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Abstract

In recent years, the banking sector worldwide has been experiencing stiff competition. Similarly,
the Ethiopian banking sector is also facing such competition as well. Today, banks in Ethiopia
focus on strategies that provide them a competitive edge and aid them in keeping customers.
Banks will retain customers, if they deliver exemplary service quﬂli% work diligently to
improve customer experience, build trust, customer loyalty, and good corporate image, and

assure customer satisfaction.

This empirical research study mainly focuses on identifying and ranking ge factors affecting
customer retention in the Ethiopian Banking industry, particularly in the commercial bank of
Ethiopia (CBE) city branches in Addis Ababa. This study also focuses in examining the
mediating role of trust, customer loyalty, customer satisfaction, and corporate image between the
dependent variables (customer experience, quality service) and the independent variable

(customer retention).

7
Utilizing simple random sampling techniques, branches in Addis Ababa gere selected for
examination. Primary data sources were used for data collection. Primary data were gathered
through a structured questionnaire survey distributed to 389 estimated sample respondents,

resulting in 376 responses.

%c findings of this study disclose that service quality is the most important and significant
factor, followed by customer experience that has a strong, significant, and positive impact on
customer retention in the Commercial Bank of Ethiopia in Addis Ababa. The mediator variables
also have 1gniﬁcant and positive impact on customer retention .The most important mediator
variable Eased on the finding of the study is customer loyalty followed by trust, customer
satisfaction and corporate image respectively. Based on these findings, the study recommends
that commercial bank of Ethiopia (CBE) should focus on these critical factors to enhance

customer retention.
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Chapter One

1. Etroduction

This chapter provides the back ground of the study, statement of the problem, research
objectives, research questions, significance of the study, delimitation of the study, limitation of

the study, and Organizational structure of the paper.

1.1 Background of the study

Today’s banking sector worldwide has been experiencin&signiﬁcant transformation. Similarly,
the Ethiopian banking sector is also experiencing stiff competition, the emergence of digital
banking, and changing customer expectations. Therefore, banks must concentrate on strategies
that provide them a competitive edge and aid them in keeping customers. Keeping current
ustomers is not only more economical than attracting new ones but also promotes brand loyalty
and supports sustained profitability. Identifying the factors that impact customer retention is
essential for banks to create successful strategies and achieve a competitive advantage. In various

businesses, a small increase of 5% in customer retention can lead to a substantial rise in n

present value, potentially varying between 25% and 95% (Dawkins and Reichheld, 1990).

Other scholars found in their research that Keeping customers increases efficiency and lowers
costs associated with customer retention (Boadu and Achiaa, 2019).Customer retention is an
economic and beneficial business approach that is essential in today's competitive market
landscape. For a bank, retaining customers is crucial to attract liquid funds that can be lent to
entities demanding financial support; this generates profit for the bank and enhances its financial

stability.

CBE is the largest state-owned bank, and as of June 2023, it has 1,937 branches and 40.3 million
customers and is accessible in every corner of the country. Due to stiff competition and the
emergence of new banks, its market share is declining. Although its market share declines year

17
after year, it remains the most important bank. At the end of June 2024, its total assets and




deposits constituted under half (47.9 percent and 47.10 percent, respectively) of the whole

banking sector.

Commercial bank of Ethiopia (CBE) one of the state-owned commercial banks is also
confronted with problems, how to increase customer retention. As a company involved in the
field of banking services, customer retention is the key to business success, because the level of
high customer retention can increase in a range of performance, not only the performance of the
field of marketing, but also the performance of the financial sector, such as improved years

profit.

1.2 Statement of the problem

Customer retention is an economic and beneficial business approach that is essential in today's
competitive market landscape. For a bank, retaining customers is crucial to attract liquid funds
that can be lent to entities requiring financial support; this generates profit for the bank and

enhances its financial stability.

Recently, the Ethiopian banking sector is nearing maturity and becoming commoditized, as
banks offer similar products while distinguishing them through names linked to demographic

traits.

In Ethiopia, banks faced difficulties in attracting new customers (particularly unbanked
individuals) due to a significant portion of the working population being unemployed and
lacking savings. This forced banks to snatch customers from one bank to the other. Hence, one
strategic focus that banks can implement to remain competitive would be to retain as many

customers as they can.

Recently, a variety of factors significantly impacted CBE's efforts to keep its current customers.

The manifestation of this is that CBE market share has declined from time to time.

According to % National Bank of Ethiopia’s (NBE) financial stability report (National Bank of
Ethiopia, 2024), the state-owned Commercial Bank of Ethiopia (CBE) is the only large bank in
the country that also dominates the industry. Even though it is the largest bank in the country, its

market share in terms of deposits declines year after year. As an example, CBE market share in




deposits at the end of June 2022, June 2023, and June 2024 constituted 51.30 percent, 48.70
percent, and 47.1 percent, respectively, of the whole banking sector. This decline in deposit
market share resulted from stiff competition in the industry and the introduction of new banks in

the market.

Unless CBE works on customer retention, further market share decline is inevitable. ﬂlis study
therefore sought to identify the factors that theoretically influenced customer retention in

ommercial Bank of Ethiopia, Addis Ababa city branches. This research aims to identify and to
rank the factors impacting customer retention. By identifying and ranking these factors, the

bank’s senior management can focus their efforts more on retaining customers.

Though many researchers provide important perspectives on the topics @customer retention
2

and examine the factors influencing it, such as quality service, customer experience, customer

satisfaction, corporate image, trust, and loyalty, they did not incorporate customer experience

adequately as an influential factor that impacts customer retention in the banking sector.

%ﬁ}' Gregoire, former Chief Information Officer of Dell Computers, also believes the customer
experience is important. He says that “the customer experience is the next competitive
battleground.” Customer experience is described as the perceptions of the customer at the
moment of the interaction between companies and the customer (Bhatt and Patel, 2020).As Bhatt
and Patel (2020) stated, the subject of customer experience in retail banking is more crucial
today than it has ever been. "In the present situation of cutthroat competition, most of the banks
are now focusing on delivering positive customer experience”" (Bhatt and Patel, 2020).Other
researchers described customer experience as the feeling and the emotion that customers have at

all touch points with a firm (Kavitha & Haritha, 2018).

1.3 Research questions

This study raised the following research questions and subsequently attempted to address them

accordingly.

L. What are ge factors affecting customer retention in the Ethiopian banking sector,
particularly in Addis Ababa city?




I

What are the most important factors as per their degree of influence on customer

retention?

T.4 Research objectives

This study aimed to accomplish the following general and specific objectives:

1.4.1 General objectives

This study aimed to accomplish the general objectives listed below.

?0 identify the factors affecting customer retention in the Ethiopian banking sector,
particularly in Addis Ababa city.
Additionally, the intention of the study is to prioritize or rank the factors impacting

customer retention based on their level of influence.

?4.2 Specific objectives

This study also aimed to accomplish the following specific objectives:

L.
II.
111,
I1I.
Iv.

38
Examine the effect of customer experience on customer retention.

Examine the effect of customer experience through the mediation of trust.

Examine the effect of customer experience through the mediation of customer loyalty.
xamine the effect of service quality on customer retention.

Examine the effect of service quality on customer retention through the mediation of

customer satisfaction.

Examine the effect of service quality on customer retention through the mediation of

corporate image.




1.5 Significance of the study

The researcher conducted this study in the sense that it contributes something to the bank’s

leaders and to those researchers as an empirical reference.

L. The study's main contribution is it gives the commercial bank of Ethiopia an important
information on why customers decide to stick with them and enables managements to
identify pinpoint areas for improvement and assist in creating effective plans to keep
current clients and eventually boost profitability.

I.  The study helps the management of the commercial bank of Ethiopia to solve the
operational problem in relation to customer retention.

III.  The study adds empirical source to the body of marketing literature already in existence

regarding Ee factors influencing customer retention in the Ethiopian banking sector.

1.6 Delimitation of the study

The scope of the study conceptually restricts to identify the Ectors affecting customer retention
in Ethiopian Banking sector particularly in CBE .Geographically, the study restricted to Addis

Ababa, and its conclusion would not apply to Ethiopia’s banking sector as a whole.

1.7 Limitation of the study

2
The study examined only six factors —customer experience, service quality, customer

satisfaction, corporate image, loyalty, and trust —that may have an impact on customer retention
in the Ethiopian banking sector, specifically CBE branches in Addis Ababa. Methodologically,
out of 32 commercial banks operating in Ethiopia, only one bank was investigated for this
research purpose. The sample size examined was also too small in comparison to the population,

despite the fact that CBE has an excessive number of customers.

1.8 Organizational E?ructure of the paper




This research paper was divided into five sections. The first chapter covered the introduction,
1c1uding the background, problem statement, research objectives, and research questions,
significance of the study, delimitations, limitations, and structure of the paper. Chapter two
concentrated on reviewing literature on factors influencing customer retention. The third chapter

outlined the methodology employed in the study.

Chapter four presented the analysis, summary, and presentation of the data. Finally, chapter five
discussed the main findings, conclusions, and recommendations, limitation and area for further

study.




Ehapter Two
2. Literature review

2.1 Introduction

This chapter discusses a concept that is vital to this study and serves as input for this thesis by
starting with a broad discussion. The chapter was structured to narrow down the idea of factors
affecting customer retention in the commercial banks Ethiopia. It includes a conceptual review,

an empirical review, and the conceptual framework for the study.

2.2 Conceptual Review

This section presented a conceptual review on various constructs on which this study gives the
utmost emphasis. Ideas, concepts, and definitions on the constructs of the study are presented as

follows:

Customer retention

Customer retention refers to the likelihood of a client being kept by the organization (Morgan &
Hunt, 1994). Hall (1997) also viewed customer retention as the ability to keep customers for life.
Other scholars found in their research that keeping customers increases efficiency and lowers
costs associated with customer retention (Boadu and Achiaa, 2019). Leninkumar (2017) also
stated that the banking sector is highly competitive in today’s market, provoking banks to
implement strategies aimed at retaining their existing customers to maintain their competitive
edge in the industry. Hence, the financial impact of a customer’s lifetime value on any business

can be recognized in their overall financial performance.

Customer experience




Gahler et al. (2019) defined customer experience as the personal emotions that customers
experience during their engagement with the service provider, resulting in emotional, mental,

physical, relational, sensory, and symbolic reactions.

Customer experience encompasses the emotional responses that customers have when interacting
with a company at all touch points, whether these interactions are direct or indirect (Kavitha &
Haritha, 2018). Beyond the definitions, customer retention is the most effective strategy for
preserving corporate reputation, ensuring customer satisfaction, building trust, and enhancing

customer loyalty (Manyanga, Makanyeza, and Muranda, 2022).
Service quality

Philip Kotler (1991) defines @wice quality as the capacity of a service provider to efficiently
satisfy its clients and keep them as loyal. According to Philip Kotler (1991), rvice quality is the
capacity of a service provider to efficiently satisfy its clients and keep them as loyal. Other
scholars have also indicated that service quality refers to how customers are treated within an
organization, which can be either satisfactory or poor. Koduah and Farley (2015) highlighted that
one of the factors that customers consider when selecting a bank is the quality of goods and
services the bank provides. Thus, quality service helps banks to attract new customers and keep

the existing customers as well.
Customer satisfaction

Skogland and Siguaw (2004) defined customer satisfaction as the erall evaluation of efficiency
based on all previous encounters with a business. On the other hand, Parawansa (2018) stated
customer satisfaction is the gap between the customer’s expectations and the customer’s actual
experience perceived. Similarly, Leninkumar (2017)defined customer satisfaction as the
customer’s emotional reaction, attitude, and assessment after the purchase process. The emphasis
of all the authors mentioned is that satisfied customers are inclined for a repetitive purchase and

service and help firms to retain customers.
erporate image

Corporate image has been defined as «..Perceptions of an organization reflected in the

associations held in consumer memory» (Keller,l993)ﬂe results of the study from Hatch et al.




(2018) stated that corporate image encompasses the feelings of company employees and the
perspectives of customers, shareholders, the media, the general public, and external interested
parties on the corporation. Similarly, Worcester (1997) described corporate image as the
cumulative effects%people's experiences, impressions, beliefs, feelings, and knowledge about
an organization.

2
This implies that the overall attitude or feeling developedg the minds of the customers helps the

company to attract new customers and aids them in retaining the existing customer as well.
Eoyalty

Leninkumar (2017) stated that customer loyalty is the ability of a company to continuously
outperform competitors in gaining a certain customer. It is a continuous process that, rather than
meeting the customer's needs, results in the creation of a long-term, recurring purchasing
relationship with the client over a certain brand. The banking industry is highly competitive in
today's banking business environment, and banks are currently concentrating on implementing
strategies that assist them to retain the existing customers and survive in the competitive market.

Adisucipto, Alhabsji, and Suharyono (2018) stated loyalty for a bank is an important determinant
that needs to be adhered to. In the banking sector, customer loyalty is defined as a customer’s
strong dedication and readiness to continuously utilize roduct or service over a long period of

time (Twineboah-Koduah and Farley, 2015).

Trust

The faith that a consumer has in a firm is known as customer trust. It demonstrates that a
company has faith in its ability to fulfill its commitments and act in the best interests of its
customers (zendezk.com). A party's belief, attitude, or anticipation that the company they depend
on would be the main beneficiary of the relationship partner's actions is known as customer trust
(Andaleeb, 1992).Furthermore, Moorman, Zaltman, and Deshpande (1992, p. 82) defined trust

as the readiness to depend on an exchange partner in whom one has confidence.




2.3 Empirical review

“ﬂs section presented empirical findings on the elements that impacted customer retention the
commercial bank of Ethiopia, branches located in Addis Ababa.%iven the volume of empirical
literature accessible on the issue of this research, it would have been difficult to provide the
findings of all investigations. But 1 tried to see some of the research conducted on factors
affecting customer retention 1 the commercial bank of Ethiopia, Addis Ababa city branches, as

follows:

gustomer Experience

Customer experience refers to the emotional reactions customers experience with the company at
every touchpoint, whether directly or indirectly (Kavitha & Haritha, 2018).

Gahler et al. (2019) defined customer experience as the customer's personal feelings during their
interaction with the service provider, which leads to emotional, mental, physical, relational,
sensory, and symbolic reactions.

Customer experience is the impressions of the customer throughout their interaction with the

company (Bhatt & Patel, 2020).

Customer experience is viewed as the most effective strategy for upholding corporate reputation,
ensuring customer satisfaction, fostering trust, and enhancing customer loyalty (Manyanga,
Makanyeza, and Muranda, 2022).

Deregulation and technological advancements in the banking industry have reduced entry
barriers and increased competition in the banking industry. Recently banks sell similar products
and services, and they exhibit fierce competition in the industry. Thus, banks will gain a real

differentiation by great customer experiences (Fernandes and Pinto, 2019).

@lstoma experience includes all elements of a company’s products and services. The quality of
customer care, the advertising, the packaging, the product and service attributes, user-
friendliness, and dependability influence the customer’s views on the firm’s service (Meyer and
Schwager, 2007).Customer experience encompasses all interactions a customer has (whether in-
person or online) with companies throughout the customer journey, which consists of pre-

purchase, purchase, and post-purchase support (Shrivastav, 2024).

10




According to the @Imer Dell computer chief information officer Jerry Gregoire, "’ The customer
experience is the next competitive battleground’” (Sugarcrm, 2022; np), and CX has become so
important to the business success. In Ethiopia, it is difficult to find published literature on
customer experience (CX), despite the fact that it has emerged as the next paradigm that affects

consumer satisfaction, loyalty, retention, and business profitability.

Quality service

Tamilselvi (2016) indicated that service quality refers to how customers are treated within
organization, which can be either satisfactory or poor. The author defines service quality as “the
differences between customer expectations and perceptions of service. Service quality is defined
the result of a client’s overall assessment of a service provider by contrasting their
expectations with the quality they received (Parasuraman et al., 1988).Service quality is %ﬁned
as the result of the customer quality evaluation of a service provider by comparing their
expectations and their perceived quality obtained (Sao Mai & Tri Mai, 2021).

In their study Twineboah-Koduah and Farley (2015) highlighted that one of the factors that
consumers consider when selecting a bank is the quality of goods and services the bank provides.
A bank's ability to consistently provide high-quality service is a key factor in determining its
clients' loyalty. This impression is produced during the course of interactions between bank

employees and clients.

Customer satisfaction

According to Skogland and Siguaw (2004), customer satisfaction can be described as the total
assessment of effectiveness derived from all past interactions with a company. The study by
Parawansa (2018) described satisfaction as determined by the gap between customer
expectations and actual experiences. Additionally, atisfaction is an overall attitude of customers
towards a service provider. Fornell (1992) views stomer satisfaction as an attitude formed
from the experience clients have after purchasing a product or using a service and making
payments for them. Similar to this, Leninkumar (2017) described satisfaction as an emotional

response, attitude, and evaluation expressed by the customer following the purchase process. It is

11




an indication of being pleased with a product or a service. The definition given by Yap,
Ramayah, and Shahidan (2012) posited satisfaction as an overall customer attitude towards a

service provider.

Corporate image

Corporate image, as an external marketing dimension, is the result of consumers comparing the
different business organization qualities.

Given the ambiguity around the service providers' credibility, it assists clients in choosing which
one to choose. Twineboah-Koduah and Farley, 2015).Worcester (1997) described corporate image as
the cumulative effects of people's experiences, impressions, beliefs, feelings, and knowledge about an
organization. Consumers today have greater options for their financial requirements than at any time in
the past.Winston (2013) states technology, globalization, increased competitior@nd increased consumer

mobility have significantly transformed the banking experience for individuals. Corporate image has been

defined as «...Perceptions of an organization reflected in the associations held in consumer memory»

ﬁeller, 1993).
e results of the study from Hatch et al. (2018) stated that corporate image encompasses the
feelings of company employees and the perspectives of customers, shareholders, the media, the

general public, and external interested parties on the corporation.

Trust

Customer trust refers to the confidence a customer places in a company. It demonstrates the
assurance in a company’s dedication to fulfill its commitments and act in the best interest of the
customer (zendezk.com). Customer trust is the belief, attitude, or expectation of a party that the
relationship partner's behavior or the main beneficiary from the trust is the company in which the
customers rely on (Andaleeb, 1992). Furthermore, Moorman, Zaltman & Deshpande (1992, p.

82) described trust as a readiness to depend on an exchange partner in whom one has faith.

Loyalty

Customer loyalty is the ability of a company to continuously outperform competitors in gaining a

certain customer. It is a continuous process that, rather than meeting the customer’s needs, results

12




in the creation of a long-term, recurring purchasing relationship with the client over a certain
brand. The banking industry is highly competitive in today's banking business environment, and
banks are currently concentrating on implementing strategies that assist them to retain the
existing customers and survive in the competitive market (Leninkumar, 2017).

Following his study, Dick (1994) highlighted that stomer loyalty is viewed as the strength of

the relationship between an individual's relative attitude and repeat patronage.

The relationship is seen as mediated by social norms and situational factors. Cognitive, affective,
and cognitive antecedents of relative attitude are identified as contributing to loyalty, along with
motivational, perceptual, and behavioral consequences. Adisucipto, Alhabsji, and
Suharyono (2018) stated loyalty for a bank is an important determinant that needs to be followed.
In the banking sector, customer loyalty is defined as a customer's strong dedication and readiness
to continuously utilize product or service over a long period of time (Twineboah-Koduah and

Farley, 2015).

Customer retention

According to Leninkumar (2017), the banking business is extremely competitive in the present
banking industry, and banks are focusing on putting strategies into place that help them keep

their current customers in order to ensure competitiveness in the industry.

2.4 Research gaps

Many empirical studies examined the factors influencing customer retention, such as service
quality, customer satisfaction, corporate image, trust, and loyalty. These empirical studies didn’t
give much emphasis to customer experience, which 1s the most important factor in retaining
customers in today’s competitive banking landscape. In this hypercompetitive banking industry,
focusing on customer experience is very crucial. However, studies rarely include customer
experience as a factor influencing customer retention, especially in the Ethiopian banking sector.
Hence, this study considers customer experience as an essential strategy on which banks must
place the most emphasis. In addition, these studies lack prioritizing or ranking the factors

impacting customer retention based on their level of influence.

13




2.5 Conceptual framework

In the banking industry the changes in one variable can have an impact on other variables, either
directly or indirectly. Numerous researches explained on this link in the following ways, which
in turn can help to formulate the conceptual framework of this study. For the banking industry,
the connection between customer satisfaction and customer experience is crucial.

Positive emotions enhance customers' happiness and elevate their satisfaction levels, according

to Pei et al. (2020). Therefore, customer experience positively influences customer satisfaction.

In their study, Yingfei, Mengze, and Ki-Hyung (2022) found a strong correlation between
corporate image and customer experience. According to their research findings, a company's
corporate image and brand reputation are positively impacted by the customer experience.
Several studies show that customer satisfaction is significantly impacted by high-quality service.
For example, a study conducted by Khan and Fasih (2014) examined the relationship between
service quality and customer satisfaction in the banking industry and found that service quality

significantly impacts customer satisfaction.

Khoo (2022) found gat customer satisfaction and company image are positively impacted by
service quality. According to several academics, brand image and service quality are
significantly correlated (Hsieh et al., 2018; and Wu et al., 2011). Previous studies show that
service quality positively affects brand image and acts as an antecedent of it (Hsiehet al., 2018;
and Wu et al, 2011). A substantial positive correlation between satisfaction and trust was
discovered in studies conducted by Crosby et al. (1990), Yoon (2002), and Dabholkar and Sheng
(2012).

gdreassen and Lindestad (1998) discovered in their research that corporate image significantly
influences customer loyalty and has a direct relationship. Fl‘l relation to customer retention, it can
be explained that trust and commitment are part of the customer's positive behavior, which is
reflected in the continuing good relationship with the company, and trust positively influenced
customer retention (Morgan and Hunt, 1994). The role of loyalty is more pronounced in the

service industry compared fo other industries (Gwinner, Gremler, and Bitner, 1998). Therefore,

14




many service companies use loyalty as a measure to design marketing strategies. On the other

hand, Dowling and Uncles (1997) state that loyal customers spend more with their companies.

Figure 1.conceptual framework

Source: Adapted and modified from (Lay, Alhabsji, and Suharyono, 2018).

2.6 Research hypothesis

This study presents a set of research hypotheses to investigate the connections between customer
experience, service quality, customer retention, and the suggested mediating variables. These
hypotheses are based on the theoretical foundations and empirical evidence reviewed in the
preceding sections. In addition to the direct effects of customer experience and service quality on

customer retention, the hypotheses are designed to test the indirect effects that operate through

15




corporate image, trust, customer loyalty, and customer satisfaction. These hypotheses direct the
interpretation of the study's results and offer an organized foundation for empirical testing

utilizing regression and mediation analysis techniques.

The elfect of customer experience on customer retention

Customer experience is an emotion that connects a customer and a business (Young, 2006).
According to Palmatier, Jarvis, Bechkoff, and Kardes (2009), this feeling helps sustain their
relationship and affects the exchange partner's trustworthiness. This, in turn, influences the
customer's ongoing trust in that partner. Williams (2004) argues that since people often rely on
their emotions when judging others, their feelings and attachment impact how they view others'
trustworthiness. This affects their willingness to trust and cooperate with them. Positive feelings
about someone should improve perceptions of their reliability, as noted by Palmatier et al.
(2009). People typically use their initial feelings toward someone to decide if they can trust them
(Jones & George, 1998). Moreover, Yim et al. (2008) found that customer affection for a
company and its salespeople affects trust. Accordingly, the study proposes the following
hypothesis:

H1: Customer experience positively influence customer retention

Qhe effect of customer experience on customer retention through the mediation of trust

In the world of banking, trust plays a crucial role that must be nurtured, as customers are unlikely
to deposit their money without it. Building trust is critical to sustaining a lasting relationship
between the company and its customers. For customers who have strong confidence in the
company tend to persist in relation with the company. Therefore, trust can encourage long-term
loyalty and strengthen buyer and seller relationships in the business world; trust is seen as a

major factor that precedes stable and collaborative relationships. Confidence arises when one
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party feels confident about the reliability and integrity of the exchange partner (Morgan and
Hunt, 1994). The nature of trust in organizational relationships is the knowledge that the seller
will not act in a risky way that is perceived as a threat by the buyer. Consumers who trust a
company means that they have high confidence in the company that will ultimately affect the
commitment and loyalty. In relation to customer retention, it can be explained that trust and
commitment are part of the customer's positive behavior, which is reflected in the continuing
good relationship with the company, and trust positively influenced customer retention (Morgan
and Hunt, 1994),
Hence, the relationship between trust and customer retention can be proposed as follows:
H2: Trust media‘[e@p

e relationship between customer experience and customer retention.

The effect of customer experience on customer retention through the mediation of
customer loyalty

ﬂ"e role of loyalty is more pronounced in the service industry compared to other industries
(Gwinner, Gremler, and Bitner, 1998). Therefore, many service companies use loyalty as a
measure to design marketing strategies. On the other hand, Dowling and Uncles (1997) state that
loyal customers spend more with their companies.

Accordingly, the study proposes the following hypothesis:

H3: customer loyalty mediate the relationship between customer experience and customer

retention.

The effect of service quality on customer retention

Numerous studies have demonstrated that service quality plays a crucial role in determining
customer satisfaction and customer retention. Gupta and Shaw (2014) stress that it is essential
and mandatory to deliver exemplary service quality to satisfy customers and to maintain
customer retention.

Numerous studies demonstrate that high-quality service greatly influences customer satisfaction.
For instance, Khan and Fasih (2014) carried out research on how vice quality affects customer
satisfaction in the banking sector and reported that service quality has a significant influence on

customer satisfaction.
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Dam, S.M., and Dam, T.C. (2021) confirmed that there is a significant and positive relationship
between service quality and customer satisfaction.

There is a positive correlation between service quality and customer satisfaction. Providing
exceptional service quality to meet customer expectations allows companies to set their service
apart from competing businesses (Dominic et al., 2010).

Therefore, we offered the following hypothesis:

H4: Service quality positively affects customer retention.

The effect of quality service on customer retention through the mediation of customer
satisfaction

@mtomer satisfaction is measured in terms of the fulfillment of the gap between customer
expectation and customer actual experience; customer retention denotes the ongoing relationship
between the organization and its customer (Ibojo and Asabi, 2015).

Bowen and Chen (2001) underline the significance of customer satisfaction to ensure customer
retention and positively impact customer retention. Subsequently, the following hypothesis is
proposed:

H5: customer satisfaction mediate the relationship between quality service and customer

retention.

The effect of quality service on customer retention through the mediation of corporate
image

Khoo (2022) discovered that ge quality of service positively impacts both corporate image and
customer satisfaction. Some scholars stated there is a significant link between service quality and
brand image (Hsieh et al., 2018; and Wu et al., 2011). Earlier research indicates that service
quality acts as an antecedent of brand image and has positive influence on it (Hsiehet al., 2018,
and Wu et al, 2011). In various industries, multiple researchers have also validated the

significance and positive influence of perceived service quality on corporate image and brand
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reputation (Geraldine and David, 2013). Eervice quality positively affects corporate image. In
addition to giving a business a competitive edge, a good and positive company image promotes
customer buybacks gorter and Claycomb, 1997). Therefore, a positive corporate image in the
eyes of customers adds value and revenue to the business. As a result, banks use their corporate
image as a key instrument to improve their standing, keep clients, and increase profits (Lay,
Alhabsji , and Suharyono, 2018)%

erefore, the following hypothesis was proposed:

Ho6: corporate image mediate ge relationship between quality service and customer retention.

?hapter Three
3. Research Methodology

3.1 Introduction

1
In this chapter the study presents the methodology employed in the research, such as gsearch
design, research approach, population and sample of the study, sample size, sampling techniques,

types of data, data collection techniques, and the reliability analyses.

9.2 Research Design

The study used a mixed research design to analyze factors affecting customer retention in the
Ethiopian banking sector, particularly in the Commercial Bank of Ethiopia. The researcher
employed xplanatory research to clarify why and how there is a relationship between two or
more aspects of a situation or a phenomenon. The study also used descriptive survey design to

systematically describe the characteristics of a population.

Using the survey method, the researcher collected data from the target population. Through the
use of a structured and standardized questionnaire, the researcher collected data from a sample of
the population, and the results are representative to the population with a certain degree of error.
The researcher collected data by asking structured and predefined questions to the respondents.

Using quantitative design, the study will try to quantify the correlation and the strength of the
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2
independent variables (customer experience, service quality, customer satisfaction, corporate

image, loyalty, and trust) and the dependent variable (customer retention).

3.3 Research Approaches

The study employed a qualitative research approach to explore and understand why and how
customer experience (CEX), customer satisfaction (CSAT), service quality (SQL), corporate
image (CIMG), trust (TRS) and customer loyalty (CLOY) affect customer retention in the

Commercial Bank of Ethiopia.

3.4 Population of the study

The population of the study is all account holders of 5 branches (Bomb Tera, Anfo , Bethel
Michael, Musab and Sefere Eyor) with a total number of account holders of 27,648 , 15,015,
10,823, 10,001 and 10,823 respectively. Based on the June 2024 report, the total account holders

in these five selected branches was 77,387.

3.5 Sample Size

The study determined the sample size by using Yemane's (1967:886) formula. The Yamane
sample size formula is a widely used method for determining the appropriate sample size for a

survey or study when the population size is known.

N 77,387

n= n=s—————
1+N(e)2 1477,387(0.05)2

Where:
n = required sample size =398

N = population size = 77,387
e = margin of error (level of precision) = 0.05

From a population (N) of 77,387 customers with a 5% level of precision and a 95% confidence

level, as table | indicates, we got a sample of 398 respondents. Taking into account the total
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number of account holders in each branch, the researcher provided questionnaires to the
respondents and collected data from 51, 56, 77, 142, and 71 account holders of Mus’ab branch,

Bethel Michael branch, Anfo branch, Bomb Tera and Sefere Eyor branch, respectively.

Table 1.Sample size determination

Sr. No Stratfication population | sample | Number of samples to be
size=N size=n | collected from each Branch

1 Bomb Tera Branch 27,648 142

2 Anfo Branch 15,015 77

3 Bethel Michael Branch 10,823 56

4 Sefere Eyor Branch 13,900 398 71

5 Mus'ab Branch 10,001 51

Total Number of account Holders 77,387 398

3.6 Sampling techniques

The study used simple random sampling techniques to select the representative to the population.
The study prefer the simple random sampling technique to give each member of the population
an equal chance of being selected, and it is too cumbersome to reach out respondents (customers)

using other sampling techniques.

3.7 Type of data

Primary data were used in the research. Primary data were collected using simple random

sampling techniques Ey accidentally meeting customers in each selected branch of CBE.
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3.8 Data collection techniques

The study conducted a survey to collect the primary data with a structured and standardized

questionnaire from the selected samples.

3.9 Questionnaire design and measures

Customer experience (CEX), customer satisfaction (CSAT), rvice quality (SQL), corporate
image (CIMG), trust (TRS), customer loyalty (CLOY), and customer retention (CRET) were
constructs of the study, and all constructs were measured using items shown in Appendix A.
These @ms were based on a Likert scale that ranged from 1 (strongly disagree) to 5 (strongly
agree).

To conduct this study, the researcher borrowed items from earlier relevant studies. Items for the
constructs of customer experience, customer satisfaction, and customer loyalty were adopted
from a study conducted by (Manyanga, Makanyeza, and Muranda, 2022).Items used to measure
service quality, corporate image and trust were adopted from (Omoregie et al., (2019).On the
other hand, measurement items on customer retention were derived from (Fernandes and Pinto,
2019).The items for each construct centered on how customers perceived the bank's products and

services.

3.10 Eeliability Analysis

Reliability Analysis

Reliability analysis is a statistical method used to assess the consistency and dependability of a
measurement instrument or system. The study used GIonbach's Alpha (o), which is a standard
scale reliability test was used to assess questionnaire consistency. Table 2 shows that the least
Cronbach's Alpha () value from all variables was 0.702, which exceeded the standard value of
0.70(Cchen & Sayag, 2010). An indicator is deemed credible if its alpha value is 0.70 or more.
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To put it briefly, gl of the variables included in this study produced answers that were sufficient

for data analysis.

Table 2.reliability test

Reliability Statistics

Factors (variables ) Cronbach's Alpha N of Items
Customer experience (CEX) 0.702 6
Quality service (SQL) 0.765 7
Customer satisfaction (CSAT) 0.713 6
Corporate image (CIMG) 0.717 5
Trust (TST) 0.752 4
Customer loyalty (CLOY) 0.702 6
Customer retention (CRET) 0.798 7

Source: Own survey 2025

3.1 ﬁata analysis techniques

After the required data is collected, the study conducted three levels of data analysis using SPSS
v 25 Firsts, the study examined and presented descriptive statistics, such as frequency for
categorical data that had a demographic nature. The second analysis was the correlation analysis

that used to explore the degree of association between dependent variable and the independent
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variables. Finally, the research tried to find the impacts of the overall independent variable on the

dependent variable using direct regression analysis and regression-based mediation analysis.

The study employed the simple linear regression and Baron and Kenny’s (1986) method to
analyses the indirect impact of ch of the independent variables (customer experience and
quality service) on the dependent variable (customer retention) while the mediators are included
in the model. The Baron and Kenny’s (1986) method is a classical approach to test mediation in
a model. This approach help to checks whether the effect of an independent variable on a

dependent variable is transmitted through a mediator.

Ehapter four
4. Data presentation, analysis and interpretation

4.1. Introduction

This section presents the final result of the study, and the methodology used to achieve it was
covered. Background information about the respondents, reliability and validity analysis,
descriptive analysis, correlation analysis, and regression analysis was discussed and presented in
this section. To conduct this study, 398 questionnaires were distributed to the respondents.
However, 22 respondents failed to complete questionnaires; 376 respondents properly completed
the questionnaires and returned the survey, resulted in 94% csponsc rate. According to Hira and
Mugenda (1999); a response rate of 50% is appropriate for analysis and reporting. A 60%
response rate is supposed to be good, and 76% or more is considered exceptional. Hence, a 94%

response rate is excellent for reporting and analysis for this particular study.

4.2. Data Presentation & Analysis

In this section of the study, we present the data analysis using SPSS and the findings of the
study.

4.2.1 ﬁemographic characteristics of the Respondent’s
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In this part, the study presents the findings of the survey from the perspective of the respondent’s

demographic characteristics.

qable 3. Demographic characteristics of Respondent’s

IDemographic characteristics Frequency |Percent | Valid Percent
Sex of the respondent’s | Male 244 64.9 64.9
Female 132 35.1 35.1
Total 376 100.0 100.0
|Age of the respondent’s 20-30 147 39.1 39.1
31-40 128 34.0 34.0
41-50 49 13.0 13.0
51-60 34 9.0 9.0
61+ 18 4.8 4.8
Total 376 100.0 100.0
Marital ~ status of the Married 164 43.6 43.6
[Respondent’s Single 184 489 48.9
Divorced 18 4.8 4.8
Widowed 10 2.7 2.7
Total 376 100.0 100.0
[Education Background of] Primary school 70 18.6 18.6
the respondent’s High school 107 28.5 28.5
Diploma 64 17.0 17.0
BA Degree 120 319 319
Masters 15 4.0 4.0
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Total 376 100.0 100.0
(Current occupation of thel Unemployed 13 35 35
respondent’s Employed 179 47.6 47.6

Student 13 35 3.5

Self-employed | 159 423 423

Pensioner 10 2.7 2.7

Housewife 2 .5 5

Total 376 100.0 100.0
IFor how long you are the| Up to | year 19 5.1 5.1
customer of CBE Between 1 and 3|27 7.2 7.2

years

Between 3 and 5|44 1.7 1.7

years

Between 5 and 862 16.5 16.5

years

Between 8§ and 1037 9.8 9.8

years

More than 110|187 49.7 49.7

years

Total 376 100.0 100.0

Source: Own survey 2025

Table 3 shows that of the total 376 respondents, 64.9 percent were men and 35.10 percent were
women. This might suggest that men are more likely to visit and have customer and saving
relationships with the %ommercial Bank of Ethiopia in Addis Ababa city branches. This
demographic imbalance indicates female citizens in Ethiopia are less participant at work due to
various reasons. According to the World Bank (WB) report 2024, Ethiopia's female labor force
participation rate is 57.4%, while the male labor force participation rate is 78.4%. People with

jobs are expected to go to banks to save money and use other banking services.
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As table 3 demonstrate, respondents between the age of 20 and 30 make up the largest
percentage (39.10%), followed by those between 31 and 40 (34%), those between 41 and 50
(13%), those between 51 and 60 (9%) and those over 60 (4.8%).Based on the respondents age
distribution, majority of them are in their prime working years, making this group of the citizens
are economically active and inclined to visit banks for saving and other banking services. From
the research finding, as the age of the respondents goes up the inclination for visiting banks for
various service decline. Only 18 customers whose age are above 60 were participated and

completed the

According to Table 3, 48.9 percent of the 376 respondents were single, 43.6 percent of them
were married respondents. This could indicate that majority of the respondents were single and
married. This group of the society have the habit as well as the capacity to visit banks for saving
and other banking services. Divorced and widowed people were the least respondents with
respective percentage of 4.8 percent and 2.7 percent. This implies that, for unknown reason for

this study, Divorced and widowed people are less likely to come to banks for different services.

The above table 3 portrays 31.9% of the respondents have BA Degree, 28.5 % completed
secondary education, 17.0 % of the respondents have diploma, 18.6% of them are dropouts of
primary school and he least portion of the respondents completed their master’s degree (4%).A
comparatively well-educated respondents have higher propensity to visit banks and developed

saving habits rather than those of less educated portion of the respondents.

Table 3 portrays majority of the respondents are employed (47.6%) and followed by Self —
employed respondents who constitute 42.30% of the overall respondents. Employed people has
the propensity for saving and inclined to visit banks for various banking services. Unemployed
people, students, pensioners and housewives are the least participant in this study with a
respective percentage of 3.5%, 3.5%, 2.7% and 0.5% respectively. These group of the society are

less likely to visit banks and has no money for saving.

Table 3 indicate that of 376 respondents 49.7 percent stayed for More than 10 years being CBE
customer and remain loyal for the bank to use its products and services. 16.50 percent of the
respondents also remain loyal to use CBE services and products for a year between 5 and 8
years. Respondents who stayed as CBE customer for a years between 3 and 5 years constituted

11.70 percent from overall participants. This might suggest that customer is likely happy with the
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product or service, and the business is successfully retaining their business. The least

respondents with a percentage of 5.10% were new customers for CBE branches in Addis Ababa

city. This indicates that majority of the population in Addis Ababa has already an account with

CBE.

4.2.2 Bescriptive Analysis

Descriptive statistics were employed to assess the mean and the standard deviation of the

respondents’ scores. After obtained them, we then utilized it for further interpretation.

commonly used measure of central tendency is the mean.

Table 4. Descriptive Statistics

e most

Descriptive Statistics

N Mean Std. Deviation

Customer experience (CEX) 376 3.6135 0.61039
Quality service (SQL) 376 3.5186 0.64014
Customer satisfaction (CSAT) 376 3.5532 0.55522
Corporate image (CIMG) 376 3.6473 0.66227
Trust (TST) 376 3.4315 0.77490
Customer loyalty (CLOY) 376 3.5749 0.62699
Customer retention (CRET) 376 3.6216 0.57682
Valid N (listwise) 376

Source: Own Survey, 2025
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The above table 4 illustrate that the mean and the standard deviation value for each variable
depicts that respondents’ level of agreement with the ideas requested in the questionnaire was
significant and influential gctors affecting customer retention in the Ethiopian Banking Sector

particularly in Addis Ababa city Branches.

Based on ﬁe mean and standard deviation analysis for each independent variable, table 4
demonstrates that customer Qention in Commercial Bank of Ethiopia Addis Ababa city
branches is significantly influenced by customer corporate image (3.6473), customer experience
(3.6135), customer loyalty (3.5731), customer satisfaction (3.5532), service quality (3.5186), and
trust (3.4315).

Table 4 reveals that, on a Samoint Likert scale, the overall customer retention mean in CBE,
Addis Ababa city Branches 15 3.6216 with standard deviation of 0.57682 indicating moderate
variability. Among the factors affecting customer retention in CBE Addis Ababa city branches,
corporate image (3.6473) stands out the most influential factors followed by customer experience

with a mean of (3.6135).while trust is the least influential factor in customer retention practice.

4.?3 Correlation analysis

According to Gogtay and Thatte (2017), Correlation analysis is used to explore the degree of
association between dependent variable and the independent variables. The coefficient of
correlation, r, will essentially fall between -1 and +1, meaning that -1< r <+1.The value more
close to zero the relationship between the dependent and the independent variable is weak.
When the value approaches to -1 Or =1, the variables have a negative or positive correlation
respectively. Though, correlation analysis explains the strength of the relationship, g does not
explain the variables are the cause or the effect.

In this analysis, the link between the dependent and the independent variables has been analyzed
using SPSS- the bivariate Pearson Product-Moment Coefficient (r).The study used bivariate
Pearson Product-Moment Coefficient (r) to determine the strength ofhe relationship between

customer retention (Independent variable) and customer experience, service quality, customer

satisfaction, corporate image, trust, customer loyalty. The study follows the guideline suggested
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by Gogtay and Thatte (2017), as a basic spectrum of interpreting correlation coefficient. The
correlation coefficient (r) is categorized by him as follows:
The correlation coefficient (r) is categorized by him was as follows: A value between 0 and -0.5

5
as well as 0 and 0.50 are weak. The value between -1 and -0.5 as well as 1 and 0.5 are strong.

Table 5. Correlation test

Correlations
CEX SQL CSAT CIMG TST CLOY CRET
CEX Earson Correlation |1
Sig. (2-tailed)
N 376
SQL  |Pearson Correlation |.577"" |1
Sig. (2-tailed) 000
N 376 376
CSAT |Pearson Correlation |.578"" |.763™ 1
Sig. (2-tailed) 000 |.000
N 376 376 376
CIMG |Pearson Correlation |.436™ |.6717 627" 1
Sig. (2-tailed) 000|000 |.000
N 376 376 376 376
TST |Pearson Correlation |.546™ |.745" |.636™ |.683" |1
ig. (2-tailed) 000|000 |.000  |.000
N 376 376 376 376 376
CLOY |Pearson Correlation |.709"" |.741"  |.684™ [510™ [.639" |1
1g. (2-tailed) .000 .000 .000 .000 .000
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N 376|376 376 376 376 376

CRET |Pearson Correlation | 663" |.773" | .679" [562"  |.678" [.804" |1
ig. (2-tailed) 000 |.000 000 000 .000 .000
N 376|376 376 376 376 376 376

**_ Correlation is significant at the 0.01 level (2-tailed).

Source own survey 2025

gccord.ing to table 5, the correlation matrix demonstrate that all the independent variables (the
factors affecting customer retention) has a positive and strong correlation with the dependent
variable (customer retention). There is significant strong positive relation between customer
loyalty and customer retention with correlation coefficient of (r) =0.804. There is also high
positive correlation between service quality and customer retention with correlation coefficient
of (r) =0.773 Ec relationship between corporate image, trust, customer satisfaction, and
customer experience with customer retention is strong with correlation coefficient of (r) 0.562,

0.678, 0.679 and 0.663 respectively.

4.2.4 Regression Analysis

According to Gujarati, D.N. (2006), regression analysis is the most important tool to analyze and
to create an acceptable empirical causal connection between independent and dependent.
Correlation analysis is used to explore the degree of association between dependent variable and
the independent variables. It did not explicategghether the relationship is significant or not. Thus,
regression analysis is broadly used to make predictions. It helps to answer the question what
would happen to dependent variable if a unit change 1 one of the independent variable, while
other independent variable remain constant.

The study applied simple linear regression analysis and regression-based mediation analysis to
answer the research questions and hypothesis since there are two independent variables and four
mediators in the mode. Before the execution of the regression analysis, some assumptions need
to be confirmed. These include test for linearity, normality, multicollinearity autocorrelation and

Heteroscedasticity.
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Normality Test

To determine the dataset are normally distributed, we used both graphic and analytical methods.
Graphically, the study inspects histograms to confirm the data sets are normally distributed. The
bell-shaped form of the histogram displays that most scores are concentrated close to the

distribution's center and suggests that the datasets are normally distributed.

Graphically, the study used histogram to evaluate the residuals' normal distribution, as shown in
Figure 2. The findings show that most standard residuals are quite near to the curve, but some
depart slightly from it. The bell-shaped histogram indicates that most scores are concentrated and

close to the distribution’s center.

Figure 2.Normality test
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Source: own survey and SPSS

Histogram
Dependent Variable: CRET

Mean = 1.06E-14
Std. Dev. = 0.992
N =376

Analytically, the study conducted statistical tests like Skewness and Kurtosis.Hair et al. (2010)

and Bryne (2010) argued that the data sets are normally distributed if a Skewness values are in

between -2 and +2, and Kurtosis values are in between -7 and +7.

Table 6. Normality test using Skewness and Kurtosis

Statistics
CEX SQL CSAT |CIMG |TST CLOY |CRET
@ Valid 376 376 376 376 376 376 376
Missing [0 0 0 0 0 0 0
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Mean 3.6135 |[3.5186 [3.5532 |3.6473 [3.4315 |3.5749 |3.6216
Skewness -.677 -.860 =717 -983 -.559 -.868 =705
Std. Error of [.126 126 126 126 126 126 126
Skewness

Kurtosis -.350 -.095 -.097 129 -.555 - 109 -590
Std. Error of [ .251 251 .251 251 251 251 251
Kurtosis

Source: own survey and SPSS

From table 6 above, ﬁe Skewness value of all the variables is in between -2 and +2, and the
Kurtosis falls in between -7 and +7.

ewness and Kurtosis values are therefore between -2 and +2 and -7 and +7, respectively, and
the histogram shows a bell-shaped pattern. As a result, we infer that the data sets satisfy the

normality assumption of the regression and are normally distributed.

Einearity

The linearity assumption in regression analysis deals the relationship between independent
variable and dependent variables. Linearity assumption suggests that the relationship between the
dependent and the independent variables should be linear, Gujarati, D.N. (2006).A scatter plot
created with SPSS was used to evaluate the model's linearity. There is a linear relationship
between the dependent and independent variables if the scatter plot's points nearly lie along a

straight diagonal line.

Figure 3.Linearity test
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Normal P-P Plot of Regression Standardized Residual

Dependent Variable: CRET
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As portrayed in Figure 3, the independent (predictor) and dependent variables have a linear

relationship. Hence, model fulfill the regression assumptions called linearity.

Multi-colinearity Test

The multi-collinearity test is used to decide if two or more predictors have a significant
correlation. Multi-colinearity Test was verified by using the variance inflation factor (VIF) and
tolerance. According to Shrestha (2020), there is no multi-collinearity 1f the tolerance value is

greater than 0.2 and the VIF value falls between | and 5.

Table 7. Multi-Collinearity Test

Model Collinearity Statistics
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Tolerance VIF
1 (Constant)

Customer experience (CEX) 0.474 2.111
Quality service (SQL) 0.256 3.907
Customer satisfaction (CSAT) 0.358 2.797
Corporate image (CIMG) 0.451 2.219
Trust (TST) 0.364 2.744
Customer loyalty (CLOY) 0.317 3.154

Source: Own survey 2025

Table 7 shows that the tolerance level is larger than 0.1 and the VIF for each independent

variable is less than 5. As a result, there is no multi-collinearity issue in the model.

Autocorrelation test

Using SPSS, Ee Durbin Watson (DW) test was used to evaluate the existence of autocorrelation.

ccording to Brooks (2014), if the DW test is between 1.5 and 2.5, the model is free of

7
autocorrelation. From this study, from 376 respondents and 6 independent variables the DW test

statistic value for the model was 1.998 as a result, the model is free from autocorrelation issue.

Table 8. Autocorrelation test

Model Summary®
Adjusted R |Std. Error of the
Model [R R Square | Square Estimate Durbin-Watson
1 856" 733 729 .30036 1.998

a. Predictors: (Constant), CLOY, CIMG, CEX, CSAT, TST, SQL

b. Dependent Variable: CRET

Source: own survey, 2025

Heteroscedasticity test
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According to Damodar Gujarati (2006), Heteroscedasticity (the violation of homoscedasticity)
occurs when the variance of the error term in a regression model varies across all observations.
This goes against the traditional linear regression assumption, which could result in biased

standard errors and inaccurate statistical conclusion.

Figure 4. Heteroscedasticity test
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Figure 4 above, Ee residuals are exhibited in a random pattern. This implies that there is no
evidence of heteroscedasticity. As a result, it is appropriate to say one of the assumption of
classical regression analysis i.e. Homoscedasticity or constant variance of the error term is
fulfilled. Based on the evaluation of the data from each of five tests, the researcher has
concluded that there are no significant data problems that would indicate a significant violation

of the assumption of classical linear regression.
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4.2.5 Regression Analysis results

This study’s model contains two independent variables (customer experience and quality service)
and four mediating variables (trust, customer loyalty, customer satisfaction, and corporate image)
in between the dependent variables and the dependent variable (customer retention).The
incorporation of mediating wvariables in the model, imposed the researcher to execute two
separate regression analysis. The first is simple linear regression for the direct effect of the
independent variables on the dependent variable. The second regression analysis is regression-

based mediation analysis for indirect effect.

ﬁe results of the direct regression analysis show how customer experience and quality service
directly affect customer retention. On the other hand, the indirect regression analysis shows how
customer experience indirectly affects stomer retention through the mediation of trust and
customer loyalty, and in addition, it analyses the impact of quality service on customer retention

via the mediation of customer satisfaction and corporate image.

The study employed the standard SPSS regression and Baron and Kenny’s (1986) method to
analyses the indirect impact of ch of the independent variables (customer experience and
quality service) on the dependent variable (customer retention) while the mediators are included
in the model. The Baron and Kenny’s (1986) method is a classical approach to test mediation in
a model. This approach tests whether the g&ct of an independent variable on a dependent
variable is transmitted through a mediator. In Baron and Kenny's (1986) approaches to
mediation analyses, the process is conducted in a four —step regression, which determines the
nature of the relationship between the variables. The nature of the relationship between the
variable may be full mediation or partial meditation. Full mediation between the variables 1sts,
when the independent variable no longer has a significant effect on the dependent variable after
the mediator has been controlled for. Once the mediator is incorporated in the model, the
independent variable no longer has a significant direct effect on the dependent variable .Partial
mediation exists when the effect of the independent variable on the dependent variable is
significantly reduced in magnitude but still remains statistically siﬁiﬁcant after the mediator is

controlled for. The mediator explains part of the relationship, but the independent variable has
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still direct significant impact on the dependent variable. To decide whether full mediation or
partial mediation exists, the study employed Sobel test. The execution of this test support the
researcher to confirm the statistical significance of the mediating variable, whether it
significantly carries the effect of independent variables to the dependent variable. The p-value of
the direct effect after including the mediator (¢’) determines whether mediation is full or partial:
If the p-value is insignificant, there is full mediation, while a significant p-value indicates partial

mediation.

Direct effect

In this section, the study presents gc direct effect of customer experience and quality service on
customer retention 1 the commercial bank of Ethiopia, Addis Ababa, city branches. The study
aimed to examine the direct influence of both customer experience and service quality on
customer retention in the commercial bank of Ethiopia, Addis Ababa, city branches, through the
mediation of trust, ustomer loyalty, customer satisfaction, and corporate image. The
interpretation and the narration between the independent variables and the dependent variable are
presented using standardized beta (P) rather than unstandardized beta (B). Standardized beta (]3)
used in regression analyses to compare the relative sirength and direction of the independent
variables in the model. Based on this fact, this study also tries to examine the significance and
the relationship direction between the independent variables (customer experience and quality

service) and dependent variable (customer retention).

Table 9.%1& direct effect of customer experience and quality service on customer retention

P (standardized
Path Predictor(s) SE ) t-statistics Sig.
Coefficients)
-gustomer experience — | Customer
0.037 0.663 17.141 0.000

customer retention experience
quality service —

) quality service 0.03 0.773 23.588 0.000
customer retention
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Source: own survey, 2025

The above table 9 indicates, customer experience has a strong, positive and statistically
significant direct relationship with customer retention in the study area with (B=0.663, P <
0.05).Similarly, quality service has also has a strong, positive and statistically significant direct

relationship with customer retention with (§=0.773, P <0.05)
Mediation Analysis

In this part, the study examine the conditions through which the independent variables (customer
experience and quality service) affect the dependent variable by incorporating the mediating
variables that are trust, customer loyalty, customer satisfaction, and corporate image in the

commercial bank of Ethiopia, Addis Ababa, city branches.

In regression-based mediation analysis, there are two types of mediation. These are full
mediation and partial mediation. Full mediation between the variables exists when the mediator
is considered and the independent variable no longer has a significant impact on the dependent
variable. Once the mediator is incorporated into the model, éﬂ independent variable no longer
has a significant influence on the dependent variable. Partial mediation occurs when the impact
of the independent variable on the dependent variable is slightly reduced but remains statistically
significant after accounting for the mediator. Even when the mediator only partially describes the
relationship, the independent variable still has a direct and significant impact on the dependent

variable.

The study used both unstandardized beta (B) and standardized beta (B) as appropriate. The
researcher used unstandardized beta (B) to test the proposed hypothesis and to test the Soble test.
The Soble test considers the unstandardized beta (B) and standard error (SE) to confirm the
significance and the direct impact of the dependent variables(customer experience and quality
service) on the dependent variable(customer retention) when the mediators (trust, customer
loyalty, customer satisfaction, and corporate image) included in the model. Likewise, the study
used standardized beta (B) used in regression analyses to compare the relative Qength and
direction of the independent variables in the model. Hence, based on the above facts and the
bellow table 10, the interpretation and the narration of the regression-based mediation analysis

21
results will be discussed and presented 1n the next section. The researcher discussed the findings
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of the study for each of the mediators (trust, customer loyalty, customer satisfaction, and

corporate image) separately.

Table 10.Regression-based Mediation Analysis

B B Sobel
I-
Path Predictor(s) (Unstandardized | SE (standardized | Sig. test p-
statistics
Coefficients) Coefficients) value
Trust as a Mediator
customer experience —» trust customer experience 0.693 0.055 0.55 0.00 12.6
trust — customer retention trust 0.505 0.028 0.68 0.00 17.9
customer experience and trust —
. customer experience 0.336 0.03 0.45 0.00 10.3 0.00
customer retention
Estomer Loyalty as a Mediator
customer experience —
customer experience 0.728 0.037 0.71 0.00 19.5
Customer loyalty
Customer loyalty — customer
. Customer loyalty 0.74 0.028 0.8 0.00 26.1
retention
customer experience and Customer . )
. customer experience 0.617 0.039 0.67 0.00 15.8 0.00
loyalty — customer retention
gustumer satisfaction as a Mediator
Quality service — Customer . . B )
Quality service 0.662 0.029 0.76 0.00 228
satisfaction
Customer satisfaction — Customer
. . . 0.705 0.039 0.68 0.00 17.9
customer retention satisfaction
Quality service and Customer . .
. . . Quality service 0.221 0.052 0.21 0.00 14.2 0.00
satisfaction — customer retention
Corporate image as a Mediator
Quality service —Corporate image | Quality service 0.694 0.04 0.67 0.00 17.5
Corporate image — customer
Corporate image 0.489 0.037 0.56 0 23.6

retention
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Quality service and Corporate

0.038 0.08 0.079 10.5 0.00

image — customer retention

Corporate image ‘ 0.068

Source: own survey, 2025

Trust as a Mediator

The above-provided table 10 esents the result of the path analysis (mediation analysis) using
SPSS to understand gﬁ relationship between the three variables: customer experience (CEX),
trust (TST) and customer retention (CRET).The Sobel test result is also included to confirm
whether the mediating variable trust (TST) significantly transports the effect gf customer

experience (CEX) on customer retention (CRET).

The key findings from regression shows that customer experience significantly affects trust with
(B = 0.55, P < 0.05).Trust also significantly predicts customer retention with (B'= 0.68, P <
0.05).

When trust (TST) included in the model, as a mediator, the direct effect of customer experience
(CEX) on customer retention (CRET) with (B = 0.45, P < 0.05) is still significant but reduced
compared to the total effect (B = 0.663) because the mediators accounts for some or all of the
original direct relationship between customer experience and customer retention in the

7
commercial bank of Ethiopia, Addis Ababa, city branches.

The Sobel test statistic of 8.371 is highly significant (P<0.05), formally confirming that the
indirect path through the mediator trust (TST) statistically significant. The mediator trust (TST)
significantly carries the etfect of customer experience (CEX) on customer retention (CRETéThe
reduction in the effect of the independent variable (CEX) from (B = 0.663) to (B = 0.45) on the
dependent variable (CRET) after introducing the mediator (TST) is statistically meaningful and
significant with (P<0.005) from the Sobel test. Therefore the study confirms that there is partial

mediation.
Customer Loyalty as a Mediator

The above table 4.9 summarizes the result of a mediation analysis, which explores the
relationship between customer experience (CEX), customer loyalty (CLOY), and customer
retention (CRET).The results indicate that customer experience (CEX) ?as a direct effect on both
customer loyalty (CLOY) and customer retention (CRET). Customer loyalty (CLOY) has also a
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direct effect on customer retention (CRET) and it mediates the relationship between customer

experience (CEX) and customer retention (CRET).

The path analysis shows that customer experience (CEX) significantly predicts customer loyalty.

ustomer experience (CEX) has a direct, positive and significant effect on customer loyalty
(CLOY) with (B=0.71, P < 0.05).similarly, Customer loyalty (CLOY) has a direct, positive and
significant effect on customer retention (CRET) with (B = 0.80, P < 0.05).

When customer loyalty (CLOY) cluded in the model, the direct effect of customer experience
(CEX) on customer retention (CRET) with (B = 0.67, P < 0.05) is still significant but somewhat
reduced as compared to the total effect (B = 0.627). The indirect path through the mediator
customer loyalty (CLOY) is statistically significant (P<0.05), as confirmed by the Sobel test. The
impact of customer experience (CEX) on customer retention (CRET) is mostly carried by the
mediator customer loyalty (CLOY).After adding the mediator (CLOY), the effect of the
independent variable (CEX) on the dependent variable (CRET) decreased from (B = 0.627) to (B
=0.617), which is statistically significant (P<0.05).The Sobel test confirms that partial mediation

occurs.
@ustumer satisfaction as a Mediator

The table provided above outlines the findings of a mediation analysis that investigates the
connection between rvice quality (SQL), customer satisfaction (CSAT), and customer retention
(CRET). The findings indicate that quality service (SQL) directly influences both stomcr
satisfaction (CSAT) and customer retention (CRET). Additionally, customer satisfaction (CSAT)
directly affects customer retention (CRET) and mediates ge relationship between quality service
(SQL) and customer retention (CRET).From the mediation analysis, the ﬁndingsqﬁustrate that
quality service significantly predicts customer satisfaction, and it has a direct, positive, and
significant connection with (B = 0.76, P < 0.05).Customer satisfaction also significantly predicts

customer retention and has a positive, direct and significant relationship with (B = 0.68, P <

0.05).

When customer satisfaction (CSAT) is incorporated g the model, the direct effect of quality
service (SQL) on customer retention (CRET) with (B = 0.21, P < 0.05) is still significant but
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substantially reduced as compared to the total effect (B = 0. 0.773).The Sobel test p-value of 0.00

or the associated t-statistics of 4.178) indicates a highly significant indirect effect. This suggests
éat customer satisfaction significantly mediates the relationship between quality service (SQL)
and customer retention (CRET).The Soble test p-value (P < 0.05), suggesting that there exist

partial mediation in the model.
Corporate image as a Mediator

The above table 10 presents the findings of a mediation analysis that investigates the connection
between service quality (SQL), corporate image (CIMG), and customer retention (CRET). The
findings indicate that service quality (SQL), directly influences both corporate image (CIMG)
and customer retention (CRET). Additionally, corporate image (CIMG) directly affects customer
retention (CRET), and mediates% relationship between service quality (SQL) and customer
retention (CRET).

From the findings, service quality significantly ﬁ:dicts corporate image (B=0.67, P < 0.05), and
corporate image significantly predict customer retention (B=0.56, P < 0.05).When corporate
image is included, the direct effect of quality service becomes insignificant (B=0.08, P=0.079).

The Sobel test P-Value for the indirect effect is 0.079, which is greater than the conventional
(P<0.05) significance threshold. It indicates that there is full mediation. The result indicates that
the direct effect of quality service becomes insignificant after the inclusion of corporate image as
a mediating variable. In this case, corporate image explains the connection Eetween the

independent variable (quality service) and dependent variable (customer retention).




4.2.6 Testing research hypotheses

The study hypothesized that both customer experience and quality service directly affect
customer retention. In addition, customer experience affects customer retention through the
mediation of trust and customer loyalty. Further, the study also hypothesized quality service also
affects customer retention via customer satisfaction and corporate image. Therefore, the research
hypothesis for each of the models' independent variables was tested using separate simple linear
regressions. Regression analysis is the best tool to provide sufficient information for the
researcher to make informed and accurate decisions on the relationship between the independent
variables (customer experience and quality service), the mediating variables (trust, customer
loyalty, customer satisfaction, and corporate image), and the dependent variable (customer
retention). The hypotheses of the study were tested using regression-based mediation analysis

following Baron and Kenny’s (1986) approach, supported by Sobel tests.

From the regression analysis result, we determined the value of p and unstandardized beta (B) for
each independent construct of the model, which can explain Eﬁ; level of statistical significance
and relationship between the two variables (dependent and independent variable).If the p-value is
less than 0.05, the independent variables are statistically significant and imply that there is strong
evidence against the null hypothesis. Hence, we reject the null hypothesis and accept the

alternative hypothesis. Table 3333. Presents a summary of the hypothesis, corresponding paths,

statistical results, mediation type, and decision.
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Table 11.Summary of hypotheses testing results

Key statistics Sobel test
Hypotheses Mediation Type | Decision
Hypotheses relationship (Beta, P-value) P-value

Customer experience —

H1 B=0.627,P<0.005 - Direct effect Accept

stomer retention

Customer experience — Trust

H2 ) B=0.336, P<0.005 | P<0.005 | Partial Mediation | Accept
— Customer retention
Customer experience —

H3 Customer loyalty— Customer B=0.617, P<0.005 | P<0.005 | Partial Mediation | Accept
retention
Quality service Hgstomm

H4 B=0.697,P<0.005 - Direct effect Accept
retention
Quality service — Customer

H5 Satisfaction — Customer B=0.221,P<0.005 | P<0.005 | Partial Mediation | Accept
retention
Quality service — Corporate

Hé6 v P B=0.068, P=0.079 [ P<0.005 Full Mediation | Accept

Image — Customer retention

The above hypothesis table revealed that all six hypotheses are statistically significant, with p-

values of 0.000 (P<0.05) for every relationship. This indicates there is strong evidence against

the null hypotheses (which would state no relationship exists) and in favor of the alternative

hypotheses.
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4.2.7 Discussion

The study examined the effects of customer eﬁerience and quality service on customer retention

in the Ethiopian banking sector, particularly mn commercial bank of Ethiopia Addis Ababa city
18

branches, with trust, customer loyalty, customer satisfaction, and corporate image as a mediating

variable.

The findings indicate that customer experience and quality service significantly, directly and
positively influence customer retention. Furthermore, trust and customer loyalty partially
mediate the relationship between customer experience and customer retention. Similarly,
customer satisfaction partially mediates quality service and customer retention, however,

corporate image does not mediate quality service and customer retention.

Customer experience directly help companies to improve customer retention, since positive
interaction between customers and the company ultimately build emotional attachment. When
customers perceived positive emotion, they build an emotional bondage with the brand and they
feel valued. The emotional loyalty developed in the minds of the customer, is becomes a

powerful predictor for customer retention.

The mediating variables, trust and tomer loyalty serve as a crucial mediators between
customer experience and customer retention, and functioning as emotional and rational bridge
that changes positive interaction in to long-term relationship. The findings of the partial
mediation effect indicate that customer experience influences customer retention both directly

3
and indirectly through trust and customer loyalty.

The findings of this study reveals that quality service has a significant and positive effect on
1

customer retinoid 1 the Ethiopian banking sector, particularly in commercial bank of

Ethiopia(CBE).This indicates that customers are more likely to continue their relationship with

the bank when the perceive the quality of the service.
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Based on the study’s findings, customer experience significantly predicts customer retention. A
previous study conducted by Cambra-Fierro et al. (2021) in this correlation reveals that customer
experience 15 the most important factor to retain the existing customers. Customer experience
further significantly affects trust and this finding is consistent with the findings by a perilous
study conducted by Huddin et al., (2024).Furthermore, the study’s finding reveals that customer
experience positively, significantly, directly affects customer loyalty. Customer loyalty affects
positively and mediates customer experience and customer retention this finding of the study was
confirmed and ascertained by a study conducted by (Manyanga, Makanyeza, and Muranda,
(2022) and Huddin et al., (2024).

As the study proposed, service quality significantly, directly, and positively affects customer
retention, and the finding is consistent with Haniyah and Manual (2023) and (Gazi et al., 2024)
and confirms the finding of the previous studies. The study also concludes that customer
satisfaction also has a significant impact on customer retention and plays a ediating role
between quality service and customer retention. This study’s findings are in line with and
consistent with the findings by the previous scholars Haniyah and Manual (2023) and (Gazi et
al., 2024). Additionally, the study also found that customer satisfaction plays a mediating role
between quality service and customer retention. Similarly, Dam, S.M., and Dam, T.C. (2021)
confirmed that there is a significant and positive relationship between service quality and

customer satisfaction.

A previous study conducted by Adisucipto, Alhabsji, and Suharyono (2018) confirmed that
quality service significantly affects corporate image, and it in turn affects customer retention.
This study also found that quality service significantly and positively affects corporate image and
corporate image also significantly affects customer retention. This finding confirm the proposed
hypotheses and the previous study findings. Generally, the research findings supported the

proposed hypotheses and are in line with and consistent with the previous studies” findings.
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Chapter five
5. Conclusion and recommendation

5.1. Introduction

This chapter address the study’s conclusion, recommendation, limitation and area for further
study by splitting in to four separate parts. The conclusion which is the first part summarize the
research’s finding. The study offer recommendation in the second section, by taking into account

e gaps in the study’s conclusion. The limitation of the stud presented in the third section. In the
fourth part area for further study included the topics that should be examined in any research
about the factors affecting customer retention in commercial bank of Ethiopia particularly 1

Addis Ababa. Based on the findings of the study, conclusion and recommendations were made.

5.2. Summary

Currently, the banking industry across the world witnessed intense competition. Being part of the
world, banks in Ethiopia face the challenges arising from competition in the industry. Due to this
prevalence of the stiff competition in Ethiopia, the commercial bank of Ethiopia market share in
terms of deposit falls through time. According to the National Bank of Ethiopia’s (NBE)
financial stability report (National Bank of Ethiopia, 2024),CBE market share in deposits at the
end of June 2022, June 2023, and June 2024 constituted 51.30 percent, 48.70 cent, and 47.1
percent, respectively, of the whole banking sector. The decline in deposit market share that was
the result of stiff competition was the researcher motive to conduct this study titled “factors
affecting customer retention in the Ethiopian banking sector (study on commercial bank of
Ethiopia customers in Addis Ababa)”.

Customer retention is the most profitable business strategy for banks. Therefore, the commercial
bank of Ethiopia has to retain customers since the competition in the industry is intense. CBE
can maintain customer retention if it deliver exemplary service quality, work diligently to
improve customer experience, build trust, customer loyalty, and good corporate image, and

assure customer satisfaction.
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This empirical research study mainly focuses on identifying and ranking Ee factors affecting
customer retention in the Ethiopian Banking industry, particularly in the commercial bank of
Ethiopia (CBE) city branches in Addis Ababa. This study also focuses in examining the
mediating role of trust, customer loyalty, customer satisfaction, and corporate image between the
dependent variables (customer experience, quality service) and the independent variable

(customer retention).

1
Utilizing simple random sampling techniques, branches in Addis Ababa gere selected for
examination. Primary data sources were used for data collection. Primary data were gathered
through a structured questionnaire survey distributed to 389 estimated sample respondents,

resulting in 376 responses.

“le findings of this study disclose that service quality is the most important and significant
factor, followed by customer experience that has a strong, significant, and positive impact on
customer retention in the Commercial Bank of Ethiopia in Addis Ababa. The mediator variables
also have 1gniﬂcant and positive impact on customer retention .The most important mediator
variable based on the finding of the study is customer loyalty followed by trust, customer

satisfaction and corporate image respectively.

Based on these findings, gc study recommends that commercial bank of Ethiopia (CBE) should
focus on these critical factors to enhance customer retention. The commercial bank of Ethiopia
should have to give strong emphases on delivering quality service and working diligently to
improve customer experience. Good customer experience bring customer trust and motivate the
customer to be loyal. On the other hand, the provision of quality service brings customer
satisfaction and boost corporate image. The realization of all the mentioned factors ultimately

bring customer retention.

5.3. Conclusion

The .motive for this research was to study and identify the factors affecting customer retention in
1
the commercial bank of Ethiopia, Addis Ababa city branches. In addition, examining the direct

and indirect effect of ge independent variables (customer experience and quality service)
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through the mediation g'trust, customer loyalty, customer satisfaction, and corporate image on
the customer retention was its motive. Furthermore, the motivation behind this study was to rank

the most significant factors according to how much of an impact they had on customer retention.

The study’s findings reveal that customer experience and quality service has a direct, strong and
significant impact on customer retention in the commercial bank of Ethiopia. %e finding of the
study confirms both customer experience and quality service plays a critical role in marinating
long term customer relationship. Customers are more likely stick with CBE if they perceived
greater customer experience and gained high quality service. CBE has to create greater customer
experience by proactively understanding the customer need, improve service for customers at all
touch points. Thus, build customer trust and customer loyalty and ultimately maintain customer
retention. Furthermore, the findings demonstrate that trust, customer loyalty, customer
satisfaction, and corporate image are significant mediating variable in Eetween customer

experience, quality service and customer retention.

The mediator variables also gve significant and positive impact on customer retention 1 the
commercial bank of Ethiopia’s Addis Ababa city branches. The most important mediator
variable based on ge finding of the study is customer loyalty followed by customer satisfaction
trust and corporate image respectively. All variables included in the model has a significant
influence on customer éention in commercial bank of Ethiopia Addis Ababa city branches.

findings of this study also disclose that service quality is the most important factor, followed by
customer experience which has a strong, significant, and positive impact on customer retention

in the Commercial Bank of Ethiopia in Addis Ababa.

The study firmly conclude that customer retention is a complicated result of a series of favorable
interactions and perceptions. If CBE aspire to attain customer retention, first greater customer
experience and high quality service should be achieved. The presence of a good customer
experience builds trust and customer loyalty. Ultimately, customer retention would be
maintained. On the other hand delivering quality service resulted in greater customer satisfaction
and good corporate image, in turns maintain customer retention. The regression analysis offers
strong statistical support for a comprehensive approach to business strategy: investing in

excellent customer service and customer experience consistently increases customer satisfaction,
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trust, loyalty, and a positive corporate image, all of which individually and collectively guarantee

long-term customer retention.

5.4 Recommendation

Based on the study’s findings, the researcher would like to recommend Commercial Bank of

Ethiopia:

The analysis result of the demographic characteristics show that the customer base is
predominantly male. Hence, CBE has to work to increase the number of female customers. To
increase the number of women customers, CBE has to host financial literacy workshops or

networking events tailored to the specific needs of women in the local business community.

62
Based on the respondent’s age, majority of the customer of CBE are young who % in the age
between 20 to 40 years old. This age group is highly tech-savvy. CBE should prioritize an
excellent, intuitive mobile banking application, offering features like instant transfer, and in-app

customer support to meet the expectation of this younger, digital native group.

The findings in regard to marital status, majority of the customer fall in this age group. Hence,
CBE should have to innovate new saving and loan products. Some products were already
introduced to the customer with the attached benefit package. Thus CBE should have to check

the implementation of these benefit package.

The research found that the vast majority of CBE customers are employed and self-employed.
Therefore, CBE should have to enhance SME (small and medium-sized enterprise) by providing
loans. The self-employed segment of the customer requires business banking solution like
favorable loan terms. For employed customer, CBE should have to avail personal loans and

digital based loans.

As the research findings indicate, CBE customer are loyal with nearly half of the respondents
had a banking relationship for over 10 years. Hence, the researcher would like to recommend
CBE to increase saving interest rate, reduce various fees, assign customer relationship manger

and invite customer for various events for those loyal customers.
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Based on the regression analysis, CBE should have provide exemplary service quality, work
diligently to improve customer experience at each customer touch points whether it may be
physical or online touch points. The customer experience in CBE should have to be great. This

will be achieved while our physical and online touch points were great.

The third most important factor that affect customer retention in the commercial bank of Ethiopia
is customer loyalty. Hence, CBE should to work to improve customer loyalty. Customer loyalty
will be built if CBE improve customer experience at all customer touch points, it may be

physical or online touch points.

Customer satisfaction also play a crucial role in customer retention in CBE. Still the level of
customer satisfaction not as much expected and the bank should have to improve customer
satisfaction by providing quality service. Hence, CBE should have to conduct service quality

assessment and take appropriate measures based on the assessment findings.

Customer trust also an important influencer on customer retention, especially for banking sector
since banks safe guard the customer money. CBE should have to avoid any failures that damages
trust, it may be physically or in digital products. Hence, CBE should give much emphasis on
staff integrity and skill up the IT professionals with the most updated banking technology to keep

our customer account from any frauds.

According to the study’s finding, the least important factor which affect customer retention in
CBE is corporate image. It is the overall perception of a company in the minds of the public.
Much is expected from companies to put perception in the mind of the public. Therefore, CBE

would need to be exceptional in its services, offerings, and dedication to corporate citizenship.

5.5. Limitation and area for further study

Buring the course of this investigation, the following limitations were discovered: First, the lack
of up-to-date statistical research tools to run the regression analysis for models contains multiple
mediators and limit the researcher to test the indirect effect. The study only consider six factors -

2
customer experience, service quality, customer satisfaction, corporate image, loyalty and trust-
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7
that may have an impact on customer retention in Ethiopian banking sector, specifically CBE

branches in Addis Ababa. Thus, may lead to potential for misleading results, omitted variable

bias, and reduce generalizability.

Methodologically, out of 32 commercial banks operating in Ethiopia, only one Bank will be
investigate for this research purpose. The sample size to be examined is also too small in

comparison to the population, despite the fact that CBE has excessive number of customers.

Though %s study provides insights into the factors affecting customer retention in Ethiopian
banking sector, several areas being remain open for further investigation. First, the study
consider only six determinants of customer retention such as customer experience, ervice
quality, customer satisfaction, corporate image, customer loyalty and trust. Consequently, it
opens room to investigate customer retention by incorporating other contemporary constructs in

the study.

Its scope was geographically and limited in the banking sector only. Hence, several avenues for
future research emerge to address the study’s limitations and contribute further to the body of
knowledge. In addition, the study incorporated only six independent variable. This may open
room for researcher to conduct further study by considering other contemporary factors which

may affect customer retention in recent banking industry landscape.

gesidc these, future research can also focus on extending this study to other regions and country
wise by using an additional determinant variable and drawing a comparative analysis of

customer retention in banking industry.

5.6 Implications
%c findings of this study provides both theoretical and practical implications. For researcher and
manager in the banking sector, this study offer significant theoretical and practical implication.
e study provides an in-depth understanding of customer retention mechanism by looking at the
direct and indirect effects of customer experience and quality service on customer retention
through trust, customer loyalty, stomer satisfaction and corporate image. The study found that
customer experience and quality service e significant determinants of customer retention for
anking sector, particularly in the commercial bank of Ethiopia. This finding of the study

strengthen the existing relationship marketing theory and service quality theory.
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The study provide significant implication for the bank’s management. As the study finding
shows, customer experience has a strong and significant impact on customer retention.
Therefore, manager should give emphasis on managing the entire journey (pre-service, on
service and post service) interaction between the customers and the bank (CBE).The significant
effect of quality service on customer retention and customer satisfaction demonstrate that CBE
should have to provide reliable, consistent service to the esteemed customers. Like customer
experience and quality service, trust, customer loyalty, ustomer satisfaction and corporate image
has a positive impact on customer retention. Consequently, CBE management should have to
work diligently to improve all the factors. CBE should have to work to improve operational
efficiency, meeting and exceeding customer expectation, monitor regular feedback system,
customer complain handling. CBE also has to design loyalty building strategies like personalized

service and rewards.
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