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Abstract 
This research examines relationship between customer relationship management (CRM) and 
factors that affect the customer loyalty in banking sectors. These factors mainly include 
Satisfaction and Competitive Advantage along with CRM as Independent Variables, while 
Customer Loyalty is Dependent Variable. Analytical findings of this research showed 
significant impact of these factors upon Customer Loyalty.   
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Introduction:  
Today the most important thing to do about the reduced customer satisfaction is the 
customer-centered practices adapted to each customer’s needs and values. By treating 
different customers in different manners, firms can achieve customer loyalty (Tarhan, 2004: 
77). Customer loyalty is the long and uninterrupted retention of the relationship by offering 
service that meets and even goes beyond the customer needs (Acuner, 2001: 89).CRM is a 
topic which attracts several businessmen and marketers and business practitioners all around 
the world so they can get a grip of it. Because of the CRM getting so much popular these 
days still the complete knowledge about CRM and how to implement it is still 
missing (Payne and Frow, 2005). However, the principles of CRM are well studied and 
classified but still how these principles contributes in achieving successful CRM has yet to be 
studied (Boulding et al., 2005). The goal of our research is to use quantitative research and 
achieve the best CRM practices which may can be useful in banking sector in 
Pakistan. Therefore, these propositions are tested and samples are taken by 150 
questionnaires from people using different banks.   
Customer Relationship Management is not a new concept. In fact, CRM in some form or 
fashion has been around for a few decades. Kennedy (2006) defines customer relationship 
management as being “about identifying a company’s best customers and maximizing the 
value from them by satisfying and retaining them” (p.58). There are those on both sides of the 
fence who argue for and against CRM, but the research remains consistent that a properly 
implemented, company-wide CRM initiative will truly save company money, increase 
revenue, and grow customer loyalty. Competitive times such as these, and a future to only 
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grow more competitive in the commercial industry, require competitive advantages to give 
companies a leading edge. 
Customer Loyalty is one of the essential factor which has been faced so much these days by 
businessmen and market practitioners. If the companies fail to create or retain the customer 
loyalty, then they will not benefit from the repeat purchase from their potential 
customers Linton (1993). According to Dick and Basu (1994) Customer loyalty is the 
foundation which creates a strong link between potential customers and their repeat 
purchases. Therefore Aaker (1992) It tells us about the change in customer's buying behavior 
when the company changes the product characteristics, product features and prices or offers 
other promotional and discount schemes Gwinner et al. (1998) and Hagen and Matthews, 
(2001). Finding out the exact customer loyalty is very important because it measures the 
profitability Reichheld (2003). Still up to date the real characteristics and features of 
customer loyalty is still unknown Hart et al. (1999). Consumers intend to make repeat 
purchases when they know that the this firm offers them the exact product with similar 
characteristics and features at their desired price.  
Customer Loyalty is very much essential for the success of banking sectors in Pakistan 
because as more and more banks are growing rapidly and competition grows fierce day by 
day all the banks wants to retain their customers so that they can increase the profitability of 
their respective banks. Therefore CRM helps a lot in helping to retain their customers 
because it helps to strategize such business activities which will make retain their customers.  
 
Research objectives:  
The aim of this study is to look at the factors that will affect the customer loyalty of 
customers.  
Specific objectives:  
Following are the specific objectives:- That customer relationship management affects the 
customer loyalty. That competitive advantage affects customer loyalty. That customer 
satisfaction affects customer loyalty.   
Research questions:  
Is customer relationship management play an imperative role in affecting customer loyalty is 
competitive advantage play an imperative role in affecting customer loyalty is customer 
satisfaction play an imperative role in affecting customer loyalty.   
Problem statement:  
To examine the impact of customer loyalty of the customers in banking sector in Pakistan by 
examining three variables which are:- • CRM • Customer Loyalty  • Competitive Advantage  
Significance of the Study: This study is useful for banks because it provides insight about 
customer needs and wants to gain customer loyalty. It contributes to the following areas: a) 
Increasing awareness  about banking policies regarding customer service activities b) Provide 
assistance to customers to increase understanding of the banking sector and increase their 
market share c) Provide assistance to consumers so they can invest more in banks.  
 
 
  



Singaporean Journal of BuSineSS economicS, and management StudieS (SJBem) 
VOL. 5, NO. 3, 2016 
 
 

33 
 

Theoretical framework:  
  

 
 
   
    
  
                                                                                                                                                      
        
  
 
 
  
  
  
  
  
   
 
  
  

 
 
 
 
This study explores the relationship between customer loyalty of customers which is taken as 
a dependent variable and customer relationship management, competitive advantage and 
customer satisfaction as independent variables.       
Hypothesis:  
Hypothesis H1: A significant and positive relationship exists between CRM and Customer 
Loyalty. H2: A significant and positive relationship exists between Competitive advantage 
and customer loyalty. H3: A significant and positive relationship exists between customer 
satisfaction and customer loyalty.   
 
 
Literature Review: 
Customer relationship management 
The value of CRM is to retain long and positive relation with customers. The main quality of 
CRM is to create such a relation with customers they get convinced by your management, 
services and products and then they make repeated purchases hence generating favorable 
revenue for your firm (Oliver, 2008). CRM is a sort of enhanced to customer innovation, 
relief purpose is to increase the value of your product and services in the eye of customers, 
thus increasing customer intimacy, this can be done by increasing the quality level of your 
services and relations with customers (Babatunde and Ajayi, 2010). 
CRM is an innovative new step which provides the sources in which the individual loyalty of 
customer is maintained (Croteau and Li, 2009). 
The perfect CRM can be accomplished in three steps, which are: 

 Try to make efficient contact management, direct marketing, selling and fulfillment 
with your customers which enables to achieve customer’s intimacy. 

CRM 

 

CUSTOMER 
SATISFACTION 

COMPETITIVE 
ADVANTAGE 

CUSTOMER 
LOYALITY 
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 Create a team of specialized, trained and skilled sales persons and specialists 
combined with the web enabled CRM which consists of service tools offered to 
customers thus eliminating the time and place barriers so customer’s intimacy can be 
achieved efficiently. 

 Last maintain a CRM software and databases which helps the firm to identify and 
reward the loyal customers, and then use that databases to target such loyal customers 
so furthertactics and strategies can be formed to reward such loyal customers in the 
future, thus achieving efficient and effective CRM (Gartner, 2010). 

 Customer loyalty is one of the most important topic and has been studied so much 
recently. Customer loyalty is one of the most studied subject by many scholars and 
institutions for many years and has been researched thoroughly for many years on 
how to improve and make it better with passage of time. (Eshgi et al.2007; Heskett 
and Sasser, 2010). 

 Preponderating to success is inculcation your companies vision, values and beliefs 
into your staff. With a shared dream and understanding that private and 
company success is dependent on client satisfaction . 

 Any Organization will maximize success. The best client service is probably 
going provided by those that relish serving to customers. Coaching will teach 
a method or produce skills, but it can't remodel a person. UN 
agency dislikes individuals into somebody who enjoys serving to individuals (Clark, 
2008). 

 
Competitive Advantage 
Competitive Advantage is a situation or circumstance that puts your organization in a 
favourable or superior business position (Porter Michael E., 1985). Satisfaction which states 
that it is a function of the  degree of congruency  between  aspirations  and  perceived  reality  
of experiences(Oliver, 2008). 
Loyalty 
According to the approach based on behavior, loyalty is the behavioral reaction based on 
Influence as the function of psychological processes by the decision maker in the existence of 
one ormore alternative in time (Jacoby and Keyner, 2007). According to Gounaris and 
Stathakopoulos (2004) there are four types of loyalty on the basis of purchase, social effect 
and emotional devotion to the brand: 
No Loyalty: They are those who do not purchase and while they have no interest in the 
brand and social effects failed to orient to the brand. 
Covetous Loyalty: They do not purchase but emotional tie to the brand is high and this tie 
was created by the social environment. 
Inertia Loyalty: They have a tendency toward the brand for habit, convenience or any other 
reason without emotional tie with the brand and social effect. The customers having this 
Nature of loyalty can make a systematic selection among other brands but while thisselection 
has low level of emotional involvement and personal investment there is nodevotion to the 
brand. 
Premium Loyalty: If the emotional tie and social effect is high while the customer Purchases 
at high level it is loyalty. When examining client Relationship management CRM ways, You 
must view each within and outdoors approaches (McKay, 2008). Internal client relations 
process and coaching should be insituation before managing external client contact issues to 
permit a power tool interface. McKay describes eight general benchmarks for a customer 
service program; be clear, which suggests generally being open, upfront and honest with 
customers, apply listening skills a lot of to customers than speaking, align sales 
and promoting in order that everyone seems to be speaking from one page to the client, 
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develop internal visibility by mistreatment analytics to gift an improved in progress image of 
operations to the entire organization, update, upgrade and introduce, 
involves observance technology as it relates to client service management and staying on 
the forefront, make adoption of latest programs simple, keep the course through economic 
downturns, be proactive in client service additionally as reactive therein if a 
possible client drawback is perceived, action ought to be taken to avoid it.In the 
insurance trade, heightened competition, beside a lot of up on and demanding shoppers, 
is inflicting insurers to re-examine their client relationship management strategy (CRM 
Magazine, 2008). 
Customer Satisfaction 
Customer satisfaction and customer loyalty means that customer needs, wishes and 
expectations are met or overcome during the product/service period, giving way to re-
purchasing and customer loyalty. (Anton, 1996: 23) In other words, “customer satisfaction is 
the assessment of the pre-purchasing expectations from the product, with the results reached 
after the act of purchasing.” (Lemon et al, 2002: 1) A highly satisfied customer (Kotler, 2000: 
48) continues his shopping for a long time, buys more as long as the firm produces new 
products and the existing products are improved, speaks of the firm and its products with 
praise, keeps indifferent to the trademarks that are in competition with the products of the 
firm and does not place the emphasis on the price, and offers the firm suggestions and ideas 
about products and services. It is possible to secure the customer loyalty through customer 
satisfaction. However, the fact that there are many enterprises that offer products and services 
of the same quality and at the same price interval makes it difficult for the enterprises to 
secure customer satisfaction. It may even be easy to let the satisfied customer go to the rival 
enterprises. 
Research methodology   
This research is conducted to examine the effect of Customer Relationship Management 
(CRM), Satisfaction and Competitive Advantage (as Independent Variables) on Customer 
Loyalty (Dependent Variable). In this study, Quantitative Research method was used to 
obtain data at big scale with the purpose to collect numerical data from a large number of 
respondents and then simplify the findings in order to get required results. As a research tool, 
Questionnaires – with close ended questions – were used to meet the requirements of 
quantitative research.  
The methodology of this research is deductive and devices of studies were about taking 
reviews using Questionnaires. To conduct research at large scale, questionnaire is considered 
best method to obtain data. Five points Likert-type Scale was used with highest value 5 and 
lowest value 1. (5 = Strongly Agree; 4 = Agree; 3 = Neutral; 2 = Disagree; 1 = Strongly 
Disagree). The sample taken for this study was consists of 150 respondents out of which 145 
respondents gave answers to given questions with some missing data. The questions were 
covering different facets of all variables i.e. Satisfaction, Customer Relationship Management 
(CRM), Competitive Advantage and Loyalty. To conduct the analysis, SPSS software was 
used to find out the significance of relationship between variables of this study and then 
results are interpreted in accordance to findings of analysis.  
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Questionnaire: 
  SDA DA N A SA 
1 The Personnel of this bank are sincere, helpful and kind.      
2 The personnel of this bank understand my demands quickly 

and fulfill them immediately. 
     

3 The personnel of this bank use an easy-to-understand 
language while giving services. 

     

4 This bank contacts with me and informs me about new 
campaigns and products. 

     

5 At this bank all the news regarding the customer risk collect 
regularly 

     

6 What makes this bank different from rivals is that it can make 
good relation with its customers. 

     

7 Personnel of this bank have enough experience and 
information. 

     

8 I find this bank very reliable.      
9 In critical cases this bank is capable of overcoming the state 

in the best manner. 
     

10 I don’t wait for long at this bank while doing my work.      
11 I recommend this bank my friends and acquaintances.      
12 I consider myself to be the loyal customer of this bank.      
13 I don’t think of this changing this bank easily.      
14 The product and services offered by this bank meet my needs.      
 
 
Analysis:  
We adopted convenience sampling and distributed total 150 questionnaires among general 
public (mostly to youngsters), of which we receive 142 responses, it shows high rate of 
response which is 94.66%. Out of which the male frequency is 46.9% and the female 
frequency is 50.3%. The level of qualification shows a frequency of 1) bachelors 22.1% 2) 
masters 65.5% 3) M.Phil 10.3%.  

 

Frequencies 

Respondent demographic Frequency  % 

Gender (Valid=141)   
Male  68 46.9 
Female  73 50.3 
Level of Education  (Valid=142)   
Bachelors  32 22.1 
Masters 95 65.5 
M.Phil. 15 10.3 
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Descriptive Statistics:  

We used questionnaire for this study, containing 14 items. According to table 2, Responses to 
14 items vary from one to five on five point Likert scale. Mean scores of 14 items range from 
3.35 to 3.86. And values of standard deviation vary from .933 to 1.217. In table 2, L stands 
for loyalty and number from L1 to L4 depicts question numbers of variable loyalty. S stands 
for “Satisfaction” in table 2, consist of four questions. CRM stands for “Customer 
Relationship Management” and it also consists of 4 items, CA stands for “Competitive 
Advantage” which consists of 2 items.   
 

Descriptive Statistics 
 

 N Minimum Maximum Mean Std. 
Deviation 

L1 141 1 5 3.60 1.183 
S1 142 1 5 3.66 1.064 
CRM1 140 1 5 3.81 .934 
CRM2 139 1 5 3.35 1.208 
CRM3 141 1 5 3.40 1.195 
CA1 141 1 5 3.67 1.011 
S2 139 1 5 3.68 .933 
S3 140 1 5 3.83 1.086 
CA2 143 1 5 3.53 1.067 
CRM4 138 1 5 3.36 1.183 
L2 139 1 5 3.59 1.122 
L3 136 1 5 3.76 1.058 
L4 142 1 5 3.75 1.217 
S4 143 1 5 3.86 1.032 
Valid N (list-
wise) 

106  
 

 
 

 
 

 
 

 
Cronbach's Alpha:  
Cronbach's is a function of the number of items in a test, the average covariance between 
item-pairs, and the variance of the total score. It also measures the reliability of the 
questions. The reliability statistics are as follows: 
 
Reliability  
 
 Reliability Statistics  

Valid Cronbach's Alpha N of Items 
106 .830 14 

 
Regression:  
The value ranges from .000 to .005 are significant. In this table all value lies within this range 
so all the values are significant. The regression table shows that our items contributed 54% of  
the research conducted.  
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Model Summary 
Model R R Square Adjusted R 

Square 
Std. Error of the 

Estimate 
1 .735a .540 .527 .69361234 

a. Predictors: (Constant), REGR factor score 1 for analysis 1, Satisfaction, Customer Relationship Management  

 

 

 

Anova 
Model Sum of Squares Df. Mean Square F Sig. 

1 Regression 57.715 3 19.238 39.988 .000a 
Residual 49.072 102 .481   
Total 106.787 105    

Coefficients 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) .000 .068  -.010 .992 

Satisfaction .406 .087 .374 4.672 .000 
Customer Relationship 
Management .343 .083 .330 4.110 .000 

REGR factor score   1 
for analysis 1 .236 .081 .218 2.907 .004 

Correlations 
 
 

 

Loyalty Satisfaction 

Customer 
relationship 
management 

Competitive 
advantage 

Loyalty Pearson Correlation 1 .616** .609** .509** 
Sig. (2-tailed)  .000 .000 .000 
N 128 119 113 126 

Satisfaction Pearson Correlation .616** 1 .536** .425** 
Sig. (2-tailed) .000  .000 .000 
N 119 130 116 126 

Customer relationship 
management 

Pearson Correlation .609** .536** 1 .439** 
Sig. (2-tailed) .000 .000  .000 
N 113 116 127 124 

Competitive advantage Pearson Correlation .509** .425** .439** 1 
Sig. (2-tailed) .000 .000 .000  
N 126 126 124 140 

**. Correlation is significant at the 0.01 level (2-tailed).    
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Conclusion:  
This study was conducted to inspect the influence of CRM, Competitive Advantage and 
Satisfaction upon the Loyalty of customers of banking sector of Lahore, Pakistan. To perform 
this activity, quantitative research method is used. A structured questionnaire was used in this 
study as a Research tool. Results of study showed that there is a significant effect of CRM, 
Competitive Advantage and Satisfaction on general customers’ Loyalty with reference to 
banking sector.  
Suggestions: 
We suggest that the policy makers should have to work on these factors to improve the 
customer loyalty in the banking sector in Pakistan. It will help in the growth and development 
of banking sector and will help them to retain more customers by increasing their loyalty and 
commitment. 
Limitations: 
We faced the problems while gathering quantitative data and we were able to access only 150 
respondents. The customers who were actually required for our research was difficult to 
approach. We also had difficulty because some of the respondents were not been able to give 
us the correct and required data. 
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