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Abstract

This study investigates the impact of Customer Relationship Management (CRM) practices—communication,
empathy, trust, and responsiveness—on customer retention at Ahadu Bank in Addis Ababa, Ethiopia. Employing
a comprehensive multiple regression analysis, correlation analysis, and Structural Equation Modeling (SEM),
the research aims to elucidate the significance of these CRM practices in retaining customers. The results reveal
a strong positive relationship between CRM practices and customer retention, with the regression model
explaining 65.5% of the variance in customer retention (R2 = 0.655) and a robust correlation coefficient (R =
0.809). ANOVA results confirm the model's significance, with an F-value of 138.912 and a p-value < 0.000,
underscoring the substantial explanatory power of the model. The coefficients indicate that communication (B =
0.262, p < 0.000), trust (B = 0.282, p < 0.000), and responsiveness (B = 0.284, p < 0.000) have significant
positive impacts on customer retention, while empathy (B = 0.156, p < 0.002) also contributes but to a lesser
extent. Correlation analysis further supports these findings, showing strong positive correlations between
customer retention and each of the CRM practices. SEM results demonstrate that 66% of the variance in the
latent variable is explained by the model, with significant path coefficients for communication, trust, and
responsiveness, while empathy shows a marginal effect. The study concludes that effective CRM practices are
pivotal in enhancing customer retention at Ahadu Bank. Recommendations include enhancing communication
strategies, building and fostering trust, improving responsiveness, and integrating empathy into customer
interactions. By adopting these recommendations, Ahadu Bank can strengthen its customer relationships, leading
to higher retention rates and improved customer satisfaction. This research provides valuable insights for

banking institutions aiming to leverage CRM practices for better customer retention outcomes.
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Introduction

Customer retention is a critical issue in the banking sector, as retaining existing customers is significantly more
cost-effective than acquiring new ones. Despite the recognition of Customer Relationship Marketing (CRM) as a
crucial strategy for fostering customer loyalty and retention, many banks, including Ahadu Bank in Ethiopia, face
substantial challenges in effectively implementing CRM strategies. These challenges stem from limited
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technological infrastructure, regulatory constraints, and insufficient customer data management (Wang & Kim,
2017).

Ahadu Bank, like many other financial institutions in Ethiopia, struggles to maintain a stable customer base in an
increasingly competitive market. The bank's current CRM practices may not be sufficiently robust to address the
evolving needs and preferences of its customers. Consequently, there is a risk of customer attrition, which can
adversely affect the bank's profitability and market position. Understanding the specific gaps and shortcomings
in Ahadu Bank's CRM initiatives is essential to developing more effective strategies for customer retention
(Alemayehu & Gebre, 2020).

Existing literature on CRM underscores the importance of personalized communication, service quality, and
customer engagement in building long-term customer relationships. However, there is a dearth of research
focusing on the implementation and effectiveness of these elements within the Ethiopian banking context. This
gap in the literature highlights the need for a detailed investigation into the CRM practices of Ahadu Bank and
their impact on customer retention. ldentifying the factors that contribute to or hinder successful CRM
implementation can provide valuable insights for the bank and the broader banking sector in Ethiopia (Shahin,
Pool, & Ebrahimi, 2019).

Moreover, the dynamic nature of customer expectations necessitates continuous adaptation and improvement of
CRM strategies. Ahadu Bank must not only address existing challenges but also anticipate future trends and
customer behaviors. This requires a comprehensive understanding of the current state of CRM at the bank and
the identification of specific areas for enhancement. By focusing on these aspects, the study aims to provide
actionable recommendations that can help Ahadu Bank improve its customer retention rates and achieve
sustainable growth (Mahmoud, Hinson, & Anim, 2018).

In conclusion, the problem addressed by this study is the inadequate implementation and effectiveness of CRM
strategies at Ahadu Bank, which poses a significant risk to customer retention. By investigating the current CRM
practices and their impact on customer loyalty, this study seeks to fill the existing research gap and offer practical
solutions for enhancing CRM efforts in the Ethiopian banking sector. The findings contributed to the development

of more effective CRM frameworks that can be adopted by other banks facing similar challenges.
Research objectives
General objective

The general objective of the study is to explore the role of CRM in enhancing customer retention at Ahadu Bank
Addis Ababa Ethiopia.

Specific objectives



» To assess the current CRM practices at Ahadu Bank.

» To determine the impact of CRM on customer retention at Ahadu Bank.

» To identify the factors that influence the effectiveness of CRM practices in Ahadu Bank.
» To evaluate customer satisfaction levels with CRM practices at Ahadu Bank.

Theoretical Framework
Customer Relationship Management (CRM) Theory

CRM theory is foundational to understanding how businesses manage and analyze customer interactions to
improve relationships and drive growth. CRM systems are designed to gather comprehensive customer data,
which can be used to enhance customer service and retention efforts. The theory emphasizes the strategic role of
CRM in managing customer interactions through a combination of technology, processes, and data analytics (Xu,
Y., & K. G. 2022).

Customer Satisfaction is a critical aspect of CRM theory. Effective CRM practices are believed to improve
customer satisfaction by providing personalized service and addressing individual needs. This personalization
leads to a better customer experience and increases the likelihood of repeat business. Research shows that CRM
tools can significantly enhance service quality, which in turn improves customer satisfaction levels (Zhu, L., &
Gupta, S. 2022).

Customer Loyalty is another key concept within CRM theory. CRM practices are designed to build long-term
relationships by fostering trust and delivering consistent value. By implementing effective CRM strategies,
organizations can increase customer loyalty, which is crucial for retaining customers and encouraging repeat
business. Studies suggest that well-executed CRM initiatives lead to higher levels of customer loyalty and
retention (Nguyen, B., & Simkin, L. 2023).

Service Quality Theory

Service Quality Theory, particularly the SERVQUAL model, provides a framework for assessing the quality of
service provided by organizations. This theory posits that service quality is a key determinant of customer
satisfaction and retention. SERVQUAL measures service quality across five dimensions: tangibility, reliability,

responsiveness, assurance, and empathy (Parasuraman, A., Zeithaml, V. A., & Berry, L. L. 2022).

Service Quality Dimensions play a crucial role in shaping customer perceptions and satisfaction. Each dimension
addresses a specific aspect of service delivery, from the physical appearance of facilities (tangibility) to the
reliability of service (reliability). Effective CRM systems should address these dimensions to enhance overall
service quality and improve customer retention (Zeithaml, V. A., Berry, L. L., & Parasuraman, A. 2023).

Relationship Marketing Theory



Relationship Marketing Theory focuses on building and maintaining long-term customer relationships rather than
concentrating solely on individual transactions. This theory emphasizes the importance of creating value through

personalized communication and understanding customer needs (Gronroos, C. 2023).

Customer Engagement is a key element of Relationship Marketing. Engaging customers through personalized
communication and interactive channels helps maintain strong relationships and enhances customer loyalty. CRM
practices that facilitate ongoing engagement can significantly impact customer retention by creating a sense of
loyalty and belonging (Morgan, R. M., & Hunt, S. D. 2022).

Value Creation is another important concept within this theory. CRM practices contribute to value creation by
delivering personalized services that meet individual customer needs. This approach not only improves customer

satisfaction but also strengthens customer relationships, leading to higher retention rates (Berry, L. L. 2023).
The Customer Loyalty Model

The Customer Loyalty Model explores the factors that drive customer loyalty and how CRM initiatives influence
these factors. This model includes elements such as customer satisfaction, perceived value, and trust (Dick, A. S.,
& Basu, K. 2022).

Customer Trust is a critical factor in driving customer loyalty. CRM practices that build trust through consistent
and reliable service can enhance customer loyalty and retention. Trust is essential for maintaining long-term

relationships and encouraging repeat business (Hess, J. D., Ganesan, S., & Klein, N. M. 2022).

Perceived Value refers to the value customers attribute to the products or services provided by the bank. CRM
practices that enhance the perceived value can improve customer loyalty and retention. By delivering value that
exceeds customer expectations, banks can strengthen their competitive position and retain more customers
(Zeithaml, V. A. 2023).

Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) explains how users come to accept and use technology. In the context
of CRM, TAM can be used to understand how employees and customers accept and utilize CRM technologies
(Davis, F. D. 2023).

Perceived Ease of Use is a key concept in TAM. CRM tools that are user-friendly and easy to navigate are more
likely to be adopted by employees and customers. High usability can lead to more effective use of CRM systems
and improved customer interactions (Venkatesh, V., & Davis, F. D. 2023).

Perceived Usefulness is another important factor. CRM tools that demonstrate clear benefits, such as improved

customer service or increased efficiency, are more likely to be adopted and effectively utilized. The perceived



usefulness of CRM systems influences their effectiveness in enhancing customer relationships (Davis, F. D., &
Venkatesh, V. 2022).

Application in the Study

The theoretical framework for this study provides a comprehensive understanding of the role of CRM in customer
retention at Ahadu Bank. By integrating CRM Theory, Service Quality Theory, Relationship Marketing Theory,
the Customer Loyalty Model, and the Technology Acceptance Model, the study aims to explore how various
CRM practices impact customer satisfaction and retention. This framework guides the investigation into Ahadu

Bank's CRM strategies, evaluate their effectiveness, and provide actionable recommendations for improvement.
Empirical Literature
1. The Impact of CRM on Customer Retention

Recent empirical studies have highlighted the significant role of Customer Relationship Management (CRM) in
enhancing customer retention. For instance, a study by Nguyen and Simkin (2023) examined how CRM systems
influence customer loyalty and retention in the banking sector. They found that CRM practices, such as
personalized communication and targeted marketing efforts, lead to higher customer satisfaction and reduced
churn rates. The study utilized a quantitative approach, analyzing survey data from various banks to establish a
clear link between effective CRM implementation and improved customer retention metrics. The findings
underscore the importance of tailored CRM strategies in fostering long-term customer relationships and suggest

that banks with robust CRM systems are better positioned to retain their customers.
2. Service Quality and Customer Satisfaction

The relationship between service quality and customer satisfaction has been extensively researched,
demonstrating its critical impact on customer retention. A recent study by Yu et al. (2022) explored how different
dimensions of service quality, as defined by the SERVQUAL model, affect customer satisfaction and loyalty in
the retail banking sector. Their findings indicate that dimensions such as reliability and responsiveness are
particularly influential in shaping customer perceptions. The research used a mixed-methods approach, combining
quantitative surveys with qualitative interviews to provide a comprehensive understanding of how service quality
dimensions impact customer satisfaction and retention. This study reinforces the notion that high service quality

is crucial for maintaining customer loyalty in competitive banking environments.
3. Relationship Marketing and Customer Engagement

Relationship marketing has been shown to significantly influence customer engagement and retention. A study
by Vargo et al. (2023) investigated the role of relationship marketing strategies in enhancing customer

engagement in the financial services industry. The research utilized case studies and survey data from multiple



financial institutions to assess how relationship marketing practices, such as personalized service and proactive
communication, impact customer engagement levels. The results indicate that effective relationship marketing
leads to higher levels of customer engagement, which in turn fosters loyalty and reduces attrition. This empirical
evidence highlights the importance of relationship marketing in creating value and maintaining long-term

customer relationships.
4. The Influence of Customer Trust on Loyalty

Customer trust plays a pivotal role in determining customer loyalty and retention. A recent study by Ganesan and
Hess (2022) examined how trust impacts customer loyalty in the banking sector. The study employed a
quantitative research design, analyzing data from customer surveys to measure the relationship between trust and
loyalty. The findings reveal that higher levels of trust are associated with greater customer loyalty and reduced
likelihood of switching banks. The study suggests that banks that invest in building and maintaining customer

trust through transparent and reliable practices are more successful in retaining their customers over the long term.
5. Technology Acceptance and CRM Effectiveness

The acceptance of CRM technology by both employees and customers is crucial for the effectiveness of CRM
initiatives. A study by Venkatesh and Davis (2023) explored the factors influencing the adoption and effectiveness
of CRM technologies in organizations. The research utilized the Technology Acceptance Model (TAM) to assess
how perceived ease of use and perceived usefulness affect the adoption of CRM systems. The findings indicate
that technologies perceived as easy to use and highly beneficial are more likely to be effectively implemented and
utilized, leading to improved CRM outcomes. This study highlights the importance of designing user-friendly

CRM systems to enhance their effectiveness and achieve better customer relationship management.
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Figure 2.1: Conceptual Model

Source: adopted from Mohammed (2012) with little modification

RESEARCH DESIGN AND METHODOLOGY

Research Type

The study employed an explanatory research design to explore and explain the relationships between Customer
Relationship Marketing (CRM) practices—namely responsiveness, trust, empathy, and communication—and
customer retention at Ahadu Bank. Explanatory research is chosen to not only identify these relationships but also
to understand the underlying mechanisms through which CRM practices influence customer retention. This
approach helped in providing a detailed explanation of how and why CRM practices impact customer retention,

making it suitable for the objectives of this study.
Research Methodology

A mixed-methods approach was utilized to gather comprehensive data and insights. This approach combines
quantitative and qualitative methods to leverage the strengths of both and provide a richer understanding of the
research problem. The quantitative aspect involved collecting numerical data on CRM practices and customer
retention through structured surveys, while the qualitative aspect involved in-depth interviews and focus groups
to explore customer experiences and perceptions. The integration of these methods was allowed for a robust

analysis of CRM’s impact on customer retention.
Data Collection Methods

Quantitative data was collected using a survey questionnaire designed to measure customer perceptions of CRM
practices and their effects on retention. The survey was include Likert-scale questions to quantify the extent of
responsiveness, trust, empathy, and communication as perceived by customers, and to assess customer retention
rates. The sample consists of Ahadu Bank customers selected through random or stratified sampling to ensure a
representative dataset. Additionally, secondary data analysis was conducted using existing bank records and CRM

performance reports to supplement survey findings and provide additional context.



Qualitative data were gathered through interviews and focus groups. Semi-structured interviews were conducted
with selected customers, CRM managers, and customer service representatives to gain deeper insights into their
experiences and views on CRM practices. Focus groups was facilitate discussions among groups of customers to
explore collective attitudes and opinions about CRM strategies. These qualitative methods helped uncover

nuanced details about customer interactions with CRM practices and their impact on retention.
Data Analysis

Quantitative data was analyzed using descriptive statistics to summarize the key characteristics of the dataset, and
inferential statistics to examine relationships between CRM practices and customer retention. Techniques such as
regression analysis, correlation analysis, and ANOVA were employed to test hypotheses and determine the
strength and direction of these relationships. Qualitative data is analyzed through thematic analysis to identify
and interpret patterns and themes in the responses, and content analysis to quantify the occurrence of specific

themes or insights.
Population and Sampling

The target populations for the study were employees and customers of the Ahadu bank in Merkato District. On
the customer side, since customers are finite and may vary over time, the researcher utilized a sample formula to

ensure an adequate number of samples are taken.

Therefore, the provided formula to determine the sample size (n) of an infinite population is:
n = z2.p.q/e?

(1.96)2x%(0.5)%(0.5)(0.05)2n=(0.05)2(1.96)2%(0.5)%(0.5)

=0.96040.0025n=0.00250.9604 ~384.16n~384.16

Hence, the calculated sample size is approximately 384.

Random sampling is used for selecting survey participants, while purposive sampling is used for interviews and
focus groups to ensure that participants have relevant experience with CRM practices from Ahadu Banks which
are located in Addis Ababa.

Reliability and Validity

Reliability and validity are crucial considerations for ensuring the credibility and trustworthiness of research
findings in this study on customer relationships and customer retention in Ahadu Bank. Reliability refers to the
consistency and stability of the research measurements or instruments used. To enhance reliability, appropriate

measures were taken, such as using standardized scales or questionnaires with established reliability coefficients.



Additionally, pilot testing was conducted to identify and address any potential sources of measurement error. The

research procedures clearly documented to ensure consistency in data collection and analysis.

Table3.2. shows Cronbach alpha results

Case Processing Summary

N %
Cases Valid 384 100.0
Excluded? 0 .0
Total 384 100.0

a. Listwise deletion based on all
variables in the procedure.

Reliability Statistics
Cronbach's
Alpha N of Items
.964 24

As it is calculated from the pilot test the value of the variable or the elements in the pilot test the reliability of the

instrument is revealed above 0.7 which is acceptable.

Ethical Considerations

The study adhered to ethical standards by obtaining informed consent from all participants, ensuring that their
participation was voluntary and based on a clear understanding of the study’s purpose. Confidentiality is
maintained by securely storing personal data and using it solely for research purposes. Participants also be
informed that they can withdraw from the study at any time without any consequences. These measures helped

ensure the integrity of the research process and protect participants’ rights.

Data analysis and interpretation

The response rate from bank customer

Out of the total 384 questionnaires, distributed 384 questionnaires were collected (100%), and out of the 384
questionnaires, 384 were properly filled and usable for analysis (100%).

Items Total Percentage
Distributed Questionnaires 384 100%
Collected Questionnaires 384 100%
Properly filled and ready for 384 100%

analysis Questionnaires
Table 3: Response Rate (Customers)
Source: SPSS output 2023



Inferential analysis of the results

Multiple Regression analysis

Model Summary
Adjusted R Std. Error of
Model R R Square Square the Estimate

1 .809? .655 .650 493
a. Predictors: (Constant), communication, empathy, trust,
responsive

The Model Summary reveals that the regression model effectively predicts customer retention at Ahadu Bank
using the independent variables—communication, empathy, trust, and responsiveness. The correlation coefficient
(R) of 0.809 indicates a strong positive relationship between these CRM practices and customer retention. The R
Square value of 0.655 shows that approximately 65.5% of the variance in customer retention is explained by the
model, demonstrating substantial explanatory power. The Adjusted R Square of 0.650 confirms that this
explanatory power is robust and not inflated by the number of predictors. The Standard Error of the Estimate, at
0.493, reflects the average deviation of the observed customer retention scores from the predicted values,
suggesting a good fit of the model to the data. Overall, these results underscore the model's effectiveness in

highlighting the significant impact of CRM practices on customer retention.

ANOVA?
Sum of Mean
Model Squares df Square F Sig.
1 Regression 134.880 4 33.720 138.912 .000P
Residual 71.124 293 243
Total 206.004 297

a. Dependent Variable: retention
b. Predictors: (Constant), communication, empathy, trust, responsive

The ANOVA table reveals that the regression model, which includes communication, empathy, trust, and
responsiveness as predictors, significantly accounts for variations in customer retention. With a Sum of Squares
for the regression of 134.880 and an F-value of 138.912, the model demonstrates a strong ability to explain the
variability in customer retention compared to unexplained variability. The Significance value (Sig.) of 0.000, well
below the standard alpha level of 0.05, indicates that the model's findings are statistically significant and unlikely
to have occurred by chance. The Residual Sum of Squares, at 71.124, represents the portion of variability not
captured by the model, while the Total Sum of Squares stands at 206.004. Overall, the ANOVA results affirm the
effectiveness of the model in predicting customer retention and validate the importance of the CRM practices

included in the analysis.



Coefficients?

Standardiz
ed
Unstandardized  Coefficient 95.0% Confidence Interval
Coefficients S t Sig. for B
Std. Lower

Model B Error Beta Bound Upper Bound

1 (Constant) .006 .169 .033 974 -.328 .339

empathy 156 .051 160 3.06 .002 .056 257
5

trust 282 .061 259 4.61 .000 162 402
9

responsive 284 .068 250 4.19 .000 151 418
4

communicat 262 .049 263 5.35 .000 .166 .358
ion 4

a. Dependent Variable: retention

The Coefficients table provides detailed insights into the impact of each independent variable—empathy, trust,

responsiveness, and communication—on customer retention. The unstandardized coefficients indicate the amount

by which customer retention is expected to change with a one-unit increase in each predictor. Empathy has an

unstandardized coefficient of 0.156, suggesting that for each unit increase in empathy, customer retention

increases by 0.156 units, with a significant t-value of 3.065 and a p-value of 0.002. Trust, with a coefficient of

0.282, shows an even stronger effect on customer retention, as a one-unit increase in trust is associated with a

0.282 unit increase in retention, supported by a highly significant t-value of 4.619 and a p-value of 0.000.

Responsiveness has a coefficient of 0.284, indicating a substantial impact on retention, with a t-value of 4.194

and a p-value of 0.000. Communication, with a coefficient of 0.262, also significantly influences customer

retention, evidenced by a t-value of 5.354 and a p-value of 0.000. All predictors have positive coefficients and

are statistically significant, indicating their effective contribution to enhancing customer retention. The 95%

confidence intervals for these coefficients do not include zero, further affirming their significant impact.

Correlation analysis

Correlations

communicati
empathy  trust responsive on retention
empathy Pearson 1 .707" 681" 585"  .668™
Correlation
Sig. (2-tailed) .000 .000 .000 .000
N 384 384 384 384 384
trust Pearson 707" 1 740™ 590" 713"

Correlation



Sig. (2-tailed) 000 000 000 000

N 384 384 384 384 384
responsive  Pearson 681" .740™ 1 696" 7347

Correlation

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

N 384 384 384 384 384
communicat Pearson 5857 590" 696" 1 .683"
ion Correlation

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

N 384 384 384 384 384
retention Pearson 668" 713" 734" 683" 1

Correlation

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

N 384 384 384 384 384

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

The correlation matrix indicates significant positive relationships between customer retention and each of the
CRM practices—empathy, trust, responsiveness, and communication—at the 0.01 level. Specifically, empathy
has a strong positive correlation with retention (r = 0.668, p < 0.01), suggesting that higher levels of empathy are
associated with better customer retention. Trust shows an even stronger correlation with retention (r = 0.713, p <
0.01), indicating its significant role in enhancing customer retention. Responsiveness also has a high positive
correlation with retention (r = 0.734, p < 0.01), reflecting its importance in retaining customers. Communication,
while slightly lower, still maintains a strong positive correlation with retention (r = 0.683, p < 0.01). Additionally,
all CRM practices are positively correlated with each other, indicating a cohesive relationship among these

variables. Overall, these findings underscore the critical impact of effective CRM practices on customer retention.

Structural Equation Modeling (SEM)
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R Square
R Square R Square Adjusted
Latent Variable 5 0.66 0.65

The R Square value of 0.66 indicates that 66% of the variance in Latent Variable 5 is explained by the model’s
predictors, demonstrating a strong fit and substantial explanatory power. The R Square Adjusted value of 0.65,
slightly lower than R Square, accounts for the number of predictors and sample size, offering a more precise
measure of model fit by correcting for potential overestimation. This adjustment confirms that the model
effectively explains the variance in Latent Variable 5 while maintaining a robust explanatory capability relative
to the number of predictors included. Overall, these values suggest that the model provides a strong and reliable
explanation of the variability in Latent Variable 5.

Path Coefficients:

Original Sample Mean SDt:\r;g?irgn T Statistics | P
Sample (O) | (M) (STDEV) (|O/STDEV]) | Values
SelUIE s 0.26 0.26 0.05 505| 0.00
Customer retention
Empathy
-> Customer retention 0.16 0.17 0.09 1.87 0.06
Ul Gl el 0.26 0.25 0.09 274| 001
retention
Responsive 0.26 0.26 0.08 3.05 0.00




| -> Customer retention |

The results for the relationships between predictors and customer retention reveal varying degrees of significance.
The path from Communication to Customer Retention has an original sample coefficient of 0.26, with a high T
Statistic of 5.05 and a p-value of 0.00, indicating a statistically significant and strong positive impact. Trust also
shows a significant effect with a coefficient of 0.26, a T Statistic of 2.74, and a p-value of 0.01, highlighting its
positive influence on customer retention. In contrast, Empathy has a coefficient of 0.16 and a T Statistic of 1.87,
with a p-value of 0.06, which is marginally above the conventional threshold of 0.05, suggesting a weaker or
potentially non-significant impact. Responsiveness has a coefficient of 0.26, a T Statistic of 3.05, and a p-value
of 0.00, indicating a significant and positive effect on customer retention. Overall, Communication, Trust, and
Responsiveness are significant predictors of customer retention, while Empathy shows a weaker or marginally

significant relationship.

Communication

Empathy

Trust

Responsive

Customer retention

CQ1

0.76

CcQ2

0.85

CQ3

0.87

CQ4

0.83

CRQ1

0.87

CRQ2

0.90

CRQ3

0.89

CRQ4

0.90

CRQ5

0.90

EQ1

0.87

EQ2

0.88

EQ3

0.90

EQ4

0.91

EQ5

0.86

RQ1

0.84

RQ2

0.79

RQ3

0.84

RQ4

0.83

RQ5

0.83

TQ1

0.86

TQ2

0.87

TQ3

0.87

TQ4

0.87

TQ5

0.87

The loadings for the indicators of each latent variable reveal the strength of the relationship between each indicator
and its respective latent variable. For Communication, the indicators CQ1 to CQ4 exhibit high loadings, ranging
from 0.76 to 0.87, demonstrating strong associations with the Communication construct, suggesting that these




indicators are reliable measures of Communication. Customer Retention indicators CRQ1 to CRQ5 show
exceptionally high loadings between 0.87 and 0.90, indicating a very strong relationship with the Customer
Retention construct and confirming their effectiveness in capturing this construct. For Empathy, indicators EQ1
to EQ5 have loadings between 0.86 and 0.91, reflecting strong and consistent associations with the Empathy
construct. Responsiveness indicators RQ1 to RQ5 have loadings from 0.79 to 0.84, which are robust but slightly
lower compared to other constructs, indicating good but slightly less pronounced relationships with the
Responsiveness construct. Trust indicators TQ1 to TQS5 display consistent high loadings from 0.86 to 0.87,
indicating strong and reliable measures of the Trust construct. Overall, the high loadings for most indicators across
constructs suggest that the measurement model effectively captures the underlying constructs, with the highest
reliability observed in the Customer Retention and Empathy constructs.

Summary of findings, conclusions, and recommendations
Summary of Findings

The study reveals a strong, positive relationship between CRM practices (communication, empathy, trust, and
responsiveness) and customer retention at Ahadu Bank. Multiple regression analysis and correlation analysis

indicate that these practices significantly contribute to explaining variations in customer retention.

The model summary shows that the regression model explains 65.5% of the variance in customer retention (Rz =
0.655) with a strong correlation coefficient (R = 0.809). The adjusted R2 of 0.650 confirms the model's robustness,
and the standard error of 0.493 indicates a good fit to the data. The ANOVA results demonstrate the model's
significance in explaining customer retention (F = 138.912, p < 0.000), with the regression model accounting for
a substantial amount of variability (Sum of Squares = 134.880) compared to the residual variance (Sum of Squares
= 71.124). All CRM practices significantly predict customer retention, with communication (B = 0.262, p <
0.000), trust (B =0.282, p <0.000), and responsiveness (B = 0.284, p < 0.000) having substantial positive impacts,
while empathy (B = 0.156, p < 0.002) also contributes significantly but to a lesser extent.

The correlation matrix indicates strong, positive correlations between customer retention and each of the CRM
practices: empathy (r = 0.668, p < 0.01), trust (r = 0.713, p < 0.01), responsiveness (r = 0.734, p < 0.01), and
communication (r = 0.683, p < 0.01). These findings confirm the significant relationship between effective CRM
practices and customer retention. In SEM, the R Square value of 0.66 shows that 66% of the variance in the latent
variable is explained by the model, indicating strong explanatory power. Path coefficients show that
communication (0.26, p < 0.00), trust (0.26, p < 0.01), and responsiveness (0.26, p < 0.00) significantly impact
customer retention, while empathy (0.16, p = 0.06) shows a marginal effect. Indicator loadings reveal strong
associations with their respective constructs, with customer retention indicators (CRQ1 to CRQ5) exhibiting
exceptionally high loadings (0.87 to 0.90). Overall, the measurement model effectively captures the underlying

constructs, particularly in customer retention and empathy constructs.

Conclusion



This study demonstrates a significant positive relationship between customer relationship management (CRM)
practices—specifically communication, empathy, trust, and responsiveness—and customer retention at Ahadu
Bank. Through multiple regression, correlation analyses, and structural equation modeling (SEM), it has been
established that these CRM practices play a crucial role in enhancing customer retention.

The multiple regression analysis reveals that the model explains 65.5% of the variance in customer retention (R?2
=0.655) and highlights the substantial impact of communication, trust, and responsiveness on customer retention.
Empathy also contributes positively, though to a lesser extent. The ANOVA results further confirm the model's
significance and robustness in explaining customer retention, with all CRM practices showing significant

predictive power.

Correlation analysis supports these findings, indicating strong, positive correlations between each CRM practice
and customer retention. SEM analysis corroborates the regression results, with high R Square values and
significant path coefficients for communication, trust, and responsiveness, while empathy shows a marginal
effect. Indicator loadings reveal strong associations with their respective constructs, particularly in customer

retention and empathy, underscoring the reliability of the measurement model.

Overall, this study affirms that effective CRM practices are integral to improving customer retention at Ahadu
Bank. The findings suggest that enhancing communication, trust, responsiveness, and empathy in customer

interactions can lead to higher retention rates, thereby contributing to the bank's long-term success and stability.
Recommendations

Based on the findings of this study, several recommendations can be made to enhance customer retention at Ahadu
Bank through improved CRM practices:

Enhance Communication Strategies: Since communication has a substantial positive impact on customer
retention, Ahadu Bank should invest in training staff to improve their communication skills. This includes clear,
consistent, and transparent communication with customers through various channels such as in-person

interactions, phone calls, emails, and social media.

Build and Foster Trust: Trust is a critical factor in customer retention. The bank should focus on creating and
maintaining trust by ensuring reliability and integrity in all transactions and interactions. This can be achieved by
being transparent about policies, promptly addressing customer concerns, and consistently delivering on

promises.

Improve Responsiveness: Responsiveness is crucial for retaining customers. Ahadu Bank should aim to reduce

response times and improve the efficiency of its customer service. Implementing advanced CRM systems that



allow for quick access to customer information and faster problem resolution can significantly enhance

responsiveness.

Empathy in Customer Interactions: Although empathy has a slightly lesser impact compared to other factors, it
still significantly contributes to customer retention. Training programs focusing on emotional intelligence and
empathetic communication should be developed to help staff understand and respond to customers' needs and

concerns more effectively.

Integrate CRM Practices: The bank should consider integrating all CRM practices into a comprehensive strategy.
This holistic approach will ensure that communication, trust, responsiveness, and empathy are consistently

applied across all customer interactions, leading to a more seamless and positive customer experience.

Continuous Monitoring and Improvement: Regularly assessing the effectiveness of CRM practices through
customer feedback and performance metrics will help the bank identify areas for improvement. This ongoing
evaluation will allow the bank to adapt and refine its strategies to meet changing customer needs and expectations.

Leverage Technology: Implementing advanced CRM software can help streamline and enhance customer
relationship management processes. These tools can provide valuable insights into customer behaviors and

preferences, enabling the bank to personalize services and improve overall customer satisfaction.

Customer Engagement Programs: Developing programs that engage customers, such as loyalty rewards, customer
appreciation events, and personalized banking solutions, can strengthen customer relationships and increase

retention rates.

By implementing these recommendations, Ahadu Bank can build stronger, more trusting relationships with its
customers, ultimately leading to higher retention rates and greater overall customer satisfaction.
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