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Abstract

Brand Loyalty is one of the major tools for any company to survive in a severe competition.
Brand helps in creating relationship between consumer and producer. The purpose of this study
was to investigate the influence of perceived value, service quality, customer satisfaction on
brand loyalty of customers in a comparative study between Commercial bank of Ethiopia and
Awash International bank. Perceived value, service quality and customer satisfaction were
determined to be the input and intervening variables and brand loyalty was determined to be the
output variable and based on this a structured questionnaire was developed. The five hypotheses
were simultaneously tested on a sample of 344 customers out of 384 distributed, giving a valid
response rate of 90 percent. The finding of this study shows that all of the three variables have
positive and significant relationship with brand loyalty which led to the acceptance of the four
hypotheses. The testing of the fifth and the final hypothesis, which set out to find any significant
difference with regard to perceived value, service quality, customer satisfaction and brand
loyalty between Commercial and Awash international bank; there is no significant difference in
the means of service quality and brand loyalty, however there is significant difference between
the means of perceived value and customer satisfaction between the two banks. This led to the
partial acceptance of the fifth hypothesis. These findings are beneficial for both banks to gain

brand loyal customers.

Key Words: perceived value, service quality, customer satisfaction and brand loyalty



CHAPTER ONE

1. Introduction

1.1. Background of the Study
The final objective of the marketing process is to hold existing customers, to gain new ones and
turn these customers into loyal ones and to keep and cultivate this relationship. From several
decades, researchers and practitioners have recognized the importance of brand loyalty in the
marketing literature (Aaker, 1996). Many researchers have studied brand loyalty and have found

that it is an important issue of the marketing activities of an organization.

Different authors have given different definitions of loyalty. The most comprehensive definition
of loyalty is forwarded by Oliver (1999). He states that brand/customer loyalty is deeply held
commitment or re buy or re patronizes a preferred product/service/brand consistently in the
future, thereby causing repetitive same brand or same brand set purchasing, despite situational

influence and marketing efforts having the potential to cause switching behavior.

According to previous studies, Perceived value, service quality and customer satisfaction are
some of the main variables that influence brand loyalty of customers in the banking industry.
According to the definition by Zeithaml, (1988), value for the consumer result from the personal
comparison of the benefits obtained and sacrifices made. It is therefore conceived as a highly
subjective and personal concept (Parasuraman et al., 1985). Also it contains a component of
benefits and another sacrifices, being and essentially utilitarian perception of the result. Service
quality is the consumer’s appraisal of a service’s overall quality. Many service firms have been
using service quality as a differentiation tool. Service quality has a significant impact on business
performance, business costs, customer satisfaction, customer loyalty and profitability (Seth et al.,
2005). Customer satisfaction is one of the most important issue concerning business organization
of all types, which is justified by the customer oriented philosophy and the principles of
continues improvement in modern enterprise (Arokiasamy, 2013) the marketing concept suggest
that a satisfied customer will be more likely to repurchase again, or at least has the intention of
repurchasing again, than those who are dissatisfied.

Many researchers suggest that customer perceived value is strategic weapon in attracting and
retaining customer and is one of the most significant factors in the success of service providers

(Zeithaml et al., 1996; Woodruff, 1997) To gain brand loyal customer, it is necessary to achieve
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customer satisfaction as loyalty is consequences of consumers’ satisfaction (Moliner, 2007)
indeed, studies have found satisfaction to be a leading factor in determining loyalty (Anderson
and Fornell, 1994). The relationship marketing literature indicated a positive relationship
between satisfaction and loyalty. Higher satisfaction levels increase the attractiveness of a
relationship with customers and hence, their commitment to the relationship (Morgan and Hunt,
1994).

Loyal brand users do not only spread positive word of mouth about their preferred brand as well
as defending it in arguments and discussions, but also often talk competitive brands down. This
suggests that brand loyalty to one brand not only influence the brand positively, but also possibly
have negative effects on the competitive brands (Raju et al., 2009) and this is a significant issue
for service providers such as banks in which, trading models for profitability depends on long-
term relationships with customers. Loyalty to a bank can be thought of as continuing patronage
over time.

Brands are considered as the more important assets of the company that make customers loyal
and have value for the end consumer. Thus the brand helps customers in purchase decision
making. Furthermore brand creates a relationship with the customers either the relation is
positive by continuing the brand or negative by moving to the other brand. Different marketing
steps are taken by banks to make customers loyal. They used different programs to attract
customers. In return they get the customers to be loyal for them and talked about the brand
among friends positively. This positive word of mouth is very effective for the banking sector as
it helps them in gaining the great market share.

There are many studies that focused on the advantages of customer loyalty to the brand and their
strength to attain great outcomes (Oliver, 1999). From the practical point of view, in order to
enhance the brand experience it’s important to know how loyalty to the specific brand can be
reinforced. In this observation loyalty of customer shows a wider role and connects the company,

its employees and shareholders with the final consumer of the product.

Cronin et al., (2000) conducted a study to examine the effects of service quality, value and
customer satisfaction on consumer behavioral intention in service environment. They found out
that service is received primarily from perceptions of quality, so in order to have service value

consumers must first view service quality of greater importance than the sacrifices they made.



An important objective for delivering value to consumers is to develop brand loyal customers
who can increase purchase frequency, purchase quantity, and avoid switching behavior (Rust et
al., 2004).

The banking business has undergone changes in the regulation of the sector, changes in
consumers’ demand for services and technological changes (Gardener et al., 1999) because of
this delivering value to customers and their satisfaction is a subject needing more concern if we
want to maintain loyal customers. Due to this, an increasingly open and competitive framework
has been formed, in which many financial entities are beginning to be concerned to develop
defensive strategies in order to avoid indiscriminate loss of customers. According to Jacoby and
Chestnut (1978), firms should strive to maintain long term relationships with their customers in

order to obtain the advantages of a clientele loyal to the firm.

The present research was aimed at studying determinates of brand loyalty of customers in
Ethiopia banking sector in a comparative study of between the leading government owned
commercial bank which is Commercial bank of Ethiopia and private owned commercial bank

Awash International bank.

1.2.  Statement of the problem

The success of a firm performance is affected by the level of loyalty because acquiring new
customers is far more expensive that maintaining existing ones (Carbaugh, 2011). Therefore,
firms that desire to remain competitive, need to build and enhance relationships with loyal
customer because of its benefits that include profitability, business referral and publicity,
customer share and competitive positioning (Hennih Thurau et al., 2002). Given this it is
increasingly becoming difficult to achieve brand loyal customer in competitive environment and
that it remains ambiguous regarding its underlying determinants (Liang and Wang, 2005),
researchers have attempted to develop modes suited to investigate brand loyalty in variety of
contexts. In reviewing these models, it has been established that service quality, customer
satisfaction, perceived value, trust and commitment are the most critical variables in creating and
maintaining loyalty (Kim and Cha, 2002).

However, there is little agreement about which determinants explain the most effective way of
creating and maintaining brand loyalty among customers. Whilst there are a number of variables
that could be useful as determinants of brand loyalty, researchers have considered service

quality, customer satisfaction and perceived value as the cornerstones in relational exchange
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between service providers and customers (Liang and Wang, 2005 and Palmatier et al.,2006).
Despite the recognition that service quality, customer satisfaction and value are important
determinants of customer brand loyalty, critical research gaps remain regarding their combined
effect on brand loyalty of customer in commercial banking. Most of the previous studies focused
on the single determinants of customer brand loyalty such as the service quality, satisfaction,
perceived value, trust, retention, customer loyalty programs, social capital, demographic

variables as well as customer service in service firms.

Even though the banking sector of Ethiopia is thriving radically, the service quality level,
perceived value and customer satisfaction has not been thoroughly examined. Since 1991, when
the Derge regime was overthrown, the banking sector has been growing in many dimensions.
The total banks’ number has gone up from about four to nineteen and the number of branches
has grown up from about less than one hundred to more than a thousand. The growth has enabled
different region of the country to get banking service through different approaches (Abiyot and
Gemechu, 2016). However, the increase in availability and accessibility does not guarantee
competitiveness in the globalized business environment. Nowadays, perceived value, service
quality and customer satisfaction are in haphazard manner the banking sector to survive and
grow because of the existence of stiff competition between the government owned commercial
bank and the private owned commercial banks and since most banks in Ethiopia provide similar
services; it is getting incredibly challenging for banks branch managers to maintain a brand loyal
customer. In the same token, the growing demand for quality service and growing expectation
from the domestic consumers as a result of improving educational background and burgeoning
income, it is a must to gauge service quality, perceived value and customer satisfaction in order
to maintain brand loyal customers. Hence the present study was attempted to investigate the
determinates of brand loyalty of customers in a comparative study between commercial bank of
Ethiopia and Awash International bank within the selected branches under the district of north,

south, east and west Addis Ababa districts.



1.3. Research question
The answer for the following questions all together provided us the possibility to reach the
objective of this research.
e How does perceived value, service quality and customer satisfaction influence brand
loyalty in Commercial bank of Ethiopia and Awash international bank?
e To what extent does perceived value, service quality and customer satisfaction influence
brand loyalty in the two banks?
e What is the relationship between perceived value, service quality and customer
satisfaction in the two banks?
e |s there any significant difference between the two banks regarding perceived value,
service quality, customer satisfaction and brand loyalty dimensions?
e How can perceived value, service quality and customer satisfaction can be improved in

order to increase brand loyalty in the two banks?

1.4.  Research objectives

1.4.1. General objectives
The general objective of this study was to investigate determinates of brand loyalty of customers
in a comparative study between Commercial bank of Ethiopia and Awash International bank.

1.4.2. Specific objectives

e To find out the extent in which perceived value, service quality and customer satisfaction
influence brand loyalty of customers in CBE and AlIB.

e To investigate the relationship between customer perceived value, service quality and
customers satisfaction in the two banks.

e To test significant differences between Commercial bank of Ethiopia and Awash
international bank regarding their perceived value, service quality, customer satisfaction
and brand loyalty dimensions in the two banks.

e To find out how satisfaction, service quality and perceived value can be improved in

order to increase brand loyalty of customers in the two banks.



1.5.  Significance of the study
In a service sector like banking industry, firms really need to be more alert of their customer
needs and wants and in order to sustain competitiveness in the marketplace; each bank needs to
provide excellent service towards the entire customer. If firms failed to maintain and enhance
their service, it is impossible for them to achieve their target and maintain brand loyal customer.
Therefore, it is important that each bank provide great service by fulfilling their entire customer

needs, increase customer satisfaction and ultimately gain brand loyalty customers.

Therefore, the result of this study will be served as an input for the organization to assist in
decision making, in identifying key variables in order to develop strategies to improve perceived
value, service quality and customer satisfaction and by understanding these variables, the

management of both banks can derive ways to improve brand loyalty of customers.

Furthermore, this study will be used as a baseline and serve as a reference for those who want to
conduct further investigation in this area.

1.6.  Scope and limitation of the study
1.6.1. Scope of the study

This study was delimited conceptually, geographically and as well as methodologically.

Cor;ceptually: this study focused on the influence of perceived value, service quality, and
customer satisfaction on brand loyalty of customers. The perceived value, service quality and
customer satisfaction was determined to be the input and intervening variables and brand loyalty
was determined to be the output variable.

Geographically: there are 19 commercial banks in Ethiopia, but since it is impractical and
unmanageable to include all banks in Ethiopia because of time and resource limitations the study
was delimited on the biggest and oldest government owned commercial bank which is
Commercial bank of Ethiopia and the second biggest private owned commercial bank Awash
International bank S.C.

Methodologically: this research was a sample survey research i.e. based on the representative
sample conclusion for the population was made. Additionally, the main source of this data was

questionnaires and secondary data.



2.1.1. Limitation of the study

This research has some limitation, which are time and money. Although this sample size is
proved by the Israel’s formula and it is a valid sample size, but if the time allowed this research
could be done in biggest sample size which needs time and money. But all attempts were used

not to allow the limitations to have influence on the result.

Moreover, the study was focused only on Commercial bank of Ethiopia and Awash International
bank particularly on the few branches under the four districts north, south, west and east which

exists in Addis Ababa and also the result may not represent the whole population.

2.2.  Organization of the study

This thesis was organized into five chapters. The first chapter included the introduction which
consisted background of the study, statement of problem, objectives, research questions, research
hypothesis, significance of the study, scope and limitation of the study. The second chapter
addressed the review of related literatures which consisted of theoretical backgrounds, review of
previous empirical studies and conceptual frameworks. The third chapter consisted the research
methodologies applied in the study. Chapter four focused on the result and discussion of the

study. Finally, chapter five focused on conclusions and recommendations of the study.



CHAPTER TWO

2. Review of related literature

2.1.Introduction
This section shall provide general literature on definition of concepts which is the theoretical
framework, discussion of major findings the empirical framework and the research hypotheses
the conceptual framework.

2.2.Theoretical review
A theoretical basis that explained the relationship between customer loyalty and service quality,
customer satisfaction and value was drawn from the social exchange theory. The theory attempts
to explain the nature of the relationships between service quality, perceived value, satisfaction
and loyalty. The theoretical model adopted for this study was derived from the social exchange
theory (Homans, 1958), which implied that all human relationships are formed by the use of
cost-benefit analysis and comparisons of alternatives. Homans, (1958) suggested that when an
individual perceives the cost of a relationship outweighs the perceived benefits, then the person
will choose to leave the relationship. The theory further states that persons that give much to
others try to get much from them, and persons that get much from others are under pressure to
give much to them. The social exchange relationships between two parties develop through a
series of mutual exchanges that yield a pattern of reciprocal obligations to each party.

Social exchange theory indicates that individuals are willing to maintain relationships because of
the expectation that to do so will be rewarding. Individuals voluntarily sacrifice their self-
benefits and contribute these benefits to other individuals with the expectation for more future
gains. Thibaut and Kelly (1959) proposed that whether an individual retains a relationship with
another one depends on the comparison of current relationship, past experience and potential
alternatives. The constant comparison of social and economic outcomes between a series of
interactions with current partners and available alternatives determines the degree of an

individual’s commitment to the current relationship.

The theory was appropriate for this study because service encounters can be viewed as social
exchanges with the interaction between service provider and customer being a crucial component
of satisfaction and providing a strong reason for continuing a relationship (Barnes, 2007). Social
exchange theory attempts to account for the development, growth and even dissolution of social



as well as business relationships. In other words, people (or business firms) evaluate their reward
cost ratio when deciding whether or not to maintain a relationship. Rewards and costs have been
defined in terms of interpersonal (e.g. liking, familiarity, influence), personal (gratification
linked to self esteem, ego, personality) and situational factors (aspects of the psychological
environment such as a relationship formed to accomplish some task). In a services context,
considering the level of interpersonal contact needed to produce services, there is a range of
psychological, relational and financial considerations that might act as a disincentive for a
hypothetic change of service providers.
2.2.1. Brand loyalty

The final objective of the marketing process should be to hold existing customers, to gain new
ones and to turn these customers into loyal ones and to keep and cultivate this relationship. From
several decades, researchers and practitioners have recognized the importance of brand loyalty in
the marketing literature (Aaker, 1996). Many researchers have studied brand loyalty and have
found that it is an important issue of the marketing activities of an organization.

Different authors have given different definitions of loyalty. The most comprehensive definition
of loyalty is forwarded by Oliver (1999). He states that brand/customer loyalty is a deeply held
commitment to re buy or re patronize preferred product/service/brand consistently in the future,
thereby causing repetitive same brand or same brand set purchasing, despite situational
influences and marketing efforts having the potential to cause switching behavior.

Loyalty can be important and valuable to both customers and the service provider. According to
Aaker (1996), brand loyalty allows firms to employ price premium strategies. These strategies
increase the level of cash flow. As loyal customers buy repeatedly the brand, they spend more on
it and not only in one certain product but also in different products of the brand.

2.2.2. Customer satisfaction

Customer satisfaction has become a key intermediary objective in service operations due to the
benefits it brings to organizations (Parasuraman et al., 1988).The importance of customer
satisfaction is derived from the generally accepted philosophy that for a business to be successful
and profitable, it must satisfy customers. Oliver (1997) describes satisfaction as the summary
psychological state resulting when the emotion surrounding disconfirmed expectations is coupled
with the consumer’s prior feelings about the consumption experience. Cronin et al. (2005)

support this view in a service setting, claiming that satisfaction is the result of comparison of
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expectations prior to purchase and consumption with service performance, whereas positive
disconfirmation increases or maintains satisfaction while negative disconfirmation creates
dissatisfaction.

Satisfaction refers to the buyer's state of being adequately rewarded in a buying situation for the
sacrifice he or she has made (Al-alak, 2010). Adequacy of a satisfaction is a result of matching
actual past purchase and consumption experience with the expected reward from the brand in
terms of its anticipated potential to satisfy the customer's motives (Loudon et al., 1993). Oliver
(1997) defined satisfaction as the customer's fulfillment response. It is a judgment that a product
or service feature, or the product or service itself, provides a pleasurable level of consumption-
related fulfillment. Zeithaml et al. (2009) translated Oliver's definition of satisfaction to mean
that satisfaction is the customer's evaluation of a product or service in terms of whether that
product or service has met their needs and expectations. The customer satisfaction literature
shows that expectation is the most direct determinant of satisfaction, followed by perceived
performance (Kim & Lough, 2007).

Customer satisfaction depends on a variety of factors, including perceived service quality,
customers’ mood, emotions, social interactions, and other experience-specific subjective factors
(Oliver, 1997). According to Zeithaml et al. (2009), the two constructs are likely to be positively
correlated, but unlikely to be linear. Although researchers have generally agreed on the
conceptions and distinctiveness of service quality and satisfaction, their causal relationship is yet
to be resolved.

2.2.3. Perceived value

Many researchers suggest that customer perceived value is a strategic weapon in attracting and
retaining customers and is one of the most significant factors in the success of service providers
(Zeithaml, 1988; Zeithaml et al., 1996; Woodruff, 1997). According to Zeithaml (1988),
perceived value is the customer’s overall assessment of the utility of a product based on
perceptions of what is received and what is given. Gale, (1994) assesses that customer value is
market perceived quality adjusted for the relative price of your product and depends on the
customer’s opinion of products/services as compared to that of the competitors. According to
Woodruff (1997), perceived value is the result or the benefit customers receive in relation to the

price paid for the product/service.
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The construct of perceived value has been identified as one of the most important elements for
gaining competitive advantage and a very important indicator of repurchase intentions
(Parasuraman and Grewal, 2000). Several authors state that perceived value affects satisfaction,
customer loyalty, and other important outcomes (Cronin et al., 2000).
2.2.4. Service quality

In recent decades, service quality has taken a lot of attention among practitioners, managers and
researchers. This is attributed to the growing role of the service sector in the global economy.
Many service firms have been using service quality as a differentiation tool. Service quality has a
significant impact on business performance, business costs, customer satisfaction, customer
loyalty and profitability (Seth et al., 2005). In the growing competitiveness, companies selling
goods also are enriching their offer by using services. It is not easy to make evaluations through
services quality comparisons. This difficulty derives from the four distinct characteristics of
services; intangibility, perishability, inseparability and heterogeneity. As a result, it is more
complicated to achieve customer satisfaction and to establish competitive advantage in the
service sector. The same, excellent quality must be delivered any time the service is delivered.
So, service quality is crucial to the success of any service organization. Zeithaml (1988) defined
service quality as the assessments of the costumers about a product’s overall excellence or
superiority. He states that services are difficult to evaluate because they contain many experience

and credence attributes and because the service varies to different customers.

Different researchers state that there is no uniformly accepted definition of service quality as the
service quality is difficult to define (Cronin and Taylor 1992; Parasuraman et al., 1997). The
findings of the study of Athanassopoulos et al. (2001) in the banking sector indicate that when
customers assess customer satisfaction to be high, they decide to stay with the existing service
provider and subdue their negative behavioral intentions. Furthermore, their results indicated that

customer satisfaction is associated positively with word-of-mouth communications.

2.3.Empirical literature review
The study of Bowen and Shoemaker (1998) found that loyal customers may return and purchase
more in the service provider, perform partnership activities and are more likely to use other
services of the service provider. Their study on the hotel industry, also showed that the loyal

customer encourage other people to use the hotel service. In spreading the word of mouth they
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help the organization on doing marketing for it and help in reducing the marketing expenses of
the organization.

Many empirical studies show that satisfaction is a predictor of brand loyalty for consumer
services (Pritchard et al., 1999). Satisfaction is the customer’s post-purchase evaluation and
affective (emotional) response to the overall product or service experience. It is a measure of
how customer’s needs, wishes, desires or expectations have been met or exceeded. Like
customer loyalty, it is a behavior that customers explicitly vocalize or exhibit. It is strong
indicators of behavioral variables such as repurchase intentions, word- of- mouth
communications and loyalty. However, several studies indicate, customer satisfaction is no
guarantee for customer loyalty.

When consumers are satisfied with the product or the service they are more prone to return and
buy it again. This leads to a continuous behavior of the consumer and to a long term relationship.
Studies on this field consider consumer satisfaction as a determinant construct leading to
consumer behavior (Garbarino and Johnson, 1999). Different studies have proven that brand
satisfaction is strongly correlated with the intention to repurchase and recommend (Kandampully
and Suhartanto, 2000). Client satisfaction is generally assumed to be a significant determinant of
repeat sales, positive word-of-mouth, and consumer loyalty (Kandampully and Suhartanto,
2000).

The theory of the expectancy disconfirmation was developed by Oliver (1980) and has been the
base for conceptualizing customer satisfaction in retail and service industry from different
researchers. Oliver (1980) proposed that satisfaction level is a result of the difference between
expected and perceived performance. According to Zeithaml et al. (1996), the level of customer

satisfaction depends on the ability of the supplier to meet the customer’s norms and expectations.

Giese and Cote (2000) state that does not appear to be a consensus regarding the definition of
customer satisfaction despite many attempts to measure and explain it. They think the way
satisfaction is defined is important on interpreting its response. They think customer satisfaction
is an effective response that varies in intensity, pertains to a particular focus and occurs at a
particular time and is limited in duration. Satisfaction with previous purchase experiences plays
an important role in determining future purchase behaviors (Pritchard et al., 1999). Several
studies have stated that consumer satisfaction positively influences loyalty (Bowen and
Shoemaker, 1998). Empirical evidence confirmed that satisfaction has strong influence on
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loyalty intention such as intention to recommend and intention to repurchase (Kandampully and
Suhartanto, 2000). The study of Cronin et al. (2000) showed strong relationship between
consumer satisfaction and loyalty.

In service industries is necessary a high level of contact between service providers and
customers. The greater customer satisfaction with the service provider and with the all service
experience, the more they feel they can trust both the organization itself and the personnel that
provide its service.

Empirical research has shown that perceived value is a key determinant of repurchase intention
(Cronin et al., 2000). Hu et al., (2009) performed a study to investigate the linkages among
service quality, satisfaction, perceived value and image. The results indicated that that perceived
value significantly affects customer satisfaction. So, the higher the perceived value the higher the
client overall satisfaction with the service provider. According to Dodds et al. (1991), the

perception of value directly influences willingness to buy.

The results of the study of Oh (1999) showed that perceived value is an immediate antecedent to
customer satisfaction and repurchase intention. It also affects directly and indirectly word of

mouth through customer satisfaction and repurchases intention.

Research studies have suggested that perceived value may be a better predictor of repurchase
intentions than customer satisfaction or service quality (Cronin et al., 2000; Woodruff, 1997).
Some researchers have found that service perceived value is an antecedent of satisfaction,
behavioral intentions (Cronin, et al., 2000; Dodds et al., 1991) and customer loyalty (Dodds et
al., 1991). So, perceived value has a critical mediating role and a direct positive relationship with
customer loyalty (Lemon et al., 2001). Furthermore, perceived value is found to have a
significantly positive effect on overall satisfaction and both of them reveal significant positive
effects on behavioral intentions in the airline service context (Chen, 2008).

i. Perceived value dimensions
When investigating the concepts of perceived value, two major approaches to conceptualization
and dimensionality of perceived value can be identified. The first approach holds that consumers
derive value according to the difference between ‘utility’ provided by attributes of a product and

disutility represented by price paid (Tellis and Gaeth, 1990).
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There are quite number of empirical research used the value dimensions of perceived value,
Sweeney and Soutar (2001) introduced functional value as cognitive base and emotional and
social value as affective base. On the other hand, authors such as Gale (1994) developed
economic value (products and services) and affective value (emotional and social) to manage the
customer value in service. Furthermore Sanchez et al. (2006) developed perceived value as more
extensively in terms of functional value in installation, functional value of contact personnel,
functional value of purchase quality, functional value of price, emotional value and social value
and apply all these five dimensions in the area of perceived value in purchasing a tourism
product.

Since services are complex the relationship should be included when talking about value
perception (Gronroos, 1996). Most of the research focused on value of physical product and
neglected relational dimensions of perceived value (Dwyer and Tanner, 1999). Thus, it is
necessary to understand the dynamic nature of value creation in relationship (Eggert et al., 2006)
instead of just (augmented) product (Gronroos, 2000; Ravald and Grénroos, 1996). Kandampully
and Duddy (1999) also commented that it is the relationship that sets the value of service and
relationship must be included when there is value perception is discussed. Lindgreen and
Wynstra, (2005) recommended future researcher to look into two main perspectives: one
focusing on value of products and the other one dealing with value of relationships. Based on
this critical reviews and recommendations, authors proposed the multidimensional perceived
value as functional and relational value.

- Functional value: it is referred as rational and economic valuations of individuals. The
quality of product and service form this dimensions (Woodruff, 1997)

- Relational value: it is referred to how customers assess benefits and effectiveness of
working relationships with one supplier relative to alternative suppliers (Ulaga, 2003;
Wilson et al., 1995).

- Emotional value: it is referred to the utility derived from the feelings, or affective states

that a product generates. (Duman, 2002).

ii. Service quality dimensions
A research study that was recognized as one of the most wide ranging studies in the area of
service quality was conducted by Parasuraman et al. (1988). It was offered as a multidimensional

construct. In their original formulation Parasuraman et al. (1985) identified ten components of
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service quality; Reliability, responsiveness, competence, access, courtesy, communication,
credibility, security, understanding/knowing the customer, tangibles. In their work of 1988, these
components were collapsed into five service quality dimensions. The current form of
SERVQUAL includes twenty two sub divisions which assist measuring service quality across the
five rater dimensions which are applicable to service providing organization in general (Akter et
al., 2008).

- Reliability: the ability to carry out the promised service dependably and accurately.

- Responsiveness: the willingness to support and/help the customer and provide prompt
service. It emphasizes special treatment and promptness in dealing with customer query,
complaints and problems. It is communicated to customers according to the length of
time they have to stay in order to get support, answer their questions, or special attention
to their problems.

- Tangibility: referring to the appearance of physical facilities, equipment and appearance
of personnel or staffs. It represents the physical image of the service that the customer
will use to evaluate service quality.

- Assurance: referring to the knowledge and courteousness of the staff and their ability to
entertain trust and confidence. Assurance is significant for services that customers
perceive as high risk or where they feel doubtful about their ability to measure outcomes.
This is especially significant to banking services and healthcare.

- Empathy: providing individualized attention provided to customers. The essence of
empathy is conveying, through personalized or customized or individualized services that

customers are unique and special and their needs are specified.

Heskettet al. (1997) provide empirical evidence to show that creating value for customers,
employees, and investors forms a reinforcing cycle of superior performance. Their findings show
the existence of direct and strong relationships between profit; growth; customer loyalty;
customer satisfaction; the value of goods and services delivered to customers; service quality and
productivity; and employee capability, satisfaction, and loyalty. According to the definition by
Zeithaml (1988), value for the consumer results from the personal comparison of the benefits
obtained and the sacrifices made. It is therefore conceived as a highly subjective and personal
concept (Parasuramanet al., 1985). Also it contains a component of benefits and another of

sacrifices, being an essentially utilitarian perception of the result. It is thus a general view
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applicable in the field of products, services and relationships. The benefits component, or what a
consumer receives from the purchase, would include the perceived quality of the service and a
series of psychological benefits (Zeithaml, 1988). The quality of service is a fundamental
element in the perception of perceived value, as it is the most difficult thing for competitors to
imitate (Parasuraman and Grewal, 2000) and the base on which differentiation (Berry, 1995) and
competitive advantage (Reichheld and Sasser, 1990) are sustained. The sacrifices component,
what the consumer must contribute, would be formed by the monetary and non-monetary prices,
i.e. money and other resources such as time, energy, effort, etc. Thus for the customer to buy the
product, or to buy it again, it has to be endowed with value, either by incorporating benefits or by
reducing the sacrifices to the customer, setting a price that the latter can afford (Doddset al.,
1991).

The second approach is based on the conception of perceived value as a multidimensional
construct (Woodruff, 1997; De Ruyteret al., 1997 and 1998; Sweeney and Soutar, 2001;
Sanchezet al., 2006, Roig, 2006). Many researchers tried to classify the underlying dimensions
with regard to purchasing and consumption (Broekhuizen, 2006). In this sense authors such as
Mattson (1991) deal with the multidimensionality of perceived value and capture the cognitive

and affective aspects of perceived value.

Kotler (1997), also, argued that customer value can be understood in terms of values (product
value, service value, employee value, and image value) and costs (Monetary cost, Time cost,

Energy cost and Psychic cost).

Wang et al. (2001) developed a research and offered an integrative framework for customer
value and CRM performance based on the identification of the key dimensions of customer
value. Emphasizing the customer equity-based view, the paper explores the decomposed effects
of customer value on CRM performance in terms of relationship quality and customer behaviors.
This study adopted the framework suggested by Sweeney and Soutar (2001) and measured the
customer value on the basis of benefits and costs and using questionnaire, tests it in the securities
service industry of China. The questionnaire involved items of various constructs (such as
customer value, customer behavior-based CRM performance, customer satisfaction, and brand
loyalty). After analyzing data, it was found that all dimensions of customer value had a

significant effect on customer satisfaction (Wang, 2001).
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Huang and Tai (2003) developed a research aiming at developing scales to measure customer
value, through a cross-cultural investigation of the similarities and differences of university
female students buying habits with respect to skin care and cosmetics products from Japan,
Korean, Taiwan, and China. They concluded that to market products effectively in an
international market, marketing managers should understand the fundamental source of customer

value for their products in each country (Huang et al. 2003).

Another research developed by Roig et al. (2009), analyzed the dimensionality of the concept of
perceived value in the banking sector, adapting the scale of measurement of perceived value

developed by Sanchez et al. (2009) in the tourism sector.

As it is still not clear how value interacts with related marketing constructs, Eggert and Ulaga
(2002) have called for an investigation of the interrelationship between customer satisfaction and
customer value to reduce the ambiguities surrounding both concepts. They investigated whether
customer value and satisfaction represent two theoretically and empirically distinct concepts.
Also, they addressed whether value is a better predictor of behavioral outcomes than satisfaction
in a business marketing context. Two alternative models were developed and empirically tested
in a cross sectional survey with purchasing managers in Germany. The first model suggested a
direct impact of perceived value on the purchasing managers’ intentions. In the second model,
perceived value was mediated by satisfaction. The result was that value and satisfaction can be
conceptualized and measured as two distinct, yet complementary constructs. Also customer

satisfaction was a better predictor of behavioral outcomes.

In view of the construct's complexity and richness, a research program on customer-perceived
value was set up by Lapierre (2000), in two phases, in IT industry. The goal of the first phase
was to demonstrate the existence of customer value in the IT sector. The primary objectives of
the second phase were to provide more information about customer-perceived value structure
and to test two structures with three segments of industrial service customers that are big users of
information technology (IT). The findings generally support both structures and provide
empirical support for a value proposition with 13 value drivers. Furthermore, results indicate that
most of the 13 drivers are assessed in a similar way by industrial customers of three service
sectors surveyed, ICE (information, communication, and entertainment), distribution and

finance. Flexibility and responsiveness two service-related benefits - are important value drivers
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for all the business customers surveyed. Relationship value drivers are assessed the most
differently in two of the three sectors studied, finance and ICE (information, communication,

entertainment) (Lapierre, 2000).

Cronin et al., (2000) conduct a study to examine the effects of service quality, perceived value,
and customer satisfaction on consumer behavioral intention in service environments. They found
that service value is received primarily from perceptions of quality. So, in order of having
service value consumers must view service quality of greater importance than the sacrifices they
made. An important objective for delivering value to customers is to develop loyal customers
who can increase purchase frequency, purchase quantity, and avoid switching behavior (Rust et
al., 2004). According to de Ruyter et al., (1997) and Tam (2000), the role of perceived value in
consumer behavior has received far lesser attention than service quality and customer

satisfaction. Other studies are necessary to explore the role of perceived value.

Customer loyalty research has mainly centered on the loyalty consumers display towards
tangible products that is often referred to as brand loyalty. Although the concept of customer
loyalty to tangible goods (brand loyalty) has been studied extensively by marketing scholars,
relatively little empirical research has examined loyalty to service organizations (service quality)
significant gaps exists in marketing literature to become loyal to service organizations.

A customer who is not satisfied with the service provider cannot be expected to have a good
relationship with the firm, as satisfaction of customer is at the core of exchange relationship.
Hence, decisions to retain right customers and to divest wrong customers should start by
examining customer satisfaction (Woo and Fock, 2004). In a study of business to business
relationship, Dorsch et al. (1998) found that more satisfied buyers have high quality relationship
with their vendors. Hallowell (1996) argued that customer satisfaction on its own cannot produce
lifetime customers because satisfied customers may switch to other service provider. Yang and
Peterson (2004) supported her view and proved that customer satisfaction together with
perceived value are potentially positive contributors to consumer loyalty and their contribution is
provided through dimensions of perceived value such as perceived ease of use, customer
services, product portfolio, and security/ privacy. Several service marketing literatures also
indicated that two important antecedents of loyalty are perceived value and customer

satisfaction.
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2.3.1. The role of brands in the service industry

Brand, as the research of Erdem and Suites (1998) indicate, is an important communication tool
in the collection of company’s customer relationship management (CRM). The study that is
made based on information of economic sample is used in product, and suggests that brands are
valuable to consumers because of two reasons; (1) because they reduce the perceived risk of
consumption and (2) because of their cost saving indecision making. The basis of these
statements is that, brand is ineffective sign of market, which the company will expand it to pay
attention to market asymmetry. In other words, consumers are less aware about a company’s
products or services in comparison to the company, therefore it will be in unfavorable conditions,
which eventually will lead to consumer uncertainty about the product (Sweeney & Swait, 2008).

Although the same argument directly is not applicable about services, there is also information
asymmetry among consumers of service. It essentially will provide amount of uncertainty in
consumers about (1) promises that the company has promised the mind the ability and
willingness to their fulfillment and (2) the advantage of maintaining a long term relationship with

of service providers to consumer.

This asymmetry, will lead customer to unfavorable condition in relation with company. Hence,
the company to compensate this uncertainty, try to show its willingness to fulfill a service
promises to customers, will be motivated. Brands will lead consumers influence companies, and
encourage them to behave appropriately, i.e. makes force companies to fulfill their promises to
consumers (Hanifi, 2010). Brand will adds the value of company in two ways: initially will force
customers to development concentrate and awareness, then remind current customers to think
about company and will do this appropriately. In latter one, the concept of developing a
relationship will be significant with brand. Brand can be described as a mechanism to involve the
buyer and seller in a long term relationship and play an important role to creating this
relationship. Therefore, brand can be act as a defensive marketing instrument in order to retain
current customers as well as, an offensive marketing instrument to attract new customers. The
importance of defensive marketing in the context of services will be remarkable by knowing the
fact that the cost of attracting a new customer is much more than the cost of maintaining an
existent customer. It is important to understand that in the context of services, the main service

brand, and relevant organization often have same meaning.
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Brand development, will play a special role in service firms, because powerful brands increase
the trust of customers towards invisible purchasing. Powerful brands will lead customers to
better imagine and understand intangible products and goods. They reduce the customers’
perceived financial, social and security risk in purchasing services that evaluating their priorities
is difficult.

The intangibility of a product does not mean that brand development for services in comparison
to products is less important than brand for services in comparison to products; just its
application in some aspects is slightly different. Assuming natural difficulty in discriminating
between products that are without physical differences and intensive competition within service
markets that most of them are lawless, brand development in service is crucial. A powerful brand
is “a safe place for customers". Invisibility of services will cause their purchasing from a safe

place being an attractive proposition to customers (Berry, 2000).

2.4. Conceptual frame work and research hypothesis
2.4.1.  Conceptual framework
Reichheld (1996) showed that a 5% increase in customer retention consistently resulted in 25-
100% profit increase, depending on the type of the service. So, brand loyalty leads to bigger
market share as the same brand is purchased continuously. As the loyal customers use the same
brand they are more confidential with it and as a result the level of trust on the brand is higher
and the level of the risk of the loyal customers or other customer who they advice the service
provider is reduced (Bowen and Shoemaker, 1998).
Brand loyalty, as an important instrument of marketing strategy, leads to many advantages.
According to Rowley (2005), some of the benefits of brand loyalty are:

e lower customer price sensitivity

e reduced expenditure on attracting new customers

e Improved organizational profitability.

According to Delgado-Ballester and Munuera-Aleman (2001), brand loyalty generates value to
companies. It leads in:

e asubstantial entry barrier to competitors

e anincrease in the firm’s ability to respond to competitors threats

e greater sales and revenues
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e acustomer base less sensitive to the marketing efforts of competitors

In the existing literature, customer loyalty has been defined and measured from different
perspectives. The first is the behavioral perspective, the second the attitudinal perspective and
the third one is composite loyalty (behavioral and attitudinal loyalty). So there are three main
views of research in loyalty: one dimension of behavioral loyalty (Kandampully and Suhartanto,
2000), one dimension of attitudinal loyalty (Bennett and Rundle-Thiele, 2004) and two
dimensions or composite loyalty (Day, 1969; Jacoby and Chestnut, 1978; Dick and Basu, 1994,
Pritchard et al., 1999). From the behavioral view, customer loyalty is defined as patronage, the
proportion of times a consumer chooses the same service compared to the total number of
purchases made by the consumer in that category (Rundle-Thiele and Bennett 2001). Attitudinal
loyalty is an attitudinal predisposition that consists on commitment to a brand, intention to
repurchase the brand and an overall attachment to it (Mellens et al., 1996). Attitudinal concepts
are manifested in providing positive word of mouth and recommending the service to the others

(Zeithaml et al., 1996) and encouraging others to use the service (Bowen and Shoemaker, 1998).

The use of both behavioral and attitudinal components of loyalty was first proposed by Day
(1969). According to Dick and Basu (1994), customer loyalty is the result of psychological
processes and has behavioral manifestations, and should therefore incorporate both attitudinal
and behavioral components. According to Jacoby and Chestnut (1978), brand loyalty is a
construct that has both attitudinal and behavioral elements when defined as the biased
(nonrandom) behavioral response (purchase) expressed over time by some decision-making units
with respect to one or more alternative brands out of a set of such brands, which is a function of

psychological (decision making, evaluative)processes.

There are several studies exploring the antecedents of loyalty. They show that loyalty is a
complex issue. Different studies have shown that service quality, customer satisfaction and
perceived value are frequently viewed as good predictors of brand and customer loyalty (Chen,
2008; Cronin et al., 2000). These studies have determined the relationships among customer
perceptions of service quality, perceived value, customer satisfaction and post-purchase
behavioral intensions (Chen, 2008; Cronin et al, 2000). According to Cronin et al. (2000), and

Chen (2008), these constructs have been shown to be good predictors of behavioral intentions.
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Customer satisfaction is requisite for loyalty but it is not for sure that satisfied customers may
become loyal ones. Researchers have suggested that satisfaction is a necessary but not a
sufficient condition for loyalty. This because satisfied customers would turn to other service
providers whom they believe could offer them better value and quality (Bennett and Rundle-
Thiele, 2004). Customer loyalty is not the same as customer satisfaction. The service provider
can attain customer satisfaction without their loyalty, but it is difficult to have customer loyalty
without their satisfaction (Shoemaker and Lewis, 1999). According to them, loyalty extends
beyond simple satisfaction.

Most of the studies according customer satisfaction and loyalty only test the relationship between
customer satisfaction and loyalty (Oh, 1999). So there is need for other research on customer
satisfaction and brand loyalty in different service industries as this in may lead to different

results.

Empirical studies show that satisfied customers tend to be more loyal than less satisfied ones and
are therefore crucial to the firm’s profitability (Reichheld and Sasser 1990). Conversely,
dissatisfaction may lead to customers defections. Satisfaction thus relates positively to customer
loyalty and dissatisfaction may result in customer defections. Bowen and Chen (2001) say that
maintaining satisfied customers alone is not sufficient, there has to be extremely satisfied
customers to ensure loyalty. However, customer satisfaction in itself will not translate into
customer loyalty but can foster loyalty to the extent that it is prerequisite for maintaining a
favorable relative attitude, recommending others and repurchasing from a firm. Once customers
recommend a firm, it fosters re-patronage and loyalty towards the firm.

Customer satisfaction and service quality are the most frequently explored antecedents of
customer loyalty. The services literature is replete with examples of the attention directed to the
study of satisfaction and typically identifies a positive relationship between satisfaction and

loyalty-related outcomes ((Rust and Oliver, 1994).

The concept of perceived service quality is closely related with satisfaction and loyalty. In
practice, service quality and satisfaction are often used interchangeably. Anderson and Sullivan
(1993) state that satisfaction requires previous consumption experience and depends on price,
while quality can be perceived without previous consumption experience and does not normally

depend on price.
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Some researchers have suggested that perceived service quality is an antecedent of customer
satisfaction (Anderson and Sullivan 1993; de Ruyter et al., 1997). Others sustain that customer
satisfaction precedes perceived service quality (Zeithaml and Bitner, 2003). This confusion about
the relationship between satisfaction and perceived service quality may derive from absence of
consensus on the definition and of the two constructs. The relationship between quality and
satisfaction is complex.

The constructs of service quality, perceived value, and customer loyalty have been gaining
increasing prominence in the marketing literature and in business practice and these constructs
will continue to be critical (Parasuraman and Grewal, 2000). The study of Parasuraman and
Grewal (2000) and previous ones support the general notion that service quality enhances
perceived value, which, in turn, contributes to customer loyalty. They state that service quality is
also a logical driver of perceived value and that service quality is much more difficult for

competitors to copy effectively that is product quality.

Service quality and customer satisfaction alone cannot sustain competitive advantage because
customer requirements are fast changing and firms have to reorient themselves to focus on
delivering superior customer value (Parasuraman, 1997). Favorable customer value can lead to
positive behaviors such as loyalty that will be demonstrated by word of mouth, increased
purchase, willingness to pay more for products and recommending others to the firm (Zeithaml,
2000).

Bolton and Drew (1991) find a link between perceived and behavioral intentions that ultimately
trigger service loyalty outcome behaviors such as more spending. Perceived value is a more
viable element than customer satisfaction because it includes not only the usual benefits that
most banks focus on but also a consideration of the price that a customer pays. Perceived value
must be properly managed but customer satisfaction is merely a response to the value proposition
offered in specific products (Reichheld, 1996).

2.4.1.1. Relationship between customer satisfactions, service quality and perceived value

Customer satisfaction has been considered a fundamental determinant of long-term customer
behavior (Oliver, 1980; Yi, 1990); overall evaluation of service that shapes the future interaction
(Crosby, 1990) and primary function of perceived service quality (Cronin and Taylor, 1992;
Parasuraman et al., 1988). Traditionally, satisfaction has been conceptualized as a product-
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related knowledge judgment that follows a purchased act or a series of consumption experiences
(Yi, 1990). However, Oliver (1999) commented that satisfaction is cumulative evaluation fashion

that requires overall satisfaction associated with specific products and various facets of the firm.

Lately, several additional determinants of satisfaction, such as perceived equity (Joshi, 1990),
product quality (Fornell, 1992), consumption-related emotion (Mano and Oliver, 1993) and need
fulfillment (Spreng et al., 1996) have also been linked to satisfaction. Rust and Oliver (1994)
argued that value is specific input to satisfaction. However, Andreassen and Lindestad (1998)
challenged that value has no significant impact on customer satisfaction. He further commented
that use of attribute performance is more important for customer satisfaction than aggregated
value perception. This statement was confirmed by Oliver’s (1997) dimensions of attribute
specific operations of expectancy disconfirmation model. On the other hand, in the empirical
examination on the role of perceived value in explaining consumer behavior in service context,
Patterson and Spreng (1997) found that customer’s perceived value is positive and direct
antecedent of customer satisfaction. Additionally, McDougall and Levesque (2000) found that
perceived service quality and value were the most significant drivers of customer satisfaction

across four service sectors.

Authors such as Caruana and Fenech (2005) studied on perceived value towards customer
satisfaction and highlighted the importance of value as tangibles, service and behavior manner in
customer satisfaction. Chen and Gursoy (2001) suggested that satisfactions are influenced by
perceived safety, perceived cultural differences and perceived convenience. The relationship
between customer perceived value and satisfaction is also investigated in the usage of short
messages services (SMS) (Lai Lai, 2004). Her research was in line with Fornell et al. (1996) and
Cronin et al. (2000), in which perceived value together with tangibles, reliability, responsive,
empathy and assurance aspects of service quality played an important role in determining
customer satisfaction.

There are continuous research done by Rust and Oliver (1994), Bojanic (1996) and Woodruff
(1997) on relationship between satisfaction and perceived value. Their studies proved that
customers are satisfied based on overall evaluation of perceived value. Whereas, Ndubisi and
Wah (2005) recommended that banks can create customer satisfaction through developing trust,
commitment to service, communicating efficiently and accurately, delivering services

competently, handling potential and manifest conflicts skillfully, and improving overall customer
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relationship quality. Turkyilmaz and Ozkan (2007) supported their views and proved that
customer satisfaction is mostly effected by perceived value. In the same way, Lee and Overby
(2007) examined the multiple dimensions of perceived value and investigated how value affects
satisfaction and recommendations to others. The results indicated that all of the underlying
dimensions of perceived value (functional, overall and emotional value) had a significant effect

on satisfaction. Their research was supported by the past findings of Wang et al. (2004).

Tellefsen (2002) has stated that, loyalty represent buyers’ perception that relationship with a
particular supplier is so important and it is worth investing a special effort to maintain it. To gain
customer loyalty, it is necessary to achieve customer satisfaction as loyalty is consequences of
consumers’ satisfaction (Moliner, 2007). Indeed, studies have found satisfaction to be a leading
factor in determining loyalty (Anderson and Fornell 1994; Rust and Zahorik 1993). The
relationship marketing literature indicated a positive relationship between satisfaction and
loyalty. Higher satisfaction levels increase the attractiveness of a relationship to customers and
hence, their commitment to the relationship (Morgan and Hunt, 1994). Athanassopoulos et al.
(2001) proved the direct effect of customer satisfaction on behavior response in the banking
context. Later, Freed (2005) also recommended that highly satisfied online bankers are more
likely to purchase additional products and services from their bank. Finally, there are many
research supported the relationship between perceived value and overall satisfaction (Woodruff
1997; Gronroos, 1997; Cronin et al. 2000; Petrick and Backman 2002). Whereas, according to
the research findings from Parasuraman et al. (1988), Reichheld and Sasser (1990), when the

customers perceived the service quality, they are willing to recommend to others.

2.4.1.2. Service quality, customer satisfaction and brand loyalty in Ethiopian banking
sector

Regardless of the rapidly increasing of the banking sector of Ethiopia, there are few researches
conducted on service quality, customer satisfaction and brand loyalty but none of this researches
conducted on perceived value of customers. A few researches conducted in different parts of the
country have been examined to have over view about the service quality, customer satisfaction
and brand loyalty of customers. According to Abiyot and Gemechu, 2016 all commercial banks
in Ethiopia fall short of the expectation of their customers in all service quality dimensions
assessed. Moreover the study revealed that customers are not satisfied with the following

dimension of service delivery: tangibility, reliability, responsiveness, assurance, and empathy. A
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carful inspection indicated that customers of private banks reported higher satisfaction level as
compared to commercial bank of Ethiopia. The research also identified that none of the service
quality and customer satisfaction dimensions scored positive gap. despite various models
including SERVQUAL were applied in the previous studies, all findings unanimously indicate
the better performance of private banks as compared to public bank which is Commercial bank
of Ethiopia. In the same way in line with this research previous researches indicated that both
private and public bank performs below the expectation of customers.

The study also concludes that customers of Commercial bank of Ethiopia are not loyal. The
study further reveals that the defection probability of CBE is greater than that of private

commercial banks.

| H3
Satisfaction
o Perceptions
e expectations \
Brand loyalty
Service qua“ty ° repurchase
« Tangibility H2 e Business referral
o Reliability » ¢ Word mouth
e Responsiveness e Less switching
e Assurance behavior
e empathy
A
Perceived value
e Functional value
e Relational value
e Emotional value
H1

Figure 1.2. Service quality, customer satisfaction, perceived value, and loyalty model (Daniel
Onwonga, 2012).
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2.4.2. Research hypothesis

The following hypothesis was formulated:

H1: Perceived value has positive and significant influence on brand loyalty of customers in the
two banks.

H2: Service quality has positive and significant influence on brand loyalty of customers in the
two banks.

H3: Customer satisfaction has positive and significant influence on brand loyalty of customers in
the two banks.

H4: There is significant relationship between perceived value, service quality and customer
satisfactions in the two banks.

H5: There is significant difference between customers of CBE and AIB with respect to their

perceived value, service quality, customer satisfaction and brand loyalty dimensions.

27



CHAPTER THREE

3. Research design and methodology
3.1.Introduction
The previous chapters have provided a scientific background for the empirical research. This
chapter outlines the research framework and methodology used to collect the data to test the five
hypotheses developed and satisfy the five research objectives. The research plan includes
research type, research design, research approach, sampling, data source, instrument design,

reliability and validly test and the data analysis techniques used in this study.
3.1.Research approach

A research approach is deductive when theory and hypothesis are developed and a research
strategy is designed to test the hypothesis, or it is inductive when the data is collected and the
theory is developed as a result of the data analysis. The deductive approach owes to positivism
and inductive approach more to phenomenology, although it is believed that such labeling is
potentially misleading and of no practical value (Saunders et al., 2000).

This research is deductive because first the hypotheses are developed and then the research
strategy is designed.

3.2. Research design

This study employed more of quantitative case study method to answer the research questions
and also use some qualitative information to know the current conditions of Commercial bank
and Awash bank with regard to brand loyalty. This quantitative approach was applied to identify
the influence of perceived value, service quality and customer satisfaction on brand loyalty of
customers. The related data with questionnaire was collected and analyzed. In this research a
quantitative approach was used, which is cross sectional study design with deductive approach

by using the customers of both banks as respondents of the questionnaires.

As we know what we want to investigate but we were not sure about the answers, we chose
descriptive research and also the relationship between the variables is going to be discovered, it

was also explanatory.
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3.3. Sampling design

3.3.1. Target population

The target populations of this study were customers of CBE and AIB. CBE has 1168 branches in

Ethiopia with a total population 14,559,119 and AIB has 270 branches with a total population of
1,395,384. The total number of customer listed by CBE and AIB in Addis Ababa are
4,183,915and 752,204 respectively.

3.3.2. Sampling frame

As shown in the table, the target populations of this research were customers of CBE and AIB in

Addis Ababa districts such as north, south, east and west districts. From those districts grade 1,

2, 3 and 4 branches were selected randomly from CBE and level one, two, three and level four

branches were selected from AIB.

Total no. No. of No. of No. of
No. of No. of grade No. of
Total f | f of grade or grade or level 2 grade or . .
Bank ota nﬁo Total no. o branches customers level 4 level 3 or eveh level 1 questionnaire
branches customers in Addis Ir,]bd??)dls branch Branch Blrantcd Branch dIStE%LJtedly:]
Ababa aba selected selected selecte selected each branc
CBE 1,138 14,559,119 245 4,183,915 2 2 4 2 20
AIBS.C 270 1,395,384 232 752,204 2 2 4 2 20

3.3.3. Sampling technique

Only branches in Addis Ababa were selected in this study by using convenient sampling

expecting that the researcher will get the necessary data and the researcher also used cluster

sampling in order to choose equal number of respondents from both bank and convenient

sampling, when distributing the research questionnaires.

3.3.4. Sample size

The representative sample size will be determined by using estimation method given by Cochran
(1963) cited in Israel (2003) as:
n = Z?pq/e?

Where,

n=stands for the sample size which will be drawn

e = level of precision or sometimes called sampling error (is ranges in which the true

value of the population would be estimated).

P= population proportion

Z= level of confidence
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The sample have been drawn from maximum variability of the population (P=0.5) with 95%
level of confidence with 5% precision level.

Therefore;

n=1962x0.5x0.5/0.05% =384

3.4. Source of data collection

Primary sources

The main source of primary data were Respondents who are the customers of commercial bank
of Ethiopia and Awash International bank through questionnaire distribution and collection.
Secondary sources

The secondary data was collected by reviewing previous research works, articles, journals, and

online information available.
3.5. Data collection and instrument

The study used both primary and secondary data as its source of information. Primary data was
collected based on structured questionnaire. In this study, the questionnaire comprised of 41
items and was divided into five parts. Part | comprised 7 items of demographic variables, part 11
comprised 9 items on perceived value, part 111 comprised 5 items on brand loyalty, part 1V
comprised 15 items on service quality and part VV comprised 5 items on customer satisfaction.
The questionnaires for this particular research were gathered from the highly reliable and valid

instrument work Roig et al. (2006) and Parasuraman et al. (1985).

The questionnaire was distributed among 384 respondents from randomly selected branches of
CBE and AIB. From the starting point or before giving the questionnaire the purpose of the study
was described to them so that they can easily fill up the questionnaire with appropriate response
answers. The setting of the variables will be according to the five point Likert scale (1= strongly
disagree, 2= disagree; 3= neutral, 4= agree; 5=strongly agree) and according to Malhotra, (2007)
this rating scale is easy to construct and administer and respondents readily understand how to
use the scale (Malhotra et al., 2007). Data will be coded in SPSS programme.

3.6. Data analysis

After collecting the data through questionnaire, the process of analysis begins. In order to
analyze the gathered data, statistical tools like regression, correlation and descriptive analysis

were used. Regression analysis were used to know by how much the independent variable i.e.

30



perceived value, service quality and customer satisfaction influence the dependent variable
which is brand loyalty of customers and correlation analysis were conducted to find out the
existence and the nonexistence of the relationship between the examined variables and
descriptive analysis was used for the demographic factors such as gender, age, education,
occupation, monthly income and for how long the customers have been using the bank services.

The student researcher was also used independent sample t-test to analyze the difference between
and among the response of profiles across customers of CBE and AIB and Cronbach’s Alpha
was used to test the internal reliability of various items. The data entry method was done by

using statistical process for social science (SPSS). Tools like tables and charts were used.

3.7. Reliability and validity

3.7.1. Reliability

Reliability assesses the degree of consistency between multiple measurements of a variable. A
commonly used measure of reliability is internal consistency, which applies to the consistency
among the variables in a summated scale. The most widely used measure for the consistency of a
scale is the Cronbach’s alpha (Hair et al., 2006), measuring internal consistency as the average of
all possible split-half coefficients resulting from different ways of splitting the scale items
(Malhotra et al , 2007).

In order to measure each factor’s internal consistency reliability, the Cronbach’s alpha method
was used. Cronbach’s coefficient alpha represents the average of all possible split-half
coefficients resulting from different ways of splitting the scale items. In order to reduce subject
bias, we tried to make the respondents certain that their answers will be confidential. The
questionnaire was designed in survey format, we were hoping to not to face observer error or

observer bias.

3.7.2. Validity

To maximize content validity, a comprehensive literature review was done in order to get an
overall comprehension on the influence of perceived value, service quality and customer
satisfaction on brand loyalty of customers more specifically. Validity was made certain by pilot
testing the questionnaire in order to track obscurities and inconsistencies and used questions

already validated in earlier research. All of the questions was based on well-grounded theory and
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carefully worded in order to assure that the vocabulary and formulation of the questions would

be correctly understood by respondents.

3.8. Ethical consideration

The study was ethically cleared from department of Marketing Management. Since the
researcher used the data from customers which has been collected through questionnaire,
permission was obtained from the customers first. To maintain the confidentiality of the
information provided by the respondents, the respondents was instructed not to write their names
on the questionnaire and assured of that the responses was used only for academic purpose and
kept confidential. Brief description of the central objectives, purpose of the study and the
potential benefit of the research outcome was given to respondents to participate in the study and
provide pertinent information about the company under study. Finally, respondents were

included in the study based on their free will.
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CHAPTER FOUR
4. Results and Discussions

4.1. Descriptive statistics

In the questionnaire, section A was designed to capture some basic demographic details of the
respondents involved in the study. Section B was designed to capture items on customer
satisfaction, perceived value, service quality and brand loyalty.

4.1.1. Gender of respondents

The female respondents of both banks constituted the largest share of the gender composition

representing 60.5% and 71.5 % respectively while 39.5% and 28.5% were males.

Table 4:1 Gender of respondents of CBE and AIB

Variables Category Frequency Percentage
Male 68 39.5
Gender (CBE)
Female 104 60.5
Male 49 28.5
Gender (AIB)
Female 123 715

Source: Survey data (2017)

4.1.3. Age of respondents

The table shows that 58.1% and 40.7 % were at the age of 18-30 years old, followed by
respondents at the age between 31-45 years old with 31.4% and 34.3%, and 7.6% and 19.2%
were at the age below 46-60 years old. The remaining of the respondents 1.5% and 5.8% were 61

years old and above.
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Table 4.2: Age of respondents of CBE and AIB

Variables Category Frequency Percentage

18-30 years 100 58.1

Age (CBE) 31-45 years 54 31.4
46-60 years 13 7.6

61 years and above 5 1.5

18-30 years 70 40.7

Age (AIB) 31-45 years 59 34.3
46-60 years 33 19.2

61 years and above 10 5.8

Source: Survey data (2017)

4.1.3. Educational qualification of the respondents

Regarding the educational background of the respondents 59.3 % and 52.9 % of the respondents
were first degree holder, followed by the second largest respondents were second degree and
above 25% and 22.7% and the rest were educated in the level of diploma 9.3% and 22.1% and
below secondary 6.4% and 2.3%.

Table 4.3: Educational qualification of the respondents of CBE and AIB

Variables Category Frequency Percentage
below Secondary 11 6.4
Educational qualification Dioloma
(CBE) P 16 9.3
First Degree 102 59.3
Second Degree and above 43 250
below Secondary 4 2.3
Educational qualification Diploma
(AIB) P 38 22.1
First Degree 91 52.9
Second Degree and above 39 227

Source: Survey data (2017)
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4.1.4. Occupation of the respondents

The table demonstrates that 40.7% and 14.0% of the respondents are government employees,
47.1% and 50.0% of the respondents are working in the private sector, 11.0% and 31.4% of
respondents already have their own business and the rest 1.2% and 4.7% are students.

Table 4.4: Occupation of respondents of CBE and AIB

Variables Category Frequency Percentage

Government Employee 70 40.7
Private Sector

Occupation (CBE) Employee 81 4r.l
Own Business 19 11.0
Student 2 1.2
Government Employee 24 14.0
Private Sector

Occupation (AIB) Employee 86 500
Own Business 54 31.4
Student 8 4.7

Source: Survey data (2017)

4.1.5. Monthly income of respondents

The table shows that 51.2% and 36% of the respondents earn an income range of between 3,001-
9,000, 20.3% and 33.7% earn an income range of between birr 9,001-20,000 monthly. On the
other hand, 13.4% and 24.4% earn an income of between birr 20,000-above and the remaining

respondents 15.1% and 5.8% earn an income range of below 3,000.
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Table 4.5: Monthly income of respondents of CBE and AIB

Variables Category Frequency Percentage
below birr 3,000 26 15.1
Monthly income (CBE) birr 3,001-9,000 88 51.2
birr 9,001-20,000 35 20.3
birr 20,001 and above 23 13.4
below birr 3,000 10 5.8
Monthly income (AIB) birr 3,001-9,000 62 36.0
birr 9,001-20,000 58 33.7
birr 20,001 and above 42 24.4

Source: Survey data (2017)

4.1.6. Respondents who have account at other banks

According to the gathered data 65.7% of commercial bank of Ethiopia and 90.7% of Awash
International bank customers has already have accounts at other private banks like Dashen bank,
Awash bank, United bank, Abyssinia bank and others and 34.3% of CBE and 9.3% AIB of
customers does not have account at other banks.

Table 4.6: Monthly income of respondents of CBE and AIB

Variable Category Frequency Percent

Customers of Yes 113 65.7
CBE No 59 343
Customers of Yes 156 90.7
AlB No 16 9.3

Source: Survey data (2017)

4.1.7. Length of year the respondents became customer of the bank

As it is shown in the table, 2.3% and 13.4% of the respondents have been customers of the banks
below 1 year, 27.9% and 42.4% have been customer of the bank for about 1-3 years, 32.0% and
19.2% have been customer of the banks for about 3-5 years, 18.6% and 16.9% of the respondents
have been customer of the bank for about 5-7 years and the rest 19.2% and 8.1% of the

respondents are above 7 years.

36



Table 4.7: Length of year the respondents became customer of CBE and AIB

Variables Category Frequency Percentage
below 1 year 4 2.3
How | has itb ] 1-3 years 48 27.9
ow long has it been since
you became customer of this 3-5 years 55 32.0
bank (CBE) 5-7 years 32 18.6
above 7 years 33 19.2
below 1 year 23 13.4
How long has it been since 1-3 years /3 424
you became customer of this 3-5 years 33 19.2
bank (AIB) 5-7 years 29 16.9
above 7 years 14 8.1

Source: Survey data (2017)

4.2. Descriptive Analysis of Variables

4.2.1. Perceived value dimensions Analysis of CBE and AIB

The mean scores have been computed for all the nine perceived value questions and respondents

were asked to rate their perception on the a five-point likert type scale ranging from 1 being

strongly disagree to 5 strongly agree and mean value 3.75-5 be high, 2.50-3.74 be average and

<2.49 be low. The result is presented in table 4.7 below.

Table 4.8: descriptive statistics of perceived value dimensions

Mean Std. Mean Std.
Perceived Value (CBE) Deviation (AIB) Deviation
(CBE) (AIB)

The bank deposit interest rate is good. 3.94 1.104 3.78 910
The bank service charges are worth for the
services that are provided. 3.52 1.147 4.18 941
The bank has the ability to adjust the products
and services to meet customer's unforeseen needs. 3.7 0.973 4.16 1.013
The _bank strives to establish long-term 412 0.969 378 897
relationship with customers.
The bank treats all its customers equally. 3.49 1.167 4.15 977
The bank has full commitment in improving its
overall relationship with customers. 3.72 0.946 4.19 1.020
The bank creates positive atmosphere. 4.06 0.998 3.78 910
| feel safe in keeping my deposit in this bank. 3.64 1.164 4.18 941
I have full trust and confidence in this bank. 3.81 0.932 4.16 1.013
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Source: Survey data (2017)

From the above table respondents thinks the bank deposit interest rate is good (mean=3.94 with
std. deviation=1.104) for CBE and (mean=3.78 with std. deviation=.910) for AIB, they also
thinks that the bank service charges are worth for the services that is provided (mean=3.52 with
std. deviation=1.147) for CBE and (mean=4.18 with std. deviation=.941) for AIB, they also
perceived that the bank has the ability to adjust the products and services to meet the customer’s
unforeseen needs (mean=3.70 with std. deviation=.973) for CBE and (mean=4.16 with std.
deviation=1.013), they also perceived that the bank strives to establish long-term relationship
with customers (mean=4.12 with std. deviation=.969) for CBE and (mean=3.78 with std.
deviation=.897) for AIB, the respondents also believes that the bank treats all customers equally
(mean=3.49 with std=1.167) for CBE (mean=4.15 with std. deviation=.977) for AIB.
Furthermore customers perceived that the bank has full commitment in improving its overall
relationship with customers (mean=3.72 with std. =.946) for CBE and (mean=4.19 with
stddeviation=1.020) for AIB, they also perceived that the bank creates positive atmosphere
(mean=4.06 with std. deviation=.998) for CBE and (mean=3.78 with std. deviation=.910) for
AIB, given this they feel safe in keeping their deposit in the bank (mean=3.81 with std. =1.164)
for CBE and (mean=4.18 with std. deviation=.941) for AIB and the respondents have full trust
and confidence in the bank (mean=3.81 with std. deviation=.932) for CBE and (mean=4.16 with
std. deviation=1.013) for AIB.

Therefore, the mean scores of customers perceived value of CBE for all the nine questionnaires
ranges from 3.49 to 4.12 indicating that perceived value of CBE is more than average and AIB
have the highest mean scores compared to CBE. Comparison of means indicates that the bank
strives to establish long term relationship between customer has got the highest mean score of
(4.12) with std. 4.12 where as the bank treats all customers equally has got the least mean score
value (3.49) with std. 1.167.
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4.2.2. Brand loyalty dimensions Analysis of CBE and AIB

Table 4.9: descriptive statistics of brand loyalty dimensions

Mean Std. Mean Std.
Brand Loyalty (CBE) Deviation (AIB) Deviation

(CBE) (AIB)
This bank is my number one choice among
other banks and it is the first bank that first 3.78 1.084 3.13 1.309
comes to my mind.
My loyalty towa_lrds a pa_lrtl'cular bank brand 4.42 0.845 462 633
increases when i am satisfied by the bank.
I prefer_to maintain a long term relationship 3.99 0.964 399 834
with this bank.
| would always recommend _thls bank to 38 0.989 363 1175
someone who seeks my advice.
| do not consider to switching to another bank. 3.08 1.078 3.47 .958

Source: Survey data (2017)

From the above table, respondents thinks that the bank is their number one choice among other
banks and it is the first bank that first comes to their mind (mean=3.78 with std. deviation=1.084)
for CBE and (mean=3.13 with std. deviation=1.309) for AIB, they also believes that the loyalty
towards the bank brand increases when they satisfied by the bank (mean=4.42 with std.
deviation=0.845) for CBE and (mean=4.62 with std. deviation=.633) for AIB, because of this
they prefer to maintain long term relationship with the bank (mean=3.99 with std.
deviation=0.964) for CBE and (mean=3.99 with std. deviation=.834) for AIB, they would always
recommend this bank to someone who seeks my advice (mean=3.8 with std. deviation=0.989)
for CBE and (mean=3.63 with std. deviation=1.175) for CBE and they do not consider to switch
to other bank (mean=3.08 with std. deviation=1.078) for CBE and (mean=3.08 with std.
deviation=1.078) for AIB.

Therefore, the mean scores of customers brand loyalty of CBE and AIB for all the nine
questionnaires ranges from 4.42 t03.08and 4.62 to 3.13 respectively, indicating that brand loyalty
of both banks as measured by customers is more than average and as compared between the two

AIB have the higher mean scores compared to CBE.
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4.2.3. CBE service quality dimensions Analysis

Table 4.10: descriptive statistics of service quality dimensions

Service Quality Mean De?ifﬁon Mean De\?;(:fion

(CBE) (CBE) (AIB) (AIB)

The bank has up to date equipment and technology. 3.49 1.095 3.39 1.116

The bank has sufficient number of ATM machines. 3.54 1.172 3.27 1.102

| perceive that availability of Sufficient, neat and

qualified staffs in the bank aids to enhance service 3.9 0.977 3.87 .738

quality.

The .bank provides wide range of products and 367 0.948 317 1180

Services.

The pank provides adequate information on its 337 0.93 383 1,003

website.

Delivery of the bank service promised by the bank is

the basic factor for choosing the bank than other 3.72 0.999 3.49 1.291

banks.

The bank performs error free service. 3.41 1.053 3.17 1.180

The bank handle customer request promptly. 3.49 1.079 3.83 1.003

When | need to use the bank service this bank is the

first bank that immediately come to my mind 3.61 1.045 3.49 1.291

because it provides me a prompt service.

The bank has experienced management team. 3.71 0.966 3.74 .881

The bank_ p_rowdes excellence service as promised in 358 1103 3.60 995

its advertising.

| perceived that t_hls bank is the bgst commercial 3.66 1,033 357 892

bank because of its excellent service.

The bank understands specific customer needs. 3.51 1.034 3.66 .860

The bank gives valuable financial advices. 3.52 0.964 3.48 .753

The bank has polite and friendly staff. 3.91 1.01 4.11 729

Source: Survey data (2017)

The above table regarding the effect of tangibility on brand loyalty indicates that the bank’s up to

date equipment and technology have positive effect on customers(M=3.49 with std.dev=.1.095)

for CBE and (mean=3.39 with std. deviation=1.172) for AIB, the respondents also perceived that
the bank has sufficient number of ATM machines (mean=3.54 with std. deviation=1.172) for

CBE and (mean=3.27 with std. deviation=1.102) for AIB, the respondents also perceived that the

availability of sufficient, neat and qualified staffs in the bank aids to enhance service quality
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(mean=3.67 with std. deviation=0.948) for CBE and (mean=3.17 with std. deviation=1.180) for
AlB.

Regarding effect of reliability on brand loyalty, the above table clearly shows that, most
customers agrees that the bank provides wide range of products and services (mean=3.67 with
std. deviation=0.948) for CBE and (mean=3.17 with std. deviation=1.180) for AIB, they also
agrees that the bank provides adequate information on its website (mean=3.37 with std.
deviation=0.93) for CBE and (mean=3.83 with std. 1.003) for AIB and the delivery of the bank
service promised by the bank is the basic factor for choosing the bank than other bank
(mean=3.72 with std. deviation=0.999) for CBE and (mean=3.49 with std. deviation=1.291) for
AlB.

From the above table regarding the effect of assurance on brand loyalty, the bank performs error
free service (M=3.41 with std.dev. =1.053) for CBE and (mean=3.17 with std. deviation=1.180)
for AIB, Most respondents perceived that the bank handle customers request promptly (M=3.49
with std.dev.=1.079) for CBE and (mean=3.83 with std. deviation=1.003) for AIB and In line
with the above idea, when customers need to use the bank service this bank is the first bank that
immediately come to my mind because it provides them a prompt service (M=3.61 with
std.dev.=1.045) for CBE and (mean=3.49 with std. deviation=1.291) for AIB.

Among other things the above table also shows that the effect of responsiveness on the brand
loyalty. Respondents perceived that the bank has experienced management team (mean=3.71
with std. deviation=0.966) for CBE and (mean=3.74 with std. deviation=.881) for AIB,
respondents also perceived that the bank provides excellence service as promised in its
advertising (mean=3.58 with std. deviation=1.103) for CBE and (mean=3.60 with std.
deviation=.995) for AIB and in connection with the above idea customers perceived that this
bank is the best commercial bank because of its excellent service (mean=3.66 with std.
deviation=1.033) for CBE and (mean=3.57 with std. deviation=.892) for AIB.

Finally, the above table exhibits the results concerning the effect empathy on brand loyalty the
bank understands specific customers needs (mean=3.51 with std. deviation=1.034) for CBE and
(mean=3.66 with std. deviation=.860) for AIB, the bank gives valuable financial advices
(mean=3.52 with std. deviation=0.964) for CBE and (mean=3.48 with std. deviation=.753) for
AIB and the bank has polite and friendly staff (mean=3.91 with std deviation=1.01) for CBE and
(mean=4.11 with std. deviation=.729) for AIB.
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Therefore the tangibility dimension of service quality mean ranges from 3.49 to 3.9 for CBE and
3.27 to 3.87 to AIB, reliability means ranges from 3.37 to 3.72 for CBE and 3.17 to 3.83 for
AIB, assurance means ranges from 3.41 to 3.61 for CBE and 3.17 to 3.83 for AIB, reliability
mean ranges from 3.58 to 3.71 for CBE and 3.57 to 3.74 for AIB and empathy mean ranges from
3.51 to 3.91 for CBE and 3.48 to 4.11 for AIB. The overall service quality of both banks, as
measured by customers, is well above average. However AIB has higher mean scores as

compared to CBE.

4.2.4. CBE customer satisfaction dimensions Analysis

Table 4.11: descriptive statistics of customer satisfaction dimensions

Mean Std. Mean Std.
customer satisfaction (CBE) Deviation (AIB) Deviation

(CBE) (AIB)
L:rrlrll(satlsfled with the service provided by the 39 0.955 438 576
| am satisfied with the ease of accessing the 416 0.89 432 538
bank.
| am satisfied with the type of products or types
of accounts being provided by the bank. 3.93 0.869 4.15 622
| am satisfied with the ease of obtaining credit
facilities and foreign currency provided by the 2.45 1.067 3.09 1.191
bank.
| am satisfied with the e-banking service that the
bank provides. (ATM card, mobile banking, 3.63 1.027 3.32 1.080
internet banking).

Source: Survey data (2017)

From the above table, respondents are satisfied with the service provided by the bank (mean=3.9
with std. deviation=0.955) for CBE and (mean=4.38 with std. deviation=.576), respondents are
also satisfied with the ease of accessing the bank (mean=4.16 with std. deviation=0.89) for CBE
and (mean=4.38 with std. deviation=.576) for AIB, regarding the ease of obtaining credit
facilities and foreign currency provided by the bank (mean=2.45 with std. deviation=1.067) for
CBE and (mean=3.09 with std. deviation=1.191) for AIB and they are satisfied with the e-
banking service that the bank provides (mean=6.63 with std. deviation=1.027) for CBE and
(mean=3.32 with std. deviation=1.080) for AIB.
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Therefore the mean score of customer satisfaction ranges from 2.45 to 4.16 for CBE and 3.09 to
4.38 for AIB and as shown in the above table the mean scores for both banks are above well
average, well except for the question regarding the ease of obtaining credit facilities and foreign
currency of CBE with the mean score of 2.45 which is low. Comparing between the means of

both banks, AIB has higher customer satisfaction mean scores than CBE.

4.3. Scale reliability analysis

For this study we used 34 items in measurement of four variables and we came to know that the
items in this study are reliable According to Malhotra, (2007) the reliability coefficient which is
more than or equal to 0.60 should be considered adequate to develop a questionnaire. Therefore,
a low coefficient alpha indicates the sample of items perform poorly in capturing the construct
motivating the measure. Conversely, a large coefficient alpha implies that the items test
correlates with the true scores closely to Malhotra (2007).

Table 4.12: reliability of measurement instrument

Cronbach Cronbach
Scale Alpha of CBE | Alpha of AIB Items
functional perceived value 0.737 0.894 3
relational perceived value 0.786 0.88 3
emotional perceived value 0.74 0.894 3
brand loyalty 0.857 0.798 5
service quality-tangibility 0.7 0.714 3
service quality-reliability 0.672 0.822 3
service quality-assurance 0.706 0.822 3
service quality-responsiveness 0.797 0.821 3
service quality-empathy 0.753 0.821 3
customer satisfaction 0.79 0.626 5

Source: Survey data (2017)

4.4. Correlation analysis

Like the demographic factors, the scale typed questionnaire entered to the SPSS software version
20 to process correlation analysis. Based on the questionnaire which was filled by the customers
of Commercial bank of Ethiopia and Awash International bank, the following correlation

analysis was made.
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4.4.1. Correlation analysis between perceived value, service quality, customer satisfaction
and brand loyalty in CBE

Pearson correlation test was conducted to know the degree of relationship between the
independent variable i.e. perceived value and the dependent variable i.e. brand loyalty. The
results of the correlation between these variables are shown in table 4.13. As it is indicated in the
table there is significant correlation between perceived value, service quality, customer
satisfaction and brand loyalty. In other words perceived value and brand loyalty have high
relationship (r=0.730 with p<0.05), service quality and brand loyalty have high relationship
(r=0.0.785 with p<0.05), customer satisfaction and brand loyalty have high relationship (r=0.678
with p<0.05), customer satisfaction and service quality have high relationship (r=0.735 with
p<0.05), perceived value and service quality (r=0.769 with p<0.05) and perceived value and
customer satisfaction have high relationship (r=0.620 with p<0.05).

Table 4.13: correlation between perceived value, service quality, customer satisfaction and

brand loyalty

Correlations

Perceived value Brand loyalty Service quality | Customer satisfaction
Pearson - " o
) 1 .730 769 .620
Correlation
Perceived value ) )
Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson " - -
] .730 1 .785 .678
Correlation
Brand loyalty ) )
Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson - " .
) 769 .785 1 .735
. . Correlation
Service quality ) )
Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson " " -
] .620 .678 735 1
Correlation
Customer satisfaction ] )
Sig. (2-tailed) .000 .000 .000
N 172 172 172 172

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

Source: Survey data (2017)
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4.4.2. Correlation analysis between perceived value, service quality, customer satisfaction
and brand loyalty in AIB

Pearson correlation test was conducted to know the degree of relationship between the
independent variable i.e. perceived value and the dependent variable i.e. brand loyalty. The
results of the correlation between these variables are shown in table 4.14. As it is indicated in the
table there is significant correlation between perceived value, service quality and customer
satisfaction and brand loyalty. In other words perceived value and brand loyalty have high
relationship (r=0.784 with p<0.05), service quality and brand loyalty have high relationship
(r=0.822 with p<0.05), customer satisfaction and brand loyalty have high relationship (r=0.764
with p<0.05), perceived value and service quality have high relationship (r=0.752 with p<0.05)

and perceived value and customer satisfaction have high relationship (r=0.752 with p<0.05)

Table 4.14: correlation between perceived value, service quality, customer satisfaction and

brand loyalty

Correlations

Perceived value | Brand loyalty | Service quality Customer

satisfaction
Pearson Correlation 1 784" 752" 752"
Perceived value Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson Correlation 784" 1 822" 764"
Brand loyalty Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson Correlation 752" 822" 1 844"
Service quality Sig. (2-tailed) .000 .000 .000
N 172 172 172 172
Pearson Correlation 752" 764" 844" 1

Customer satisfaction  Sig. (2-tailed) .000 .000 .000

N 172 172 172 172

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

Source: Survey data (2017)

4.5. Regression analysis of consumer ethnocentrism and its antecedents

Albaum (1997) noted that regression is a technique used to predict the value of a dependent

variable using one or more independent variables. Malhotra (2007) showed that regression
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analysis is a statistical tool for the investigation of relationships between variables. In order to
ascertain the causal influence of one variable upon another, researchers assemble data on the
underlying variables of the causal variables upon the variable that they influence (Malhotra,
2007). Researchers typically evaluate the “statistical significance” of the estimated relationships,
namely, the degree of confidence that the true relationship is close to the estimated relationship
Malhotra (2007).

4.5.1. Assumption Testing for Regression Analysis

Meeting the assumptions of regression analysis is necessary to confirm that the obtained data
truly represented the sample and that researcher has obtained the best results (Hair et al., 1998).
In the following paragraphs, each assumption is explained.

4.5.1.1. Multi-collinearity

Before presenting and interpreting the regression analysis, it is important to evaluate the model
in terms of the issue of multicollinearity. There can be problems with collinearity or multi-
collinearity when several variables are involved (Hill, R.C. and Adkins, 2003). Generally, as
multi-collinearity rises, it will complicate the interpretation of the variables because it is more
difficult to confirm the effect of any single variable, owing to their interrelationship (Hair,
Anderson and Tatham, 1996). According to (Hill and Adkins, 2003), multicollinearity is not a
violation of the assumptions of regression but it may cause serious difficulties.

Table 4.15: Multicollinearity test: dependent variable: brand loyalty of CBE

Collinearity Statistics of | Collinearity Statistics
CBE of AIB
Model Tolerance VIF Tolerance VIF

(Constant)
Perceived 0.435 2.301
value 0.387 2.586
Service 0.266 3.759
quality 0.256 3.905
Customer 0.404 2.478
satisfaction 0.256 3.907

Source: Survey data (2017)

As shown on the above, based on the coefficients output (collinearity statistics), the obtained

variance inflation factor (VIF) for all independent variables was found to be between 1 and 10,
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which means that there is no multicollinearity problem. The independent variables also have

significant relationship with the dependent variable.

4.5.1.2. Normality

The variables in the multiple linear regression models must follow normal distribution. To check
the normality of variable which are incorporated in the multiple linear regression model, we use
the histograms with a normal curve imposed and as it is shown in appendix 2.5 and 2.9, the
variables in the multiple linear regression model followed normal distribution.

4.5.1.3. Linearity

The linearity of the relationship between the dependent and independent variable represented the
degree to which the change in the dependent variable is associated with the independent variable
(Hair, Anderson and Tatham, 1996) according to appendix 2.7 and 2.11, there was no linearity
problems between the dependent and independent variables.

4.5.1.4. Homoscedasticity

Hair, Anderson and Tatham (1996) identified homoscedasticity as homogeneity of variance.
Scatter plots between dependent variable and each of the independent variables and/or scatter
plots of the residuals (ZRESID) and predicted values (ZPRED) were checked and the result
showed that the variances along the line of best fit remain similar as we move along the line
(Appendix 2.6 and 2.10)

4.5.2. Multiple linear regression analysis

This regression analysis was conducted to know by how much the independent variable explains
the dependent variable. It is also used to understand by how much each independent variable
(perceived value, service quality and customer satisfaction) explains the dependent variable that

is brand loyalty.
Correlation R and R? of CBE

The “R” column represents the value of R, the multiple correlation coefficients. R can be
considered to be one measure of the quality of the prediction of the dependent variable; brand
loyalty. A value of 0.819, in this indicates a good level of prediction. The “R square” also called
coefficient of determination, which is the proportion of variance in the dependent variable that
can be explained by the independent variables (perceived value, service quality and customer

satisfaction) and the value of 67% that the independent variables (perceived value, service
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quality and customer satisfaction) explain of the variability of the dependent variable which is

brand loyalty.

Table 4.16: Model summary of CBE

Adjusted | Std. Error of
R Square | the Estimate

1 .819° .670 .665 45988 2.050

Model R R Square Durbin-Watson

a. Predictors: (Constant), customer satisfaction, perceived value, service quality
b..Dependent Variable: brand loyalty

Source: Survey data (2017)

The r-ratio in the ANOVA table tests whether the overall regression model is good fit for the
data. The table shows that the independent variables statistically significantly predict the
dependent variable.

Table 4.17: ANOVA of CBE

ANOVA?
Model Sum of df Mean Square F Sig.
Squares
Regression 72.297 3 24.099 113.949 .000°
1 | Residual 35.530 168 211
Total 107.828 171

a. Dependent Variable: brand loyalty
b. Predictors: (Constant), customer satisfaction, perceived value, service quality

Source: Survey data (2017)

The summary table shows the various sums of squares described in the figure above and the
degree of freedom associated with each. From these two values, the average sums of squares (the
mean squares) can be calculated by dividing the sums of squares by the associated degree of
freedom. The most important part of the table is the F-ratio, which is a test of the null hypothesis
that the regression coefficients are all equal to zero. Put in another way, this F static tests
whether the R? proportion of variance in the dependent variable accounted for by the predictors

is zero and table also shows the associated significance value of the F-ratio (Field, 2009) for this
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data F is 113.949, which is significant at p <0.001 (because the value in the column labeled Sig.
is less than 0.001). This result tells us that there is less than 0.1% chance that an F-ratio this large
would happen, if the null hypothesis proposed about the F-ratio were true. Therefore, we can
conclude that the regression model result is significantly better prediction of brand loyalty of
Commercial bank of Ethiopia and that the regression model overall predict brand loyalty

significantly well.

Table 4.18: Coefficient of variable of CBE

Unstandardized | Standardized
Coefficients Coefficients )
Model t Sig.
Std.
B Beta
Error
(Constant) 323 196 1.644 102
1 | perceived value .269 .066 .283 4.057 .000

service quality 479 .090 430 5.321 .000
customer 208 073 186 2.829 .005
satisfaction

Source: Survey data (2017)

From the table we can say that o is 0.323, and this can be interpreted as meaning that if all the
independent variables, perceived value, service quality and customer satisfaction dimensions
were to be zero, the model predicts that CBE can only have 32.3% of loyal customers. We can
also red off the value of B from the table and this value represents the slope of the regression
line. It is 0.269 for perceived value and although this value is slope of the regression associated
with a unit change in the outcome associated with a unit change in the predictor. Therefore, if
our predicator variable is increased by one unit (if respondents perceived value for CBE is
increased by 1), then the model predicts that 26.9% extra customers will be loyal to CBE. The
same are true for service quality (47.9%) and customer satisfaction (20.8%) for which an
increase in one unit of these respective variables can result in an increase in brand loyal

customers of CBE by the percentage shown in the table.

The regression model of this study can now be properly written in an equation form as the
following
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Y (BL)=(0.323) constant+(0.269)PV+(0.479)SQ+(0.208)CS+¢(Error Term)

Relationship between perceived value, service quality and customer satisfaction in CBE

As it is indicated in the model summary of table 4.26, service quality explains perceived value.
In this case, the results of correlation of perceived value and service quality and R Square
(0.592) are taken into consideration. This R square is the explained variance and it is actually
the square of the multiple R (0.769), therefore, it is pointed out that 59.2% of perceived value is

explained by service quality.

Table 4.19: Regression analysis result of perceived value and service quality of CBE

Model Summary®

R Durbin-
Model R Square Watson
1 .769° 592 2.152

a. Predictors: (Constant), service quality
b. Dependent Variable: perceived value
Source: Survey data (2017)

Table 4.20: Coefficient of variable result of perceived value and service quality of CBE

Coefficients?

Unstandardized | Standardized
Model Coefficients Coefficients t Sig.
B | Std. Error Beta
(Constant) .530 211 2.515 .013
' Service quality | .901 .057 .769 15.699 .000

a. Dependent Variable: perceived value

Source: Survey data (2017)

As it is indicated in the model summary of table 4.28, service quality explains perceived value.
In this case, the results of correlation of perceived value and service quality and R Square

(0.540) are taken into consideration. This R square is the explained variance and it is actually
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the square of the multiple R (0.735), therefore, it is pointed out that 54% of customer

satisfaction is explained by service quality.

Table 4.21: Model summary result of customer satisfaction and service quality of CBE

Model Summary®

Durbin-
Model R R Square Watson
1 .735° 540 1.739

a. Predictors: (Constant), service quality
b. Dependent Variable: customer satisfaction

Source: Survey data (2017)

Table 4.22: Coefficient of variable of result of service quality & customer satisfaction of
CBE

Unstandardized | Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 973 191 5.101 .000
1 Service quality 732 .052 735 | 14.11 .000
5

a. Dependent Variable: customer satisfaction
Source: Survey data (2017)

As shown on the above, based on the coefficients output (collinearity statistics), the obtained
variance inflation factor (VIF) for all independent variables was found to be between 1 and 10,
which means that there is no multicollinearity problem. The independent variables also have

significant relationship with the dependent variable.

Table 4.23: Model summary of AIB

Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson
1 .868° 754 .750 37590 2.237

a. Predictors: (Constant), customer satisfaction, perceived value, service quality
a. Dependent Variable: brand loyalty
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Source: Survey data (2017)

A value of 0.868, in this indicates a good level of prediction, the value of 75.4% that the
independent variables (perceived value, service quality and customer satisfaction) explain the

variability of the dependent variable which is brand loyalty.

Table 4.24: ANOVA of AIB

Model Ssc;‘lgroe‘; df S'\é'ﬁgpe F Sig.

Regression 72.800 3 24.267 | 171740 | .000°
1 Resiual 23.738 168 141

Total 96.538 171

a. Dependent Variable: brand loyalty
b. Predictors: (Constant), customer satisfaction, perceived value, service quality
Source: Survey data (2017)

For this data F is 171.740, which is significant at p <0.005 (because the value in the column
labeled Sig. is less than 0.001). This result tells us that there is less than 0.1% chance that an F-
ratio this large would happen, if the null hypothesis proposed about the F-ratio were true.
Therefore, we can conclude that the regression model result is significantly better prediction of
brand loyalty of Awash International bank and that the regression model overall predict brand

loyalty significantly well.

Table 4.25: Coefficient of variable of AIB

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) .057 219 .259 .796
Perceived value .330 .050 .381 6.558 .000
! Service quality 374 072 387 | 5.220 .000
customer satisfaction .270 .084 192 3.196 .002

a. Dependent Variable: brand loyalty
Source: Survey data (2017)
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From the table we can say that a is 0.057, and this can be interpreted as meaning that if all the
independent variables, perceived value, service quality and customer satisfaction dimensions
were to be zero, the model predicts that AIB can only have 0.57% of brand loyal customers. We
can also red off the value of B from the table and this value represents the gradient of the
regression line. It is 0.330 for perceived value and although this value is slope of the regression
associated with a unit change in the outcome associated with a unit change in the predictor.
Therefore, if our predicator variable is increased by one unit (if respondents perceived value for
CBE is increased by 1), then the model predicts that 33% extra customers will be loyal to AIB.
The same are true for service quality (37.4%) and customer satisfaction (27%) for which an
increase in one unit of these respective variables can result in an increase in brand loyal

customers of AIB by the percentage shown in the table.

The regression model of this study can now be properly written in an equation form as the
following

Y (BL)=(0.057) constant+(0.330)PV+(0.374)SQ+(0.270)CS+¢(Error Term)

Relationship between perceived value, service quality, customer satisfaction of AIB

As it is indicated in the model summary of table 4.33, service quality explains perceived value.
In this case, the results of correlation of perceived value and service quality and R Square
(0.565) are taken into consideration. This R square is the explained variance and it is actually
the square of the multiple R (0.752), therefore, it is pointed out that 56.5% of perceived value is

explained by service quality.

Table 4.26: Regression analysis result of perceived value and service quality of AIB

Model Summary®

Durbin-
Model R R Square Watson
1 .752° 565 2.113

a. Predictors: (Constant), service quality
b. Dependent Variable: perceived value

Source: Survey data (2017)
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Table 4.27: Coefficient of variable result of perceived value and service quality of AIB

Coefficients?

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 | (Constant) 1.041 206 5.045 .000
Service quality .838 .056 752 14.870 .000

a. Dependent Variable: perceived value

Source: Survey data (2017)

As it is indicated in the model summary of table 4.36, service quality explains customer
satisfaction. In this case, the results of correlation of customer satisfaction and service quality
and R Square (0.596) are taken into consideration. This R square is the explained variance and it
is actually the square of the multiple R (0.772), therefore, it is pointed out that 59.6% of

customer satisfaction is explained by service quality.

Table 4.28: Regression analysis result of customer satisfaction and service quality of AIB

Model Summary®

Durbin-
Model R R Square Watson
1 7728 596 1.786

a. Predictors: (Constant), service quality
b. Dependent variable, customer satisfaction

Source: Survey data (2017)

Table 4.29: Coefficient of variable of result of service quality and customer satisfaction of
AlB

Coefficients?

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 | (Constant) 1.947 123 15.829 .000
Service quality 533 034 172 15.852 .000

a. Dependent Variable: customer satisfaction

Source: Survey data (2017)
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4.7. Comparative analysis between CBE and AIB using independent sample t-test

A comparison of means could be carried out by simply balance diverse means against each other.
However, there need to be statistical assurance that the difference between the means is
significant and not occurred by chance. Independent sample t-test is applicable in the statistical
assurance of any significant difference between the means of perceived value, service quality,
customer satisfaction and brand loyalty in the two banks.

Table 4.30: Group statistics for AIB and CBE regarding brand loyalty

Std. Std. Error
brand loyalty N Mean Deviation Mean
brand loyalty AIB 172 3.7674 .75136 .05729

CBE 172 3.8174 .79409 .06055

Source: Survey data (2017)

In the group statistics table, the mean of brand loyalty for AIB is 3.7674 with std. deviation of
.75136 and the mean of CBE is 3.8174 with std. deviation .79409. The number of participants in
each bank (N) is 172.

Table 4.31: independent sample test for brand loyalty

Levene's Test for
Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) | Difference | Difference
brand Equal 0.005 0.946 -0.6 342 0.549 -0.05
loyalty variances
assumed
Equal -0.6 | 340.959 0.549 -0.05
variances
not
assumed

Source: Survey data (2017)

As we can see from the table the sig. value is .549 which is greater than 0.05 and this means that

the brand loyalty dimensions in the two banks is not significantly different.
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Table 4.32: Group statistics for AIB and CBE regarding perceived value

Std. Std. Error
perceived value N Mean | Deviation Mean
perceived AlIB 172 | 4.0394 .86666 .06608
value CBE 172 | 3.7778 | .83529 .06369

Source: Survey data (2017)

In the group statistics table, the mean of perceived value for AIB is 4.0394 with std. deviation of
.86666 and the mean of CBE is 3.7778 with std. deviation .83529. The number of participants in
each bank (N) is 172.

Table 4.33: independent sample test for perceived value

Levene's Test for
Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) | Difference | Difference
perceived | Equal 122 127 2.851 342 .005 .26163 .09178
value variances
assumed
Equal 2.851 | 341.536 .005 26163 .09178
variances
not
assumed

Source: Survey data (2017)

The sig. (2-tailed) value in the above table is 0.005 and this value is less than .05. Because of

this, we conclude that there is statistically significant difference between the mean of perceived

value for CBE and AIB and we can conclude AIB has higher perceived value than CBE.

Table 4.34: Group statistics for AIB and CBE regarding service quality

Std. Std. Error

service quality N Mean Deviation Mean
service quality | AIB 172 3.5783 7762 .05929
CBE 172 3.6062 71357 .05441

Source: Survey data (2017)
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In the group statistics table, the mean of service quality for AIB is 3.5783 with std. deviation of
77762 and the mean of CBE is 3.6062 with std. deviation .71357. The number of participants in
each bank (N) is 172.

Table 4.35: independent sample test for service quality

Levene's Test for

Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) | Difference | Difference
Service | Equal 3.151 077 | -.347 342 -.02791 .08047
quality | variances
assumed
Equal -.347 | 339.503 -.02791 .08047
variances
not
assumed

Source: Survey data (2017)

As we can see from the table the sig. value is .729 which is greater than 0.05 and this means that

the service quality dimensions in the two banks is not significantly different.

Table 4.36: Group statistics for AIB and CBE regarding customer satisfaction

Std.
Std. Error
customer satisfaction N Mean | Deviation | Mean
customer awash 172 3.8535 45517 | .03471
satisfaction | CBE 172 | 3.6128| 71120 | .05423

Source: Survey data (2017)

In the group statistics table, the mean of service quality for AIB is 3.8535 with std. deviation of
45517 and the mean of CBE is 3.6128 with std. deviation .71120. The number of participants in
each bank (N) is 172,
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Table 4.37: independent sample test for customer satisfaction

Levene's Test
for Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) | Difference | Difference
customer | Equal 31.320 .000 | 3.738 342 .000 .24070 .06438
satisfaction | variances
assumed
Equal 3.738 | 290.960 .000 .24070 .06438
variances
not
assumed

Source: Survey data (2017)

The sig. (2-tailed) value in the above table is 0.005 and this value is less than .05. Because of
this, we conclude that there is statistically significant difference between the mean of customer
satisfaction for CBE and AIB and based on the above table we can conclude that AIB customers
are more satisfied than CBE.

Validating the proposed Hypotheses

H1: perceived value has positive and significant influence on brand loyalty of customers in
the two banks.

The coefficient of perceived value was 0.269 for CBE and 0.330 for AIB; this tells us that a unit
change in this variable increases brand loyalty of customers by 26.9% for CBE 33% for AIB,
keeping other variables constant. The t-statistic value of perceived value was 4.057 at p-value of
0.000 for CBE and 6.558 at p-value of 0.000 for AIB, which makes the relationship between this
variable and customer brand loyalty positive. Therefore we accept H1.

H2: service quality has positive and significant influence on brand loyalty of customers in
the two banks.

The coefficient of service quality was 0.479 for CBE and 0.374 for AIB; this tells us that a unit
change in this variable increases brand loyalty of customers by 47.9% for CBE and 37.4% for
AIB, keeping other variables constant. The t-statistic value of service quality was 5.321 at p-
value of 0.000 for CBE and 5.220 at p-value of 0.000 for AIB, which makes the relationship

between this variable and customer brand loyalty positive. Therefore we accept H2.
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H3: customer satisfaction has positive and significant influence on brand loyalty of
customers in the two banks.

Based on the tables and explanations provided in the preceding paragraphs, customer satisfaction
has a positive and significant relationship with the dependent variable brand loyalty, where the t
statistic value was calculated to be 2.829 for CBE at p value of 0.005 and 3.196 for AIB at p
value of 0.002. The value of the coefficient of customer satisfaction was also found to be 0.208
for CBE and 0.270 for AIB which means that, if both banks increase their customers satisfaction
they will be able to have 20.8 % and 27% of brand loyal customers other factors remaining

constant. Therefore, H3 is accepted.

H4: there is significant relationship between perceived value, service quality and customer
satisfactions in the two banks.

The coefficient of service quality was computed to be 0.901 for CBE and 0.838 for AIB; this
means that a unit change in service quality has the influence to increase perceived value of
customers by 90.1% for CBE and 83.8% for AIB assuming all other variables constant. The
calculated t-statistic value of this independent variable is 15.699 at p-value of 0.000 for CBE and
14.870 at p-value of 0.000 for AIB, which proves a positive and significant relationship with the
dependent variable, customer satisfaction.

The coefficient of perceived value was 0.26.9% for CBE and 0.330 for AIB; this tells us that a
unit change in this variable increases brand loyalty of customers by 26.9% for CBE 33% for
AIB, keeping other variables constant. The t-statistic value of service quality was 4.057 at p-
value of 0.000 for CBE and 6.558 at p-value of 0.000 for AIB, which makes the relationship
between this variable and customer brand loyalty positive. Therefore we accept H4.

H5: There is significant difference between customers of CBE and AIB with respect to their
perceived value, service quality, customer satisfaction and brand loyalty dimensions.

For this hypothesis, independent sample t-test was used to determine whether to check or not
there is difference between the means of CBE and AIB. SPSS produces the exact significance
value of t, and we are interested in whether this value is less than or greater than 0.05. In this
case the two-tailed value of p for service quality and brand loyalty were, 0.729, and 0.549,
respectively, which are greater than 0.05, and so we would have to conclude that there was no
significant difference between the means of the above variables (service quality and brand

loyalty) for Commercial bank of Ethiopia and Awash International bank.
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The two tailed p-value for perceived value and customer satisfaction were calculated to be 0.005
and 0.000, respectively, which are less than 0.05. Therefore, there was a significant difference
between the means of perceived value and brand loyalty for CBE and AIB. Therefore, this led to
the partial acceptance of the fifth hypothesis. These two variables (perceived value and customer
satisfaction) can be point of difference and source of differentiation for their respective banks.
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CHAPTER FIVE

5. Major findings, Conclusion and Recommendations

5.1. Introduction

In this chapter, an attempt has been made to present the conclusions, summary and

recommendations. At the end of the chapter, limitations and suggestions for future research are

discussed.

5.2. Major findings

R/
L X4

K/

According to the gathered data 65.7% of commercial bank of Ethiopia and 90.7% of
Awash International bank customers has already have accounts at other private banks like
Dashen bank, Awash bank, United bank, Abyssinia bank and others and 34.3% of CBE

and 9.3% AIB of customers does not have account at other banks.

The coefficient of perceived value was 0.269 for CBE and 0.330 for AIB,; this tells us that
a unit change in this variable increases brand loyalty of customers by 26.9% for CBE
33% for AIB, keeping other variables constant. The t-statistic value of perceived value
was 4.057 at p-value of 0.000 for CBE and 6.558 at p-value of 0.000 for AIB, which
makes the relationship between this variable and customer brand loyalty positive.

The coefficient of service quality was 0.479 for CBE and 0.374 for AIB; this tells us that
a unit change in this variable increases brand loyalty of customers by 47.9% for CBE and
37.4% for AIB, keeping other variables constant. The t-statistic value of service quality
was 5.321 at p-value of 0.000 for CBE and 5.220 at p-value of 0.000 for AIB, which
makes the relationship between this variable and customer brand loyalty positive.

Based on the tables and explanations provided in the preceding paragraphs, customer
satisfaction has a positive and significant relationship with the dependent variable brand
loyalty, where the t statistic value was calculated to be 2.829 for CBE at p value of 0.005
and 3.196 for AIB at p value of 0.002. The value of the coefficient of customer
satisfaction was also found to be 0.208 for CBE and 0.270 for AIB which means that, if
both banks increase their customers satisfaction they will be able to have 20.8 % and 27%
of brand loyal customers other factors remaining constant.

From the generated tables we can say that a is 0.057 for AIB and a is 0.323 for CBE, and
this can be interpreted as if all the independent variables, perceived value, service quality

and customer satisfaction dimensions were to be zero, the model predicts that AIB can
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only have 0.57% of brand loyal customers and CBE can only have 32.3% brand loyal
customers.

% According to the independent sample t-test result there is no significant difference
between the means of CBE and AIB. SPSS produces the exact significance value of t,
and we are interested in whether this value is less than or greater than 0.05. In this case
the two-tailed value of p for service quality and brand loyalty were, 0.729, and 0.549,
respectively, which are greater than 0.05 and the two tailed p-value for perceived value
and customer satisfaction were calculated to be 0.005 and 0.000, respectively, which are
less than 0.05.

5.3. Conclusion

The purpose of this study was to investigate the influence of perceived value, service quality and
customers satisfaction on brand loyalty of customers. This study entails that the major goal of
brand loyalty is to maintain long lasting relationship with customers that untimely makes them to
be loyal to the brand in this case to the bank. Brand loyal customers are the basic requirement to
survive in this competitive banking industry of Ethiopia and to generate profit. And to gain brand
loyal customers we need to know factors that influence brand loyalty of customers.

Based on previous theories and researches regarding brand loyalty and its outcomes, this study
shows clear links between the variables perceived value, service quality, and customer
satisfaction and their effect on brand loyalty of customers. The findings of the five hypotheses
were verified by running a multiple liner regression analysis and independent sample t- test and
these findings showed that the variables perceived value, service quality and customer
satisfaction has positive and significant influence on brand loyalty of customers in Commercial
and Awash International bank. This leads to the conclusion that the one unit increase in the
above variables results in positive increase in brand loyalty of customers in the two banks.
Therefore all the four hypotheses were accepted.

The fifth hypotheses which was Commercial bank of Ethiopia and Awash international bank has
significant differences regarding their perceived value, service quality, customer satisfaction, and
brand loyalty dimensions was partially accepted after running independent sample t-test and the
result showed that the means of service quality and brand loyalty of Commercial bank and
Awash International bank were not found to be that much significant and this is because 78.9%

of CBE and 90.7% of AIB customers has already have accounts on different private banks which
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entails that both banks customers are not loyal to a certain bank and this is created because the
existence of intense competition between banks which led customers to jump from one bank to
other because if one bank couldn’t maintain a consistent service and make customers satisfied,
that customer can easily change to the bank next door who is willing to serve customers the same
service better. However the means of perceived value and customer satisfaction were calculated
to be significantly different for Commercial bank of Ethiopia and Awash International bank and
the group statics table also revealed that the mean of perceived value and customer satisfaction
for AIB was greater than the mean of CBE and thus leads to the partial acceptance of the fifth
hypotheses. We can also conclude that AIB have higher perceived value of customers and more
satisfied customers than CBE.

This study was aimed at finding the influence of the three variables perceived value, service
quality and customers satisfaction on brand loyalty of customers of Commercial bank of Ethiopia
and Awash International bank. Most of the previous studies focused on the single determinants
of brand loyalty such as the service quality, satisfaction, perceived value, trust, retention,
customer loyalty programs and from these variables perceived value is the mostly ignored
variable especially in researches in Ethiopian context. So, this study gives details of the
combined effect of the three variables perceived value, service quality and customers satisfaction
on brand loyalty of customers.

5.4. Recommendations

Based on the findings, this study proposes the following recommendations.

%+ The management team of both banks should implement brand loyalty improvement
program in order to create and maintain long lasting relationships with customers so as to
have competitive advantage and improve performance.

++ Both banks should pursue brand loyalty as a marketing strategy which requires long-term
commitment and understanding of perceived value, service quality and customer
satisfaction from customer’s perspective on the total bank experience because according
to the research findings on chapter four those three things significantly influence

customers brand loyalty.

K/

% The banks managements should adopt the loyalty multidimensional model consisting of
the three constructs of perceived value, service quality and customer satisfaction which

will contribute to improve bank performance in both banks.
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A

Bank managers should regularly conduct customer survey and should incorporate feed
back in the changes desired by the customers. The banks can provide training programs
for their employees in order to make them more effective while dealing with the
customers, especially in handling customer complaints. This can help to improve
satisfaction and customer loyalty by reducing defections of dissatisfied customers
especially for Commercial bank of Ethiopia since its has lower satisfied customers than
Awash International bank.

Based on the finding in chapter four, AIB has a stronghold in customer satisfaction than
CBE. Therefore CBE should make an effort to simplify the procedures and to open all
counters in a unit when necessary. Thus, the waiting time decreases which will positively
affect customers’ level of satisfaction.

CBE and AIB should develop marketing strategies based on the value perceived by
customers and for the concept perceived value to be operational in achieving and
maintaining a competitive advantage, marketing managers must have a deep
understanding of its meaning and of the relative importance of the dimensions studied
when the customer comes to make his/her evaluations and as employees of the bank plays
a very important role it will be fundamental to make a great effort when selecting and
training the employees of the banks, and to monitor over time appropriateness of their
level of knowledge and their attitude towards customers.

Both banks can differentiate their self from competitors by providing high quality service
and this can be done by using service quality dimensions to attract and maintain their
customers. To survive in the competitive banking industry, banks have to develop new
strategies which will satisfy their customers make them loyal.

It is important for the bank managers to understand the relevant service quality
dimensions in banking that could reinforce positive perceived value and customer
satisfaction assessments. Managers of both banks need to develop systematic assessment
programs to monitor service quality, perceived value and customer satisfaction overtime.
The banks staffs should also be kept informed of results and be encouraged to take part in

formulating an effective loyalty strategy.

64



< Top management of both banks should ensure that whatever services they advertise,
should be available to the customers in every branch of the banks in order to increase
their trust.

< Managers of both banks should always consider the needs of their customers because

loyalty comes in the customers stated and unstated needs.

5.3. Recommendation for future research

Although data collection in this research was based on questionnaire which the bank customers
responded to, it is recommended that in future studies, other tools can used such as structured
interviews, focused group discussion and observations in order to study and investigate the
variables.

This research was focused on the influence of perceived value, service quality and customer
satisfaction on brand loyalty of customers. Future research can determine other factors that
influence brand loyalty in the banking sector. Also it is recommended, that future research uses
observation methods or interviews with experts in order to identify, measure and prioritize the

indices (indicators) for measuring the variables.
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Appendixes 1.
Appendix 1.1: Questionnaire (English)
ADDIS ABABA UNIVERSITY SCHOOL OF COMMERCE
DEPARTMENT OF MARKETING MANAGEMENT
MARKETING MANAGEMENT GRADUATE PROGRAM

Dear Sir/Madam

This questionnaires are prepared by Masters of Marketing Management graduate student for the
purpose of writing thesis on “the influence perceived value, service quality and customer
satisfaction on brand loyalty of customers”. As a customer of this bank, your participation in this
study will be valuable and greatly appreciated. | assure you that the Information gathered will be

kept confidential and will not be used for any other purposes.

Instruction for filling the questionnaire
I know that your time is valuable, but | hope that you will take the time (an estimated 10.-15

minute) to complete the questionnaire. Please read each statement carefully and tick (v") or

encircle the box that best suits your perspective for each statement.

Thank you for your kind cooperation.

Betelhem Eshetu
Phone number: 0913358762

Email address: ebetelhm@yahoo.com
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Part I: Demographic or General information

Choose the suitable answer and tick (¥) in the box given for each question.

1. Gender 1 Female 1 Male

2. Age L1 18-30years [ 31-45 years

1 46-60years [] 61 yearsand above

3. Education qualification [—] below secondary [ Diploma

1 First Degree 1 second degree and above
4. Occupation 1 Government sector 1 Private sector
1 Own Business 1 Student
5. Monthly income 1 Below Birr 3,000 1 Birr3,001-9,000
1 Birr9,001-20,000 1 Birr 20,001 and above

6. if you have an account at other banks please specify?

8. How long has it been since your start using the bank service?

1 Below 1 year 1 1-3years 1 3-5years

L1 5-7years ] above 7 years
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Part I1. Perceived value

Please, indicate your opinion by marking the appropriate box on the five point scale where:

This part is kindly requires you to express your view on the issue being asked appropriately; 1 =

strongly Disagree, 2 =Disagree, 3=Neutral, 4=Agree, 5=strongly agree.

Functional perceived value Strongly Agree | Neutral | Disagree St_rongly
Agree Disagree
1 | The bank deposit interest rate is good. 5 4 3 2 1
9 The bank service charges are worth for the services 5 4 3 9 1
that are provided.
The bank has the ability to adjust the products and
3 . . 5 4 3 2 1
services to meet the customer's unforeseen needs.
Relational perceived value
1 Tr_\e bank strives to establish long-term relationship 5 4 3 9 1
with customers.
The bank employees have ability to openly discuss
2 : : 5 4 3 2 1
solutions when problem arise.
The bank has full commitment in improving its
3 : O 5 4 3 2 1
overall relationship with customers.
Emotional perceived value
1 | The bank creates positive atmosphere. 5 4 3 2 1
2 | | feel safe in keeping my deposit in this bank. 5 4 3 2 1
3 | I have full trust and confidence in this bank. 5 4 3 2 1
Part I11. Brand loyalty
Strongly . Strongly
Brand Loyalty Agree Agree | Neutral | Disagree Disagree
This bank is my number one choice among other
1 | banks and it is the first bank that first comes to my 5 4 3 2 1
mind.
5 My loyalty towards a particular Bank brand 5 4 3 5 1
increases when | am satisfied by the bank.
3 I prefer to maintain a long term relationship with 5 4 3 5 1
this bank
4 | would always rec_ommend the bank to someone 5 4 3 5 1
who seeks my advise
5 | I do not consider switching to another bank. 5 4 3 2 1
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Part IV. Service Quality

I Strongly : Strongly
Tangibility Agree Agree | Neutral | Disagree Disagree
1 . 5 4 3 2 1
The bank has up to date equipment and technology.

2 | The bank has sufficient number of ATM machines. S 4 3 2 1
| perceive that availability of Sufficient, neat and

3 qualified staffs in the bank aids to enhance service > 4 3 2 1
quality.

Reliability

1 The _bank provides wide range of products and 5 4 3 5 1
services.

2 | The bank provides adequate information on its 5 4 3 2 1
website.
Delivery of the bank service promised by the bank is

3 | the basic factor for choosing the bank than other 5 4 3 2 1
banks.

Assurance

1| The bank perform error free service. 5 4 3 2 1

2 | The bank handle customer request promptly. 5 4 3 2 1
When | need to use the bank service this bank is the

3 | first bank that immediately come to my mind 5 4 3 2 1
because it provides me a prompt service.

Responsiveness
The bank has experienced management team 5 4 3 2 1

2 The bank_p_rovides excellence service as promised in 5 4 3 2 1
its advertising

3! perceived that this bank is the best commercial 5 4 3 2 1
bank because of its excellent service.

Empathy

1| The bank understands specific customer needs. 5 4 3 2 1

2 | The bank gives valuable financial advices. 5 4 3 2 1

3 5 4 3 2 1

The bank has polite and friendly staff.
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Part V. Customer Satisfaction

. . Strongly . Strongly
Customer Satisfaction Agree Agree | Neutral | Disagree Disagree
| am satisfied with the service
. provided by the bank. > 4 3 2 1
9 I am SZ:ltISfIEd with the ease of 5 4 3 9 1
accessing the bank.
| am satisfied with the type of
3 | products or types of accounts being 5 4 3 2 1
provided by the bank.
| am satisfied with the ease of
4 | obtaining credit facilities and foreign 5 4 3 2 1
currency provided by the bank.
| am satisfied with the e-banking
5 | service that the bank provides. (ATM 5 4 3 5 1

card, mobile banking, internet
banking)
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Appendix 1.2: Questionnaire (Amharic)
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Appendix 2: Statistical Outputs

Appendix 2.1: Demographic Variable

Gender CBE
Frequency Percent Valid Percent Cumulative
Percent
Female 68 19.8 39.5 39.5
Valid Male 104 30.2 60.5 100.0
Total 172 50.0 100.0
Missing ~ System 172 50.0
Total 344 100.0
age CBE
Frequency Percent Valid Percent Cumulative
Percent
18-30years 100 29.1 58.1 58.1
31-45years 54 15.7 314 89.5
Valid 46-60years 13 3.8 7.6 97.1
6lyearsandabove 5 15 2.9 100.0
Total 172 50.0 100.0
Missing ~ System 172 50.0
Total 344 100.0
educational qualification_CBE
Frequency Percent Valid Percent Cumulative
Percent
below secondary 11 3.2 6.4 6.4
diploma 16 4.7 9.3 15.7
Valid first degree 102 29.7 59.3 75.0
second degree and above 43 125 25.0 100.0
Total 172 50.0 100.0
Missing ~ System 172 50.0
Total 344 100.0
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occupation_CBE

Frequency Percent Valid Percent Cumulative
Percent
government employee 70 20.3 40.7 40.7
private sector employee 81 235 47.1 87.8
Valid ownbusiness 19 55 11.0 98.8
student 2 .6 1.2 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
Monthly income_CBE
Frequency Percent Valid Percent Cumulative
Percent
belowbirr3000 26 7.6 15.1 15.1
birr3001-9000 88 25.6 51.2 66.3
Valid birr9001-20000 35 10.2 20.3 86.6
birr20000andabove 23 6.7 13.4 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
how long has it been since you became customer of this bank_CBE
Frequency Percent Valid Percent Cumulative
Percent
belowlyear 4 1.2 2.3 2.3
1-3year 48 14.0 27.9 30.2
3-5years 55 16.0 32.0 62.2
Valid
5-7year 32 9.3 18.6 80.8
above7years 33 9.6 19.2 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0

88




Gender_AIB

Frequency Percent Valid Percent Cumulative
Percent
female 49 14.2 28.5 28.5
Valid male 123 35.8 715 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
age AIB
Frequency Percent Valid Percent Cumulative
Percent
18-30years 70 20.3 40.7 40.7
31-45years 59 17.2 34.3 75.0
Valid 46-60years 33 9.6 19.2 94.2
61 years and above 10 2.9 5.8 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
educational qualification_AIB
Frequency Percent Valid Percent Cumulative
Percent
below secondary 4 1.2 2.3 2.3
diploma 38 11.0 221 24.4
Valid first degree 91 26.5 52.9 77.3
second degree and above 39 11.3 22.7 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
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occupation_AIB

Frequency Percent Valid Percent Cumulative
Percent
government employee 24 7.0 14.0 14.0
private sector employee 86 25.0 50.0 64.0
Valid own business 54 15.7 314 95.3
student 8 2.3 4.7 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
Monthly income_AIB
Frequency | Percent | Valid Percent Cumulative
Percent
below birr 3000 10 2.9 5.8 5.8
birr 3001-9000 62 18.0 36.0 41.9
Valid birr 9001-20000 58 16.9 33.7 75.6
birr 20000 and above 42 12.2 24.4 100.0
Total 172 50.0 100.0
Missing  System 172 50.0
Total 344 100.0
Appendix 2.3: Reliability Measurements
Cronbach Cronbach
Scale Alpha of CBE | Alpha of AIB Items
functional perceived value 0.737 0.894 3
relational perceived value 0.786 0.88 3
emotional perceived value 0.74 0.894 3
brand loyalty 0.857 0.798 5
service quality-tangibility 0.7 0.714 3
service quality-reliability 0.672 0.822 3
service quality-assurance 0.706 0.822 3
service quality-responsiveness 0.797 0.821 3
service quality-empathy 0.753 0.821 3
customer satisfaction 0.79 0.626 5
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Appendix 2.4: Multiple linear regression of AIB

Model Summaryb

Model R R Square Adjusted R Std. Error of the | Durbin-Watson
Square Estimate
1 .868% 754 .750 .37590 2.237

a. Predictors: (Constant), CUSTOMER_SATISFACTION, perceived value, service quality

b. Dependent Variable: brand loyalty

ANOVA®
Model Sum of Squares df Mean Square F Sig.
Regression 72.800 3 24.267 171.740 .000"
1 Residual 23.738 168 141
Total 96.538 171

a. Dependent Variable: brand loyalty
b. Predictors: (Constant), CUSTOMER_SATISFACTION, perceived value, service quality

Coefficients®

Unstandardized Standardized
Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) .057 219 .259 .796
Perceived value .330 .050 .381 6.558 .000
Service quality .374 .072 .387 5.220 .000
customer satisfaction .270 .084 192 3.196 .002

Collinearity Diagnostics®
Variance Proportions
Condition Perceived Service Customer

Model | Eigenvalue Index (Constant) value quality satisfaction

1 1 3.953 1.000 .00 .00 .00 .00
2 .028 11.868 .98 .04 .05 .03
3 .012 18.091 .00 .96 17 A1
4 .007 24.383 .01 .00 .78 .86
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Appendix 2.5: Normality test

Histogram

Dependent Variable: brandloyalty

Mean = -3 98E-16

40— Std. Dev. =0.991

Frequency

M=172

AY
/

~
r

AHIE

7

el -

| T 1
-3 -2 -1 o] 1 2

Regression Standardized Residual

Mormal P-P Plot of Regression Standardized Residual

Dependent Variable: brandloyalty

Expected Cum Prob

0.0-1* T T T
0.0 0.2 0.4 06 08 10

Observed Cum Prob

92



Regression Standardized Predicted Value

brandloyalty

Scatterplot
Dependent Variable: brandloyalty
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Appendix 2.7: Linearity test
Partial Regression Plot
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Appendix 2.6;: Homoscedasticity test
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Appendix 2.8: Multiple linear regression of CBE

Model Summaryb

Model R R Square Adjusted R Std. Error of the | Durbin-Watson
Square Estimate

1 .819° 670 .665 .45988 2.050

a. Predictors: (Constant), customer satisfaction, perceived value, service quality

b. Dependent Variable: brand loyalty

ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 72.297 3 24.099 | 113.949 .000°
1 Residual 35.530 168 211
Total 107.828 171
a. Dependent Variable: brand loyalty
b. Predictors: (Constant), customer satisfaction, perceived value, service quality
Coefficients
Unstandardized Standardized
Coefficients Coefficients
Std.

Model B Error Beta t Sig.

1 (Constant) .323 .196 1.644 .102
Perceived value .269 .066 .283 4.057 .000
Service quality 479 .090 430 5.321 .000
Customer satisfaction .208 .073 .186 2.829 .005

95




Collinearity Diagnostics®

Variance Proportions
Condition perceived Service Customer
Model | Eigenvalue Index (Constant) value quality satisfaction
1 1 3.952 1.000 .00 .00 .00 .00
2 .025 12.458 .86 A7 .03 .00
3 .015 16.151 14 43 .00 .65
4 .008 22.481 .00 .40 .96 .35
a. Dependent Variable: brand loyalty
Appendices 2.9: Normality test
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Normal P-P Plot of Regression Standardized Residual
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Appendices 2.11: Linearity test

Partial Regression Plot
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Dependent Variable: brandloyalty

Partial Regression Plot
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Appendix 2.12: Independent sample t-test

Group Statistics

ID of brand loyalty N Mean Std. Deviation | Std. Error Mean
awash 172 3.7674 .75136 .05729
brand_loyalty A
cbe 172 3.8174 .79409 .06055
Independent Samples Test
Levene's Test for
Equality of Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) Difference | Difference
brand_loyalty A Equal .005 .946 -.600 342 .549 -.05000 .08336
variances
assumed
Equal -.600 340.959 .549 -.05000 .08336
variances
not
assumed
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Group Statistics

ID of perceived value N Mean Std. Deviation | Std. Error Mean
awash 172 4.0394 .86666 .06608
perceived_value_awash
che 172 3.7778 .83529 .06369
Independent Samples Test
Levene's Test for
Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) Difference | Difference
perceived_value_awash Equal 122 727 2.851 342 .005 .26163 .09178
variances
assumed
Equal 2.851 341.536 .005 .26163 .09178
variances
not
assumed
Group Statistics
ID service quality N Mean Std. Deviation | Std. Error Mean
awash 172 3.5783 77762 .05929
service_quality_A
che 172 3.6062 .71357 .05441
Independent Samples Test
Levene's Test for
Equality of Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) Difference | Difference
service_quality_A Equal 3.151 .077 -.347 342 729 -.02791 .08047
variances
assumed
Equal -.347 339.503 729 -.02791 .08047
variances
not
assumed
Group Statistics
ID of customer satisfaction N Mean Std. Deviation | Std. Error Mean
awash 172 3.8535 .45517 .03471
Customer satisfaction
CBE 172 3.6128 71120 .05423
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Independent Samples Test

Levene's Test for

Equality of
Variances t-test for Equality of Means
Sig. (2- Mean Std. Error
F Sig. t df tailed) Difference | Difference
customer Equal 31.320 .000 3.738 342 .000 .24070 .06438
satisfaction variances
assumed
Equal 3.738 290.960 .000 .24070 .06438
variances
not
assumed
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