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Abstract  

This paper aims to investigate the impact of customer relationship management on Long-term Customers’ 

Loyalty in the Palestinian banking industry. The data was collected through distributing questionnaires on the 

Palestinian banking employees. Using multiple regression analysis tests, this paper finds these results; there is a 

positive and strong linear relationship between dependent variable “long-term customers’ loyalty” and CRM, the 

CRM dimensions are service quality, customer’s database, solving customer’s problems, employees behavior, 

and CRM system integration. At the end, the two predictors (employee’s behavior and CRM system integration) 

explained 48.2% of the variance in the long-term customers’ loyalty. The scholars’ found that banks have to 

investigate why there is a difference in the service quality level between male and female employees where male 

employees more effective than females. Furthermore, banks need to update their customers’ database in order to 

be alerted to changes in their customers’ requirements and needs to retain their loyal relationships with 
customers.  

Keywords: CRM, Customer relationship management, long-term customers’ loyalty, service quality, customer’s 
database, solving customer’s problems, employees behavior and CRM system integration 

1. Introduction  

The Palestinian banking industry has a significant role in the local development by providing the financial 

support in order to help the citizens to establish new businesses and provide them with the financial aid to let 

them cope with financial risks related to the unstable situation in Palestine, and on the other side, it helps them to 

ensure a secure a fund source to grant them with the required liquidity. Banks compete in the Palestinian local 

market to provide the proper borrowing facilities and procedures that are aligned with the customers’ needs and 

expectation because in there are many cases citizens’ have lack of requirements and guarantees to earn the 

required financial aid. So the Banks undertake these procedures in order to build a strong relationship with its 

customers to satisfy their needs and keep satisfying them in the long run to create a loyal customers’ segment. In 

this regard, this paper aims to investigate the impact of managing customers’ relationship with the banks to 
achieve their loyalty (Mosallem, n.d.).  

Business owners often concentrate on the improvement of their products and services, this is one of the basic 

features of the production concept. Often, they neglect their customer care and relationship; as a result, many of 

their customers move their purchasing decisions to organizations who can serve them better. The problem here is 

that they fail to understand that customers’ value, care, and concern is far above the product quality. So, 

companies tend to try their best as much as possible to satisfy their customers and even attract more besides to 
strengthening loyalty (Long, Khalafinezhad & Wan Ismail, 2013). 

Customer relationship management (CRM) refers to practices, strategies, technologies and a marketing tool that 

the banks in Palestine use to manage and analyze their customer’s interactions and data throughout the customer 

lifecycle. The goal of improving the banks business relationships with customers is to assist in customer’s 
retention and driving sales growth (Rouse, 2014). 

Customer profitability systems can be the most powerful basis for a CRM implementation. Successful CRM 
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programs increased customer loyalty. They have in plentiful instances even increased company revenues 

(Salawdeh, 2009). Banks in Palestine need to use effective CRM application, that enables them to easily gather 

critical sales and marketing information, not only pays for itself very quickly, it becomes a valuable resource for 
improving both the top revenue and the bottom profit lines.  

Ranade (2012) shows that loyalty defined as a customer continuing to believe that the organization’s 

product/service offer is his best option. It fulfills their value proposition whatever that may be. They take that 

offer whenever faced with that purchasing decision. Banks in Palestine competing in the local market to capture 

a better market share among this massive competition, the aim of these banks is to build a strong relationship 
with its customers for a better long-term loyalty with them. 

The total number of the operated banks in Palestine is 15 banks, divided into local and foreign banks, foreign 

banks are the majority (8 foreign, 7 local). Around 7,000 employees working in these banks in Palestine (PMO, 

2017). Banks in Palestine using CRM as a tool for managing the company’s interactions with customers, users 

and all sales and financial issues. It uses technology to facilitate and manage the business processes and activities. 
Thus, CRM is an issue of strategic business and process rather than a technical one (Dowling, 2002). 

The ultimate objective of this paper is to discover the impact of customer relationship management on long-term 

customers’ loyalty in the Palestinian banking industry. And also, to highlight the most effective CRM dimensions 

that decision makers use to build and improve their CRM applications to help them in building a loyal 

relationship with customers. This study consisted of five parts, the introduction, the second part is the literature 

review which presents the theoretical and the empirical reviews for the previous studies about the study topic, 

methodology is the third part that contains data collection, validity, and reliability of questionnaire, conceptual 

model, the population and sample size, and the data analysis method used in this thesis. Whereas part four 

reflects the data analyses that are correspondent to the testing hypothesis and the results discussion, the last part 
is the scholars' conclusion. 

2. Literature Review  

The literature review in this study investigates the impact of customer relationship management on long-term 

customers’ loyalty in the Palestinian banking industry. Literature review separated into two parts, theoretical and 
empirical literature reviews. 

2.1 Theoretical Literature Review 

Customer relationship management is a relatively new concept which emerged in the 1980s; with Saarijärvi et 

al. (2013b) noting that the early versions of CRM were referred to as database marketing and mainly consisted of 

interactions between customers and organizational staff. Stein et al. (2013) and Nguyen and Mutum (2012b) 

detail the rise of CRM as organizations started leveraging the benefits of collecting customer information in 

order to better satisfy their customers and enhance customer retention. Nguyen and Mutum (2012b) also note 

that during the 90s, more organizations considered customer service as a skill under continuous evolution that 

needed further investments. Goddard et al. (2012) claim that CRM has achieved the potential first seen in the 

1980s, enabling organizations to enhance customer service by customizing their product and service offerings to 
specific customer segments and improving customer retention. 

Customer relationship management has emerged as a crucial strategy for: (1) identification of profitable banking 

prospects and customers, while also (2) enabling banks to devote attention and time to enhancing account 

relationships with such clients via customized services, (3) discretionary decision-making, (4) re-pricing, and (5) 

marketing (Farquad et al., 2012; Vella et al., 2012; Awasthi & Sangle, 2013). Furthermore, Agariya and Singh 

(2012) add that CRM aids banks in differentiating customer segments according to profitability and business; as 

well as identifying associated risks with loan applicants, customers most likely to leave the bank, respond to 
offers, and default on their credit.  

Despite the rapid growing CRM literature, the CRM dimensions and their effects on the customer outcomes need 

more studies for more results. Hollensen (2015) and Kumar and Reinartz (2012) identify two fundamental 

dimensions of CRM, which are (1) the human dimension and (2) the business dimension; in which the human 

dimension entails the recognition and response to the human needs of the customer, as well as the incorporation of 

gratitude and courtesy into customer service. In this case, acknowledging the concerns of the clients and defusing 

issues helps to enhance customer retention. Muther (2012) and Karjaluoto et al. (2014) expound further on five 

other dimensions which are service quality, customer’s database, solving problems, employee behavior, and CRM 

system integration that entail the identification and satisfaction of business needs and the balancing of the 

organization’s need for profitable operations and the customer’s needs for quality service and products. In this 
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paper, the scholars’ focuses on five key CRM dimensions that other researchers found in many industries that these 

dimensions significantly enhance customers’ loyalty, service quality, customer’s database, solving customer’s 
problems, employees’ behavior and CRM system integration.  

Customers’ loyalty refers to an organization’s success in creating and maintaining a long-term relationship with 

clients (Lawfer, 2014; Evanschitzky et al., 2012). In this case, one of the most important objectives of a business 

is to ensure that customers engage in continued, preferably profitable, business with the organization. Further, 

Burke (2015), and Sachs (2013) define Long-term Customer Loyalty as a relationship in which customers 

provide repeat business to one organization because of a certain feature in the latter’s product or service despite 

having other options. Lowenstein (2014) provides the definition of Long-term Customers’ Loyalty from the 

perspective of brands, stating that loyalty is the commitment by customers to repurchase a product or service and 

further advocate for the product through word of mouth. Martinez and Del Bosque (2013) also define of 

Long-term Customers’ Loyalty from the perspective of repurchase behavior, but further, argue that it is the 
customer’s high relative attitude to a specific organization or brand. 

There are several dimensions of long-term customers’ loyalty, including (1) effective and (2) logical commitment 

(Kitapci et al., 2013), (3) decreased loyalty to competitors (Lawfer, 2014; Burke, 2015; Martinez & Del Bosque, 

2013), and (4) repurchase (Beneke et al., 2012; Sachs, 2013). Other dimensions of loyalty include (5) positive 

word of mouth (Lowenstein, 2014) and (6) purchase of other services or products from the organization 
(Evanschitzky et al., 2012). 

2.2 Empirical Literature Review 

In this section, the scholars’ in this research will discuss the empirical reviews for CRM and long-term 
customer’s loyalty. 

Customer Relationship Management  

Meadows and Dibb (2012), noting that the implementation of CRM can be problematic despite its widespread 

use in the management of client data, set out to investigate progress in the adoption of customer relationship 

management across different sectors in the services industry. The researchers used a CRM framework to explore 

the implementation progress of CRM with regard to the company, the staff, clients, and available CRM-enabling 

technology. The thesis determined several important variations in CRM implementation in different sectors, 
finding that CRM was particularly present in the banking sector. 

Saarijärvi et al. (2013a) also set out to investigate the current status of customer relationships management in the 

service industry, in this case with regard to CRM’s role in empowering customers and organizations. Noting the 

lack of adequate investigation of this issue in current literature, the researchers, however, argue for the need to 

shift CRM’s focus towards the empowerment of clients and away from the over-focus on empowering the 

organization. Thus, this thesis shows that data collected through CRM should be used for the client’ benefit 
specifically to deepen and lengthen the relationship. 

Nguyen and Mutum (2012a), on the other hand, sought to characterize the advances, successes, pitfalls , and 

futures of customer relationships management. According to their findings, there is a significant risk that the 

customer’s trust perceptions could be depleted if they perceive that the CRM offerings by the organization are 

merely exploiting the hem as customers. As a result, CRM should be implemented and practiced in a manner that 
benefits the customer as well as the organization by incorporating issues of trust, honesty, and fairness. 

Long-term Customers’ Loyalty 

Due to the importance of customer loyalty to organizational performance and sustainability, there is a broad 

selection of literature about this concept and its relationship with various constructs of customer gratification and 

CRM. Pan et al. (2012) conducted an empirical investigation on the antecedents and predictors of customer 

loyalty and hypothesized that trust, which is a potential outcome of customer satisfaction, had a stronger effect 

size as a determinant of long-term loyalty. The findings show that product performance in terms of quality and 

gratification had a smaller effect size on Long-term Customers’ Loyalty compared to trust and relationship 
quality. 

Amin et al. (2012) examined the factors that contribute to customer loyalty in the service industry by 

administering a questionnaire survey to university students. From the findings, a positive relationship emerged 

between customer loyalty on one side and perceived service quality, corporate image, trust, and switching cost 

on the other. The results also implied that service quality perceptions by the customer entailed the most 
significant determinant of customer loyalty, particularly in long-term relationships. 
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Hassan et al. (2012) empirically measured customer loyalty among clients of Islamic banking, with the aim of 

determining their long-term commitment. Using data from questionnaire surveys administered to 125 customers 

from 20 Islamic banking financial institutions, the authors found that switching costs, customer satisfaction, 

customer perception, trust, and success philosophy had the significant influence on Islamic banking-customer 

loyalty. These findings indicate that financial institutions offering Islamic banking services should improve 

service quality, as well as create more awareness about the quality of these services, to enhance the loyalty of 
their customers. 

3. Hypotheses  

The First Null Hypothesis: There is no significant relationship between CRM and Long-term Customers’ Loyalty 
in the Palestinian Banking Industry. 

The First Alternative Hypothesis: There is a significant relationship between CRM and Long-term Customers’ 
Loyalty in the Palestinian Banking Industry. 

The Second Null Hypothesis: There is no significant impact of CRM dimensions on Long-term Customers’ 
Loyalty in the Palestinian Banking Industry. 

The Second Alternative Hypothesis: There is a significant impact of CRM dimensions on Long-term Customers’ 
Loyalty in the Palestinian Banking Industry. 

4. Methodology 

4.1 Data Collection and Reliability 

The scholars’ used the primary data in this paper. The survey questionnaire is used to gather data from bankers in 

the operated banks in Palestine. This questionnaire consisted of three sections, section one is CRM which is 

developed by Hashem et al (2012), in this section it has five sub-sections, 1) service quality is structured into 13 

items, 2) customer’s database has 7 items, 3) employee’s behavior 6 items, 4) solving customer’s problem 12 items 

and 5) CRM system integration has 7 items. Section 2 is long-term customers’ loyalty developed by Harsandaldeep 

Kaur and Harmeen Soch (2012) which has 11 items and the last part consisted of general and demographic 

information about the respondents which has seven variables, the overall items in the first three sections is 56. It is a 
five Likert scale questionnaire except for the third section from 5= Strongly Agree, 1= Strongly Disagree.  

Reliability in this paper is calculated by using Cronbach's Alpha equations. It was (0.951) for the first dimension 

(CRM), (0.842) for the second dimension (Long-term Customer’s Loyalty), in and the total of the questionnaire 
effectiveness was (0.897). 

4.2 Population and Sample size 

Banks in Palestine employ more than 7,000 persons. The population of this paper is limited to the employees of 

the local and foreign banks in North West Bank (around 1,960 employees). The scholars’ used Krejcie and 

Morgan (1970) equation to determine the sample size, so the minimum number of sample size is 322 bankers in 

the operated banks in Palestine. The scholars’ used a simple random sample that is suitable for the study 
objectives. 

4.3 Conceptual Model  

The overall objective of this paper is to find out the impact of CRM dimensions on long-term customers’ loyalty in 

the Palestinian Banking Industry. Banks must improve its relationship with customers which help them to deliver 

services and products beyond customer expectations in order to retain their existing customers (Winer, 2001). The 

conceptual framework for this paper is developed on this framework which is the effective CRM dimensions is a 

key ingredient for long-term customers’ loyalty. Table 1 shows the study variables and its related indicators. 
Therefore, the scholars’ in this paper set the conceptual framework to guide this study as the follows in figure 1.  

Table 1. Study Variables and its related indicators  

Variables  Type  Related indicators  

CRM (Customer Relationship Management) Independent Solving problems 

Customers DB 

Service quality  

Employee behavior 

CRM system integration 

Long-term customers’ loyalty Dependent 
 
 

-------------------- 

Source: Researchers 
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Service Quality

Customers DB

Employees 

Behavior

Solving 

Customers 

Problems

CRM System 

Integration

Long-term 

Customers� 

Loyalty

 

Figure 1. Conceptual Model 

5. Data Analysis 

5.1 Testing Hypotheses  

The data were analyzed by using the statistical package for Social Sciences (SPSS) version 23. The data were 

checked for entry errors. The relationship between variables was analyzed by the using Pearson correlation, 
multilinear regression to test the significant impact of CRM dimensions on long-term customers loyalty. 

H0-1: There is no significant relationship between CRM and Long-term Customers’ Loyalty in the Palestinian 
Banking Industry 

Ha-1: There is a significant relationship between CRM and Long-term Customers’ Loyalty in the Palestinian 
Banking Industry 

Table 2. Correlation coefficients among CRM and Long-term Customers’ Loyalty variables 

Dimensions  1 2 3 4 5 6 7 

Service Quality 1       

Customers Database  .683
**

 
 

1      

Employees Behavior .520
**

 

 

.541
**

 

 

1     

Solving Customers Problems .725
**

 

 

.622
**

 

 

.625
**

 

 

1    

CRM System Integration .481
**

 
 

.539
**

 
 

.358
**

 
 

.649
**

 
 

1   

CRM .873
**

 

 

.819
**

 

 

.734
**

 

 

.901
**

 

 

.723
**

 

 

1  

Long-term Customers’ Loyalty .327
**

 

 

.292
**

 

 

.253
**

 

 

.415
**

 

 

.577
**

 

 

.451
**

 

 

1 

**. Correlation is significant at the 0.01 level 

Source: Researcher  

The size of the value of the correlation coefficient was decided, for indicating the relationship strength between 

two variables. According to Cohen’s standard (1962), the guidelines for assessing the relationship are showing in 
Table 3. 
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Table 3. The guidelines for assessing the relationship 

Strength Value  
Small 0.10 to 0.29 

Medium 0.30 to 0.49 
Large 0.50 to 1.0 

Source: (Cohen, 1988) 

As shown in table 2, the relationships between all independent and dependent variables are seen positive. Here 

the scholars’ can see that, 1) In Palestine banking industry, Service Quality significantly related to CRM. 

Although the Solving Customers Problems could offer more attractive terms, the consumers in Palestine do not 

tend to switch their banks; 2) CRM System Integration is a better predictor than Employees Behavior of 
Long-term Customers’ Loyalty, as its higher correlation of 0.577 than 0.292.  

Based on the scale in the above table 3, the scholars’ can conclude from Table 2 that: Service Quality hasn’t the 

strongest relationship with the formation of Long-term Customers’ Loyalty, less than the role of CRM System 

Integration; oppositely, the Employees Behavior has minor impact on the loyalty, less than the influence of 
Service Quality. 

H0-2: There is no significant impact of CRM dimensions on Long-term Customers’ Loyalty in the Palestinian 
Banking Industry 

Ha-2: There is a significant impact of CRM dimensions on Long-term Customers’ Loyalty in the Palestinian 
Banking Industry 

Table 4. R-square and ANOVA for econometrics model 

Model 
Sum of 
Squares df 

Mean 
Square F Sig. R R Square 

Adjusted R 
Square 

Regression 14.506 5 2.901 26.020 
  
  

.000
b
 

  
  

.694
a
 .482 .463 Residual 15.610 223 .111 

  Total 30.115 228 

a. Dependent Variable: Long-term Customers Loyalty   

Source: Researchers  

The scholars’ results from table 4, using ANOVA, it also shows a significant value of 26.02 for the F distribution 

with 5 and 223 df. The F-test can be taken as a measure of overall model significance of the estimated regression, 

indicates that the p-value is less than 0.05, which implies that a significant relationship exists between the 

selected variables in this model in other words “Indicates that the combination of these variables significantly 

predicts the dependent variable”, also as R²= 0.482 which means the independents variables explain 48.2% from 

the variation of dependent variable “long-term customers’ loyalty”, also Multiple correlation coefficients 

“r=0.694” shows positive and strong linear relationship between dependent variable “Long-term Customers 
Loyalty” and the predictors. 

Table 5. The OLS summary statistics of the null hypothesis 

Model 

Unstandardized Coefficients 
 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

(Constant) -.246 .543   -.454 .650 
Service Quality .048 .071 .042 .680 .497 
Customers Database  .075 .119 .058 .635 .526 
Employees Behavior .274 .105 .251 2.610 .010 
Solving Customers Problems .006 .122 .005 .053 .958 
CRM System Integration .618 .058 .650 10.618 .000 

Source: Researchers  

Multiple regression analysis was used to test if CRM dimensions significantly predicted Long-term Customers’ 

Loyalty. The results of the regression indicated the two predictors (Employees Behavior and CRM System 

Integration) explained 48.2% of the variance (R²= 0.482, F (5,223) =26.02, P< 0.05). It was found that 

Employees Behavior significantly predicted Long-term Customer Loyalty (ß=.274=, p=0.01), as did CRM 
System Integration (ß=.618=, p=0.000). 

The econometric model equation: 

Long-term Customers’ loyalty = 0.274 Employee’s Behavior+ 0.618 CRM System Integration. 

The interpretations of the significant independent variables: 
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  There is a direct impact on employee’s behavior and long-term customers’ loyalty, and an increasing 
employee’s behavior by 10 units may increase the long-term customers’ loyalty by 2.74 units. 

 There is a direct impact on CRM system integrations and long-term customers’ loyalty, and increasing 
CRM system integrations by 10 units may increase the long-term customers’ loyalty by 6.18 units. 

 But there is no impact that means no impact for these predictor variables (service quality, customers’ 
database, solving customer’s problems) on the long-term customers’ loyalty. 

5.2 Discussion  

The First Hypothesis contended that there is a positive relationship between CRM and Long-term customers’ 

loyalty in the Palestinian banking industry. The scholars’ concluded that service quality in-Palestine banking 

industry plays a significant role in CRM. Solving customer’s problems is a significant term which is an indicator 

for the banks that their customers will not switch to other banks. They also concluded that service quality hasn’t the 

strongest relationship with the formation of long-term customers’ loyalty, oppositely, the employee's behavior has 
a minor relationship with loyalty, less than the influence of service quality. 

According to the results, there is a significant impact exists between the selected variables in this model in other 

words “Indicates that the combination of these variables significantly predicts the dependent variable”, R²= 0.482 

which means the independents variables explain 48.2% from the variation of dependent variable “long-term 

customers’ loyalty”, “r=0.694” shows a positive and strong linear relationship between dependent variable 
“long-term customers’ loyalty” and the predictors (CRM dimensions). 

The scholars’ results show that only “Employees Behavior” and “CRM System Integration” are significantly 

contributing in the regression equation. Long et al. (2013) also investigated the influence of various factors of 

customer relationship management on customers’ loyalty. The elements of customer relationship management 

identified in their thesis were interaction management, customer service quality, employee behavior, and 

relationship development. From the findings, the scholars’ concluded that employee’s behavior was the most 

important construct of customer relationship management in the service industry, and that employee behavior had 

a significant correlation to customers’ loyalty. Employees behavior according to the scholars’ point of view will 

affect the other CRM dimensions, the behavior will affect the other four dimensions and how employees interact 

with them, if customers were happy to deal with employees, then employees will extract the right information 

about them that will enrich the customer's database which will be used to enhance the CRM system integration to 

provide better services that meet their needs, once banks achieve this milestone they will achieve the goal to gain 
more loyalty from customers. 

6. Conclusion and Recommendations 

The results of this paper showed positive and strong linear relationship between dependent variable “long-term 

customers’ loyalty” and the CRM dimensions, CRM system integration is positively direct effect on long-term 

customers’ loyalty. The paper also determined that there is a direct impact on employee’s behavior and 
long-term customers’ loyalty. 

The scholars’ noted from the results of this paper that bankers need to investigate why male employees more 

effective in service quality than females in their banks, is that related to that male employees have more attention 

and training than female employees? .In addition, Scholars’ recommended that local banks need to improve their 

capabilities to enhance the level of service quality and employee’s behavior and to update their customer’s 

database with the recent technologies, in order to serve and provide customers with required services through 

gathering the accurate information about them by building a strong relationship between the banks and 
customers.  
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