Is there any relationship exist between the factbas influence brand loyalty of

bank service users?



1.4 Objectives of the Study

The overall objective of the study is to identifydainvestigate the main factors that affect
brand loyalty of bank customers in Ethiopian prvéianking industry by applying the
model of brand loyalty developed by Moolla (Mool2§10).

1.4.1 Specific Objectives:

» To identify the key influential elements of brandyalty in Ethiopian private
banking industry;

» To measure the factors which affect brand loyaltyconsumers towards bank
brands

= To identify the relationships that exist betweer factors that influence brand

loyalty of bank service users.

1.5 Significance of the Study

The research has examined the factors which infeil@ustomers’ brand loyalty towards
private banks as well as it evaluate and measweréetlel of their influence. In this regard,

the importance of this study can be viewed from tivnensions: Theoretical contributions
and Practical implications.

Theoretically, the study can fill an important gapthe literature regarding the brand
loyalty in Ethiopian banking services context. eféfore, the findings of this study can
add to the existing body of the literature and sarve as a starting point on which future
studies can be built. On the practical side, tlieystan help decision makers to identify
the major factors that may determine the brandltpyaf customers. Such information

should help the management of the banks in fornmglappropriate marketing strategies
in order to make their customer loyal towards theand.

1.6 Scope and Limitations of the Study

This research is based on the responses obtaioeddrivate bank customers who were
contacted from few specific areas in Addis Abaldaudthe results may vary if the research
is conducted in other parts of Ethiopia.



1.7 Organization of the Paper

The study is structured in five chapters as followadlowing introduction in the first
chapter, chapter 2 contains a review of the litgmincluding the different elements of
brand loyalty and its importance and relevance. idddepth literature study on brand
loyalty is done and a conceptual framework is presgwith the twelve elements that are
tested. The research design and methodology i®mes$ in chapter 3. Specifically, this
chapter shows the research sampling method folldwechethods used in collecting data
are all outlined. Furthermore, statistical methadsed to analyze the data are also
explained. In chapter four, the results and findinfl the study are discussed. Finally, the
last chapter enclosed summary of major findingachkesion drawn, recommendations and
areas where further research may be productive.



CHAPTER TWO
2. LITERATURE REVIEW

2.1 Chapter Overview
Brand loyalty is affected by several factors. Thtierature review tries to determine and

elaborate factors which influence brand loyaltyhia banking environment.

2.2 What is Brand?

A brand can be defined as a distinguishing nameoargymbol, intended to identify a
product or producer (Aaker, 1991). The American Rdting Association define the term a
little deeper and state that a brand.is & customer experience represented by a collection
of images and ideas; often, it refers to a symbohsas a name, logo, slogan, and design
scheme. Brand recognition and other reactions aeated by the accumulation of
experiences with the specific product or servicethbdirectly relating to its use, and
through the influence of advertising, design, anddia commentary. A brand often
includes an explicit logo, fonts, color schemesnisgls, sound which may be developed to

represent implicit values, ideas, and even perggh&AMA’s homepage2013.

Brand is the image of a product in a market. Twidetknt aspects of a brand can be
distinguished; the experiential aspect and the lpslpgical aspect. The experiential aspect
touches on all previous experiences that an indalithas had with the brand before. The
psychological aspect refers to the perceived in@ga brand, something subjective and
symbolic (Broyles & Schumann, 2004).A company’snorand the image surrounding it
can be the main source of its competitive advantadberefore it is a valuable strategic
asset. It is important to create not only a bratehiity, but a brand personality. Otherwise
a brand can easily be passed over, especially @sethdays where information is
overflowing all around us. This brand personalityp@d portray something greater than
just a set of different product or service attrédsuthat can easily be imitated. A brand needs
to be easily identifiable in order to penetrate thends of consumers and to be re-
recognized. To sum it up, a brand is not just aesgntation of a product or a service; it is
a symbol of the company itself, and that is whée ¢ore of brand loyalty lies (Kotler,
1994).



2.3 Brand Loyalty

Customer loyalty to specific brands has been afbogl point of strategic marketir
planning over the last yea(Kotler, 1994).Strong brand can only exist given that it he
strong supply of brand loyal customers. Today ihisonsidered to be an obvious fact,
this only first surfaced in the early 1980’s. Be&fdhat time, companies mainly focused
trying to steal customsrfrom their competitors and constantly get morstamers. Aftel
this fact got the attention that it deserved, theu§ shifted towards keeping alree
existing customers. This has become more and magpertant strategy since now in t
times of countlss offers, buyers tend to jump from one brand é&next (Kapferer, 1992).
It can cost up to six times as much to gain a nestarne compared to what it costs
retain an existing customer. On top of thvarious studies indicat that depending on the
industry, there is a possibility to increase pmofitp to 60% after reducing custon
migration by a mere 5%Therefore,one of the main focuses of marketers in compe

should be to create loyalty in order to createaustretention. Kapferer1992)

2.3.1 Brand Loyalty Definitions

Brand loyalty refers to the extent of faithfulnegsconsumers to a particular brand. Br:

loyalty is most commonly expressed through repeathmses, irrespective of marketi

pressue generated by competing bran(Jacoby &Chestnut1978)Oliver (1999) also
defines byalty as a deeply held commitment to repurchas«wepertorie a preferred
product/service consistently over time, despiteagibnal influences and marketing effa

that might have the potential to cause sving behavior. Brand loyalty has been descri

as a behavioral response and as a function of pkygibal processe(Jacoby &Chestnut,
1978)Brand loyalty can thus be described as a functibbath attitudes and behavi

(habit) as shown in Figurel.

Figure 2.1 Attitudes, Habit, Loyalty and Brand Equity

Brand
Attitudes
Brand Brand equity
outcomes

Loyalty

Source: Jensen and Hansen (2



Brand loyaltyis closely connected to brand equity because the hoyal the consume
are to the brand, the higher the \e of the brand can be estimai(Aaker, 1991). Brand
loyalty can qualitatively be distinguished from tl¢her dimensions of brand equ
because it is attached closer to the experienterfasithough purchase and use experie
are basic factors in brand loyalithe loyalty of a customes also influenced by othe
dimensions of brand equity (Aaker, 1991). Aakertcwres and categorizes the loyalty

the consumer in five different levels as depicte&igure 2.2

Figure 2.2: Levels of Consumer Loyalt

C

Satisfyied buyer with switching
costs

Satisfied/Habitual buyer - no reason to change

Source: Aaker (1991)

Aaker (1991 )pointed out that brand loyalty is a variable hawuiifferent level of strength
depending on a particular customer. Switchers lagectistomers, who keep on chancg
brands due to low switching costs. Habitual buyeesthe people who have a tt to buy
the same brand repeatedly, but do not have an emabtattachment with the produ
Satisfied customers are tpeople who are loyal to a brand because it contislycsatisfies
their needs and wants (Aaker, 19' Likes have an emotional attacent with the product
and committed customers are at the top of the pgramhese people share strc

commitment and trust with the brand and value dktschment



According to Oliver (1999) there is a social cortietbetween the customer and brand.
This social connection helps in development ofltyalty and satisfaction of the customer
towards the brand. Oliver (1999) carried out aasdeindicating that satisfaction plays an
important role in brand loyalty; however other tastlike quality, customer’s interest in
the brand and social connection between customeérbaand also important factor for

brand loyalty development.

Dick and Basu (1994) suggest that brand loyaltpfapositive word of mouth and greater
resistance among loyal customers to competitivatesjres. Obviously such findings
encourage marketers to build and maintain brandltpyamong customers. When striving
for such goals, information on factors determinthg creation of brand loyalty among
customers becomes an important matter. Maintaibmagd loyalty remains the ultimate
goal of a marketer. Brand loyalty is the consumegsscious or unconscious decision,
expressed through intention or behavior, to remseha brand continually. It occurs
because the consumer perceives that the brand afferright product features, image, or
level of quality at the right price. Consumer babris habitual because habits are safe
and familiar. In order to create brand loyalty, edisers must break consumer habits, help
them acquire new habits, and reinforce those haélyiteminding consumers of the value

of their purchase and encourage them to continughpaing those products in the future.

2.3.2 Brand Loyalty Concepts

Kumar andDatta (2006) stipulates that brand loyalty is indicatetlen the consumer
deliberately chooses a brand from a set of altermdirands. The consumer does not go
through a decision process to select a brand weéshé is brand loyal. Though there is a
great deal of similarity/overlap between habit émglty, the repeat purchase made out of
convenience can be classified under habit whergagchase made out of commitment is

loyalty.



2.3.2.1 Brand loyalty as a biased response

Brand loyalty is a biased response. This implied there has to be a systematic tendency
to buy a certain brand or group of brands A proadsssero-order when each brand is
chosen by the consumer with a certain probabilityctv is independent of the consumer's
past purchase decisions. Nothing that the consuines or is exposed to alters the

probability to purchase a specific brand(Kumar Batta,2006).

2.3.2.2 Brand loyalty as a behavioral response

Brand loyalty is also influenced by actual consurbehavior expressed over time. The
measure of behavioral loyalty is operationalised tbe basis of attitudinal loyalty
statement, but modified to describe actual repwelzand recommend behavior rather than
intention (Musa, 2005). According to Nath (2003)stomers behave loyally when they:

* buy again;
= buy more;
= buy more often; and

* buy not other company products.

Nath (2005) adds that loyal behavior creates aimoing loop of action and reward in
terms of satisfaction; leading to an attitude thatpels positive behavior again. This

behavioral response is also referred to as theepsoof brand learning.

2.3.2.3 Brand loyalty expressed over time

An incidental bias towards a brand does not guaeabtand loyalty (Kumar and Datta,
2006). As the process is dynamic, some consistenogeded during a certain time span.
This suggests that one should not only considemthmaber of times a specific brand is
purchased during that period, but also the purchmstern over successive purchase
occasions. As such, one can distinguish partiaiall behavior from completely (non)
loyal behavior. Anderson and Srinivasan (2003)imfistish consistent loyalty by studying
the purchase sequence towards a brand. They gldsgélty into three categories using

brands A and BThe example is illustrated in Table 2.1
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Table 2.1: Purchase Sequence and Classification

PURCHASE SEQUENCE CLASSIFICATION
AAAAAA Consistent Loyalty
ABABAB Divided Loyalty
AAABBB Unstable Loyalty

Source: Anderson and Srinivasen (2003)

2.3.2.4 Brand loyalty as a decision-making unit

Brand loyalty is defined by the purchase pattera afecision-making unit which may be
an individual, a household or a firm. Importantntte is that the decision unit does not
have to be the actual purchaser. For example, uheghpses of household goods are often
made by one of the parents, but other memberseohtlusehold may also be involved in
the decision proces¥his issue becomes important when the memberdotisehold have
different product needs and use goods for diffeqgmtposes. This usually results in
switching behavior on the household level whichrespnts different needs or usage
purposes by different family members rather tharalasence of brand loyalty (Anderson
and Srinivasen, 2003)

2.3.2.5 Selection of brands

The fifth condition is that one or more brands setected out of a set of brands. This
condition implies that consumers may actually b@aldo more than one brarnRungie &
Lockshin, 2007). Especially for low involvement giso the consumer often does not
evaluate brands on a continuous scale, but classthem discretely as acceptable or
unacceptable. However, evaluation is done on airagalt basis because of the high
involvement. If more than one brand is acceptabte,individual might be indifferent
between them and exhibit loyalty to a group of dsamather than to a single brand. A
problem with multi-brand loyalty is that it is hatal distinguish this kind of behavior from
brand switching, especially if there are only a flesainds available. This suggests that an
individual who buys brand A and B with the purchasguence ABBABAAB may be
defined as a multi-brand loyal consumer if morenth@o brands are available. But if only

brands A and B can be selected, the behavior cantégreted as brand switching, since
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every brand available is used regularly. In sebectf brands, in order to have brand
loyalty, there must be an opportunity to choose ragradternatives. Before one could speak
of brand loyal, one must have the opportunity ahdealisloyal. As such, brand loyalty
cannot exist when a brand has a monopoly posifitie determination of the product

category therefore becomes of major importance gieu& Lockshin, 2007).

2.3.2.6 Function of a psychological process

Brand loyalty is a function of psychological (desismaking, evaluative) processes.
Brands are chosen according to internal critersulting in a commitment towards the
brand, which, according to Jacoby and Chestnut§i&7an essential element of brand
loyalty. Although consumers do not always seek rimfation actively, they do receive
some information, for instance, due to advertistagipaigns, which may be used to form
certain beliefs about brands. Based on these pabefs, brands are evaluated and some
are preferred over others. In time, the consumey develop a commitment towards a
brand and become brand loyal. Hence, brand loyaiplies consistent repurchase of a
brand, resulting from a positive affection of th@sumer towards that brand (Motisescu &
Bertonceij, 2010).

2.4 Dimensions of Brand Loyalty

Together with the importance of defining Brand lbyathe marketing literature is
concerned as well with identifying its dimensiongnderstanding Brand loyalty
dimensions is a critical tool for marketers to depetheir marketing strategies. A review
of the marketing literature suggests that consumalty has a few dimensions. Since its
very first definitions there is a debate about tdgimg whether loyalty is based on
behavioural or attitudinal approach depending @nrétative emphasis on respectively, the
purchasing or the cognitive component. Loyalty tygrsy preference can be comparable to
attitudinal loyalty and loyalty by high repeat matage can be comparable to behavioural
loyalty (Dick & Basu, 1994).

12



Some authors claimed that customer loyalty is basgdly on behavioural concepts
(Mellens and Dekimpe, 1996). By its nature behadbloyalty can be considered as the
actual purchases over a certain period of timesagha amount of purchases for a particular
brand (Mellens and Dekimpe, 1996).Bowen and Ch&01® consider this construct as a
consistent, repetitious purchase behaviour whicanisndicator of loyalty. According to
Mellens and Dekimpe (1996), the advantages of beheal loyalty are that it is based on
actual purchases; it is not likely to be accideatalt is usually based on behaviour over a
period of time and it is relatively easier to cotlethan attitudinal data. However,
behavioural loyalty has also disadvantages andobieem is unfortunately that it cannot
predict consumer behaviour, as it can be a redulitaational factors such as high
switching costs or available alternatives (Dick &d8, 1994). Furthermore, according to
Mellens and Dekimpe (1996), the bigger disadvantddeehavioural loyalty is that it does
not make difference between brand loyalty and reipegng.

As a result researchers have proposed the attgudimension in order to measure loyalty.
Attitudinal loyalty in contrast, compared to belmwial one, can make a separation
between the brand loyalty and the repeat buyindl@ig and Dekimpe, 1996), In general
the attitudinal measurements are concerned withsdrese of loyalty, engagement and
allegiance (Bowen & Chen, 2001). Therefore it carstated that the emotional attachment
toward a product, service or organization is thet f attitudinal loyalty. The degree of
this attachment defines the purely cognitive degfeeonsumer’s loyalty, which in turn is
based on stated preferences, commitment or purdhi@sgions of the individual (Mellens
and Dekimpe, 1996).

Furthermore, the attitudinal measures of loyaltglude trust, emotional attachment or
commitment, and switching cost (Baloglu, 2002).itattinal loyalty can be divided into
three stages which are cognitive, affective andattea. According to Dick and Basu
(1994) the cognitive component is associated whih informational determinants (e.g.
brand beliefs that one brand is preferable tharthemp affective loyalty is related with
feelings and reflects a favourable attitude towardrand and finally, conative loyalty is

related to the behavioural intentions towards thmandh, containing commitment to
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repurchase. A weak point of attitudinal loyaltyhat it cannot accurately reflect the reality,
as it is not based on actual purchases and irdeh#o collect attitudinal data (Mellens and
Dekimpe, 1996).

In addition to the understanding that loyalty canblased only on behavioural or attitudinal
approach, various studies suggested that loyatiyldhoe seen as a construct which entails
both behavioural and altitudinal dimensions. Acaogdto Jacoby and Chestnut (1978)
defined this bi-dimensional concept as composiyalty, which should always represent
favourable attitudes, intentions and repeat-puha®ritchard and Howard (1997)
proposed that the new concept should measure yoyalich better using product
preferences of the consumer, tendency of brandkint, frequency, recency and total
amount of purchase. The combination of behavicamal attitudinal loyalty results in four
categories, where both relative attitude and regeaiatronage can be either ‘high’ or

‘low’. The four types can be seen in the table telo

Table 2.2: Relationship between behavioural and attidinal loyalty Behavior

Intention
High Low
High True Loyalty Latent
Attitudinal
Loyalty
Low Spurious No Loyalty

Source: DickB&su (1994)
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True loyalty is characterized by a strong attitudinal attachneerd high repeat

patronage; it exists when buyers make high pergestaf purchases from the
preferred brand, while being least vulnerable tmpgetitive offerings ( Baloglu,

2002);

No loyalty occurs when a consumer has no preferences anel ighdittle or no
purchasing from a brand (Baloglu, 2002); when thiereno loyalty, customers

would visit another vendor due to cost or pricenpotion;

Spurious loyalty emerges when the customers perceive little diffezelnetween

alternatives, i.e. there is no emotional attachmbuat purchase one brand more
consistently than others. It could occur if thererevno alternatives in a category.
The high patronage levels of spuriously loyal costcs can be explained by factors
such as habitual buying, financial incentives, @mence, and lack of alternatives,

as well as factors relating to the individual casto's situation (Baloglu, 2002);

Customers withatent loyalty exhibit low patronage levels, although they hold a
strong attitudinal commitment to the company. Lateyalty is evident when a
buyer has a favorite brand, but does not purchassy often. This might be due to
not sufficient resources to increase the patrormageecause the company’s price,
accessibility, or distribution strategy may not @m@age the customers to repeat the

purchase (Baloglu, 2002).
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TABLE 2.3: Advantages and Disadvantages of Behaviat and Attitudinal Measures
Advantages Disadvantages

1. Based on actual behavior 1.Reapeat buying not distinguished

2. Non - Incidental from brand loyalty
Behavioral 3. Easy to Collect 2.More sensitive to short-run
MEEEUIE fluctuations
3. Difficult to pick right decision ur
1.Reapet buying separated frorh.Valid representation of reality not
brand loyalty guaranteed
Attitudinal 2.Less sensitive to short ruyr2.incidental
Measure fluctuations 3. Harder to collect

3.Easy to pick right decision unit

Source Bennett and Rundle-Thiele (2002)

2.5 Benefits of Brand Loyalty
Firms selling brands with a high rate of loyal comers reduce the marketing costs of the
firm (Levins, 2009). Brand loyal consumers redtloe marketing cost of the firm as the
cost of attracting a new customer. Levins, claiat the cost of seeking new customers is
about six times higher than the cost of retainingla one. Similarly, Holt (2008) confirms
that as costs escalate, credit access shrinksaamgatition increases, a strong and resilient

brand is the solution for obvious competitive adage (Holt, 2008).

Holt (2009) state that loyal customers translate lower marketing costs and increasing
revenue over a customer's lifetime relationshighvatcompany. Patterson(2007) asserts
that many firms are beginning to shift their markgtfocus from new customers to

existing customers in an attempt to secure a caffdstand loyal customers to first ensure

sustainability.
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Brand loyal consumers are willing to pay highercgsi and are less price sensitive Brand
loyalty also provides the firm with trade leveragad valuable time to respond to
competitive moves (Aaker, 1991). In sum, loyaltytie firm's brands represents a strategic
asset which has been identified as a major sodrtedrands’ equity.

The following have been identified as the most camibenefits from brand loyalty:

2.5.1Higher sales volume

The average company loses half of its customersyefinwe years, equating to a 13%
annual loss of customers. This statistic illussatiee challenges companies face when
trying to grow in competitive environments. Achiegieven 1% annual growth requires
increasing sales to customers, both existing amd bg 14%. Reducing customer loss can
dramatically improve business growth and brandltgyahich leads to consistent and even
greater sales since the same brand is purchaseateefpy (Giddens, 2010).

2.5.2Premium pricing ability

Studies show that as brand loyalty increases, etnessiare less sensitive to price changes.
Generally, they are willing to pay more for theneferred brand because they perceive
some unique value in the brand that other alteresitdo not provide. Additionally, brand
loyalists buy less frequently on cents-off dealdese promotions only subsidies planned
purchases (Aaker, 1996).

2.5.3 Retain rather than seek

Brand loyalists are willing to search for their dawe brand and are less sensitive to
competitive promotions. This inelasticity resulslower costs for advertising, marketing
and distribution. It is easier to reinforce behasithan to change them and the sale is just
the beginning of an opportunity to turn the pur@nagto a loyalist. It costs four to six

times as much to attract a new customer as it hoetain an old one. (Giddens, 2010).

2.5.4 Creating perceptions

Price premium creates the perception of qualityollows the age-old axiom of “you get
what you pay fdt. Price and quality of a product are two of the mmo¥portant strategic

variables within the marketing mix. A thorough kredge of their interdependence is not
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only valuable for the product manager who setsegriand determines product design. In
some instances, it can also help those consumerswigint take price as an exclusive or
additional cue for evaluating the quality of a prod There is a tendency among
consumers to associate higher prices with highatfitgu This notion that consumers use
price as an exclusive or additional variable tadmteproduct quality could be empirically

confirmed in many experimental studies.

It should be noted, however, that the important@rece in the consumer's decision-
making process does also to a large extent depersituation (that is search time) and
consumer-related (that is familiarity with produotsbrands) factors. (Gregg and Walczak,
2010)

2.5.5 Increased usage and spending

Perceived quality has been shown to positivelycaféeistomer usage. Consumers tend to
select brands they perceive to be quality brantiss &lso connects to repeat buying or
brand loyalty. Consumers tend to continue buyingntls that reward them with a good
experience versus repeating the evaluation protess after time (Aaker, 1996). For
example, a customer who repeatedly stays at the satel becomes more familiar with
the hotel's full product line, such as gift shops danquet rooms. And that customer will
be likely to sample other product lines of the camy thus helping the company achieve a

larger share of customers

2.5.6 Financial benefits

The advantages of customer loyalty are long-terch@mulative. The longer a customer
remains loyal, the more profit a business can igeh fthat single customer. The results of
research conducted by Giddens reveal that posfinencial benefits can be attained

through customer loyalty (Giddens, 2010).

2.5.7 Customer acquisition

Brand building plays a central role in customenasitjon in that high equity brands attract
and retain customers much more easily than nevowrdquity brands. This fact alone
explains the high speed at which high equity braraggures market share (Giddens, 2010).
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2.5.8Enhanced return

Loyal customers are inclined to buy more types mode volume of products and services
from their preferred brand, thereby generating ahaaced return over the life of the
relationship. Financial benefits are actually eigrared through customer spend over their
lifetime.(Aaker, 1996).

2.5.9Strategy for reducing ongoing expense

Loyalty can be a strategy for reducing ongoing e@spe A company that is retaining
customers is one that can, in theory, reduce itestment in customer replacement. By
closing the proverbial hole in the bottom of thecket through which customers leak out,
the company can improve profitability substantiallyrere is an increase in the number of
companies concentrating their efforts on custora&ntion. Attributes to the increase in
retention strategies are to the following reasotiswere is increasing intensity in
competition; Customers are becoming more promisguthe cost of customer acquisition
is higher than customer retention; and it makesiness sense to focus on existing
customers (Giddens, 2010).

2.5.10Lower price elasticity

Customer loyalty can be associated with lower peiesticity and willingness on behalf of

the customer to pay more for the privilege of domgsiness. Higher margins, almost
always drop to the bottom line. Brands with a higkiel of brand loyal customers

experience lower price elasticity as customersgdte price they pay for the brand name
and brand association. Some studies indicate theg¢ peductions have actually had a

negative result in sales due to the disapprovhlannd loyalists (Aaker, 1996).

2.5.11 Referrals

Loyalty can be equated with the mother of all geddility engines. If loyal customers are
happy customers, then it is likely they are unpabassadors for a company, spreading
the word on how wonderful it is to do business with company. That saves the company
real money in reduced customer acquisition costisidners also value their relationships
with their branded possessions and with marketgents and institutions that own and
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manage the brand and as such announce the vathe dfand to family, friends, social

groups and work colleagues (Aaker, 1996).

2.6 Conceptual Framework of Brand Loyalty
Figure 2.3: Conceptual Framework of Brand loyalty
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The study by Moolla (Ahmed Ismail Moolla, 2010) mdiéied twelve major influences that
are important influences of brand loyalty. A measuent questionnaire for brand loyalty
has been developed. The twelve influences idedtdre:

= Customer satisfaction;

= Switching costs;

» Brand trust;

» Repeat purchase;

» Brand Affect

=  Commitment

=  Culture

= Perceived Value

» Brand Performance
» Relationship Proneness
= Brand Relevance

= Involvement

These influences and their effect on brand loyaiteydiscussed below.

2.6.1  Customer satisfaction
Customer satisfaction is the result of purchasesetgion and post purchase experience
comparison with incurred cost (Serkan & Gdkhan,5300he customer might have high,
low and no expectation. It is also depends onrtiportance of brand as well as the cost. If
the expectation for brand/product performance ighhipost purchase experience will
determines customer satisfaction even if the custsrare low cost conscious. Customer
satisfaction can be overall satisfaction (Serkan&lan, 2005). Overall satisfaction is the
result of accumulative experience and encountenerathan specific satisfaction or
dissatisfaction, which has longitudinal by natui®erkan &Gdkhan, 2005). Overall
customer satisfaction is longitudinal, so a custsneesponse is cognitive. Serkan
&Gokhan (2005) states that customer satisfactidnustomer’s psychological response to
his/her or her positive evaluation of the consumptoutcome in relation to his/her
expectation". Satisfaction is a subjective evatunabf the consumption experience. The
argument is based on disconfirmation satisfactimoty. The theory state that customer

evaluation of product/brand is based on comparisiween expected performances with

21



actual performance. Disconfirmation theory of datBon has conceptualized as

expectation, performance, disconfirmation and &atien (Jensen & Hansen 2006).

Expectation indicates the customers anticipatetbpaance. There are various expectation
indicators that customers might expect from braadgomance. Customers might expect
brand provide functional or other expectation, thdt depends on customer's interest.
Although all customers might not be able to list the entire possible brand benefits due
to the fact that customers might have little awassnor motivation to do so (Jensen &
Hansen 2006).

Their brand performance rating is based on théatas' that they are familiar with or the
attributes that customers want to have from thadr&erformance is how the product or
brand carries out the intended purpose or operativagacter .It is highly influenced by

customer expectation (Jensen & Hansen, 2006).

Brand performance is a baseline for comparison \whth customer expectation. Brand
performance might exceed, meet or below expectaliba performance criteria are highly
based on tangible and intangible's brand attribiBeand specific performance attributes
include hardware, software, stylishness or othéribates. Hardware refers physical

components of the technology. That can be anytpimgsically handled i.e. Keyboard,

camera, screen etc. Software refers operatingmagsteat run on the system, i.e iTune,
GPS etc. Stylishness refers the outlook of theabbjee weight, size, shape, design, color
etc., Encyclopedia Britannica Online. Disconfirmatiis the variance between prior
expectation and actual performance (Jensen & HaR€8&®). Customers might have

positive or negative disconfirmation of their expace. Positive disconfirmation indicate
performance exceed expectation, while negativeodigenation indicate performance less
than anticipated expectation. If the consumers Imavprevious experience with alternative
brands, they might be less motivated to compareditierence between expectation and
performance; it is hard for them making any meafnihgomparison (Jensen & Hansen,
2006). However, individual consumption experiencdstermine the outcome of
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satisfaction or dissatisfaction (Rodoula Tsiots2205). Customer consumption experience
rated based on individual attitude on continuungeaery dissatisfied to very satisfied.
Why is important to study customer satisfactionisBad customer will be more inclined
to stay with service provider or using the samentbrm the future, however, dissatisfied
customers are willing to search alternative bramfdrmation. Rodoula Tsiotsou (2005).
stated that “a dissatisfied customer is more pbidato search for information on
alternatives and more likely to yield to competitvertures than is a satisfied customer.
According to Hill & Alexander (2006) “It is far Iescostly to keep the existing customers
than it is to win new ones up”. In supporting poeis argument Hill & Alexander (2006)
state that customer satisfaction one way of meaguidrganization and product
performance in a competitive marketplace “custosatisfaction is a measure of how your
organization totals product performance in relatasna set of customer requirements.”
Satisfied customers have high probability remaimge the existing company product or
brand as compare to dissatisfied customers, whaviliag to search information about
alternative product or brand. Numerous empiricablligs on goods and service markets
support customer satisfaction influence loyaltyipesly (Youl &Joby, 2010). However,
satisfaction is a necessary condition to customgaltly, but not it is sufficient condition.
Even if customers are satisfied with the brand,etome they switch to other brands. Brand
loyalty is a deeply held positive attitude combiviéh repeat purchasing behavior (Youl &
Joby, 2010). Only those satisfied customers wilveha positive attitude and repeat
purchasing behavior. It is hard to conceptualizsatisfied customers might have a high
positive attitude, and even if they show repeatshmsing behavior in situations where

there is no alternative brand to substitute or Isigiiching cost (Youl &Joby, 2010).

Brand satisfaction is one factor that influenceanbdrloyalty (Youl &Joby 2010). The more
the customer satisfied with the brand the more #reywilling to use the same brand in the
future (Feick and Lee, J, 2001). stated that high levesfsation strongly correlated with
increase brand loyalty.
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2.6.2 Switching Costs/Risk Aversion

Switching cost is cost incur by a customer whety ttiecide to switch to another brand.
The cost might be one time, which includes finanamad non financial (Burnham &
Mahajan, 2003). According to them, the cost incllidgearching cost, transaction cost,
learning cost, customer habit, emotional cost, ttogn effort, coupled with financial,
social and physiological risk of part of the buyeearching cost might include time and
an effort made in searching information and commgpilternative brand quality, price,
serviceability, product warranty and other brandemrig from competitive brand
(Burnham &Mahajan, 2003).

The economic cost is sunk cost and progressive 8ostk cost is the one-time purchase
cost incurred by customers, which is paid at thgirreng of brand purchase and one time
sum payment. Progressive cost is an additional icwstrred by customers when they
update functional system and repair. The sunk cast$ progressive costs increase
switching costs because it increases customergstment on a brand (Burnham &
Mahajan, 2003).

Learning cost usually stated as the effort andggnput by customers to learn new setting
and feature. Learning progress depends on custskileand the complexity of brand. The

more complex to learn a brand is the more time-aomsg to get used to a new setting and
procedure. Long procedural learning might frustatstomers and they hesitate to change

brands.

Social and physiological risk also factor to swibhghcost. Customers’ perception about
brand switching might affect social status (Burnh&nMahajan, 2003). If a brand
glorify/Jundermine social states, the high / lowlmability the customer will show switching
tendency. Customers might fear they might not epdusing the new brand which is
considered as less worthy among friends and famigmbers (Burnham & Mahajan,
2003). Physiological risk is uncertainty associabednd when customers were not sure
about brand quality and performance in advanceniBam & Mahajan, 2003). Switching
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cost has some advantage to a firm, because it et effect on brand loyalty, they
stated that higher the switching cost reduces oustsensitivity to price and satisfaction
level. Switching cost makes customers less likelyswitch to another brand (Feick and
Lee, J, 2001). They state that even if the custeraer dissatisfied, they will keep using the
brand due to high switching cost. The higher sviitglcost reduces information searching
for alternative brands.

2.6.3 Brand Trust

Trust has been defined as the willingness to ralpm exchange partner in whom one has
confidence or confidence in an exchange partnafighility and integrity (Morgan &
Hunt, 2004).Chaudhuri & Holbrook, (2002) define rmatrust as the customer’s
willingness to rely on the ability of the brand gerform its stated function. Trust causes
dedication because it reduces the costs of negamiagreements and lessens customers’
fear of opportunistic behavior by the service pdevi In social psychology trust is
considered to consist of two elements: trust in plaetner's honesty, and trust in the
partner's benevolence. Honesty is the belief thggagner stands by his word, while
benevolence is the belief that the partner is &stted in the customer’s welfare, and will
not take actions with negative impact on the custoin the marketing literature, Morgan
& Hunt (1994) also suggest that brand trust leadséand loyalty and commitment because
trust creates exchange relationships that are yhighalued. Researchby Garbarino and
Jobyson (1999Jound a strong relationship between loyalty arehbrtrust. Their research
suggested that there is a distinct need for tnusidveloping positive attitudes towards
brands. According to them, brand trust is the @ntoonstruct for any long-term
relationship and is an important contributor iraeking an emotional commitment which

leads to long-term loyalty.

2.6.4 Repeat Purchase
A customer experience different phases in purclgagmducts and can be influenced by
the previous phase. Businesses spend a lot of nmmayarketing campaigns to convince

potential customers to buy their products or made af their banking services for the first
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time. Yet the ultimate goal is to drive a relatibipsto the point that the experience of the
customer leads to repurchase and ultimately bragdilty. Riley (2009) defines repeat
business as encouraging customers who buy fonrdtgifne to buy again and again. The
purchasing decision is affected by customer satisfa of the service delivery of the bank
or service provided and is the result of the custeniike or dislike of the service after

experiencing it. Liu (2005) summarize the phaseafigicts as shown in figure 2.4.

Figure 2.4: Repeat Purchase Influences

Service Customer Purchase

Quality Satisfaction Behaviour

Source: Liu (2005)

Marketers therefore develop alternatives to enthatthey make use of as much mediums
as possible to ensure that the repeat purchasesltttonal repeats stay with the firm.
Many marketers are really only interested in repeathase. For them, ‘customer loyalty’
means customers coming back for more, and thepareoo fussy about the reasons why.
A program that does it successfully is often caleedoyalty program, with little real

examination of whether people are being loyal ondy exhibiting short term self-interest.

According to Riley (2009) it will cost firms 5 to tines more to recruit new customers as
to maintain a positive and loyal relationship watlrrent customers. It is also important to
note that as much as 68% of customers may sto y&iar services as soon as your
service delivery is not up to the brand promise aiitl therefore result in the loss of

repetitive purchases/transactions (Riley, 2009).
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2.6.5 Involvement

Customer product involvement is conceptualizedhdssidual customer’s connection with
the brand. Customers might think a specific produdbrand is personally important and
necessary. The customer perceptions determinedugravolvement level rather than a
product (Pascale & Al Lin Lim, 2003). The brand mtighave different importance in
different situations and it influences customersoduct involvement. For example, a
person who is going to prepare a dinner for thesgudo has diabetes/allergic problem
might highly involve in the selection of grocersathother time. Customers are highly
involved in product selection when product is cdesed very important, essential and give
meaningful pleasure & desire. The essence of adbfana customer’s might influence
information searching, processing and decision ngakAccording to Pascale & Al Lin
Lim (2003)a consumer’s level of involvement with abject, situation, or action is
determined by the degree to which she/he percéinagsconcept to be personally relevant.
Personal relevance of brand emerged usually fralvislual self-concept, self-esteem and
public self-consciousness according to them. Custshinvolvement with a brand has
different reasons. Miital & Lee (1989) state thiae followings are the reasons that drive
customer involvement “ (a) utilitarian, i.e., ecomo, rational, functional goals - these
concerns the physical performance of a producsi@n)-value, i.e., A social, self-concept
related, or impression management goals and (cpriiedi.e., Sensory pleasure or
experiential goals." From the statement utilitariasign value and hedonic are the
antecedent factor for customer involvement. Mittal&e (1989) stated brand risk is
another valuable source to customer product invobré. According to them, the brand
risk is the probability that customers happen toy boferior products. Customers’
consumption of brand is not based on only satigfyrbasic need; it is also used as a way
of expressing self as an individual and socialustaThey argue that “It is a way of self
expression, individual identity formation, creatyyior even art.” Brand loyalty interacts
with customer product involvement (Pascale & Ai Lim, 2003). They stated that the
repetitive purchase of the high involvement produadicates brand loyalty. Park (1996)
stated that product involvement and attitudinalaloy are highly correlated. He stated
product involvement is a strong indication of brdogalty “brand loyalty has typically

explained the origins of brand commitment as atiital loyalty or as an outcome of
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product involvement, and suggested a positive ioglghip between product involvement

and brand loyalty”.

2.6.6Perceived value

Punniyamoorthy and Raj (2007) describe perceivatle as the consumer’s overall

assessment of the utility of a product based oogmp#ions of what is received and what is

given. Perceived value is made up of several ofdh@wving components:

Functional Value: The functional value of a brand along with the gorwl value
and Social value is collectively referred by manithars as customer value or
perceived valu¢gPunniyamoorthy and Raj 2007).

Emotional Value: According to Diep and Sweeny (200&motional value is the
utility derived from the feelings or affective states that a productegstes.
Emotions play a part in every purchase decision.

Price-worthiness Factor: This factor denotes the utility derived from thequct
due to the reduction of its perceived costs (Diegp 8weeny, 2008). Higher levels
of price worthiness lead to higher levels of brémghlty (Punniyamoorthy and Raj
2007).

Social Value: The utility derived from the product’s ability tmleance social self-
concept. A higher level of social value will leadld higher level of brand loyalty

(Punniyamoorthy and Raj 2007).

2.6.7 Commitment

According to Kim (2008), brand commitment occurs when consumers pledgeirat b

themselves to purchase the brand. Customer comntitisea central construct in the

development and maintenance of marketing relatipsgbecause it is a key psychological

force that links the consumer to the selling orgamon Kim, 2008). There is

overwhelming evidence to suggest that the higheddiiel of commitment, the higher the

level of brandoyalty (Fullerton, 2005).
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2.6.8 Relationship Proneness

Consumer relationship proneness refers to the tidl@asome customers are intrinsically
inclined to engage in relationships and it has bseown that consumer relationship
proneness has a positive impact on commitment ayalty. Bloemer (2002) states that
consumer relationship proneness is a strong detarthbf commitment and it may have a
direct impact on behavioral intentions of customérss clear that customers, who are
prepared to have a relationship with a particul@and, will be impacted by relationship

proneness to have the willingness to trust theieemprovider and to commit to the brand.
According to Matthing (2006), it has also been fuhat different customers will act

differently to proneness. This correlates withuangnts of Bloemer, (2002) that some
customers may not desire a personal relationshiprabher prefer a transaction orientated
relationship. They classify customers as relatigrisbekers and relationship-switchers.
Seekers that will engage in long term relationshigh a willingness to share information

and improve the processes, while switchers focuthe outcome of the service and hey

focus on short-term benefits of the relationshiptgh the services offered.

2.6.9 Brand Affect

Chaudhuri and Holbrook (2001) define brand affect'a brand’s potential to provoke a
positive emotional response in the average consamarresult of its use.” Matzler, (2006)
states that brand affect refers to the emotiona¢ets of customer behavior and that it can
be expected that the higher the pleasure poteottial product the greater its potential to
elicit positive emotional response in a consunmethé context of building and maintaining
brand relationships, brand affect has to be corsidas an important antecedent of brand
loyalty (Matzler,2006).Marketers should strive to create enjoyable expeds that create

a fulfilled state for a consumer who will expldiet advantages of utilizing brand affect as a
brand loyalty influence (Chaudhuri & Holbrook, 2001
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2.6.10 Brand relevance

Owolabi (2011) defines brand relevance as the tgbdi brand to be pertinent and
applicable to the needs of society, environmentuce and values of consumers in order
for it to be sustainable. The concept of brandviaiee encompasses ability of product or
service to appeal to target market, starting frawblem recognition to the consumption
phase. According to Aaker (2011) brand relevanceadfrand only occurs when the
following three conditions are met:
= A product or service or subcategory exists or eegrg
= There is a perceived need or desire from a specifstomer segment for a new
product category or subcategory.
» The brand is in the set that segments consideretonaterial to the product or
subcategory.
The brand’s relevance will only take place whenuatamer’'s need is satisfied with the
differentiation of the product to compete with caetifors’ similar product offerings, but
with different attributes that is relevant to theed of the customer. Simister (2011) states
that companies can create brand relevance by fgrainew category to create a tighter
focused strategy towards a narrower group of custenThe creation of a strategy that is
focused on a narrow set of customers will be muohenappealing and therefore will be

enhancing the preference of the brand to the tadigaistomers.

2.6.11 Brand Performance

Evaluation of product or service performance follogvthe consumption experience.
Brand performance as stated by Musa (2005) is tigestive evaluation of the core
product (that is, attributes of the focal producmprising both intrinsic (effectiveness)
and extrinsic (packaging) characteristics. Brandfgpmance, as indicated by various
studies, is a major loyalty factor that must besidered when measuring brand loyalty
(Dick and Basu 1994; Chaudhuri and Holbrook 2002s&12005).
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2.6.12Culture

Kotler and Keller (2006) regard reference groupshasmost important consumer buying
organization in society. Sahay and Sharma (2016jirco that young individuals remain
loyal to family brands until other factors take nveamb (2008) maintainghat family and
culture play an integral role in purchasing behawiod brandoyalty. Bravo and Martinez
(2007) adds that the family introduces a psychalalgiimension to brand loyalty in that it
indirectly promises security and trust through gatiens of use. Bravo and Martinez
(2007) also affirmshat nostalgia is a related factor that keeps idd&ds loyal to classical

brands.
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CHAPTER THREE
3. RESEARCH METHODOLOGY

3.1 Chapter Overview
The purpose of this chapter is to describe thearekemethodology followed during the
empirical phases of the study. Therefore, desigthefresearch, population and sampling

frame, sampling design, data collection procedareraethod of data analysis is given.

3.2 Research Design

Explanatory, cross sectional, quantitative surveyhod is used to meet the purpose of this
study. Brand loyalty is a variable which is infleed by the various factors which are;
customer satisfaction, switching costs, brand frusfpeat purchase, brand affect,
commitment, Culture, perceived value, brand peréoroe, relationship proneness, brand
relevance and involvement as depicted on the conakpramework of chapter two.
Therefore, the aim of the study is to identify andasure the biggest influences on brand
loyalty through the use of a measuring instrumersighed by Moolla (Moolla, 2010).The

guestionnaire appears in Appendix A and B.

3.3 Population and Sampling Frame

A population consists all elements (individualems or objects) whose characteristics are
being studied (Mann, 1995). Since this researcloisfined to the private banking
industry; the population consist only individualfiavhave experience of using banking
services in any one of the private banks. The saigpftame for this study incorporates a

complete list of all customers of private banksimy of branches located in Addis Ababa.
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3.4 Sampling Design

Determining sample size is very important issueabse samples that are too large may
waste time, resource and money. While samplesatigatoo small may lead to inaccurate
results. According to Saunders (2007) researchersnally work to a 95% level of
certainty. According to G.Cochran(1977), for thepplation that are large to yield a
representative sample for proportions which isdvalivhere N is a sample size, Z is the
Abscissa of the normal curve that cuts off an &réaat the tails, the tails are (&equals
the desired confidence level i.e. 95%.“E” denotesdesired level of precision, “p” is the
estimated probability of attribute that is presenthe population. “q” is 1-p. The value for
Z is found in the statistical tables which cont#ie area under the normal curve. The

resulting sample in this study will be determined@lows:
N = Z°pg/E

= 1.96* 0.5*0.50

0.05

=384.16

According to the above calculation, a sample sfzZ&84 is selected from the defined target
population. Considering the large population of baervice users, a stratified random
sampling method is used to collect data in viewroé and cost constraints. It also enables
the distribution and handling of the survey questaires effective and convenient. In
order to meet the stratified sampling method thkofong sampling procedure has

designed by the researcher.
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Table 3.1: Classification of banks based on theirgar of service in to three
Groups or Strata

Greater than Ten Yrs B/n Five and Ten yrs Less than Five yrs

(Group A) (Group B) (Group C)

Awash Bank (199: Cooperative Bank of Orom | Abay Bank (201(
(2004)
Dashen Bank (199 Lion International Ban! Addis International Ban
(2006) (2011)
Bank of Abyssinia (199! Zemen Bank (200: Debub Global Bank (201
Wegagen Bank (199 Oromia International Ban Enat Bank (201:
(2008)
United bank (199¢ Bunna Internatione
Bank(2009)
NIB International Banl| Berhan International Bar
(1999) (2009) -
Total No of 6 6 4 16
Banks
Percentage of 6/16=0.375 6/16=0.375 4/16=0.25 1
representation
Sample size to 384* 0.375=144 384* 0.375=144 384* 0.375=96 384
be taken from
each group

For the convenience purposes, only 50% of banka fach group selected randomly and
list of banks shown on Table 3.2 chosen accordinbherefore, a random sample of 48
(384/8) from each selected banks were considerdteistudy.

Table 3.2: List of Banks Selected Randomly from each grouatatr

Group A Group B Group C
Bank of Abyssinia (1996) Cooperative Bank  of | Enat Bank (2012)
Oromia (2004)
United bank (1998) Berhan International Bank | Abay Bank (2010)
(2009)
Wegagen Bank (1997) Bunna International Bank
(2009)
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3.5 Data Collection Procedure

The data collection process was done using selirastered questionnaire filled by

customers and it taken place in different branadmises of the selected banks. A five -
page survey questionnaire designed by Moolla weent@Voolla, 2010).The questionnaire
is adapted to the Ethiopian banking system andkated to Amharic in order to make it

suitable for the respondents.

In total, 384 fully completed questionnaires weoeed into SPSS for data analysis. Out of
the 410 hard copies self-administered questionrdigibuted, 400 copies were returned
equivalent to a 97% response rate. A cross vatidain the questionnaire was checked to
avoid any missing values. A data screening processists of checking, finding and
correcting the error was conducted to ensure thatata entered fall within the range of
possible values for a variable. The questionnargained questions pertaining to different
parts of the study. It was divided into two secsiavhich were presented in the following
order:

1) Section A: Demographic and general informatibthe respondents;

2) Section B: The respondent was asked to ratele of agreement towards each
statement on the various factors influencing brdawdlty. The items were measured based

on a seven-point Likert scale ranging from ‘Strgngree’ to ‘Strongly Disagree’.

Section A of the questionnaire was designed to aegpthe demographic profile or
characteristics of respondents and other bankegklmiformation. The demographic data
was collected using a closed ended multiple chdwenat; questions included were
gender, age, income, type of bank service, typeaafount and a bank where the

respondents are a customer.
Section B, is regarded as the most important plattheo study or the main content of the

guestionnaire as it provided the basic informatiequired by the research objectives. In

Section B of the questionnaire, brand loyalty bébraand attitude were covered.
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The questionnaire consisted 50 questions ratedpant Likert scale where (1)indicates
‘Strongly disagree’; (2) ‘Disagree’; (3) ‘Somewhdaiisagree’; (4) ‘Undecided’; (5)
‘Somewhat Agree’,(6) ‘Agree’ and (7) ‘Strongly Agre

The questions focused on the twelve factors orabées that influence brand loyalty. In
this section, the respondents were asked to eealhat importance of the factors that
influence bank brand loyalty. These included Custorsatisfaction, Switching Costs,
Brand Trust, Repeat Purchase, Involvement, Perdeihsdue, Commitment, Relationship
Proneness, Brand Affect, Brand Relevance, BrandfoPeance and culture. The
measurement scale items for each factor or variable as follows: customer satisfaction
(5 items), Switching Cost (5 items), Brand Trustit@ms), Repeat Purchase (4 items),
Involvement (4 items), Perceived Value (4 itemspntthitment (4 items), Relationship
Proneness (5 items), Brand Affect (3 items), BraRdlevance (4 items), Brand

Performance (4 items), and culture (4 items),

The factors or variables which had higher mean evadmeater than four would be
considered to have more influence on brand loyé#itthe mean value was between 1 and
3, they were considered to have weak influencerandloyalty. The factors or variables

were considered to exert an average influenceeiftean was 4.

3.6 Method of Data Analysis

The data collected is analyzed through StatistRatkage for Social Sciences (SPSS)
Version 20. The data were first coded in alphabétind numerical order and then keyed
in into the statistical program. Then, the dataevecreened and treated for errors and
missing values. The selection of techniques toyaeathe results of this study is done

based on the research objectives. Descriptive sisaliactor analysis, reliability analysis,

correlation analysis were used for the study. Tégomale for the selection of these

techniques is as follows:

» Descriptive statistics to describe the characteristics of the respotsdemd

demographic comparison and to illustrate the meéesch research variable.
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Reliability /Internal Consistency / Analysisreliability of data tested using the
cronbach’s alphaCoefficient alpha ¢) is the measurement of squared correlation
between observed scores and true scores. In ottrelsywreliability is measured in
terms of the ratio of true score variance to obseérscore variance. It can test the
internal consistency of each factor. The reliapiihd internal consistency of the
data are measured by the Cronbach Alpha coeffic®abrge and Mallery (2003)
provide the following rules of thumhw > 0.9 Excellento > 0.8 Good, o> 0.7
Acceptable, andr > 0.6 Questionable. > 0.5 Poor andr < 0.5 Unacceptable.
According toField (2007)the reliability is regarded to be satisfactory whba
Alpha coefficient is equal to or exceeds 0.70). idear, a lower Cronbach alpha
coefficient was set at 0.58 when interval scalesused (such as the Likert scale in

this model) to measure human behavior.

The Kaiser-Meyer-Olkin (KMPDmeasure of sampling adequacy was utilized to
ensure that the samples used are adequate. ThepgfdM@les an index (between 0
and 1) of the proportion of variance among the aldés that might be common
variance (Darlington, 2005). A value close to 1 igates that patterns of
correlations are relatively compact and so fact@lysis should yield distinct and
reliable factors. Values between 0.5 and 0.7 ardionee and values between 0.7
and 0.8 are good, values between 0.8 and 0.9 aat gnd values above 0.9 are
superb (Field, 2007)

Bartlett's test of sphericityvas used to examine the hypothesis that the vasabl
are uncorrelated in the population. In other wotlls,population correlation matrix
is an identity matrix; each variable correlatedqtty with itself ¢ = 1) but has no
correlation with the other variables £ 0). A value below 0.005 signifies that the

data are suitable for factor analysis (Field ,3007

Factor analysis:it was done to perform the reduction of a large cfevariable
items into a smaller number of facto@nly factor loadings of 0.4 and higher (Field
2007) are considered to validate the items thatsoreaeach of the brand loyalty

influences
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The variance explained by the factor analysis seageindicator to determine the

relative importance of each of the brand loyaltfjuiences.

» Correlation analysis: it was conducted to analyze the strength ancttilre of the
linear relationship between the variablé®arson correlation coefficients were
calculated to determine the relationships betwden lrand loyalty influences.
Correlations of 0.30 are regarded to mention wor{l@ohen, 1988). High
correlation coefficients illustrate higher leveladgsociation between the influences.
According toCohen (1988), the value of Pearson’s correlatiativigled into three
areas. A correlation coefficient between 0.10 an®9 Owill indicate a small
correlation, a correlation coefficient between 0Oz8@ 0.49 will indicate a medium
correlation, and a correlation coefficient betw@®50 and 1.0 will indicate a large

correlation

3.7 Ethics in Research

The researcher observed strict ethical respors#silin conducting this research. Research
ethics relating to rights of human subjects indi@ork, notably the right to informed
consent; right to privacy and confidentiality; anght not to be deceived or harmed as a

result of participation in the research should lpleasized (Bryman, 2007).

The prospective participants were fully informeaduaibthe procedures and risks involved
in the research and must give their consent taoggaaite in the survey. They were informed
that their participation was voluntary and they mawdily withdraw at any time. The
prospective participants were also assured that pgaticipation will not result in any
adverse consequences, and all information providdldbe treated with the strictest
confidentiality Finally, this research practiced the principle ofomymity i.e. the

participants will remain anonymous throughout ttuglg - even to the researcher.
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CHAPTER FOUR
4. DATA PRESENTATION, ANALYSIS AND DISCUSSION

4.1 Chapter Overview
This chapter presented the findings of the researelscordance to the research objectives.

The analyses and interpretation of the data celteftom the respondents is presented. It
began with a description of the demographic anecggrcharacteristics of the participating
respondents. The results of Cronbach’s coefficaepha for reliability were examined.
Then, the results of factor analysis and corretaéinalysis for the research variables were
discussed. Finally analysis based on mean valukeobrand loyalty influences Customer
Satisfaction, Switching Costs, Brand Trust, Repeatchase, Involvement, Perceived
Value, Commitment, Relationship Proneness, BrantecAf Brand Relevance, Brand

Performance and Culture presented.

4.2 Characteristics of Demographic and Banking Profile
The demographic profile of the respondents is shiomFigures 4.1 to 4.5. The respondents

were classified according to their age group, geraael income levels. Table 4.1 also
summarizes the demographic and banking profilbeféspondents.

4.2.1 Demographic Profile
Figure 4.1 Age Group

AGE GROUP

3%

m20-30
m 31-40
41-50
m51-60
m61+

Source: Own data survey, 2014
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The majority (67%) of the respondents are betwblerage of 20 and 40 years. Figure 4.1
may shows that the relatively young populationshef society are major users of banking
services than the aged ones. Another significantemage which is 21% of the

respondents are found in the age group of 41 aneaf.

Figure 4.2 Gender Profile

GENDER PROFILE

MALE
= FEMALE

68%

Source: Own data survey, 2014

Figure 4.2 simply depicts a split of 32: 68 betwdemale and male respondents. This
figure may somewhat reveal the fact that in Etldopimilar to most of developing
courtiers, Male are the major income earners ofdbeety and most of the financial
decisions are made by them.
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Figure 4.3 Income r Month

Income per Month

2%

m 0-1000
1001-3000

= 3001-10000

m 10001-20000

m>20000

Source: Own data survey, 2(

Figure 43 shows that only 2% of the respondents ealess or equal to 1000 birr p

month and 20% of the respo

ndents earn betweend@®3000 per month .Majority of tl

respondents (62%) lfan the income group of birr,000 to 20,000 per month and 16%

the respondents earned more than birr 20,000 onth.

4.2.2 Banking Profile

Figure 4.4Types of Bink Service

33.1

PERSONAL

Types of Bank Service

42.7

24.2

BUSINESS
BUSINESS AND
PERSONAL

Source: Own data survey, 2(
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Figure 4.5Type of Bank Account

Type of Bank A/C

39.1 39.8

SAVING ACCOUNT

CURRENT ACCOUNT

SAVING AND CURRENT
ACCOUNT

Source: Own data survey, 2(

Figures 4.4 and 4.5 above depict that the typeaoklservices the respondents are eng.
in and typeof accounts they maintained respectively. About 48f4he responden
employ banking services for business and 33% faisqmal purposes. 24% of t
respondents go to commercial banks for both thasiness and personal matters.
relation with the typef accounts the respondents maintain; almost sirpgacentages ¢
the respondents (39%) are using either saving mercuaccounts. However 21 % of i
respondents maintained both saving and currenuats
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4.3 Internal Consistency Reliability Assessments

Table 4.1 presented the coefficient alpha scoreshi® entire variables to ensure that the
scales developed were reliable. As indicated inti@ec3.6 The Cronbach’s Alpha
Coefficient was employed to test their reliabilitfhe table shows the code of the

influence, description, Cronbach Alpha coefficigmtisd the number of items.

Table 4.1 Reliability of the influences and their factors

CODE DESCRIPTION Questions Cronbach's No of
Alpha ltems
Cus Customer Satisfaction All 5
0.824
SCR Switching Costs All 5
0.925
BTS Brand Trust ALL 4
0.405
RPR Repeat Purchase All 4
0.844
INV Involvement All 4
0.888
PVL Perceived Value All 4
0.891
COM Commitment All 5
0.808
RPS Relationship All 5
Proneness 0.844
BAF Brand Affect All 3
0.900
BRV Brand Relevance All 4
0.921
BPF Brand Performance All 3
0.845
CUL Culture All 4
0.917
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As shown in table 4.2 it is clear that most of thituences return satisfactory reliability
coefficients (alpha coefficients exceed 0.7) exdapind trust which showed a very low
Coefficient which indicates that the factor sholle regarded as lower order reliable
factors (Field, 2007).A low Alpha coefficient singphdicates that the factor is less likely
to present itself if the study is to be repeatecnvisubjected in a different application
setting. Therefore, questions 11 up to 14 of bransgt should be interpreted bearing in

mind this limitation.

4.4 Factor Analysis of Brand Loyalty Statements

Factor analysis is an interdependence techniquénah an entire set of interdependent
relationships are examined without making the dcsibn between dependent and
independent variables. The suitability of usingtdacanalysis as a validation tool was
checked by applying the Kaiser-Meyer-Olkin Measofir&ampling Adequacy (KMO) and
the Barlett's Test of Sphericity. The measurements strived to measure the KMO at
>=0.70 and the Barlett's significance at< 0.005e TKMO assesses the assumptions
whether there appears to be some underlying (Jagtnicture in the data. The Kaiser-
Meyer-Olkin (KMO) measure is utilized to examine thppropriateness of factor analysis
in this study. The Bartlett test of sphericityused to determine if each set correlates
perfectly with itself { = 1) or has no correlation with the other variables 0). For
Statements meet the KMO and the Barlett's Testpbie8city requirements, factor analysis
is done. Bctor loadings of 0.4 and higher (Field, 2007)@mesidered to validate the items
that measure each of the brand loyalty influendé® variance explained by the factor
analysis serves as indicator to determine theivelamportance of each of the brand
loyalty influences.Then each table provides a component matrix reptiegevalues of
factor loadings for each question and explaingotreentage variance for each category of

influences.
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4.4.1 Customer satisfaction (CUS)

Table 4.3: KMO and Bartlett Test - Customer Satisfaction

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .838

Bartlett's Test of Sphericity Approx. Chi-Square 1244.706
df 10
Sig. .000

The KMO score is greater than the 0.700 requiremétht 0.838 and the Bartlett’'s score

equally satisfactory at 0.000. This means thattta is suitable for factor analysis.

Table 4.4: Factor analysis of Customer Satisfaction

1

Cuso03 My loyalty towards a particular Bank brand increasden | 931
am satisfied about that brand

CUSO05 | attain pleasure from the Bank brands | am logelards .922

Cus02 Distinctive product attributes in my Bank keep nmara .863
loyal

Cuso4 | do not repeat a purchase if | am dissatisfieduabe .863
particular Bank brand

CuSs01 | am very satisfied with the listed Bank brandsutghase .369
Use

Variance 66.87%

Explained

The factor analysis of the customer satisfactidtuémce indicates that all the questions
loaded onto one factor. All the questions have fabie factor loadings (exceeding 0.40)
except one (CUSO01). This means that this ques@iS01) needs to be deleted from the
analysis because of its low factor loading (lowert the required minimum of 0.40). The
total variance explained is 81.09% after CUSO1 bbeen omitted from the analysis. This
indicates that Customer satisfaction is adequatelgsured by questions CUS02, CUSO03,
CUSO04, & CUSO05. The result also confirms that cosiosatisfaction is indeed a construct
of brand loyalty.
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4.4.2 Switching costs (SCR)
The switching cost questions are summarized iretdtd. The KMO score is higher than

the 0.700 requirement with 0.835 and the Bartlett®re equally satisfactory at
0.000.Therfore the data is good for factor analysis

Table 4.5: KMO and Bartlett Test — Switching Costs

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .835

Bartlett's Test of Sphericity | Approx. Chi-Square 1592.123
df 10
Sig. 0.000

Table 4.6: Factor analysis of Switching cost

SCRO02 | avoid switching Bank brands due to the ri 917
involved

SCR04 | prefer not to switch Bank brands as | stand &® .90¢
out
on the benefits from loyalty programmes

SCROE | switch Bank brands according to the prevalil .901
economic
conditions

SCRO03 | do not switch Bank brands because of the higk .89z
implications

SCRO1 | do not switch Bank brands because of the e 762
required
to reach a level of comfort

Variance Explained 77.06%

AllThe five statements load onto one factor All theestions have favorable factor
loadings (exceeding 0.40).The factor explains aamae of 77.06%.The result confirms

that involvement is indeed a construct of brandltyy
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4.4.3 Brand Trust (BTS)
The Brand Trust KMO and Bartlett scores are sumadrin table 4.7 below

Table 4.7: KMO and Bartlett Test — Brand Trust

Kaiser-Meyer-Olkin  Measure of Sampling .555

Adequacy.

Bartlett's Test of | Approx. Chi-Square 145.782

Sphericity af 5
Sig. .000

The KMO score is less than the 0.700 requiremenstilliit is b/n the range of 0.500 and
0.700which is considered as medium value and thdeB& score equally satisfactory at

0.000. This means that the data can be used torped factor analysis.

Table 4.8: Factor analysis of Brand Trust

Code Questions Component
1
BTS04 The reputation of a Bank brand is a key factor e m .833
maintaining brand loyalty
BTSO01 | trust the Bank brands | am loyal towards 827
BTS02 | have confidence in the Bank that | am loyal to 923
BTS03 The Bank brands | purchase/use has consistentty |hig 351
quality
Variance Explainec 41.36%

The factor analysis of the brand trust influenadidates that all the questions loaded onto
one factor. The two questions (BTS01 &BTS04) harefable factor loadings (exceeding
0.40) but the two questions (BTS02 and BTS03) stdelow 0.4. This shows that this
guestions need to be deleted from the analysisusecaf the low factor loading (lower
than the required minimum of 0.40). The total vacm explained is 76.53% after BTS02
and BTS03 has been omitted from the analysis. Tugates that Brand trust can be
measured only by questions BTS01 &BTS04.

47



4.4.4 Repeat purchase (RPR)

Table 4.9: KMO and Bartlett Test - Repeat Purchase

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .609

Bartlett's Test of Sphericity Approx. Chi-Square 852.929
df 6
Sig. .000

As clearly depicted in the in table 4.9, The KMOQorec for Repeat Purchase is slightly

lower than the 0.700 requirement but it is withie tage 0.500 and 0.7000f medium value.

The Bartlett’s score equally satisfactory at 0.0D@is indicates that the data is suitable for

factor analysis.

Table 4.10: Factor analysis of Repeat purchase

Code Questions Component
1

RPRO4 | have a passionate and emotional .893
relationship with the Bank brands | am
loyal to

RPRO02 | maintain a relationship with a Bank brapd .837
in keeping with my personality

RPRO0O3 | maintain a relationship with a Bank brapd .830
that focuses and communicates with me

RPRO1 | prefer to maintain a long term .766
relationship with a Bank brand

Variance Explained 69.38%

The factor analysis of the repeat purchase inflaendicates that the entire set of questions

has factor loadings that exceed the required Oditharefore no questions should be

excluded. In addition, all these questions loadetb amne factor which mean- that the

influence is pure and it confirms that commitmesnindeed a construct of brand loyalty.

The total variance explained is 69.38%
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4.4.5 Involvement (INV)
The involvement KMO and Bartlett scores are summnedgkin table 4.11 below.

Table 4.11: KMO and Bartlett Test — Involvement

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 776

Bartlett's Test of Sphericity Approx. Chi-Square 1286.916
df 6
Sig. .000

The KMO score is higher than the 0.700 requiremvdrith with 0.776 and the Bartlett’s
score equally sufficient at 0.000. The data isrdfuee, satisfactory to use in factor
analysis.

Table 4.12: Factor analysis of Involvement

Code Question Component
1

INVO02 Involvement with a Bank brand .960
intensifies my arousal and interest
towards that brand

INVO1 Loyalty towards a Bank brand increases 922
the more | am involved with it

INVO3 | consider other Bank brands when my .904
involvement with my Bank brand
diminishes

INVO4 My choice of a Bank brand is influenced 75
by the involvement others have with their
Bank brand

Variance 79.70%

Explained

The entire four influences load onto one factor toair factor loadings are higher than the
minimum 0.4. This confirms that brand affect iseed a construct of brand loyalty. The

factor explains a variance of 79.70%.
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4.4.6 Perceived Value (PVL)
KMO and Bartlett scores for Perceived Value arermanzed in table 4.13.

Table 4.13: KMO and Bartlett Test — Perceived Value

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.712

Bartlett's Test of Sphericity Approx. Chi-Square 1334.337
df 6
Sig. .000

The KMO score is higher than the 0.700 requirenvatit 0.712 and the Bartlett’'s score

equally sufficient at 0.000. This shows that thtada suitable for factor analysis.

Table 4.14: Factor analysis of Perceived Value

Code Questions Component
1

PVLO4 The Bank brands that | am loyal to enhances myasQqci 918
self-concept

PVLO2 I have an emotional attachment with the Bank brdands .888
am loyal towards

PVLO1 My Bank brand loyalty is based on product qualitg a .881
expected performance

PVLO3 Price worthiness is a key influence in my loyalty .783
towards Bank brands

Variance 75.48%

Explained

The factor analysis of the perceived value infleeimdicates that the entire set of questions
has a factor loading exceeding 0.4 and can be asddherefore none of the questions
should be excluded. All these questions loaded onw factor, thus representing a pure

influence. The factor explains a variance of 75.48%



4.4.7 Commitment (COM)
KMO and Bartlett scores for Commitment are sumneatin table 4.15.

Table 4.15: KMO and Bartlett Test - Commitment

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .739

Bartlett's Test of Sphericity Approx. Chi-Square 892.029
df 10
Sig. .000

The KMO score is higher than the 0.700 requirenvattt 0.739 and the Bartlett's score
equally sufficient at 0.000. This means that thed&suitable for factor analysis

Table 4.16: Factor analysis of Commitment

Code Questions Component
1

COMO04 The more | become committed to a Bank .875
brand, the more loyal | become

CcOoMO01 | have pledged my loyalty to particular Bapk .825
brands

COMO03 | identify with the Bank brands that | use and T72
feel as part of the brand-community

COMO05 I remain committed to a Bank brand even 767
through price increases and declining
popularity

COMO02 | do not purchase/sample other Bank brands if 579
my Bank brand is unavailable

Variance 61.62%

Explained

All the questions loaded onto one factor. All theestions have favorable factor Loadings
which exceeds 0.4. The total variance explaineat i61.62%. Therefore we can say that

the result confirms commitment is indeed an infeesof brand loyalty.



4.4.8 Relationship Proneness (RPS)
The relationship proneness KMO and Bartlett scaressummarized in table 4.17

Table 4.17: KMO and Bartlett Test — Relationship poneness

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .703
Bartlett's Test of Sphericity Approx. Chi-Square 1412.74
df 10
Sig. .000

The KMO score meets the 0.700 requirement with .&0d the Bartlett's score equally

sufficient at 0.000. This shows that the data itable for factor analysis.

Table 4.18: Factor analysis of Relationship pronerss

Code Questions Component
1

RPS04 | establish a Bank brand purchasing pattern .902
and seldom deviate from it

RPS05 Loyalty programmes are reason | repeat Bank .896
brand purchases

RPS02 I do not necessarily purchase the same Bank .826
brands all the time

RPS03 | always sample new Bank brands as soon as 784
they are available

RPS01 My loyalty towards Bank brands are purely 742
habitual

Variance Explained 69.29%

The factor analysis of the relationship propondtu@mce identifies one factor. All the

guestions have factor loadings that exceed muchehithan 0.4; therefore, none of the

guestions should be excluded. The total varianpéaeed is 69.29%.
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4.4.9 Brand Affect (BAF)
The Brand Affect KMO and Bartlett scores are sunineakin table 4.19 below.

Table 4.19: KMO and Bartlett Test — Brand Affect

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 713

Bartlett's Test of Sphericity Approx. Chi-Square 844.001
df 3
Sig. .000

The KMO score meets the 0.700 requirement with ® &dd the Bartlett's score equally

satisfactory at 0.000. Therefore the data is slatady factor analysis

Table 4.20: Factor analysis of Brand affects

Codes Questions Component
1

BAFO01 | attain a positive emotional response throughusegeof .950
my Bank brand

BAF02 The Bank brands that | am loyal towards makes a 942
difference in my life

BAFO03 | am distressed when | am unable to use/purchase a .873
particular Bank brand

Variance 85.09%

Explained

The factor analysis of the brand affect influencdicates that the entire set of questions
has favorable factor loadings that exceed the redqul.4 and therefore no questions should
be excluded. In addition, all these questions |daol®o one factor which means that the

influence is pure. The total variance explaine@5$9%.



4.4.1Brand relevance (BRV)
KMO and Bartlett scores for Brand relevance amaraarized in table 4.21

Table 4.21: KMO and Bartlett Test — Brand Relevance

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 779

Bartlett's Test of Sphericity Approx. Chi-Square 1369.876
df 6
Sig. .000

The KMO score meets the 0.700 requirement with @ &7d the Bartlett's score equally

sufficient at 0.000. This shows that the data itable for factor analysis.

Table 4.22: Factor analysis of Brand relevance

Codes Questions Component
1

BRV02 The Bank brands that | am loyal towards have .967
freshness about them and portray positive
significance

BRVO1 The Bank brands that | am loyal towards stand for 914
issues that actually matters

BRV04 The Bank brands that | am loyal towards are 910
constantly updating and improving so as to stay
relevant

BRV03 | know that a Bank brand is relevant through the .815
brand messages communicated.

Variance 81.54%

Explained

The factor analysis of the Brand Relevance infleeimdicates that the entire set of
guestions has factor loadings that exceed thenedj0i4 and therefore no questions should
be excluded. In addition, all these questions Idaol®o one factor which mean- that the

influence is pure and it confirms that Brand Rel®e&is indeed a construct of brand

loyalty. The total variance explained is 81.54%
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4.4.11Brand performance (BPF)
The Brand Performance KMO and Bartlett scores amensarized in table 23.

Table 4.23: KMO and Bartlett Test — Brand performance

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .653

Bartlett's Test of Sphericity Approx. Chi-Square 595.602
df 3
Sig. .000

The KMO score is slightly lower than the 0.700 riegionent with 0.653 and the Bartlett’s
score equally sufficient at 0.000. Although beldw tesired0.700 value, a KMO value of
0.653 does not disqualify the data from being usddctor analysis.

Table 4.24: Factor analysis of Brand Performance

Codes Questions Component
1
BPFO02 I will switch Bank brand loyalty should a better .938
performing Bank brand be available

BPFO1 | evaluate a Bank brand based on perceived perfurena .876
BPFO3 | am loyal only towards the top performing Bankrizta .829
Variance 77.81%
Explained

The factor analysis of the Brand Performance imibge identifies one factor. All the
guestions have factor loadings that exceed muchehithan 0.4; therefore, none of the

guestions should be excluded. The total varianpéaeed is 77.81%.



4.4.1Culture (CUL)
KMO and Bartlett scores for Culture are summarireihble 4.25

Table 4.25: Table 3.23: KMO and Bartlett Test —Cultre

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .840

Bartlett's Test of Sphericity Approx. Chi-Square 1240.093
df 6
Sig. .000

The KMO score is higher than the 0.700 requirenvattt 0.840 and the Bartlett's score

equally sufficient at 0.000. This shows that theads suitable for factor analysis.

Table 4.26: Factor analysis of Culture

Code Questions Component
1

CuUL02 My loyalty towards a Bank brand is based on theiaghp .948
of Bank brand used by my family

CuL01 My choice of Bank brands are in keeping with theicé 917
made by other members in my race group

CuLO03 Religion plays a role in my choice and loyalty airik .883
brands

CuUL04 Family used Bank brands indirectly assure brandrggc .862
and trust

Variance 81.55%

Explained

The factor analysis of the Culture influence intesathat the entire set of questions has
factor loadings that exceed the required 0.4 aackthre no questions should be excluded.
In addition, all these questions loaded onto omtéofawhich mean- that the influence is
pure and it confirms that Brand Relevance is indeednstruct of brand loyalty. The total

variance explained is 81.55%.



4.4.135ummary of Findings in Factor Analysis

Factor analysis was conducted to test how well nfeasured variables represent the
number of influences. While the factor analysislesgxl the 12 brand loyalty influences all

are loaded into one factor and the following wére dutcomes:

1. The KMO score for Brand Trust (BTS) 0.555, RepeatcRase (RPR) 0.609 and
Brand performance (BPR) 0.653 is slightly lowentl@a700 requirement. However
the results are in the rage 0.500 and 0.7000f medaiue with the Bartlett’'s score

equally satisfactory at 0.000. Therefore, the datnsidered in the factor analysis.

2. In Customer Satisfaction influence, question CUS6éiyrned a low factor loading
of 0.369. As compared to the other factors. CUS@%s vwemoved resulting in an
improvement in variance without affecting reliatyili Customer Satisfaction was
thus re confirmed without question CUSO1. This eeduhat Customer Satisfaction

is reliable enough to be considered as an influehteand loyalty.

3. In Brand Trust influence, question BTS02 and BT3®&&h returned a low factor
loading of 0.392 and 0.351 respectively. As comgbdoethe other factors, BTS02
and BTS03 were removed resulting in an improvementvariance without
affecting reliability. Brand Trust was thus reconfed without question BTS02 and
BTSO03. This ensured that Brand Trust is reliableugih to be considered as an
influence of brand loyalty.

4. The remainders of the influences score higher facadings more than 0.7000
requirements with acceptable variance. The reswudteal that the measured
variables do represent the number of influencesedesThe factor analysis
conducted thus did confirm all the 12 identifiedluences as true influences of
brand loyalty. It also confirmed the statementedeld for each influence were
indeed valid. Bartlett's test of sphericity alsanfirmed the suitability of the data
in each influence while KMO validated the approgemeess of factor analysis in this

study.
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4.5 Correlation between Factors

The twelve factors that influence brand loyalty ao¢ isolated from one another however

they have intercorrelations with one another. Tahl&7 below displayed a correlation

matrix using the Pearson Product-Moment correlatoefficient for all variables. As

explained in section 3/ cording to Coher(1988), the value of Pearson’s correlation is

divided into three areas. A correlation coefficiestween 0.10 and 0.29 will indicate a

small correlation, a correlation coefficient betwe®30 and 0.49 will indicate a medium

correlation, and a correlation coefficient betwe@s0 and 1.0 will indicate a large

correlation

Table 4.27: Intercorrelations between Influences

INFULENCES ‘ CORRELATIONS
CUSTOMER SATISFACTIOI <.....> | SWITCHING COS” 0.69¢
CUSTOMER SATISFACTIO! <.....> | BRAND TRUST 0.30¢
CUSTOMER SATISFACTIOI <.....> | RELATHIONSHIP PROPNES 0.411
CUSTOMER SATISFACTIO! <.....> | INVOLVEMENT 0.50¢
CUSTOMER SATISFACTIOI <.....> | PERCIVED VALUE 0.501
CUSTOMER SATISFACTIOI <.....> | COMMITMENT 0.46¢
CUSTOMER SATISFACTIO! <.....> | REPEAT PURCHAS 0.49-
CUSTOMER SATISFACTIOI <.....> | BRAND AFFECT 0.46¢
CUSTOMER SATISFACTIO! <.....> | BRAND RELEVANCE 0.48¢
CUSTOMER SATISFACTIOI <.....> | BRAND PERFORMANCI 0.47¢
CUSTOMER SATISFACTIO! <.....>| CULTURE 0.34¢
SWITCHING COS” <.....> | BRAND TRUST 0.29¢
SWITCHING COS” <.....> | RELATHIONSHIP PROPNES 0.44¢
SWITCHING COS” <.....>| INVOLVEMENT 0.45¢
SWITCHING COST <.....> | PERCIVED VALUE 0.49¢
SWITCHING COS” <.....>| COMMITMENT 0.47¢
SWITCHING COS” <.....> | REPEAT PURCHAS 0.60¢
SWITCHING COS” <.....> | BRAND AFFECT 0.531
SWITCHING COS” <.....> | BRAND RELEVANCE 0.53-
SWITCHING COS” <.....> | BRAND PERFORMANCI 0.58:
SWITCHING COST <.....> | CULTURE 0.62¢
BRAND TRUST <.....> | RELATHIONSHIP PROPNES 0.40¢
BRAND TRUST <.....> | INVOLVEMENT 0.38i
BRAND TRUST <.....> | PERCIVED VALUE 0.41:
BRAND TRUST <.....> | COMMITMENT 0.38¢
BRAND TRUST <.....> | REPEAT PURCHAS 0.3€0
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BRAND TRUST <.... BRAND AFFECT 0.401
BRAND TRUST <.... BRAND RELEVANCE 0.39¢
BRAND TRUST <... BRAND PERFORMANCI 0.37¢
BRAND TRUST <... CULTURE 0.287
RELATHIONSHIP PROPNES <... INVOLVEMENT 0.65¢
RELATHIONSHIP PROPNES <.... PERCIVED VALUE 0.73¢
RELATHIONSHIP PROPNES <o COMMITMENT 0.68¢
RELATHIONSHIP PROPNES <.... REPEAT PURCHAS 0.69¢
RELATHIONSHIP PROPNES <.... BRAND AFFECT 0.73¢
RELATHIONSHIP PROPNES <.... BRAND RELEVANCE 0.77¢
RELATHIONSHIP PROPNES <... BRAND PERFORMANCI 0.75¢
RELATHIONSHIP PROPNES <o CULTURE 0.67¢
INVOLVEMENT <.... PERCIVED VALUE 0.86¢
INVOLVEMENT <... COMMITMENT 0.83¢
INVOLVEMENT <... REPEAT PURCHAS 0.74:
INVOLVEMENT <... BRAND AFFECT 0.73¢
INVOLVEMENT <.... BRAND RELEVANCE 0.7&0
INVOLVEMENT <.... BRAND PERFORMANCI 0.69¢
INVOLVEMENT <... CULTURE 0.55¢
PERCIVED VALUE <.... COMMITMENT 0.891
PERCIVED VALUE <... REPEAT PURCHAS 0.847
PERCIVED VALUE <.... BRAND AFFECT 0.83¢
PERCIVED VALUE <... BRAND RELEVANCE 0.871
PERCIVED VALUE <..... BRAND PERFORMANCI 0.770
PERCIVED VALUE <..... CULTURE 0.6z
COMMITMENT <... REPEAT PURCHAS 0.78:
COMMITMENT <..... BRAND AFFECT 0.771
COMMITMENT <... BRAND RELEVANCE 0.78¢
COMMITMENT <..... BRAND PERFORMANCI 0.78¢
COMMITMENT <... CULTURE 0.63¢
REPEAT PURCHAS <... BRAND AFFECT 0.7¢
REPEAT PURCHAS <..... BRAND RELEVANCE 0.83¢
REPEAT PURCHAS <... BRAND PERFORMANCI 0.75:Z
REPEAT PURCHAS <.... CULTURE 0.69¢
BRAND AFFECT <... BRAND RELEVANCE 0.8%0
BRAND AFFECT <.... BRAND PERFORMANCI 0.71¢
BRAND AFFECT <... CULTURE 0.65¢
BRAND RELEVANCE <... BRAND PERFORMANCI 0.79¢
BRAND RELEVANCE <.... CULTURE 0.741
BRAND PERFORMANCIE <..... CULTURE 0.78¢
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Based on the results reported on Table 4.27 altbgesorrelation study revealed that there

is a positive relationship between all of the Viales considered under the study. Except

the correlation between brand thrust and cultur28(0 and brand trust and switching cost

(0.299), all of the correlation between each ofwhrables scores more than 0.3. Out of the

66 interrelationships for the 12 of the influencessidered, the correlation coefficient for

20 of the interrelationships score medium correta{between 0.3 and 0.5) and 44 of the

interrelationships correlation results shows laogerelation (above 0.5). The highest

correlation score recorded is between perceivagevahd commitment (0.891).

4.6 Analysis of Influences of Brand Loyalty

4.6.1Customer satisfaction (CUS)

The percentages of responses for the questions timeléactor Customer satisfaction are

summarized below in table 4.28 along with theipeetive mean values.

Table 4.28: Mean scores of Customer satisfaction

CUSO0z 11.20% | 27.90% 39.30% 6% 7.60% 8.10% - 5.0¢
CUS03 | 11.50% | 52.30% 18.20% 11.70% - - 6.30% 5.3¢
CUS04 | 10.40% | 9.10¥% 47.70% 20.60% 12.20% - - 4.8t
CUSO5 | 11.20% | 24.20% 35.90% 18.20% - 10.40% - 5.0¢

The responses obtained from the majority of respotsdfall under the range of ‘Somewhat

Agree’ to ‘Strongly Agree’ as the mean value alswplies. The total percentage of responses
fall under the range “Somewhat agree” to “Stronglyee” is 67.2 % (CUS04), 71.30 %

(CUS05), 78.4 % (CUS02) and 82% for (CUS03).

20068nd 18.20% of respondents for

CUS04 and CUSO5 respectively answered “undecidddtiwis a considerable amount. It is

noted that questions CUSO1 is removed from theyaisatlue to its very low factor loadings

during factor analysis
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4.6.2 Switching costs (SCR)
The percentages of responses for the questionsr uhdefactor Switching Cost are

summarized below in table 4.29 along with theipeetive mean values.

Table 4.29: Mean scores of switching costs

SCRO1 - 12.2( 6.00% 17% 37.20% 16% 11.20% 3.2¢
%

SCROz 8.30% | 6.50% 4% 12.50% 38.00% 18% 12.80% 3.3C

SCRO: 8.10% | 5.20% - 12.50% 42.40% | 17.4% 14.3% 3.1«

SCRO04 7.29% | 4.17% 5.21% 11.20% 32.81% | 22.40% 16.93% 3.07

SCRO05 7.00% | 7.00% 3.40% 31.00% 21% 16.70% 13.80% 3.4

The total percentage of responses that fall urfterange “Somewhat Disagree” to “Strongly

Disagree”

is  64%(SCRO1)

,68.8%(SCR02),74.10%(SCR03)72.14%

(SCR04) and

52%(SCRO05). 31% of the respondents replied “un@efidegarding question SCRO05. The
mean value also justifies the same fact.

4.6.3 Brand Trust (BTS)
The percentages of responses for the questionsr uthde factor Brand Trust are

summarized below in table 4.30 along with theipeetive mean values.

Table 4.30: Mean scores of Brand Trust

BTSO01

9.60%

21.4(
%

45.80%

8%

5.20%

10.40%

4.91

BTS0¢«

26.60%

45.1(
%

9.90%

12.00%

5.70%

0.80%

5.72

The total percentage of responses fall under thgeraf

The mean value also implies the same fact.
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4.6.4 Repeat Purchase (RPR)
The percentages of responses for the questionsr uhdefactor Repeat Purchase are

summarized below in table 4.31 along with theipeetive mean values.

Table 4.31: Mean Scores of Repeat Purchase

RPRO: 21.61% | 62.50% 14.85% 0.30% 0.80% 6.02

RPRO: 10.90% | 21.90% | 39.10% 19.30% 8.90% - 5.07

RPRO! 5.76
22.10%| 48.20% 13% 16.40% 0.30% - '

RPRO: 4.95
9% | 22.90%| 41.10% 10.40% 15.60% 1% '

As clearly stipulated on the above table, concermuestion RPRO1, almost all (98.96%)

of the respondents replied positively (values lb&iween the range “somewhat agree” and

“strongly agree”). The total percentage of resoft®ther questions that replied positively
are 71.90(RPR02), 83.30(RPR03), 73 %( RPR03). Thanmesult also justify the result.

None of the respondents answered “Disagree” ang serall response recorded for

“Strongly Disagree”

4.6.5 Involvement (INV)
The percentages of responses for the questionsr utide factor Involvement are

summarized below in table 4.32along with their ezsiye mean values.

Table 4.32: Mean scores of Involvement

INVO1 | 18.50% | 59.40% | 13.30% 6% |  0.30% 2.30% 5.
INVO2 | 19.80% | 54.70% | 14.10%| 3.40%| 6.00% | 0.30% | 1.80% | 5.71
INVO3 5 27
16.90%| 34.40% 29%|  9.40%|  1.00%| 6.50% | 2.60%
INVO04 4.€
7%| 18.80%)| 48.70%|  9.40%|  6.50%| 9.60% 0.3%
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As shown in the above table, for the questionstedlavith involvement, most of the
respondents replied positively INVO1 (91.20%), INZ(88.60%), INV0O3 (80.50%) and INV
04 (74%) The mean values for each statement also agredhetpercentage result.

4.6.6 Perceived Value (PVD
The percentages of responses for the questionsr uhdefactor Perceived Value are

summarized below in table 4.33 along with theipeetive mean values.

Table 4.33: Mean scores of Perceived Value

PVLO1 | 33.60% | 32.00% 10.20% % 3.10% 6.80% | 7.00%

5.37

PVLO2 7.30% | 21.40% 45.30% 9.60% | 3.10% 4.40% 8.90% 4.71

PVLO3 4.95
11.50%| 15.90% 47% 13.00% 6.50%| 5.50% 0.30% '

PVLOA4 459
6.5%| 13.50%| 45.80%| 21.90% 0.30%]| 3.10% 8.9%

Based on the responses displayed above, a toteérgage of positive responses (from
somewhat Agree up to Strongly Agree) is 75.8(PVI.0%) %( PVL02), 74.80 %( PVLO03)

and 65.8 %( PVLO4).In relation to PVL04, 22% of thespondents replied undecided
which seems significant. The respective mean valuthe questions also confirms the

positive response.

4.6.7 Commitment (COM)
The percentages of responses for the questionsr uhde factor Commitment are

summarized below in table 4.34 along with theipeetive mean values.

Table 4.34: Mean scores of Commitment

COMO1 6.80% | 34.60% 36.70% 3% 11.50% 7.00% | 0.30%
5.00
COMOz 0.50% | 1.00% 5.50% 7.80% | 22.10% 47.40% 15.60% 2 45
COMO: 547
24.50%| 45.30% 16% 7.00% 6.80% - - '
COMO4
20.8%| 56.30% 15.40% 7.00% 0.30%| 0.30% - 5.90
COMOE 3.92
6.5%| 12.80% 5.70% 31.30% 28.40%| 15.40% - '
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As clearly depicted on table 4.34, In connectiothwquestions COMQ1COMO03 and
COMO04 majority of the responses ( 78.10%,86.20% 8% respectively) fall under the
range between “somewhat agree” and “Strongly dgrdewever the responses for
guestionCOMO2 and COMOS5 showed quite differentlte3ine total percentage of results
for question COMO2 indicates that 85.10% of theoeslents response fall in the range of
“somewhat disagree” to “Strongly disagree”. CongagrQuestion COMO05; 43.8% of the
respondents answered negatively (“somewhat disagmd “disagree”), 25% answered
positively and a significant amount of (31.3%) aessd “Undecided”. The respective

mean value of each question confirmed the result.

4.6.8 Relationship proneness (RPS)
The percentages of responses for the questions timeléactor Relationship pronenessare

summarized below in table 4.35 along with theipeegive mean values.

Table 4.35: Mean scores of Relationship propones

RPSO01| 7.00%| 14.30% 9.60% 37% 20.6000  11.20%  0.30%

4.16
RPS02 11.70% 12.809 41.90% 9.40% 18.80P6 5.50p0 3.73
RPSO0: 6.80% 6% 16.40% 37.20% 27.30% 6.00%

3.10
RPS04 14.60% 12.209 49.00% 12.20p0  11.200%0 0.8%

4.04
RPS05| 0.30%| 11.50% 15.10% 43.80% 7.60% 14.6% 7.30%

3.80

Based on the responses displayed on table 4.35idewable number of respondents
answered “undecided”. l.e. 37% (RPS01), 41.9% (R®S89% (RPS04) and 43.8%
(RPS05). Besides, almost similar numbers of respotsdrespond both positively and
negatively. Concerning RPS03, Total percentagreegfative responses (from somewhat
Disagree up to Strongly Disagree) is 70.5%. Theeaetsve mean value of the questions

also confirms the result.
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4.6.9 Brand Affects (BAF)
The percentages of responses for the questionsr uhee factor Brand affects are
summarized below in table 4.36 along with theipeetive mean values.

Table 4.36: Mean scores of Brand Affects

BAFO1 9.90% | 27.6% 38.80% 12% 2.90% 8.90% | 0.30%

5.02
BAF02 9.40% | 18.0% 11.70% 33.60% 4.40% 7.30% 15.60% 4.1
BAFO03 0.30% | 6.80% 16% 39.30% 22.70% | 15.10¥% -

3.77

The total percentage of responses that fall urtderange “Somewhat Agree” to “Strongly
Agree” is 76.3 % for question BAFOl. Regarding dques BAFO2 and BAFO03, a
considerable number of respondents replied “uneéefide. 33.6 %( BAF02) and 39.3%

(BAF03). Besides, almost similar numbers of resgonsl respond both positively and

negatively. The respective mean value of the qoiestalso confirms the result.

4.6.1Brand relevance (BRV)
The percentages of responses for the questionsr uhdefactor Brand Relevance are
summarized below in table 4.37 along with theipezsive mean values.

Table 4.37: Mean scores of Brand Relevance

BRVO1 7.80%| 11.70% 34.60% 20.10% 14.10% 9.4D0%  2.30% 4.42

BRV02 7.60% | 18.80% 46.10% 7.00% 9.90% 9.10% 1.60% 473

BRV03 5.39
18.80%| 33.90% 28.40% 5.20% 13.80% -

BRV04 4.96
11.50%| 12.50% 46.40% 20.10b 9.60% -
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As shown on table 4.37, regarding with question/BR BRV03 and BRV04majority of
the respondents (72.50%, 81.10% and 70.40% respBgtresponded positively (between
“somewhat agree” and “Strongly agree”.) However tbsponses for question indicates
that only 54.10% of the respondents respondedipelsit(between “somewhat agree” and
“Strongly agree”.)A considerable number of resparisi@nswer 20.10% for “undecided”
and 25.5 % for “Disagree”. The respective mean evaitieach question agrees with the
result.

4.6.11Brand Performance (BPF)
The percentages of responses for the questions dinelefactor Brand performance are

summarized below in table 4.38along with their eztiye mean values.

Table 4.38: Mean scores of Brand Performance

BPFO1 17.20%| 58.60% 10.70% 13.30p0 - 0.30% 79
BPF02 4.70%| 19.50% 39.80% 23.20% 5.20% 7.00% 0.50% 4.72
BPFO03 7.00% 5.70% 13.50% 46.60% 16.90%  9.90% 0.30%% 4.09

The total percentage of responses that fall urttepbsitive range “Somewhat Agree” to
“Strongly Agree” is 86.5 % for question BPFOland6486 question BPF02. Regarding
BPFO03, a considerable number of respondents refiliediecided” I.e. 46.6 % and almost
similar numbers of respondents respond both pe$ytiand negatively. The respective

mean value of the questions also confirms the tesul

66



4.6.12Culture (CUL)
The percentages of responses for the questiong tineldactor culture are summarized

below in table 4.37 along with their respective mealues.

Table 4.39: Mean scores of Culture

CuL01 0.30% 7.00% 11.20% 25.30% 19.500! 31.00%  5.70% 3.27

CuUL02 6.50% 7.00% 3.40% 8.60%  27.90% 38.30% 8.300 3.08
CULO3 0.30% - 9.10% 3.60% 9.90% 57.80% 19.3000 2.27
CuULO4 6.50% 5.50% 8.60% 17.70% 18.00% 35.90% 7.80% 3.26

The total percentage of responses that fall urterange “Somewhat Disagree” to “Strongly

Disagree”

is 56.296(CULO1)

74.50%(CUL02),87.00%(@3). and 61.70% (CULO4).

Considerable number of respondents (31%) repliedéaided” regarding question CULO1.
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4.6.135ummary of Mean Values and Ranking of Factors
In order to analyze differences in the importanédaaotors affecting customers brand

loyalty, a ranking table was produced showing theamscore of each factor. Table 4.40
presents findings with respect to relative impoctaaf factors under study.

Table 4.40: Ranking Table with Mean Scores of Brandloyalty Influences

RANK INFULUENCES AVERAGE
MEAN
1 Involvement 5.40
2 Repeat Purchase 5.39
3 Brand Trust 5.32
4 Customer Satisfaction 5.09
5 Perceived Value 491
6 Brand Relevance 4.88
7 Brand Performance 4.87
8 Commitment 4.55
9 Brand Affect 4.30
10 Relationship Proneness 3.77
11 Switching Costs 3.25
12 Culture 2.97

All the determinants of brand loyalty are summatizecording to their rank order based
on their average mean value .The mean value fest@ns related to culture, switching
cost and relationship Propones are less than 4reldre they are seen as less important
factors and they have week influence on Brand tgyal banking customers. Influences
like Brand Affect, Commitment, Brand Performanced aBrand Relevance showed
somehow average mean value. A positive responsatégrthan 4) obtained for questions
related to Perceived Value, Customer Satisfact®rand Trust, Repeat Purchase and
Involvement. Hence, those variables can be coreidas the most important factors and
has a strong influence on Brand loyalty of bankougtomers. The graph below also
portrays this fact.
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Figure 4.6 Mean Soresof the Brand Loyalty Influences
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CHAPTER FIVE

5.SUMMARY OF MAJOR FINDINGS, CONCLUSION
AND RECOMMENDATIONS

5.1 Chapter Overview

This chapter provides summary of major findings)atosions and recommendations based
on the result of the study. The chapter conclubesstudy by presenting possible avenues
for future research.

5.2 Summary of Major Findings

= Descriptive analysis revealed that most respond@ifitsn the age group of 20 to 40
years. Concerning their gender mix 68% of the redpats are male. The results
showed that about 62% percent of the respondeceésvezl a monthly income of ETB
3,000 to ETB 20,000. Regarding their banking pepfihe result indicated that 43 % of
the respondents use banking services for busimes8306 for personal purposes. In
relation with the type of accounts the respondemdsitain similar percentages of the

respondents (39%) are using either saving or cuaesounts.

» The data for this study were proven to be relialslimg the Cronbach alpha coefficient
technique. Except some statements under brand OS2 and BTS3) which are
regarded as low order reliable factors, Cronbacphhal confirmed that the
guestionnaire was indeed reflective of the constiuavas measuring and it also

confirmed internal consistency.

» The Bartlett's test of sphericity used to measaming adequacy confirmed that the
variables in this study correlated perfectly witbelf (r = 1) and had no correlation
with other variables (r = 0). In addition, the Kexigvieyer-Olkin (KMO) measure of
sampling adequacy yielded values greater than €guirements except influences
Brand Trust, Repeat Purchase and Brand performdiheg. KMO measure is slightly
lower than 0.7 requirements. However the resubtsimthe rage 0.500 and 0.700 of

medium value with the Bartlett's score equally Hattory at 0.000.
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Therefore, the data is considered in the factoryaita The degree of common
variance among the twelve influences was "goodis Bignified that factor analysis
was appropriate for this study as factors to beaettd would account for a good

amount of variance.

» The findings of Factor analysis revealed thattal influences identified one factor and
it is confirmed that each statements can be grougeda smaller set of underlying
factors. Under Customer Satisfaction influence,stjope CUS01 and under Brand
Trust influences BTS02 and BTSO03 returned low fadt@adings. Accordingly the
guestions were deleted from further analysis bexafstheir low factor loadings
(lower than the required minimum of 0.40). Aftepsle factors are removed resulting
in an improvement in variance without affectingabllity. Thus Influences Customer
Satisfaction and Brand Trust re confirmed withouestion CUSO01, BTS02. BTS03.
This ensured that influences Customer Satisfaciod Brand Trust are reliable
enough to be considered as an influence of brayadtio

= The Pearson correlation coefficient showed thartetlis a positive relationship between
all of the variables considered under the studyt @uhe 66 interrelationships 44 of
the interrelationships scores the highest cormtatind 20 of the interrelationships

score medium.

= Percentage of responses based on the respondevelsof agreement towards each
statement along with respective mean value is deved. Measuring the strength of
each influence is revealed and ranking table ivigenl. According to that the mean
value for culture, switching cost and relationsRippones are less than 4. Therefore
they are seen as less important factors and theg/lwaek influence on Brand loyalty
of banking customers. Influences like Brand Affé&gmmitment, Brand Performance
and Brand Relevance showed somehow average meaa. Al positive response
(greater than 4) obtained for questions relatedP&rceived Value, Customer
Satisfaction, Brand Trust, Repeat Purchase andMerent. Hence, those variables
can be considered as the most important factorshaada strong influence on Brand
loyalty of banking customers.
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5.3 Conclusion

Despite the fact that the banking industry is getthighly competitive and dynamic from
time to time, it is characterized by limited andrweimilar offering of products and
services to the market which are not enough offferdntial element anymore, therefore
brands become a key differentiator to enable thek Iba gain a competitive advantage in
the industry. Accordingly the aim of this researsho investigate the major factors that
determine brand loyalty among customers of privaaeks in Ethiopia. Based on the
conceptual framework and the measuring instrumemtl@yed there are twelve factors
which are identified and measured. Among the facthre findings provide evidence that
brand loyalty is significantly influenced by facspinvolvement, Repeat Purchase, Brand
Trust, Customer satisfaction and Perceived Valaetdfs like Brand Performance, Brand
Relevance, Brand Affect and Commitment have alswméderated level of influence where
as Relationship Propones, Switching Cost and Gukwe found to be insignificant factors

in influencing brand loyalty.

According to the result of the study involveméntfound as top influence of brand
loyalty. Involvement reflects the perceived reles@arof a brand to the individual on an
ongoing basis which builds up commitment and Igydft consumers use the same brand
again and again they will establish a usage patiaththey seldom deviate from it. This
reality revealed on the study as the results indiceepeat purchase as a strong determinant
of brand loyalty. Based on the findings, it is icated that feeling of security held by the
consumer in his/her interaction with the bank brandery important. It is based on the
customer perception that the brand is reliable ssponsible for the interests of the
consumer. Therefore, brand trust showed up agnéfisant determinant of brand loyalty.
If customer expectations of a brand are met or ekeg his/her expectation customer
satisfaction will occur. Happy and satisfied custosnare more likely to be repeat
customers .This enhances the customer-brand methiio and results in formation of brand
loyalty. The result of the study confirmed that iBfian private bank customers are less
affected by religion, ethnicity and other cultuetated factors in relation with their loyalty

to specific bank brand.
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In Ethiopian banking industry consumers face almesfligible costs of switching between

different brands of private banks. Therefore, a&sfthding indicates, the factor switching

cost is found insignificant over brand loyalty.

5.4

Recommendations

Based on the findings of the study and the conafusdrawn the following

recommendations are given.

As it is revealed on the study, Involvement is shrengest influence among the 12
influences of Brand loyalty. Therefore, marketend &rand managers of the banks
should bestow emphasis during designing and impiatien of marketing
strategy by understanding the fact that Involvenieiite most important factor that
leads to long-term loyalty.

According to the result of the study repeat purehbshavior has a significant
influence on brand loyalty. Marketers and brand aggns may strive in setting a
strategy to promote repeat purchase behavior. Padected, it could be a highly

effective strategy of retaining consumers.

It is found that Brand Trust is one of the majoiiuances of brand loyalty. The
result is in line with the nature of the bankindustry that reliability, integrity and
having of confidence in an exchange partner is waportant. Hence, marketing
managers should consider Brand Trust as the ceranatruct during designing and

implementation of their marketing strategy.

The findings of the study indicate that customéisaction is one of the dominant
influences of brand loyalty. The result is in agneat with the knowledge of
marketers that they consider customer satisfacdenthe ultimate marketing
instrument. Therefore, it is recommended marketetsmanagers of the banks may
work towards providing of high level customer daitsion in order to create and

maintain customers’ loyalty.
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5.5

Based on the rating, ranking and graphically regwgsg of brand loyalty
influences, it is recommended that management dhfmdus their managerial
actions on the more important brand loyalty inflees first, once these render the

best results, managerial input can focus on thatgences of lower importance.

Suggestions for Future Research

Although this study did have a favorable responEe&&d respondents, it is still not

representative with regard to the whole Ethiopianking sector. The study is just the first

step and it is hoped that the findings could stateifurther research. A few suggestions

are proposed here for the benefits of future rebear

Since the present study is limited to privates beaudtomers who resides in Addis
Ababa, continued research in the banking industry @ larger scale is
recommended which includes both private and govemnbank customers in
geographical areas throughout Ethiopia either tafico or refine the findings of
this study. This will increase the quality of thesearch and the generalizability of

results.

Similar research can be done into other indusbyessing the brand loyalty model

and questioner used in this study.
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APPENDICES

Appendix A: Survey Questionnaire (English Version)

Dear Respondents,

This questionnaire is prepared to gather inforrmabout the major factors that affect
customers Brand loyalty in Ethiopian private bagksector. All responses will be used to
conduct a study for the partial fulfilment of Mast Degree in Marketing Management in
Addis Ababa University - School of Commerce. As yoiame is not asked here, your
anonymity/ secrecy will be strictly maintained ati@ information obtained will not be

used for any other purposes. Besides, this surlreyld only take 10-15 minutes of your
time. | am grateful and would like to give thanks your cooperation in advance!

N.B Please put av“mark to all your responses in the space providesidbeto each

guestion (if necessary).

Age Group A Bank in Which you are a C
customer

1. 20-30 1. Bank of Abyssinia

2. 31-40 2. United bank

3. 41-50 3. Wegagen Bank

4. 51-60 4. Cooperative Bank
of Oromia

5. 61+ 5. Berhan
International Bank

6. Bunna International
Bank
Sex B 7. Enat Bank
1l Bl 8. Abay Bank
2. Female
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Type of banking
service you do use

1.

Personal

2.

Business

Business &
Personal

Monthly Income

1.

0-1000

2.

1001-3000

3001-10,000

10,001-20,000

>20,000

82

Your account type
maintained in the bank

1. Savings Account

2. Current Account

3. Both




No Code Questions Strongly | Agree | Agree | Undecided | Disagree| Disagree jtrongly
Agree Some- Some- isagree
what
What
1 | CUSO01 | Iam very satisfied with the listed
Bank brands | Use
2 | CUS02 | Distinctive product attributes in my
Bank keep me brand loyal
3 | CUSO3 | My loyalty towards a particular Bank
brand increases when | am satisfied
about that brand
4 | CUSO04 | Ido notrepeat a usage if | am
dissatisfied about a particular Bank
brand
5 | CUS05 | | attain pleasure from the Bank
brands | am loyal towards
6 | SCRO1 | Ido not switch Bank brands because
of the high cost implications
7 | SCR02 | | do not switch Bank brands because
of the effort required to reach a level
of comfort
8 | SCRO03 | | avoid switching Bank brands due to
the risks involved
9 | SCR04 | | switch Bank brands according to
the prevailing economic conditions
10 | SCRO5 | | prefer not to switch Bank brands as
| stand to lose out on the benefits
from loyalty programmes
11 | BTSO1 | I trust the Bank brands | am loyal to
12 | BTS02 | I have confidence in the Bank that |
am loyal to
13 | BTS03 | The Bank brands | use has
consistently high quality
14 | BTS04 | The reputation of a Bank brand is a
key factor in me maintaining brand
loyalty
15 | RPRO1 | | prefer to maintain a long term

relationship with a Bank brand
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16

RPRO02

| maintain a relationship with a Bank
brand in keeping with my personality

17

RPRO:Z

| maintain a relationship with a Bank
brand that focuses and
communicates with me

18

RPRO04

| have a passionate and emotional
relationship with the Bank brands |
am loyal to

19

INVO1

Loyalty towards a Bank brand
increases the more | am involved
with it

20

INV02

Involvement with a Bank brand
intensifies my arousal and interest
towards

21

INVO3

| consider other Bank brands when
my involvement with my Bank brand

22

INVO4

My choice of a Bank brand is
influenced by the involvement others
have with

23

PVLO1

My Bank brand loyalty is based on
product quality and expected
performance

24

PVLO2

| have an emotional attachment with
the Bank brands | am loyal to

25

PVLO3

Price worthiness is a key influence in
my loyalty towards Bank brands

26

PVLO4

The Bank brands that | am loyal to
enhances my social self-concept

27

COoMo1

| have pledged my loyalty to
particular Bank brands

28

COMO02

| do not consider other Bank brands
if my Bank brand is unavailable

29

COMO03

| identify with the Bank brands that |
use and feel as part of the brand
community

30

COMO04

The more | become committed to a
Bank brand, the more loyal | become
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31

COMO5

| remain committed to a Bank brand
even through price increases and
declining popularity

32

RPS01

My loyalty towards Bank brands is
purely habitual

33

RPS02

| do not necessarily use the same
Bank brands all the time

34

RPS03

| always sample new Bank brands as
soon as they are available

35

RPS04

| establish a Bank brand usage
pattern and seldom deviate from it

36

RPS05

Loyalty programmes are the reason
that | repeat Bank brand purchases

37

BAFO1

| attain a positive emotional response
through the usage of my Bank brand

38

BAF02

The Bank brands that | am loyal to
makes a difference in my life

39

BAFO03

| am distressed when | am unable to
use a particular Bank brand

40

BRVO1

The Bank brands that | am loyal to
stands for issues that actually
matters

41

BRV02

The Bank brands that | am loyal to
have freshness about them and
portray positive significance
messages communicated.

42

BRVO03

| know that a Bank brand is relevant
through the brand messages

43

BRV04

The Bank brands that | am loyal to
are constantly updating and
improving so as to stay relevant

44

BPFO1

| evaluate a Bank brand based on
perceived performance

45

BPF02

| will switch Bank brand loyalty
should a better performing Bank
brand be available
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46 | BPFO3 | | am loyal only to the top performing
Bank brand

47 | CULO1 | My choice of Bank brands is in
keeping with the choice made by
other members in my race group

48 | CULO2 | My loyalty towards a Bank brand is
based on the choice of Bank brand
used by my family

49 | CULO3 | Religion plays a role in my choice
and loyalty of Bank brands

50 | CULO4 | Family used Bank brands indirectly

assure brand security and trust
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Appendix B: Survey Questionnaire (Amharic Version)

Prq+t aomeP
eth0gFu- PTGE FAFLPT

Ly meP eHHIED CRINGT ¢0L18 FoTrt AL +&AT PoLLAL%G PPNISPT T NAFPRL P10
A7 N9LA Ch A9L.8L7 TG avlB AaPANA 10-::NHY a°m@P LoLANAN 15 D-g° avlG
0A%0 A0O ZOCAAE P78 ¢ TUCT (LT N0 ANTSLC P7I0FCH 4016 avavldf duU-&
ATMHIETF TLmPI® 10 PULAMTT hAN HYU AHAA GA97 TP ALRTILIICDA A TLATELI°
PrmOP aPr? he10&h TPEPET Adeavah 10 Adh 15 LbP NF ATLMONLNT AG@-Bt
ADBAD-: ATLELCTAT FNNC Ui (1PLTLE ATPAIGAL~::

MNFOF: AOhPT TLLO7 HAMA. h&TF 03 AL ¢ V' AR (790PaT LaPA(-::

geo u netsm Nvh 27474 th
1. 20-30
2. 31-40 1. AMLALZE aTh
3. 4150 2. vet ah
3. @277 0%
4., 51-60
4. PACTLE 04T e 0Th
5. 61+
95 f 5. CU7 hAP A& O7h
3. Male
4. Female 6. (F§ AA%® AP O7h
7. WSt ath
eMmeart Nh 47070+ L]
A2y 8. Ag Oth
1. ?IA
2. 11L/00¢
3. UANEWP e engtt eyadl sl w
emC 7N, (nC) 4 1. femA 240
1. 0-1000
2. AL YA
2. 1001-3000 3 AP
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e he TEEPTF Kol etoht haoa9® | e+ont hAneroige W
&1C }\n‘l?"g:\v- AN~ vl ova ,(‘];\1:19:" -
ATITIAU- AAQTITI°

1 CUSO1 | ha? ameah-+ Q%h/ £a%h
0N&728) hChd LATITA::

2 CUS02 | 07he P7L.am@-  e+APS  AAAeT
a7F 9907 ATAINT  ANTH-
028 39T S WIRPTA
COCITA::

3 CUSO0: | na7hy na%he N&72&/  ACh
PULA9F hPr ARL Q7h 01678
AT 3TV LenIPA:

4 CUS04
nazhy Qathe N&7&/  AchF
PU9LATT Pt (R A7h N&D,
AT TITT T RALAIO::

5 CUSO5 | NF7%rt  hompoe@- O%h
ea7h &2/ 0TMTO AMN1het
L0F7T K15 AU-::

6 SCRO1 | hoi.LantA@- +eno14 Oen, 114
AA O7h (P07 1478) aopeC
ANLATIP::

7 SCRO2 | ¢t¢@w79°  9o¥+ PAm- ¢07h
A0\ 10t AT it
AATLLALATT AA  OTh  (PQ%h
0&7L) PPYC AALAYI:

8 SCRO3 | P30 ANFE vt Js0hy
ALV AATLTA A
arh(earh  Ne2L)  avdeC
ANLATIFO::

9 SCRO4 | A7880%+E ANTILLeE v-sd O7h(
POTh NE-7L) APORL-AU-::

10 | SCRO5 | Q%ht  LINFFFo- F977%

ATV ATINET I CTLHOB Y
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({3 PPIITPIOPF
AT8LPAMT  NA arh
(PQ7HNE728) avp0QC
ANLA IO

11

BTSO1

039t A9°mPor@- O7h /P07h
0¢8] AIPE AATY::

12

BTS02

0399t (9°mPor@- Q%h /PQ%h
Ne1L AN ao-ert LATITA::

13

BTS03

0399t PP mPara- /Q%h/ PQTh
N7 7L 1 Tt LAD-
1@-::

14

BTS04

a7he /207 N&%/  QUNLtan:
038 PA@- +PALYT javpng® 9P/
OHe a7h 377 5 A1RPTA
PG PN F -

15

RPRO1

hA7S Q7h /#Q7h N8/ OC
LB LW ITFrE GH avdPt
AaPCA\Y-::

16

RPR02

he Qe KG9t OC
NMATTOG  ANC  WLLLm-
azh f07h 0728/ IC PLEI°
L VTTErE 816 ABPAU-::

17

RPRO3

oot Fhdt AT NTLATS
Té P0l8 AO-OF holehie
a7h /fa7h 02728/ 2C LE9° Lh,
U7t 216 ASLAU-::

18

RPRO4

039t hgPmbara- 07h /£07h
N8 2C AN Pa01eh, AG
ATLHP P ATEIE AT i

19

INVO1

A&7 Q7h Ra%h NG
OHHS 0PPE noevimie ARLL
ath 3977 Py hLA
LeIP0A\

20

INVO2

AT Qh o RaTh NGTL
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Otdts 0 P2de havl e OF1A
aLe  arh  earh N
APmPg  PAT  GAPFG P
LERIPLA::

21

INVO3

Mg et azh/eath
N&2L/AL PN Fhedt A
AT ATFT AT ARG
TPt ABI NV~

22

INVO4

eQ7h /07h  NE&7e/  9°Cme
AT APTF AT PATFOY
+oedt A9 O PAT0A::

23

PVLO1

0A7& Q7h /£07h 078 2977
LG P APPmA LA €AY
Q7 07L.am@- PATINICT Tt

AT PhLARI° NPT AP PthavAlt
1@-::

24

PVLO2

0397t NG e
avh/earh  06728/0C  a9LFe
DYEYE AN

25
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O7h: P7.eaNGAD CAININT PO
Lt QRS aTh T PR
AIEPTA® 1 ATRAPTA
ALLLTY N T PPNIOPTF AT
1@-::

26

PVLO4

031t 05 Ao
oozt Q7/eath 06738
PNt he0T MUNLTAN HZE:
AN ALCE A7190 LLCTITA::

27

COMO01

haZe Q7h /fQ7h N&72&/  OC
49 NG 1 i

28

COMO02

0F97rt g GOy
Moot Qh/RQTh 01678
ALH@  AT010T agop g
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nAFAD  QAA azh /2Q7h
N&1L K100t AT
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29

COMO03

PH.e O7h//°07h N/ tm P,
Mooy he-07 P A7h//ea7h
N&728 PP T Twacan
K78 A% K&Ch hPTPoAU-::

30

COMO04

AL Q7T ROTh NE1&7 U
1 ePme® Wt ANS
a7h//°07h &8/ FoT% favpPy
U3 LenIP44\::

31

COMO05

a7 /07 N&7)  PAININT
Po PIYS (LLLACT AT NUNLTON:
0L fam- FPErt (LP9° (L
a’h v W PnPILY
AT @-gP::

32

RPSO1

0 A28 a7h 07 NG 977
LG et NFFo- ohr et
an.e a7h//fa7h N&18/
aoMPI°7 AL AALNCH 10-::

33

RPS02

HOTC K78 AS¥t Q7h /fa7h
0718 P98 apmPbg® PANTI0::

34

RPSO0:

A%.0 Q7h /ea7h Ne&78/  uara)
0L LM hmPar@ ANNAD-::

35

RPS04

Pc0. PUPT £a7h/ f0Th 01678
AMPPI® QUVA OLI° ATIL AN}
NHI® 2P TINT AALAYI ::

36

RPS05

A28 Q%h 2999 PPPmPI°(+
Nt AThF LINGFFFo- FaT
A1k ATINET T (L
Pa. 0008 OHALe TPIIPPIOPF
ATPTTE A 1D+ ::

37

BAFO1

A9 05 a0t Qzh
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20T N&e/ At a1y
API3R /80 1A/ a9t
LATITN::

38

BAF02

F99% 00§ PNt A%h /PQ7h
N8/ nZot 4L AD-P
AP PAA::

39

BAF03

AmPoro- AT Q7h /PQ7%h
N8 AmPord- PTINTFANT
U3 rhé.mdé. ANABRAU-::

40

BRVO1

2997 00§ et a%h /£07h
078 O43G  AddAL AU
OO PPav Y-

41

BRV02

0%t 305 et A%h
070 N A0S AP
eHt PNF@Y avlGP Ty
POTANGA::

42

BRVO03

eAS  ath N&7e N
N0 TAND- avARDTt PI1LINKG
IO AP AD<PAU-

43

BRV04

07yt 305 erTht Q7h
£a7h N&72L) NNLD- AL TEA1.
S Aot (PNRYt A7
PILOATIAG  hHavk  DC  PILBL:
1@-::

44

BPFO1

ATy azh/eath 078
ePAh®- Az O9PTIHN@- PQ7Th-
ALAAT° (\FT av(\(lot 1D

45

BPF02

PHAA PALRAT® APt PAD- O7h
N1t 0T RE v
AIAIAQE RINZ@7 QTh  /e07Th
018 ATPPLC hAPTITIgP
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46

BPF03

F99% NG P10 (AEAAIP
NPt etS 0F AP ALZa A7h
/2070 N8 AF 1@z

47

CULO1

A8 avh/eazh N8
ARININCT e hAdeT
PNZLANE ANNT 27 I°Com, IC
09797 1m-::

48

CuUL02

NA7E a7h/°ath 0e738  FoT7y
LG AaoPy PATY €AFF (AN,
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N2/ 9°Com, AL tavalt
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49

CULO3

ePntAD  YRTITT  NTIRCTID-
Pa7h 9°Ccems  AHS OTh “1547
F9T5 ITE TRL AL P(7
TG LBMI ;-

50

CULO4

A7L77 Q7h /207 06728 tan
Amed® L@ hrt AHP Q%h
a7 N2 APTE G
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