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Abstract

Relationship marketing is a recent phenomenon in the field of marketing, and it focuses on
creating a long-term relationship with customers through realizing mutual benefits of both
parties. The purpose of this study is to assess relationship-marketing practice of Dashenbank in
terms of relationship marketing dimensions and the levels of relationship marketing
strategies.Descriptive research design is used in this research,In order to obtain adequate and
detailed information from customers as well as the Customer Relationship marketing manager of
the bank both quantitative and qualitative data collection tools were used. Non-probability
sampling method was employed to select respondents, specifically convenience sampling
technique was used. Accordingly, the study has selected 387 respondents from three branches of
the bank that operates in Addis Ababa and 387 questionnaires were distributed to customers,
367 questionnaires were found usable. Descriptive statistics particularly frequency, mean and
standard deviation were used to analyze data and to aid computation statistical package for
social science (SPSS) software was used. The findings of the study showed that, average mean
score of each dimension was categorized under well practiced of Customer relationship
marketing by the bank. Therefore, the bank practiced relationship marketing well when it is
evaluated from the four dimensions namely informational, management, instrumental and
organizational dimensions. According to the interview conducted with marketing manager of the
bank, the bank practiced and considered in its marketing strategies the four levels of relationship
marketing strategies namely financial, social, structural and customization bonds, whereas, the
bank starts recently to implement structural bonds levels of relationship marketing strategies.

Key words:Relationship Marketing, Transactional Marketing and Customer
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CHAPTER ONE

INTRODUCTION

1.1. Background of the Study

The emergence of relationship marketing as a separate academic domain of marketing in the
1980s and 1990s becomes more comprehensible from a historical perspective. Researchers argue
that RM represents a “paradigm shift in marketing” from its previous focus on “transactions,” in
which firms use the “4P model” to manage marketing-mix variables (Gronroos, 1994; Sheth and

Parvatiyar, 2000).

The term relationship marketing (RM) initially proposed by Berry in 1983: “attracting,
maintaining and in multi-service organizations enhancing customer relationships” (Little and

Marandi, 2003; Gronroos, 2004; Harker and Egan, 2006).

Relationship marketing implies the development of long-term relationships between the
customers and the suppliers, in order to generate advantages for all those involved and to allow
the co-creation of value rather than its unilateral distribution. As opposed to the transaction
marketing (TM), where the focus is on attracting new customers and generating as many
transactions as possible, RM aims not only at attracting but also at retaining customers and
knowing them better. Keeping clients, by developing relationships with them, is crucial to
establishing and maintaining a competitive advantage in the market. Much of the teaching and
research in marketing has tended to focus on acquiring new customers by developing new
products to satisfy specific needs. However, the higher relative cost of customer acquisition has
shifted the emphasis to building and maintaining long-term customer relationships to improve

profitability (Ennew and Binks, 1996).

Additional reasons for the drive towards the development of the relationship marketing concept
stems from the maturing of services marketing; increased recognition of potential benefits for the

firm and the customer; and technological developments (Berry, 1995).

According to Gro nroos (1994) relationship marketing is to identify and establish, maintain and

enhance and when necessary also to terminate relationships with customers and other
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stakeholders, at a profit, so that the objectives of all parties are met, and that this is done by a
mutual exchange and fulfillment of promises. Shani and Chalasani (1992) define relationship
marketing as “an integrated effort to identify, maintain, and build up a network with individual
consumers and to continuously strengthen the network for the mutual benefit of both sides,

through interactive, individualized and value-added contacts over a long period of time.

Definitions of relationship marketing emphasize a longer-term perspective, focusing on keeping
customers rather than getting customers. An effective on-going relationship between the service
provider and the customer can overcome the intangible nature of services by decreasing the level
of perceived risk and enhancing the trust component. The development of effective relationship
marketing involves a number of contacts between the service provider and the customer. Existing
research suggests the presence of five levels of relationship marketing such as basic, reactive,
accountable, and proactive and partnership between the service provider and the customer

(Hoffman et al., 2009).

The basic level of relationship marketing consists merely of the transaction and service use as the
service provider focuses on only ‘selling’ the service. In the reactive level of relationship
marketing apart from selling the service, the service provider encourages the customers to
contact them if any problems arise. Usually with regard to the accountable level of relationship,
marketing the service provider calls the customer after the sale to ensure that the customer is
satisfied. A stronger relationship develops as the service provider creates a level of

accountability and a stronger commitment to the service provided (Gummerson, 2002).

The proactive level of relationship marketing involves the service organization maintaining
contact with customers on their database from time to time. The service organization further
enhances the customer’s knowledge by providing information about new or improved services.
In the case of the partnership level of relationship marketing, the service organization focuses
continuously on their customer to improve their service performance and create a stronger
relationship. The customer eventually becomes a ‘partner’ in the business. This type of
relationship requires the customer’s involvement in matters related to the service organization
and its service offerings. While the service organizations gains clear benefits from partnership
level of relationship marketing, in return the customer feels valued and involved in the entire

service process (Gummerson, 2002).
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The banking sector is becoming increasingly competitive around the world. This is particularly
true in the area of small-medium business banking. Further, the core and actual product being
offered to business customers could be considered reasonably homogenous. Consequently, there
is an increased need for banks to differentiate themselves from competitors at the augmented
product level. One way that this might be achieved is to develop longer-term relationships with

their key customers (Heffernan et al, 2008).

Within a retail banking setting, Walsh et al., (2004) define RM as “the activities carried out by
banks in order to attract, interact with, and retain more profitable or high net-worth customers.”
Customer oriented RM programs that enhance the flow of information between the bank and
customers increase customers’ positive feelings towards their bank, thereby increasing
satisfaction and relationship strength .Over many years, private banking has been one of the most
attractive segments within the financial services industry. Private Banks have combined strong
asset growth and rising profitability with low capital requirements and ample liquidity. Since
2008, however, the industry has faced a series of challenges related to the sharp increase in the
volatility of capital markets, the low-rates environment and the increasing scope of regulation in
the United States, Europe and elsewhere. The impact of these factors means that the profitability
of most private banks worldwide is far below the levels before the financial crisis .(Barnes and

Howlett, 1998; Ennew and Binks, 1996).

Private commercial banks are a recent phenomenon in the Ethiopian economy. They came into
existence after the downfall of the Dergue regime. Before the Dergue, in the Imperial regime,
private commercial banks used to operate in the economy. However, after Dergue came to
power, private commercial banks were nationalized and amalgamated with the state owned
banks, then after that Ethiopian economy was dominated by state owned banks. Moreover, in the
time of the Dergue, they were not allowed, and not only banks but also there were no other
private sector because it was a socialist economy. After the downfall of the Dergue, private
commercial banks were allowed to operate and they started to have market share, and now they
have some growing market share in the Ethiopian economy and are some of the major players in
the Ethiopian economy. Their number is also growing from time to time and currently new

commercial banks are joining the market (simeneh, 2012).

15



After the downfall of the Dergue, the private sectors involvement started after Monetary and
Banking proclamation No.83/1994. Dshen bank is privetly owned company estabilished in 1995
in accordance with the Licensing an supervision of banking business proclamation No.84/1994
now superseded by proclamation No0.593/2008 A proclamation to provide for Banking Business

to undertake commercial banking activities.

The Bank obtained its license from the National Bank of Ethiopia (NBE) ON 20 September 1995
and started normal business activities on January 1996.1t operates through its Head Office in
Addis Ababa and 300 branches, 6 Foreign Exchange Bureas, 953 point of sale (PoS) terminals
and 220 Automatic Teller Machines (ATMs) located in and outside Addis Ababa.(annual report
for the year in June 30,2016)

Generally, even if the definition of relationship marketing is dissimilar to different researchers
there is a harmony among them. The goal of RM is to build and maintain a base of committed
customers who are profitable for the organization. The research study was assessed the
implementation of relationship marketing in terms of the dimensions developed by pop and plea
(2006). The dimensions proposed in the study are informational, instrumental, managerial and

structural dimensions.
1.2. Statement of the Problem

Relationship marketing is emerging as the core marketing activity for businesses operating in
fiercely competitive environments. On average, businesses spend six times more to acquire
customers than they do to keep them (Gruen, 1997). Therefore, many firms are now paying more
attention to their relationships with existing customers to retain them and increase their share of
customer’s purchases .Because of the diverse ways of understanding relationship marketing, no
set of best practice has been promoted although several approaches have been proposed
(DeSouza, 1992; Rosenberg and Czepiel, 1984; Stone and Woodcock, 1995). It has even been
suggested that no guidelines exist that guarantee an effective design, implementation, monitoring

and measurement of a relationship marketing program (Grande, 1996; Pinto, 1997).
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For a profit-maximizing firm, the benefits of a relationship with end users arise from the
economics of retention (Reichheld, 1996), insulation from competition (Anderson and Sullivan,
1994), and so forth. For the customer, the benefits of a relationship with the organization include
customization and decreased costs due to efficiencies in dealing with known suppliers, including

lower research costs and risk reduction (Sheth and Parvatiyar, 1995).

A key feature of relationship marketing is its explicit recognition that exchanges between
organizations and customers extend beyond strict economic boundaries (Hunt and Morgan,
1994). Relationship marketing has different advantages to the firm and customers, increased
profitability, competitive advantage through benefit and creation of a firm advocates are some of
the advantages to the firm. From a customer’s perspective, if a product or service is variable in
quality and/or complexity and if the product is of an intangible nature, these combine to create
risk and uncertainty. Thus, having a long-term, ongoing, stable relationship with a provider may
reduce uncertainty and risk and hence reduce customer stress as the relationship becomes more

predictable.

The number of private banks in Ethiopia has been growing fast. As a result, competition among
the private banks themselves and with public banks also became very strong and stiff. Public
banks are the most dominant banks in the country. Thus, the private banks have faced challenges
to attract and retain customers. Relationship marketing researches in banking industries have
been conducted in different countries of the world mainly focused on the impact of relationship
marketing on customer satisfaction and customer loyalty. When we come to Ethiopia there are
some studies like effects of relationship marketing on customer retention by AsemamawAbera,
conducted in customer relationship management and its impact on customer satisfaction and
loyalty and the other by ShiferawbekeleThe Impact Of Relationship Marketing on Customer
loyalty in Banking Industry However, in the area of relationship marketing practice on the
banking sector there are no in-depth studies conducted. Thus, the aim of this study is to
assessimplementation of relationship marketing in terms of informational, management,
instrumental and structural dimensions. Therefore, this research assesses how the bank
implements’ relationship marketing from customer perspective and it gives insightful

recommendation in the area of RM practice in Dashen Bank S.C.
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1.3. Research Questions
The study was conducted with the aim of providing answers to the following basic research question.

a) To what extent is Dashen bank committed to applying relationship marketing in terms of the

four dimensions (informational, instrumental, organizational, and managerial)?
b) How does the bank develop and implement levels of relationship marketing strategies?

¢) How do customers perceive the RM practices of the bank?
1.4. Objectives of the study

1.4.1. General Objective of the Study The general objective of this study is to assess the

practice of customer relationship marketing in Dashen Bank S.C.
1.4.2. Specific Objectives of the Study

1. To assess RM practice from the point of relationship marketing dimensions (informational,

instrumental, organizational, and managerial) in Dashen bank S.C.

2. To assess relationship marketing awareness and perception of customers to determine the best

application of RM practice in Dashen bank S.C.

3.To explore how relationship marketing is developed and implemented in Dashen bank S.C. in
terms of the levels of relationship marketing strategies (financial, social, customization and

structural) bonds.
1.5. Significance of the Study

In the globalization era due to technological advancement, and other reasons customers have a
plenty of information about different products and services. Thus, to service providers this is a
very challenging to differentiate their products and services from rivals. Due to this reason,
adoption of relationship marketing is inevitable in business organizations to solve the problem
through creating a long-term relationship with their customers. Therefore, the study will have the

following significance:
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a) It increases the level of understanding of staff members and customers about relationship

marketing concept and its implementation.

b) The result of study provides valuable insight to managers of bank how to create long-term

relationship with customers.
c) It gives valuable insight for the future researchers on relationship marketing.

d) The finding of the study provides valuable insight to the banking industry how to create long-
term relationship with customers and how to retain profitable customers through fulfilling mutual

benefit of the company and customers.
1.6. Delimitation of the Study

This research study is conduct to assess practice of relationship marketing in Dashen Bank,
which is one of the private banks operated in the country. Hence, the study assess only the
implementation of relationship marketing; it does not include the impact of relationship
marketing on customer satisfaction and loyalty. Even though the area of relationship marketing is
very wide and it requires studying at country level by including all private banks, due to
available resources and time this research has been concentrated only on Dashen bank S.C and it
comprised branches located in Addis Ababa. Because of time and resource constraints, the study
employed non-probability sampling method to select respondents and in terms of research
design, it is delimited to only descriptive research design. For this reason, the generalization and

applicability of this study is only limited to Dshen bank S.C.

1.7. Limitation of the Study

The study assesse RM practice of the bank from customer and employee perspective it will not

include the all employees’ perspective towards implementation of relationship marketing.

The study employ convenience sampling technique to select respondents, thus, it will ignore the

other respondents from participating in the study.
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1.8 Organization of Research Report

The study is divided into five chapters. Chapter One, contains background of the study,
statement of the problem, research questions, objective, scope and delimitation of the study. In
chapter Two, review of related literature in the area of relationship marketing is presented.
Chapter Three, highlights the description of research methodology that will be used to conduct
the study. In chapter Four, data will be collected by both quantitative and qualitative methods,
analyze, and interpret accordingly. Chapter Five, contains conclusion and recommendation

according to the research finding. This is the entire organization of the research.
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CHAPTER TWO

REVIEW OF RELATED LITERATUR

The American Mark Heting Association’s defines marketing as an organizational function and a
set of processes for creating, communicating, and delivering value to customers and for
managing customer relationships in ways that benefit the organization and its stakeholders”.

Relationship marketing is one of the marketing aspects that emphasizes
2.1. Evolution of Relationship Marketing

Researchers have made the compelling case that relational-based exchange was the norm for
most of recorded history; the anomaly of transaction-based marketing emerged only in the early
1900s. Thus, relationship marketing is really a rebirth of marketing practices of the pre-industrial
age (Sheth and Parvatiyar 1995). Prior to the industrial age, most exchange occurred in local
markets where farmers and craftspeople (producers) sold their products directly to end users.
Producers represented both manufacturers and retailers, and embedded relationships between
producers and consumers provided the trust and business norms necessary to conduct the

transaction because few institutionalized protections existed.

Similarly, relationships led to confidence among traders in the transactions of goods not locally
produced. Sheth and Parvatiyar (1995) offer numerous examples of trade, which would only
occur among groups with ongoing relationships such as among traders along the historical “silk
route” that built trust over time and examples of the use of family names in specific industries
that branded relational trust. Thus, though the terminology and specific academic focus on RM
are relatively new, the underlying importance of relationships for understanding exchange
performance absolutely is not. Mass production and consumption during the industrial revolution

changed the dynamics between producers and consumers.

Producers took advantage of the economies of scale associated with mass production to produce
a large volume of goods at low cost, but these voluminous goods also required transportation,
storage, and sales across a larger geographic area and customer base to dispose of them. Many

consumers relocated to manufacturing centers and cities, away from agricultural areas, which
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required the transportation and storage of goods to support these new population centers (Sheth

and Parvatiyar 1995).

Moreover, mass production generated the need for aggressive sales and promotions to create
sufficient demand for the increased volume of goods. In aggregate, industrialization led to new
industries, or “middlemen,” focused on transportation, storage, selling, and retailing (Bartels,
1962). As these new channels competed for business, often with similar or indistinguishable
products, exchanges became more transactional and pricing grew to represent a more, if not the
most, salient component of the offering. Institutional and functional economists operating against
this backdrop investigated the functions performed by wholesalers and retailers in an exchange
to develop early marketing thought (Alderson 1965). This functional economic view of
marketing evolved over time by integrating psychological and sociological viewpoints, but
product-centric transactions remained the dominant paradigm: marketers varied marketing-mix
factors (i.e., price, product, place, and promotion) to achieve business objectives (Gronroos

1994; Sheth and Parvatiyar 1995; Vargo and Lusch 2004).

The emergence of RM as a separate academic domain of marketing in the 1980s and 1990s
becomes more comprehensible from a historical perspective. Researchers argue that RM
represents a “paradigm shift in marketing” from its previous focus on “transactions,” in which
firms use the “4P model” to manage marketing-mix variables (Gronroos, 1994; Sheth and

Parvatiyar, 2000).

The term relationship marketing (RM) initially proposed by Berry in 1983: attracting,
maintaining and - in multi-service organizations - enhancing customer relationships (Little and

Marandi, 2003; Gronroos, 2004; and Harker and Egan, 2006).

2.2. Definition of Relationship Marketing

Berry (1983) defines Relationship marketing is attracting, maintaining and enhancing customer
relationships. Shani and Chalasani (1992) define relationship marketing as “an integrated effort

to identify, maintain, and build up a network with individual consumers and to continuously
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strengthen the network for the mutual benefit of both sides, through interactive, individualized

and value-added contacts over a long period of time”.

According to Clark and Payne (1995) relationship marketing is the business of attracting and

enhancing long-term client relationships.

According to Gronroos (1997) relationship marketing define it is to identify and establish,
maintain and enhance and when necessary also to terminate relationships with customers and
other stakeholders, at a profit, so that the objectives of all parties involved are met, and that this

is done by a mutual exchange and fulfillment of promises.

Relationship marketing is the ongoing process of engaging in cooperative and collaborative
activities and programs with immediate and end-user customers to create or enhance mutual

economic value, at reduced cost (Sheth and Parvatiyar 2000).

The various definitions of Relationship Marketing prove that the concept has no single definition
attached to it and as a result, it breaks away from the positivist nature of traditional marketing
theory and the marketing mix. Hence, it is difficult to set a single definition to relationship
marketing but most of authors define it is attracting and retain customers by creating long-term

relation.

Within a retail banking setting, Walsh et al. (2004) define RM as the activities carried out by
banks in order to attract, interact with, and retain more profitable or high net-worth customers.
Relationship marketing thus aims at increasing customer profitability while providing better

services for customers.
2.3. Development of Relationship Marketing

2.3.1. Advances in Information Technology

Berry (1995) summarizes a number of ways that information technology (IT) as a tool may
facilitate the effectiveness of a relational perspective: with customers, suppliers and other

members of the marketing infrastructure.
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2.3.3. The Maturing of Services Marketing

The importance of people has been repeatedly emphasized within services marketing literature
because the service is performed and the performers are employees (often referred to as
“actors”). Indeed, Gummesson (1987) coined the phrase “part time marketers” to stress the
critical marketing role performed by front-line employees who interact with customers and their

contribution towards delivery and service satisfaction.

Related to this was the emergence of the customer care and quality philosophies of the 1980s.
Christopher et al. (1991) highlight how there was a shift of focus, particularly within service
industries, towards customer care and quality as dimensions that overlap with the marketing
philosophy. Interestingly, they attribute part of this shift to the popularity of Peters and
Waterman’s text In Search of Excellence (1982). They further propose that the natural outcome
of quality service delivery and customer care is the development of relationships through
interaction between employees and customers. As a result, these entities are inextricably linked

(faculty.mu.edu.sa/).

2.3.4. Increased Competition and Concern for Customer Retention

Finally, in the post-industrialization period the increase in competitive intensity is forcing
marketers to be concerned with customer retention. As several studies have indicated, retaining
customers is less expensive and perhaps a more sustainable competitive advantage than acquiring
new customers. Marketers are realizing that it costs less to retain customers than to compete for
new ones (Rosenberg &Czepiel, 1999). On the supply side, it pays more to develop closer
relationships with a few suppliers than to develop more vendors. In addition, several marketers
are also concerned with keeping customers for life, rather than merely making a one-time sale

(Cannie and Caplin, 2001).
2.4. Difference Between Transactional and Relationship Marketing

There have been considerable debates in the literature relating to the concepts of transaction and
relationship marketing how both can manage effectively and efficiently. However, in both theory

and practice it appears to be difficult to bring these two perspectives together in order to consider
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the conceptual and practical issues involved. Given that many service organizations aim to reach

all types of customers, this issue is worthy of investigation (Gronroos, 1994).

Often, in the academic literature, transaction customers treated as one-customer segment and
relationship-type customers considered a different segment. In particular, relationship marketing
theorists have separated these two approaches with claims that relationship marketing is
inherently different from transaction marketing (Gummesson, 1998) and that relationship
marketing represents a paradigm shift where relational approaches replace more traditional
marketing activities (Gronroos, 1994). Indeed, relationship marketing has called a new approach
to marketing management and marketing thinking (Gronroos, 1994). Others say that relationship

marketing is a new term representing an old phenomenon (Gummesson, 1994 and Piercy, 1997).

Many believe that relationship marketing is primarily relevant in the context of an organization
and its customers (Gordon et al., 1998). Others expand the domain to encompass horizontal and
vertical stakeholder relationships in a collaborative effort to improve customer value (such
themes originate in the work of the Industrial Management and Purchasing Group in
Scandinavia). Relationship marketing has viewed as a means of implementing efficient
marketing practices such as customer retention, customer responsiveness and organization-wide
cross-functional involvement. These practices believed to result in increased profitability for the
firm and increased value and satisfaction for the consumer (Peck et al., 1999). Many consider
relationship marketing to be an academic concept and believe that practitioners as a matter of
course carry out relation-focused marketing. It argue that in practice, business managers know
the importance of focusing on the customer, the importance of retention and the significance of
developing customer-oriented marketing offers. The underpinning themes of relationship
marketing are an essential part of the marketing concept. Thus, a more generic definition of
relationship marketing that takes account of marketing in practice may include collaborative
relationships, networks and processes involving the customer, the firm and all stakeholders

(Anderson and Narus, 1991; Gummesson, 1994; Piercy, 1997).

Transaction marketing defined in terms of discrete transactions and repeated transactions
(Webster, 1992). Discrete transactions are both parties receive and give benefit or value, which
in a commercial venture related to some form of profit achievement. Hence, the organization’s

primary focus is on achieving profitability through successful exchange of a product or service.
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In this case, the most important service dimensions related to product activities, distribution
activities, pricing activities and achieving competitiveness by managing costs efficiently. Most
marketing transactions happen within the context of repeated transactions where the customer
repeatedly buys a product or service. In repeated transactions, there is recognition of the
economic, but also the non- economic motivations, preferences and patterns of behavior of the
potential exchange party, in so far as understanding these can yield additional profitability and

justify higher prices (Baker et al., 1993).

Hence, while the price is still important, other activities that facilitate demand stimulation such
as brand loyalty, differentiation and preference (Webster, 1992) may also be significant.
Therefore, transaction marketing incorporates mass marketing but may also include more 16
personalized, direct interactions between the two parties to an exchange, such as the personalized
interaction that may happen between the buyer and the firm’s salesperson. In moving beyond the
discrete transaction, repeat purchases, brand loyalty, satisfaction with the product and repeated
personal interactions mean that relationships may be established.Relationship marketing and
transactional marketing are not mutually exclusive and there is no need for a conflict between
them. A relationship-oriented marketer still has choices at the level of practice, according to the
situation variables. Most banks blend the two approaches to match their portfolio of products and
services. Virtually all products have a service component to them and this service component has

been getting larger in recent decades (Vandermerwe, &Rada, 1988).
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Difference Between Transactional and Relationship Marketing

Extensive marketing (Transactional) | Intensive marketing (Relationship)

- Increase customer number -Increase frequency of customers’ visits

- Increase sales -increase the volume of sales per customer

- Profit growth - developing personal relationships with clients
- Increased exchange trader -keeping old customers

- Attract new clients -improved relationships to the clients

- Transaction efficiency -customer retention

- Launching new products -cross selling products

- Market share growth

- Opening new branches

2.5. Problems with the Traditional Marketing Approach

However, the traditional marketing mix approach of the 4Ps criticized for a number of reasons.

These summarized as follows:

The approach assumes that all clusters or segments of customers are similar and treated in a
standardized way.The approach assumes consumers are passive absorbers of marketing
information. However, with advances in multimedia technology, there are increasing
opportunities for two-way communication and interaction between consumers and marketing
organizations using interactive media. Consumers are also increasingly communicating with
each other about marketing organizations (e.g. blogs). It assumes short-term and often one-off
transactions based around the exchange of goods for money. Therefore, the focus of this
approach is on a core product or service that exchanged almost entirely for money with little

value added in terms of additional services. However, the notion of a product with features that
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customers inspect and then buy is too simplistic! In many markets, there is a periodic and
ongoing demand for products or services giving the opportunities for some sort of ongoing
relationship to develop between the provider and the customer (again, think of a trip to the
hairdresser, dentist or corner shop!) Therefore, in a relational context, the offering includes both
a core product and additional value-adding aspects. This may be something as simple as a social
chat about where you are planning to go on holidays, to collecting points on a loyalty card. Thus,
in a relational context, the value-adding offering and its management can become extremely
complex. Finally, it over-simplifies the variables required within certain marketing contexts and

fails to capture the broader complexity inherent in many markets (faculty.mu.edu.sa/).

2.6. Benefits of Relationship Marketing

According to Mudie and Pirrie (2006) benefits of relationship, marketing to the customers and

service providers are:
2.6.1. Benefits to the Service Provider

Relational customers tend to increase their purchases over time, either because they are
consolidating their purchasing onto a preferred supplier or because their own business/family has
grown and there is a need for more.Experienced customers tend to make fewer demands on the
supplier and fewer mistakes in their operation of the service. Therefore, productivity is improved
and operating costs has reduced.Long-term satisfied customers will engage in positive word-of-
mouth recommendation, thereby reducing the marketing spend necessary to attract new buyers.
There is less need to offer price promotions to this group. Indeed these customers are likely to be
less price-sensitive than others (which do not mean they have no price sensitivities). In addition
to economic benefits, establishing long-term relationships with customers leads to improved
levels of trust and commitment. These can play a powerful role in consumer acceptance of new
service initiatives, and in increased tolerance of occasional services failure (Mudie and Pirrie,

2006).
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2.6.2. Benefits to the Customer

The benefits arising from a relational approach do not solely accrue to the service provider.

There are also customer benefits. These fall under three main headings: confidence benefits,

social benefits and special treatment benefits:

>

Social benefits over time, customers develop a sense of familiarity and even a social
relationship with their service providers. These ties make it less likely that they will switch,
even if they learn about a competitor that might have a better quality or lower price. Often
arise when the customer receives more than the technical benefits of the service: the local
restaurant that remembers where you like to sit, the hairdresser that knows (and asks after)
your family. In such cases, there is a more intimate dimension to the customer’s relationship
with the service provider than with many others. The service provider has become part of
the customer’s (life) support system. Such relationships not confined to consumer services.
They can also be present in business-to-business markets. Indeed, it has suggested that
professional service companies need to be careful not to let staff form specific intimate
relationships with clients since they could be vulnerable to customer attrition if they lose
these members of staff.

They can also be present in business-to-business markets. Indeed, it has suggested that
professional service companies need to be careful not to let staff form specific intimate
relationships with clients since they could be vulnerable to customer attrition if they lose
these members of staff.

Special treatment benefits include such things as getting preferential treatment, as with the
loyalty schemes operated by most major airlines. Interestingly, special treatment benefits,
while important were less important than the types of benefits received in service
relationship. Although special treatment benefits can clearly be critical for customer loyalty
in some industries, they seem to be less important to customers overall (Mudie and Pirrie,

2006

Generally, relationship marketing plays a vital role in many consumer and business-related

services. It focuses on the needs of customers and other stakeholders in order to develop a

mutually beneficial relationship. Apart from increasing the levels of involvement of both the

parties, relationship marketing often leads to long-term loyalty and support. Increasingly,
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relationship-marketing strategies tend to focus on customer retention by offering higher levels of
customer service and quality and gaining repeated customer contacts. The major goals of
relationship marketing are to develop customer involvement, commitment, trust and loyalty. It
has also identified as being of prime importance in business-to-business marketing. Service
organizations need to shift their focus from acquisition of new customers to retaining the existing
customers. Service organizations also need to identify existing customers as valuable assets to
their business in the long-term, and develop strategies that result in satisfactory outcomes (Mudie

and Pirrie, 2006).
2.7. Levels of Relationship Marketing Strategies

With the key building blocks of relationship marketing in place, the company is ready to design
its relationship strategy. Berry and Parasuraman (1991) have developed a framework to assist in
the design of relationship strategies. This framework depicts four levels of bond that the service

provider can deploy: financial, social, customization and structural (Mudie and Pirrie, 2006).
2.7.1. Financial Bonds (Level One)

At this level, the customer is tied to the firm primarily through financial incentives, lower price
for greater volume purchase or lower price for customers who have been with the firm a long
time (Zeithaml&Bitner, 2004). For many, this type of bond represents the starter pack in terms of
building customer relationships. Customer is incentivizing with reduced prices over time for
remaining with the company. On the other hand, some sort of volume discountcan offered for
taking a larger share of the customer’s business or merely increasing the volume or value of the
business that done. Unfortunately, financial incentives do not generally provide long-term
advantages to a firm because, unless combined with another relationship strategy they do not
differentiate the firm from its competitors in the long run. While, price and other financial
incentives are generally not difficult for competitors to imitate because the primary customized

element of the marketing mix is price (Zeithaml&Bitner, 2004).
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2.7.2. Social Bonds (Level Two)

Level two strategies bind customers to the firm through more than financial incentives. Price is
still important marketers build relationship through social and interpersonal as well as financial

bonds (Zeithaml&Bitner, 2004).

Companies seek to build intimate relationships through social or interpersonal bonds. The
customer is no longer faceless (sometimes even nameless). He is a ‘client’, ‘partner’ and in some
cases even a ‘stakeholder’. Historically this has predominantly practiced in business-to-business
services. The advertising agency account manager will be charge by his or her agency with
having a strong bond with the marketing director of the client company. The account manager
will expect to socialize with the client and listen to their worries. In return, the client is not
expect to complain when the agency delivers late and over-budgets. Sometimes the social bond
is not between the customer and the service employee but it formed between customers. These

relationships bind them to the service provider (Mudie and Pirrie, 2006).

Social bonds alone may not tie the customer permanently to the firm, but they are much more
difficult for competitors to imitate. In the absence of strong reasons to shift to another provider,
interpersonal bonds can encourage customers to stay in relationship. In combination with

financial incentives social bonding strategies may be very effective (Zeithaml&Bitner, 2004).
2.7.3. Customization Bonds (Level Three)

The service provider is attempting to create these types of bonds when it customizes the service
that delivered to particular groups of customers: in other words, the provider tailor makes the
service to the needs of the customer. In the arena of business-to-business servicesthe service
provider may have no alternative other than to customize its offering. Consider the accountancy
firm or the commercial law practice: the service they offer one particular client is unlikely to be
identical to that offered to any other. The customer bonded to the service provider through this
customization. For many such services, there is often a high cost for the customer of switching to
another service provider. Therefore, where customizing the service becomes de facto a necessary
component of service delivery, the service provider should also be monitoring the relationship to

ensure the customer remains positively predisposed to the company (Mudie and Pirrie, 2006).
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Two commonly used terms fit within customization bonds approach: mass customization and
customer intimacy. Both of these strategies suggest the customer loyalty can be encouraged
through intimate knowledge of individual customers and through the development of one to one
solution that fit the individual customer needs. Mass customization has defined as the use of
flexible process and organizational structure to produce varied and often individually customized
products and services at the price of standardized, mass produced alternatives. Mass
customization does not mean providing customers with endless solutions rather it means
providing them with little effort on their part with tailored services to fit their individual needs

(Zeithaml&Bitner, 2004).

2.7.4. Structural Bonds (Level Four)

Level four strategies the most difficult to imitate and involve structural as well as financial, social,
and customization bonds between the customer and the firm (Zeithaml&Bitner, 2004). As with
customization, these types of bond are more prevalent in business-to- business markets. Structural
bonds often occur where the services offered by the service provider designed into the systems or
processes of the client company. An example would be a research company that designs a system to
gather electronic point of sale from every cash register of a high street retailer, and then feeds this
information back in virtual real time to the retailer and their suppliers to ensure stores have the right
stock on the shelves. However, some companies that are serving the public are also building
structural bonds into their service delivery, although in many cases these are reserved for their
business-to-business segments (Mudie and Pirrie, 2006).

2.8. Dimensions of Relationship Marketing

2.8.1. Informational Dimension

Informational dimension regards the general communication of the company with the market,
and with its customers, especially for gaining as much as possible information about the
customer. This communication takes places carefully and directed to a target. It must be making
in both directions. The information about the client must be collect systematically and
rigorously. The existence of some customer databases within the marketing informational system

is strictly necessary (pop and pleau, 2006).

The company has to structure its clients, according to their importance for their financial results.
In the same way as the company is preoccupied to gain new customers, it must decide which
customers should be give up. The selection should be doing according to some quantitative

indicators as the customer lifetime value or the customer profitability (Foscht and Swoboda,
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2005) or some qualitative indicators, as the customer profit, the quality of the communication,
and perspectives of future developments on the market. An important source of information

about the customers represents the complaint and reclamation management (Kukat, 2005).

The informational dimension of relationship marketing is very complex. Analyzing the evolution
of the biunivouque relation between company and customer, the information about the state of
this relation (satisfaction/ dissatisfaction with the services of the company, perspectives of
fidelity, loyalty and even enthusiasm of customers) should be recorded (Pop, 2005). Similar to
election barometer, there must be doing a customer barometer on base of periodic research as for
instance panel research, which measures the level of satisfaction of the customer towards

products, services or trademarks.
2.8.2. Management Dimension

Management dimension of relationship marketing, regards all decisions about managing the
relation between the company and its customers. These relations can be structure after their

nature, as follows:

a) Relations regarding the contract

* Pre-contractual relations

* Contractual relations

* Post-contractual relations

b) Relations regarding the demand and offer of information

* Available information for the customers

* Information asked by the customers from the company

c) Relations generated by the reaction of the customers towards the offered Service
» Satisfaction

» Enthusiasm
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* Complaint
* Reclamation

d) Relations generated by the multiplication effect of satisfied / unsatisfied customers on

potential customers (pop and pleau, 2006).

Accordingly to this, the decision making process has to be adapted to this kind or relations in
order to assure a continuity for the economic activity of the company. If the first kind of relation
(a) represents the formal frame of the cooperation and belongs to the tasks of the sales
department, all other relations (b, ¢ and d) have an informal character and they belong to the

responsibility field of the marketing department (pop and pleau, 2006).
2.8.3. Instrumental Dimension

Instrumental dimension refers to all instruments that the company uses in order to attach its
clients to its products, services or trademarks for the long term. This dimension should not be
regard as an inventory of methods used occasionally, depending on the market situation. It rather
refers to the way in which the company combines all methods in one system in order to make
customers loyal. For instance, a company introduces a bonus system for trustworthiness or a
collection of books. Nevertheless, the only listing of such instruments is not enough to define the
instrumental dimension of relationship marketing. The various methods of attaching the
customers have to be applying in a certain order and in a certain combination, depending on the
nature, characteristics and particularities of each client. The way, in which a financial institution
tries to attach one commercial client, for instance a building entrepreneur differs from the way in
which they attach a private person. In the use of the instruments for attaching customers, one will
take in account the costs involved for the attachment in comparison with the expected effects

(pop and pleau, 2006).
2.8.4. Organizational Dimension

Organizational dimension needs a certain structure of the company according to the efforts used
for the management of the relationship with the customers. Within the functional departments of
the company, new jobs appear with new responsibilities, tasks and different functions. For

instance in the marketing department, the personnel responsible with the market research will be
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divided, and a new job responsible for the management of the customer databases will appear.
As mentioned before, a new position will be the relationship manager. To his responsibilities
belong the politic of assisting the relationship with the customers, depending on their importance
for the company (principal customer, permanent customer, occasional customer etc.). The
responsibilities of the personnel, which are in permanent contact with the customers (sales
persons, service personnel, call centre personnel) should be permanent up to date with the
expectations of the different categories of the representative of the demand (pop and pleau,

2006).

Figure 2.2: Dimensions of relationship marketing

Informational Management

Dimension Dimension

\

Customer Relationship
Marketing

Instrumental

Dimension Organizational

Dimension

Source: Pop and Pelau, 2006
2.9. Necessary Conditions for Relationship Marketing

A relationship develops between a customer and an organization when there are benefits to both
from one or more exchanges. For a profit-maximizing firm, the benefits of a relationship with
end users arise from the economics of retention (Reichheld, 1996), insulation from competition

(Anderson and Sullivan, 1994), and so forth. For the customer, the benefits of a relationship with
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the organization include customization and decreased costs due to efficiencies in dealing with

known suppliers, including lower search costs and risk reduction (Sheth and Parvatiyar, 1995).

2.9.1. Customization

Relationship marketing in mass markets requires that the market consist of different benefit
segments that can potentially be serving by differentiated products (Bolton and Bhattacharya,
2000). In other words, customization must be possible within the product category for
relationships to develop via products (including branding and image), people or technology.
Mass customization is generally considering a tool to build loyalty when mass-market quality is

no longer a sufficient differentiator (Gilmore and Pine, 1997).

Mass customization began in service industries, where customization is necessary due to
simultaneity of production and consumption. Service operations or employees may customize the

process and/or the outcome of the service for the customer (Bolton and Bhattacharya, 2000).
2.9.2. Customer Intimacy

Relationships involve one or more exchanges over time. However, a key feature of relationship
marketing is its explicit recognition that exchanges between organizations and customers extend
beyond strict economic boundaries (Hunt and Morgan, 1994). For example, it recognizes that
emotions as well as cognition play a role in the relationship between the buyer and the seller. In
mass markets, relationship marketing can facilitate customer intimacy by invoking emotions in a
variety of contexts. Broadcast media can create a sense of identification or affiliation with the
organization. Organizational procedures can influence customers’ perceptions of the fairness of

the exchange relationship (Lind and Tyler, 1988).

Substantively personalized service can influence customers’ perceptions of the helpfulness and
friendliness of the organization (Surprenant and Solomon, 1987). In favorable situations, these
circumstances can invoke emotions such as happiness, pride, and achievement. In unfavorable

situations, these same circumstances can invoke emotions such as anger and frustration.
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Customers and employees in organizations who engage in favorable relationships feel a sense of

“commitment” or “connection” towards one another (Morgan and Hunt, 1994)

2.9.3. Two Way Interactions

The very notion of an exchange relationship between the organization and the customer requires
a (direct) two-way interaction. In mass markets, organizations typically have a variety of ways of
contacting customers via the marketing mix. To practice relationship marketing in mass markets,
managers must ask. Can customers contact the organization? In service organizations, the
customer frequently interacts with the organization when he/she exposed to service employees,
such as salesperson, a customer service representative or a service provider e.g., the claim taker

at an insurance company (Bolton, and Bhattacharya, 2000).
2.9.4.Extended Time Intervals

The relationship between an organization and a customer occurs over a time interval that may
encompass one or more exchanges. However, even if the interval includes a single monetary
transaction, the exchange relationship often extends beyond the time of the actual sale. Since the
exchange involves psychological/social resources, as well as economic resources, the duration of
the relationship includes the various stages of the selling process either prior to a particular sales
transaction (e.g., interior decoration or real estate), during the sale (e.g., automobiles), or

afterwards e.g., maintenance and repair of appliances (Bolton, and Bhattacharya, 2000).
2.10. Relationship Marketing in the Banking Sector

The banking sector is becoming increasingly competitive around the world. This is particularly
true in the area of small-medium business banking. Further, the core and actual product being
offered to business customers could be considered reasonably homogenous. Consequently, there
is an increased need for banks to differentiate themselves from competitors at the augmented
product level. One way that this might be achieved is to develop longer-term relationships with

their key customers (Heffernan et al, 2008).
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Customer oriented relationship marketing program that enhance the flow of information between
the bank and customers increase customers’ positive feelings towards their bank, thereby also
increasing satisfaction and relationship strength (Barnes and Howlett, 1998; Ennew and Binks,

1996).

Relationship marketing strategy, apart from its ability to help understand customers® needs, can
also lead to customer loyalty and cost reduction (Ndubisi, 2004). In fact, the popularity of
relationship marketing is fed by the fact that building relationships is beneficial for both
customers and the enterprise. Long-term relationship between a bank and its customers brings
numerous financial benefits to both bank and customer, which have a real economic value (Bae

et al., 2002; Ashton and Pressey, 2004).

Reichheld (1993) reported that a 5 percent increase in customer retention typically grew the
company’s profit by 60 percent by the fifth year. In addition, long-term relationships between
banks and their customers allow for the systematic monitoring of borrowers for credit
assessment, enforcing contract compliance and as a conduit to gather information for
profitability, distribution and pricing which leads to greater satisfaction, repurchase, and positive

word of mouth (Ashton and Pressey, 2004).

Moreover, if a bank builds and maintains good relationships with customers it cannot be easily
replaced by the competitors and therefore provides for a sustained competitive advantage.
Thereby relationship marketing is about the mutually beneficial relationship that can be

established between customers and the bank (Gilbert and Choi, 2003).
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1. Description of the Study Area

After the downfall of the Dergue, the private sectors involvement started after Monetary and
Banking proclamation No.83/1994. Dashen bank is privately owned company established in
1995 in accordance with the Licensing and supervision of banking business proclamation
No0.84/1994 now superseded by proclamation No0.593/2008 A proclamation to provide for
Banking Business to undertake commercial banking activities. The first founding members were
11 businessmen and professional that agreed to combine the financial resource and expertise to
form this new private bank.

The Bank obtained its license from the National Bank of Ethiopia (NBE) ON 20 September 1995
and started normal business activities on January 1996.1t operates through its Head Office in
Addis Ababa and above 300 branches, 6 Foreign Exchange Bureaus, 953 point of sale (PoS)
terminals and 220 Automatic Teller Machines (ATMs) located in and outside Addis
Ababa.(annual report for the year in June 30,2016)

3.2. Research Design

Descriptive research is used to describe some aspect of a phenomenon, i.e., the status of a given
phenomenon. It can help understand a topic and lead to causal analysis. It aims to describe the
state of affairs as it exists and interpret what is (Kothari, 2004). Accordingly, the study is a
descriptive type of research because it describes how the bank practiced relationship marketing
based on the theories drawn from the literature.

3.3. Research Approach

Both qualitative and quantitative research approaches have been employed. Qualitative approach
to research is concerned with subjective assessment of attitudes, opinions and behavior (Kothari,
2004). Such an approach to research generates results either in non-quantitative form or in the
form that are not subjected to rigorous quantitative analysis. Generally, the techniques of focus
group interviews, projective techniques and in-depth interviews are used. In addition, the
purpose of qualitative research is to gain a deeper understanding and describe a problem.

Quantitative research is based on the measurement of quantity or amount. It is applicable to
phenomena that can be express in terms of quantity (Kothari, 2004). The purpose of quantitative
research is to gather, analyze, and measure statistical data. In a quantitative research approach, a
number of objects selected and studied in order to increase the ability to draw general
conclusions. Many researchers who use both methods gain the best of both quantitative and
qualitative research approaches (Creswell, 2003)

39



The student researcher used both qualitative and quantitative research approaches and the
research design method that was applied on this particular thesis is descriptive research design.
This methodology searches for description and to find out detail and vivid information from
customers and Relationship manager of the bank.

3.4. Population, Sample size and Sampling Technique

Population of this study included customers of Dashen bank in Addis Ababa branches. To select
the sample population of the study the student researcher has applied non-probability sampling
method specifically convenience sampling technique, because it is difficult to access all
customers of the bank with in specific period of time to collect data so it is best to collect data
from customers at hand. Research carried out on relationship marketing in the banking industry
indicates that researchers used large sample sizes ranging from about 200 to 1000 respondents
(Narteh, 2009). Burns (2000), advises novice researchers to use large sample sizes as much as
possible because it maximizes the possibility that the mean, percentages and other statistics will
reflects the true estimates of the population. Again, large sample sizes give the effects of
randomness the chance to work of errors are reduced as the sample size increases (Malhotra and
Birks, 2007). Dashen bank has more than around one million customers over all the country. For
the purpose of this study, the student researcher has taken 90,980 customers registered in three
branches of the bank database as a sample frame. The branches were selected based on number
of customers they have from their category and convenience to the student researcher. Therefore,
the student researcher has selected 387 respondents from three branches of thebank located in
Addis Ababa, by applying 95% confidence level, 5% margin of error (research advisor)

Questionnaire was distributed to three hundred eighty seven (387) customers of the bank served
at those three branches. Dashen bank has a system of grading branches based on their time of
establishment and number of customers served at the branch. Therefore, the sample was taken
from different braches based on the establishment and customer concentration on the branch. The
branches selected for the study are Bole branch, Megenagna branch and Tana branch.
Questionnaire was distributed to the branches based on their deferent district. To investigate how
the bank is developed and implement relationship marketing the student researcher was
conducted interview with marketing manager of the bank.

Convenience sampling was applied to select the respondents of the questionnaires due to the
accessibility of participants while they are at the bank.

3.5. Sources of Data

Both primary and secondary sources have been used to acquire data from different research
participants. Primary data was acquired from respondents through questionnaires and interview.
Secondary data was obtained from books, reports and database of the bank.

3.6. Data Collection Instrument
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The two categories of data collection techniques used in scientific research are quantitative or a
qualitative research design (Kothari, 2004). Within each category are hosts of specific designs
such as experiments, field surveys, case research, ethnographic studies, and so forth. Quantitative
designs are intended to collect primarily quantitative data such as numeric scores and metrics,
while qualitative designs are aimed at collecting qualitative data, such as interview or
observational data. Accordingly, this study has collected both qualitative and quantitative data.
Quantitative data was collected by using close-ended questionnaires that managed by Likert five
scale points starting from strongly agree up to strongly disagree and qualitative data collected
through semi-structured interview with marketing manager of the bank.

3.7 Reliability Test

Cornbrash’s Alpha coefficient of reliability (or consistency) is a measure of squared correlation
between observed scores and true scores. Zikmund and Babin (2010b) noted, “Reliability is an
indicator of a measure’s internal consistency”. Reliability is thus measured in terms of the ratio
of true score variance to observed score variance (Garson, 2005). (Garson) also adds that the
more consistent within-subject responses are, and the greater the variability between subjects in
the sample, the higher Cronbach's alpha will be; also, the alpha will be higher when there is
homogeneity of variances among items than when there is not.

A benchmark alpha of .70 was set as an acceptable measure of reliability (Cronbach, 1951).

Thus, the variables reliability test of this research is summarized as follows.
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Reliability Test of the research
Cornbrash’s Alpha
Table 4.3 Reliability Test of the Research

Variables Cornbrash’s Alpha

Informational dimension | .978

Management dimension | .984

Instrumental dimension 986

Organizational dimension | .991

Source: Researcher’s Survey Finding 2017

Variables of the study scored more than the benchmark alpha which is .70 considered by
different researchers. As it mentioned in the above table informational dimension scored .978,
management dimension scored .984, instrumental dimension scored .986, and organizational
dimension scored .991. Therefore, there is high internal consistency among the variables and

they evaluate the same things.

3.8. Data Analysis Method

Data analysis consists of examining, categorizing, tabulating, testing or otherwise recombining
both quantitative and qualitative evidence to address the objective of the study (Yin, 2003). The
data of the questionnaires was input in an electronic spreadsheet to organize and for further
analysis of results. Statistical analysis was conducted by using SPSS (Statistical Package for the
Social Sciences) software. The data analysis has used descriptive statistics tools such as
frequencies distributions, mean, standard deviation, table, graph, and reliability analysis.

3.9 Ethical Consideration

The researcher maintained scientific objectivity throughout the study, recognizing the limitations
of his competence. Every person involved in the study was entitled to the right of privacy and
dignity of treatment, and no personal harm was caused to subjects in the research. Information
obtained was held in strict confidentiality by the researcher. All assistance, collaboration of
others and sources from which information was drawn is acknowledged.
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CHAPTER FOUR
DATA ANALYSES AND INTERPRETATIONS
4.1 INTRODUCTION

The purpose of this study is to assess the practice of relationship marketing in Dashen bank by
asked customers different questionnaires designed in terms of the four dimensions stated in the
literature review and through conducted interview with the marketing manager of the bank.
Thus, this chapter encompasses analysis and interpretation of data acquired from the
questionnaire and analysis of data that was obtained from interview with marketing manager of
the bank. To analyze the data descriptive statistics was employed by using tables and graphs. In
the first part, profile of respondents and summary of findings has been analyzed; lastly, summary
of interview has been presented.

4.1.1. Data Coding

After the data file was checked and adjusted, the coding phase followed. Coding is “The process
of assigning a numerical score or other character symbol to previously edited data” (Zikmund et
al. 2010). The statements in the first part of the questionnaires demographic characteristics were
investigate. Accordingly, male was coded as 1 and female was coded as 2, other demographic
factors were coded from 1 to 5 in the case of age and, from 1 to 6 for education level, from 1 to 5
for occupation. Second parts of the questionnaires were used with a five-point Agree-Disagree
scale. In this scale, strongly disagree was coded as 1 and strongly agree was coded as 5. The
points in between were coded as 2, 3, and 4.

In the study, 387 questionnaires were distributed to three selected branches of the bank and 367
of them were returned among them due to incompleteness only 367 questionnaires were found to
be usable. The questionnaire was translated into Amharic by the student researcher and it was

distributed to the customer the Amharic version of questionnaires.

Tabel 4.1 Distribution of questionnaires to the branches of Dashen bank and rate of returned and
unreturned questionnaires

Name of | Distributed percentage Valid Present | unreturned | Improperly Unreturned and
breach questioners returned filed improperly
questioner filled
Megenagna 142 37 142 100 0 0 0
branch
Bole branch | 125 32 115 92 6 4 10
Tana branch | 120 31 92 8 2 10
110
Total 387 100 367 192 14 6 20

Source: Researcher’s Survey Finding 2017
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4.1.2. Analysis of Demographic Data

Demographic analysis included sex, age, occupation, experience, and educational background of the
respondents. These demographic variables make the research easily understand by the readers who
were involved in the study and it helps to identify characteristics (background) of the respondents

Table 4.2 Respondents’ profile

variable frequency percent Valid Cumulative
percent percent
Gender of Male 243 66.21 66.21 66.21
respondent Female 124 33.79 33.79 100
Total 367 100 100
Age of 18-30 69 18.8 18.8 18.8
respondent 31-40 81 22.08 22.08 40.88
41-50 69 18.8 18.8 59.68
51-60 96 26.15 26.15 85.83
60+ 52 14.17 14.17 100
Total 367 100 100
Educational | Elementary |22 5.99 5.99 5.99
b?ckgm“"d High School | 31 8.45 8.45 14.44
0
respondents "y, jom, 84 22.89 22.89 37.33
Degree 124 33.79 33.79 71.12
Masters 22 5.99 5.99 77.11
Other 84 22.89 22.89 100
Total 367 100 100
Experience | Below one |7 1.9 1.9 1.9
with the year
bank 1-3 116 31.62 31.62 33.52
3-5 120 32.69 32.69 66.21
Above 5| 124 33.79 33.79 100
years
Total 367 100 100
Occupation | Government | 97 26.43 26.43 26.43
of 62 16.89 16.89 43.32
respondents | Privet
Self- 18 50.95 50.95 94.27
employed
Unemployed | 21 5.73 5.73 100
367 100 100
Total

Source: Researcher’s Survey Finding 2017
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Analyzing the data obtained from the questionnaire, the above table reveals that, 66.21% of the
respondents are male and the remaining 33.79% of the respondents are female more of the
respondents are male. In terms of age 26.15% of the respondents are 51-60 years old, 22.08% of
the respondents are 31 -40, 18.8% of the respondents are 41-50, 18.8% of the respondents are 18-
30 and the remaining 14.17% are respondent above the age of 60. Most of the respondents
involved in the study are 51-60, for that reason, they are matured enough to provide reliable data
and they might be able to evaluate the relationship marketing practice of the bank in detail.

As shown in the table 33.79% of the respondents involved in this study are degree holders,
22.89% of the respondents are diploma graduates, 8.45% of them are secondary school
completion, 5.99% of the respondents are elementary school, 5.99% are master graduates and
22.89% of the respondents have other background. The higher percentages of respondents are
degree holders and diploma graduates, relatively they have a good understanding about
relationship marketing, and thus they can assess critically relationship-marketing practice of the
bank. 33.79% of the respondents have an experience with the bank above 5 years, 32.69% of
them have 3-5 years’ experience, 31.62% of the respondents have an experience with the 1-3
year and the rest 1.9% of the respondents are a customer of the bank below one year. The
majority of the respondents have an experience more than one year of using the services of the
bank, hence, they are well informed about the relationship marketing practice of the bank and
they can evaluate the implementation of RM in detailed.

The above table showed that, the highest percentage of respondents are self-employ 50.95%,
16.89% are working in private sectors as an employee, 26.43 % are working in government,
4.7% and the remaining 5.72 % are unemployed.

Therefore, customers of the bank involved in the study are working in different sectors, they
could investigate RM practice of the bank from different perspectives, and it helps to obtained

reliable data.

4.2. Analysis of Relationship Marketing Dimensions

4.2.1. Informational Dimension

Informational dimension deals with the communication of the company with its customers in
different perspective (pop and pleau, 2006). The study considered informational dimension as

one of the variables to assess RM practice of the bank. Accordingly, there were
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differentstatements designed to assess implementation of RM in Dashen bank from the point of
informational dimension. Thus, as discussed in the table below Reliability and updated
information provided by the bank scored the highest mean that is 4.04. Employees of the bank
provide all necessary information to customer kindly any time scored the second highest mean in
this dimension 3.92 Employees’ communication with customer intimately scored 3.81, providing
information to customers about new service by using mobile message, email so on scored 3.7,the
bank conduct survey to identify customers interest and to maintain the relationship with
customer scored 3.63,avalibelty of all necessary information about customer in the data base
scored 3.60 mean. The lowest mean scored is 3.42 The bank uses of customers' complaint as a

source of information to improve its service

Table 4.4 Informational Dimension of RM

variable N Minimum Maximum Mean Std.
Deviation

1 The bank periodically conduct survey
to identify interest of customers and to 367 1 5 3.63 1.135
maintain its relationship
2 The employees of the bank discuss

367 1 5 3.81 925
with me intimately to fulfill my interest
31 believe the bank has all necessary

367 2 5 3.60 1.181
information about me in its database
4 The employees of the bank provide me
all necessary information that I want at 367 2 5 3.92 .855
any time kindly
5 The bank informs me periodically
about new service by mobile and email 367 3 5 3.70 719
messages
6 The information provided by the bank
L 367 3 5 4.04 .647
is reliable and updated
7 The bank uses customers' complaint as
a source of information to improve its 367 1 5 3.42 .996
service
Valid N (list wise)

367
Average

3.731 922

Source: SPSS descriptive statics result based on questionnaire survey, 2017
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4.2.2. Management Dimension

The management dimensions of relationship marketing are regarding all decisions about managing
the relation between the company and its customer (pop and pleau, 2006). Thus, to assess how
Dashen bank managing the relation with its customer was designed as one dimension in the study.
Therefore, excellent treatment of employees to their customers scored the highest mean value in
management dimension 4.16. Satisfaction of customers to their relationship with the bank scored 4.0
the second highest mean Dedication to keep on the relationship scored 3.96. Good attitude of
customers towards the way Dashen bank manages relationship marketing scored 3.84. Satisfaction of
customers to their relationship with the bank scored 3.83 and knowledge of the employees about
relationship marketing and how managed it scored 3.89 knowledge of the staff about RM scored
3.78. Commitment of the bank to sustain the relationship it has with customers scored 3.77, and
listening and correct complains came from customers scored 3.34. The bank participated customers

on decisions that affect the relationship scored 3.26 that is the lowest mean value in this dimension.

Table 4.5 Management Dimension of RM

Variable N Minimum Maximum Mean Std.
Deviation
1 The bank allows me to participate on decision that affect . s
our relationship 367 3.26 1.286
2 The bank is devoted to sustain the relationship we have 3 5
367 3.77 .621
3 I am dedicated to keep on the relationship with the bank 1 5
367 3.96 .544
4 The bank listens and corrects complaints that come from
) ) 367 2 5 3.34 .862
customers immediately
5 The staff members are knowledgeable about relationship
367 1 5 3.78 1.104
marketing and how it is managed
6 The employees of the bank identify their customers and
367 3 5 4.16 823
treat them in good manner
7 I am satisfied with relationship I have with the bank 367 2 5 4.00 957
8 I am happy about the way Dashen Bank managers
PPy Y & 367 1 5 3.89 1.155
relationship marketing
Valid N (leastwise)
367
Average 3.77 0.919

Source: SPSS descriptive statics result based on questionnaire survey, 2017
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4.2.3. Instrumental Dimension

Instrumental dimension refers to all instruments that the company uses in order to attach its clients to

its products, services or trademarks for long term (pop and pleau, 2006).

Preparation of all necessary materials for customers in order to get the service easily and quickly
scored 4.49 that is mean values this dimension .color of the wall and lightening system to get service
and to stay scored 4.06 the second highest mean. Quick delivery if service by the staff scored3.95
mean. Customization of service to satisfy customer interest scored 3.87 Availability of ATM machines at
convenient places scored 3.77, and attractiveness of the room to get service scored 3.01functionality
of the ATM machines including weekend scored the least mean that is 2.84in instrumental

dimension.

Table 4.6 Instrumental Dimension of RM

Variable N Minimum Maximum Mean Std.
Deviation
1 The bank operate ATM(Automatic Teller
367 1 5 3.77 734
Machine) at convenient place for customers
2 The ATM is always working including on
367 1 5 2.84 1.412
weekends
3 The room arrangement of the bank is
367 1 5 3.01 1.438
attractive and comfortable
4 Color of the wall and lightening is attractive
367 2 5 4.06 778
and convenient to stay
5 The employers of the bank delivers service to
. 367 3 5 3.95 730
customers quickly
6 The bank always prepares materials needed to
) 367 4 5 4.49 .500
facilitate the service(pen ,transaction forms etc)
7 The bank customize its service to satisfy my
) 367 1 5 3.87 .944
interest
Valid N (listwise) 367
Average 3.712 0.933

Source: SPSS descriptive statics result based on questionnaire survey, 2017
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4.2.4. Organizational Dimension

Organizational dimension needs a certain structure of the company according to the efforts used
for the management of the relationship with the customers (pop and pleau, 2006). Easinessof
contacting and discussing with staff members of the bank including managers the bank scored
4.09 the highest mean value in the dimension. The relationship of the bank exceeds customer
expectation scored 3.84 mean values. Easily socialize with employees and customers of the bank
have scored 3.81 mean. The organizational structure is convenient to work business and create
relationship with the bank 3.81. I believed the bank practiced relationship marketing well scored
3.76, recommendation to others about the good treatment the bank makes to its customers3.34
Categorization of customers based on their financial importance and experience with the bank
scored 3.01 mean. Availability of a unit or department to manage the relationship with customers
scored 2.87. The bank arranges a platform for customers to discuss about the relationship they

have with the bank scored the least mean in the dimension that is 2.17.
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Table 4.7 Organizational Dimension of RM

Variable N Minimum Maximum Mean Std.
Deviation
1 The bank has a unit or department with
responsibility of managing relationship with its 367 1 5 2.87 1.374
customers
2 It is easy to contact and discuss with staff
367 3 5 4.09 .696
members of the bank including managers
3 I socialize myself with customers and staff
367 3 5 3.81 .505
members of the bank easily
4 1 tell to the others about the good treatment the
367 2 5 3.34 .862
bank makes to its customers
5 The bank categorized customers according to
367 1 5 3.01 1.436
their financial importance and their relationship
6 The bank arranges a platform for customers to
367 1 4 2.17 1.188
discuss about their relationship with it
7 The organizational structure is convenient to
work business and create relationship with the 367 1 5 3.81 1.003
bank
8 I found the relationship of the bank exceed my
) 367 2 5 3.84 .861
expectation
9 1 believed the bank practiced relationship
367 2 5 3.76 1.020
marketing well
Valid N (listwise)
367
Average
3.41 1

Source: SPSS descriptive statics result based on questionnaire survey, 2017

4.3. Summary of Survey Findings

Likers scale was used to measure the importance level of factors affecting practices of relationship
marketing. The higher the score, the more the variable are practiced. Five point scales were used to

measure the importance of factors in such a way that mean score could be calculated to determine the
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importance of factors in the RM practice. With five point scales, the intervals for breaking the range

in measuring each variable are calculated as follows: (Kidane, 2012)

Max.-Min. divided to total number of options 5-1/5 =0.8

Therefore, in the difference of 0.8 the mean value categorized from the lowest up to the highest
score. It means that the scores falling between the following ranges can be considered as: The score

between 1.00-1.80 mean lowest practiced (Lowest)

The score between 1.81-2.61 mean low practiced (Low)

The score between 2.62-3.41 mean averages practiced (Average or Medium)
The score between 3.42-4.21 mean well practiced (High)

The score between 4.22-5.00 mean very well practiced (Highest)

The average mean of informational dimension is 3.73; it scored maximum 4.04 and minimum
3.42. Relationship marketing practice in Dashen bank in terms of informational dimension
categorized under “well practiced” which is an average mean value of between “3.42-4.2". This
shows that Dashen bank could provide all necessary information to its customers, the
information is reliable and updated, and the bank tries to identify the need of customers through
different ways. Additionally, the bank works to solve complaints raised from customer and uses
the complaints as a source of information to improve its service and the bank have all necessary
information about its customers on the database. Therefore, as far as the informational dimension
is concerned, Dashen bank practiced relationship marketing in a good manner. Due to this fact,
the mean score has shown that, majority of the customers have agreed that the bank practiced

RM well in terms of the dimension.

Management dimension scored an average mean of 3.77 with maximum 4.16 and minimum 3.34.
Accordingly, when the relationship marketing practice of the bank measured in terms of this
dimension it categorized under “well practiced” similar to informational dimension. It means
that the bank is committed to sustain the relationship with its customers, the employees of the
bank treated customers well and the employees have good knowledge about the concept of
relationship marketing as well as how to manage it. Besides this, customers are devoted to

continue their relationship with the bank, they are happy about the relationship they have with
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bank, and the bank is committed to listen plus to correct complains raised by customers. The
bank allowed customers on decisions that affect the relationship with the bank obtained the least
mean 3.34; this means majority of the customers are agree in the statement while they measured
the bank’s implementation of relationship marketing. In general, Dashen bank practiced

relationship marketing well in terms of management dimension.

Instrumental dimension attained an average mean of 3.71 with maximum 4.49and minimum
2.84. It sorts out under “well practiced” value because, the mean value is more than average and
below the highest mean value. Thus, Dashen bank customized its service to meet the need of
customers, it prepared all necessary materials to facilitate the service for customers, the room
arrangement is good, lighting and color of the wall is attractive to stay as well as to get service,
and employees of the bank provide service quickly to customers. The bank operates ATM
machines in different places and the ATM machines provide service including weekend scored
3.77 and 2.84 respectively. An average mean value of the last statements is below high and it is
moderate or neutral. This means among the items tested in the dimension, the bank did not
practice well the activities related with ATM. Generally, in terms of instrumental dimension
Dashen bank has been implemented relationship marketing well, however when we see
specifically, providing of service by ATM machines including weekend scored the least mean
among the statements included in the dimension, whereas, Preparation of all necessary materials

for customers in order to get the service easily and quickly the highest from the dimension.

Organizational dimension attained an average mean of 3.41 within the highest mean of 4.09 and
the lower 2.17. Statements of the dimension scored mean between the lowest 2.62 and highest
3.41. Therefore, an average mean value of the dimension categorized under “well practiced”
value the same to the other dimensions. This indicates that, customers socialize themselves easily
with employees and other customers of the bank and it is easy to contact as well as to discuss
with employees and managers of the bank. Additionally, the current customers tell to others
about good treatment of the bank make to its customers, the bank practiced relationship
marketing well and the bank categorized its customers based on their financial importance to the
bank. The bank has a department or unit to manage relationship-marketing, customers perceived
relationship marketing practice of the bank exceeds their expectation, the organizational structure

of bank is convenient to work business and to create a relationship with the bank and the bank
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arranges a platform to discuss with its customers. Even if an average mean value of the
dimension is high, the statements listed above scored neutral mean. Whereas, when relationship-
marketing implementation of the bank evaluates in terms of the dimension it has implemented in
an encouraging ways. Arrangement of a platform to discuss customers with the bank on the
relationship they have scored the lowest mean which is 2.17 whereas, easiness to contact and
discuss with staff members of the bank including managers scored 4.09 the highest of this

dimension.

Generally, among the four relationship marketing dimensions management dimension scored the
highest mean an average of 3.77, on the other side organizational dimension scored the least
mean 3.41, thus, the bank practiced RM in terms of management dimension relatively from the
others in better way. Whereas, implementation of relationship marketing from the perspective of
organizational dimension is relatively low. While, assessing relationship marketing practice in
terms of the four dimensions the average mean of all dimensions are categorized under the “well
practiced” level. Thus, the bank established good trend of implementing RM and it tries to focus
on relationship marketing for the assurance of mutual benefits of the bank and customers. Even
though an average mean value shows that, the practice is good but there is a mean differentiation
among the statements used to measure some of them scored high and some scored an average

mean value.

Standard deviation provides an indication of how far the individual responses to question vary or
deviate from the mean and it tells the researcher how spread out the responses is, are they
concentrated around the mean, or scattered far or wide. Hence, the relationship marketing
dimensions scored an average of .922 for informational dimension, .919 for management
dimension, .933 for instrumental dimension and 1 for organizational dimension. It indicates that
average standard deviation of the dimensions is close to one therefore; it is not too far from the

mean values of the dimensions.

Evaluation of customer awareness and perception towards relationship marketing is assessed in
the questionnaire in different ways. Customers of the bank are well aware about relationship
marketing for the reason that they answered each question easily by assessing what the bank did

for them related to relationship marketing
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4.4. Analysis of Data Collected From Interview

Under this section, the analysis was conducted on the data collected through interview based on
questions designed to assess how the bank considered in its marketing strategies and
implemented the levels of relationship marketing strategies. The interview was conducted with
marketing manager of the bank in the area of, how the bank designed and practiced its
relationship marketing strategies from the levels of relationship marketing strategies, namely,
financial, social, customization and structural bonds. Marketing activities of the bank has been
designed from the center (head office) marketing department and downward to the branches for
implementation. The bank did not have marketing department at branch level, thus, interview

was conducted only with marketing manager of the bank at the center.

1. What Does Relationship Marketing Mean to You?

Scholars define relationship marketing differently based on their knowledge and understanding

to the field, for that reason it is difficult to come up with one acceptable standard definition. The

above question was posed to the marketing manager of the bank and he defined RM that, “it is a

process of creating relation with customers (depositors, creditor and others) in favor of having

mutual benefit to the bank as well to the customer”. Relationship marketing is practiced at all

levels (positions) of the bank but mainly it is implemented (practiced) at the branches. Because,

the branches are interacting with customers every time and they are very close to customers.

Due to, increase number of banks in the country there is stiff competition in the banking

industry. Thus, Dashen bank has been practice relationship marketing widely to serve its

customers in a better ways and to create customer loyalty. Hence, every employee of the bank in

every position has implemented relationship marketing at the bank.

2. In the literature, there are four levels of RM strategies, namely financial bonds, social
bonds, customization bonds and structural bonds. Do you consider the levels of

relationship marketing strategies while developing your bank’s RM strategies? If yes how?

Levels of relationship marketing strategies (bonds) are a mechanisms how a company
establishes long-term relationship with its customers and they enable a company to get
competitive advantage through differentiation its strategy from rivals. The levels of relationship

marketing strategies are arranged from the easiest one up to the complex one and it is difficult to
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assure competitive advantage by implementing one of them, however, it needs to implement
them together (Mudie and Pirrie, 2006).

Marketing manager of the bank responded to the above question that “Dashen bank considered
more or less the levels of relationship marketing strategies while develop its strategy”. The
manager explained how and when the bank implements the levels of relationship marketing
strategies:

» Financial Bonds are designed and implemented while providing credit facilities to our
customers, while we accept deposits from customers and in the import export activities
especially in case of the letter of credit.

» Social Bonds are practiced in Dashen bank mainly by involving in different society’s
problems and social responsibilities for example in this year the bank contributed to
charity organization like mudaye Ethiopia and for eradication of inbocharem around.
The bank donates every year huge amount of money to different charity organizations
and it participates in sponsorship of different events. Therefore, the bank works to
establish good social bondage and to create good social image.

» Customization Bonds are practiced in the bank by providing service to customers by
tailored to their needs and interests for example the bank opened special corporate
branch around wolosefer for premium customer in 2016. The bank tries to treat
customers as individual and groups have the same interests. Nevertheless, there is a
shortage of resource and capital to fulfill to every individual customer’s interest like
deposit of foreign currency in the country, in case of providing credit service to the
customers there is an imbalance of demand and supply so we cannot fulfill the interest of
individual customers as what customers need and as we intended to achieve.

» Structural Bonds are dealing with shared process and equipment, joint investment with
customers, having an integrated information system and volume and frequency rewards
to prominent (key) customers. “These kinds of bonds are uncommon in our country’s
banking industry however; there is starting of structural bonds related with starting of
Islamic banking”. Therefore, Dashen bank started giving this service of Islamic banking
(of interest free banking) this year that helps to develop structural band to work with

customer and share profit instead of interest
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3. Among these, four levels of RM, which one is given more emphasis by the bank? and
why?

The above question was posed to the marketing manager of the bank and he replied that,
“Dashen bank has given emphasis equal to those three levels of RM strategies that are financial
bonds, social bonds and customization bonds”. Because, if you are not considered and practiced
the levels of relationship marketing strategies or customer retention strategies it is difficult to
survive in the banking industry as well as to achieve the intended goal of the bank. Therefore,
the bank gives more emphasis to those first three bonds. Whereas, structural bond is newly

implemented by the bank so far because, it was uncommon in the country banking industry.
4. What benefits, do you think, the bank gained by practicing relationship marketing?

In the literature, benefit of relationship marketing to customers and service providers has
explained in detail. Accordingly, there are different benefits that a service provider can get
through implementing relationship marketing; it helps to increase productivity of the company
through creating long-term relationship with customers, satisfied customers engaged in positive
word of mouth because of that it create good public image and reduce promotion costs to attract
new customers. The above question was asked to the marketing managers of the bank and he
replied that, “Relationship marketing has a multi-dimensional benefit in the banking sector. It
has a financial benefit by increasing the deposit of banks by creating long-term relationships with
customers. It has social benefit through participate in different society’s problems and building
good image and increase customer intimacy with the bank”. According to the manager,

specifically RM has the following benefits to the bank:

v' It enables to create a close relationship with customers like family and friends and it
helps to prolong the relationship.

v" It enables to increase the number of customers and flow of customers to the bank

v’ It enables to obtain a lot of deposits. Because of intimacy and closeness, customers
could understand the problems of the bank and works with the bank closely to propose
solutions and they could not terminate their relationship with the bank easily.

v It helps to establish a good image in the public. When the bank-practiced relationship
marketing it will be very close with customers and it listens complains come from the

customers. Because of that, customers will be very happy about the treatment given by
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the bank, therefore, they will engage in positive word of mouth about the bank. Thus, it
will have a good social image.

5. What challenges are faced by the bank in implementing relationship marketing?

According to the marketing manager, the following challenges are faced the bank to implement
relationship marketing:

“Obviously, there is a shortage of resource in the country especially in the banking sector there
is a shortage of foreign currency. Consequently, it is difficult to serve our customers as what
they want and what we want to provide them”.

“The other challenge is there is an imbalance of supply and demand in the banking sector
especially in the credit service customer demand is very high whereas the supply is somewhat
low”. Therefore, it is challenging to provide customers what they want at the time they want.
There are also some external factors complicated the implementation of relationship marketing.
“A network problem is one of the factors hindered the implementation of relationship marketing
in the banking sector”. As far as relationship marketing needs a close relationship with customers
and accesses the service to customers whenever they want, network problem delays the service
process in so many ways. Providing banking service without network is very difficult
consequently because of unavailability of sufficient and consistent network the bank might lose
its customers and it is a challenge to implement RM as what we planned.

6. What is the cost of implementing relationship marketing in the bank?

This question was posed to the marketing manager of the bank and he responded that “To
implement relationship marketing in one organization it needs to have well aware of employees
and necessary materials and technology”. Therefore, it needs training costs of employees and
costs related to hired competent employees who have a good knowledge about RM. The
trainings costs are related to training of employees on the concept of relationship marketing,
and its advantage for the organization and customers as well.

“Implementation of relationship marketing desires to have new technologies and instruments
that enable the company very close to its customers”. Like ATM machines, point of sale
machines, and well organized and arranged equipment’s, to bring this kind of equipment it
needs high investment costs. Therefore, to implement relationship marketing in the bank it
needs different costs and it has a good return to the bank.

7. Finally, do you have anything to say about relationship marketing?
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Finally, this question was asked to the manager to share his opinion on the practice of
relationship marketing in general and he replied that, “Relationship marketing is a way of
interacting with customers closely and in friendly way to share all the problems and benefits of
the organization”. When one organization established a good atmosphere of relationship with its
customers even if the organization has different problems customers can able to share, the
problem and they will be a source of solution to that problem. Therefore, it is important every
service organization in the country to focus on creating a good relationship with its customers for
the benefit of both parties and every bank should focus on RM, because as far as we are a service
provider’s practice of relationship marketing is the best way to be very close with our customers.

From the interview analysis has been made that the bank is practicing the level of strategic bond
on the marketing strategy of the bank especial the first three and the bank started recently to
work on the forth strategic bond. There is a good understanding of the customer relationship
strategies.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND
RECOMMENDATION

This chapter presents summary of the major findings, the conclusions and recommendations that
Was drawn from the previous chapter of this study

5.1 SUMMARY OF MAJOR FINDING

By undertaking a detailed and thorough analysis on the customer relationship marketing practice of

the bank the results of the study findings is summarized as follows;

®
%

®
L4

*.
°

Dashen bank practiced relationship marketing in a good manner on the informational
dimension. Due to this fact, the mean score has shown that, majority of the customers
have agreed that the bank practiced RM well in terms of the informational dimension.
(Table 4.4)

The relationship marketing practice of the bank measured in terms of management
dimension it categorized under “well practiced” similar to informational dimension.
Majority of the customers are agreed in the statement while they measured the bank’s
implementation of relationship marketing. In general, Dashen bank practiced
relationship marketing well in terms of management dimension.(Table 4.5).

In terms of instrumental dimension Dashen bank has been implemented relationship
marketing well, however when we see specifically, providing of service by ATM
machines including weekend scored the least mean among the statements included in
the dimension, whereas, Preparation of all necessary materials for customers in order to
get the service easily and quickly the highest from the dimension.(Tabel 4.6).

Even if an average mean value of the dimension is high, the statements listed under the
organizational dimension scored neutral mean. Whereas, when relationship-marketing
implementation of the bank evaluates in terms of the dimension it has implemented in
an encouraging ways. Arrangement of a platform to discuss customers with the bank on
the relationship they have scored the lowest mean which is 2.17 whereas, easiness to
contact and discuss with staff members of the bank including managers scored 4.09 the

highest of this dimension. (Tabel 4.7).
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¢ Generally, among the four relationship marketing dimensions management dimension
scored the highest mean an average of 3.77, on the other side organizational dimension
scored the least mean 3.41, thus, the bank practiced RM in terms of management
dimension relatively from the others in better way. Whereas, implementation of
relationship marketing from the perspective of organizational dimension is relatively

low.(Tabel 4.4,4.5,4.6&4.7)

e

*

In terms of the strategic levels of relationship marketing strategies, Dashen bank has
designed and practiced financial bonds, social bonds and customization bonds in its
marketing strategy. The bank started recently to practice structural bonds in its relationship
marketing strategies. A structural bond includes shared process and equipment with
customers, joint investment, having integrated information system and frequent rewards to

customers.
5.2. Conclusions

The study assesses implementation of relationship marketing from different perspectives
(dimensions) which are stated in the literature review. More specifically, it assessed RM practice
of the bank from four dimensions, namely: informational, management, instrumental and
structural. To assess these dimensions, the researcher used a questionnaire to be filled by
customers of the bank. It also assessed how the bank designed and practiced levels of RM
strategies while it develops its marketing strategy, which are financial, social, customization and
structural bonds. To assess this interview was conducted with marketing manager of Dashen

bank. Based on these assessments, the following conclusions are drawn:

» The bank practiced relationship marketing from Informational dimension perspectives
well. Majority of the customers agreed with the statements designed to evaluate RM in
terms of informational dimension. Therefore, Dashen bank has implemented RM in a
good manner from the informational dimension perspective.

» Management dimension is all about how an organization manages the relationship that it
has with customers. Hence, when RM of the bank is evaluated in terms of management

dimension more or less it is well practiced. Majority of the customers were showed their
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agreement to the statements designed to evaluate RM practice of the bank in
management dimension perspectives.

Instrumental dimension is focused about all materials (instruments) that the bank uses to
create and sustain the relationship with its customers. Majority of the customers have
witnessed for availability of all necessary materials to get services from the bank at the
time they need. Customers assured that the bank tries to supply all necessary materials to
keep going the relation it has with customers.

Organizational dimension is about arrangement of a defined structure for managing the
relationship it has with customers. Similar with the other dimensions organizational
dimension also scored an average mean of 3.41 that is categorized under average or medium
practiced. Therefore, Dashen bank has practiced the dimension more or less in a promising
way.

To conclude, based on the findings of the study, relationship marketing practice of Dashen
bank in terms of the four dimensions are going on in an encouraging way and majority of the

customers has shown their agreement that the bank practiced relationship marketing in a
good manner.

Regarding the levels of relationship marketing strategies, Dashen bank has designed and
practiced financial bonds, social bonds and customization bonds in its marketing strategy.
The bank started recently to practice structural bonds in its relationship marketing strategies.
A structural bond includes shared process and equipment with customers, joint investment,

having integrated information system and frequent rewards to customers.
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5.3. Recommendations

As discussed earlier in chapter two relationship marketing is an important technique to enable an

organization to be very close and interactive with its customers and it focuses on how to sustain

the relation that it have with its customers instead of getting new customers. Thus, the study

attempted to assess relationship-marketing practice of Dashen bank from different perspectives,

and obtained constructive findings that have a significant implication on the management and

staff members of the bank.

Based on the finding of the study the following recommendations are forwarded:

7
A X4

The finding of the study has shown that, the bank did not operate enough number of
ATM machines at hub of the city and the available ATM machines do not provide
services consistently including weekend. This kind of problems affects the bank’s
relationship with customers because customers do not obtain services when they want.
Therefore, it is better to solve these kinds of problems and to become very close and
convenient to customers.

Arrangement of platform by the bank to discuss with customers about the relationship
they have scored an average mean value. Therefore, the bank should arrange regularly a
platform to discuss with its customers about the relationship they have and based on
suggestions that come out from the discussion it will be able to provide the service in
better ways and it is helpful to sustain its relationship with customers.

The finding of the study showed that, availability of department and unit to follow
customer relationship in the bank is perceived as moderate by customers. This means
that customers of the bank do not recognize well the activities of the department and the
department is not very close to them. As far as having, well-structured unit or
department is important to implement RM, the bank should create (arrange) a unit or
department to follow the relationship with customers and it should be very close as well
as interactive with customers and also the bank should have to assign marketing officer
at branch level or at district level.

The bank’s structure should be convenient to customers to get services quickly and to do
business with the bank. When an organization practiced relationship marketing, it needs

to collaborate with customers in every aspect. Subsequently, it is possible to do business
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with customers as partners. Therefore, the structure should be attractive and convenient
to do such kind of activities with the bank.

Customers perceived relationship marketing practice of the bank as moderate when they
compared with their expectation. Hence, Dashen bank should work strongly to balance
what customers perceived and expect about the implementation of relationship
marketing.

The bank starts to work on practicing a structural bond that is one level of relationship
marketing strategies. Structural bonds are not well practiced in most of the banks in the
country. As a result, if Dashen bank implements that it will get a competitive advantage

in the banking industry.
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APENDEXI 1

ST. MARY’S UNIVERSITY SCHOOL OF GRADUATE STUDY
MASTER OF BUSINESS ADMINISTRATION (MBA) PROGRAM

Questionnaire to be filled by customers of Dashen Bank S.C
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This questionnaire is designed to collect data on the practice of relationship marketing in Dashen
Bank S.C. The research is being conducted by a student of S’T Merry University as a partial
fulfillment of the requirement for a master’s degree in General management. The questionnaire is
organized in two sections, the first section is general information and the second one is basic
information. The information gathered through this questionnaire will be accessed only by the
student researcher and will be kept strictly confidential and the result of the study will be used
for academic purpose only. I kindly request you to take a few minutes and respond to all
questions honestly.

Thank you in advance for your cooperation

Note
Use a tick mark “\’ to show your preference in the box provided

No need of writing your name or any address

Part 1: General Information

Gender Female D Male D

Age 1830 [_] 41-50 [ 60andabove [_]
3140 [ 5160 []

Education elementary D high school D Maters D
Degree  [_] diploma [__] other 1

Relationship with the bank below 1 year D 3-5 year D

1-3 year [] aboveSyears [_]

Occupation Governmental D privet D

Self- employed D Unemployed D
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Part 2: Basic Information

Item

Strongly

Disagree

Disagree

Neutral

Agree

Strongly
Agree

Informational dimension

1. The bank periodically conducts survey to
identify interest of customers and to

maintain its relationship

2. The employees of the bank discuss with me

intimately to fulfill my interest

3. I believe the bank has all necessary information

about me in its database

4. The employees of the bank provide me all

necessary information that I want at any time kindly

5. The bank informs me periodically about new

service by mobile and email messages

6. The information provided by the bank is reliable
and update

7. The bank uses customers' complaints as a source

of information to improve its service

Management dimension

1. The bank allows me to participate on decisions
that affect our relationship

2. The bank is devoted to sustain the relationship we
have

3. I am dedicated to keep on the relationship with
the bank

4. The bank listens and corrects complaints that
come from customers immediately

5. The staff members are knowledgeable about
relationship marketing and how it is managed

6. The employees of the bank identify their
customers and treat them in good manner
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7.1 am satisfied with the relationship I have with the
bank

8. I am happy about the way Dashen Bank manages
relationship marketing

Instrumental dimension

1. The bank operates ATM (automatic teller
machine) at convenient places to customers

2. The ATM is always working including on
weekends

3. The room arrangement of the bank is attractive
and comfortable

4.Colour of the wall and lighting of the room is
attractive and convenient to stay

5. The employees of the bank delivered service to
customer quickly

6. The bank always prepares materials needed to
facilitate the service (pen, transaction forms etc)

7. The bank customized its service to satisfy my
interest

Organizational dimension

1. The bank has a unit or department with the
responsibility of managing relationship with its
customers

2. It is easy to contact and discuss with staff
members of the bank including managers

3. I socialize myself with customers and staff
members of the bank easily

4. 1 tell to others about the good treatment the bank
makes to its customers

5. The bank categorized customers according to
their financial importance and their relationship

6. The bank arranges a platform for customers to
discuss about their relationship with it

7. The organizational structure is convenient to work
business and create relationship with the bank

8. I found the relationship practice of the bank
exceed my expectation

9. I believe the bank practiced relationship
marketing well

Source: adopted from, (Ravichandran et.al, 2010 and Frank KojoKuranchie); cited by Solomon
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Amare, 2014 and editing by the researcher,2017

ST. MARY’S UNIVERSITY SCHOOL OF GRADUATE STUDY MASTER OF
BUSINESS ADMINISTRATION (MBA) PROGRAM

Interview questions Checklist

These interview questions are designed to collect data about relationship marketing practice of
DashenBank S.C. Interview will be conducted with customer relationship department and
managers.

Q1. What does relationship marketing mean to you?

Q2. In the literature, there are four levels of RM strategies, namely: financial bonds, social
bonds, customization bonds and structural bonds. Do you consider the levels of relationship
marketing strategies while developing your bank’s RM strategies? If yes how?

Q3. Among these, four levels of RM, which one is given more emphasis by the bank? andwhy?

Q4. What benefits, do you think, the bank gained by practicing relationship marketing?
Q5. What challenges are faced by the bank in implementing relationship marketing?

Q6. What is the cost of implementing relationship marketing in the bank?

Q7. Finally, do you have anything to say about relationship marketing?
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