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Operational Definition  

Customer's Loyalty: is the totality of feelings or attitudes that would incline a customer 

to consider the re-purchases of a particular product, service or bond or revisit a 

particular company (Kottler and Keller 2006) 

Customers: A customer can be define as one that purchases a commodity or service 

(Kottler .P. and Keller .K. (2006). 

Customer Relationship Management (CRM) is attracting customer maintaining and 

enhancing customer relationship in multi-service organizations (Berry 1983). 

Customer satisfaction: customer will be satisfied when the outcome of the source 

meets his or her expectations. 

Customer retention: refers to the ability of a company or product to retain its 

customers over some specified period 

Customer lifetime value: a prediction of the net profit attributed to the entire future 

relationship with a customer 

Never customers: are those who are not affected by loyalty programs and their reward 

incentives in any way. 

Light loyalty program users: are ones defined as having reward program memberships 

and being influenced by their incentives, but only moderately. 

Heavy loyalty program users: are consumers who are active and highly influenced 

members of reward programs. 

Extreme loyalty program users: are those consumers who are virtually addicted to or 

obsessed with loyalty programs. 
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Abstract  

The banking sector is one of the dynamic businesses in which the effects of the customer 

relationship management shall be identified. In Ethiopia, There were 16 different private 

commercial banks. This study has the focus to show the roles of customer relationship 

management, in case of some private commercial banks found in Ethiopia. 

Since commercial banks are developing & increasing in their numbers here in Ethiopia 

the competition is going to be tough and it needs additional ways to attract new 

customers & also able to retain the existing customers too. 

This study investigated the impact of customer relationship management (CRM) on 

perceived bank performance. The objective of this study is to determine the relationship 

between the variables measuring customer relationship management (bonding, trust, 

commitment, communication and satisfaction) and bank performance. Primary data 

collected using questionnaire as research instrument was used.  Based on the findings, it 

is recommended that there is a need for organizations especially banks to have a good 

relationship with their customers that can sustain competitive advantage. It is also 

recommended that organizations should take cognizant of their organizational structure 

to attract and retain qualified employees that can contribute positively. 

Since the country is having only the Ethiopian banking this made the competition not that 

much until today. But the situation happening encourage the banking sectors to develop 

new strategy like Customer relationship management.  

KEY    WORDS:    Bank, Customers, relationship    management  
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CHAPTER ONE  

INTRODUCTION 

1.1. Overview of The Study 

Understanding how to manage effectively customer relationships has become a very 

important topic to both academicians and practitioners in recent years. In addition, 

organizations are realizing that customers have different economic value to the company 

and are subsequently adapting their customer offerings and strategies accordingly (Roya 

and Salmiah, 2010).  We need to learn more about the leading indicator of customer value 

tomorrow (measurable today) and to understand better the strong tie between customer 

equity and we must learn about how companies successfully change their strategies to 

increase customer loyalty or decrease customer turnover (Roger, 2005). Customer 

relationship management is the establishment, development, maintenance and 

optimization of long-term mutually valuable relationship between consumers and the 

organization (Berry, 1983). Successful customer relationship management focuses on 

understanding the needs and desires of the customers and is achieved by placing these 

needs at the heart of the business by integrating them with the organization's strategy, 

people, technology and business processes (Fox, Stead, 2001). The concept of 

relationship interface is centered where and how individuals and organizations                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   

exchange information whether internally as well as externally (Berry, 1983). It 

empirically means an organizations ability of getting in touch with two both the internal 

and external customers in responsive and flexible manner (Abdullateef et al. 2010). The 
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current global competitions threatened by the financial arises has continued the need for 

both manufacturers and services marketers to monitor how their customer feel about their 

goods and services, and particularly when there is enormous evidence in support of 

relationship managements as the alternative means of soling the global market fluctuation 

(Aihie 2007,). Many businesses such as banks, insurance and other service providers 

realize the importance of customer relationship management and its potential to help 

them acquire new customer, retain existing ones and maximize their lifetime value 

(Opara et al 2010). The functional activities of banks are premised on the acceptance of 

deposits, lending, affect domestic and foreign payment and provide property management 

(Firpo, 2006). While, these services are rendered efficiently and with utmost trusts and 

commitment in developed nations due to the relational and interactive approach adopted, 

(Opara et al 2010). The financial service industry in Ethiopia has undergone major 

transformations in recent times, most especially with the introduction of reformation. 

Starting from 2007, banks are introducing new products, such as ATM, telephone 

banking, investment banking and actively participating in social responsibilities. All these 

were meant to influence relationship and thereby retain their customers at a profit and this 

can best be done through Customer Relationship Management as prevalent in today's 

global business environment. 

As a logical result of the appearance of the concept "Relationship Marketing" since the 

1920s the concept, "Customer Relationship Management" (CRM) has been brought to 

attention in late nineties, especially among the academics and practitioners in the 

western. 

In highly competitive and sensitive environment like banking industry, company must be 

customer oriented and meet the customer satisfaction. Striving for customer satisfaction 
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represent a modern approach for quality in business life and modern management 

philosophy considers this as base line standard of performance and possible standard of 

excellence for any business organization. 

At this point, close relationship with customers will require a strong coordination 

between Information Technology (IT) and marketing departments to provide a long-term 

retention of selected customers. This paper deals with the effects of Customer 

Relationship Management in banking sector in Ethiopia on the customers' loyalty. CRM 

is a sound business strategy to identify the bank's most profitable customers and 

prospects, devotes time and attention to expanding account relationships with those 

customers through individualized marketing, reprising, discretionary decision-making, 

and customized service-all delivered through the various sales channels that the bank 

uses. 

Customer relationship management is one of the strategies to manage customer as it 

focuses on understanding customers as individuals instead of as part of a group (Lambert, 

2010). Managing customer relationships is important and valuable to the business. The 

effective relationship between customers and banks depends on the understanding of the 

different needs of customers at different stages. The ability of banks to respond towards 

the customers' needs make the customers feel like a valuable individual rather than just 

part of a large number of customers. CRM manages the relationships between a firm and 

its customers. Managing customer relationships requires managing customer knowledge. 

CRM and knowledge management will directed towards improving and continuously 

delivering good services to customers. Banking sector is a customer-oriented service 

where the customer is the KEY focus. Research needed in such sector to understand 

customers' need and attitude to build a long relationship with them. Customer 
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Relationship Management includes all the marketing activities, which designed to 

establish, develop, maintain, and sustain a successful relationship with the target 

customers. CRM identifies the present and future markets, selects the markets to serve 

and identifies the progress of existing and new services. Thus, CRM is a managerial 

philosophy that seeks to build long-term relationships with customers. 

 

CRM can define as the development and maintenance of mutually beneficial long-term 

relationships with strategically significant customers (Buttle, 2002). The idea of CRM in 

banking industry is that it helps businesses to use technology and human resources gain 

approaching into the behavior of customers and the value of those customers. If it works 

as hoped, a business provides better customer service, make call centers more efficient, 

cross sell products more effectively, help sales staff close deals faster, simplify marketing 

and sales processes, discover new customers, and increase customer revenues & it makes 

customers more loyal. CRM is creating and enhancing the engagement and relationships 

with the external parties, specially the agents and end-consumers. 

Customer relationship management is the establishment, development, maintenance and 

optimization of long-term mutually valuable relationship between consumers and the 

organization (Berry, 1983). The concept of relationship interface is centered on where 

and how individuals and organizations exchange information whether internally as well 

as externally (Berry, 1983). The current competitions that are triggering the necessity of 

customer relationship management is stimulating all business sectors especially the 

banking industry. 

Forming and marketing of the goods and services that satisfy the customer demands is 

the basis of producing benefit ( Altitas, 2000:). Whether the customer is satisfied or not 



5 

 

depends on whether he/she compares what offered to him with his/her own expectations. 

If what offered suits the expectations, the customer is satisfied. If what offered is above 

the expectations, the customer is highly satisfied and pleased. (Kother, 2004: 36) for 

example, if the real performance of a product or service in a bank is below the 

expectations, the result is dissatisfaction, but if it equal or higher, customers satisfaction 

is achieved ( Kocoglu,Duygu ,2012;Gubuz, 2008: )   In recent years, in such fields as 

banking where a strong competition, customer satisfaction has gained a good deal of 

importance. It may be very easy to let another bank capture a displeased customer. To 

raise the customer satisfaction to the highest level and retain customers, the banks are to 

attach importance to customer relationship management (CRM). 

The advantages provided to the banks by customer relationship management are as 

Followings: (Duygu, 2012; Alagoz, 2003 ;) 

Picking out the real customers in a bank in the long- run and helping to make the 

relationships effective, making the way of bank management customer-based, Bringing 

with technology, in the foreground the human relationships based on gathering and using 

information by institutionalizing the personal sale concepts, reshaping the selling and 

marketing campaigns of the bank. A successful CRM system, providing a permanent 

advantage of competition that helps the bank be competent. 

Increasing the total productivity of the bank, whether the banks gain benefit from the 

customer relationship management and become successful depends on whether they 

follow technologic development closely and make investments to this end. In addition, 

their ability to determine right strategies for the purposes that they want to attain in 

customer relationship management are important factors that enhance the success chance 

of banks. 
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1.2. Statement of Problem 

Within the rapid expanding literature of relationship marketing, business-to- business 

marketing and customer relationship management, there is relatively little attention paid 

to the value of the organization can get from such business strategies. Neglect in 

customer relationships has led to a lot of organization having a reducing figure in the 

count of customers in their database. This study will look at effect of customer 

relationship management on customer's loyalty. 

1.3. Objectives of Study 

The main objective of this study is focuses on the impact of customer relationship 

management and its relational variables on customer's loyalty. 

✓ To ascertain the impact of customer attraction programs on customer's 

loyalty 

✓ To determine the impact of relationship management on customer's loyalty 

✓ To determine the effect of customer retention programs on customer's 

loyalty. 

✓ To determine the impact of customer's satisfaction on customer's loyalty 

 

1.4. Research Questions 

The following research question will be answered is this study. The questions include the 

following. 

✓ What looks like the impact of customer attraction a program on customer's 
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loyalty? 

✓ To what extent does a customer retention program affects customer's 

loyalty? 

✓ How customer's satisfaction programs leads to customer's loyalty? 

✓ To what extent does relationship management programs leads customer's 

loyalty 

 

 

1.5. Significance of Study 

This study's academic contribution hinges on the fact that it offers a significant 

advancement to the body of the current literature of customer relationship management, 

most especially in the Ethiopian banking industry, as it reveals customer    attraction    

programs,    customer    retention    programs,    relationship management and customer's 

satisfaction as influencing factors for customer's loyalty 

1.6. Scope of Study 

This study is focused on the impact of customer relationship management on customer's 

loyalty in financial services providing organizations. It is desirable to extend as possible, 

but this is not possible because of time constrains. This study does not cover the whole 

financial service providing organization in Ethiopia, but it only covers the some banking 

industry that are working in Addis Ababa, Ethiopia. The population is the customers of 

different private commercial banks these are:  Bunna international bank S.C, Zemen bank 

& Nib international bank S, C. operating in Addis Ababa 
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1.7. Limitations of Study 

The concept of customer relationship management amongst Ethiopian firm is yet to gain 

full implementation. It should be noted that the use of commercial banking industry as 

the sample could lead to a potential industry specificity of the result. The radials being of 

measured as well are just some selected variables of customer relationship management, 

which pose a restriction on some other testable ones. The analysis of data is done with 

the multiple regression analysis, which also poses a limitation on any other analysis that 

can be used as well. Other limitations to this study are non-response from respondents 

and as well inadequate resources. 

1.8. Conceptual Framework 

After carefully reviewing literature, the conceptual model that illustrates the effects of 

customer relationship management on customers' loyalty was formulated. The dependent 

variable, which is an outcome of the independent variables effects are constructed. 

Therefore, the following conceptual framework is constructed and tested in this study. 

Independent Variable Dependent Variable 

o Customer attraction Loyalty 

o Customer retention 

o Customer satisfaction 

o Communication 

o Commitment 

o Relation management 
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CHAPTER TWO:  

Literature Review 

2.1. Introduction 

This chapter is concerned with the review of literature. It is a systematic analysis and 

appraisal or evaluation of studies, works and documents containing information about the 

problem under study. This chapter provides the background and the problem discussion 

of the area of this study, leading down to the specific research questions. This chapter is 

also aimed at giving authenticity and credibility to the research study through the citing 

of works of different institutions, scholars and experts whose works and findings are as 

well as a contribution to the major relational variables of this study under consideration. 

2.2. Historical Background 

As observed by Sheth and Parvatiyar (1998) developing customer relationships has 

historical antecedents going back into the pre-industrial era. Much of it was due to direct 

interaction between producers of agricultural products and their customers. Similarly, 

artisans often developed customized products for each customer. Such direct interaction 

led to relational banding between the producer and the customer. 

In recent years however, several factors have contributed to the rapid development and 

evolution of CRM. These include the growing -intermediation process in many industries 

due to the advent of sophisticated computer and telecommunication technologies that 

allow producers to directly interact with end customers. For example, in many industries 
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such as the airline, banking, insurance, computer software or household appliances 

industries and even consumables the de-intermediation process is fast changing the 

nature of marketing and consequently making relationship marketing more popular. That 

ignites the point of Customer Relationship Management to start. 

These measures created intimacy and cooperation in the buyer-seller relationship. Instead 

of purchasing a product a product or services, customers were more interested in buying a 

relationship with a vendor. The key (or national)account management program designates 

account managers and account teams that assess the customers need and then husband the 

selling company's resources for the customer benefit such program have led to the 

establishment of strategic partnering within the overall domain of customer relationship 

management (Anderson and Narus, 1991; Shapiro 1988). Similarly, in the current era of 

hyper-competition, markets are found to be more concerned with customer's retention and 

loyalty (Dick and Basu, 1994; Reichheld, 1996). As several studies have indicated, 

retaining customers perhaps offers a more sustainable competitive advantage than 

acquiring new ones. What marketers are realizing is that it costs less to retain customers 

than to compete for new ones (Rosenberg and Czepiel, 1984). On the supply side, it pays 

more to develop closer relationship with a few suppliers than to work with more vendors, 

(Hayer, Wheelwright and Clarke, 1988; Spekman, 1988). In addition, several marketers 

are concerned with keeping customers for life rather than with only making a one-time 

sale (Cannie and Caphin, 1991). There is greater opportunity for cross selling and up 

selling to a customer who is loyal and committed to the firm and its offerings. In a recent 

study, Naidu, Parvatiya, Sheth and Wesigate (1999)  found that relational intensify 

increased in hospitals facing a higher degree of competitive intensity. In addition, 

customer expectations have been a changing rapidly over the last two decades. Fueled by 
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new technology and the graving availability of advanced product features and services, 

customer expectations are changing almost on a daily basis. Consumers are less willing to 

make compromises or trade-offs in product and services quality.  

In a world of ever-changing customer expectations, building cooperative and 

collaborative relationships with customers seems to be the most prevalent way to keep 

track of their changing expectations and appropriately influencing them (Sheth and 

Sisodia; 1995). Finally, many large internationally oriented companies are today trying to 

become global by integrating their worldwide operations. To achieve this they are seeking 

cooperative and collaborative solutions for global operations from their vendors instead 

of merely engaging in transactional activities with them. Such customers' needs make it 

imperative for marketers interested in the business of companies that are global to adopt 

CRM programs, particularly, global account management programs (Yip and Madsen, 

1996). Global Account Management (GAM) is conceptually similar to national account 

management programs except that they have to be global in scope and thus more complex 

managing customer relationship around the world calls for external and internal 

partnering activities, collaborating across a firm's worldwide organization. 

2.3. Customer Relationship Management 

Relationship management is a targeted approach encompassing single activities 

(transactions) but it is also long-term relationships. There are various types of 

relationships including external & internal relationships. External relationships, vertical 

relationships or horizontal relationships, internal relationships deal with personal 

relationships between employees. Relationship management is about creating network of 

different stakeholders & different relationships. In comparison to traditional banking 
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service, which was, product/services oriented with an emphasis on facilitating single 

transactions. The relationship marketing extends the product-oriented management. It 

fosters interaction with customers to facilitate the products/services providing and gives a 

major part to the communication. 

With the focus on consumers, relationship marketing is wider than customer relationship 

management by its scope. The definitions given by some scholars recognize customer 

relationship management as a comprehensive concept, which is an alignment with the 

aforementioned examinations. 

To survive in the global market focusing on the customer is becoming a key factor. It is 

known that it takes up to five times more money to acquire a new customer than to get an 

existing customer to make a new purchase. A second aspect of CRM is that knowing the 

customer and his/her problem allows acquiring new customer more easily and facilitating 

targeted cross-selling (Tana, 2005). CRM is based on the basic marketing belief that an 

organization that knows its customer like individuals. Its components may include data 

warehouse that store all a company's information, customer services system, call centre, 

ecommerce, web marketing, operations system (that handle order entry, invoicing, 

payments, point of sale, inventory system, etc) and sales system (mobile sales 

communication appointment making routine etc). In practices, CRM system range from 

automated customer-contact system to the company wide pooling of customers 

information (Kottler-1997, pp. 409 - 410). 

CRM is also one of the key processes in any firm. Although CRM is a relatively new 

business term and therefore, the definition can vary depending on the background
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of the individual writing it. The "F. Dwyer and Tanner" believe CRM as those process 

that address all aspect of identifying customers, creating customer knowledge, building 

customer relationship and shaping their perception of the organization and its product 

(Kottler-(1997), pp. 304 - 305). CRM is a highly fragmented environment and has come 

to mean different things to different people. As the thought and approach to CRM is in 

the initial stages and not fully matured, one can find different perspectives and definitions 

of CRM. According to Gummesson (1983) CRM is the valves and strategies of 

relationship marketing with particular emphasis on customer relationship turned into 

practical application. CRM is an enterprises approach to understanding and influencing 

customer behavior through meaningful communications in order to improve customer 

acquisition, customer retention, customer loyalty and customer profitability 

(Kottler(1997)  pp. 304 - 305).  

In order to have more efficiently managed customer relationship CRM focuses on 

effectively turning information into intelligent business knowledge. This information can 

come from anywhere inside or outside the firm and this requires successful integration of 

multiple database and technologies such as the internet, call center, sales force automation 

and data warehouse (John and Fredrick, 2002). It is therefore important to remember that 

several attempts of defining CRM exist and that many companies adapt the definition to 

their own business and their unique needs. "The activities a business performs to identify 

quality, acquire, develop and retain increasingly loyal and profitable customers by 

delivering the right product or services to the right customer, through the right channel at 

the right time and the right cost. CRM integrate sales, marketing services enterprise 

resources planning and supplying chain management function through business process 

automation technology solution and information resources to maximize each   customer 
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contact.   CRM   facilities relationship   among enterprises, their customers, business 

partners, suppliers and employees". (John and fredrick, 2002). "However, for CRM to be 

successful all activities in a company need to manage in combination to reach success. 

Stone Wood and Wilson (1996) note that in some companies there is the belief that good 

market planning is equal to good CRM. It must be clear that CRM is not equal to market 

planning.  

Goals of Customer Relationship Management 

Companies can gain many goals from CRM (Arezu and Alieza, 2006). 

✓ Lower cost of recruiting customers: the cost for recruiting customers will 

decrease since there are savings to be made on marketing, mailing, contact 

follow-up, fulfillment, services and so on; 

✓ No need to recruit too customers to preserve a steady volume of business: the 

number of long-term customers will increase and consequently the need for 

recruiting many new customers decreases. 

✓ Reduced cost of sales: the costs regarding selling are reduced owing to that 

existing customers are usually more responsive. In addition, with better 

knowledge of channel and distributors the relationships become more effective 

as well as that a cost for marketing campaigns is reduced. 

✓ Higher customer profitability: the customer profitability will get higher since 

the customer wallet share increases, there are increase in up-selling, cross-

selling and follow-up sales and more referrals comes with higher customer 

satisfaction among existing customers. 

✓ Increased customer retention and loyalty: the customer retention increases 
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since customer stay longer buy more and buy more frequently. The customer 

does also more often take initiatives, which increase the bounding relationship, 

and as a result the customer loyalty increases as well;  

✓ Evaluation of customer profitability: the company will get to know which 

customer are profitable, the ones who never might become profitable and 

which ones that might be profitable in the future. This is very important since 

the key to success in any business is to focus on acquiring customers who 

generate profit and once you have found them never let them go (person  1982 

p.1 1) 

 

2.3.1. CRM Process 

The CRM process involved four steps. These steps are to segments, profile the market, 

design communication strategy, impenetrate, and evaluate (Dwyer, 1987). A challenge of 

defining CRM is that any definition is contingent in the level at which CRM is practiced 

in an organization or for that matter what the researcher or manager believed about the 

correct level of CRM (Arezu and Alieza, 2006). There are three different possible levels: 

functional, customer lacing & company wide.  

In CRM process customer, facing level is being focused upon. This perspective includes 

the building of a single new of the customer across all contact channels and the 

distribution of customer intelligence to all customers facing functions. This view stresses 

the importance of coordinating information across time and contact channels manage the 

enter customer relationship systematically. For example, a bank customer who has both a 

loan product and a savings product might interact  with the bank through various 
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channels and different types of interactions (e.g. Transactions, information request, 

complaint), which may change over time (Arezu and Alieza, 2006). A CRM process on 

the customer facing level would be the basis of the interaction and because of the 

generated intelligence, would result in coordinated and well-defined action through 

different functions (Werner, 2004). 

2.4. Attraction, satisfaction, and Relationship Management 

Since CRM includes all activities directed towards the establishment, development and 

maintenance of exchange relationships (Morgan and Hunt, 1994). According to this 

study, here are the relationship strategy chosen and to be reviewed in this literature by the 

following table. 
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Tabie2.1: Table of customer type (Modified from Kotler 1998) 
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Customer Attraction 

Attraction as a driver of customer commitment means something that makes the service 

provider interested to a given customer or the other way round so attraction can be based 

on financial technology or social constructs. Consequently, even social contacts that are 

highly appreciated may form a source of attraction that can lead to a business 

relationship. If attraction exists between two parties, the basis for a relationship is 

developing, indeed understanding. Understanding the role of attraction in a customer 

commitment decision is the key issue that little attention has been paid on it the service 

marketing area (Gronroos, 2001). Gilbert (1996) suggested that quality should play role 

of the chief facilitator to achieve the objectives of relationship management, such a 

commitment to the brand, emotional involvement and active interaction. Creating strong 

customer focused relationship requires understanding the needs, if specific customers and 

the firms succeed in meeting these needs; such serves as a means to measure the 

perception of customer's experiences in the services encounter (Parasuramon et al, 

1991). Delivering more effective services quality than others in one of the ways that a 

firm can be successful in achieving today's business environment(lai et al, 2007). 

Groonros (2000) described service quality in term of seven perceived, scale; 

Professionalism and skills, Attitudes and behavior, Accessibility and flexibility 

Reliability and trust worthiness Service recovery Service cape & Reputation credibility. 

Value of a relationship is studied in Wilson and Jantrania (1995)'s research which is a 

very useful contribution in business relationship and its success issue. In a long-term 

relationship with the customer, the benefit concept takes a deeper meaning (Ravaid and 
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Groonros, 1996). The customer perceived value needs to get a deeper meaning which 

does not relate only to episodes, but to the expectations of the customer and the 

company's responsibility to meet these expectations in a long term relationship (Ravald 

and Groonros; 1996). Relationship increasing the benefit/reducing the sacrifice value, 

Stimulate repurchasing activities relation, safety, credibility, security, trust, loyalty 

mutually profitable relationship for supplier and customer. According to Wilson and 

Jantrania (1995), value means a great many things to great many people. Increasing the 

benefits means adding something to the core product that the customer perceived 

important, beneficial and of unique value. The problem is to find an alternative to 

providing superior value, which improves the performance of the company as well as the 

benefit of the customers in the long- run (Wilson and Jantrania, 1995). It must be 

examined that how a company can add value to the offering by reducing the customer-

perceived sacrifice. Companies should look at things from the customers' perspective and 

this is a core aspect of relationship management. The company needs a thorough 

understanding of the customer's value chain in order to be able to reduce the customer 

perceived sacrifice. The company should get close to the customer to be able to 

understand his needs preferences and all the activities, which constitute his value chain 

(Wilson and Jantrania, 1995). Relationship value is conceptualized in three economic, 

psychological or behavioral and strategic dimensions. Economic concurrent engineering 

investment quantity value reduction cost reduction goals social bending time to market 

trust strategic fit culture core competencies behavioral strategic. 

Customer Retention 

Customer retention is increasingly being as an important managerial issue especially in 

the context of saturated market or lower growth of the number of new customers, it has 
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been acknowledge as a key objective of relationship marketing primarily because of its 

potential in delivering superior relationship economies, i.e. it cost less to retain than to 

acquire new customers. The assumption is that generalized theories, which imply 

universal applicability, tend to overlook the distinctive impact of conceptualized business 

conditions on effective customer retention strategies, the fact is that both theoreticians 

and managers should consider business context in developing and implementing 

customer retention developing and implementing customer retention strategies (Rizal 

Ahmed and Francis Buttle 2002 pp. 149 - 161). With the cost of losing customer rising 

every day, companies continually seek new ways to acquire, retain and increase business. 

Service has been an important factor in customer retention and new research suggests that 

the role is more critical than ever and will continue to grow throughout the 1990’S .  

 

Customer Satisfaction 

Satisfaction and dissatisfaction are seen as two ends of a scale, which are related to each 

other but only, have sl ightly  differences from each other where the location is defined 

by a comparison between expectations and outcome (Pantea, 2008). A customer will be 

satisfied when the outcome of the source meets his or her expectations, and when the 

service quality is more than those expectations: the service provider is having the 

delighted customer. Contrary to the delighted customer when the perceived overall 

service quality is below or less than his or her expectation, it is an indication for that the 

customer will be dissatisfied (Looy el al. 2003): A service satisfaction framework 

satisfied, delighted customer, recovered customer, satisfied customer, exhausting 

customer, complaining, dissatisfied Source: Not recovered dissatisfied customer Based 

on J.M. Hays and A.V Hill (1999): Cited by Looy et al (2003) "Overall satisfaction with 
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the providing of a service that is needed by the customer is a function of the buyer's 

degree of satisfaction with various aspects of the service offered (Gounaris, 2005). 

Liljander and Strandvik (1995) presented a model, which broadens the discussion on 

satisfaction, quality and value by including customer relationship specifications they also 

draw on both traditional services quality literature and relationship studies within 

industrial marketing. Instead of saying that satisfaction is linked to transactions and 

service quality is linked to a global attitude of the service, it is suggested that quality 

precedes satisfaction and the satisfaction can be measured for some other transactions 

(Liljander and Strandvik, 1995). Although satisfaction applies to both tangible and 

intangible goods, the emphasis should be on the services selling. Where the concept has 

been the subject of investigation in many studies (Liljander and Strandvik, 1995). The 

expectancy discontinuation paradigm in process theory provides the infrastructure for the 

vast majority of satisfaction studies and encompasses four construct (Liljander and 

Strandvik, 1995). These are Expectation, Performance, and Disconfirmation & 

Satisfaction.  

Close relationship does exist between customer's loyalty and high levels of customer's 

satisfaction, which brings customer delight firms, should not only meet their customer's 

expectations but they should try to excite them in one or another way (Pantea, 2008). 

Relationship management replaced traditional transactions oriented approaches of 

marketing by placing more emphasis on the creation of customer value by means of 

developing and maintaining relationship (Ossel et al, 2003). 
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Relationship Management 

Relationship management is an important strategy and is one of the important aspects of 

marketing in these two decades. Morgan and Hunt (1994) defined Relationship 

management as "all marketing activities directed towards establishing, developing and 

maintaining successful relationship". Relationships between customer and business firms 

have been consistently encouraged as successful business practices worldwide. The 

commotion with marketing has seldom been established formally in the development of 

marketing theory (Yau, 2000). Relationship management was known as a strategic 

approach to industrial and service markets and was considered unsuitable in other 

marketing context (O'mallay and Tynan, 2000). The idea of relationship and relationship 

building being extended to other area such as distribution, service and consumer, are as 

the result of strong interest in relationship between companies. Therefore, we must also 

build relationships to intermediaries' service supplier and end consumer (Jorgenson, 

2001). Liljander and Strandvik, (1995) proposed that a relationship term should be 

defined from the customers point of view as this corresponds to a market oriented 

perspective. The customer can be committed both negatively and positively towards the 

service provider, or he can be indifferent. A negatively committed customer will try to 

end up the relationship as soon as possible, but is usually unable to do so in the short 

period because bonds, which serve as, exit barrier (Ligander and Strandvik, 1995). In 

order to build up a lasting and successful customer relationship the provider needs to have 

a deep understanding of the customer's business activities in which the customer created 

value for himself (Heiander and Hirvonen, 2001). 

In terms of customer expectations, it is a minimum requirement that organizations are 
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capable of providing a thorough customer service & support as well as to maintain a solid 

reputation (service performance). 

 

 

Benefits of Customer Relationship Management 

 

Attributes Description 

Relational benefits 

Confidence benefits              Trust, confidence, uncertainty reduction 

Social benefits Personal recognition, friendship, fraternization 

Special treatment benefits Discounts, better service, time saving 

Customer expectation benefits 

Service performance Provide a satisfactory service level, reputation 

Convenience Close proximity, availability upon request 

Customization Tailoring of offerings to customer needs 

Table 2.2: Different benefits of CRM (Adapted from former research) 

2.5. Customer's Loyalty 

The degree of customer's loyalty is measured as the percentage of loyal customers, 

the percentage of incomes associated with loyal customers and the rise of loyal 

customers after the implementation of customer relationship management activities 

(izquicrdo et ai, 2005). Commitment to customers and service quality enhance 

satisfaction, which leads to close, and successful relationship (Izquierdo et al, 2005). 

These loyalty programs are structural marketing efforts, which reward and therefore 

encourage loyal behavior (Izquierdo et al, 2005). 
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Customer Focused cause & Results  

Customer-focused antecedents’                                 Customer-focused outcomes 
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Table 2.3: Customer-focused antecedents & customer-focused outcomes (Adapted from 

former research paper) 
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2.5.1.  DIMENSION OF CUSTOMERS LOYALTY 

Sheth (2002) stated that customer attitude is difficult to measure for financial and 

practical purposes; customer retention is generally used as an indicator of customer 

loyalty. However, attitude and behavior can be very different (Sheth and Parvatior, 

2002). (Dick, A.S ana Basu .K. (1994) Journal of academy of marketing science; cited by 

Sheth and Parvatior, 2002) Different loyalty types are shown in the matrix above and can 

be matched with different forms of relationships: Truly loyal customers are wi l l ing  to 

seek out a particular service location or brand,  Seriously loyal customers tend to be more 

motivated by impulse convenience and habit that is if die conditions are right,  Latent 

loyalty applies to customers who are loyal simply because they have no other choice &  

No loyalty obviously there will always be some customers who display no loyalty to a 

particular company or brand. 

2.5.2. Customer Loyalty Program 

Commitment to customers and services qualities enhance satisfaction, which leads to 

close, and successful relationship. If we admit that, it is more profitable holding on to 

existing customers than winning new customers (Berry, 1995; Vavra, 1995: cited by 

(Izquiordo ei al, 2004), the company will try to achieve the satisfaction of existing 

customers providing them inducement such as discount, free product or fidelity card. 

These loyal ty  programs are structured marketing attempts, which reward and therefore 

encourage loyal behavior, loyalty program customers should show changes in repeat 

purchase loyalty, which is not evident amongst non-program brands. A decreased 

switching to non-program brands, increased repeat purchase rates, increased used 
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frequency or greater propensity to be exclusively loyal (Izquierdo ei al 2005).  Rauyren et 

al (2005) provide a practice of how relationship quantity can influence customer loyalty 

or loyalty in the business-to-business context. Smart Satisfaction appears to be an 

important factor in maintaining purchase intentions through service quality will strongly 

enhance both purchase intentions and attitudinal loyalty (Rauyren et al 2005). In order to 

maintain customer loyalty, a supplier must enhance also four aspects of relationship 

quality, which are trust, commitment, satisfaction and services quality (Pantea, 2008). 

Successful loyalty programs need to make offers to encourage customers to continue to 

make purchases from the company, but more important, successful loyalty programs need 

to manage loyalty and profitability property (Pantea, 2008). A recent article Ramartz and 

Kumur, 2007: cited by Kumur and Peterson, 2005) show that the most loyal customers 

are not necessarily the most profitable. We can say that loyal customers cost less to serve, 

loyal customers pay higher prices for the same goods and loyal customers do more 

marketing on behalf of the company (Pantea, 2008). These results are shown below where 

customer are divided into four different categories; (Kumur and Peterson, 2005) Low 

profitability and shod tenure, high profitability and short tenure, low profitability, and 

long tenure, the focus of loyalty was brand loyalty with respect to tangible goods 

(Caruana, 2002). Brand loyalty defied as the preparation of a purchase of a household 

devoted to a brand if purchase most often. Over time full have continue to expand, 

reflecting the wider perspective of marketing to work into other types of loyalty such as 

vendor loyalty. 
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2.6. Customer relationship management system in Banking 

Panda (2003) observed "globalization and deregulation, combined with radically 

enhanced the managerial context of service industries. Watkins, (1992) stated that the 

financial services industry is in a transitional stage as the mission of information 

technology changes its emphasis from administrative efficiency to the improvement of 

service quality and IT becomes market led. He also mentioned that IT would involve the 

installation of new customer administration, marketing information, and point of sale and 

branch system to provide better customer service. Through research is quite old a number 

of researchers today have observed that the financial services industry is in the middle of a 

structural change (Geib et al, 2004). Panda (2003) explain that financial services today are 

facing fierce and aggressive competition in both domestic and global market thereby 

forcing organization to restructure in order to enhance their chances of growth and 

survival. The financial service industry is generally held as being the most advanced in 

customer relations management, as they are the traditional users of direct mail and having 

extensive information on customer, (Goss and Stone, 2002). 

The relationship, which financial service companies such as bank, hold with their customer, 

is imperative for the growth and survival of such a business. Hence, the need to adopt new 

ways of gaining an advantage over competitors becomes an important part of business. 

Geib et al, (2006) explain that due to increasingly competition and high customer 

demands financial services companies are required to focus on core competencies in order 

to deliver better value to customers Karakostas et al, (2005), asserts that financial services 

had a lead in implementing CRM due to the nature of their business, as business transaction 

where information technology based and contained important information about their 
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customers. The emergence of CRM in the financial services industry was because of three 

fundamental factors, which have been listed as new technological opportunities, increasing 

competition from new market emigrants, and changing customer behavior (Geib et al, 

2006). These factors therefore motivate financial services to focus on the development of 

a good relationship between the business and its customers.  Panda (2003), states that for 

a successful CRM implementation in the financial services sector, it has to incorporate 

four main areas of business, which inc lude  strategy, people, technology and process. 

Panda further explains that he enablers (people and technology) are moved by the 

organizations strategic processes through their systematic interaction, which eventually 

results in a successful CRM implementation. 

2.6.1. Ethiopian Banking System 

The financial institutions under investigation are the commercial banks in Ethiopia 

especially the private commercial banks. Due to this, a literature review is earned out on 

the country. This section aims to give knowledge on the development of banking system 

in Ethiopia and information technology in Ethiopian banks. 

2.6.2.  History of Ethiopian Banks 

In 1931, the bank as bank of Ethiopia chartered representing the first bank to the state 

(Pellegrineschi, 1936). The decree also announced for the country to operate the 

banking industry. The base of the decree was attributing the qualification of the public 

interest to an operation of banking. Starting from this year 1931 the banking industry was 

operating in the country as banks for public or government only. 
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Following the demise of the Dergue regime in 1991 that ruled the country for 17 years 

under the rule of command economy, the EPRDF declared a liberal economy system. 

Basing on the declaration in the country, Monetary and Banking proclamation of 1994 

established the national bank of Ethiopia as a judicial entity, separated from the 

government and outlined its main function. 

Monetary and Banking proclamation No.83/1994 and the Licensing and Supervision of 

Banking Business No.84/1994 laid down the legal basis for investment in the banking 

sector. 

Consequently, shortly behind the proclamation Awash international bank S.C, (AIB) 

which is the first private commercial bank was established in 1994 by 486 shareholders 

and by 1998, the authorized capital of the Bank reached Birr 50.0 million. 

Dashen Bank (DB) was established on September 20, 1995 as a share company with an 

authorized and subscribed capital of Birr 50.0 million. 131 shareholders with subscribed 

and authorized capital of 25.0 million and 50 million founded bank of Abysinia (BA)  

Wegagen Bank (WB) with an authorized capital of Birr 60.0 million started operation in 

1997. The fifth private bank, United Bank (UB) was established on 10 September 1998 

by 335 shareholders .Nib International Bank (NIB) that started operation on May 26, 

1999 with an authorized capital of Birr 150.0 million. Cooperative Bank of 

Oromia(CBO) was established on October 29,2004 with an authorized capital of Birr 

22.0 million. Lion International Bank (LIB) with an authorized capital of Birr 108 

mil l ion started operation in October 02, 2006.  Zemen Bank (Z) that started operation 

on June 17, 2008 with an authorized capital of Birr 87.0 million. The next private 
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commercial bank is Oromia International Bank (OIB) that started operation on 

September 18,  2008 with an authorized capital of Birr 91 million. 

Then, Bunna international bank S.C (BIB) has established in 2009 uniquely established 

as the largest number of shareholders' bank in the country. It has more than 11,000 

shareholders that put the bank on a strong base. It is just the bank of the people. The bank 

officially commenced its operation on October 10, 2009 with the subscribed & paid up 

capital of birr 308 million, and birr 156 million, respectively. Now the paid up capital of 

the bank has grown up to 557,150,155.84 as of March 3 1, 2016. Currently, the bank has 

100 branches that are found in both Addis Ababa and other towns of Ethiopia. 

Berhan International Bank S.C (BIBs) was formed in accordance with Article 304 of the 

Commercial Code of Ethiopia with the objective of operating in the banking industry. 

This objective has been ensured in Article 3 of the Memorandum of Association of the 

Company. The Bank was registered and licensed by the National Bank of Ethiopia on 27 

June 2009 with an authorized capital of 300,000,000 and subscribed capital of Birr 

154,736,000 divided into shares of 1000 Birr par value each. 

Abay Bank (AB)  S.C in 2010, Addis international bank S.C in 2011, Debub Global 

(DG) bank S.C & ENAT bank (EB) S.C. Totally now 16 private commercial banks are 

operating in the country. 

The reviews deal with customer attraction, customer satisfaction, customer retention, 

relationship management and customer's loyalty as well. The literature review also gives 

insight into the banking system of Ethiopia by explaining the background information of 

the country and further explaining the history of the private banking system up to its 

present state. The review let us know that there has been a lot of progress in the banking 
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system in Ethiopia and due to the strong financial reforms, competitions amongst banks 

is on the increase therefore, banks need to survive by applying  customer focus strategy in 

their operations. 

2.7. Literature Gap   

The literature had given more analysis to investigate the customer relationship 

management that is taking place in many organizations. But it doesn’t show how to 

implement in banking industry especially in Ethiopia. Therefore, the researcher has tried 

to contribute some to the area by proposing Customer relationship management 

application in the Ethiopian banking. 
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 CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1. Introduction 

This chapter is concerned with discussing the methodology used for this research work. It 

involves the methods and procedures for carrying out this study consist the following: 

Research design, population and sample size, sampling technique, instrument for data 

collection, validation of instrument, method of data collection and technique of data 

analysis. 

3.2. Research Design  

The design method adopted for this research was survey study as it allows samples to be 

selected and explanatorily studied. The design permit the collection of original data 

meant for describing large population with individual as unit of analysis. The research is 

also designed to ascertain the "effect of relationship management on loyalty.” 

3.3. Population and Sample Size 

This research took the form of a field survey: now, it is pertinent to mention that the 

population of this study is strictly, restricted to the banking or financial industry. 

However, time constraints directed the focus of this study on some commercial banks 

operating in Addis Ababa the capital city of Ethiopia where the desired sample was 

made. The research is made on three different private commercial banks. These are:
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Bunna International Bank S.C, Zemen Bank and Nib International Bank S.C. It is 

because of the three banks are applying the customer relationship management in their 

bank. Each bank’s customer selected from its main branch at head office level because of 

the bank massive customers found there. Bunna International Bank S.C total high value 

customers at main branch 180, Zemen bank 250 since the bank is operating in one branch 

system and Nib international bank S.C 200. The sample size of this research study is a 

proportion of individuals drawn from the population in order to assess the “effect of 

Customer relationship management on Customer loyally".  The sample size is 92 from 

the total population of the three banks main branches. The sample size therefore is 

14.6% of the population under study. 

3.4. Sampling Techniques  

A stratified sampling technique was adopted for this study as this technique gives every 

member an equal chance of being selected or chosen. This was due to the fact that the 

population was divided into sub-strata, based on criteria of level of Customers of different 

commercial banks operating in Addis Ababa 

3.5. Research Instrument 

This is a major procedure to be followed in carrying out a research study. It implies the 

tools used in the courses of collecting the need of information for the research study. 

Questionnaires were the instrument of data collection used for this study Olannye (2006) 

defined a questionnaire as an instrument for gathering data from respondents to aid in 

finding, solution to research problems. Alasautari (1998), Bryman (2001), Qppenheim 

(1992), (Zaja and Blair (2005) gave some points which a researcher should have in mind 
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when designing a questionnaire. Some of these points are: The researcher must have in 

mind the context and circumstances of the research situation, that is, the questions should be 

aligned with the aims and objectives of the research. Slang and colloquialisms should be 

avoided. Question and answer should be kept together. Questions should not be separated 

from its respective answers, that is, the question and answers should follow each other on 

the same page .Each question should contain only one idea; two edged questions should 

be avoided. The questions should be neutrally worded, that is, using conventional 

language which is easy to understand and does not arouse strong emotions.  The  

questionnaire  used  was  divided   into  two  section  (A  and B) confirming questions on 

respondents profile and another on closed ended questions 

pattern using the l i k e r t  scale closed ended question as follows: 5 = Strongly 

disagree (SD) 4 = disagree (D) 3 = Neutral (N) 2 = Agree (A) 1 = Strongly Agree 

(SA). 

3.6. Validation of The Instrument 

To establish the reliability of the instrument a test-retest method was employed. A research 

instrument can go a long way to nullify the reliability of the research findings. To 

validate the instrument for data collection, the questionnaire was given to customers 

different commercial banks those are working in Addis Ababa, Ethiopia. This was to 

establish the reliability and content validity of the instrument. 

 

3.7. Method of Data Collection 

Data was collected through primary and secondary sources. Questionnaire administered 

to respondents is of the primary data source. The internet as well as the library 
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constituted the researcher’s secondary data collection medium. This includes journals, 

newspapers, magazines, textbooks, research findings reports. 

3.8. Techniques of Data Analysis 

In this study, the statistical technique of data analysis is adopted .The linear regression 

analysis used through the SPSS computer software. 

Model Specification  

The most important step in studying any relationship between variables is model 

specification. It is to express the relationship in mathematical form with which the topic will 

be explored empirically. Linear regression is the correlation coefficient between the 

criterion (dependent variable) and several independent variables and tins is the case in 

this study. 

➢ MODEL L= B0i-Bl-xH-B2-x2+B3-x3+B4-x4+El 

➢ Where Bi, B2 and B3…Bn.  are the slope coefficient  for predictors xx2,x3 xn 
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CHAPTER FOUR:  

DATA PRESENTATION AND ANALYSIS 

4.1. Introduction 

This chapter focuses on the presentation and analysis of data and information collected 

through the questionnaires administered to the Customers of different commercial banks of 

Ethiopia those are operating in the capital city Addis Ababa. The data presented and analyzed 

in this study is dichotomized into two parts. In this chapter, the primary data adopted through 

questionnaires are presented and analyzed. In doing so, the researcher used simple percentage 

to analyze the personal data of respondents and linear regressions were used in analyzing the 

research questions and testing of research hypothesis. 130 questionnaires were distributed to 

the customers and 92 were completed and returned. 
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4.2. Demographic 

Profile of the Respondents 

Section A 

Demography  Frequency  Percent   

Age  18-30 

31-45 

46-60 

total 

54 

30 

8 

92 

58.7 

32.6 

8.7 

100.0 

58.7 

91.3 

100.0 

 

Gender  Male 

Female 

Total 

53 

39 

92 

57.6 

42.4 

100.0 

57.6 

100.0 

Educational background  High school Complete 

Diploma 

First Degree 

Master’s Degree 

Total 

1 

24 

55 

12 

92 

1.1 

26.1 

59.8 

13.0 

100.0 

1.1 

27.2 

87.0 

100.0 

Martial Statics   Single  

Married  

Separated  

Divorced  

Total  

50 

38 

2 

2 

92 

54.3 

41.3 

2.2 

2.2 

100.0 

54.3 

95.7 

97.8 

100.0 

Table 4: Table of respondents’ profile : 
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4.2.1. Gender 

Profile of the respondents 

The above table shows that males are 53 with 57.6% and female 39 (42.4%). This shows 

that males are more amongst the respondents than female. 

4.2.2. Age 

Profile of respondents  

The above table shows that respondents between 18 to 30 are 54 (58.7%) of the 

respondent, 31 to 45 are 30 (32.6) & between 46 & 60 are below 8 (8.7%) 

4.2.3. Education 

Profile of the respondents 

From the above table it is clear that the education level of the respondents classified 

under four categories: High school completed 1 (1.1%), Diploma 24 

(26.1%), First degree 55 (59.8), & Master’s Degree & above 12 (13.0%) 

4.2.4. Marital Status 

Profile of the respondents 

Among the respondents of the questionnaires the marital status of single 50 (54.3%), of 

married is 38 (41.3%), of the separated is 2 (2.2%), divorced 2 (2.2%) 



38 

 

Section  

Questions 

provided 

respondents  

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

Customer 

Retention 

Banks open 

doors to 

customers' 

compliant on 

service delivery 

1 1.09 6 6.52 17 18.48 48 52.17 20 21.74 3.87 

 

 

Banks have a 

good pricing 

system & 

service charge 

3 3.26 5 5.43 22 23.91 43 46.74 19 20.65 3.76 

 

 

Banks shows 

concern 

towards 

customer  

customer 

problems 

3 3.26 5 5.43 31 33.70 45 48.91 8 8.70 3.54 

Table 4.2 Responses of the respondents on customer retention 

 

RESEARCH QUESTIONS 

1: To what degree does a customer retention program affect customer's loyalty? 

 

The   table   above   snows   3(3.26%)   Strongly   disagree,   Disagree   5   (5.43%),3 

1(33.70%) were Neutral, 45(48.91%) agree, while 8 (8.7%) strongly agree. 

Questioner provided  Strongly 

Disagree   

Disagree  Neutral Agree  Strongly 

Agree  

 

N % N % N % N % N % Mean 

C
u

s
to

m
e
r 

S
a
ti

s
fa

c
ti

o
n

 

Banks focus 

to meet 4 4.35 12 13.0 4 25 27.1 7 29 31.52 22 23.9 1 3.58 
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customer’s 

expectation 

Banks’ service 

performance 

is satisfactory   3.26 20 21.74 17 18.4 8 45 48.91 7 7.61 3.36 

I am likely to 

use the 

bank’s service 

again  1 1.09 11 11.96 17 18.4 8 39 42.39 24 26.0 9 3.80 

Table 4.3 Responses of the respondents on customer satisfaction 

 

Research Question 2: Does customer's satisfaction leads to customer's loyalty. 

From the   above   table   4(4.35%)   Strongly   disagree,    12(13.04%) Disagree, 

25(27.17%; Neutral. 29 (31.52%), Agree 22(23.91%) strongly agree. 

From   the   above   table   3(3.26%)   Strongly   disagree,   20(21.74%)   Disagree, 

17(18.48%) Neutral 45 (48.91%) Agree, 7(7.61%) strongly agree. 

From   the   above   table    1(1.09%)   Strongly   disagree,    11(11.96%)   Disagree, 

17(18.48%) Neutral, 39 (42.39%) Agree, 24(26.09%) strongly agree. 
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Questioner provided 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

C
u
st

o
m

er
 A

tt
ra

ct
io

n
  

  

I go to know about 

the banks & their 

Services 
2 2.17 8 8.70 21 22.83 42 45.65 19 20.65 3.74 

I am attracted to the 

bank by friends & 

superiors 

3 3.2 6 13 14.13 28 30.43 34 36.96 14 15.22 3.47 

I have been doing 

with the bank 

because of their 

record of 

accomplishment  

1 1.0 9 9.78 38 41.30 41 44.57 3 3.26 3.39 

Table 4.4 Responses of the respondents on customer attraction 

From the above table 2(2.17%) Strongly disagree, 8(8.7%) Disagree, 21(22.83%) Neutral, 

42(45.65%) Agree, 19(20.65%) strongly agree. 

From   the   above   table   3(3.26%)   Strongly   disagree,    13(14.13%)   Disagree, 

28(30.43%) Neutral, 34(36.96%) Agree, 14(15.22%) strongly agree. 

From the above table 1 (1.09%) Strongly disagree, 9(9.78%) Disagree, 38(41.30%) 

Neutral, 41(44.57%) Agree, 3(3.26%) strongly agree. 
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Question Provided  

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

R
el

at
io

n
 M

an
ag

em
en

t 

   

I have friends those 

are working in the 

banking industry 

3 3.2 6 9 9.78 6 6.52 40 43.48 34 36.96 4.01 

Service officer often 

show me concern 

about how I fair in 

each transaction 

1 1.0 9 11 11.96 17 18.4 8 47 51.09 16 17.39 3.72 

Banks encourages me 

to talk superiors any 

time  

 2 3.2 6 8 8.70 20 21.7 4 36 39.13 25 27.17 3.78 

Table 4.5 Responses of the respondents on relationship management 

From the above table 3(3.26%) Strongly disagree, 9(9.78%) Disagree, 6(6.52%) Neutral, 

40013.48%) Agree, 34(36.96%) strongly agree. 

From   the   above   table    1(1.09%)   Strongly   disagree,    11(11.96%)   Disagree, 

17(18.48%) Neutral, 47(51.09%) Agree, 16(17.39%) strongly agree. 

From the above table 3(3.26%) Strongly disagree, 8(8.7%) Disagree, 20(21.74%) 

Neutral, 36(39.13%, Agree, 25(27.17%) strongly agree. 
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Question Provided 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

L
o
y
al

ty
  

   

Trust consistency in  

service delivery 

encourages patronage 

 

0 0.00 5 5.43 17 18.48 45. 48.91 25 27.17 3.98 

Banks have clearly 

defined customer 

service policy 

3 3.26 7 7.61 20 21.74 31 33.70 31 33.70 3.87 

 

Banks honor 

their promise  1.09 6 6.52 16 17.39 41 44.57 28 30.43 3.97 

Table 4.6 Responses of the respondents on loyalty 

LOYALTY 

From the above table 0(0%) Strongly disagree, 5(5.43 %.) Disagree, 17(18.48%) 

Neutral, 45(48.91%), Agree 25(27.17%) strongly agree. 

From the above table 3(3.26%) Strongly disagree, 7(7.61%) Disagree, 20(21.74%) 

Neutral, 31(33.70%) Agree, 31(33.7%) strongly agree. 

From the above table 1(1.09%) Strongly disagree, 6(6.52%) Disagree, 16(17.39%) 

Neutral, 41(44.57%) Agree, 28(30.43%) strongly agree.  
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Question Provided 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

C
o
m

m
it

m
en

t 
 

   

Banks maintain high 

level of integrity this 

makes me 

 

0 0.00 8 8.70 19 20.65 44 47.83 21 22.83 3.85 

Banks' level of 

business innovation 

& Creativity 

encourage me 

0.00 16 

17.3

9 25 27.17 36 39.13 15 16.30 3.54 0.00 

 

Banks' passion for 

service delivery 

makes me to 

anticipate more 

business dealing 

3 3.26 14 15.22 19 20.65 39 42.39 17 18.48 3.58 

Table 4.7 Responses of the respondents on commitment 

 

COMMITMENT 

From the above table 0(0%) Strongly disagree, 8(8.7%) Disagree, 19(20.65%) 

Neutral, 44(47.83%) Agree, 21(22.83%) strongly agree. 

From the above table 0(0%) Strongly disagree, 16(17.39%) Disagree, 25(27.17%) 

Neutral, 36(39.13%) Agree, 15(16.30%) strongly agree. 

From   the   above   table   3(3.26%)   Strongly   disagree,    14(15.22%)   Disagree, 

19(20.65%) Neutral 39(42.39%) Agree, 17(18.48%) strongly agree. 
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Question Provided 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

 

N % N % N % N % N % Mean 

C
o
m

m
it

m
en

t 
 

   
Banks encourage 

face to face dealing 
2 2.1 7 11 11.96 21 

22.8 

3 
34 36.96 24 26.0 9 3.73 

Bank responds to 

message & keep 

client informed 1 1.0 9 9 9.78 19 

20.6 

5 45 48.91 18 

19.57 

 3.76 

 

Banks' employees are 

friendly & 

approachable 
1 

1.0 

9 8 8.70 14 

15.2 

2 40 43.48 29 

31.5 

2 3.96 

Table 4.8 Responses of the respondents on communication 

Communication  

From the above table 2(2.17%) Strongly disagree, 11(11.96%) Disagree, 21(22.83%) 

Neutral, 34(36.96%) Agree, 24(26.09%) strongly agree. 

From the above table 1(1.09%) Strongly disagree, 9(9.78%o) Disagree, 19(20.65%) 

Neutral, 45(48.91%) Agree, 18(19.57%) strongly agree. 

From the above table 1(1.09%) Strongly disagree, 8(8.70%) Disagree, 14(15.22%) 

Neutral, 40(43.48%>) Agree, 29(31.52%) strongly agree. 

Hypothesis testing is aimed at giving the research a standpoint to make definite and 

concrete inference from the analysis carried out depending on the result of the analysis, 

the hypothesis is subject to acceptance or rejection. 
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Analysis 1 

This hypothesis was tested with the research question 3. Which states "is significant 

impact of customer attraction programs on customer loyalty?" 

I have to know about banks' and its products and services through media advertisement. 

From the responses of the respondents concerning the media advertisement of the banks' 

products & services 2(2.17%) Strongly disagree, 8(8.7%) Disagree, 21(22.83%) Neutral, 

42(45.65%) Agree, 19(20.65%) strongly agree. 

I am attracted to banks' by friends and superior. 

From the responses of the respondents concerning that, they are attracted to the banks by 

friends & superior 3(3.26%) Strongly disagree, 13(14.13%) Disagree, 28(30.43%) 

Neutral, 34(36.96%) Agree, 14(15.22%) strongly agree. 

I have been doing business with the organization because of their track record. 

From the responses of the respondents concerning doing business with the bank because 

of their track record 1(1.09%) Strongly disagree, 9(9.78%) Disagree, 38(41.30%; 

Neutral, 4 1(44.57%) Agree, 3(3.26%) strongly agree. 

Decision 

Since customer attraction has a positive result with many numbers of respondents are 

strongly agree & agree which is significant, it has direct relation on relationship 

management & on bank’s performance. 
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Analysis 2 

This questionaries’ was tested with research question 4, which states, "To what extent 

does Relationship management leads to customer's loyalty?"  

I have a couple of mends and acquaintances. 

From the respondent responses concerning about having friends & acquaintances 

3(3.26%) Strongly disagree, 9(9.78%) Disagree, 6(6.52%) Neutral, 40(43.48%) Agree, 

34(36.96%) strongly agree. 

From the above table 1(1.09%) Strongly disagree, 11(11.96%) Disagree, 17(18.48%) 

Neutral, 47(51.09%) Agree, 16(17.39%) strongly agree. 

From the above table 3(3.26%) Strongly disagree, 8(8.7%) Disagree, 20(21.74%) 

Neutral, 36(39.13 %;) Agree, 25(27.17%) strongly agree. 

Good relationship management has a relationship with customer's loyalty. From the 

percentage table, it shows that relationship management has a positive  relationship with 

the bank’s performance. 

Decision 

Since relationship management has a positive relationship with the bank’s performance 

which is significant banks should maintain a sound Customer relationship management 

for earning these benefits.  
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Analysis 3       

This questionaries’ was tested with research question 1, which states "To what degree do 

customer customer's loyalty?" retention programs affect 

 Company open doors to customer's complaint on service delivery 

From the responses of respondents, here is the result from the question. Strongly 

Disagree is 1 (1.1%), Disagree is 6 (6.52%), Neutral 17 is (18.48%), Agree is 48 

(52.17%) & strongly agree is 20 (21.74%) 

Banks nave a good pricing system and service change. From the respondents' responses 

here is the result from the question. Strongly Disagree is 3 (3.26%), Disagree is 5 

(5.43%), Neutral is 22 (23.91%), Agree is 43 (46.74%) & strongly agree is 19 (20.65%) 

Banks show concern towards customer problem. 

The responses of respondents concerning bank attention towards customer problem 

shows 3(3.26%) Strongly disagree, Disagree 5 (5.43%), 31(33.70%) were Neutral, 

45(48.91 %) agree, while 8 (8.7%) strongly agree. 

Good customer retention programs have a significant relationship with customer's 

loyalty. From the percentage table it shows that customer retention & loyalty has 

substantial positive relationship and this makes it significant. 
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Decision  

Since Customer relationship management has a positive relationship with the bank’s 

performance which is significant banks should maintain a sound Customer relationship 

management for earning these benefits from retaining the current customers.  

Analysis 4 

This questionaries’ was tested with research question 2, which states "Does customer 

satisfaction leads to customer's loyalty?"  

Banks focuses to meet customer's expectation. 

From the responses of the respondents on the question 4(4.35%) Strongly disagree, 

12(13.04%)   Disagree.   25(27.17%)   Neutral,   29   (31.52%),   Agree 22(23.91%) 

Strongly agree. 

 Banks service performance is satisfactory. 

From the responses of the respondents on the question 3(3.26%) Strongly disagree, 

20(21.74%) Disagree, 17(18.48%) Neutral, 45 (48.91%) Agree, 7(7.61%) strongly agree. 

I am likely to use their service again 

From the responses of the respondents on the question 1(1.09%) Strongly disagree, 

11(11.96%) Disagree, 17(18.48%) Neutral, 39 (42.39%) Agree, 24(26.09%) strongly 

agree. 
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Good customer's satisfaction programs leads to customer's loyalty From the percentage 

table it shows that customer's satisfaction has a positive and this makes it significant. 

Decision 

Since customers’ satisfaction programs have a positive relationship with the banks 

performance, it is recommendable for the banks to make a sound Customer relationship 

management program for earning these benefits.  
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CHAPTER FIVE:  

Summary of findings, conclusion and recommendation 

5.1. Summary of findings 

In this research primary data was elicited through questionnaire and simple percentage 

was use to analyze the questions was used. The major finding was that amongst all the 

construct of customer attraction, customer retention, customer satisfaction & 

communication has greater impact on customer's loyalty. This means when customers are 

satisfied with an organizations products and services there is a measure of loyalty that is 

going to be created. A good customer attraction program from the market & making 

customers to stay for a long period, by making them satisfied through modern 

communication to them & to the employees helps in creating loyalty. The effect of the 

four antecedents (i.e., customer attraction, customer retention, customer satisfaction & 

communication) accounted for high value of relation management but not limited. 

5.2.  Conclusion 

The key endeavor of this research was to realize the effects of customer relationship 

management on customers’ loyalty in some private commercial Banks of Ethiopia. In 

analyzing the literature for this research, it was observed that the private commercial 

banks in Ethiopia are currently competing to gain and maintain market share. These 

banks are constantly fighting and devising plans that aim to put them above their rivals. 

For banks & other financial institutions the major asset are customers. Therefore, treating 
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customers very well & tailoring the services & products as needed by their customers is 

not an option in the business-making environment without ignoring the level of quality    

that customers need. Now a day's customer relationship management is becoming worthy 

solution making for customers attraction, retention & satisfaction. The study shows that 

customer retention, good customer attraction and customer satisfaction has greater impact 

on customer's loyalty. Therefore, in order for a good customer loyalty to be built a good 

customer attraction, good customer retention, customer satisfaction and communication 

with customers should be adopted into the banks' operation, policy and service delivery. 

5.3. Recommendation 

Based on the result of this study, the researcher recommends the following for gaining 

customers loyalty in the industry of banking in Ethiopia. 

✓ Adopting good Customer attraction program in the organization since it is more 

recognized in the mind of customers especially when it is for the first time.  

✓ Building good customer retention program in the organization to make the 

customer happy with the offer & service  

✓ Good Customer satisfaction programs in the organization if adopted will 

effectively build a loyalty mindset in the customers, which will lead to customer 

loyalty. 

5.4. Future Research  

The focus area of the future research has to be based up on the current limitations. So 

finding the model that generalizes the study to other service rendering businesses an 

indication for the future research topics 
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ADDIS ABABA UNIVERSITY 

SCHOOL OF COMMERCE GRADUATE PROGRAM 

MASTERS IN MARKETING MANAGEMENT 

Questionnaires ON EFFECTS OF CUSTOMER RELATIONSHIP 

MANAGEMENT ON CUSTOMER'S LOYALTY IN BANKING INDUSTRY 

This questionnaire is designed to collect information from bank customers regarding the 

degree of loyalty towards banks customer relationship management. This questionnaire is 

organized under three sections.  Demographic information, CRM dimensions & level of 

customer loyalty 

This questionnaire is expected to be filled up correctly and completely within two days. 

Your willingness and cooperation in giving reliable information is well appreciated and 

the information you provide will be used for academic purpose and will be kept strictly 

confidential. You do not need to write your name. 

If you have any enquiry, you can contact me through the followings: Cell phone number 

+25191 174 45 12, E-mail: agagadissa2020@gamil.com 

 

 

 

 

 

mailto:agagadissa2020@gamil.com
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Section A: Demographic information 

Instruction: Please select an appropriate response category by encircling the number of 

your choice. 

l. Age 

 1.18-30 2.    31-45  3.46-60  4. > 60 

2. Gender 

1. Male 2. Female 

3. Educational background; 

1. High School Complete 2. Diploma 

 3. First Degree                                                   4. Master's Degree 

      Other please specify----------------------- 

 

4. Marital slat us 

 1. Single 2.Married 3. Separated 4.Widowed  5. Divorced 
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Section B, Relationship Marketing Dimensions 

Instruction: The following set of statements describes your general feelings towards 

impacts of customer relationship management on customer's loyalty in the banking 

industry. Please indicate your degree of agreement/disagreement by encircling the 

appropriate number. Where (1=-strongly disagree (SD); 2=Disagree (D); 3=Neutral 

(N); 4=Agree (A); and 5=strongly agree (SA) 

 

No Statements SD D N A SA 

I Customer retention 

1 Banks open doors to customers' 

compliant on service delivery. 

1 2 3 4 5 

2 Banks have a good pricing system & 

service charge. 

1 2 3 4 5 

3 Banks    show    concern    towards    

customer problem. 

1 2 3 4 5 

II Customer satisfaction 

4 Banks focus to meet customer's 

expectation. 

1 2 3 4 5 

5 Banks" service performance is 

satisfactory. 

1 2 3 4 5 

6 I am likely to use the bank's service 

again. 

1 2 3 4 5 
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III Customer attraction  1 2 3 4 5 

7 I go to know about the banks & their 

services though media advertisement. 

1 2 3 4 5 

8 I  am  attracted  to  the   bank   by   friends   1 2               3 

 

4 5 

9 I have been doing with the bank because 

of their record of accomplishment. 

1 2 3 4 5 

IV Relation management 

10 I   have   friends   those   are   working   in   

the banking industry. 

1 2 3 4 5 

11 Service officer often show me concern 

while doing transaction. 

1 2 3 4 5 

12 Banks officers encourage me to talk to 

superior any time. 

1 2 3 4 5 

V Loyalty 

13 Trust  in     service     delivery encourages 

patronage(support) 

1 2 3 4 5 

14 Banks have clearly defined customer 

service policy. 

1 2 3 4 5 

15 Banks honor their promise. 1 2 3 4 5 

VI Commitment  

16 Banks maintain high level of integrity  1 2 3 4 5 

17 Banks'    level    of   business    innovation   

& creativity encourages me. 

1 2 3 4 5 

18 Banks' passion for service delivery makes 

me to anticipate more business dealing. 

1               2 3 4 5 

VII Communication  

19 Banks encourage face-to-face dealing.  1 2 3 4 5 
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20 Banks transmit the  message and keep 

client informed. 

1 2 3 4 5 

21 Banks'      employees      are      friendly      

& approachable. 

1 2 3 4 5 

 

 Section C 

 Customer Loyalty 

Instruction: The following set of statements describes your general level of loyalty in the 

banking industry.  Please indicate your degree of agreement/disagreement by encircling 

the appropriate number. Where (1=strongly disagree (SD); 2=Disagree (D); 3=Neutral 

(N); 4= Agree (A); and 5—strongly agree (SA) 

S.N Statements SD D TV A SA 

22 I am committed to my current 

bank though    other    banks    give    

better customer service. 

1 2 3 4 5 

23 I am loyal to the bank because of 

not finding other choice. 

1 2 3 4 5 

24 I am loyal to the bank since it is 

fulfilling my expectation. 

1 2 3 4 5 

25 I   will be loyal for the bank even 

though    it     does    not    meet    

the expectation. 

1 2 3 4 5 

 


