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ABSTRACT

The research helps to assess factors that affect customer retention and compare the practice of
ten private commercial banks which implement mobile banking service that adds customer value
through providing convenience and flexibility using a cost-effective method. For this reason, the
research aimed at investigating the effect of mobile banking on customer retention: evidence
from private commercial bank. To attain the objective, the study used explanatory research
design method using quantitative approach. Both primary & secondary data were used, to
collect primary data 384 questionnaires were distributed among them only 352 were obtained &
used for the research. The study used both descriptive and inferential analysis methods using
multiple regression models. To beat a high competition due to the provision of identical services

among banks, Banks face problems on distinguishing themselves.

The study found that customer retention is positively affected by all variables. Among all
customer satisfaction, service quality & delivery, customer awareness level has the highest effect
and the other three variables (switching cost, corporate image & relationship quality, and
information technology & security/privacy) have the least effect on customer retention in mobile
banking service. Therefore to increase customer retention the bank management should
implement programs that support awareness creation, customer satisfaction, brand image and
reputation by continuously assessing the service quality & delivery of mobile banking services

provided to their customers.

Key words: Mobile banking, customer retention, customer satisfaction, service quality &
delivery, customer awareness level, switching cost, corporate image & relationship quality, and
information technology & security/privacy
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CHAPTER ONE: INTRODUCTION

This chapter discusses the overview of the study which included background discussions on
customer retention and mobile banking services. Problems that initiated to carry out this paper
and the research questions used to fill the gap are briefly discussed. The scope, limitations,

significance, and organization of the research paper are also part of chapter one discussions.
1.1 Background of the study

The rapidly growing information and communication technology are knocking the front- door of
every organization in the world (Nyamtiga et al., 2013), where Ethiopian banks would not be
exceptional. The usage rate of electronic banking in developed countries is high and increasing
in developing countries as well. To be competent in the current banking industry banks exert
their effort in Ethiopia as well (Worku, 2010).

For the past decade, mobile banking service has gained popularity (Zhang & Liu, 2012) and
considered as one of the major technological innovations (Lin, 2010). Banks also use services as
one of their strategies to increase their relationship quality with the customers (Riquelme & Rios,
2010). Therefore, banks can offer a cost-effective channel that has a strong positive impact on
the retention of existing customers (Rootman, 2010).

Mobile banking offers convenience to customers by allowing them to conduct financial
transactions, such as account transfer, pay bills, to check their balance and other financial
services by using a mobile device (mobile phone, Smartphone, or tablet) (Zhang & Liu, 2012)
which helps to increase service quality through giving customers control over their bank
accounts without having to physically visit bank’s branch (Lin, 2013). Mobile banking most
often performed via SMS or mobile internet which helps the banks to deliver products and
services for their customers. It allows customers to create value anywhere and anytime (Thakur,
2014).

1|Page
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Recently the concept of customer retention has gained the attention of both goods and services
providing firms. The banking institutions in both developed and developing countries are now
giving attention to retaining their customers to distinguish themselves through delivering quality

service (Munyiri, 2014).

To retain customers, banks need to develop effective strategies that help to move their clients to
electronic channels such as mobile banking services (Laukkanen, 2016). For this reason,
researchers emphasize the effect of mobile banking on customer retention, and some of them are

discussed below.

According to Mahmoud (2019), the positive influence of e-banking on customer retention is
proved by taking trustworthiness, reliability, and responsiveness as a variable factor and used
gender as a mediating variable of e-banking system. Other research conducted by (Wasike &
Otiso, 2016) considers other variable factors as mobile banking indicators i.e. efficiency,
security, service quality, flexibility, and confidence level of the customers. using the variables
the research proved that Mobile banking service is positively affected by the above-listed

variables and enhances customer loyalty.

Research conducted by Salehi & Alipour (2010) found that there is a relationship between
mobile banking and customer retention by accessing e-banking acceptance on banks by using
service quality, customer preference, and satisfaction. The study also suggests other researchers

access the effect of the customer awareness level on customer retention.
1.2 Statement of the problem

Since product developments in banks are easily adaptable, banks are providing nearly identical
services. Hence, banks have to focus on distinguishing themselves on the bases of quality
products and services to retain customers. Customer retention is an important component of
banking strategy in today’s increasingly competitive environment. The foremost challenges
banks are currently facing are cost containment and customer retention. Therefore, a relentless

focus on customer retention is required to sustain their competitiveness (Haripersad & Sookdeo,

2|Page
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2018) Organizations used different strategies to manage customer complaints and technology is
one of them, especially on service sectors. For banks to embrace competition in the industry use
of information technology concepts, techniques, and strategies is very important. Mobile banking
is expanding and coverage into the developing world is beyond expectations (Aker & Mbiti,
2010) In many parts of the developing world, particularly in Africa and Asia, mobile banking is
being used as an important tool to bring financial services to the people (Kim & Kang, 2018).

Mobile banking services are designed to offer customers convenience and control over their bank
accounts without having to physically visit the bank’s branch. Hence, this is expected to increase
service quality by offering convenience, decrease error, and provide the self-service capability
for customers. Commercial banks have recorded the benefits of electronic banking on increasing
customer base, reduction on the cost of operation, enhancing customer service and improving
competitive advantage in the industry due to its nascent nature, electronic banking cannot be

ignored in the banking industry (Worku et al., 2016)

Recently the number of mobile phone users in Ethiopia is increasing tremendously. Even if the
number is increasing the service is still at an infant stage and a recent phenomenon in the
country. few researchers Jairus (2018) & Uronu (2014) have tried to investigate the effect of
electronic banking on customer retention, but several researchers give attention to the impact of
mobile banking on customer satisfaction, (Altobishi, 2018; Hamid et al., 2018; Gomachab &
Franco, 2018; Shaban, 2016). For this reason, the effect of mobile banking specifically on
customer retention is rarely researched and the result is inconclusive whether it is positive or
otherwise. This study examines the effect of mobile banking on customer retention in private

commercial banks.

Tamuliene & Gabryte (2014) tried to identify the factors influencing customer retention in the
case of Lithuanian mobile operators by focusing on three variables i.e. customer satisfaction,
relationship quality & switching costs. The result showed that there is a significant positive
correlation between the variables and customer retention. Igbudu et al. (2018) assessed the effect

of sustainable banking Practices using a corporate image as a mediating variable. Results from
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the model showed that sustainable banking practices and corporate image directly and positively
affected bank loyalty.

As per the study conducted by Mahapatra & Kumar (2017) focused on Indian banks the study
grouped the variables into four i.e tangible, reliability, responsiveness and assurance & empathy
with the customer retention, and the conclusion showed that there is a relationship between the

variables.

Based on the study conducted by different researchers Yeong & Fen, 2012; Alkhaldi & Kharma
(2018) concluded that a low level of customer awareness on mobile banking services can

influence their intention to adopt this service and the loyalty of the customers.

The effect of technology on customer satisfaction and retention on TESO retail outlets is
explained by (Folarin, 2015) using five independent variables (cost reduction, speedy process,
communication & relationship, accessibility & convenience) and two dependent variables
(customers satisfaction and retention).the research finally revealed that adoption of advanced

information technology improves both customer satisfaction and retention.

Research conducted by Natarij & Rajendran (2018) on the association between relationship
quality and customer retention in Chennai, India .the result concluded that relationship quality

has a significant positive impact on customer retention.

By referring to the above-conducted researches conducted by different researchers this research
expands the number of variable factors that are accessed by different researchers by overcoming
the limitations on the selection of variables due to many constraints.in addition this research
targets a different geographical area. For this reason, the effect of customer satisfaction, service
quality & delivery, customer awareness level, information technology & security/privacy,
switching cost, corporate image & relationship quality on customer retention is discussed. The
listed variables are taken based on the previously conducted researches by different authors
(Tamuliene & Gabryte, 2014; Mahapatra & Kumar, 2017; Yeong & Fen, 2012; Alkhaldi &
Kharma, 2018; Folarin, 2015; Natarij & Rajendran, 2018).
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1.3 Research questions

This paper examines the effect of mobile banking on customer retention of private commercial

banks.

Concerning the above premises the research answers the following basic questions:

YV V V VY

Y VY

How customer satisfaction of mobile banking affects customer retention?

How do service quality & delivery of mobile banking affect customer retention?

How customer awareness level of mobile banking affects customer retention?

How mobile banking information technology & security/privacy affects customer
retention?

How switching cost on mobile banking does affect customer retention?

How corporate image & relationship quality of mobile banking do affects customer

retention?

1.4 Objectives of the study

1.4.1 General objective

The main intent of this research is to examine the effect of mobile banking on customer retention

of private commercial banks.

1.4.2 Specific objectives

The specific objectives of the study are:

>
>

To examine the effect of customer satisfaction of mobile banking on customer retention
To examine the effect of service quality and delivery of mobile banking on customer
retention

To investigate the effect of customer awareness level of mobile banking on customer

retention
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» To investigate the effect of mobile banking information technology & security/privacy on
customer retention

» To examine the effect of switching cost of mobile banking on customer retention

» To investigate the effect of corporate image & relationship quality of mobile banking on

customer retention
1.5 Significance of the study

The research is important for different stakeholders as input for the purpose they intended to use
it. The conclusion, results, and recommendations of this research have potential value to
financial institutions, particularly for banks to identify the significant factors which affect
customer retention of ten selected private commercial banks which implement mobile banking
service, which helps to manage the variable factors and increase rate of customer retention with a
cost effective method which increases the success of the company by getting word of mouth

referral.

For bank customers, the advantages of Mobile banking services increases the customers value by
creating new levels of convenience with no time constraints which increases the flexibility. By
staying with the same mobile banking service provider, customers can avoid the potential risks

caused by switching such as switching cost, security/privacy related risks.

Additionally, the research also supports to decrease the usage of printing notes which incurs
additional costs like printing costs as a country level by decreasing the cash flow using more

technology based services.

Finally, for academicians, researchers and scholars the findings of this research provides
empirical evidence and add new knowledge about the practice of 10 private commercial banks
which implement mobile banking service in Ethiopia.it helps researchers who are interested on
conducting a case study on one bank or compare the practice of selected/all private commercial
banks and their effect on customer retention.in addition, the study also helps to understand the

complex relationship between customer satisfaction, service quality & delivery, customer
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awareness level, information technology & security/privacy, switching cost, corporate image &
relationship quality with customer retention in the technology-based self-service area of mobile

banking.
1.6 Scope of the study

The study focused on the effect of Mobile banking on customer retention evidence from private
commercial banks in Ethiopia, Addis Ababa. Addis Ababa city is selected since the people
residing in the city are relatively aware of the technologies and have more experience on using
technology based services. Moreover, it is the capital city of the country and has a heterogeneous
population, including wide spread of potential respondents to the study which ensure the

inclusiveness of the respondents.

Since the study focused on the factors influencing customer retention the target population is a
mobile banking customer of ten private commercial banks which implements mobile banking
services since they have a direct contact with the issue and they are a good input to get the

required level of the information.
1.7 Limitation of the study

The main limitation of the research is the target population of the study. The study only focused
on selected private commercial banks which gives mobile banking service because it’s difficult
to generalize the effect of mobile banking service on customer retention in the banking industry

practice in Ethiopia.

The survey is distributed to selected sample respondents due to financial and time constraint. In
addition, due to the current epidemic, questionnaire distribution and respondent interview is
difficult. Due to lack of sufficient researches on related topics in the country, it is difficult to

obtain adequate data from published articles.
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1.8 Organization of the study

The rest of the research report is organized into four chapters: In chapter two, a range of
theoretical and empirical literatures review is captured there to gather relevant information
concerning mobile banking. Additionally the chapter also included the literature gap and
conceptual framework of the study .In chapter three, detail of methodology that was followed to
achieve results was outlined. It includes the study design and approach, sampling method, source
and type of data collection and analysis methods. Validity & reliability test and hypothesis of the
study are parts of the chapter. Chapter four contains results and discussion of the research and

the last chapter focused on the main findings, conclusions
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CHAPTER-TWO: LITERATURE REVIEW

This chapter covers the theoretical, empirical, research gap, and conceptual framework of the
study. Overview, importance, and practice of mobile banking in Ethiopia, the definition of the
dependent variable (customer retention), and its relationship with mobile banking is discussed
under the theoretical review part. The variable factors which affect customer retention (i.e.
Customer satisfaction, service quality & delivery, customer awareness level, information
technology & security/privacy, switching cost, corporate image & relationship quality) are
included in the empirical review. The uncovered areas from the previous researches are
discussed in the research gap & finally at the end of the chapter shows the conceptual framework

of the study.
2.1 Theoretical Review
2.1.1 Overview of Mobile Banking

Electronic banking services are operated as banking services with the help of information
technologies. This enables the bank customers to acquire service without the direct involvement
of employees (Yaghubi & Seyedin, 2015). Banks use different electronic banking services
channels i.e. internet banking, Automated teller machines (Atm’s), Point of sales (POS), and
mobile banking is also considered an important type of electronic channel in banks (Mohammed,

2018) to meet their customer requirements.

Mobile banking is a modern approach used by financial institutions to facilitate the service of
financial organizations via mobile phone or device. Which gives chances to customers to access
banking services and to transact using their mobile phones with the help of information and
telecommunication technology (Dineshwar & Steven, 2013) Mobile banking can’t stand alone
without the help of mobile telecommunication device. According to Teshome (2016), mobile
banking works with mobile telecommunication devices to provide and avail the banks and

financial services to their customers.
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Mobile banking is the use of mobile terminals such as personal digital assistants (PDAs) and cell
phones to access banking networks via the wireless application protocol (WAP) (Zhou & Wang,
2010). Mobile banking service allows customers to perform fundamental transactions such as

deposit, cash-in and cash-out, and transfer money that is accessible by the mobile device.

To enjoy the benefits of mobile banking, a user needs to have a mobile phone that is equipped
with the features required by the bank that provides this service (Bank Negara Malaysia, 2012).
Once a user obtained a registered account for mobile banking from the banking institution, the
user would be able to do banking transactions from anywhere. The mobile banking can be done
either by accessing the bank’s web page through the web browser on the mobile phone, via text
messaging, or by using an application downloaded to the mobile phone (Board of Governors of
Federal Reserve Systems, 2012)

Another definition of mobile banking is a new and faster delivery channel which creates
convenience for customers to enjoy banking services from anywhere anytime (Ravichandra,
2016) Mobile banking also is known as M-Banking.it is a system for performing balance checks,
account transactions, payments, credit applications, and other banking transactions through a

mobile device such as a mobile phone.

Worldwide, mobile banking service is increasing in different countries like India, Pakistan, Iran,
and Saudi Arabia.in India, State Bank of India (SBI) provides micro-insurance, micro-finance
facilities, deposit, withdrawal, remittance services to its customers through mobile banking
(Bamoriya & Singh, 2011). Considering the advantages and the convenience of the usage rate of
mobile banking services is still very low in both developed and developing counties (Agwu,
2012).

In some countries and regions, mobile banking and more specifically SMS-based mobile banking
applications have become popular but not still widely used (Ravichandra, 2016), after 3G and 4G
smart mobile phones come to the market wireless service delivery channel becomes the best
alternative for firms to create opportunities. Besides this, the personality of mobile phones over

PC’s internet becomes the main preference of the customers. This shows that soon mobile
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phones will be seen as an alternative to PC’s (Kharaim & Salim, 2011). After the inception of a
smartphone with WAP support in 1999, the first European bank offers mobile banking for its
customers. This changes mobile banking services practice by using short message service (SMS)
banking (Kiura & Ngahu, 2012). In several African countries, authorities issued legislation
during the 2000s that allows mobile telecom operators to partner with financial institutions to
provide mobile financial services. This initiative had a huge impact on the development of the
traditional mobile banking services provided by banks such as Mozambican Banco Terra (Terra
Movel) and Moza Bank (Moza mobile), Kenyan Bank of Africa (b-web), and South African
Standard Bank (Standard Bank mobile). And the release of several mobile payment services such
as Mozambican M-KESK, Kenyan M-PESA, and South African WIZZIT. Regional innovation,
knowledge, and learning development strategies allowed financial institutions to obtain

competitiveness in the mobile banking service in African countries (Zhao, 2011).

In addition to the above reason, rapid growth of mobile networks also plays a great role for
developing countries to adopt mobile services (Nyamtiga, 2013) Mobile phone services facilitate
customers to transfer money to and from their equity bank account and also helps to enjoy other
benefits which come with the bank accounts (Mtaa, 2010) The expansion of systems in
developed and developing countries, open doors to financial sectors to use the system
effectively. The rapid growth of technology in Ethiopia becomes the alarm for every

organization, where Ethiopian banks would never be exceptional. (Garedachew, 2010)

2.1.1.1 Benefits of mobile banking

The use of mobile phones gives a chance to expand the markets, social business, and public
services in both developing and developed countries (Spence & Smith, 2010) The rapid
advancement of mobile technologies all over the world made the mobile banking services
increasingly important (Lin, 2011) mobile banking services benefits both the companies and
customers. It allows financial service providers to introduce new financial innovations which
help to improve the operational performance of the organizations, increase customer satisfaction
and efficiency by giving opportunity for customers to access banking services without going to

branches.
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According to the researchers conducted by Cruz et al., 2010 & Dasgupta et al. (2011) adoption of
mobile banking has a significant impact on reducing costs and facilitating change in retail
banking. The researchers also stated that mobile banking has great potential to provide reliable

services to people living in remote areas where internet facility is limited.

The main reasons for financial firms and banks to provide mobile banking service is to reduce
costs, to gain revenue from service fees, to enable new service channels, improve the flexibility
of business transactions, increase speed, minimize processing periods and to support future
customers (Huili & Chunfang, 2011 & Ayo et al.; 2010). Through better marketing and sales
activities banks can utilize the time saved by the mobile banking channel for expansion of
business (Sunil & Durga, 2013) which gives opportunities for banks to have a competitive
advantage over other banks and increases customer loyalty by creating a good relationship

between banks and customers.

Sunil & Durga (2013) revealed that mobile banking service not only helps banks but also
customers. Customers don’t need to stand at the bank counter for various inquiries about their
accounts. Because of this reason by using mobile banking customers can save their valuable time
and decreases the traveling cost in reaching the bank for their financial transactions. Deloitte
(2010) points out that with mobile banking customers no longer need to use scarce time and
resources to travel to bank branches. Nevertheless, despite the widespread proliferation of mobile
phones and the numerous advantages that mobile banking offers, mobile banking is still not
widely adopted (Riquelme & Rios, 2010).

2.1.1.2 Mobile Banking in Ethiopian Banking Industry

The electronic banking service was introduced in the Ethiopian market in 2001 when the largest
state-owned, Commercial Bank of Ethiopia (CBE) introduced an Automated teller machine to
deliver service to the local customers. (Gardachew, 2010)After the introduction of electronic
banking mobile banking came into full practice after several years of trials and errors. Since
then, mobile banking has shown a gradual growth across many various parts of Ethiopia. Despite

the very high mobile penetration rate, the use and adoption of mobile banking services remain
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low. With the advent of new mobile technologies, such as Blackberry, iPhone, Androids, etc.,
which serve as a facilitator, (Agwu, 2012), many customers who are tired of the old banking
systems started looking for time-saving alternatives. The review of the existing literature showed
that mobile banking has been widely researched in developed and emerging economies

compared to developing countries like Ethiopia.

Currently, mobile banking practice in Ethiopia can be considered as accessing the core banking
system via their mobile phone. As per the National bank directives No. FIS /01/2012. Both
government and private commercial banks have a license to operate mobile and agent banking
services. The first bank which introduced mobile banking service is a commercial bank of
Ethiopia in the year 2013. In 2014, among the other private banks, Dashen bank is the first
private bank to provide mobile banking services to its customers. For the next four consecutive
years, the number of mobile banking service provider banks are increasing.by the year 2016
eight banks started providing mobile banking service.as of 2017 the total number of banks
increased by one compared to 2016.in 2018 there is no progress on the number of banks and as
of June 2019, the number of banks has reached eleven in number.it shows that the expansion of
mobile banking service providing firms as well as the number of customers. As of June 2019, the
number of mobile banking service provider banks has reached eleven with 4,526,434 active

numbers of mobile banking users.

After the implementation of mobile banking in Ethiopia, mobile banking users have seen some
growth but in terms of the transaction and active involvement but still has a way to go as

compared to a majority of customer who traditionally prefers banking.

In September 2013 the number of mobile banking users has reached 16,558. The data indicate
that the users’ number is increased every year. From 2013-2014 the highest growth was
reached.in total on average from 2013-2019 299% growth is achieved in June 2019

As a result of the increase in the number of mobile banking users, both the transaction number

and amount through mobile banking have shown some growth from year to year. The below
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table shows the total transaction number and amount transacted through mobile banking from the
year 2014-2019.

According to the national bank of Ethiopia (NBE) data in 2019. the growth of the total amount
transferred through mobile banking from 2014 — 2019 is 366% on average. By the year 2018, the
growth is decreased by 3% and the amount is increased every year the average growth of the
amount transferred through mobile banking from 2014-2019 is 829%

2.2 Definition of Customer retention

Customer retention is the activity of a company that is used to prevent customers not to shift to
other competitors. This business strategy helps to decrease costs and increase the profitability of
the organizations. Customer retention concept is given special attention in the banking industry
also when the number of customers is losing and the cost of acquiring new customers is very
high, it results from competition for deposits among banks which makes banks to give focus on
this strategy (Mbithi, 2013).

Different researchers give a different definition of customer retention. Based on the research
conducted by Danesh, et al., 2012 in Malaysia hypermarkets focusing on the relationship
between customer satisfaction, Customer Trust, and Switching Barriers on Customer Retention.
According to the study customer retention is defined as the future propensity of a customer to
stay with the service provider.

The other definition given by Singh & Khan (2012) Customer Retention is the activity that a
selling organization undertakes to reduce customer defections, which deals with keeping
customers by providing a great customer experience aimed at turning the occasional customers

into frequent customers.

According to Haripersad & Sookdeo (2018) the research conducted in commercial banking
South Africa investigation the main factors that banking customers consider in their decision to
leave their current bank for a competitor. Based on the initiation the study identified four

variable factors, which have a higher effect on customer retention. The variables are service,
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product, value, and technology according to their level of influence to retain customers of the
banks.

2.3 Mobile Banking Service and Customer Retention

Jairus (2018) based on the research conducted in commercial banks in Nakuru Town the study
ranked the communication types according to their impact on customer retention.
Communication through SMS takes the leading part which is followed by mobile banking, ATM,
e-mail, and internet banking. Based on the ranking the study concluded that there is a significant

relationship between the use of electronic banking and customer retention.

Mahdi & Mehrdad (2010) According to the study conducted in IRAN which focused on the
influence of mobile banking. The study concluded that customer knowledge about the service is
insufficient, which revealed that e-banking acceptance depends on service quality, customer
preferences, and satisfaction. This implies that there is a relationship between mobile banking

and customer retention.

As stated by Mahmoud (2019) e-banking positively influences customer retention which implies
that since mobile banking is one of the e-banking systems the finding shows that customer
retention is also affected by mobile banking service by considering trustworthiness, reliability,

and responsiveness as indicators of e-banking system.

Other research supported the concept that there is a relationship between mobile banking and
customer retention. The assessment used variables such as service quality, customer’s preference
and satisfaction to assess the effect of the e-banking acceptance on banks Salehi, & Alipour
(2010).
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2.4 Empirical literature review

In connection with the empirical works of literature, numerous researches have been conducted
to examine factors influencing customer retention using a wide variety of variables. Based on the
previously conducted researches the customer retention variables are discussed in the following

paragraphs.
2.4.1 Customer satisfaction

Odunlami (2015) According to the study conducted in Nigeria focused on a reputable bank that
examined the impact of customer satisfaction on customer retention. The finding suggests that
customer satisfaction as a whole has independently contributed immensely to retain respective
customers.it is indicated that there is a significant relationship between customer satisfaction and

customer retention.

A research conducted by Tamuliene & Gabryte (2014) tried to identify the factors influencing
customer retention in the case of Lithuanian mobile operators by focusing on variables to
identify their effect on customer retention. The result showed that there is a statistically
significant positive correlation between customer satisfaction, relationship quality, switching
costs, and customer retention. Among them, switching costs have the greatest impact on
customer retention. It is also claimed that relationship quality has a direct and indirect impact on
customer retention. (Auniel & Obino, 2018) In the research carried by the authors, the study
selected four variables that affect customer retention by developing a hypothesis. The conclusion
of the study shows that service quality, service delivery, customer relationships, and customer

satisfaction are positively related to customer retention in commercial banks in Tanzania.

According to Ibojo et al (2013), Customer satisfaction is an integral part of business objectives of
any organization which helps to constantly retain its numerous customers in this competitive
global village, through understanding the needs of the target market and the provision of needs
satisfying packages in meeting and satisfying these needs at a greater extent, thus, building and
maintaining a long-lasting and favorable relationship with the target market. Based on the
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author's opinion a satisfied and retained customer will give room for repeat purchase while the
unsatisfied customer may decide to switch to other brands or competitive brands of other

organizations.

According to Saleem & Rashid (2011), Banks changed their system from traditional to advanced
(electronic banking) to get a competitive advantage and increase customer satisfaction. To
achieve the objective they adopt new technologies like Mobile banking. Since the aim of mobile

is communication.so bankers took advantage of using M-banking for bank transactions.

Makonnen (2016) the research used customer satisfaction as a mediator between independent
variables (service quality, corporate image, and price) and the dependent variable (customer
retention). Based on the conclusion it is revealed that service quality, price,image, and reputation
are the important factors that can increase the satisfaction of a customer and retain customers
towards the bank. The hypothesis test shows that service quality has a significant impact on
customer satisfaction and retention. And also the service quality dimensions vary in driving
customer satisfaction and retention.63.5% the independent variables explained the dependent
variable. Based on the finding major determinants of customer retention are service quality and
corporate image and the effect of Price was found to be not significant to customer satisfaction

and retention of bank customers.
2.4.2 Service Quality & delivery

Metabis & Hawary (2013) in the banking sector service quality is a foundation to differentiate &
beat a competition from competitors which helps to satisfy customers’ requirements. As per the
study conducted by (Mary, 2013), the influence of service quality on customer retention in
Tanzania commercial banks in the case of CRDB Bank in the Dar es salaam region was assessed
using the SEQUAL model. The conclusion shows that service quality influences customer
retention. The main influential factor is tangibility followed by responsiveness, Empathy,

Reliability, and lastly Assurance.
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According to the study conducted on commercial banks in Kenya by focusing on the relationship
between service quality dimensions & customer retention. The analysis of the study shows that
there is a significant relationship between the variables. This implies that an increase in any

variable will increase customer retention (Daniel, 2016).

The study carried in Hong Kong by Mei et al. (2013) focusing on service quality in the banking
industry showed that the value of services provided to the customers is directly affected loyalty
in the banking industry.

To evaluate the service quality, the research used four variable dimensions of service quality i.e.
Reliability, assurance, responsiveness, and empathy. This can be applied to mobile banking
service (Culiberg & Rojsek, 2010) defines dimensions as follows:

> Reliability — the ability to perform the promised service dependably & accurately.

> Responsiveness — is providing prompt service and help customers

» Assurance is the knowledge and courtesy of employees and their ability to inspire trust
and confidence.

» Empathy - willingness and capability to give personalized attention to a customer.

According to the result of the study quality of e-services also has a direct and indirect impact on
both e-satisfaction and e-trust. This implies that all three variables have a direct and indirect
effect on electronics loyalty (e-loyalty) of the customers. The other issue concluded in the
research is E-loyalty brings a high rate of customer retention and reduced cost for recruiting new
customers which increases the long-term profitability of the company. The study also
recommends that managers should give attention since quality is a major factor in e-loyalty
(Ghane et al., 2011)

2.4.3 Customer awareness level

Kumar et al (2015) mentioned that the growth of Information, Communication, and Technology
facilitated the emergence of Electronic Commerce. The main objective of the study was to

examine the customers’ attitudes towards e-banking and to find out the level of satisfaction of
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the customers towards e-banking services in Krishnagiri town. The study analyzed the awareness
level of the customers based on age, qualification, occupation, and income of customers.
Concentrating on the customers’ expectations from value-added services helps to increase the
satisfaction level of the customers towards e-banking services which leads to increase customer

retention.

Based on the study conducted by different researchers Yeong & Fen, 2012; Alkhaldi & Kharma
(2018).low level of customer awareness of mobile banking services can influence their intention
to adopt this service. Besides, lack of knowledge about mobile technology and/or mobile
banking especially information related to the applications discourage them from trying the
service and not to be loyal to the service given by the banks. This leads to not familiar with the
low adoption rate of the service. this research supports the below hypothesis by testing the
integrated components of technology acceptance model (TAM) of Peou and PU, innovation
diffusion theory of perceived risk with perceived trust and awareness to investigate what

determines mobile banking user’s acceptance of the technology.
2.4.4 Information technology & Security/privacy

Technological innovation has a significant effect on financial institutions make their business
more flexible and adaptive (Crane, 2011) not only in Ethiopia, but technological innovations like
mobile banking, smart card applications, ATM’s and internet banking also s expanding in the
global banking industry. Technological innovation is recognized as one of the major indicators of
organizational competitive advantage to increase the rate of loyal customers by focusing on

customer satisfaction and retention (Wisdom, 2012).

As explained by Folarin (2015) the effect of technology on customer satisfaction and retention
was assessed using a sample size of 253 customers of various TESCO retail outlets. five
independent variables (cost reduction, speedy process, communication and relationship,
accessibility, and convenience) and two dependent variables (customer satisfaction and

retention) were used. The research found that if there is an improvement in customer satisfaction
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it will have a positive impact on customer retention. Additionally, the research revealed that the
adoption of advanced information technology improves customer satisfaction and retention.

The effect of internet technology on customer loyalty is accessed by (Seyed et al., 2013) taken a
sample size of 288 to test the relationship among internet technology, customer satisfaction,
customer retention, and loyalty. According to the results, internet technology not only improves
customer service, but it can also increase the value of the customers by increasing the rate of

retention and loyalty. This shows that technology has a significant effect on customer retention.

Wisdom (2012) stated that technological innovation key variable to get a competitive advantage
to the company. Furthermore, technological innovations like smart card applications, mobile
banking, ATMs, and internet banking also improve loyalty increases the satisfaction and

retention rate of customers.

As per the research conducted by Samsudin et al (2011), the research revealed that consumers do
not use online services including mobile phone services because of the privacy issue of personal
information and communications. The study conducted using 800 questionnaires distributed. The

analysis shows that privacy is positively significant for customer loyalty.

User trust and privacy including security are required to ensure that users have their confidence
and to feel secure in mobile banking services. Trust plays an important role in providing
satisfaction and expected outcomes for mobile commerce users which enhance customer
retention and loyalty (Li & Yeh, 2010).

2.4.5 Switching cost

The research conducted in Taiwan. A sample size of 500 bank account holders with 404 valid
responses was taken to conduct the relationship between switching cost and customer retention
in banking service customers. According to the result perception of switching costs has a positive

impact on banking service customer retention (Wang et al., 2012)
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Other research conducted by Venezuela (2014) defines switching cost as a type of costly
difficulty of changing supplier and it is considered as a negative switching barrier. The paper

also proved that customer loyalty is directly influenced by switching costs.

Martinovi¢ & Marija (2018) also support the conclusion of the above researchers. The study
discussed that switching costs play an incremental role in loyalty development. The variable also
has a direct and positive influence on loyalty and paly as a mediator between drivers of customer

loyalty and customer loyalty itself in the banking sector.
2.4.6 Corporate image & relationship quality

The study used 511 questionnaires and developed an equation model to understand the role of
sustainable banking practices on bank loyalty and explored the mediating effect of corporate
image on the relationship between sustainable banking practices and bank loyalty. the result from
the questionnaires revealed that corporate image directly and positively affects bank loyalty in

banking service, (Igbudu et.al.,2018).

A study conducted in Zimbabwe also supported the research conclusion that revealed there is a
direct relationship between corporate image and bank loyalty. The other finding is corporate
image can be considered as a mediated factor among service quality and bank loyalty.
(Makanyeza & Chikazhe, 2017)

This study showed that bank loyalty positively affected by corporate image. In other words, a
positive perception from a bank’s customer enhanced the customer’s loyalty to that brand, which
upholds the prior position that corporate image serves as an antecedent to bank loyalty (Abdinoor
& Mbamba, 2017)

To beat stiff competition in the banking industry, customer retention gains special attention.
(Gallo, 2014) Found that, acquiring a new customer is 25 times costly than retaining and it also

has an impact on profit by a 5% increase in customer retention increases profits by 25% to 95%.
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Natarij & Rajendran (2018) the association between relationship quality and customer retention
was the main focus of the study. For this reason, a multi-stage random sampling method was
used and 413 responses from bank customers in Chennai, India were taken. The result revealed

that relationship quality has a significant positive impact on customer retention.
2.5 Literature gap

Customer retention is an important component in the banking sector and researches proved that
banks are facing a problem of retaining their customers (Haripersad & Sookdeo, 2018). Previous
researches tried to assess the variable factors which affect customer retention by focusing on the
overall practice of the organization, which is not specific to mobile banking service (Auniel &
Obino, 2018; Makonnen, 2016; Daniel, 2016).

Ibojo & Odunlami (2015) the paper examined the impact of Customer Satisfaction on Customer
Retention by focusing on a reputable bank in Oyo, Nigeria as a target group for the study. The
finding revealed that customer satisfaction independently accounts for 71.7% of the variation in
customer retention. This implies that there is a significant relationship between customer

satisfaction and customer retention.

Tamuliene & Gabryte (2014) tried to identify the factors influencing customer retention in the
case of Lithuanian mobile operators by focusing on three variables i.e customer satisfaction,
relationship quality, switching costs. The result showed that there is a statistically significant

positive correlation between the variables and customer retention

According to the research conducted by Sagib & Zapan (2014), the study tried to understand the
quality dimensions of mobile banking services in Bangladeshi and their impact on customer
satisfaction and retention. The study identified four dimensions of perceived quality
(i.e. reliability and responsiveness, convenience, efficiency & assurance, and security).among the
four variables only reliability and responsiveness, efficiency and convenience have a positive
influence on customer satisfaction and two of them on customer retention (reliability and

efficiency).
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Even though similar studies have been done by previous researchers most the studies focused on
the selected variables & selected organization which is hard to conclude the effect of mobile
banking on customer retention as a broad level (Ibojo & Odunlami, 2015; Tamuliene & Gabryte,
2014; Sagib & Zapan; 2014)

2.6 Conceptual Framework

A research conducted by Tamuliene & Gabryte (2014) focused on customer satisfaction,
relationship quality, switching costs, and customer retention and the conclusion revealed that

there is a positive correlation among the variables.

Other research conducted by (Yeong & Fen, 2012) assessed the influence of customer awareness
on the adoption of mobile banking service.

Wisdom (2012) stated that technological innovation like mobile banking service improves

loyalty which increases the rate of customer satisfaction & retention.

The association between relationship quality and customer retention was assessed by Natarij &
Rajendran (2018) and the study concluded that relationship quality has a significant positive

impact on customer retention.

The conceptual framework displayed in the Figure below extracted from previously discussed
empirical and theoretical literature. It illustrates the causal effect of independent variables on the
dependent variable. It shows customer satisfaction, service quality & delivery, customer
awareness level, information technology & security/privacy, switching cost and, corporate image

& relationship quality have an effect on customer retention.
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Independent variables

Customer satisfaction

Service quality & delivery

Customer awareness level

Dependent

Information technology & security/privacy variable

Switching cost

N

Corporate image & relationship quality

Figure 1 Conceptual framework (Bhatti, 2016; Daniel, 2016 and modified by the researcher)
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CHAPTER THREE: RESEARCH METHODOLOGY

This section presents the methodology followed to achieve the research objectives. It highlights
the research approach, research design, source of data for the study, data sampling technique, and
descriptions of data collection tools. Finally, the methods used to analyze the data are discussed.

3.1 Research design

According to Sekaran (2016) research design is a blueprint or plan for the collection,
measurement, and analysis of data to answer the research questions. Explanatory research type is
a type of research that helps to cover the unexplored areas & problems in-depth manner that is
not well researched before. Additionally, it provides a better-researched model and conclusion by
focusing on variables that demand priority. For this reason, explanatory research type is
considered as appropriate to examine the effect of mobile banking on customer retention. Based
on the theoretical framework, the study undertakes to measure the effects of the independent
variables such as customer satisfaction, service quality & delivery, customer awareness level,
information technology & security/privacy, switching cost, corporate image & relationship

quality, and the dependent variable (customer retention).
3.2 Research approach

To answer the questions raised in the research quantitative research method was used. According
to Mujis (2010) Quantitative method is important in business research as data from samples can
be used to estimate parameters relating to the population as a whole, it is the best to explain
phenomena and specifically suitable for testing hypothesis’. Thus, the quantitative method
enabled this research to produce reliable data as the research result can be generalized based on
selected samples. A quantitative research method is used using close-ended structured
questionnaires. For the above listed reasons the research used quantitative research approach

method.
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3.3 Sampling methods
3.3.1 Target population:

Since the main purpose of the study is to examine the effect of mobile banking on customer
retention evidence from private commercial bank customers who use mobile banking services is
the target for the study. Based on the national bank of Ethiopia 2019 data the study targets a
population of 4,526,434 mobile banking users. Considering time and cost constraints the target
sample or respondents are selected using a convenience sampling method. The convenience
sampling method is used for the study since it allows getting data by achieving the sample size in
a relatively affordable and easiest way. Besides, it also facilitates the data gathering process by
following limited rules.to overcome the limitations of the sampling method the researcher took
samples from different branches of the banks to minimize the possibility of being biased and the

limitation on the generalization of the results.
3.3.2 Sample size:

The sample size is a part of the population chosen for a survey or experiment. The mathematics
of probability proved that the size of the population is irrelevant unless the size of the sample
exceeds a few percent of the total population under examination. The following sample size
determination formula is developed for sampling size, using a 95% confidence level with a 5%
margin error. A confidence level refers to the percentage of all possible samples that can be
expected to include the true population parameter and helps to test the hypothesis. It implies that
the sample population represented the target population of the research with a 95% confidence
level. A 95% confidence level is chosen to get a 95% true value with a 5% error/probability that
might be wrong. This indicated that if the survey were repeated it will deliver a result that would
be close to the same value. Yamane (1967) provides a simplified formula to calculate sample

sizes as shown below.

N

"TIEN ()
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Where n is the sample size,
N is the population size, and

e is the sampling error = (0.05)

However this sampling formula is functional for small samples. Therefore, statisticians set
standard sample calculators and tables for large samples. Based on this table the standard sample
size is 384. Therefore Kocheral table of sample size determination is employed to have efficient
representations of the samples. The detail of sample size determinations is annexed at the end of

this paper.
3.4 Sources of data

The data needed for the research paper is collected from both sources i.e. primary as well as
secondary data. Primary data is gathered up through close-ended questionnaires in the form of
Likert five scales. Primary data is used since it helps to generate accurate and valid data by
giving the researcher full control to decide the design, method, and data analysis techniques to be
used. It also supports the study to get up to figure since it’s an actual data & doesn’t gather from
old sources it helps to generate appropriate conclusions and recommendations. Besides the

primary data published journals are also used as a source of data.
3.5 Data collection tools

Methods of data collection depend on standard questionnaires which are in the form of Likert
five scales to measure Customer Retention (CR) dimensions with the conceptual framework of
the study. Likert scale is a type of attitudinal scale primarily used in questionnaires to obtain
participant’s preferences or degrees of agreement with a set of statements. Likert scales are a
non-comparative scaling technique and are one-dimensional (only measure a single trait) in
nature. Respondents are asked to indicate their level of agreement within a given statement by
way of an ordinal scale. Here, the study adopted a Likert scale that had five scales that ranged
from “Strongly Disagree” (1) to “Strongly Agree” (5) depended on the conceptual framework of

the study and its objective to be achieved.it is used for part two. The Likert Scale is used to
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measure the beliefs, attitudes, and opinions of the respondents’ by reducing frustration and helps

to increase response rate and quality (Albaum et al., 2010).

The research data is collected by distributing a close-ended questionnaire to customers at
different branches of private commercial banks which uses mobile banking service. The
questionnaire consisted of the general information of the respondents (age, sex, education status,
etc.) and multiple-choice questions. This approach helped to get the required data to measure the
effect of independent variables (customer satisfaction, service quality & delivery, customer
awareness level, information technology & security/privacy, switching cost, corporate image &

relationship quality) on the dependent variable (customer retention).

The questionnaires are designed in a survey based on the conceptual framework. Each questions
are derived from factors of customer retention. It is designed in a way that is clear, brief, and

understandable to the respondents as well as covering the relevant aspects of the main variables.

The first part of the questionnaire identified the demographic profile of the respondents. This
contains data about respondents’ characteristics like age, gender, education, and experience
level. The next part included opinion variables which consist of what respondents feel about
mobile banking service. These include 28 questions that measure customer satisfaction, service
quality & delivery, customer awareness level, information technology & security/privacy,
switching cost, corporate image & relationship quality. And the last part consisted of 3 questions

measuring customers’ retention.
3.6 Data analysis method

The research involved the use of descriptive and regression data analysis method for the primary
data. Descriptive statistics such as frequency distribution is used to make the analysis more
meaningful, clear and easily interpretable. Descriptive statistics allows the researchers to present
the data acquired in a structured, accurate and summarized manner. A Pearson Correlation
analysis method helps to rank correlation that helps to test the significance relationship between
customer retention factors and customer retention (Gogtay & Thatte, 2017).
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3.6.1 Regression Model

Regression is a statistical method used in finance, investing, and other disciplines that attempt to
determine the strength and character of the relationship between one dependent variable and a

series of other variables (known as independent variables) (Nusair & Hua, 2010).

For this research, multiple linear regressions (multiple regression or MLR) were used. It is a
statistical technique that used several explanatory variables to predict the outcome of a response
variable. Multiple regressions explained the relationship between multiple independent or
predictor variables and one dependent variable. A dependent variable is modeled as a function of
several independent variables with corresponding coefficients, along with the constant term. It is
used to predict the value of a variable based on the value of two or more other variables. The

variable we want to predict is called the dependent variable.

For this study multiple regression analysis helps to identify the strength of the effect of the
independent variables (customer satisfaction, service quality & delivery, customer awareness
level, information technology & security/privacy, switching cost and corporate image &
relationship) on the dependent variable (customer retention) additionally, it helped to understand
how much will the dependent changes when there is a change occurs on the independent
variables. The study used a regression model that addressed the variables such as customer
satisfaction (X3), service quality & delivery (X3), customer awareness level (X3), information
technology & security/privacy (X,), switching cost (Xs), corporate image & relationship quality

(Xe), ) and customer retention (Y) based on the above definition of variables.
Based on the above concept the regression model is specified as follows.

Y = By + A1 Xy + A X, + AzXs + AuX, + AsXs + AgXe + e
Where, A1, Az, Az, As, A, and Ag represented coefficients to be estimated

B= constant term, and;
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e= error term or noise of the model.

This can be expressed in terms factors of customer retention and customer retention in the

following ways:

Customer retention= B, +A; (customer satisfaction) +A, (service quality & delivery) + A
(customer awareness level) + A4 (information technology & security/privacy) + As (switching
cost) +As (corporate image & relationship quality) + e

3.6.2 Definition of Variables

» CUSTOMER SATISFACTION: is a measurement that determines how happy customers
are with the company’s products, services, and capabilities
» SERVICE QUALITY: is a global consumer judgment or attitude relating to service and
resulting from consumer comparison of their expectations and perceptions of actual
service performance
i. RELIABILITY - the ability to perform the promised service dependably and accurately.
ii. RESPONSIVENESS - the willingness to help customers and provide prompt service
which deals with customer’s questions, requests, and complaints attentively and
promptly.
iii. ASSURANCE - the Knowledge and courtesy of employees and their ability to convey
trust and confidence.
iv. EMPATHY - the provision of individualized attention and care to customers by
knowing the customer’s preference, his name, and his needs).
> SERVICE DELIVERY: the structure (facilities, equipment, etc.), infrastructure (job
design, skills, etc.), and processes for delivering a service.
» CUSTOMER AWARENESS LEVEL: the knowledge and understanding of a purchaser
regarding products/services or institutions or companies providing the products/services.
» INFORMATION TECHNOLOGY: the application of scientific knowledge for practical
purposes, especially in industry.
» PRIVACY: the right of a person to be left alone and to be able to have control over the

flow and disclosure of information about him or herself.
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» SECURITY: any kind of electronic tool, technique, or process which is designed to
protect a system’s information assets, or is a risk management or risk-mitigation tool.

» SWITCHING COST: are the costs that a consumer incurs as a result of changing brands,
suppliers, or products.

» CORPORATE IMAGE: is the overall perception of the company possessed by different
stakeholders.

» RELATIONSHIP QUALITY: refers to the overall assessment of the strength of a

relationship between two parties.
3.7 Validity and Reliability Test
3.7.1 Validity test

Validity is a degree of measuring procedure accurately reflects or assesses/captures the specific

concept that the researcher is attempting to measure.

The validity of the study is tested for the content of the research questionnaires against its
objectives, basic research questions, and hypotheses. The researcher used content and
constructive validity test by checking the concepts of the guestionnaires, and literature review
critically. Constructive validity is a type of validity that evaluates whether a measurement tool
represents things we are interested in measuring. Content validity assessed whether a test is
representative of all aspects of the construct.

3.7.2 Reliability Test

Reliability refers to the consistency and stability of measurement. The finding of this research
study said to be reliable if other researchers repeated this study and obtained the same result. In
this study, Alpha reliability was used to measure internal consistency of the mean of the items at
the time of administration of the questionnaire. The measurement of Cronbach’s Alpha is
specified as number 0 and 1. Hence, Cronbach’s Alpha have better consistency within items in

the scale if coefficient that closer to 1. George and Mallery (2003), provides the following rules
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of thumb: >0.9-Excellent, >0.8-Good, >0.7-Acceptable, >0.6-Quesstionable, >0.5-Poor, <0.5-

Unacceptable (as cited by Gleam and Rosemary, 2003).

Total numbers of questions in the questionnaire were six testing variables. From the analysis the

Cronbach’s alpha result found from the data collected, the overall Cronbach’s alpha score is

0.777. The values of the reliability analysis were listed on the following Table

Table 1 Reliability Statistics

No | Dimensions Cronbach's Alpha | N of Items
1 Customer satisfaction 841 3
2 Service quality & delivery 792 11
3 Customer awareness level .864 3
4 Information technology & security/privacy .655 4
5 Switching cost 712 3
6 Corporate image & relationship quality .693 4
7 Customer retention .888 3
Average Cronbach’s alpha 0.777 31

Source: SPSS Output from survey result, 2020
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3.8 Hypothesis

The hypothesis is an approximate explanation that is related to the set of facts that can be tested
by certain further investigations. There are three common types of hypothesis which are
working, null and alternative hypothesis. A working hypothesis is provisionally adopted to
explain the relationship between some observed facts for guiding a researcher in the
investigation of a problem. The null hypothesis is a typical statistical theory which suggests that
no statistical relationship and significance exists in a set of given single observed variable,
between two sets of observed data and measured phenomena. An alternative hypothesis is
defined as a position that stated something is happening a new theory is true instead of an old

one.
Based on the above hypothesis the research developed an alternative hypothesis

Based on the research carried by Auniel & Obino (2018) the study selected four variables (i.e.
service quality, service delivery, customer relationships, and customer satisfaction) which affect
customer retention. The conclusion of the study showed that all the variables are positively
affected customer retention in the case of commercial banks in Tanzania. According to the

above concepts, the study defined the following hypothesis:
H1: Customer satisfaction has a positive significant effect on customer retention

According to the study conducted on commercial banks in Kenya by focusing on the relationship
between service quality dimensions & customer retention. The analysis of the study showed that
an increase in any service quality dimensions will increase customer retention (Daniel, 2016). So

the study determined the above hypothesis:
H2: Service quality & delivery has a positive significant effect on customer retention

Kumar et al (2015) mentioned that the growth of Information, Communication, and Technology
facilitated the emergence of Electronic Commerce. The study analyzed the customers’ awareness

level based on age, qualification, occupation, and income of customers. The finding revealed that
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increasing customer awareness helps to increase the satisfaction level of the customers which
leads to an increase in customer retention. Based on this concept, the study described the

following hypothesis:
H3: Customer awareness level has a positive significant effect on customer retention

As explained by Folarin (2015) the effect of technology on customer satisfaction and retention is
assessed using cost reduction, speedy process, communication and relationship, accessibility, and
convenience as an indicator of technology. The research revealed that the adoption of advanced

information technology improves customer satisfaction and retention.

As per the research conducted by Samsudin et al (2011), the research revealed that privacy is the
main factor that affects customers not to use online services including mobile phone services.
The analysis of the study shows that privacy is positively significant towards customer loyalty

accordingly; the study determined the following hypothesis

H4: Information technology & security/privacy has a positive significant effect on customer

retention

The study conducted in Taiwan examined the relationship between switching cost and customer
retention in banking service customers. According to the result perception of switching costs has
a positive impact on banking service customer retention (Wang et al., 2012). Based on the above

concepts, the study entailed the following hypothesis:
H5: Switching cost has a positive significant effect on customer retention

The study tried to understand the role of sustainable banking practices on bank loyalty using the
mediating effect of corporate image on the relationship between sustainable banking practices
and bank loyalty. The result from the questionnaires revealed that corporate image directly and

positively affects bank loyalty in banking service (Igbudu et al., 2018).
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Natarij & Rajendran (2018) the association between relationship quality and customer retention
was the main focus of the study. For this reason, samples were taken from bank customers in
Chennai, India. The result revealed that relationship quality has a significant positive impact on

customer retention. According to the above concepts, the study defined the following hypothesis

H6: Corporate image & relationship quality has a positive significant effect on customer
retention
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CHAPTER FOUR: RESULTS AND DISCUSSIONS

This chapter presents the result and discussion part of the paper. As explained in the earlier
chapters, this study aimed at investigating the effects of mobile banking on customer retention:
evidence from private commercial banks. Therefore, this part of the paper analyzed, summarized,
and presented the result of the collected data from mobile banking customers of ten private

commercial banks operating in the country.
4.1 Rates of Response

A total of 384 questionnaires were distributed to target respondents. Out of the total 384

questionnaires, 352 questionnaires were obtained which is a 91% response rate.
4.2. General Information about the Respondents

The first part of the questionnaire consists of general information about the respondents. This
part of the questionnaire requested a limited amount of information related to the personal and
professional characteristics of the respondents. Demographics information of the respondents
was presented by age, educational level, monthly income, and respondent’s experience.

Accordingly, the following variables about respondents were summarized and described.
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Table 2 General information about the respondents

Product Dimension Measurement scale N=352 100 %
Gender Male 161 45.7
Female 191 54.3
Age 18-30 211 59.9
31-40 109 31.0
41-50 23 6.5
Above 50 9 2.6
Educational Level Below high school - -
Diploma 29 8.2
First degree 135 38.4
Masters or above 188 534
Monthly income Up to 10,000 112 31.8
10,001-20,000 231 65.6
above 20,000 9 2.6
For how long have you been Less than 1 year 65 18.5
a customer of your bank?
1-4 years 235 66.8
5-9 Years 52 14.8

above 10 years - -

Source: SPSS Output from survey result, 2020

As the above table depicts, female respondents constitute the largest portions of respondents,

which is about 54% of the sample size, while male respondents cover 46% of the total.

Concerning age category, the largest number of respondents falls within the range of age 18-30,
which constitutes 60% of the sample, while the second-largest portion of respondent's age range
belongs to 31-40, which is about 31%.
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According to the above table, 8% of the respondents were Diploma holders, 38% of the
respondents were first degree holders while the rest 53% of the respondents were graduates of

Masters.

For income level, the majority of the respondents fall with the income level of greater than
10,000 Birr, which accounts for 65% and followed by Birr up to 10,000 Birr (31%), and above
20,000 Birr (2.6%). This infers high-income earners were more likely to adopt mobile banking.

Concerning respondents’ using the service in the bank, around 67% of them have 1-4 years’
experience, which has direct relevance to the research topic, and the remaining 14% and 18% of

respondents have 5-9 years’ and less than 1-year experience with the bank.
4.3 Descriptive Statistics

After collecting, screening, and organizing the data gathered through a questionnaire filled by
different customers, the researcher came across the following findings of the effect of mobile
banking on customer retention. The data collected are tabulated in which it shows the

frequency/number of respondents and the percentage from the total 352 sample size.

The feedback of the respondents for the variables indicated below were measured on five-point
Likert scale with measurement value 1= Strongly disagree; i.e. very much dissatisfied with the
case described; 2= Disagree, i.e. not satisfied with the case described; 3= Neutral, i.e., uncertain
with the case described; 4= Agree, i.e., feeling all right with the case described and considered as
satisfying; and 5 =strongly agree, i.e. very much supporting the case described and considered as
highly satisfactory. To make an easy interpretation, the following ranges of values were

reassigned to each scale: Less than 2.8 = Disagree, 2.9-3.2 = Neutral, Above 3.2 = Agree

4.3.1 Customer Satisfaction (CS)

Customer satisfaction is a measurement of how the services provided or supplied by an
organization meets or exceeds the expectations of a consumer. Customer satisfaction is obtained

through meeting the expectations that customers have about the mobile banking service, if the
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expectations of the reliability, safety, ease of use, etc. are met by the service, customer
satisfaction will be high (meaning more customers will engage into mobile banking) and if not, it
will be low (meaning more customers will not engage in using mobile banking services). The
respondents were asked to indicate their levels of agreement. The findings are presented in the
Table 4.3.1 below.

Table 3 Customer Satisfaction

S. | Customer Satisfaction SD D [N |[A |SA |MS |SDV
1 | am satisfied with the overall | N=352 | - 70 |52 | 202 |28 |3.53 |.899
service quality of mobile 100 - 20 |15 |57 |8
banking services given by my
bank
2 | always get prompt service N=352 | 21 93 |52 | 159 |27 3.2 | 1.00
whenever | use mobile 100 5 56 (15 145 |8 8
banking and | am satisfied
with that.
3 | The bank completely meets N=352 | 10 92 |61 [168 |21 |3.2 |1.00
my expectations 8

100 3 26 |17 |48 |6

Valid N 3.36 | 0.96

Source: SPSS Output from survey result, 2020

Analyzing the data obtained from the questionnaire, table 4.3.1 reveals that the study measured
the customer satisfaction dimensions. Concerning the overall service quality of mobile banking
services given by the bank, the survey result showed that 8% of respondents were strongly
agreed, 57% of respondents were agreed, 15% of respondents are neutral, while 20% of
respondents disagreed. As a result, the majority of the respondents satisfied with the overall

quality of mobile banking services given by the bank.

2

About “T always get prompt service whenever I use mobile banking and I am satisfied with that.

The feeling of respondents indicates that 8% and 45% of customers strongly agree and agree
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respectively. Thus, it indicates that the customer gets prompt service whenever they use mobile
banking.

Customer satisfaction is obtained by meeting the expectations that consumers have about the
mobile banking service, the above table shows About 6% and 48% of the respondents selected
strongly agree and agree respectively. However, 29% of respondents were disagreeing regarding
this issue.

The customer satisfaction dimension in this study comprises three items intended to measure the
degree of customer satisfaction to understand customer retention. Of those items, satisfied with
the overall service quality of mobile banking, get prompt service whenever | use mobile banking
and bank meets my expectations are scored the mean value of 3.53, 3.28, and 3.28 respectively.
Thus, the Customer satisfaction dimension including all the three items has scored 3.36 grand
mean which falls in the range of above 3.2, it is considered as agreed. Therefore, it is possible to
conclude that, customers of the bank are satisfied with the line of mobile banking services that
the bank can provide.

4.3.2 Service quality & delivery (SQ &D)

Service quality is determined by the differences between customer's expectations of services
provider's performance and their evaluation of the services they received. The instrument used
for measuring customer expectations and perceptions of a service along five quality dimensions:
tangibles, reliability, responsiveness, assurance, and empathy (Parassuraman et al, 1991).Table
4.3.2 below illustrates the reflection of the respondents regarding Service quality & delivery

dimensions.
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Table 4 Service quality & delivery

S. | Service quality & delivery SD|D |N A SA MS | SDV

1 | Mobile banking service provides | N=352 |9 112 |39 |182 | 110 4.06 | .888
me reliable information about my | 100 3 |3 |11 |52 313
account

2 | The service offered by the bank is | N=352 | 9 |79 |50 | 176 |38 3.44 | 1.033
high quality and the speed of the 755 3 > | 12 150 1
mobile banking is very fast.

3 | I got prompt response if my N=352 [ 19 |61 | 95 |[159 |18 3.27 | .987
transaction isn’t processed while 755 5 7 27 1245 |5
using mobile banking.

4 | The bank quickly resolves mobile | N=352 | 10 | 117 | 88 | 109 | 23 3.08 | 1.035
banking related problems. 100 3 (33 |25 31 |8

5 | I know exactly when my N=352 | - 20 | 69 [193 |70 3.89 |.782
transaction is performed. 100 - 5 9 155 120

6 | | feel safe when | use mobile N=352 |20 |27 | 65 |168 |72 3.70 | 1.057
banking provided by my bank. 100 57 (77 [ 19 477 1205

7 | My bank gives individual N=352 | - 9 | 79 | 153 |30 335 |.955
attention to customer. 100 - 26 224 1235 185

8 | My bank collects feedback to N=352 | 20 | 79 | 115 |101 |37 3.16 | 1.066
understand the need of the 100 5 2 132 28 |10
customer.

9 | My bank delivers equitable & N=352 | - 54 |66 | 213 |19 356 |.814
dependable mobile banking 100 T 15 T 18 | 60 5
service as promised.

10 | My bank provides mobile N=352 | - 91 |42 |191 |28 344 | 962
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S. | Service quality & delivery SD|D |N A SA MS | SDV

banking service to meet my 100 | - 26 | 12 | 54 8
changing needs with clearly
stated terms and conditions.

11 | The level of service quality & N=352 |9 130 |42 |230 |41 3.75 | .864

delivery determines my frequency ——50 13 8 2 165 111

of using a specific mobile

banking service.

Valid N 3.518 | 0.949

Source: SPSS Output from survey result, 2020

Table 4.3.2 above depicts the perception of customers about the service quality provides which
determines the frequency of using a specific mobile banking service. 11% of respondents were
neutral; about 52% and 31% of the respondents were strongly agreed and agree respectively.
This tells us that the level of service quality determines the frequency of using specific mobile

banking services provided by the bank.

The above table shows the perception of customers about Mobile banking service provides
reliable information about the customer account. About 11% and 50% of the respondents were
strongly agreed and agree respectively. However, 22% of respondents were disagreeing

regarding this issue.

Concerning “The service offered by the bank is high quality and the speed of the mobile banking
is very fast”. The feelings of respondents indicate that 5% and 45% of customers strongly agree
and agree respectively. Thus, it indicates that the customer gets high quality and fast speed

mobile banking services.

The description presented in table 4.3.2 tells us the majority (39%) of the respondents were
found to be confident with the above statement. The rest 25% of the respondents, however, found

to be neutral regarding the aforementioned statement, while 36% of them show their
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disagreement with immediately respond if the transaction isn’t processed while using mobile

banking.

Analyzing the data obtained from the questionnaire concerning the bank quickly resolves mobile
banking related problems, the result showed that 20% and 55% of respondents were strongly
agreed and agreed respectively, 19% of respondents are neutral; while 6% of respondents
disagreed. As a result, the majority of the respondents agreed that the bank quickly resolves

mobile banking related problems.

With regard to “I know exactly when my transaction is performed” they responded having a
scored mean value of 3.7 this shows that the respondents were “agreed” that is customer knows

when transaction is performed.

Table 4.3.2 above depicts the perception of customer about bank delivers equitable &
dependable mobile banking service as promised. 11% of respondents were neutral; about 52%
and 31% of the respondents were strongly agreed and agree respectively. This tells us that the
level of service quality determines the frequency of using specific mobile banking services

provided by the bank.

About “The level of service quality & delivery determines my frequency of using a specific
mobile banking service”. 12% of respondents were neutral; about 11% and 65% of the
respondents were strongly agreed and agree respectively. This tells us that the level of service
quality & delivery determines the frequency of using specific mobile banking services provide
by the bank.

Table 4.3.2 above depicts the bank provides mobile banking service to meet my changing needs
with clearly stated terms and conditions.12 % of respondents were neutral and 26% were

disagree and about 8% and 54% of the respondents were strongly agreed and agree respectively.

The overall mean rating and the standard deviation of the respondents’ for service quality were

3.51 and .949 respectively. It indicates that customers’ attitude towards Service quality is good.
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4.3.3 Customer awareness level (CA)

The level of information customers have on mobile banking is one of the major factors impacting
the adoption of mobile banking (Bhatt & Bhatt, 2016). The research further states that the
adoption rate of innovation could be determined by the level of awareness of the customers. The
respondents were asked to indicate their levels of agreement. The findings are presented below in
table 4.3.3.

Table 5 Customer awareness level

S. Customer awareness level SD D ([N |A [SA |MS |SDV
1 | received information on N=352 10 40 | 21 | 232 | 49 | 3.77 926
how to use & when additional | 100 3 111 6 |66 | 14
mobile banking services are
included.
2 | receive enough information | N=352 10 41 | 64 | 169 | 68 | 3.69 | 1.003

about the benefits of mobile
banking & the differences
between conventional
banking and e-banking.

100 3 11 | 18 | 48 19

3 | get information from the N=352 - 80 | 63 | 190 | 19 | 342 | 899
bank when additional mobile
banking services are included.

100 - 22 | 18 | 54 5

Valid N 362 | 0.941

Source: SPSS Output from survey result, 2020

The description presented in table 4.3.3 tells us the majority (80%) of the respondents were
found to be confident with the above statement. The rest 6% of the respondents, however, found
to be neutral regarding the aforementioned statement, while 3% of them show their disagreement
with receiving information on how to use & when additional mobile banking services are

included.
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About “I receive enough information about the benefits of mobile banking & the differences
between conventional banking and e-banking”, the feeling of respondents indicates that 19% and
48% of customers strongly agree and agree respectively. Thus, it indicates that the banks deliver
enough information about the benefits of mobile banking & the differences between

conventional banking and e-banking.

Table 4.3.3 above depicts customers get information from the bank when additional mobile
banking services are included, 22% of respondents were strongly disagreed; about 5% and 54%

of the respondents were strongly agreed and agree respectively.

They responded having a scored mean value of 3.62 this shows that the respondents were
“agreed”. It is found that the customer awareness level of mobile banking is one of the major

factors impacting the adoption of mobile banking.

4.3.4 Information technology & Security/privacy (INFO & SEC)

Technologies are the medium and tools which enable the firms to get the appropriate information
to the right person at the right time. Security refers to the need to protect data, equipment, and
processing time. Organizations restrict access to certain data and protect data and applications

from manipulation or contamination.

Accordingly, different questions were raised under Information technology & Security/privacy
variables to determine the impact on customer retention. Table 4.3.4 below illustrates the

reflection of the respondents regarding the dimension.
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Table 6 Information technology & Security/privacy

S. | Information technology & SD |D |N A SA | MS | SDV
Security/privacy

1 | My bank use up-to-date N=352 | - [102] 31 | 210 9 [336] .929
equipment and technology that | 100 - 12909 60 3

allows me to confirm the

transaction processes.

2 | am willing to use new mobile | N=352 | - | 91 | 42 | 191 28 | 392 | 474

banking technologies that are 100 126 | 122 | 52 8
clear and easy to understand

3 | feel secured when | use N=352 | 9 | 21 | 45 | 277 - 3.68 | .702
mobile banking service given 100 55 1 6 | 13 79
by my bank.

4 | | believe my bank keeps my N=352 | 21 | - | 24 | 307 - | 375 | 739
personal information privately 100 5 - =T 872

& have set of rules which

protect my bank details.

Valid N 3.67 | 0.711

Source: SPSS Output from survey result, 2020

As shown in Table, Out of 352 respondents, 60% and 3% of the respondents agree and strongly
agree respectively with the bank use up-to-date equipment and technology that allows
confirming the transaction processes. While 29% of the respondents disagreed and the rest 9% of
the respondents uncertain about equipment and technology the bank currently using. Therefore, it
can be observed that above half of the respondents believe that the bank use up-to-date
equipment and technology that allows confirming the transaction processes.
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Regarding the willingness of using new mobile banking technologies; the majority of
respondents (62%) customers are willing to use new mobile banking technologies that are clear

and easy to understand.

Concerning “I feel secured when I use mobile banking service given by my bank.” The feeling
of respondents indicates that 79% and 13% of customers strongly agree and agree respectively.
Thus, it indicates that the majority of the customers feel secured when using mobile banking

service of the bank.

Lastly, the respondents were asked bank keeps personal information privately and have a set of
rules which protect bank details. About 7% and 87% of the respondents selected neutral and
agree respectively. However, 6% of respondents were disagreeing regarding this issue.
Therefore, the majority of the respondents agreed that the bank keeps personal information

privately and has a set of rules which protect the bank details.

As it can be observed from the above table, respondents have generally developed positive
perception regarding the Information technology & Security/privacy dimension. It indicated that

the grand mean value is 3.67 which is above the cut-off point 3.2.

4.3.5 Switching cost (SC)

Switching cost is the technical, financial, or psychological factors that make it difficult or
expensive for a customer to change the brand (Afsar et al., 2010). Table 4.3.5 below illustrates

the reflection of the respondents regarding the Switching cost dimension.
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Table 7 Switching cost

S. | Switching cost SD |D N A |SA |MS |SDV
1 Considering everything the N=352 | - 19 | 63 103 | 167 | 3.19 | .915
cost & effort switching to 100 - 5 18 |29 |47

other bank would be high.

2 It is risky to change my current | N=352 | - 29 186 |80 |57 2.47 | .860

service provider. 100 - 8 53 23 |16

3 | Considering the time dealing N=352 | 20 |73 71 | 170 | 18 3.26 | 1.027

with my bank is easier than 100 6 21 20 |48 |5

switching to another

competitor.

Valid N 2.97 | 0.934

Source: SPSS Output from survey result, 2020

Table 4.3.5 above depicts considering everything the cost & effort switching to other bank would
be high. 5% of respondents were strongly disagreed; about 47% and 29% of the respondents
were strongly agreed and agree respectively. This tells us the cost & effort switching to other
bank would be high.

With regard to “It is risky to change my current service provider”, they responded having a
scored mean value of 2.4 this shows that the respondents were “disagreed” that is not risky to

change current service provider.

The description presented on table 4.3.5 tells us the majority (53%) of the respondents agreed
that considering the time dealing with the bank is easier than switching to another competitor.
The rest 20% of the respondents, however, found to be neutral regarding the aforementioned
statement, while 27% of them show their disagreement. As it can be observed from the above

table, grand mean value of switching cost is 2.97 this shows that the respondents were “neutral”.
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4.3.6 Corporate image & relationship quality (Cl & RQ)

Corporate image includes participation of the banks in sponsoring of local events, bank’s
reputation. The bank also uses sales promotion and television advertising to enhance its brand
image and in order to create the long term relationship between the company and the customers,
the company should provide more benefits to their customers in order to increase the retention
level of the customers (Angelini et al., 2017). Table 4.3.6 below illustrates the reflection of the

respondents regarding corporate image & relationship quality.

Table 8 Corporate image & relationship quality

S | Corporate image & SD |D N A |SA |MS |SDV

.| relationship quality

1 | I feel self-confident about the N=352 | - 27 | 73 | 204 | 48 | 378 | .776
mobile banking service provided | 100 - |8 21 | 58 | 13
by bank.

2 | My bank creative in introducing | N=352 | - | 20 | 51 | 243 | 38 |385 | .677
products that benefits its 100 - 5 7 69 11
customers in an ethical way.

3 | My bank provides distinctive N=352 | - 69 | 70 | 153 | 61 |3.59 | .992
service & information to its 100 196 20 | 23 17

customers to build a long-term

relationship.
4 | My bank meets the expectation N=352 | - 12 | 19 | 42 | 232 [380 | .860
of its customers & solves 100 - 3 5 1 56

conflicts in a professional way

Valid N 3.75 | 0.82

Source: SPSS Output from survey result, 2020

Table 4.3.6 above depicts | feel self-confident about the mobile banking service provided by

bank., 8% of respondents were disagreed; about 13% and 58% of the respondents were strongly
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agreed and agree respectively. It indicates that the majority of the customers feel self-confident
about the mobile banking service provided by the bank.

Regarding the bank creative in introducing products that ethically benefit its customers; the
majority of respondents (80%) customers are agreed that bank creative in introducing products

that ethically benefits its customers.

The respondents were asked the bank provides distinctive service & information to its customers
to build a long-term relationship. About 20% and 60% of the respondents selected neutral and
agree respectively. However, 19% of respondents were disagreeing regarding this issue.
Therefore, the majority of the respondents agreed that the bank provides distinctive service &

information to its customers to build a long-term relationship.

As shown in Table, Out of 352 respondents, 12% and 66% of the respondents agree and strongly
agree respectively with the bank meets the expectation of its customers & solve conflicts in a
professional way. Therefore, it can be observed that above half of the respondents believe that
the bank meets the expectation of its customers & solve conflicts in a professional way. From
this result majority of the respondents were agreed with mean scores of 3.75 from the result of

corporate image & relationship quality.

4.3.7 Customer retention (CR)

Customer retention practice is reflected as one of the most significant weapons to sustain in the
competition and, hence improve their performance (Padmashantini, 2013). Customers are
considered to be the focal point of the organizations. Therefore, the main aim of every
organization is to create more customers to achieve their target and to retain their customers by
providing the best quality of services. It is not possible for organizations to increase their
business performance without their customers. Table 4.3.7 below illustrates the reflection of the

respondents regarding customer retention.
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Table 9 Customer retention

S. | Customer retention SD | D N A | SA MS | SDV

1 | am happy & plan to continue N=352 24 37 53 | 201 37 3.54 | 1.040
as customer of the bank for the | 100 6.8 | 105 | 15 | 57 | 105

coming years.

2 | consider myself to be the N=352 | 12 | 46 | 61 [205| 28 |354 | .936
loyal customer of my bank. 100 32 13 | 17 [ 58 5

3 | have a positive emotional N=352 | 24 37 | 75 | 150 | 66 |[3.56 |1.115
relation with my bank & | will 100 7 0 21 43 19

recommend to others.

Valid N 354 | 1.01

Source: SPSS Output from survey result, 2020

The description presented in table 4.3.7 tells us the majority (67%) of the respondents were
found to be confident with the above statement. The rest 15% of the respondents, however, found
to be neutral regarding the aforementioned statement, while 17% of them show their

disagreement with a plan to continue as a customer of the bank for the coming years.

Concerning “I consider myself to be the loyal customer of my bank”, the feeling of respondents
indicates that 8% and 58% of customers strongly agree and agree respectively. Thus, it indicates
that the majority of the customers are a loyal customer to the bank.

Table 4.3.7 above depicts | have a positive emotional relationship with my bank and I will
recommend to others, 17% of respondents were strongly disagreed; about 19% and 43% of the

respondents were strongly agreed and agree respectively.

The overall mean rating and the standard deviation of the respondents for customer retention
were 3.54 and 1.01 respectively. It indicates that respondents have generally developed a positive

perception regarding customer retention.
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4.4 Inferential Analysis

The inferential analysis section includes correlation and regression analysis to investigate the

effects of mobile banking on customer retention.

4.4.1 Correlation Analysis

Correlations are the measure of the linear relationship between two variables. A correlation
coefficient has a value ranging from -1 to 1. Values that are closer to the absolute value indicates
that there is a strong relationship between the variables being correlated whereas values closer to

0 indicates that there is little or no linear relationship (Fikre et al., 2009).

As described by Koo & Li (2016) the correlation coefficient is a commonly used measure of the
size of an effect: Values of = 0.1 represent a small effect, £ 0.3 is a medium effect and £ 0.5 is a
large effect. A positive correlation coefficient indicates that there is a positive linear relationship
between the variables. A negative value indicates a negative linear relationship between

variables.

The correlation between dependent and independent variables along with the causal effect was
analyzed using Statistical Package for Social Science (SPSS).The below correlation matrix
shows the correlation between variables in the questionnaire with a Pearson Correlation
coefficient to show the strength of the relationship among the variables considered in the

questionnaire.
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Table 10 Relationship between mobile banking and customer retention

Correlations

CSAT SQ&D | CA IS'\IIEE:O& SC Cl&RQ | CR
Pearson
Correlation 1
CSAT Sig. (2-tailed)
N 352
comation |52 |1
SQ&b Sig. (2-tailed) .000
N 352 352
Pearson _ 550" 643" 1
CA Correlation
Sig. (2-tailed) .000 .000
N 352 352 352
Pearson ok ok o
INFO & Correlation 429 586 572 1
SEC Sig. (2-tailed) .000 .000 .000
N 352 352 352 352
Pearson 470 | 6167 | 492~ | 516 |1
sc Correlation
Sig. (2-tailed) .000 .000 .000 .000
N 352 352 352 352 352
Pearson 393" | 577" | 507" | 51 | 507" |1
Cl&R Correlation
Q Sig. (2-tailed) .000 .000 .000 .000 .000
N 352 352 352 352 352 352
Pearson 757" | 688" | 6727 | 539™ | 657" | 593" |1
Correlation
CR Sig. (2-tailed) .000 .000 .000 .000 .000 .000
N 352 352 352 352 352 352 352

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

Source: SPSS Output from survey result, 2020

Correlation is significant at the 0.01 level (1-tailed)
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The highest strong coefficient of correlation is between customer satisfaction and customer
retention (r = 0.757, n = 352, p < 0.01). This means that customer satisfaction has a positive
effect on customer retention. The second highest strong coefficient of correlation is between
service quality & delivery and customer retention (r = 0.688, n = 352, p < 0.01). The third
highest strong coefficient of correlation is between customer awareness level and customer
retention (r =0.672, n = 352, p < 0.01). The fourth strong correlation is between switching cost
and customer retention (r =0.657, n =352, p < 0.01). The fifth and the sixth moderate correlation
is between corporate image & relationship quality and customer retention (r =0.593, n = 352, p <
0.01), information technology & Security/privacy and customer retention (r =0.539, n = 352, p <
0.01). Generally, the above correlation matrix shows that all independent variables are positively

and either moderately or strongly correlates with the dependent variable.

4.4.2 Normality Test

One of the assumptions in panel regression analysis is whether variables in the model are
obtained from a normally distributed population or not. If the disturbances are normal allows
exact inference about the estimate and standard error of estimated coefficients. The study
employed the relevant normality tests. Useful figure that the researcher can inspect to see if a
distribution is normally distributed is called a P—P plot (probability—probability plot). This figure
plots the cumulative probability of a variable against the cumulative probability of a particular

distribution.

As we have seen in the below figure (figure 4.4.2), the dots are closely plotted to the straight
line, which indicates a small or no deviation from normality and there are no extreme cases
observed. Therefore, the assumptions of simple linear regression have been met and we can

assume that the model is accurate and can probably generalize to the population.
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MNormal P-P Plot of Regression Standardized Residual
Dependent Variable: CR
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Figure 2 Normality Test
Source: SPSS Output from survey result, 2020
4.4.3 Multicollinearity Test

Multicollinearity refers to the situation where two or more of the predictors in a regression model
are highly correlated. It implies that one can be linearly predicted from the others with a
substantial degree of accuracy. In the presence of multicollinearity, the coefficient estimates of
the multiple regressions may change erratically in response to small changes in the model or the
data. If there is multicollinearity in the model, the estimated coefficients possess large standard
error, which means the coefficients cannot be estimated with great precision or accuracy. To
alleviate this problem one or more of the correlated variables must be dropped from the model.
Therefore, the study checks for the presence of Multicollinearity in the model. The collinearity
statistics result for all independent variable constituents was performed on SPSS and presented

as follows.
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Table 11 Multicollinearity Test

Coefficients?

Model Collinearity Statistics
Tolerance VIF
Customer Satisfaction 617 1.619
Service quality & delivery 412 2.427
Customer awareness level AT74 2.109
L :
Isnefcour:nit:;\/tllgrrimvacytechnology & £33 1876
Switching cost 550 1.819
;:lj);ﬁgate image & relationship 573 1746

Source: SPSS Output from survey result, 2020

According to P.Vatecheva (2016), tolerance values lower than 0.20 suggest a multicollinearity
problem. The minimum value in our model was 0.412. A variance inflation factor (VIF) above
10 indicates the possible existence of a multicollinearity problem. In our model, the maximum

value was 2.427. So multicollinearity does not exist for the independent variables.

4.4.4 Multiple Regression Analysis

Linear regression estimates the coefficients of the linear equation, involving one or more
independent variables that best predict the value of the dependent variable (Schneider et al,
2010). It includes many techniques for modeling and analyzing several variables when the focus
is on the relationship between a dependent variable and one or more independent variables. More
specifically, regression analysis helps to understand how the typical value of the dependent
variable changes when any one of the independent variables is varied, while the other
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independent variables are held fixed. In this study regression analysis is used to identify the
effect of mobile banking and customer retention

Table 12 Model Summary

Model Summaryb

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .873% 761 757 .28341

Source: SPSS Output from survey result, 2020

R — Indicates the value of the multiple correlation coefficients between the predictors and the
outcome, with a range from 0 to 1, a larger value indicating a larger correlation and representing
an equation that perfectly predicts the observed value. The model summary (R = 0.761) indicates
that the linear combination of the six independent variables strongly predicts the dependent

variable (customer retention).

R-Squared is the proportion of variance in the dependent variable which can be explained by the
independent variables. The R-squared in this study was 0.757, the weighted combination of the
independent variables explained in the model summary is affected by approximately 75.7% of
the variance of customer retention and the remaining 24.3% is by extraneous uncontrollable
variables. This result also indicates that there may be other variables that could have been

neglected by the current study in predicting customer retention.
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Table 13 Analysis of Variance

ANOVA?
Model Sum of Squares Df Mean Square F Sig.
Regression 88.412 6 14.735 183.451 .000°
1 Residual 27.711 345 .080
Total 116.123 351

Source: SPSS Output from survey result, 2020

a. Dependent Variable: CR

b. Predictors: (Constant), Cl & RQ, CSAT, SC, INFO & SEC, CA, SQ &D

The ANOVA table shows the overall significance/ acceptability of the model from a statistical
Perspective (Sow, 2014). The above ANOVA table shows the acceptability of the model. The p-
value is less < 0.05 i.e. 0.001. From the ANOVA table, it has been determined that F = 183 and
Sig. is .000 which confirms that the independent variables have a significant impact on customer

retention.

Table 14 Regression Coefficients

Coefficients?

Model Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
(Constant) .189 .154 1.225 .000
CSAT .385 .029 437 3.060 .000
SQ&D .158 .046 .140 3.406 .001
1 CA .168 .039 .163 4.280 .000
INFO & SEC .038 .055 .025 .690 .000
SC .232 .038 .215 6.073 .000
Cl & RQ .180 .038 .163 4.681 .000

Source: SPSS Output from survey result, 2020
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a. Dependent Variable: CR

In the multiple regression, this standardized regression coefficient Beta (B) is useful, because it
allows comparing the relative strength of each independent variable's relationship with the
dependent variable (O’Neill et al., 2013). The regression coefficient explains the average amount
of change in the dependent variable that is caused by a unit change in the independent variable.
The larger value of the Beta coefficient an independent variable has brought more support to the
independent variable as the more important determinant in predicting the dependent variable.
Thus, the strength of each predictor (independent variables) influencing the criterion (dependent

variable) can be investigated via a standardized Beta coefficient.

Based on these results, the regression equation that predicts customer retention based on the

linear combination of independent variable is:
Regression Equation
Y =a+bX; +bX,+ bX3 + bX,...

CR =0.189 + 0.437 CSAT + 0.146 SQ & D + 0.163 CA + 0.025 INFO & SEC + 0.215 SC +
0.163 Cl & RQ

Where, CR = Customer retention

CSAT= Customer Satisfaction

SQ & D= Service Quality & Delivery

CA= Customer Awareness Level

INFO & SEC= Information Technology & Security/Privacy

SC= Switching Cost

Cl & RQ= Corporate Image & Relationship Quality

Six major hypotheses were constructed in this study to test the effect of mobile banking on

customer retention in commercial banks.
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Hypotheses # 1

From the multiple regression analysis, we can see that customer satisfaction (the independent
variable) positively affects customer retention (the dependent variable). As the above table
presents the coefficient of determination indicates the proportionate amount of variation in the
response variable (customer retention) explained by the independent variable (customer
satisfaction) in the linear regression model. concerning the result customer satisfaction has a beta
coefficient of 0.437 with a significant value of .001.this implies that a unit increase in customer
satisfaction leads to .437 increases in customer retention other things being constant. This
indicates that customer satisfaction makes a positive, statistically significant, and unique
contribution to the prediction of customer retention. Therefore the more the commercial banks
satisfy their customers the more they retain the customers. Previous related research findings by
Bilal et al 2010; Auniel & Obino (2018) revealed the same result; customer satisfaction has a
positive effect on customer retention. Therefore, controlling the variance explained by all other
variables in the model; customer satisfaction contributes 43% to the variance explanation of the

dependent variable.
H1: Customer satisfaction has a positive effect on customer retention
Hypotheses # 2

The result in the above coefficient table shows that service quality & delivery has a beta
coefficient of 0.146 with a significance value of .001. This implies that there is a positive
statistical relationship between service quality & delivery (the independent variable) and
customer retention (the dependent variable) this is supported by (Daniel, 2016; Elly, 2010)
conducted in commercial banks. A unit increase in service quality & delivery leads to .146
increases in customer retention other things being constant this proved that service quality &

delivery contributes 14.6% to the variance explanation of the dependent variable.

H2: Service quality & delivery has a positive effect on customer retention
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Hypotheses # 3

As per the result in the above table, the customer awareness level has a beta coefficient of 0.163
with a significance value of .001. Thus a unit increase in customer awareness level leads to .163
increases in customer retention other things being constant. This is an indication that customer
awareness level makes a positive, statistically significant, and has a unique contribution to the
prediction of customer retention. Further controlling the variance explained by all other variables
in the model, the customer awareness level contributes 16% to the variance explanation of the

dependent variable. The result matches with the research conducted by (Kumar et al., 2015)
H3: customer awareness level has a positive effect on customer retention
Hypotheses # 4

From the regression analysis, we can see that there is a positive and statistically significant
relationship between information technology & security/privacy (the independent variable) and
customer retention (the dependent variable) with a beta coefficient of 0.025 with a significance
value of .001.this implies that 2.5% to the variance explanation of the dependent variable
(customer retention) is contributed by information technology & security/privacy. Therefore a
unit increase in information technology & security/privacy leads to .025 increases in customer
retention other things being constant. The result showed that there is a positive and statistically
significant relationship between information technology & security/privacy (the independent
variable) and customer retention (the dependent variable) which is matched with the research
study carried by (Folarin, 2015; Samsudin et al., 2011). H4 is accepted.

H4: Information technology & security/privacy has a positive effect on customer retention.
Hypotheses # 5

According to Wang et al., (2012) conclusion there is a positive and statistically significant
relationship between switching cost (the independent variable) and customer retention (the

dependent variable).which is confirmed by a beta coefficient value of 0.215 of switching cost
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with a significance value of .001. Controlling the variance explained by all other variables in the
model, switching cost contributes 21% to the variance explanation of the dependent variable.
Thus a unit increase in switching cost strongly increases customer retention by .215 other things
being constant Consequently, considering the significance of switching cost to customer

retention, H5 is accepted.
H5: Switching cost has a positive effect on customer retention
Hypotheses # 6

The result in the above table shows that corporate image & relationship quality has a beta
coefficient of 0.163 with a significant value of .001. This indicates that corporate image &
relationship quality (the independent variable) makes a positive, statistically significant, and
unique contribution to the prediction of customer retention (the dependent variable. Therefore,
controlling the variance explained by all other variables in the model; corporate image &
relationship quality contributes 16% to the variance explanation of the dependent variable. As a
result of a unit increase in corporate image & relationship quality strongly increases customer
retention by .163 other things being constant The result is matched with the study carried by
(Natarij & Rajendran, Igbudu et al., 2018).

H6: Corporate image & relationship quality have a positive effect on customer retention.
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CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSIONS, AND
RECOMMENDATIONS

The final part of this research paper provides a summary of the findings of the study,
conclusions, and recommendations for the effect of mobile banking on customer retention. The
chapter is structured as follows: Summary, conclusion, recommendations, and suggestions for

further research.
5.1. Summary of Findings

The following are the major summaries obtained based on the results and discussions made in

the previous chapter:

» This study aimed to examine the effect of mobile banking on customer retention, finding
that a combination of six dimensions best represents the measurement of mobile banking
within private commercial banks.

» The study was conducted using a questionnaire distributed to 352 sample respondents
randomly selected from branches of the private commercial banks. The collected primary
data were analyzed using descriptive and inferential statistics. As depicted in descriptive
statistics, corporate image & relationship quality was the highest mean score of 3.75 and
followed by information technology & security/privacy (Mean = 3.67), customer
awareness level (Mean = 3.62), service quality & delivery (Mean = 3.51), customer
satisfaction (Mean=3.36), switching cost (Mean=2.97) and customer retention (Mean =
3.54).

» The correlation result shows that there is a positive and significant relationship between
customer satisfaction, service quality & delivery, customer awareness level, information
technology & security/privacy, switching cost, corporate image & relationship quality,
and customer retention. The finding also indicates that the highest relationship was found
between customer satisfaction and customer retention, while the lowest relationship was

found between information technology & security/privacy and customer retention.
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Furthermore, the multiple regression results showed that the independent variable has a
positive and significant effect on customer retention. The R square value of 0.75,
demonstrates that 75% of the variation in customer retention can be accounted for by the
six independent variables. The coefficient results show that corporate image &
relationship (= 0.163), information technology & security/privacy (f= 0.025), customer
awareness level (f=0.163), customer satisfaction (=0.437), switching cost (}=0.215) and
service quality & delivery (=0.140) have a positive and statistically significant effect on

customer retention.

5.2. Conclusions

Customer retention is the major factor contributing to the success of service sector. Mobile banking
has recently become a major factor to retain customers. For this reason, a service sector especially
banks depends gives focus to their customers and rate of retention. For this reason the study was
intended to investigate the effect of mobile banking on customer retention from private
commercial banks using a structured questionnaire. By undertaking a detailed analysis of the

situation, the following findings were obtained. Majority of the respondents indicated that:

> Descriptive analysis revealed that the majority of current mobile banking customers are
females between 18-30 masters and above educational level of 1-4 years of experience of
using the service. Based on the analysis female and younger generations are ready to use new
and existed mobile banking services offered by their banks.

> The study found that customer retention is positively affected by all variables. Among all
customer satisfaction, service quality & delivery, customer awareness level has the highest
effect and the other three variables (switching cost, corporate image & relationship quality,
and information technology & security/privacy) have the least effect on customer retention in
mobile banking service. This implies that the bank should work on all the variables to
increase the rate of customer retention.

> The adjusted R-square values for the regression model was 0.757 This indicates that the

weighted combination of the independent variables explain approximately 75.7% of the
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variation in the level of customer retention and the remaining 24.3% is by extraneous

uncontrollable variables which is not included in the model.

5.3. Recommendations

Based on the information which is described above, the researcher attempted to recommend the

following possible solutions.

>

According to the result of the study customer satisfaction of mobile banking has the
strongest predictor of customer retention among the independent variables of the study.
Thus, this study recommends that bank management to take major activities for customer
satisfaction. They should also develop a strategy to deliver proactive services by adding
new features on mobile banking service to deliver superior & unique customer
experience.

Based on the result of the study service quality & delivery of mobile banking has a
significant influence on customer retention. Thus, this study recommends that bank
management may take a major review of their daily banking activities by tracking and
addressing individual customer feedbacks that needs improvement actions to deliver
quality customer service consistently across their service outlets.

The findings of the study indicate that the customer awareness level of mobile banking is
one of the major influences on customer retention among the independent variables of the
study. Awareness creation programs (campaigns) have to be done on the existence of
mobile banking, formal training should be organized by the banks for customers to
increase customers' awareness about mobile banking.

The Bank should implement a comprehensive and adequate set of information and
security components of mobile banking that are clear and easy to understand, and protects
customer bank details from fraud.

According to the research finding, switching cost is another factor that influences
customer retention. Hence, management of the private banks may exert maximum effort

to reduce customers switching by continuously reviewing and building positive switching
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barriers through the offering of incentives like a discount for various service charges,
intensifying customers on some mobile banking services and other possibilities.

» It is found that corporate image & relationship quality is another factor that influences
customer retention. Hence, the banks management has to pay their attention to building
reputation & image by promoting the bank services through creating brand positioning in
the minds of the customers that makes customers to retain.

5.4. Suggestions for Further Research

In general, the findings of this study offer additional insights into the effect of mobile banking on
customer retention. This study included only six factors, there could be some other relevant
factors that may be perceived as important by customers, but those were excluded from this
study. Secondly, targeting only private commercial banks located in Addis Ababa could not
adequately represent the population of private commercial banks in Ethiopia. Therefore, it
necessitates conducting further research by incorporating other commercial banks located in

another geographical area of the country.

Future researches, Furthermore, can survey the feedback of bank staff and management towards
customer retention. Therefore, future researches could expand their analysis by incorporating

bank staffs and management in examining the factors affecting customer retention.

66|Page



The effect of mobile banking on customer retention: evidence from private commercial banks

References

Abdinoor, A. & Mbamba.U.O.L. (2017).Factors influencing consumers’ adoption of mobile

financial services in Tanzania. Cogent business & management 4(1), doi:10.1080/ 23311975.
2017.1392273

Afsar,B, Rehman.Z.U, Qureshi.J.A and Shahjehan.A (2010) Determinants of customer loyalty in
the banking sector: The case of Pakistan 4 (6), 1040-1047

Agwu, E. (2012). Generations X and Y’s Adoption of Internet and Internet Banking in Nigeria.
International Journal of Online Marketing, 2(4), 68-82. doi:10.4018/ijom.2012100105

Aker, J. C., & Mbiti, I. M. (2010). Mobile Phones and Economic Development in Africa. Journal
of Economic Perspectives, 24(3), 207-232. doi:10.1257/jep.24.3.207

Albaum, G., Roster, C. A., Wiley, J., Rossiter, J.,, & Smith, S. M. (2010). Designing Web
Surveys in Marketing Research: Does Use of Forced Answering Affect Completion Rates?
Journal of Marketing Theory and Practice, 18(3), 285-294. doi:10.2753/mtp1069-6679180306

Alkhaldi,A.N., & Kharma,Q.M.(2018). Customer’s Intention to Adopt Mobile Banking Services:
The Moderating Influence of Demographic Factors.International Journal of Innovation and
Technology Management. doi:10.1142/s0219877019500378

Altobishi, T , Erboz.G & Podruzsik,S 2018. "E-Banking Effects on Customer Satisfaction: The
Survey on Clients in Jordan Banking Sector,” International Journal of Marketing Studies,10(2),
151-161

Angelini,A, Ferretti.P, Ferrante,G & Graziani.P(2017).social media development paths in
banks.journal of promotion management,23(3),345-358.d0i10.1080/10496491.2017.1294868

Auniel, E. &. (2018). Factors Affecting Customer Retention in Commercial Banks in Tanzania;
A Case of Azania Bank Arusha. .

Ayo, C. K.and Adewoye, J. O.and Oni, Aderonke A (2010) The State of e-Banking
Implementation in Nigeria: A Post-Consolidation Review. Journal of Emerging Trends in
Economics and Management Sciences, 1 (1). pp. 37-45

Bamoriya, P.S., & Singh, P. (2011). Issues & Challenges in Mobile Banking In India: A
Customers' Perspective.

Baptista, G, & Oliveira, T. (2016). A weight and a meta-analysis on mobile banking acceptance
research.Computers in Human Behavior, 63, 480-489. doi:10.1016/j.chb.2016.05.074

Baraka W. Nyamtiga, A. S. (2013). Enhanced Security Model For Mobile Banking Systems In
Tanzania .

67|Page


https://ideas.repec.org/a/ibn/ijmsjn/v10y2018i2p151-161.html
https://ideas.repec.org/a/ibn/ijmsjn/v10y2018i2p151-161.html
https://ideas.repec.org/s/ibn/ijmsjn.html

The effect of mobile banking on customer retention: evidence from private commercial banks

Bhatt A & Bhatt S (2016) Factors Affecting Customer’s Adoption of Mobile Banking Services
in China. Journal of Internet Banking & Commerce

Bhatti, H. A. (2016). An Empirical Examination of Customer Retention in Mobile. An Empirical
Examination of Customer Retention in Mobile Telecommunication Services in Australia.

Bilal.A, Zia.R, Jaweria, leeb.Q & Asad.S (2010). Determinants of customer loyalty in the
banking sector: The case of Pakistan

Bouma,J.J,Jeucken,M & Klinkers,L (2017).sustainable banking:the greening of finanace

Choudhury, K. (2013). Service quality and customers’ purchase intentions: an empirical study of
the Indian banking sector. International Journal of Bank Marketing, 31(7), 529-
543. doi:10.1108/ijbm-02-2013-0009

Crane.L.M. (2011). Measuring Financial Performance: A Critical Key to Managing Risk
National Crop Insurance Services, Inc .

Cruz, P, Barretto, F N,Mufioz-Gallego,P. & Laukkanen, T. (2010). Mobile banking rollout in
emerging markets: evidence from Brazil. International Journal of Bank Marketing, 28(5), 342—
371. doi:10.1108/02652321011064881

Daniel, w.s.(2016). effects of service quality on customer retention among commercial banks in
Kenya .

Danesh, S.N , Nasab,S.A & Ling,K.C,(2012) The Study of Customer Satisfaction, Customer
Trust and Switching Barriers on Customer Retention in Malaysia Hypermarkets. International
Journal of Business and Management doi:10.5539/ijbm.v7n7p141

Dasgupta, S.R, Paul,S & Fuloria, (2011) “Factors Affecting Behavioral Intentions towards
Mobile Banking Usage: Empirical evidence from India,” Romanian Journal of Marketing, 3(1).
6-28.

Deloitte, (2010 ). Mobile Banking- A catalyst for Improving Bank Performance.

Dineshwar, R. a. (2013). An Investigation on mobile banking adoption and usage: a case study of
Mauritius.

Elly, M.(2010). Service quality and customers retention in Tanzania commercial banks: the case
study of Dar es Salaam city

Folarin, Tolulope & Hassan, Z. (2015). effects of technology on customer retention: a study on
tesco malaysia. International Journal of Accounting and Business Management. 4. 16-38.
10.24924/ijabm/2015.04/v3.iss1/16.38.

68|Page


https://www.semanticscholar.org/author/Bilal-Afsar/39385811
https://www.semanticscholar.org/author/Zia-Ur-Rehman/120850358
https://www.semanticscholar.org/author/Jaweria/80686945
https://www.semanticscholar.org/author/leeb-Qureshi/1387103480
https://www.semanticscholar.org/author/Asad-Shahjehan/40494324

The effect of mobile banking on customer retention: evidence from private commercial banks

Gallo, A. (2014). The value of keeping the right customers, Harvard Business Review 29.
Retrieved from: https://hbr.org/2014/10/the-value-of-keeping-the-right-customers

Gardachew, W. (2010). Electronic Banking in Ethiopia: Practices, Opportunities and Challenges.
Addis Ababa, Ethiopia. SSRN Electronic Journal. doi:10.2139/ssrn.1492006

Ghane, S, and Fathian, M,(2011), full relationship among e-satisfaction, etrust, e-service quality,
and e-loyalty: the case of Iran e-banking soheila

Gogtay, N.J &Thatte, U.M, (2017), principles of correlation analysis, Journal of The Association
of Physicians of India 65

Hamid, A. A. M., Alabsy, N. M. A., & Mukhtar, M. A. (2018). The Impact of Electronic
Banking Services on Customer Satisfaction in the Sudanese Banking Sector. International
Business Research, 11(6), 102. doi:10.5539/ibr.v11n6p102

Haripersad,R. Sookdeo B. (2018). Customer Retention: Key towards Sustaining Competitiveness
in Commercial Banking in South Africa. Journal of Business & Economic Policy.5(3).
doi:10.30845/jbep.v5n3p10

Heinonen, K., Strandvik, T., Mickelsson, K., Edvardsson, B., Sundstrom, E., & Andersson, P.
(2010). A customer-dominant logic of service. Journal of Service Management, 21(4), 531-
548. d0i:10.1108/09564231011066088

Huili, Y & Zhong, ¢ ( 2011). ‘The analysis of influencing factors and promotion strategy for the
use of mobile banking’, Canadian Social Science.

Ibojo, B. O. (2013). Effect of Customer Satisfaction on organizational Profitability, using an
organization in the Food and Beverage Industry.

Ibojo & Odunlami. B (2015) Impact of Customer Satisfaction on Customer Retention: A Case
Study of a Reputable Bank in Oyo, Oyo State. Nigeria, International Journal of Managerial
Studies and Research (IJMSR), 3(2), 42-53

Igbudu, N., Garanti, Z., & Popoola, T. (2018). Enhancing Bank Loyalty through Sustainable
Banking Practices: The Mediating Effect of Corporate Image. Sustainability, 10(11), 4050.
d0i:10.3390/su10114050

Inkumsah, W. A. (2013). Factors That Impacted Customer Retention of Banks. A Study of
recently acquired banks in the UPSA area of madina, ACCRA(specifically access bank). Journal
of Marketing and Consumer Research

Jairus, N. A. (2018). Effect of Electronic Banking on Customer Retention in Commercial Banks
in Nakuru Town). International Journal of Science and Research (IJSR) 79.57 2319-7064

69|Page



The effect of mobile banking on customer retention: evidence from private commercial banks

Jeucken,M & Bouma,J.The changing environment of banks. In Sustainable Banking; Routledge:
Abingdon, UK; pp. 24-38.

Kaura, V. (2013). "Antecedents of customer satisfaction: a study of Indian public and private
sector banks".international journal of bank marketing, 31(3),167-186.doi:10.1108/
02652321311315285026523

Kim, M., Zoo, H., Lee, & Kang, J. (2018). Mobile financial services, financial inclusion, and
development: A systematic review of academic literature. The Electronic Journal of Information
Systems in Developing Countries, e12044. doi:10.1002/isd2.12044

Kiura, D & Ngahu.S (2012 ). Challenge affecting adoption and usage of mobile banking: a case
of equity bank, Kenya. International Journal of Science and Research (IJSR).3(10).2319-7064

Koo, T. K., & Li, M. Y. (2016). A Guideline of Selecting and Reporting Intraclass Correlation
Coefficients for Reliability Research. Journal of Chiropractic Medicine, 15(2), 155-
163. doi:10.1016/j.jcm.2016.02.012

Kumar, N.S & Maligjan,N. (2015). “A study on level of satisfaction towards e-banking services
in Krishnagiri”,. Asia Pacific Journal of Research.vol (33)

Lau, M. M., Cheung, R., Lam, A. Y. C., & Chu, Y. T. (2013). Measuring Service Quality in the
Banking Industry: A Hong Kong Based Study. Contemporary Management Research, 9(3), 263—
282. d0i:10.7903/cmr.11060

Laukkanen, T.(2016). Consumer adoption versus rejection decisions in seemingly similar service
innovations: The case of the Internet and mobile banking.Journal of Business Research, 69(7),
2432-2439. doi:10.1016/j.jbusres.2016.01.013

Li, Y.-M., & Yeh, Y.-S. (2010). Increasing trust in mobile commerce through design aesthetics.
Computers in Human Behavior, 26(4), 673-684. doi:10.1016/j.chb.2010.01.004

Lin, H.F.(2011). An empirical investigation of mobile banking adoption: The effect of
innovation attributes and knowledge-based trust. International Journal of Information
Management, 31(3), 252-260. doi:10.1016/j.ijinfomgt.2010.07.006

Lin, H.F.(2013). Determining the relative importance of mobile banking quality factors.
Computer Standards & Interfaces, 35(2), 195-204. doi:10.1016/j.csi.2012.07.003

Mahapatra,S & Kumar,P (2017). Customer retention: a study on Indian banks. International
journal of research - granthaalayah. 485-492. doi:10.5281/zenodo.838997.

Mahdi.S & Mehrdad (2010).E-banking in emerging economy:Empirical evidence of Iran

70|Page



The effect of mobile banking on customer retention: evidence from private commercial banks

Mahmoud, M. A. (2019). Gender, E-Banking, and Customer Retention. Journal of Global
Marketing, 1-19. doi:10.1080/08911762.2018.1513108

Makanyeza, C & Chikazhe, L.( 2017)Mediators of the relationship between service quality and
customer loyalty: Evidence from the banking sector in Zimbabwe. Int. J. Bank Mark.,3, 540—
556.

Makonnen, M. (2016). The determinants of customer satisfaction and retention in commercial
bank of Ethiopia: Addis Ababa branches). http://hdl.handle.net/123456789/3860

Martinovié¢, & Marija(2018): Competitiveness through Consumer Loyalty: The Influence of
Switching Costs

Mbithi,W.N., (2013). Challenges of Customer Retention in the Kenyan Banking Sector: A case
study of KCB Treasury Square Branch, Mombasa.International journal of science:basic and
applied research

Metabis, A & Shelash,S.1 (2013). "The impact of internal marketing practices on services quality
of commercial banks in Jordan: International Journal of Services and Operations Management,
Inderscience Enterprises Ltd, vol. 15(3), pages 313-337.

Mohammed, S. (2018). the effects of e-banking services on customer satisfaction: the case of
commercial bank of Ethiopia.

Mtaa, T. (2010). M-Kesho: “Super Bank Account” from Safaricom and Equity Bank.) .
Mujis.R. (2010).Introduction to quantitative research .

Munyiri, L. N. (2014). Competitive strategies and customer retention among commercial banks
in Kenya.

Mwikwabhi, M. M. (2013 ). the influence of service quality on customer retention in commercial
banks in tanzania: the case of crdb bank in dar es salaam region .

Nataraj, B and Rajendran, R, (2018) Impact of relationship quality on customer retention- a
study with reference to retail banking in India. International Journal of Business &
Information.1,93-117

Nikhashemi, S.R, Paim, L.,Haque, A, Khatibi, A,& Tarofder, A( 2013).Internet Technology,
CRM and Customer Loyalty: Customer Retention and Satisfaction Perspective .

Nusair, K., & Hua, N.(2010). Comparative assessment of structural equation modeling and
multiple regression research methodologies: E-commerce context. Tourism Management, 31(3),
314-324. doi:10.1016/j.tourman.2009.03.010

71|Page


https://ideas.repec.org/a/ids/ijsoma/v15y2013i3p313-337.html
https://ideas.repec.org/a/ids/ijsoma/v15y2013i3p313-337.html
https://ideas.repec.org/s/ids/ijsoma.html
https://www.semanticscholar.org/author/Laily-Paim/6454616
https://www.semanticscholar.org/author/Ahasanul-Haque/11808365
https://www.semanticscholar.org/author/Ali-Khatibi/46572712
https://www.semanticscholar.org/author/Arun-Kumar-Tarofder/3280698

The effect of mobile banking on customer retention: evidence from private commercial banks

Nyamtiga, B. W, Sam.A & Lazer, L.S ( 2013). Enhanced Security Model for Mobile Banking
Systems in Tanzania). Computer Science: International Journal of Technology Enhancements
and Emerging Engineering Research

Odunlami, I. B. (2015). Impact of customer satisfaction on customer retention: A case study of a
reputable bank in Oyo, Oyo state. Nigeria) . International Journal of Managerial Studies and
Research (IJMSR).3(2).PP 59-69

O’Neill, T. A., McLarnon, Schneider, T. J., & Gardner, R. C.(2013). Current misuses of multiple
regression for investigating bivariate hypotheses: an example from the organizational domain.
Behavior Research Methods, 46(3), 798-807. doi:10.3758/s13428-013-0407-1

Philipp, K,M.G.(2013). "Are you providing the “right” customer experience? The case of
BancaPopolare di Bari.

Puschel, J, Afonso, M, J., & Mauro C. Hernandez, J. (2010). Mobile banking: proposition of an
integrated adoption intention framework. International Journal of Bank Marketing, 28(5), 389—
409. doi:10.1108/02652321011064908

P.Vatcheva, K., & Lee, M.(2016). Multicollinearity in Regression Analyses Conducted in
Epidemiologic Studies. Epidemiology: Open Access, 06(02). do0i:10.4172/2161-1165.1000227

Ravichandra, (2016). Factors influencing mobile banking adoption in Kurunegala district,
Pakistan. Journal of Information Systems & Information Technology (JISIT).1(1). 24- 32

Riquelme, H.E. and Rios,R.E. (2010) The Moderating Effect of Gender in the Adoption of
Mobile Banking. The International Journal of Bank Marketing, 28, 328-341.
http://dx.doi.org/10.1108/02652321011064872

Rojsek, B. C. (2010). economic and business review. 12, 151-166.

Rootman.c & Sharp.G (2010). An international comparative study on the relationship marketing
and customer retention of retail banks: lessons for South Africa.

Sagib, G.K. and Zapan, B. (2014), “Bangladeshi mobile banking service quality and customer
satisfaction and loyalty”, Management & Marketing. Challenges for the Knowledge Society,
9(3), 331-346.

Sahoo, D &.Pillai, S.S a. (2017). “Role of mobile banking service escape on customer attitude
and engagement: an empirical investigation in India.International Journal of Bank Marketing
DOI:10.1108/1IBM-09-2015-0144

Saleem, Z. &. Rashid.K (2011). Relationship between Customer Satisfaction and Mobile
Banking Adoption in Pakistan . 2(162): 537-543.DOI: 10.7763/IJTEF.2011.V2.162

72|Page


https://doi.org/10.1108/IJBM-09-2015-0144

The effect of mobile banking on customer retention: evidence from private commercial banks

Salehi, M., & Alipour, M. (2010). E-Banking in Emerging Economy: Empirical Evidence of
Iran. International Journal of Economics and Finance, 2(1). doi:10.5539/ijef.v2n1p201

Samsudin, W, Zahari, A, Al-Momani.K & Mohammed, N.A.(2011). The influence of perceived
privacy on customer loyalty in mobile phone services: An Empirical Research in
Jordanintwernational journal of trade,economics and finance.

Schneider,A., Hommel,G., & Blettner,M (2010). Linear Regression Analysis. Deutsches
Aerzteblatt Online. doi:10.3238/arztebl.2010.0776

Sekaran, u. a. (2016). research methods for business (7th ed.). john wiley and sons Itd.

Singh, R, Khan, I.A (2012), an Approach to Increase Customer Retention and Loyalty in B2C
World International Journal of Scientific and Research Publications, 2(6), 2250-3153

Son, Y.C.(2012). Factors affecting individual to adopt mobile banking: empirical evidence from
the UTAUT model. .

Sookdeo, R. H. (2018). Customer Retention: Key towards Sustaining Competitiveness in
Commercial Banking in South Africa .

Sow, M. T(2014). Using ANOVA to Examine the Relationship between Safety & Security and
Human  Development.Journal ~ of  international  business and  economics,2(4).
doi:10.15640/jibe.v2n4a6

Spence, R & Smith.M.L(2010). ‘ICT, Development and Poverty Reduction: Five Emerging
Stories’, Information Technologies and International Development,) .

Sunil, K. M. (2013 ). ‘Mobile Banking Adoption and Benefits towards Customers Service’,
Modern engineering Management Studies (MEMS.

Systems, B. 0. (2012). Consumer and Mobile Financial Services.

Tam, C.a. (2017). “Literature review of mobile banking and individual performance”,
International Journal of Bank Marketing .

Tamuliene, V & Gabryte, 1.(2014). Factors Influencing Customer Retention: Case Study of
Lithuanian  Mobile  Operators.Procedia  Social and Behavioral  Sciences. 156.
10.1016/j.sbspro.2014.11.219.

Teshome, F. (2016). mobile banking in Ethiopia: practices, challenges and opportunities).
http://hdl.handle.net/123456789/3766

73|Page


https://www.semanticscholar.org/author/Ahmad-Suffian-Mohd-Zahari/100562974
https://www.semanticscholar.org/author/Khaled-Al-Momani/1397119060
https://www.semanticscholar.org/author/Nor-Azila-Mohd-Nor/35083613

The effect of mobile banking on customer retention: evidence from private commercial banks

Thakur, R.(2014). What keeps mobile banking customers loyal? International Journal of Bank
Marketing, 32(7), 628-646. doi:10.1108/ijobm-07-2013-0062 Uronu, B. (2014). To assess the
impact of e-banking on customer retention: A case of Exim bank .

Valenzuela, F. (2014) Switching barriers' influences on service recovery evaluation in the retail
banking industry: Construct development and testing. Australasian Marketing Journal, 22 (4):
296-306.)

Wasike, M. N, Caleb.E.A & Otiso, K. N (2016). Effect of technological innovations on customer
loyalty among commercial banks in ELDORET town. IOSR Journal of Business and
Management (IOSR-JBM).18(11), 147-16

Wisdom, K.(2012). The Impact of Electronic Banking on Service Delivery to Customers of
Ghana Commercial Bank Limited. A Thesis submitted to the Institute of Distance Learning,
Kwame Nkrumah University of Science and Technology.

Wang, Y., Shih, K., & Huang, Y. (2012). Measurement of Switching Cost on the Customer
Retention in the Banking Industry. Journal of Testing and Evaluation, 40(6), 923-930. Retrieved
from https://doi.org/10.1520/JTE104315

Worku G, Tillahun. & Tafa (2016). The Impact of Electronic Banking on Customers ’
Satisfaction in Ethiopian Banking Industry (The Case of Customers of Dashen and Wogagen
Banks in Gondar City). Journal of Business & Financial Affairs, 5(2).doi:10.4172/2167-
0234.1000174

Worku, G. (2010). Electronic-Banking in Ethiopia- Practices, Opportunities and Challenges) .

Yaghubi, N. & Seyedin.S.M (2015). Ranking the technical dimensions of e-banking service
quality evaluation models using Analytical Hierarchy Process. Advances in Computer Science .

Yeong,E.S & Fen, Y.S (2012). Exploring Motivations and Barriers for Mobile Banking
Adoption: A Qualitative Approach.

Yoshida,M .& James.J.D(2010). Customer satisfaction with game and service experiences:
Antecedents and Consequences. .

Zhang, L. & Liu. Q (2012). A meta-analysis of mobile commerce adoption and the moderating
effect of culture. Computers in Human Behavior.

Zhao,J.(2011).Regional knowledge management: The perspective of management theory.
Behavior & Information Technology.30(1),39-49.d0i:10.1080/0144929x.2010492240

Zhou, T,Lu.Y & Wang.B. (2010 ). Integrating TTF and UTAUT to Explain Mobile Banking
User Adoption.

74|Page


https://doi.org/10.1520/JTE104315
https://www.semanticscholar.org/author/Seyed-Morteza-Seyedin/47204885

The effect of mobile banking on customer retention: evidence from private commercial banks

Appendices

Appendix I: Questionnaire

Survey on the Effect of mobile banking on Customer Retention evidence from selected
private commercial banks in Ethiopia

Dear sir/madam,

You are invited to take part in research project on “Effect of Mobile Banking on Customer
Retention”evidence from selected private commercial banks in Ethiopia for the Partial
Fulfillment of Master’s Degree In General MBA. The research mainly focuses on private
commercial bank customers in Addis Ababa.

The objective of the study is to investigate factors that affect customer retention. The survey
therefore contains personal information of the respondents and questions relating to customer
satisfaction, service quality & delivery, customer awareness level, information technology &
security/privacy, switching cost, corporate image & relationship quality of mobile banking and
customer retention. The questionnaire will be collected by the one who gave it to you.

Participation in this research is voluntary. Your response will be anonymous. The data from the
survey will be used solely for the purpose of academic research and no other purpose.

Thank you very much for your participation. Your views are highly valued and will go a long
way in determining the successful completion of this survey.

Yours faithfully,

Hela Kebede
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Section |: General information

1) Name of your bank

2) Gender
0 Male 0 Female
3) Age
o 18-30 Years 0 31-40 Years
0 41-50 Years O above 50 Years

4) Education level

o High school & below o Diploma

O Degree O Masters & above
5) Monthly income

o Up to 10,000 o 10,001-20,000 o above 20,000
6) For how long have you been a customer of your bank?

O Less than 1 year o 1-4 years

o 5-9 Years o above 10 years
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Section I1: Questions related to effect of mobile banking on customer retention

Strongly | Disagree | Neutral Agree Strongly

Section A: Customer Satisfaction disagree a%;f °
1) (2) ©) (4)
I am satisfied with the overall service quality of mobile
banking services given by my bank
| always get prompt service whenever | use mobile
banking and | am satisfied with that.
The bank completely meets my expectations
Disagree | Neutral Agree Strongly
Section B: Service quality & delivery Sirongly agree
: d |s?19) ree @) 3) () (5)

Reliability

Mobile banking service provides me reliable information
about my account

The service offered by the bank is high quality and the
speed of the mobile banking is very fast.

Responsiveness

I got prompt response if my transaction isn’t processed
while using mobile banking.

The bank quickly resolves mobile banking related

problems.

Assurance

I know exactly when my transaction is performed.

I feel safe when | use mobile banking provided by my
bank.
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Empathy

My bank gives individual attention to customer.

My bank collects feedback to understand the need of the
customer.

My bank delivers equitable & dependable mobile banking
service as promised.

My bank provides mobile banking service to meet my
changing needs with clearly stated terms and conditions.

The level of service quality & delivery determines my
frequency of using a specific mobile banking service.

Disagree | Neutral Agree Strongly
_ Strongly agree
Section C: Customer awareness level disagree 5
0 ¥ ®) @ ©)
I received information on how to use & when additional
mobile banking services are included.
I receive enough information about the benefits of mobile
banking & the differences between conventional banking
and e-banking.
I get information from the bank when additional mobile
banking services are included.
Disagree | Neutral | Agree | Strongly
. . . . Strongly agree
Section D:Information technology & Security/privacy disagree 5
O v ®) ©) ©)

My bank use up-to-date equipment and technology that
allows me to confirm the transaction processes.

I am willing to use new mobile banking technologies that
are clear and easy to understand
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| feel secured when | use mobile banking service given by
my bank.

I believe my bank keeps my personal information
privately & have set of rules which protect my bank
details.

. L i Strongly
Section E: Switching cost Strongly Disagree | Neutral | - Agree agree
disagree
2 3 4 ()
) ) ©) (4)
Considering everything the cost & effort switching to
other bank would be high.
It is risky to change my current service provider.
Considering the time dealing with my bank is easier than
switching to another competitor.
. . . . . i Strongly
Section F: Corporate image & relationship quality Strongly Disagree | Neutral | - Agree agree
disagree
2 3 4 (%)
1) ) @) (4)
I feel self-confident about the mobile banking service
provided by bank.
My bank creative in introducing products that benefits its
customers in an ethical way.
My bank provides distinctive service & information to its
customers to build a long-term relationship.
My bank meets the expectation of its customers & solves
conflicts in a professional way
Disagree | Neutral | Agree | Strongly
: _ : Strongly agree
Section G: Customer retention disagree ) 3 A (5)
1) ) @) (4)

I am happy & plan to continue as customer of the bank for
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the coming years.

I consider myself to be the loyal customer of my bank.

I have a positive emotional relation with my bank & I will
recommend to others.

THANK YOU!
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Appendix II: Kocheral table of Sample size

Required Sample Size'

Confidence = 95% Confidence = 99%
Population Size Margin of Error Margin of Error

50% 35% 25% 1.0% 50% 3.5% 25% 1.0%
10 10 10 10 10 10 10 10 10
20 19 20 20 20 19 20 20 20
30 28 29 29 30 29 29 30 30
50 44 47 48 50 47 48 49 50
75 63 69 72 74 67 71 73 75
100 80 89 94 99 87 93 96 99

150 108 126 137 148 122 135 142 149

200y 132 160 177 196 154 174 186 198

2500 152 190 215 244 182 211 229 246

300§ 169 217 251 291 207 246 270 295

400y 196 265 318 384 250 309 348 391

500) 217 306 377 475 285 365 421 485

600) 234 340 432 565 315 416 490 579

700) 248 370 481 653 341 462 554 672

800y 260 396 526 739 363 503 615 763

1,000f 278 440 606 906 399 575 727 943
1,200) 291 474 674 1067 427 636 827 1119
1,500 306 515 759 1297 460 712 959 1376
2,000§ 322 563 869 1655 498 808 141 1785
25004 333 597 952 1984 524 879 1288 2173
3500 346 641 1068 2565 558 977 1510 2890
5000f 357 678 1176 3288 586 1066 1734 3842
7500 365 710 1275 4211 610 1147 1960 5165
10,000y 370 727 1332 4899 622 1193 2098 6239
25.000§ 378 760 1448 6939 646 1285 2399 9972
50,000f 381 772 1491 8056 655 1318 2520 12455
75000f 382 776 1506 8514 658 1330 2563 13583
100,000y 383 778 1513 8762 659 1336 2585 14227
250,000f 384 782 1527 9248 662 1347 2626 15555
500,000 384 783 1532 9423 663 1350 2640 16055
1,000,000f 384 783 1534 9512 663 1352 2647 16317
2,500,000f 384 784 1536 9567 663 1353 2651 16478
10,000,000) 384 784 1536 9594 663 1354 2653 16560
100,000,000f 384 784 1537 9603 663 1354 2654 16584
300.000.000f 384 784 1537 9603 663 1354 2654 16586

1 Copyright, The Research Advisors (2006). All rights reserved
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