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This study investigates the impact of relationship 

marketing—specifically Customer Relationship Management 

(CRM) practices—on customer loyalty at the Cooperative 

Bank of Oromia (CBO) in Nekemte town. Despite the rapid 

growth of the Ethiopian banking sector, competition for 

customer retention remains intense. Utilizing a descriptive 

and explanatory research design, the study collected primary 

data from 180 respondents using structured Likert-scale 

questionnaires. Data analysis was performed employing 

descriptive statistics, Pearson correlation, and multiple 

regression analysis. The findings reveal significant positive 

correlations between all six studied dimensions—Key 

Customer Focus, Interaction Management, CRM 

Organization, Knowledge Management, Technology-based 

CRM, and IT Integration—with customer loyalty. Regression 

results (R2=0.755) indicate that CRM practices explain 

75.5% of the variance in customer loyalty. Notably, 

Technology (β=0.337) and ICT Integration (β=0.320) 

emerged as the most potent predictors. The study concludes 

that while CBO performs moderately in relationship 

marketing, a technology-driven, customer-centric approach 

is essential for long-term loyalty. Recommendations include 

upgrading digital banking infrastructures and enhancing 

personalized communication frameworks. 
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Introduction 

In the contemporary globalized economy, the paradigm of marketing has shifted from 

transactional exchanges to the cultivation of long-term customer relationships. Customer 

Relationship Management (CRM) is therefore no longer regarded as a luxury, but rather as a 

strategic necessity for organizational survival, particularly in service industries such as 

banking. Payan and Frow [1] explain that CRM involves the creation and enhancement of 

individual customer relationships in order to maximize the total lifecycle value of each 

customer. In this context, banks are increasingly required not only to attract new customers 

but also to retain existing ones through sustained relationship quality, personalized services, 

and effective communication strategies. 

In Ethiopia, the banking sector has become increasingly competitive and 

heterogeneous due to the entry of new financial institutions and the expansion of digital 

banking services. For the Cooperative Bank of Oromia (CBO), especially in economically active 

areas such as Nekemte town, maintaining customer loyalty has become a key organizational 

priority. Customer loyalty emerges when customers repeatedly use a firm’s services and 

willingly recommend the institution to others, thereby generating positive word-of-mouth that 

functions as a form of free advertising [2]. In highly competitive banking environments, loyalty 

is a critical asset because loyal customers are more likely to continue their relationships with 

the bank, use additional services, and contribute to long-term profitability. 

Despite the increasing relevance of CRM in the Ethiopian banking industry, many 

institutions still appear to lack a comprehensive CRM philosophy that integrates customer 

knowledge, service interaction, and technology-based support. Preliminary observations at 

CBO branches in Nekemte indicate that although the bank has been successful in attracting a 

considerable number of customers, the retention and loyalty stages remain problematic. These 

challenges are often associated with inconsistent service quality, limited personalization, and 

the underutilization of technological tools that could otherwise strengthen customer 

engagement. While previous studies have emphasized that customer loyalty serves as a 

powerful competitive instrument, empirical evidence remains limited regarding which specific 

CRM dimensions most strongly influence customer loyalty within the context of CBO in 

Nekemte. 

This study is conceptually grounded in Relationship Marketing Theory, which argues 

that building trust, commitment, and long-term relationships with customers is more effective 

and less costly than focusing solely on acquiring new customers. In line with this theoretical 

orientation, the study adopts the CRM framework developed by Yim et al. [3], which highlights 

four central dimensions: key customer focus, CRM organization, knowledge management, and 

technology. To better reflect the digital transformation occurring in the Ethiopian banking 
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sector, the framework is expanded by incorporating interaction management and IT 

integration as additional dimensions. These components are expected to provide a more 

comprehensive understanding of how CRM practices shape customer loyalty in a 

contemporary banking environment. 

Customer loyalty itself is understood as a deeply held commitment to repurchase or 

continue using a preferred product or service consistently in the future [3]. It includes both 

attitudinal loyalty, reflected in customer preference and emotional attachment, and behavioral 

loyalty, reflected in repeat patronage and continued usage. In the banking sector, loyalty is 

strongly influenced by the perceived value of the customer-bank relationship, service quality, 

trust, and the convenience of transactions. Accordingly, examining the relationship between 

CRM dimensions and customer loyalty is important not only from a theoretical perspective but 

also from a practical standpoint, particularly for banks seeking to strengthen competitiveness 

and improve customer retention in dynamic market conditions. 

Materials and Methods 

This study employed an empirical investigation using both descriptive and explanatory 

research designs to examine the effect of customer relationship management (CRM) practices 

on customer loyalty at the Cooperative Bank of Oromia (CBO) branches in Nekemte town. The 

descriptive design was used to provide a clear picture of the existing CRM practices and 

customer loyalty conditions within the bank, while the explanatory design was applied to test 

the relationships between the selected CRM dimensions and customer loyalty [4]. The target 

population consisted of clerical employees and key customers of CBO branches in Nekemte, as 

these groups were considered to have direct experience and sufficient knowledge regarding 

the bank’s service delivery and CRM implementation. To determine an appropriate sample size, 

Yamane’s formula was employed, resulting in a final sample of 185 respondents. 

The study used non-probability sampling techniques, specifically purposive and 

convenience sampling. Purposive sampling was applied to identify respondents who had a high 

level of awareness and familiarity with the bank’s CRM practices, while convenience sampling 

enabled the researcher to reach accessible participants within the selected branches. These 

techniques were considered suitable because the study required information-rich respondents 

capable of providing relevant insights into the variables under investigation. Primary data 

were collected directly from respondents and then coded, organized, and analyzed using 

Statistical Package for the Social Sciences (SPSS) version 24. Both descriptive and inferential 

statistical methods were employed in the analysis. Descriptive statistics were used to 

summarize respondent characteristics and the general pattern of responses, whereas multiple 

regression analysis was conducted to assess the effect of the independent variables on 

customer loyalty. The regression model was specified as:  
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Y = β0 + β1(KCF) + β2(CRO) + β3(KMT) + β4(TCR) + β5(COM) + β6(ICT) + ε  (1) 

where (Y) represents customer loyalty, (β0) is the intercept, (β1) to (β6 are the coefficients of 

the explanatory variables, and (ε) is the error term. 

Results and Discussion 

A. Demographic Profile of Respondents 

The demographic analysis shows that the respondent group was predominantly male, 

accounting for 71.7% of the total participants, while female respondents represented the 

remaining proportion. In terms of age, the majority of respondents (71.2%) were between 29 

and 50 years old, indicating that most participants were within the economically productive 

and professionally active age category. Regarding educational background, 66.7% of the 

respondents held a first degree or higher. This finding suggests that the responses were 

obtained from relatively well-educated individuals who were likely capable of providing 

informed perceptions regarding customer relationship management practices and loyalty 

issues at the Cooperative Bank of Oromia in Nekemte. 

B. Correlation Analysis 

The correlation analysis was conducted to examine the association between the 

dimensions of customer relationship management and customer loyalty. The results revealed 

that all CRM dimensions had positive relationships with customer loyalty, although the 

strength of these relationships varied across variables. Key Customer Focus showed a positive 

and significant correlation with loyalty (r = 0.358, p < 0.01), while Communication also 

demonstrated a positive association (r = 0.231, p < 0.01). Similarly, CRM Organization (r = 

0.320, p < 0.01) and Knowledge Management (r = 0.284, p < 0.01) were positively related to 

customer loyalty. The strongest correlations with loyalty were found for ICT Integration (r = 

0.467, p < 0.01) and Technology (r = 0.447, p < 0.01). These findings indicate that digital and 

technology-related dimensions of CRM are more strongly associated with customer loyalty 

than traditional relational dimensions in the CBO Nekemte context. 

Table 1. Correlation Matrix 

Variables KCF COM CRO KMT TCR ICT Loyalty 

KCF 1 .643** .547** .442** .142 .126 .358** 
COM .643** 1 .331** .335** .117 .060 .231** 
CRO .547** .331** 1 .390** .070 .028 .320** 
KMT .442** .335** .390** 1 .053 .016 .284** 
TCR (Tech) .142 .117 .070 .053 1 .225** .447** 
ICT .126 .060 .028 .016 .225** 1 .467** 
Loyalty .358** .231** .320** .284** .447** .467** 1 

*Note: *Correlation is significant at the 0.01 level (two-tailed). 

C. Regression Analysis 

Multiple regression analysis was performed to assess the extent to which CRM dimensions 

explain variation in customer loyalty. The model summary showed an R-square value of 0.755, 
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indicating that 75.5% of the variation in customer loyalty was explained by the included CRM 

variables. This suggests that the model has substantial explanatory power and that CRM 

practices are highly relevant in predicting customer loyalty in the study area. 

The regression coefficients further revealed that not all CRM dimensions contributed 

equally to the model. Technology emerged as the strongest predictor of customer loyalty (β = 

0.337, t = 5.743, p = 0.000), followed closely by ICT Integration (β = 0.320, t = 5.053, p = 0.000). 

In contrast, Key Customer Focus (β = 0.106, t = 1.357, p = 0.017) and CRM Organization (β = 

0.121, t = 1.479, p = 0.014) showed weaker but still statistically significant effects. These results 

suggest that while customer-centered attention and organizational support remain relevant, 

customers in Nekemte place greater value on digital convenience, reliable technology, and 

efficient ICT-supported banking services. 

Table 2. Regression Coefficients 

Variable Beta (β) t-value Sig. 

Key Customer Focus .106 1.357 .017 
CRM Organization .121 1.479 .014 
Technology .337 5.743 .000 
ICT Integration .320 5.053 .000 

Overall, the findings demonstrate that Technology and ICT Integration are the primary 

drivers of customer loyalty at CBO Nekemte branches. This implies that customers are 

increasingly influenced by the ease, speed, and reliability of digital banking platforms, mobile 

applications, and ICT-enabled services rather than relying solely on conventional face-to-face 

interactions. As a result, strengthening technological infrastructure and improving digital 

service integration may be essential strategies for enhancing customer loyalty in the bank. 

Discussion 

The findings of this study demonstrate that customer relationship management (CRM) 

practices play a substantial role in shaping customer loyalty at the Cooperative Bank of Oromia 

(CBO) branches in Nekemte. The regression model showed that CRM dimensions explained 

75.5% of the variance in customer loyalty, indicating that relationship-based and technology-

enabled service strategies are highly relevant in the banking context. This result is consistent 

with the broader view that CRM is a strategic process through which firms build, maintain, and 

strengthen long-term customer relationships to enhance customer value and organizational 

competitiveness [5], [6]. In highly competitive service industries, loyalty is not merely a 

behavioral outcome but also a strategic asset that supports customer retention, positive word-

of-mouth, and long-term performance [7], [8]. 

One important finding is that all CRM dimensions were positively correlated with 

customer loyalty, although the magnitude of the relationships differed. Key Customer Focus, 

Communication, CRM Organization, and Knowledge Management all showed meaningful 
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associations with loyalty, suggesting that customers continue to value personalized attention, 

effective communication, institutional support, and the proper use of customer information. 

This supports relationship marketing theory, which emphasizes that trust, commitment, and 

mutual value creation are central to maintaining stable customer relationships [9], [10]. 

Previous studies have similarly shown that customer-oriented organizational practices can 

improve perceptions of service quality and reinforce loyalty, especially when customers feel 

recognized and understood by the institution [11], [12]. 

However, the most striking result of the present study is that Technology and ICT 

Integration emerged as the strongest predictors of customer loyalty. Their stronger regression 

coefficients and correlation values indicate that customers in Nekemte increasingly prioritize 

convenience, accessibility, speed, and reliability in banking services. This finding reflects a 

broader transition in contemporary banking, where digital channels, mobile banking, and 

integrated information systems have become central to customer experience [13], [14]. In this 

sense, loyalty is no longer driven only by interpersonal interaction at the branch level, but also 

by the extent to which customers can seamlessly perform transactions through technological 

platforms. Studies on service innovation and digital transformation have similarly found that 

customers are more likely to remain loyal when technologies reduce effort, save time, and 

improve transaction security [15], [16]. 

The dominance of technology-related variables may also be interpreted within the 

Ethiopian banking environment, where digital transformation is still evolving. In emerging 

economies, customers often perceive reliable digital banking as a sign of modernity, efficiency, 

and institutional trustworthiness. Therefore, when a bank successfully integrates ICT into 

service delivery, it not only improves operational efficiency but also strengthens customers’ 

psychological confidence in the institution [17]. This finding also aligns with the argument that 

technological capability has become a source of competitive advantage in service organizations, 

particularly where customer expectations are rapidly changing [18]. Thus, for CBO, investment 

in mobile banking reliability, system availability, and user-friendly digital platforms is likely to 

generate stronger loyalty outcomes than reliance on traditional banking interactions alone. 

At the same time, the significance of Key Customer Focus and CRM Organization 

indicates that technology should not replace human-centered service, but rather complement 

it. Effective CRM requires an integrated approach in which technological systems support 

employees in understanding customer needs, managing complaints, and delivering timely 

responses [6], [10]. Without organizational readiness and customer-oriented culture, even 

advanced technologies may fail to create meaningful loyalty [12], [19]. Therefore, the study 

suggests that customer loyalty in Nekemte is best understood as the product of both relational 
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and digital service quality, with technology and ICT integration functioning as the most 

influential drivers in the current market context. 

Conclusion 

This study concludes that Customer Relationship Management significantly influences 

customer loyalty at the Cooperative Bank of Oromia in Nekemte. The findings show that all 

CRM dimensions examined in the study have positive relationships with customer loyalty, 

indicating that effective relationship-building remains essential in the banking sector. This 

confirms that customers are more likely to remain loyal when banks understand their needs, 

organize services effectively, and maintain consistent communication. 

Among all variables, Technology and ICT Integration emerged as the strongest 

predictors of customer loyalty. This suggests that customers in Nekemte increasingly value fast, 

reliable, and convenient digital banking services. In the current competitive environment, 

loyalty is shaped not only by face-to-face service but also by the quality of technological 

systems that support banking transactions and communication. Therefore, digital capability 

has become a strategic component of CRM implementation. 

The study implies that CBO should continue strengthening its technological 

infrastructure while also improving customer-centered service practices. By integrating 

efficient digital tools with responsive relationship management, the bank can improve 

customer retention and long-term competitiveness. Overall, the study highlights that modern 

CRM, particularly technology-supported CRM, is a key driver of customer loyalty in the 

Ethiopian banking context. 
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