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Abstract

The main objective of this study was to investigate the effect of relationship marketing on customer
loyalty in Cooperative Bank of Oromia. To examine influence of the independent variables on the
dependent variable under the study, the researcher used descriptive and explanatory research
design to understand the effect of relationships between the explained (customer loyalty) and
explanatory variables. The researcher used a quantitative research approach which allows for
gathering numerical data, measuring variables, predicting and using statistical procedures to
analyze and develop inferences. The population of this study comprises customers of the
Cooperative Bank of Oromia in Bahir-Dar City Branches. The study used primary data source.
The study used a simple random sampling technique to give equal chance of the respondents and
to be free from biasness in selecting them under the study. The finding indicated that the
explanatory variables of commitment, trust, communication, and information technology system
are significant predictors at a 95% confidence level. This finding revealed that these four
independent variables have a significant positive effect on customer loyalty in Cooperative Bank
of Oromia. But, one independent variable conflict handling was found to be insignificant in
affecting customers’ loyalty in the study; because it was not significant at less than 0.05 alpha
values. Itis recommended that the Cooperative Bank of Oromia should attempt to gain customers’
trust. The ways in which this can be achieved include, giving and keeping promises to customers,
showing concern for the reliability of the rental services, providing quality services, showing
respect to customers through front-line staff, fulfilling obligations, and acting to build customers’
confidence in the company and its services. The management of the bank should realize that
relationship marketing plays a major role in influencing customer loyalty, therefore that they
should emphasize on improving relationship marketing strategies to influence customer loyalty

positively.

Key Words: customer loyalty, commitment, communication, conflict handling, information

technology system, and trust






CHAPTER ONE
INTRODUCTION

This chapter described the background of the research, the statement of the problem, research

questions, and objectives of the study, significance of the study and scope of the study.

1.1 Background of the Study
Relationship Marketing has emerged as one of the dominant mantras in business strategy circles

(Palmatier et al, 2006), with relational exchanges as the basic unit. It is clear that customer is the
only source of the companies’ present profit and future growth. And also creating loyal customers
is at the heart of every business (Keller and Kotler, 2012). Customers are central to all marketing
activities all over the world. Success and in turn profit is not unthinkable without customers.
Moreover, companies incur millions of dollars to attract customers and make them loyal. With the
intense competition and increasing globalization of the financial markets, building customer
loyalty has become a critical strategy for most financial institutions. The banking industry must
develop strong relationships with its customers in order to compete successfully in the competitive

retail banking environment (Zhang, 2009).

Relationship marketing has been developed over the years as stimulating area of marketing that
emphasis on creating and maintaining long-term relationships with customers and other parties. In
the competitive market, organizations are not only concerned on providing quality products or
services but the key concern is to communicate with customers and understand their requirement
to satisfy and retain them with a profitable relationship (Tseng, 2007). Relationship marketing
strategy plays a decisive role in interacting and retaining customers, especially in service industries

because of the intangible nature of service and high level of interaction with customers.

Nowadays most organizations are implementing customer relationship marketing as a strategy to
gather and use data for increasing customer value, relationship management. If this new viewpoint
is understood and enacted properly. It will change all parts of an organization (Hasanzadeh, and
Kazemnejad, 2010). In view of customer importance as one of the bases of an organization's life
and CRM emphasis on service improvement; company profit and to improve customer satisfaction
and retention (Aaltonen, 2014).



Enlightening loyal customers is frequently argued to be the single most important driver of
organizations long-term financial performance, which can lead to increased sales and market share,
lower costs, and higher prices. Transforming indifferent customers into loyal ones and establishing
a long term relationship with customers is critical for organizational success (Bhardwaj, 2007).
Eisingerich & Bell(2007) find empirical support that customer loyalty emerges as the dominant,
significant, direct determinant of repurchase intention. Also, their study suggests that, in managing
client relationships, financial institutions should consider the relative effectiveness of individual
relationship building strategies in fostering customer loyalty.

Customer retention will lead the company of having more loyal customers and as a result more
profit and market share (Kaveh, 2007). Today, the extended size of the businesses and the wide
range of customers have compelled organizations to explicitly manage good customer
relationships if they want to be successful. Customer relationship marketing is a strategy that
enables a bank to analyze customer profiles, detect their needs and potential profitability areas and
establish the necessary actions to achieve customer satisfaction, competitive advantage, and thus
the profitability (Woodcock, Foss &Stone, 2001).

According to Onut et al. (2006), banks and other service providers realize the importance of
customer relationship marketing (CRM) and its potential to help the acquiring new customers,
retain existing ones and maximize their life time value. Marketing attention shifted gradually but
definitely from mutually independent transactions to loyalty based repeat purchases and cross sell

opportunities.

There is a need for practitioners and academicians to carry out more studies on customer loyalty
in order to have a better understanding of this concept and to comprehend the role of customer
relationship marketing as the determinant of loyalty. Therefore, the study will initiate to assess the
effect of relationship marketing on customer loyalty in the context of Cooperative Bank of Oromia
Bahir-Dar City Branches.

1.2 Statement of the Problem



As the financial marketplace becomes more dynamic and competitive, banks also need to focus on
retaining existing clients through effective relationship marketing. In this context, the benefits of
long-term retention of existing customers, such as increased profitability, reduced costs in relation
to the individual customer and word of mouth referrals from satisfied customers, become important
(Gilmore, 2003). Retaining customers requires careful and creative work and planning which
satisfies customers. Service becomes more efficient when employees learn about what customers

expect and how best to meet customer needs (Clow and Kurtz, 2003).

Customer relationship marketing in service provider organizations increases its importance
through systematic and rational way of managing and maintaining relationships with their
customers. Managing customer relationship in business organizations is a challenging
phenomenon, because customers’ requirement can significantly vary and organizations are
concentrated on different operations to meet their customer needs (Kleinaltenkamp and Ehret,
2006). Today, in the fierce competitive market, customers have information access related to
different products and services, when organizations are unable provide their requirement, so
customers can move to those organizations that are responsive to their request and provide high

quality services that meet their expectation.

In sight of the importance of the subject, much attention is given and various studies have been
conducted by different researchers to show the many benefits of relationship marketing which
include development of customer loyalty in the service industry particularly in the banking sector
(Gilbert and Choi, 2003). According to the studies, there are numerous factors that influence
relationship marketing success towards customer loyalty such as trust, commitment (Beetles and
Harris, 2010), competence (Hunt et al, 2006), benevolence (Ndubisi and Wah, 2005), empathy,
conflict handling (Gilaninia et al, 2011), and communication or sharing of secrets (Ndubisi and
Wah, 2005). A study conducted by Wijekoon and Dharmadasa (2011), commitment had acted as

a strong determinant of customer loyalty in Sri Lankan banking sector.

An assorted empirical study indicates that customer relationship marketing practices can
significantly lead to improvement of commercial bank performance in respect to customer
attraction, customer satisfaction, and customer retention. The findings in Kenya and Ghana

commercial banks also reveal some measures of relationship marketing such as bonding,



reciprocity, trust responsiveness and empathy as a tool to enhance organizational performance of
commercial banks ((Ndubisi, 2004).

Nevertheless, researches in the field remains questionable as past studies reported differing results
regarding the factors of relationship marketing and the magnitude of their effects on the loyalty of
customers. Mukhiddin J. et al (2012) reported that customer loyalty is influenced by empathy,
commitment, trust, perceived value, perceived service quality and conflict handling in the context
of retail banking in the northern Malaysia; while, communication and conflict handling aspects
were found to be the significant drivers of overall customer satisfaction by Mihir D. and
VineethaR. (2013), Halimi, A.B, et al (2011) stated that personalization and communication had

highly influence customer satisfaction and customer loyalty.

Since existing customers are the competitive environment (Russells,2000).In the complex business
environment that exist today only those organizations that are capable of retaining and providing
total customer satisfaction can survive (Kotler,2005). Banks as their very survival depends on the
ability to attract and retain valuable customers; it is not yet changed their process to do so. As a
result, this research however seeks to make a contribution towards the filling of this gap.
Practically, the study will see a gap in relation to how the Cooperative Bank of Oromia is attracting
new customers; satisfy and retain existing profitable customers by serving a reliable service by
developing and maintaining long-term ongoing relationship marketing (RM) with them banking

service.

Most of the local empirical study made in Ethiopia, focused on Commercial Bank of Ethiopia that
has not been made in Cooperative Bank of Oromia. such as (Kassa,2017), Asmamaw (2016), and
Meseret (2015) considered in three and four independent variable dimensions that are
commitment, conflict handling, and empathy which made them less inclusive in their studies. As
the knowledge of the researcher, the Bank set expectations have not been fully realized since the
average number of days that it takes to achieve a providing service is low and there is a literature
gap in commitment, trust, communication, information technology system and conflict handling

in Ethiopia in general and in the study area in particular (Aaltonen, 2014).

There are deviations in relationship marketing in predefined goals and objectives in Cooperative

Bank of Oromia where some have the highest capability regardless of the incentive where as others



may have poor tendency of working. Consequently, the bank needs to understand the effect of
relationship marketing dimensions because such insight will help them to make sound decisions

that will increase customer loyalty towards the Bank (CBO, 2021).

Therefore, this research will fill the existing literature gap by studying the effect of relationship
marketing dimensions on customer loyalty in Cooperative Bank of Oromia Bahir Dar City

Branches.

1.3 Research Questions
The research will attempt to answer the following basic questions. These are: -

1. What is the effect of commitment on customers’ loyalty in Cooperative Bank of Oromia Bahir
Dar City Branches?

2. What is the effect of trust on customers’ loyalty in Cooperative Bank of Oromia Bahir Dar
City Branches?

3.  What is the effect of communication on customers’ loyalty in Cooperative Bank of Oromia
Bahir Dar City Branches?

4. What is the effect of information technology system on customers’ loyalty in Cooperative
Bank of Oromia Bahir Dar City Branches?

5. What is the effect of conflict handling on customers’ loyalty in Cooperative Bank of Oromia
Bahir Dar City Branches

1.4 Objective of the Study

1.4.1. General Objective

The general objective of the study is to investigate the effect of relationship marketing on customer
loyalty in Cooperative Bank of Oromia Bahir Dar City Branches.

1.4.2 Specific Objectives
More specifically, the research will aim: -

1. To examine the effect of commitment on customers’ loyalty in Cooperative Bank of Oromia
Bahir Dar City Branches.
2. To assess the effect of trust on customers’ loyalty in Cooperative Bank of Oromia Bahir Dar

City Branches.



3. Toexamine the effect of communication on customers loyalty in Cooperative Bank of Oromia
Bahir Dar City Branches.

4. To examine the effect of information technology system on customers loyalty in Cooperative
Bank of Oromia Bahir Dar City Branches.

5. To investigate the effect of conflict handling on customers loyalty in Cooperative Bank of

Oromia Bahir Dar City Branches.
1.5 Significance of the Study

In this study, the effect of relationship marketing on customer loyalty in the banking industry will
be identify and examine and possible suggestions and recommendations might be forwarded. This
may also bring the need for banks to create consumer loyalty to their services in the market and
this will mean they must first come up with strong relationship that will result to consumer loyalty.
The study also is expected to add further theoretical, methodological and practical contributions
to countries banking industry related to the service delivery. The study might help managers to
update the most valuable relationship marketing measurement points or checklists along with
technological and economic development. Besides, the findings of the study might help managers
to train employees on the significant of relationship marketing dimensions for better quality
service.

This study used for Cooperative Bank of Oromia in order to keep its customers loyal to the Bank.
The study identifies future research areas that might have advantage for other researchers to

conduct further study in the area.

1.6 Scope of the Study

The scope of the study was delimited conceptually, geographically and methodologically which is
described as follows. The geographical scope of the study was delimited to Cooperative Bank of
Oromia customers under Bahir Dar City Branches. Regarding the conceptual scope, though
different factors affect the effectiveness of customer loyalty, but the researcher will be force to
consider on the five main factors namely commitment, trust, communication, information
technology system and conflicts handling that determine customers’ loyalty. In other words, it is
the extent to which this variable enhances the potential of RM practices to generate customer

loyalty.



The methodological scope of the study includes descriptive statistical techniques like frequency,
percentage, mean & standard deviation to summarize as well as to describe the response of
participants. From inferential statistics of correlation and multiple linear regression analysis
techniques will be applied.

Regarding the research design, the study was employed descriptive and explanatory research
design. The study used simple sampling technique to select the respondents from the total

population.

1.7 Limitation of the Study

During conducting of this study, the researcher faced some challenges during administration &
analysis of data collection which may ultimately affect the quality of the study. The main
challenges included but not limited to the distributed questionnaires may not be returned on time
or not returned at all, failure of the respondents to provide genuine/accurate responses due to
different personal and organizational motives etc.

However, the researcher tried to overcome this challenge by explaining the purpose of the study
for the target participants & assuring them that their response was used only for conducting the
study. In addition, the researcher assured them that their response might be kept confidential and
their anonymity was maintained. In addition, to the above mentioned limitation, the survey was

limited to Cooperative Bank of Oromia customers under the study.

1.8 Organization of the Study

This study contains five chapters. Chapter one is concern about introduction that include
background of the study, statement of the problem, general and specific objectives, research
questions, significance of the study, scope of the study, limitation of the study & organization of
the study. Chapter two includes review of literatures and it contains a review of existing literatures
written in the area of relationship marketing & customer loyalty, research hypotheses and
conceptual framework of the study. Chapter three is about research methodology that consists of
research design, research approach, population of the study, sample size determination & sampling
technique, data type & sources, data collection instrument, methods of data analysis & tools,
validity and reliability, operationalization & measurement of the study variables, model
development & specifications and ethical considerations will be discuss. Chapter four is about data



analysis, presentation and interpretation which include demographic profile of the respondents,
descriptive & inferential statistics analysis results, discussion of results and research hypotheses
test results. Chapter five will contain summary of the study findings, general conclusions and
possible recommendations to the problems that are drawn from the results of the data analysis and
final results. Major limitation of the study and indication of further studies in the area will be

discussed respectively.



CHAPTER TWO

REVIEW OF RELATED LITERATURE

Introduction

This chapter reviews both the theoretical and empirical studies on relationship marketing & customer
loyalty. The chapter is organized as theoretical literature, empirical literature research hypotheses

and conceptual framework of the research.
2.1 Theoretical Literature

2.1.1. Concept of Customer Relationship Marketing

Relationship marketing focuses on how a firm contributes to its customers and stakeholders and how
this impacts on the firm’s performance and the management of customers’ requirement (Gronroos,
2000). RM is the process of attracting, retaining and improving relationships with customers and
terminating them when necessary, so the purpose of those individuals involved in relationship
marketing is to achieve their objective through mutual exchange and the fulfillment of promises
(Zineldin and Philipson, 2007, Das, 2009, Gronroos, 2004). According to Bruhn, (2003).
Relationship marketing is a new phenomenon developed in the 21 century and all marketers and
managers use it, but they define differently. The dramatic change from transactional marketing to
relationship marketing increases its significance and contribution to customer relationship marketing
(Lindgreen, 2001). In the recent time, relationship marketing has become known as most important
strategic element of business. It has a direct impact on firm’s strategic performance and also
relationship marketing is more effective when the relationships are more critical to customers.
Moreover, effectiveness is greater when relationships are built with an individual than a firm (Robert
and Daunt, 2006).

Rapp and Collins (1990) suggest, similarly, that its goals are to create and maintain lasting
relationships between the firm and its customers that are rewarding for both sides. This is achieved
by a mutual symbiosis and fulfilment of promises (Ndubisi, 2003). In other words, a key objective

is to foster customer loyalty, which Oliver (1999) defined as a deeply held commitment to re-buy or



re-patronize a preferred product or service in the future despite there are situational influence and
marketing efforts having the potential to cause switching behavior.

Relationship marketing is a philosophy of doing business, a strategic orientation that focuses on

keeping and improving current customers rather than on acquiring new customers (Zeithaml and

Bitner, 2003).
Blomquvist et al. (1993) proposed the following key characteristics of relationship marketing: every
customer is considered an individual person or unit; activities of the firm are predominantly directed
towards existing customers; implementation is based on interactions and dialogues; and the firm is
trying to achieve profitability through the decrease of customer turnover and the strengthening of
customer relationships.
Nowadays, banking sector has a sophisticated infrastructure in order to cope with this constant
changes and growth at a very rapid pace which happened in marketing world, this is due to the
tremendous progress in information technology and modern communications’ contributions in a
unique move.
Therefore, the banks should, carefully, select the methods and strategies that may serve their purpose
in terms of meeting or exceeding customers’ expectations, attracting and retaining them regardless
of the offers provided by the other competing banks. Hence, the concept of the relationships
marketing will be enhanced by understanding the importance of studying the marketing environment
and customers' new desires as well as selecting the best ways of satisfying them to build a loyal
relationship with them, as mentioned before. Therefore, loyalty of customers is considered as one of
the most important pillars organizations’ success, especially in the light of the strong competition
facing organizations in the labor market, customer loyalty is also an important factor helps in
different ways at all organizations; for example, in improving the financial and competitive
performance over the long term, also in reaching their goals and their reasons for existence, which
will be reflected on achieving competitive advantage (Al-Hawary, 2013b). Indeed, competitors are
not the only impediment to customer retention, unsatisfied customers' needs in terms of quality of

the product and ineffective service can also causing losing customer (Al-Hawary, & Metabis).

2.1.2 Concept of Customer Loyalty



In a typical company, the rate of customer defection each year runs at about 10 — 30% which means
that the business has to recruit same new customers to maintain the customer base. Evidence
suggests that here is a consistent relationship between customer retention and long term
profitability. The best performing companies are those that succeed in retaining their existing
customers (Ross B. et al., 2008).

Customer loyalty is defined as a deeply held commitment to re-buy or re-patronize a preferred
product/service 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 (Oliver, 1999). Lovelock, Lewis, and Vandermerve (1999) argue that in
business context, loyalty is used to describe the willingness of a customer to continue patronizing
a firm’s goods and services over a long period of time and voluntarily recommending the firm’s
products to friends and associates. In their view, customers will continue to be loyal to a particular
firm if they feel and realize that better value is being offered. Kotler (2000) asserts that the most
important consideration to attain high customer loyalty is for firms to deliver high customer value.
He further states that it has been the practice by firms to devote much attention and effort to
attracting new customers rather than maintaining existing ones, adding that traditionally, firms
emphasize more on making sales rather than building relationships. Customer loyalty is seen as
one of the major drivers of success. This is acknowledged by Pullman and Gross (2004) who argue
that loyal customers are the key to success for many service organizations. Bowen and Shoemaker
(1998) indicate that a small increase in loyal customers can result in a considerable increase in
profitability.

A common approach to distinguish customer loyalty is consumer’s attitudinal loyalty and
behavioral loyalty (Dick and Basu, 1994; Zeithaml, 2000; Chaudhuri and Holbrook, 2001).
Behavioral loyalty is repeated transactions (or percentage of total transactions in the category, or
total expenditures in the category) and can sometimes be measured quite simply with observational
techniques. Attitudinal loyalty is sometime defined equivalently with relationship commitment
(Morgan and Hunt, 1994). Behavioral loyalty is highly prized, because it means sales. Attitudinal
loyalty is also highly prized, because as Oliver, (1997a and 1999) argues, behavioral and attitudinal
loyalty are highly intertwined, repeated purchases lead to positive affect which leads to cognitive

loyalty, high levels of involvement and intention to continue repurchase. We may consider both



affective and cognitive loyalty to be kinds of attitudinal loyalty. Strong attitudinal loyalty makes
customers more resistant to attempts by other marketers to steal them away (Gundlach et al., 1995)

and more resistant to counter — persuasion and search for alternatives (Dick & Basu, 1994).

Loyalty has both an attitudinal and behavioral dimension (Dick & Basu, 1994). Customers who
are behaviorally loyal to a firm display more favorable disposition towards the firm relative to
competitors (Leverin & Liljander, 2006). However, numerous studies such as (Aldlaigan &Bulttle,
2005; Liljander & Roos, 2002; Reinartz & Kumar, 2002) have shown that in some cases behavioral
loyalty such as repeat purchase does not necessarily represent attitudinal loyalty, since other
underlying limiting factors, such as distance and monopoly power, might serve as barriers to

customer defection.

The link between customer relationship, customer loyalty and profitability has been established
(Reichheld & Sasser, 1990). The increased profit from loyalty comes from reduced marketing
costs, increased sales and reduced operational costs (Reichheld & Sasser, 1990). Loyal customers
are less likely to switch because of price and make more purchases than non-loyal customers
(Reichheld & Sasser, 1990). Loyal customers provide strong word-of-mouth, create business
referrals, provide references, and serve on advisory boards (Raman, 1999). Raman (1999) states
that loyal customers serve as a “fantastic marketing force" by providing recommendations and
spreading positive word-of-mouth, increase sales by purchasing a wider variety of the bank’s
products, make more frequent purchases and cost less to serve, in part, because they know the

product and require less attention.

Much of the original work on customer loyalty defines loyalty from behavioral terms (repurchase
or purchase frequency), and then later admitted an attitudinal component. Ganesh et al. (2000)
found two factors in their loyalty items, active loyalty (word-of-mouth and intention to use) and
passive loyalty (not switching even under less positive conditions). Other authors have considered
loyalty as a process rather than an outcome. Oliver (1997a), for example, distinguishes among four
stages of loyalty ie., cognitive, affective, conative, and action loyalty. Clearly, loyalty is a rich

concept with many possible definitions.

Oliver’s (1997) perspective proposes that loyal customers go through four stages. First is a

cognitive sense (belief). For example, sales promotion or high quality products of a firm for first-



IME purchase consideration attracts a customer. To be loyal, the customer must consistently
confirm that his or her expectations about the goods or services are met. Second is the affective
sense (favored attitude) in which consumers are repeatedly satisfied from purchasing decisions.
Third is the conative stage that consumers have a behavioral intention- committed deeply to buy.
The intention leads to the fourth stage of action. Customers have the desire to overcome obstacles,
e.g., attraction of competitors or price increase by a firm, to achieve the actual purchase behavior
(Oliver, 1997).

Figure 1: Four-Stage Loyalty Model

| Cognitive loyalty | | Affective loyalty | Conative loyalty | Action loyalty |

1. Perceived Customer 1. Commitment Customer Loyalty
Service Quality satisfaction 2. Trust

2. Perceived Value

Y

4
A 4

Source: Oliver (1997)

2.1.2.1 Commitment and Loyalty
Crosby and Taylor (1983) suggest that the tendency to resist changing preference provides the

principle evidence of commitment. Beatty et al., (1988) define consumer commitment as the
psychological attachment to a service that develops. A customer would be able to determine that
their purchase behavior was derived from a sense of loyalty. A substantial research highlights that
commitment is an affective nature (Garbarino & Johnson, 1991; Morgan & Hunt, 1994; Sheth &
Parvatiyar, 2002).

Affective commitment reflects a customer’s sense of belonging and involvement with a service
provider akin to emotional bonding (Fullerton, 2005), while calculative commitment is the way
that the customer is forced to remain loyal against his or her desire (De Ruyter, Wetzels &
Bloemer, 1998). In calculative commitment, customer can be committed to a selling organization
because they feel that ending the relationship involves an economic to social sacrifice (Fullerton,
2005). However, although affective and continuance commitments are distinct components of

commitment, there are not necessary mutually exclusive conditions (Allen & Meyer, 1990).



From an attitudinal aspect, affective commitment involves the desire to maintain a relationship
that customer perceives to be of value (Morgan & Hunt, 1994). On the other hand, continuance
commitment is the consumer’s desire to remain in the relationship when

the switching costs are high or when to consumer perceives that other viable alternatives are scarce.
Luarn and Lin (2003) establish significant relationship between commitment and loyalty. Various
studies in the relationship marketing area have shown that these two factors seem to be crucial in
influencing one another (Anderson and Narus, 1990; Anderson and Weitz, 1992; Kumar et al.,
1995; Morgan and Hunt, 1994, Pritchard, Havitz and Howard 1999; Fullerton, 2003; Evanschitzky
et al., 2006). For example, Pritchard, Havitz and Howard (1999) found commitment to be strongly
correlated with customer loyalty. Fullerton (2003) reveals that when customer commitment is
based on shared values and identification, it has a uniformly positive impact on customer loyalty.
Several other studies confirm a significant interaction of affective commitment and continuance

commitment on loyalty (Fullerton, 2003; Evan schitzky et al., 2006).

2.1.2.2 Trust and Loyalty
Liang and Wang (2006) states in this context that trust is “the perceived level of confidence in

transaction partners’ reliability and honesty”. Trust is “the belief that a partner’s word or

promise is reliable and a party will fulfil his/her obligations in the relationship” (Schurr and
Ozanne, 1985). Trust is an important construct in relational exchange because relationships
characterized by trust are so highly valued that parties will desire to commit themselves to such
relationships (Hreinian, 1974). To support this notion, trust has been posited as a major
determinant of relationship commitment (Morgan and Hunt, 1994). Furthermore, Moorman et al.,
(1993) found that trust by marketing research users in their research providers significantly
affected user commitment to the research relationship. Creating trust in customer mind set
importance for companies because from the previous studies Trust along with commitment is an
important antecedent of loyalty (Ball et al., 2004). In order to increase the levels of trust, companies
must focus on keeping promises to their customers and consistently carry their best interest at heart
(Hocutt, 1998).

2.1.2.3 Conflict Handling and Loyalty
In interpersonal communication, conflict occurs when an individual perceives incompatibility

between his or her personal goals, needs, or desires and those of the other party. In dealing with



conflict, people use different strategies to accomplish their goals. Dwyer et.al (1987) defined
conflict handling as the ability of each supplier to avoid any potential conflict, solve that particular
conflict before they create problems and the ability to discuss the solutions openly when the
problem arises. Conflict handling requires cooperative behavior from exchange partners.
According to Evans & Beltramini (1987), in a negotiation setting, cooperative versus competitive
intentions have been found to be linked to satisfactory problem solution. In short, good conflict

resolution will result relationship quality positively.

Conflict handling is an important relationship builder. Even though it is difficult to service
industries especially in banking sector to achieve zero service failure banks put in place effective
conflict resolution or problem solving machinery. A major problem which had been resolved
satisfactorily may leave in its wake a happy and loyal customer, but maybe minor issues if not
handled carefully will result in defection. A more excellent approach, for example proactive in
planning and implementation includes, identifying potential conflict, solving conflict before they
manifest, avoiding potential conflict and blocking them. Those efforts could bring the better
relationship and loyalty to particular bank or service film (Ndubisi, 2007). Ndubisi & Wah (2005)
found a significant relationship between conflict handling and customer loyalty, indirectly through
trust and perceived relationship quality.

Customer satisfaction Customer satisfaction is defined as a customer’s overall evaluation of the
performance of an offering to date (Johnson and Fornell 1991). Historically, satisfaction has been
used to explain loyalty as behavioral intentions (e.g., the likelihood of repurchasing and
recommending). The impact of satisfaction on loyalty has been the most popular subject of studies.
Several studies have revealed that there exists a direct connection between satisfaction and loyalty:
satisfied customers become loyal and dissatisfied customers move to another vendor. (Heskett et
al. 1993).

Customer satisfaction, meanwhile, is defined as an overall positive or negative feeling about the
net value of services received from a supplier (Woodruff, 1997). Woodruff (1997) argues that
perceived value represents customer cognition of the nature of relational exchanges with their
suppliers, and satisfaction reflects customers’ overall feeling derived from the perceived value. On
the basis of the behavioral model (Fishbein & Ajzen, 1975), affect is significantly influenced by

cognition. There is also empirical evidence that customer-perceived value has a positive effect on



customer satisfaction with a supplier (E.W. Anderson & Mittal, 2000; Walter, Thilo, & Helfert,
2002).

2.1.2.4 Customer Value

Customer value is “the fundamental basis for all marketing activity” (Holbrook, 1994). And high
value is one primary motivation for customer patronage. In this regard, Sirdeshmukh, Singh, and
Sabol (2002) argue that customer value is a superordinate goal and customer loyalty is a
subordinate goal, as it is a behavioral intention. According to goal and action identity theories, a
superordinate goal is likely to regulate subordinate goals. Thus, customer value regulates
“behavioral intentions of loyalty toward the service provider as long as such relational exchanges

provide superior value” (Sirdeshmukh et al., 2002)

2.1.2.5 Information Technology system and customer loyalty

As stated earlier in this thesis, IT acts as an enabler. Information Technology (IT) has long been
recognized as an enabler to radically redesign business processes in order to achieve dramatic
improvements in organizational performance (Davenport and Short, 1990; Porter, 1987). IT assists
with the re-design of a business process by facilitating changes to work practices and establishing
innovative methods to link a company with customers, suppliers and internal stakeholders
(Hammer and Champy, 1993). CRM applications take full advantage of technology innovations
with their ability to collect and analyze data on customer patterns, interpret customer behavior,
develop predictive models, respond with timely and effective customized communications, and
deliver product and service value to individual customers. Using technology to “optimize
interactions” with customers, companies can create a 360-degree view of customers to learn from
past interactions to optimize future ones (Eckerson and Watson, 2000). In the banking industry,
technology is a major tool for competitive advantage. Branch networking is an integral part of this
phenomenon. This allows customers to access their accounts away from their branches of
domiciliation. ATMs have also made it possible for customers to interact with their banks through
the respective ATM terminals of other banks. Banks these days are able to communicate with their
customers via text messaging. The list is endless. Superior technology is therefore a great

competitive weapon in this fierce competitive arena.



2.1.3 Requirements for Successful Relationship Marketing

There appear to be a number of requirements for the successful implementation of RM programs.
First, a supportive culture is necessary for RM to flourish. Several commentators have noted that
RM represents a paradigm shift from the older, transactional way of doing business (Levitt, 1983;
Shapiro, 1991; Webster, 1992). Paradigm shifts inevitably pose threats to, and demand changes
of, existing corporate culture. RM is typified by mutual co-operation and interdependence between
customer and supplier (Sheth, 1994). Under a transactional regime, the relationship is better
characterized as 'manipulation of customers, exploiting their ignorance' (Gummesson, 1994). At
its extreme, transactional marketing reflects P.T. Barnum's contemptuous observation: "There's a
sucker born every day.' Under RM, salespeople are likely to be replaced by relationship managers;
customer retention is likely to be rewarded more highly than customer acquisition; customer
satisfaction data will receive billing equal to that of financial data in management meetings; and

the CEO will spend as much time with customers as with department heads.

These are not the priorities in exploitative marketing settings. Internal marketing is a second
prerequisite for successful RM (Gummesson, 1987; Gronroos, 1990). The goal of internal
marketing is to convert employees to the new vision of RM, to promote the development of the
new culture, to persuade them that it is sensible to buy into the new vision, and to motivate them
to develop and implement RM strategies. The internal market's expectations and needs must be
satisfied. 'Unless this is done properly, the success of the organization's operations on its ultimate,
external markets will be jeopardized' (Gronroos, 1990). If the organization is unable to meet its
employees' needs, it is likely that they will defect to other jobs before being able to build long-

lasting relationships with customers.

It is also clear that the firm must understand customer expectations. This means that there must be
a continuous flow of information into the business; continuity is required because expectations
change over time. Work by Parasuraman, Berry and Zeithaml (1991) suggests that managers do
not always have a clear understanding of customer expectations. This is a product of an inadequate
marketing information system, too many levels of management between the front line and

management, and communication difficulties.



A fourth requirement for successful RM is a sophisticated customer database which provides
information in actionable format for the development and monitoring of RM strategy and tactics.
Petrison and Wang (1993) claim that database technology is fundamental to allowing companies
to get to know their customers as individuals. An example is provided by the US retail chain,
Service Merchandise. Their point-of-sale system captures 100% of customers' identities and
transactions down to the individual SKU (stock-keeping unit) level. The database contains over 20
million records and each household record has over 100 felds of information. The company uses
these data to communicate highly focused offers to customers, and to monitor the impacts of any
RM initiatives. Relationship managers are increasingly able to use databases to track retention
rates longitudinally, conduct root-cause investigations of defections, segment their markets and
establish retention objectives.

Finally, new organizational structures and reward schemes may be required. The traditional
marketing and sales function is organized around products or geographic markets. Under the
influence of RM, organization around customers becomes more sensible. Customer, or account,
managers are better placed to build long-term relationships with clients, more deeply
understanding their expectations and constructing financial, social and structural links to the firm.
IBM, for example, has a team of customer relationship managers. The logic of RM would suggest
that the people allocated to customer acquisition should differ from those dedicated to customer
retention. Different knowledge, skills and attitudes are deployed. Through their combined efforts
these account managers should be able to acquire, migrate (from light-user to heavy-user status)
and retain customers. Companies will also need to reconsider how they reward employees. At
present, sales and marketing management is widely rewarded with a mix of basic salary and
performance-related bonus or commission. Common performance criteria include sales volume
and customer acquisition. Under the RM regime, customer managers are more likely to be

rewarded by customer profitability, account penetration and customer retention (Buttle, 1996).

2.2 Empirical Literature

Research conducted by (Majid et al., 2012) aimed to evaluate the effect of relationship quality on
lifetime value in the context of bank customer. The findings of this research show that, the studied



Banks are at a fairly good level in relationship quality and good level in customer lifetime value.
The positive effect of relationship quality on customer loyalty is also confirmed through examining
the study hypothesis and test of the model, (Arnett and Badrinarayanan, 2005) conceptualized a
relationship marketing competence as a firm’s ability to identify, develop, and manage cooperative
relationships with key customers characterized by trust, relationship commitment, conflict
handling and empathy.

Literature review shows that several studies on this topic have been carried in which each of them
have looked over the subject of relationship quality from a special insight and have examined it in
different aspects and the following are some of them. McDonnell et al., (2011) in their study
showed that the relationship quality has a positive impact on customer loyalty. Key factors related
to the relationship quality in (Wei- Ming et al., 2011) include satisfaction, trust and commitment
and customers with higher relationship quality have more loyalty to the company.

Ndubisi (2007) studied the impact of relationship marketing (RM) underpinnings namely, trust,
commitment, communication and conflict handling on the quality of firm-customer relationship as
well as the levels of contribution of these underpinnings. The findings of the study support most
of the hypothesized relationships. There is a significant positive relationship between commitment,

conflict handling and trust on relationship quality.

Study conducted by Kantsperger & Kunz, (2010) aimed to develop a conceptual model of
consumer trust in a service company, which may help in detecting different mediating effects of
trust in the customer relationship to the service company. Antecedents and consequences of trust
are studied in a business-to-consumer services context in the banking industry. Empirical data are
collected from a sample of 232 retail bank customers with checking accounts in London. The
empirical data support that “trust” dimension has a significantly greater influence on customer
loyalty (0.78) than “credibility.” (0.64). The study concluded that banks can create customer
loyalty by exhibiting trustworthy behavior, showing credibility in the transactions and enhancing

the overall level of performance. trust plays a major role in achieving customer loyalty.

Mukherjee & Nath (2007)this study aims to re-examine the commitment-trust theory (CTT) of
relationship marketing in the online retailing context. It seeks to theorize the antecedents and



consequences of commitment and trust in the online context and identify how CTT can be adapted
in a digitized business environment. Modified constructs and their measures are developed to
understand the antecedents and the outcomes of commitment and trust. Survey data from British
online customers (n=651) are used to test CTT hypotheses with structural equation modeling. The
study suggests a significant modification to the traditional CTT model in the online environment.
Privacy and security features of the website along with shared values are the key antecedents of

trust (0.68), which in turn positively influences relationship commitment.

Numerous studies indicated that trust has a significant positive relationship with customer loyalty
(Roberts et al., 2003; Rauyruen & Miller, 2007). Based on several studies reviewed earlier, the
fundamental and core component of establishing as well as maintaining a long-term relationship
with the individual or business customers is trust (Morgan & Hunt, 1994; Wong & Sohal, 2002;
Roberts et. al., 2003). In addition, trust builds up the confidence of parties that engaging in a

relationship and result in extended benefit for both parties (Roberts et al., 2003).

Chung, Shin (2010)the purpose of this study was to highlight the significance of relationship
quality factors (customer satisfaction, trust, and commitment) on positive word of mouth (WOM)
in online retailing. The relative importance of site characteristics in online retailing on customer
satisfaction was examined and the relationship among customer satisfaction, trust, and
commitment in offline was identified. This study then proposes that commitment is positively
affects WOM more than it does trust.

Ndubisi (2007)the purpose of this study was to examine the impact of relationship marketing (RM)
underpinnings namely, trust, commitment, communication and conflict handling on the quality of
firm-customer relationship as well as the levels of contribution of these underpinnings. The
findings of the study show that support most of the hypothesized relationships. Commitment is
positively affects customer loyalty more than other dimensions of relationship quality. Based on a
number of past studies conducted by various researchers, commitment is shown to have positive
impact on customer loyalty and their loyal behavior including repurchases (Morgan & Hunt, 1994;
Rauyruen & Miller, 2007).



Customer’s willingness to continue actively involved in developing and maintaining relationship
with its service provider play an essential role in influencing relationship performance (Morgan &
Hunt, 1994). It is because loyalty that customers have towards in a business relation is parallel to
their commitment they have towards their relationship with the firms (Morgan & Hunt, 1994).

Leverin, Liljander, (2006)the purpose of this study was to investigate the relationship marketing
(RM) strategy of a retail bank and examine whether — after its implementation — customer
relationships orientations (trust, conflict handling and values) were strengthened through
perceived improvements in the banking relationship and consequent loyalty towards the bank. A
survey was conducted on two profitability segments, of which the more profitable segment had
been directly exposed to a customer oriented RM strategy, whereas the less profitable segment had
been subjected to more sales oriented marketing communications. The findings show that the
relationship orientations have contributed differently in creating loyal customers, in which conflict
handling forms, values and trust from the total improvements. The study recommended that
customer satisfaction and loyalty can be created, reinforced and retained by marketing plans aimed
at building trust, demonstrating values to the services and handling conflict in a reliable efficient

way.

Research conducted by (Dawes & Massey, 2005) aims to develop and test a model of the factors
that explain the level of interpersonal conflict between marketing managers and sales managers in
which this conflict will affect the cross functional relationship. This study recommends that
behaviors of managers in solving conflicts where the speed of solving any conflict is the main
reason for effective long lasting relationship between the sales managers and the marketing from
one side and customers from the other side.

2.3 Research Hypotheses Development

Most of the previous researchers have found significant positive link between relationship
marketing & customer loyalty. As cited in the work of Ndubisi (2007), the marketing literature
has theorized key virtues that underpin relationship marketing, such as trust (Morgan and Hunt,
1994; Veloutsou et al., 2002), commitment (Grossman, 1998; Chan and Ndubisi, 2004), conflict
handling (Dwyer et al., 1987; Ndubisi and Chan, 2005), and communication or sharing of secrets



(Ndubisi and Chan, 2005; Morgan and Hunt, 1994; Crosby et al., 1990). Ndubisi (2004) has
suggested that companies should make sacrifices and worthwhile investments in building
relationships with loyal, or at least potentially loyal customers. It is argued here that the four
identified underpinnings of relationship marketing are directly linked to and are capable of

predicting customer loyalty.

As cited by Aldaihani & Ali (2019), similar relationship marketing dimensions has been studied
by different authors, such as trust, commitment & communication (Alrubaiee & Al- Nzer, 2010;
Jesri, Ahmad & Motreza, 2013; Husnain & Waheed, 2015; Gaurav, 2016), dealing with conflict
& competence (Jesri, Ahmad and Motreza, 2013; Husnain and Waheed, 2015). It has been also
argued here that the four identified relationship marketing dimensions have significant positive
influence on customer loyalty. Thus, this study identified (trust, commitment, communication &
conflict handling) as the dimensions of relationship marketing represented as follows:

Trust: The research in the field of management and marketing is concerned with the trust, because
it is very important foundation for building marketing relationships between the organization and
its customers. This type of relationship is related to many factors such as marketers, brand, and
customer trust. Moorman et al., (1993) defined trust as- the desire to rely on one partner for mutual
trust. As for Gabler et al. (2014), they defined trust as- the ability of the organization's staff to
clarify the service or product procedures provided to the customer through credibility and
professionalism. Researchers believe in trustworthy and credible promises exchanged between
others where customer feels satisfied with the service or product, and the organization achieves
the positive results (Al-Hawary & Harahsheh, 2014; Schurr and Ozzanne, 1985). Thus, the first
research proposition will be:

Hai: Trust has a significant positive effect on customers’ loyalty of CBO.

Commitment: Commitment is another important determinant of the strength of a marketing
relationship, and a useful construct for measuring the likelihood of customer loyalty and predicting
future purchase frequency (Gundlach et al., 1995; Morgan and Hunt, 1994; Dwyer et al., 1987).
The commitment results from the customer's trust in the organization, and the quality of its services

and products, and the ease of deal with. This dimension is a result of the customer's trust, good



communication relations, and excellence in competence. This makes the customer committed to
the frequent purchase of services and products from the organization. Al-Rubaiee & Al-Nazer,
(2010) define commitment as "an implicit indicator of continuity in the success of the marketing
relationship between the customer and the organization indefinitely."AlZoubi (2013) refers to the
commitment as "the belief of one of the parties of the interactive relationship that the other party
is continuing in this relationship, and that he is doing his best to survive." Huang (2006); Liang
and Chen (2008) agree that customer commitment is a desire to try to maintain a relationship with
the service provider. Commitment is a set of factors that promote this kind of relationships, as it is
a commitment based on perceived needs (Al-Hawary & Alajmi, 2017; Boehmen, 2007). The
importance of the commitment is that it ensures continuous benefit, whether in reducing or
increasing value and that the commitment leads to increased sales. In this increase, the organization
achieves increased profits. The commitment also indicates that the relationships between the
organization and the customer are strong and have a direct impact on both (Silva et al., 2010).

Thus, the second research proposition will be:
H2: Commitment has a significant positive effect on customers’ loyalty of CBO.

Communication: Communication is one of the most important means of exchanging information
about a product or service between the customer and marketers. Kotler & Keller (2009) believes
that communication is an activity based on dialogue and interaction between the customer and the
organization within the marketing process that extends from production to post. Communication
is not intended to achieve the purchase process, but aims to clarify about the quality of service or
product and the extent of customer loyalty to them. Communication refers to the ability to provide
timely information and reliable (Al-Hawary et.al, 2016; Al-Hawary & Batayneh, 2010).
Nowadays, there is a new view that considers communication as an interactive dialogue between
companies and customers that take place during the pre-sale, sale, consumption and post-
consumption phase (Ndubisi et al., 2007). The importance of communication in relationship
marketing is that it acts as an effective means of informing the customer about the product or
service provided. This process is usually persuasive so that the marketing agent gives incentives
and creates an attractive image in the customer's mind, which may lead the customer to buy and

deal with the organization that has offered the product (Shimp, 2007).



The effectiveness of communication is measured by the extent to which customer response, the
amount of interest you may obtain. The measurement and knowledge of the amount of inventory
turnover by measuring the change in demand before and after the promotional activity, measuring
the volume of sales, the amount of impact achieved by the customer to complete the purchase or
dealing with the organization, that is because his conviction in the way he communicated with the

marketing (Kotler, 1997). Thus, the third research proposition will be:
Hs: Communication has a significant positive effect on customers’ loyalty of CBO.

Conflict Handling: Dwyer et al. (1987) defined conflict handling as a supplier’s ability to avoid
potential conflicts, solve manifest conflicts before they create problems, and discuss solutions
openly when problems do arise. How well this is done will determine whether the outcome is
loyalty, “exit” or “voice”. Rusbult et al. (1988) concluded that the likelihood of these behaviors in
individual cases depends on the degree of prior satisfaction with the relationship, the magnitude
of the customer’s investment in the relationship, and an evaluation of the alternatives available.
Ndubisi and Chan (2005) found a significant relationship between conflict handling and customer
loyalty, indirectly through trust. Thus, the fifth research proposition will be:

Ha: Conflict handling has a significant positive effect on customers’ loyalty of CBO.

Information Technology System: Using technology to “optimize interactions” with customers,
companies can create a 360-degree view of customers to learn from past interactions to optimize
future ones (Eckerson and Watson, 2000). In the banking industry, technology is a major tool for
competitive advantage. Branch networking is an integral part of this phenomenon. This allows
customers to access their accounts away from their branches of domiciliation. ATMs have also
made it possible for customers to interact with their banks through the respective ATM terminals
of other banks. Banks these days are able to communicate with their customers via text messaging.
The list is endless. Superior technology is therefore a great competitive weapon in this fierce

competitive arena. Thus, the sixth research proposition will be:

Hs: Information Technology System has a significant positive mediation role in the link between
relationship marketing and customer loyalty of CBO.

2.4 Literature Gap



A study conducted by Wijekoon and Dharmadasa (2011), commitment had acted as a strong
determinant of customer loyalty in Sri Lankan banking sector. An assorted empirical study
indicates that customer relationship marketing practices can significantly lead to improvement of
commercial bank performance in respect to customer attraction, customer satisfaction, and
customer retention. The findings in Kenya and Ghana commercial banks also reveal some
measures of relationship marketing such as bonding, reciprocity, trust responsiveness and empathy

as a tool to enhance organizational performance of commercial banks ((Ndubisi, 2004).

Nevertheless, researches in the field remains questionable as the past studies reported differing
results regarding the factors of relationship marketing and the magnitude of their effects on loyalty
of customers. Mukhiddin J. et al (2012) reported that customer loyalty is influenced by empathy,
commitment, trust, perceived value, perceived service quality and conflict handling in the context
of retail banking in the northern Malaysia; while, communication and conflict handling aspects
were found to be the significant drivers of overall customer satisfaction by Mihir D. and
VineethaR. (2013), Halimi, A.B, et al (2011) stated that personalization and communication had
highly influence customer satisfaction and customer loyalty.

Thus, the bank needs to understand the effect of relationship marketing dimensions because such
insight will help them to make sound decisions that will increase customer loyalty towards the
Bank (CBO, 2021).

2.5 Conceptual Framework of the Study

The procedure for conducting a structural equation modeling analysis using a software tool is
explained using a model of customer loyalty of the customers and its link with relationship marketing
practices of the company. Ndubisi (2004) has suggested that companies should make sacrifices and
worthwhile investments in building relationships with loyal, or at least potentially loyal customers.
It is argued here that the four identified underpinnings of relationship marketing are directly linked
to and are capable of predicting customer loyalty. Kantsperger & Kunz, (2010) aimed to develop a
conceptual model of consumer trust in a service company, which may help in detecting different

mediating effects of trust in the customer relationship to the service company.



Figure 2 shows the intention of the problem and its causes as well. In this model, customer loyalty
is dependent on market relationship influencing factors of trust, commitment, conflict handling
Information Technology System and communication. To investigate the relationship (effect)
between independent and dependent variables, they will be used as determinant variables. Based on
the overall review of related literatures, the following conceptual framework in which this specific

study is governed is developed.

Independent variables dependent variable

Conflict Handling

Commitment

|

Customer loyalty

Information
Technology System

Communication

Trust

Figure 2: Conceptual Framework of the Study
Source: Adopted from (Rauyruen & Miller, 2007)

CHAPTER THREE

RESEARCH METHODOLOGY

This section discussed the relevant methodological procedures that were used in data collection
and analysis. It described the research design, target population, sample size and sampling
procedure, research instruments, pilot testing, validity, reliability, methods of data collection,

operational definition of variables and the methods of data analysis.



3.1 Research Approach

The Research approach implies that research is guided by the rules of logical reasoning and the
logical process of induction and deduction in carrying out research. So, there are two types of
approaches in any research work: deduction and induction (Gujarati, 2004). These two approaches
outline the nature of the relationship that exists between theory and research practices. The
deductive approach involves moving from the general that is theoretical position to the specific
inquiry to the research. This approach states the relationship between theory and research that
focus on the testing of theories (Tibebe, 2012). The inductive approach starts from the observations
to develop a theory or the process of reasoning from a part to the whole (Kothari, 2004). According
to the deductive approach, researchers deduce their studies, and hypotheses based on known
theories, translate them into operational terms and test them in empirical ways by using statistical
methods.

This study used a quantitative research approach which allows gathering numerical data,
measuring variables, predicting and using statistical procedures to analyze and develop inferences
(Gujarati, 2012).

3.2 Research Design

A research design is the frame work of the study and is the basic plan that guides the researchers
for the type of information to be collected data and analysis phases of the research project (Kumar,
2005). The most common research designs are descriptive and exploratory design. Describing the
existing situation under the study is related with descriptive whereas explaining, understanding
and Cause-effect relationship to examine the factors that determine the customer loyalty (Dawit
and Adem, 2018).

According to Rajab (2018), a descriptive survey is feasible when the population is small and
variable hence the researcher is able to cover all the elements of the population. Thus from the
nature of study and the amount of population, the research design that will be implemented is more
explanatory research.

According to Benjamin (2012) explanatory research involves collecting data in order to test

hypotheses or answer research objectives concerning the current status of the subject of the study.



This helps to establish the relationship between variables that are dimensions of relationship
marketing on customer loyal.

Therefore, this study used descriptive and explanatory research design in order to establish the
relationship between variables that are dimensions of relationship marketing on customer loyalty.

3.3. Population of the Study

The Population is all people or items with the characteristics that one wishes to investigate
(Creswell, 2009). Consequently, the researcher conducts in Cooperative Bank of Oromia and the
target populations of this specific study includes customers of the Cooperative Bank of Oromia in
Bahir-Dar City branches. They have a better understanding than the others in the study area. It is
obvious that information from a sample of experts is more credible than a sample that includes

both experts and non-experts (Bhattacherjee, 2012).

To manage the study properly as the result of time and budget constraints and it is difficult to study
all customers in the study area. The study has taken users of the Cooperative Bank of Oromia in

Bahir-Dar City branches.

3.4. Sampling Technique

According to Zikmund, (2003), he defined a sample as a systematic selection of items from a target
population for fairly representative of the population which is the subset of it. The perception of
sampling can be described by choosing specific of the fundamentals in a population; conclusions
can be drawn from the total population. The main idea of sampling is that by selecting a few
elements from a population, conclusions can be drawn about the entire population.

The populations of the study are users who are customers of Cooperative Bank of Oromia in Bahir-
Dar City branches. The specific number of this population is unknown. A representative sample
size might be taken from the population using the formula. The main reason to use simple random
sampling technique is to give equal chance of the respondents and to be free from biasness of
selecting them under the study. Thus, each respondent was selected using simple random sampling

method.

3.5. Sample Size Determination



Even though there is no universal rule, the sample size commonly depends on the population to be
tested. The main idea of taking sampling is that by choosing some of the elements in a population,
inferences can be drawn about the entire population. Dawson (2009), the existing sample size in
this research depends on the nature of the population and the purpose of the investigation.

To sum up, relational distribution to make the sample representative of the entire population under
consideration from various corners of the city under consumer cooperatives is considered. The
sample size was determined by the standard sample size formula Burns and Bush (2014)The
expected variability will be (p = 50%, q = 50%) at the 95% level of confidence (z = 1.96) and at

acceptable margin of sample error, e £5%.

n= Z2(pa)
e 2
Where:

where n = the sample size
z = standard error associated with the chosen level of confidence (typically, 1.96)
p = estimated percent in the population

g =100 — p e = acceptable margin of sample error

n= Z2(pq) = (1.96) 2 (0.5*0.5) = 384
e? (.05)2

As a result, the total sample size that was selected from the population is about 384. Hence, the

totals of 384 customers are taken to represent the population under the study.

3.6. Data Type and Sources

In order to achieve the objective of the study, the investigator used primary data to draw conclusion
about generalizing the result from a sample of responses to the entire population (Creswell, 2009).
Therefore, primary data was collected mainly from respondents using self-administered close
ended structured questionnaires. To find out consistent responses from the respondents, the
investigator was employed field survey- research to collect the data. The questionnaires were

distributed to customers (users) of Cooperative Bank of Oromia in Bahir-Dar City branches. The



Primary data was collected through self-administered five point Likert-scale (Likert, 1932)

questionnaires filled by the existing customers of CBO located in Bahir-Dar City branches.

3.7. Data Collection Procedures

3.7.1 Questionnaires

The researcher preferred questionnaire as the main data gathering instrument because it is easier
to handle and simpler for respondents to answer within short period of time. Questionnaire is the
most widely used type of instrument in educational research (Creswell, 2009). The questionnaire
was containing closed-ended items using the five point Likert scales rate ranging from 5= strongly

agree, 4=Agree, 3= Neutral, 2= Disagree, 1 = strongly disagree.

The main reason why the same item of questionnaire was prepared and disturbed customers
(users) of Cooperative Bank of Oromia in Bahir-Dar City branches cross-check the information
that was gathered from the respondents and it also helps how much the respondents share and

understand the problem.

3.8 Data Collection Instruments and Variables of the Study

The data collection instrument which was used in this study is a close-ended five Point Likert-
scale questionnaires to determine the perception of customers towards the Bank’s customer
relationship marketing practices. The questionnaire consisted of two parts. The first part is the
demographic profile which helps the researcher to identify the participants’ gender, age,
educational background, monthly income, occupation and length of customer relationship with the
Bank.

The second part consisted of main items which help the researcher to investigate each determinant
factor that reflects the perception level of customers towards the Bank’s relationship marketing
practices and their level of loyalty to the Bank.

The independent variables of the study are relationship marketing dimensions. These variables
have four scopes which are explanatory (conflict handling, trust, commitment, and
communication). Accordingly, to measure the complete representation of independent variables,
the researcher employs by preparing and adopting from Liang & Wang (2008); Dithan (2011);
Erenkol and Duygun (2010) ; and Tong & Hawley, 2009),and the mediating variable of IT



infrastructure adopting from Anabila et al., (2012) using the five point Likert scales rate ranging
from 5= strongly agrees, 4=Agree, 3= Neutral, 2= Disagree, 1 = strongly disagree.

The dependent variable of the study is customer loyalty. To measure the dependent variable of this
study, the study prepares by adopting from Ranade (2012) using the five point Likert scales rate
ranging from 5= strongly agree, 4=Agree, 3= Neutral, 2= Disagree, 1 = strongly disagree. Thus,
the respondents are requested to select their own choice of the five point Likert scale alternatives

in order to specify their level of agreement or disagreement on each statement.

3.9. Methods of Data Analysis Techniques

To achieve the objective of the study, the study mainly concentrates on quantitative analysis.
Hence, the researcher uses the Ordinary Least Square (OLS) model to identify and measure effects
of relationship marketing dimensions on customer loyalty in customers of Cooperative Bank of
Oromia and used Ordinary Least Square (OLS) method using Statistical Package for Social
Sciences (SPSS) software version 22.for the study. According to Brooks (2008) multiple
regressions is concerned with describing and evaluating the relationship between a given variable
(usually called the dependent variable) and one or more other variables (usually known as the
independent variables.

Thus, the study adopts multiple regressions using Ordinary Least Square (OLS) model to examine
effects of relationship marketing dimensions on customer loyalty in Cooperative Bank of Oromia.
Therefore, the collected data was analyzed using descriptive statistics, correlations and multiple

linear regression analysis (Brooks, 2008).

3.10 Model Specification
To investigate the effects of relationship marketing dimensions on customer loyalty in customers

of Cooperative Bank of Oromia following general Ordinary Least Square (OLS) regression model
was used:

CULTY=a+ B 1(TRST) + B 2(COMT) + B3 (COMN)+ B4 (ITS)+ B5 (COFH)+e

Where:

CULTY = customer loyalty

TRST = Trust,

COMT= Commitment



COMN= Communication

ITS= Information Technology system

COFH = Conflict Handling

e = error term

Also a is an intercept and [ is the parameter of explanatory variable and it measures by what
amount the dependent variable increases or decreases when the specific explanatory variables

increases or decreases by a unit.

3.11 Validity and Reliability Test
In order to reduce the possibility of getting the answer wrong, attention needs to pay to two

particular on research design: reliability and validity (Saunders et. al., 2003).

3.11.1. Validity

Validity is defined as the extent to which data collection method or methods accurately measure
what they were intended to measure (Saunders et. al., 2003). Cooper and Schindler (2003)
believe that validity refers to the extent to which a test measures what we actually wish to
measure. There are two major forms: external and internal validity. The external validity of
research findings refers to the data’s ability generalized across persons, settings, and times.
Internal validity is the ability of a research instrument to measure what proposed to measure
(Cooper & Schindler, 2003).

Numbers of different steps was taken to ensure the validity of this study: Data was collected from
the reliable sources, from respondents who are well experienced in work experience in the
company; Survey questionnaire made adaptation of previous studies and with some modification
based on literature review and frame of reference; Questionnaires were pre-tested by self-
administer to the selected 40 respondents before starting the survey. Then, the researcher reviews
and where necessary modifications was made, such as clarity, order, edit repetitive questions, and

avoid irrelevance questions.

3.11.2. Reliability

Reliability refers to the degree to which data collection method or methods yield consistent
findings, similar observations would be made or conclusions reached by other researchers or there

is transparency in how sense was made from the raw data (Saunders et, al., 2003), and Cooper and



Schindler (2003) have defined reliability as many things to many people, but in most contexts, the
notion of consistency emerges. A measure is reliable to the degree that it supplies consistent
results. Internal reliability measured using Cronbach’s alpha. Cronbach’s alpha coefficient varies
from 0 to 1 with 1 indicating perfect reliability and 0 no internal reliability (Bryman& Bell, 2003).

The researcher uses most frequently practical estimate of a different item scale’s reliability, which
represents the standard of all possible split-half reliabilities for a construct. It is proposed the
coefficient Alpha (called Cronbach Alpha Value) that indicates the higher coefficients, the better
measuring instrument on which its value ranges from O to 1, nevertheless, a satisfactory value

should be higher than 0.7 on the scale to be reliable or acceptable(Cronbach, 1951).

According to table 1 below, the minimum coefficient of Cronbach Alpha value is 0.756 and the
maximum is 0. 849 for each variant of the test. The average all over the coefficient of Cronbach
Alpha value of all items is 0. 769 which is good and acceptable. The result shows that having -
rationally high alphas suggested that the measurement of independent and dependent variables is

generally reliable.

Table 1 Summery of reliability Test

Items No. of | No. of | Cronbanch’s alpha
Items samples

Commitment 4 40 .802

Trust 5 40 .7166
Communication 4 40 .805

Conflict Handling 4 40 .849

Information Technology | 5 40 77

system

customer loyalty 6 40 .7156

Source: Field survey, 2023



3.12. Ethical Considerations
There are certain ethical protocols that was followed by the researcher. The first might be asking

explicit consent from the respondents. This ensures that their participation to the study is not out
of their own desire. The researcher might ensure that the respondents are aware of the objectives
of the research and their contribution to its completion. One other ethical measure which was
exercised by the researcher is treating the respondents with respect and courtesy. Following the
above ethical considerations, the researcher might motivate and initiate the respondents to be at
ease and more likely to give honest responses to the items of the questionnaire. There are also
other ethical measures to be taken in the data analysis. To ensure the integrity of the data, the
researcher might check the accuracy of encoding for the survey responses. This might be carried

out to ensure that the statistics generated from the study would be truthful and verifiable.

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

In this chapter, the data was presented and discussed to address the research questions and
objectives. Respondents background information, descriptive statistics analysis, Pearson

correlation analysis, multiple regression analysis were discussed based on the subsequent results.

4.2. Response Rate
The survey questionnaires containing 32 items were distributed for respondents to get the relevant

data for the study. Among the total 384 distributed questionnaires, 344 were properly filled and
returned and used for analysis purpose which accounted 89.58 % response rate, but the remaining

40 questionnaires were not returned which accounted only 10.42 %.



Table 2 Response Rate of Respondents

No. Items Total Percent
1 |Distributed Questionnaires 384 100
2 | Collected Questionnaires 344 89.58
3 | Remain uncollected 40 10.42

Source: Field survey, 2023

4.3. Background Information of Respondents
The background information in this study includes Gender, age, and education level of the

respondents under the study.

Table 3 Background Information of Respondents

Characteristics Items Frequency | Percent
Male 266 77.3
Gender Female 78 297
Total 344 100.00
Age 18- 25 years 143 41.6
26- 35 years 126 36.6
36- 48 years 53 154
Above 48 years 22 6.4
Total 344 100.00
) primary education 98 28.5
Education Level secondary education 75 21.8
Diploma 142 41.3
degree and Above 29 8.4
Total 344 100.00




< 1500 birr 151 439
Monthly Income 1501-3000 birr 80 23.3
3001-5000 birr 70 20.3
> 5000 birr 43 125
Total 344 100.00

Source — field survey 2023

According to table 3 above, 77.3 % are males, whereas 22.7 % of respondents are females, which
is evident that the representation of the male is higher than the female in this study.

As indicated from the above table 3, generally the greater percentage of the respondents 41.6 %,
fall within the age bracket of 18-25 years of age, 36.6% are between 26-35 years, 15.4 % are within
36-48 years, and the remaining 6.4 % are above 48 years old.

The above table 3 shows that (28.5%) from the total respondents of 344 are primary education
completed, the majority (41.3%) are diploma holders, (21.8%) are secondary education and the

remaining 8.4% are first degree and above.

As indicated in the above table 3, the majority of the respondent (43.9%) earn monthly income <
1500 birr , from the total respondents of 344, (23.3%) earn monthly income from 1501-3000
birr , (20.3%) also earn monthly income from 3001-5000 birr ,and the remaining (12.5%) earn
monthly income > 5000 birr.

4.2 Descriptive analysis of variables under the study

The descriptive statistics were used to describe the basic features of the data collected from
respondents. The frequency distributions were provided for characteristics of respondents and

characteristics of the businesses using frequency count and mean (standard deviation).

The study dedicated on interpreting the value of the mean and standard deviation in line with the
general concepts. The mean score is the simple average of all values in a given distribution. A low
score of mean indicates disagreement of responses and a high score of mean represents agreement

of responses.



The standard deviation indicates the distribution of observations around the mean and represents
the degree of consistency and similarity among respondents’ responses. The mean score is
formulated and evaluated in the following way according to (Field, 2009). The mean score below
2.5 is considered as low, the mean score from 2.5 -2.99 is considered as moderate and the mean

score above 3.00 is considered as high.

Table 4 Descriptive Statistics

Variables N Mean Std.
Deviation

Commitment 344 4.14 496
Trust 344 3.94 .625
Communication 344 3.81 .980
Conflict Handling 344 3.88 .685
Information Technology system 344 3.84 881
customer loyalty 344 3.89 796

Source — Researcher’s Computation through SPSS 2023

The above table 4 shows the means and standard deviations of determinant factors of commitment,
trust, communication, conflict handling and information technology system which influence

customer loyalty rated by respondents.

The researcher used the five-point Likert’s scales rate ranging from 5= strongly agree, 4=Agree,
3= Neutral, 2= Disagree, 1 = strongly disagree. We can assume that agreement with positively-
worded items performed and disagreement with negatively -worded items performed.

The above table 4 indicates that the mean score and standard deviation (M=4.14, SD =.496) for
commitment is high which is above 3.0 and there is low variation in standard deviation result as
stated by (Field, 2009).

As shown in the above table 4, the responses of respondents for trust with the mean score 3.94 is
high and according to Field (2009) as explained above notification and the standard deviation is

.625 which indicates the variation of respondents’ response for trust is low.



The above table 4 presents that the entire mean score of communication 3.81 is high which is
above the average and the standard deviation is .980 that indicates the variation of respondents’

response for communication is low.

The above table 4 indicates the mean score and standard deviation (M=3.88, SD =.685) for conflict
handling is high which is above 3.0 and there is low variation in standard deviation result.

As shown in the above table 6 the responses of respondents for information technology with the
mean score 3.84 above the average and it is high according to Field (2009) as explained above
notification and the standard deviation is .881 which indicates the variation of respondents

response for continuous improvement is low.

Table 4 shows that the mean score and standard deviation of customer loyalty is 3.89 and .726
respectively. According to Field (2009) as explained above, the mean result is high which is above
the 3.0 and the standard deviation is also shown low variation of responses. This result indicates

that on average, the respondents are approaching to agree to the customer loyalty.

Table 5 One-Sample Test

Variables Test Value =34

T Df Sig. (2-|Mean 95% Confidence Interval of

tailed) Difference the Difference
Lower Upper

Commitment 27.900 343 .000 74753 6948 .8002
Trust 16.182 343 .000 54535 4791 6116
Communication 7.819 343 000 41323 3093 5172
Conflict Handling 13.165 343 000 48663 4139 5593
Information ~ Technology
ystemn 9.306 343 .000 44186 3485 5353
customer loyalty 12.474 343 000 48808 4111 5650




Source — Researcher’s Computation through SPSS 2023

Table 5 above indicates that the mean difference of test value in one sample test of the dependent

variable customer loyalty and the independent variables of commitment, trust, communication,

conflict handling and information technology system which influence are all positive which means

the independent variables can influence the customer loyalty. Positive result shows that the

independent variables under the study have positive effect on the dependent variable of customer

loyalty. The finding is similar with the previous study of Lo Liang Khen et.al (2010) ; and Nguyen

& Leblanc (2001).

4.4 Overall customer loyalty Level

As shown in table 6 below, these items were to assess overall relationship marketing on customer

loyalty in Cooperative Bank of Oromia.

Table 6 overall customer loyalty Level
Items 1(S.Dis- 2(Disagr | 3(Undecid | 4(Agree) | 5(S. agree) | Mea | Std.
agree) ee) ed) n Deviat
ion
F |% |F |% |F |% F | % |F %
| always recommend the bank to
someone who seeks my advice. 131382 | 94| 273 62 18 | 40| 11.6 | 17.2 5| 3.81 740
| do not like to change to another
bank because | value the bank. 81 | 235 97 | 28.1 57 16.5 65 19 | 42.65 12.4 3.58 .858
The bank first comes to my mind
when making purchases decision on 405 | 1054
bank services than other banks 111 | 32.4 | 103 | 29.8 73 21.3 43 | 12.4 | 14.10 4.1




| am satisfied with being a client of

I will stay with the bank since it

provides different rewards to 383 | 1044

motivate its customers 95 | 27.6 | 120 | 34.9 50 14.6 43 | 12.4 | 36.12 10.5

| promised to positive word of mouth

witnesses to others about the bank

confidently 84 | 243|107 |312| 46| 134 | 54 |156| 53| 155 | 396 | 1115
The Average Mean and Standard Deviation 3.89 726

Source — field survey 2023

Six items were used to understand the level of customer loyalty. As indicated from table 6 above,

the majority of 65.5 % of the respondents did not believe that the bank first comes to their mind

when making purchases decision on bank services. While about 51.6% of respondents did not

agree that they do like to change to another bank because they value the bank. In addition, 62.2 %

of respondents disagreed that they would always recommend the bank to someone who seeks their

advice.

The above table 6 indicates that 58 % of the respondents did not satisfy with being a client of this

service center due to its service. In the same way, 62.5 % of the respondents disagreed that they

have positive word of mouth witnesses to other about the bank confidently. Thus, we can

understand that level of customer loyalty with service provided by Cooperative Bank of Oromia

Bahir dar District is low.

4.5 Inferential analysis of continuous variables

4.5.1. Testing assumptions of multiple linear regression

In order to accept the regression results, most common assumptions such as multicolinearity

problem, linearity and normality assumptions should be considered and fulfilled. For this reason,

the following tests were conducted to check whether the assumptions of multiple linear regressions

were violated or not.




4.5.1.1 Test of Multicollinearity

Table 7 Multicollineality Test

Independent variables Collinearity Statistics
Tolerance VIF
Commitment 917 1.091
Trust 979 1.022
Communication 293 3.418
Conflict Handling 176 5.674
Information Technology system 129 7.739

Source: own survey 2023

Among the assumptions of multiple linear regression is that the independent variables should not
have very high association or correlation. When the independent variables are highly correlated, it
is regarded as a problem in the model and this problem is called multi collinearity. Gujarati and
porter (2010) stated that the existence of multi collinearity can be diagnosed by analyzing the
values of tolerance and Variance Inflation Factors (VIF). A tolerance of < 0.10 and/or a VIF >10
indicates a multicollinearity problem. As indicated in table 9 above, the result from regression
analysis of this current study showed that the value of VIF and tolerance is 1.022 to 7.739 and
0.129 to 0.979 respectively indicating that there is no multi collineality problem in the regression
model used for this study. Because, Variance Inflation Factors (VIF) and tolerance all fall within
the acceptance range (VIF = 1 - 10, or tolerance = 0.1 — 1.0). The information about the

multicollinearity analysis is displayed in table 7 above.
4.5.1.2 Test of Normality

The distribution of scores on the dependent variable should be "normal* describing a symmetrical,
bell-shaped curve, having the greatest frequency of scores around the mean, with smaller
frequencies towards the extremes. In order to test normality of the data, observation on the shape
of the histogram, was checked using SPSS and the result indicates that data used in the study is

normally distributed as indicated in figure 2 below.
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Figure 3 Normality Test
Source — Field Survey 2023

4.5.1.3 Test of linearity
Linearity assumption of multiple linear regressions was tested using P-P plot test and it was

found that there is linear relationship between independent and dependent variables. The
linearity result depicted the distribution of data is in line with predicted value with near to the

mean zero as indicated in figure 3 below.
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Figure 4 Linearity Test
Source — Field Survey 2023

4.5.2 Pearson's Correlation Analyses

The researcher used Pearson correlation analysis to find out whether each pair of variables
including commitment, trust, communication, and conflict handling and information technology
system is correlated. Correlation (r) is a parametric technique which gives a measure of the strength
of association between any two variables. Cohen (1992) has suggested the following guidelines: r
=0.10 to 0.29 is weak relationship; r = 0.30 to 0.49 is medium correlation and r = 0.50 to 1.0 is

strong relationship among variables.

The results of correlation in this study confirmed that all pair of variables are correlated at 1% and
at 5% significance level ranging from r = 0.274 to 0.693 as shown in table 8 below. The
correlation coefficient for each variables in relation to the customer loyalty indicated that:
Commitment (r =.331, p<0.01); Trust (r =. 274, p<0.01); communication (r =.671, p< 0.01);
conflict handling (r = .669, p<0.01) and Information Technology system (r =.693, p<0.01). This
indicated that there is strong positive correlation between the three independent variables of
communication, conflict handling and Information Technology system with the dependent

variable of customer loyalty. There is moderate and positive correlation between Commitment



and customer loyalty and there is weak relationship trust and the single dependent variable of

customer loyalty.

Table 8 Correlation analysis

Variables Commitment [Trust |Communication [Conflict |Information customer
Handling [Technology system | loyalty

Commitment 1

Trust 169* 1

Communication .261** 344%** 1

Conflict Handling 290™ 403 765™ 1

Information

Technology system .200 379 .835 .906 1

customer loyalty | gqqee | o7pv | g71% 669" 693" 1

N 344 344 344 344 344 344

*rand* 194 and at 5% significant level respectively

Source: own survey 2023

4.5.3. Analysis of Regression Results

To estimate how well the independent variables predicted/explained the single outcome dependent

variable, standard multiple linear regression analysis was conducted. Ordinary Least Square was

used to determine whether the five independent variables, which are commitment, trust,

communication, and conflict handling and information technology system, have significant effect

toward customer loyalty under the study. Then to analyze the effect of the independent variables

and isolate the most dominant variable is proved by comparing the regression coefficient value of

each significant independent variable, in which the biggest coefficient is considered to be the

variable which influences dominantly. The researcher has developed regression equations to see

the effect of each of the five independent variables and to isolate which variable has dominant

effect on the customer loyalty.




Table 9 Model Summary

Model R R Square |Adjusted |Std. Error of [Change Statistics Durbin-
R Square the Estimate : Watson
R Square |F Change [dfl [df2 Sig. F
Change Change
1 742 598 592 46329 598| 100.726| 5| 338 .000| 1.843

a. Predictors: (Constant), COMT, TRST, COMN, COFH, ITS

b.

Dependent Variable: CULTY
Source — Field Survey 2023

The summary table produced an adjusted R-square value of 0.592 suggesting that among the five
variables considered, the five independent variables which include commitment, trust,
communication, and conflict handling and information technology system, were able to explain
59.2 % variations in customer loyalty. The remaining 40.8 % of the variance is explained by other

variables not included in this study.

Table 10 Analysis of variance (ANOVA)

Model Sum of Df Mean F Sig.
Squares Square
Regression 108.098 5 21.620| 100.726 .000°
1 Residual 72.547 338 215
Total 180.645 343

a. Predictors: (Constant), COMT, TRST, COMN, COFH, ITS
b. Dependent Variable: CULTY
Source — Field Survey 2023

The overall model explained 59.2 % of variance in customer loyalty shows that the overall effect
is statistically significant, F (5,338) = 100.726, p < .01, or that the variables have a significant
combined effect on the dependent variable. The above table 10 further shows that, all the
explanatory variables included in this study can significantly explain at 99% confidence level to

the variation on the dependent variable.

Table 11 Regression coefficient

Model Standardized t

Coefficients

Unstandardized
Coefficients

Sig.




B Std. Error Beta

(Constant) 588 287 2.053 041
Commitment 379 .053 201 5.311 .000
Trust 477 .040 338 6.842 .000
1 [Communication 392 047 359|  4.064 .000
Conflict Handling 143 .087 135 1.643 101
Information Technology
245 .079 297| 3.096 .002
system

b. Dependent Variable: CULTY
Source — Field Survey 2023

A further assessment on the regression coefficients of individual predictor variables (factors)
revealed that the standardized coefficients of commitment (Beta = 0.291, p < 0.01); Trust (Beta =
0.338, p < 0.01 ); communication (Beta = 0.359, p <.01) and Information Technology system
(Beta=0.297, p <0.05) are significant predictors . This finding revealed that they have significant
positive effect on customer loyalty in Cooperative Bank of Oromia. In this study, Conflict
Handling (Beta =0.135, p > 05) factor was found to be insignificant in affecting customer loyalty.
Among the four significant variables, Information Technology system and Communication take

the dominant figure to determine the customer loyalty as compared to other variables considered.

In general, table 11 above indicates commitment, trust, communication, and information
technology system have a significant influence on customer loyalty at 95% confidence level.
Conversely, Conflict Handling has no significant influence on customer loyalty under the study.

The resulting predictive equation from our regression model using unstandardized coefficient is:
Predicted customer loyalty (Y)= .735 + 0.191 (commitmen)+ 0.238 (Trust) + 0.259

(Communication) + 0 .297 (Information Technology system) .

4.5.4. Hypothesis testing and Discussion

Based on the result of multiple linear regressions, the researcher has proved their statistical

significance and decided on accepting and rejecting the already developed hypothesis. Entirely,



there were 5 hypotheses developed to statistically test the relationship between each factor and the

overall combined effect and the hypothesis testing result was stated as follows.

Hypothesis 1: Commitment has statistically significant and positive effect on customer

loyalty in Cooperative Bank of Oromia

This hypothesis has been tested at 95% significance level and found to be significant (p-value =
0.000 < 0.05) as shown in table 13 above. This indicates that Commitment has a significant positive
relationship with customer loyalty under the study. Due to this fact, the null hypothesis was
rejected and the alternative hypothesis was accepted. The finding is consistent with the result
obtained by Bekele,(2011); and Yimam (2018). This result contradicts with previous finding of
Boehmen (2007).

Hypothesis 2: Trust has statistically significant and positive effect customer loyalty in
Cooperative Bank of Oromia

It was tested at 99% significance level and found to be significant (p-value = 0.000 < 0.05) as
shown in table 13 above. This shows that Trust has a significant positive relationship with
customer loyalty. Therefore, the null hypothesis was rejected and the alternative hypothesis was
accepted. The finding supports the previous finding of Thakkar(2020); and Mulat (2019). The
finding of this study contradicts with the study of Yimam (2018).

Hypothesis 3: Communication has statistically significant positive effect on customer loyalty
in Cooperative Bank of Oromia

This hypothesis has been tested at 99% significance level and found to be significant (p-value =
0.000 < 0.05) as shown in table 13 above. This indicates that communication has a significant and
positive relationship with customer loyalty under the study. Due to this fact, the null hypothesis
was rejected and the alternative hypothesis was accepted. The finding is consistent with the result
obtained by Zoubi, et al.(2013) and Kunal (2016). This result contradicts with previous finding of
Desta (2014).

Hypothesis 4: Information Technology system has statistically significant positive effect on

customer loyalty in Cooperative Bank of Oromia



It was tested at 95% significance level and found to be significant (p-value = 0.002 < 0.05) as

shown in table 13 above. This shows that Information Technology system has a significant and
positive relationship with customer loyalty. Therefore, the null hypothesis was rejected and the
alternative hypothesis was accepted. The finding supports the previous finding of Kebede (2015).
The finding of this study contradicts with the study of Thakkar (2020).



CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
5.1 Summary

The main objective of the research is to investigate the effect of relationship marketing on customer
loyalty in the Cooperative Bank of Oromia. The researcher used a quantitative approach with an
explanatory research design. The sample size was 384 respondents using a simple random
sampling technique. The instrument of data collection was primarily structured as close ended
survey questionnaires using the five point likert scales. To achieve the research objectives, the
researcher settled on five hypotheses. Multiple regression models were used to test these
hypotheses.

According to this study, the majority of 65.5 % of the respondents did not believe that the bank
first comes to their mind when making purchases decision on bank services. While about 51.6%
of respondents did not agree that they do like to change to another bank because they value the
bank. In addition, 62.2 % of respondents disagreed that they would always recommend the bank
to someone who seeks their advice. The study indicates that 58 % of the respondents did not satisfy
with being a client of this service center due to its service. In the same way, 62.5 % of the
respondents disagreed that they have positive word of mouth witnesses to other about the bank
confidently. Thus, we can understand that level of customer loyalty to service provided by
Cooperative Bank of Oromia Bahir-Dar City branches is low.

The correlation coefficient for each variables in relation to the customer loyalty indicated that:
Commitment ( r =.431, p<0.01); Trust ( r =. 374, p<0.01); communication (r =.671, p< 0.01);
conflict handling (r = .669, p<0.01) and Information Technology system (r =.693, p<0.01). This
indicated that there is strong positive correlation between the three independent variables of
communication, conflict handling and Information Technology system with the dependent
variable of customer loyalty. There is a moderate and positive correlation between Commitment
and customer loyalty and there is a weak relationship trust and the single dependent variable of

customer loyalty.

The finding shows that an adjusted R-square value of 0.592 suggesting that among the five



variables considered, the five independent variables which include commitment, trust,
communication, and conflict handling and information technology system, were able to explain
59.2 % variations in customer loyalty. The remaining 40.8 % of the variance is explained by other
variables not included in this study.

The overall model explained 59.2 % of variance in customer loyalty shows that the overall effect
is statistically significant, F (5,338) = 100.726, p < .01, that the variables have a significant

combined effect on the dependent variable.

The finding of the study indicates commitment, trust, communication, and information technology
system have a significant influence on customer loyalty at a 95% confidence level. Conversely,
Conflict Handling has no significant influence on customer loyalty under the study.

5.2 Conclusions
To achieve the research objectives, the researcher developed five hypotheses. Pearson correlation

and multiple regression models were used to test these hypotheses. Descriptive statistics,
correlation and regression analysis were used to get the major findings. As the result of the analysis
and summary, the following findings are concluded as follows.

According to this finding, the customers perceived loyalty was poor in all dimensions,
meaning their expectations is higher than their experience in Cooperative Bank of Oromia.

In this regard, customers are not satisfied with any factors of customers loyalty.

The correlation coefficient for each factor indicated that there is strong positive correlation
between the three independent variables of communication, conflict handling and
Information Technology system with the dependent variable of customer loyalty. There is
moderate and positive correlation between Commitment and customer loyalty and there is

weak relationship trust and the single dependent variable of customer loyalty.

The findings of regression coefficients of the four independent variables (commitment,
trust, communication, and information technology system) are significant predictors at
95% confidence level. This finding revealed that these four independent variables have
significant positive effect on customer loyalty in Cooperative Bank of Oromia. But, one

independent variable conflict handling was found to be insignificant in affecting



customers’ loyalty in the study; because it was not significant at less than 0.05 alpha values.
Among the four significant variables, information technology system and communication,
take the dominant figure to determine the customer loyalty as compared to other variables
considered. Because their Beta coefficients are greater than other predictors.

5.3 Recommendations

Based on this finding, the researcher suggested the following recommendations are proposed to
investigate the effect of relationship marketing on customer loyalty at Cooperative Bank of

Oromia.

Based on the findings of this study commitment and communication of the banks
significantly affects customer loyalty. For that reason, it is recommended that the bank
should attach more importance in creating and developing customer relationship of
communication, show commitment and apply effective decision making in order to be a

winner in the competitive field in gaining the loyalty of customers.

The Cooperative Bank of Oromia should attempt to gain customers’ trust. The ways in
which this can be achieved include, giving and keeping promises to customers, showing
concern for the reliability of the rental services, providing quality services, showing respect
to customers through front-line staff, fulfilling obligations, and acting to build customers’

confidence in the company and its services.

It is recommended that the bank should deliver necessary information on time through
various media at the time of supplying new services. The management of the bank should
provide and distribute customers’ guide booklets to support customers with relevant and

reliable information.

The management of the bank should realize that relationship marketing plays a major role
in influencing customer loyalty, therefore that they should emphasize on improving

relationship marketing strategies to influence customer loyalty positively.
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Appendix 1: Questionnaire

Bahir Dar University
College of Business and Economics

Department of Marketing Management

Dear Respondents:

I would like to express my earnest appreciation for your generous time, honest and prompt
response. This thesis entitled “The effect of Relationship Marketing and Customer Loyalty in
Cooperative Bank of Oromia Bahir dar City Branches.” | am currently a master of Marketing
Management student at Bahir Dar University.

As a result, the effectiveness of the research is highly dependent on your contribution of providing
accurate & reliable data. Information gathered will be treated with utmost confidentiality and will
not be used for any other purpose (the secrecy of the information you provide is strictly protected).
Please, note that participation in this research is entirely voluntary.

Section I: Demographic Profile

INSTRUCTION: This part of the questionnaire asks your personal information. Please, respond

to each question by putting a tick () mark that represents your personal profile.

Gender: Male
Female
Age: under 20years
21-35years

[ ] 36-50years

[ ] 51 yearsand above

Educational level [ 1High school complete

[ ]College diploma
Bachelor degree

[ ]Master and above

Monthly Income < 1500 birr
1501-3000 birr
1 3001-5000 birr
1 >5000 birr




Section 11: Please, put a thick ( ) mark in the appropriate box against the statements presented

below.

1= Strongly Disagree 2=Disagree 3=Neutral 4=Agree
Please, carefully read the question before selecting an alternative.

5= Strongly Agree

S.N | Items 112 |3
Commitment
1 The bank is flexible in serving my needs.
2 The bank offers personalized services to meet customer need.
3 The bank makes adjustments to suit my needs.
4 The bank is consistent in providing quality service
Trust
5 The bank fulfils its obligations to customers.
6 The bank is very concerned with security for my transactions
7 The bank is consistent in providing quality service.
8 The bank’s promises are reliable
9 The bank has the ability to meet its promises
Communication
10 | The bank provides information when there is new banking service
11 | The bank provides timely and trustworthy information.
12 | Information provided by the bank is always accurate
13 | The bank makes and fulfils promises
Conflict Handling
14 | The bank has the ability to openly discuss solutions when problems arise
15 | The bank tries to solve manifest conflicts before they create problems.
16 | The bank tries to avoid potential conflict.
17 | The bank give quick response for my complaints
Information Technology System
18 | The bank branches are fully networked




The Information Technology System is flexible enough to provide customized

19 | solutions in the bank.
The bank has excellent Information Technology System to provide customer
20 | solutions (i.e. Internet, telephones, ATM’s, fax machines, SWIFT etc)
21 | There is new technology access for effective service delivery in the bank
22 | The bank uses computer assisted tools and technologies in their operation
Customer Loyalty
23 | I always recommend the bank to someone who seeks my advice.
24 | 1 do not like to change to another bank because | value the bank.
The bank first comes to my mind when making purchases decision on bank
25 | services than other banks
26 | I am satisfied with being a client of this bank due to its service.
| will stay with the bank since it provides different rewards to motivate its
27 | customers
| promised to positive word of mouth witnesses to others about the bank
28 | confidently




