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ABSTRACT

The purpose of the research paper is to
develop a conceptual model that explores
the dimensions of CRM, relationship
quality & customer loyalty and their
relationship in the context of the banking
sector in India. The study analyzes CRM
dimensions, relationship quality, and
customer loyalty through extensive
literature review. The present research
paper has explored five major factors/
dimensions, namely, communication,
conflict handling process, responsiveness,
personalization, and customer orientation.
Relationship quality was explored through
dimensions, namely, trust, commitment,
and satisfaction. Customer loyalty has been
analyzed by three major factors such as
behavioural, cognitive, and attitudinal
loyalty. The study has proposed a
conceptual research model for further
research

The present study explores new insights
on CRM practices, relationship quality, and
customer loyalty in the Indian banking
sector for academicians and practitioners
with some limitations. The identified
dimensions will help practitioners in
effective implementation of CRM practices
to improve relationship quality and
customer loyalty in banks. Present work
analyzes the relationship between CRM,
relationship quality, and customer loyalty in
the Indian banking sector.

Keywords- Customer Relationship
Management, Relationship Quality,
Customer Loyalty, Indian Banking Sector,
Trust
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1. INTRODUCTION

The banking sector has been witnessing a
tough and challenging phase with decreasing
profitability, increasing provisioning
requirement and poor asset quality. The global
crisis in banking sector indicated the high risk
and that requires higher standards of practices in
almost every aspect of the sector. Marketing
scenario in the banking sector is very dynamic
and innovative with a background of rapid
change in technology, regulatory requirements,
social and economic changes, and globaliza-
tion. The banking sector has changed in many
aspects such as technology, structure,
regulatory provision, entry of private and
foreign banks, etc. which has brought a
considerable transformation in the industry
(Klein, 2005; Padmavathy et al., 2012). These
changes have forced the industry to offer
innovative services under a regulatory
framework; banks have not only increased their
product portfolio but also expanded their
presence across the country. Expansion of
global financial institutions and rising customer
needs related to various financial services have
increased competition in the banking industry.
Thus, a concrete customer oriented strategy is
required to attract and develop a mutually
beneficial relationship with the customer in the
banking sector (Ladeiraetal.,2016).

The challenging and tough competition in
the banking industry has compelled banks to
adopt a customer oriented approach. Customer
relationship management (CRM) has been
adopted by companies and financial institutions
including banks (Andaleeb et al., 2016).
Although, the pattern and objective of adoption
of CRM are different from company to
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company and from industry to industry but the
basic objective is to maintain long term
relationship with customers. Losing a customer
is very costly for a company in a highly
competitive market and in changing consumer
behaviour. Companies are striving to have a
long term relationship with a customer rather
than attracting new customers as it involves
costs. A strong relationship results in a
competitive advantage over competitors and
that can hardly be broken (Wong et al., 2007).
Indian banks have been investing in CRM
initiatives to develop a long term profitable
relationship with customers. Generally, a CRM
initiative is termed as technology related
investment project instead of a facilitator with
business strategy, process, and people.
Companies desire to serve best possible service
that leads to good relationships with their
customers but many firms find it hard to design
effective CRM strategies (Boulding et al., 2005;
Boltonetal.,2007).

The objectives of the present study are: (a)
to explore the dimensions of CRM, relationship
quality and customer loyalty in the context of
the Indian banking industry; (b) to propose a
conceptual structural model showing relation-
ships among these factors. It is believed that this
study will give an insight into conceptual and
practical implications to banking and other
sectors in service operations. The objective of
the study is to fill the gap by proposing a unique
set of dimensions of CRM, relationship quality,
and customer loyalty in the banking sector.

2. LITERATURE REVIEW
2.1 Customer Relationship Management

Customer relationship management (CRM)
has attracted considerable attention amongst
academicians and practitioners. CRM refers to
the concrete strategy which aims for long term
relationship with customers (Anton, 1996;
Jolson, 1997; Morris et al., 1998; Parvatiyar and
Sheth, 2001; Kotorov, 2003; Lambert, 2004;
Sinetal., 2005; Ryals and Payne, 2010; Frow et
al., 2011; Mukerjee, 2013; Khojastehpour and
Johns, 2014, So et al, 2016). Studies have been
conducted in various industries such as banking
(Padmavathy etal., 2012), (Meadows and Dibb,

13

BHU Management Review | Vol. 6, Issue-1&2 Jan. - Dec. 2018

2012), paint manufacturing (Daghfous et al.,
2013), Insurance (Gruen et al., 2000), financial
services (Ryals and Knox, 2005), hotel (Osman
and Hemmington, 2009), retailing (Srinivasan
and Moorman, 2005). The concept and
understanding of CRM are fragmented and
spread from commitment to customer retention
and from customer orientation to customer
loyalty. CRM has been defined by many
scholars (Sheth and Parvatiyar, 1995; Sin et al.,
2005; Szmigin and Bourne, 1998; Reinartz et
al., 2004; Morgan and Hunt, 1994; Rust et al.
2000; Meng and Elliott, 2008; Lambert, 2010)
and these definitions can be broadly categorised
into the following categories: (a) it is a
comprehensive business strategy for customer
need, expectations, behaviour and managing
them for effective business performance, (b) it is
a process of attracting, acquiring, retaining and
developing mutual beneficial long term
relationship with customers, (c) it is an
information technology based tool for
analyzing business data and information to
understand customer needs and creating
superior value for the company and the
customer. One of the prominent definitions that
are proposed by Sin et al. (2005) said that "Itis a
comprehensive strategy and process that
enables an organization to identify, acquire,
retain, and nurture profitable customers by
building and maintaining long-term
relationships with them". Studies conducted for
relationship marketing shows that scholars have
not been able to arrive at a common consensus
for defining relationship marketing (Yadav and
Singh, 2014). Relationships with customers are
built on continuous efforts based on customer
knowledge and integration of various activities.

Zablah et al. (2004) proposed five major
components of customer relationship
management, namely relationship marketing
strategy leading towards the profitability of the
organization, customer centricity approach in
relationship program, quality of customer and
firm interaction, sales, and marketing
integration through technology, and creation of
arelationship with customers.

Boulding et al. (2005) stressed that it not
only builds relationships and uses systems to



collect and analyze data, but it also includes the
integration of all of these activities across the
firm, linking these activities to both firm and
customer value, extending this integration
along the value chain, and developing the
capability of integrating these activities across
the network of firms that collaborate to generate
customer value while creating shareholder
value for the firm. Frow and Payne (2009)
proposed CRM as a cross-functional strategic
approach to create shareholder value through
the development of relationships with selective
customers and segments. It involves customer
knowledge, customer and segment selection,
co-creation of customer value, developing
integrated channel strategies, intelligence, and
technology solutions to create superior
customer service experience. CRM aims to
retain the same customers which prove to be
profitable for the company. It helps in the
creation of value of products and services with
partnering its existing customers (Gronroos,
2000; O'Malley, 2003). The core of the
relationship of the CRM program is the
relationship between the firm and customers. A
relationship can be formed only when mutual
benefits and interest are satisfied. Mutual
relationship is affected and depends on many
factors like interaction frequency with customer
and firm. During the process of interaction, a
strong relationship can be developed over time
and value can be created and delivered (Czepiel,
1990; Gronroos, 1997)

CRM assures competitive advantage by
retaining and developing long term relationship
with customers (Krasnikov et al., 2009). It is
relevant to point out that not all consumers want
relationships (Danaher et al., 2008); consumers
can select transactional or relational behaviour
in service. The choice depends upon continuous
CRM effectiveness that may impact on
consumer's selection. Companies are attracted
by the immense potential of CRM to enhance
relationship quality, loyalty and overall firm
performance (Knox et al., 2003; Jayachandran
et al., 2005). CRM involves integrated
marketing communication which consists of an
active two way exchange of any information,
ideas, etc. between customers and firms.
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Relationship communication involves
information exchange, customized dialogue,
and conversation to develop mutual
relationships (Andersen, 2001). Most of the
modern marketing communication techniques
are based on prior intention and objective of
establishing a conversation. Normally,
communication is seen as a mean of developing
trust with the customers. Marketing
communication emphasis on establishing two
way communications to deliver a better
message to build and maintain brand and
relationship quality (Peppers and Rogers 1993).
Presently, firms are investing heavily in
software and technology in the age of the
internet. It ensures an effective design of CRM
program and proper delivery of a communica-
tion (Ahn et al., 2003; Flavian and Guinaliu,
2006; Maguire et al., 2007). The use of
integrated communication in relationship
marketing led to the development of an
empowered CRM and it enables an organization
to able to analyze even small fact about
customers. It is important to note that only use
of communication technology may not give
desired results but the essential things are
sophisticated analytical skills that require in
analyzing customer related information
(Peppard, 2000). Communication is the way by
which relationships are developed and
maintained. It conveys meaningful interaction
between firms and customers in case weakening
or strengthening relationships. CRM is a
combination of processes, system which aims to
understand customers. It enables to manage the
relationships needed to focus on customer
attraction, acquisition, retention, and
development (Celep et al., 2013). Further, CRM
strategies and processes lead to differentiate its
products and services and ensure the
development of the business. Desirable state of
mind in people of the organization forms the
basis for the development of the behaviour and
interactions with its customers. Employee
oriented firms treat their employees as an asset
for the organization and promote their ideas and
strategies in the process of relationship
marketing strategies. Firms should have more
empowered, customer oriented people in the
CRM system (O'Reilly, 1989; Maignan et al.,



1999; Dobni etal., 2000).
2.2 Relationship Quality

Customer oriented strategies are suggested
by several researchers (Fornell, 1992; Rust and
Zahorik, 1993; Reichheld, 1993). These
strategies are based on the basic idea that
acquiring new customers are relatively costlier
than retaining existing customers and they can
be retained by the value of lasting customer
relationship. Hence, marketers are always
worried about the association with their
customers. There are many dimensions to
increase the retention of customers and
relationship strength is one of those dimensions.

Acrelationship is a psychological connection
between a firm and its customers and
relationship quality reflects the psychological
connection of firm and customers. Trust and
satisfaction are one of the main constructs of
relationship quality (Crosby et al., 1990;
DeWaulfetal.,2001; Gregoire and Fisher, 2006).
Relationship quality has been studied to
understand the psychological relationship
between firms and customers. Relationship
quality has a direct relationship with customer
loyalty, stability, and retention (Morgan and
Hunt, 1994; Beatty et al., 1996; Gwinner et al.,
1998; Garbarino and Johnson, 1999; Holloway
et al., 2009). Relationship quality assesses the
overall strength of a relationship and it is based
on relationship marketing. Researchers have
developed various models to explore
relationship quality to examine its antecedents
and consequences. Relationship quality is a
higher order construct consisting of two
indicators, trust and satisfaction. Relationship
quality describes the overall depth and situation
of a relationship (Crosby et al., 1990; Kim and
Cha; 2002). Some researchers introduce
commitment as the third indicator of
relationship quality while and others find it
close to loyalty (Kim et al., 2001). Trust is
considered as a customer's willingness to rely
on selected products and services. Trust in
banking services is reflected in customer
confidence in reliability and quality of services
offered. Relationship quality can be achieved
through consistent service performance as
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perceived by customers. Moorman et al. (1993)
defined trust as “a willingness to rely on an
exchange partner in whom one has confidence.
Abetrayal of this trust (by the supplier or service
provider) can lead to customer dissatisfaction
and defection”.

Schurr and Ozanne (1985) defined the trust
as the belief that a word or promise is reliable
and a party will fulfill his/her obligations in the
relationship. Shared values, mutual
understanding, and goals, opportunistic
behaviour, making and fulfilling promises,
positive outcomes are terms used to define trust
by prominent scholars (Dwyer et al., 1987,
Morgan and Hunt, 1994; Wilson, 1995;
Anderson and Narus, 1984; Crosby etal., 1990)

Perceived service can only be consistently
delivered when firms have already studied the
needs and expectation of the customer (Crosby
et al., 1990; Garbarino & Johnson, 1999; Chen
& Chang, 2005). Smith (1998) opined that
relationship quality is the comprehensive
analysis of the strength of a relationship and the
ways of fulfilling the needs and expectations of
the customers. Firms can differentiate their
services by unique sets of relationship quality
dimensions. Creating customer trust and
satisfaction results in repeat purchase and
retention (Roberts etal., 2003).

Trust, conflict, business understanding,
satisfaction, affective conflict, commitment are
some of the identified constructs of relationship
quality (Crosby et al., 1990; Garbarino &
Johnson, 1999; Kim and Cha; 2002; Lee and
Kim; 1999; Roberts et al., 2003; Morgan and
Hunt, 1994; Lang and Colgate, 2003; Henning
Thurau, 2000; Jalilvand et al., 2017). We can
say that relationship quality is the strength of a
relationship built on past experiences and
expectations. Researchers have found that
strong relationship ensures a kind of protection
in relational exchanges at a difficult time.
Further, high quality relation may impact badly
at times of service failure due to increased
expectations (Singh and Sirdeshmukh, 2000;
Oliver, 1980). Relationship quality is seen as the
perception of a customer towards the fulfillment
of expectations, desires during the entire



relational process (Jarvelin and Lehtinen,
1996).

Crosby et al. (1990) defined relationship
quality as “the customer is able to rely on the
salesperson's integrity and has confidence in the
salesperson's future performance because the
level of past performance has been consistently
satisfactory”.

Moorman et al. (1992) defined commitment
as a long term desire to maintain a valued
relationship. It implies that a higher level of
relationship quality is based on a desire to carry
mutually satisfying and beneficial behaviour.
An individual who gives value to the
relationship would be highly committed. A
highly committed customer would like to
receive the same efforts from firm's side. The
commitment may be calculative or affective.
Calculative commitment in a relationship exists
because two parties enjoy mutual benefits. In an
affective commitment, a relationship is based on
a willingness to say and good faith in the
relationship (Kumar et al., 1995; DeRuyter et
al.,2001).

High relationship quality indicates that
customer is willing to have faith in the integrity
and trust in the firm and he has the same
expectation for future performance. It is based
on the past consistence performance of the firm.
Needless to say, a high relationship quality
between the customer and firm results in a
successful long term relationship.

Several CRM scale development research
has been conducted in financial services and
banking services by researchers (Sin et al.,
2005; Agariya and Singh, 2012; Padmavathy et
al.,2012).

Trust, commitment, satisfaction, inter-
activity, and recommendations are the major
factors of relationship quality.

2.3 Customer Loyalty

Customer intentions and pre determined
thoughts to purchase from the same
organization can be termed as loyalty
(Edvardsson et al., 2000). Firm performance
and its sustainability can be achieved by
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considering loyalty as a major factor in
marketing strategies. Customer impressions
cannot be created by offering products and
services only as many firms are also offering the
same quality and features. Hence, the study of
customer loyalty is crucial for the growth and
sustainability of firms (Hallowell, 1996;
Keating et al., 2003; Lynch and Ariely, 2000).
Loyalty is a specific consumer behaviour in
which value received from a company is more
than the value received by any other company. It
1s a kind of psychological feeling of a customer
that links him with products, service, and
organization (Hallowell, 1996). Customer
loyalty is a series of psychological analysis and
evaluations of product, service, and company.
Satisfaction, trust, and commitment are
antecedents of customer loyalty (Raimondo et
al. 2008). Customer loyalty can be achieved by
a better understanding of customer needs. Itis a
key factor in the sustainability and success of an
enterprise (Slater and Narver, 1999).
Repurchase intentions and high customer
loyalty have a considerable positive impact on
profitability. Researchers have studied many
aspects of customer loyalty formation and its
consequences (Hallowell, 1996; Slater and
Narver, 1999). Service quality, high switching
costs, social and emotional bond, corporate
image, price fairness, communication,
relationship enhancing activities, service
recovery, etc are some of the determinants of
customer loyalty. Volume buying and customer
referrals increase with the formation of
customer loyalty. The customer stays for a long
period of time, increases the number of frequent
visits and purchases, purchases intentions, and
positive word of mouth (Trubik and Smith,
2000). Loyal customers may be motivated to
buy multiple products. Customer loyalty may
be formed with increased relationship quality
(Pont and McQuilken, 2005). Loyalty may be
positively linked with a cross and up-selling
(Gupta and Zeithaml, 2006). Customer loyalty
may have several outcomes namely
profitability, repurchase intentions, positive
word of mouth, positive attitude towards brand
and company, increased share of wallet,
positive firm performance, etc. (Dick and Basu,
1994; Storbacka, 1997; Jorna et al., 2002;



Doorn et al. 2010; Lima and Fernandes, 2015;
Terciaand Teichert, 2016; Bhatetal., 2018).

3. METHODOLOGY

In the context of the banking industry in
India, a conceptual model of CRM, relationship
quality, and customer loyalty is being
developed based on concepts and understanding
extracted from literature. Figure 1 represents
the entire conceptual model of the present study.
The model showed that customer relationship
management is related to relationship quality
and customer loyalty and relationship quality is
related to customer loyalty. Five constructs

BHU Management Review | Vol. 6, Issue-1&2 Jan. - Dec. 2018

namely communication, customer orientation,
conflict handling process, responsive,
personalization have been identified for the
conceptualization of customer relationship
management practices. Trust, commitment, and
satisfaction dimensions were considered for
relationship quality. In addition, behavioural,
attitudinal, and cognitive dimensions were
taken for customer loyalty. Each construct was
evaluated using several variables.

Trust

Commitment Satisfaction

Communication

Conflict
Handling
Process

Responsiveness

Personalization

Customer
Orientation

Relationship
Quality

Customer
Loyalty

Behavioural

Loyalty

Attitudinal
Loyalty

Cognitive
Loyalty

Figure 1: Research Model
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4. DISCUSSION

Developing and retaining long term relationship
with customers improves the chances of a firm
to be competitive in the present business
environment. Continuous effective CRM
program enables a firm to develop and retain
long term relationship with its existing
customers. CRM is treated as strategic use of
customization, customer orientation, customer
handling processes, responsiveness, commu-
nication, and information to manage the
customer relationship. CRM enables the firm in
improving the length of the relationship,
effectiveness of internal processes, and
improvement in revenue. Many scholars have
contributed to the field of CRM by proposing a
unique set of constructs particularly in the
banking sector. Based on the literature, several
factors responsible for the formation of CRM
have been identified. The present study
proposes a unique set of constructs of CRM for
the banking sector. Communication, customer
handling process, responsiveness, personaliza-
tion, and customer orientation have been
identified as factors responsible for customer
relationship management in the banking sector.
CRM success in banking sector depends on
practicing all factors collectively. Successful
CRM implementation depends upon practicing
CRM factors along with CRM vision,
management support, CRM culture, and
involvement in the banking sector. Commu-
nication plays an important role in maintaining
a sustainable relationship. It enables an
organization to maintain closeness and intimacy
to have a strong bond with customers. Effective
communication would be possible through
continuous interaction with customers.
Frequency and tone determine the effectiveness
of communication (Sharma and Patterson,
1999; Varey and Ballantyne, 2005). The desired
effect of the relationship is to create an
environment of an intimate relationship with
customers.

Customer handling is another factor in effective
CRM practices in the banking sector. Customer
handling process is essential in managing
perceived service. Effective customer handling
processes improve the positive customer
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experience. Effective customer handling
processes include serving the customer as per
commitment, solution of a complex situation,
hassle-free solutions, solution on time, etc.
firms can become efficient service providers by
implementing proper customer handling
mechanism (Bove and Johnson, 2001). Itis seen
that if customer handling processes have been
coordinated well, it will strengthen the
customer relationship.

Responsiveness is another factor in the
formation of CRM practices in the banking
sector. Responsiveness is considered as
providing helpful and prompt services to
customers as and when it is required. It is
considered as a magnitude of promptness in
providing services to customers. Quick
response to customers would fill a sense of
reliable services of a banking firm.

Another important factor in the formation of
CRM practices is personalization. It is defined
as the practice of one to one marketing through
mass customization. It facilitates in proving a
unique set of solutions to the specific need of
customers. Understanding diversity in needs
and wants of customers enable an organization
to understand consumer behaviour accurately.
Ongoing dialogue with customers enables a
firm to customize services efficiently. Further,
up-gradation of the status of a customer from
normal to privilege, removing unnecessary
products, and freedom of selecting combination
services create an effective personalized service
to customers (Dyche, 2002; Sin etal., 2005).

Customer orientation is an essential driver for
customer satisfaction in a service firm. It
involves the deputation of customer oriented
services employees to meet customer needs.
Previous studies confirm that customer
orientation facilitates better service perform-
ance and greater organizational effectiveness.
Customer orientation promotes employees to
engage customers in relational behaviour that
increase long term behaviour (Gremler and
Gwinner, 2000). It tries to enhance customer
satisfaction and decreases dissatisfaction.

Relationship quality has been studied by many
scholars in many aspects. Relationship quality



may be regarded as efforts to fulfill the needs of
customers in an existing relationship. It is
considered as an overall analysis of the strength
of the relationship between customers and firm.
Many researches confirmed major factors of
relationship quality such as trust, commitment,
customer satisfaction, interactivity, recommen-
dation, etc. Development of trust has been
regarded as an essential part of the relationship
between buyer and seller (Zboja and Voorhees,
2006). It is considered as a willingness to rely on
the integrity and honesty of other parties in
making business transactions. Commitment, on
the other hand, is a willingness to maintain long
term and valuable relationship with service
providers (Kassim and Abdulla, 2006;
Keininghametal.,2017).

Customer satisfaction is defined as "an overall
evaluation based on the total purchase and
consumption experience with a good or service
over time" (Anderson et al., 1994; Zaim et al.,
2010). It is an affective state that results from an
entire assessment of the relationship of a
customer with a service provider (Roy and
Shekhar, 2010).

5. CONCLUSION

Many aspects of customer loyalty have been
studied by researchers. Some researches
pointed out relationship quality as antecedents
of customer loyalty. Itcanbe achieved by better
practices in factors like a social and emotional
bond, corporate image, service quality, high
switching costs, communication, relationship
enhancing activities, service recovery, trust,
commitment, customer satisfaction, etc.
(Srinivasan etal., 2002; Wong and Sohal, 2003)

Behavioural, attitudinal, and cognitive loyalty
are dimensions of customer loyalty.
Behavioural loyalty refers to a particular
behaviour shown by the customer in selecting
the product and service of an existing firm.
Consumer more often expresses themselves by
spreading positive word of mouth and
recommending service to others. Cognitive
loyalty termed as an enduring position of a
brand and company in customers' mind.
Customers used to continue his patronage with
an existing firm even if he faces difficulties in
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managing a relationship. A customer can wait
for the services of any specific brand and
company when it is not available. Attitudinal
loyalty refers to the favourable attitude towards
a brand or firm as compared to other brands/
firm. It is also considered as a level of
commitment of a customer towards a brand and
company (Baldinger and Rubinson, 1996;
Leverin and Liljander, 2006; Cassia et al.,
2017).

Limitations And Future Direction

The present study explores new insights on
CRM practices, relationship quality, and
customer loyalty for academicians and
practitioners with some limitations. Research
focuses on the banking industry in India; hence
it cannot be generalized on the entire financial
sector.

The future direction of the study comes from
the limitation of the present study. The present
study can be extended in other sectors of the
financial industry such as insurance, mutual fund,
etc. The present study has identified a unique set
of factors of customer relationship management,
relationship quality, and customer loyalty. Apart
from considering existing factors or dimensions,
other dimensions such as service quality, service
recovery, switching costs, etc may be considered
for the study in future work.
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