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Abstract:

This study aims to investigate the relationship between learning orientation and performance
of commercial banks in Nepal, with a specific focus on the mediating role of customer
relationship management (CRM). Using an explanatory research design and convenient
sampling, data was collected from 260 participants with the aid of KOBO Toolbox. Both
descriptive and inferential statistics were used to evaluate the data quantitatively. The results
suggest that CRM plays a mediating role between learning orientation and banking
performance, providing theoretical relevance in terms of organizational learning theory. The
findings emphasize the importance of factors that empower and enable customers, such as
customer skills and satisfaction, for the survival of the banking industry. Banks should
prioritize excellent customer service and a positive consumer experience to enhance their
performance. The concern of, this paper lies in its empirical investigation of the
interrelationships between learning orientation, CRM, and performance in a specific context,
as well as its theoretical and practical contributions to the field of organizational learning in
the banking industry.

Keywords: customer relationship management, firm performance, learning orientation,
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Introduction:

Serving and maintaining excellent relationship with customers is one of the most difficult
challenges for any organization where marketing is no longer limited to the creation, sale, and
distribution of goods which is becoming increasingly focused with the building and
maintenance of mutually beneficial long-term client relationships (Kotler & Gertner, 2002).
Customers have grown fully aware of their rights over time as a result of competition and
technology advancements, and the enhanced offer has quickly become an anticipated one
where economic liberalization is characterized by increased competition, a wide range of
consumer choices, and well-informed and demanding customers that appreciate quality and
value for money.
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In the 1990s, companies were forced to rethink their management systems to adapt and fit
themselves to the new competitive environment as a result of the new framework for
company activities that emerged which was characterized by globalization of markets,
technological development, a larger number of competitors, and increased customer
demands. Many companies have recognized a need to be more customer-centric in recent
years as a result of tough competition (Bull, 2003). Roh (2005) revealed that companies that
use customer relationship management improve their client connections, gain loyal
customers, and get a significant payoff in terms of greater revenue and lower costs.

Customer Relationship Management (CRM) is one of the strategies that banks are employing
to counteract market competition which brings together the power of relationship marketing
and IT to build lucrative, long-term connections with customers where it allows cross-
functional integration of processes, people, operations, and marketing capabilities (Payne &
Frow, 2004). CRM is more of an evolution than a revolution. As a result, maximizing the
potential of each consumer should be the primary focus of any organization. Customers who
are dissatisfied cause market damage because they are more likely to persuade others to
defect. Moreover, it should come as no surprise that CRM is a buzz emerging issue in the
corporate world. Customers are critical to a company's success, yet they have received less
attention than they deserve. Private commercial banks, on the other hand, have tried variety
of techniques to keep consumers (Feinberg & Kadam, 2002). In India, Sharma (2012)
discovered that CRM allowed HDFC Bank to achieve significant company expansion by
retaining profitable client segments resulting in greater individual customer margins that
helps to reduces the cost of customer management by making it easier to introduce new
goods since they are tailored to the needs of particular consumers, and it has been discovered
that loyal customers are more likely to buy 50% of new items than new customers. Client
relationship management (CRM) is a holistic approach to relationship management that
focuses on customer retention and relationship growth.

Today's banks are all about marketing. The most important job of marketing in financial
institutions is to combine the elements of the marketing mix in a cohesive form that can be
utilized to advance the achievement of the institution's marketing objectives. This is done
through marketing strategy. Banks attempt to use ways to deliver their services to clients.
Banks use marketing to identify current and potential markets for the products and services
they supply (Faraj Aldaihani, 2020). In addition, Kutu et al. (2023) stated recent
advancements in banking sector technology have substantial repercussions for the marketing
strategies used by banks. Customers will be happier and stay with the firm if the company
makes its CRM as robust and trustworthy as possible. Customer satisfaction is a component
of client relationship management that leads to increased profitability, customer loyalty, and
retention. Client relationship management activities are the most effective and efficient way
to build and sustain customer relationships (Omotayo, 2015).

Marketing nowadays encompasses not just product creation, supply, and sales, but also
ongoing product development, after-sales services, and a long-term client connection.
Building customer loyalty is a notion that has received increased attention in today's company
(Bang et al., 2000), because loyal consumers are a fundamental component of successful
firms and organizations. Many organizations, such as banks, insurance firms, and other
service providers, recognize the benefits of Customer Relationship Management (CRM) and
its ability to help them recruit new customers, retain existing ones, and optimize their lifetime
value (Azzam, 2014).CRM's usage in the private and public banking sectors has been
emphasized after establishing and gaining a clear picture of it. Customer satisfaction can be
achieved by maintaining high customer service quality. This leads to the company's
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prosperity and expansion (Terrell & Brown, 1981). As a result, every bank that wants to
expand its banking business or increase its profitability must think about the problems that
influence its client relationships (Chaudhari, 2020).

In, various research on customer relationship management and business performance has
been conducted all around the world. The majority of these studies, as well as many others,
have shown that implementing customer relationship management improves business
performance, competitive advantage, and cost efficiency. According to the findings of
Semunesh and Tesfahun's (2016) research, there is a lack of timely and organized data, an
information gap between stakeholders, technical inefficiency, difficulty in implementing new
strategies, less attention for customers, and a lack of long-term relationships with customers,
all of which are indicators of low Customer Relationship Management practice problems that
can impede an organization's performance.

In the case of Nepalese commercial banks, a customer-oriented strategy was a challenge. In
such situations, the only way to keep and attract customers is to develop close relationships
with them. Customer relationship management and customer satisfaction and loyalty have a
strong and beneficial link (Chris Adalikwu, 2012). Customer relationship management is
being implemented by Nepalese commercial banks in order to create and maintain
relationships with their clients. The lack of tools and criteria for measuring and evaluating the
customer relationship has been identified as one of the reasons for the failure of customer
relationship management implementation (Khan et al., 2022). This concept of the
organization, as well as other concepts, cannot be managed properly without being measured,
according to various studies. As a result, a complete instrument for evaluating customer
relationships is required. Therefore, CRM can play a vital role in firm performance. Customer
relationship management has been the subject of several research. However, in the Nepalese
context, just a tiny percentage of businesses recognize the importance of customer
relationship management, particularly in the banking industry, and only a few do research
into it. As a result, we believe that customer relationships demand special attention and a lot
of hard effort, both of which are beneficial to the baking industry's future success.
Fundamental customer relationship management solutions are in high demand and attract
clients since they address marketing and service quality in depth. Banks should pay more
attention to components that enable or empower customers, such as customer skills and
customer satisfaction. A company can preserve a customer's record with the use of these
technologies in order to create a future relationship with thrustor relationship management in
the banking sector has made it easier for banks to respond to constantly changing customer
requirements as a result of corporate growth and technology advances. Relationships are
crucial for retaining both new and existing clients. In the banking business, it is a major
driving factor. As a result of severe global and local rivalry, the notion of relationship
marketing has emerged. Customers seek a bank that is more than a banker, one that is
concerned about their whole well-being rather than just what can be marketed to them, in
order to form effective long-term relationships. Customers now have access to a wide range
of services and products to meet their demands. To satisfy banking consumers, Nepalese
commercial banks must also improve banking service characteristics. In the banking industry,
forming and maintaining solid, long-term client relationships has become a key competitive
advantage.

The influence of customer relationship management on banking performance in Nepalese
commercial banks is investigated in this study. The impact of customer relationship
management activities on firm performance must be investigated. In the future, Nepalese
commercial banks will benefit from this research. Still several questions need to be
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addressed: what are the Factors examining Customer Relationship Management on Banking
performance in Kathmandu Valley? What are the challenges on Customer Relationship
Management in Banking Industry? What can be the proper managerial Solution for effective
CRM on Banking Industry? The major objective of this study is to analyze the impact of
customer relationship management in Nepalese commercial Banks by analyzing CRM on
Banking performance also by identifying challenges on CRM and thus to recommend
managerial solution for effective CRM on banking sector.

Theoretical Background and Research Model:

The researchers have reviewed 5 theories including Customer Relationship Management
Theory (Urbanskiene et al., 2008), Theory of Organization Public Relationship(Ferguson,
2018), Relationship Management Theory (Ledingham, 2018), Organizational Learning
Theory (Akgun et al., 2014), Theory of Stakeholders Loyalty (Rezaei Sajad, 2015). The
theory of relationship management explains how to achieve symmetry (managing
organizational—public interactions around common interests and goals) and when to use it
(Ledingham, 2018). Moreover, CRM stands for "information-enabled relationship marketing"
and is more typically used in the context of technological solutions (Urbanskiene et al.,
2008). Likewise, Broom et al. (2009) explains the organization—public relations theory as the
management of an organization's interactions with the public which also says in a competitive
environment, an organization's willingness to be open when communicating with the public is
important. The level of consumer trust that the organization will do what it says is another
important factor for consumers (Grunig et al., 1995). Similarly, Stakeholders Loyalty Theory
explains loyalty refers to a customer's resolve to constantly reinvest in a chosen service where
stakeholder loyalty has been acknowledged for its role in the formation of many successful
firms. Customers in the banking business frequently form attitudes about purchasing behavior
based on previous experiences, which can lead to loyalty or dissatisfaction (Isnalita & Narsa,
2017). Likewise, organizational learning theory refers to a change that occurs because of an
organization's experience. There are several interpretations of the idea in the organizational
learning literature. The terms "change,” "learning,” and "adaptation” have all been used to
describe how organizations adapt (Peltier et al., 2013). Among these theories Organizational
learning theory best fits for this study as it highlights the relevance of learning, knowledge
production, and innovation in the setting of commercial banks in Nepal. In accordance with
this theory, banks may acquire a competitive edge in the market by investing in staff training
and development, fostering an innovative culture, and exploiting new technology.

Further, customer relationship management theory (Urbanskiene et al., 2008) can be relevant
and useful to provide a framework for accepting the customer relationship management.
Customer relationship management (CRM) systems are usually a key component of a
company's knowledge management function which combines data from both internal and
external sources to help management and field employees construct and communicate the
company's value proposition (Stein & Smith, 2009). Moreover, a holistic CRM strategy has
more implications for businesses in terms of identifying complementary organizational
procedures that effectively harness all CRM aspects to contribute to firm success. Study
examines impact of organizational learning and customer relationship management (CRM)
on a company's performance (Peltier et al., 2013). Figure 1 represents the conceptual
framework proposed by the researchers.
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Figure 1

Conceptual Framework

Customer Relationship
Management

Learning

Orientation

CRM and Performance:

CRM is a set of iterative procedures for converting customer data into customer relationships
by making active use of and learning from the data gathered where organizations may present
the appropriate product to the right consumer at the right time through the right channel to
meet the customer's shifting wants using precise and up-to-date customer information.
Customers are more inclined to develop long-term relationships with such businesses (Battor
& Battour, 2013). Companies with strong CRM capabilities are more likely to comprehend
the worth of each client to the company, identify each customer's profitability, and
differentiate the more lucrative customers from the less profitable ones. Companies will thus
be able to better manage individual client connections and assess the contribution of these
interactions to the firm's profitability (Reinartz et al., 2004).

The favorable influence of CRM on company performance is investigated and supported by
empirical research. CRM is a major driver of outstanding performance, according (Battor &
Battour, 2013) to CRM activities are associated with higher profits, greater customer
retention, and increased customer knowledge, which in turn is associated with greater
customer satisfaction. Researchers propose the following hypothesis:

H1: Customer Relationship Management has a positive impact on performance.
Learning Orientation and Performance:

Learning orientation refers to a collection of organizational characteristics that are frequently
linked to a company's willingness to learn, such as dedication to learning, shared vision, and
open-mindedness. Whether an organization is likely to develop a learning culture is
influenced by its commitment to learning value. Learning is unlikely to occur if an
organization gives little importance on it (Battor & Battour, 2013).

A company with a strong learning focus is more than a knowledge collector or storehouse; it
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is also a knowledge processor. Customer, channel, and competition feedback must all be
leveraged to create core competencies. The degree to which businesses are likely to
encourage generative learning as a long-term core capability is influenced by their learning
orientation (Calantone et al., 2004)

Learning processes are difficult to build, particular, intangible, and deeply buried in the fabric
of the organization; as a result, a company's learning aptitude is difficult to replicate or
purchase and may serve as a long-term source of superior performance. Greater learning is
required for superior performance in the long run. They also anticipate changes in the
environment and market and make necessary modifications (Calantone et al., 2004). As a
result, learning makes it easier for organizations to modify their behavior and improve their
performance (Battor & Battour, 2013). As a result, the research suggests the following
hypothesis:

H2: Learning orientation has a positive impact on performance.
Learning Orientation and CRM:

Theoretical considerations and a few published empirical investigations both show that
learning may play an important role in customer interactions (Calantone et al., 2004).
Companies that have a strong learning capability have a better understanding of their
consumers' changing demands and preferences. Customers are better serviced and can
recognize and respond favorably to offer that meet their preferences as the accuracy of a
business's understanding of consumer preferences improves.

Customer knowledge is of limited value until it is shared across the organization. Sharing
client information allows different divisions within a company to take coordinated activities.
Employees with this understanding may respond to any client request in a contextual manner
and better manage their customer relationships, say researchers. In essence, no company will
be able to learn unless common information is present. Organizational learning, which plays
a vital role in building a culture of shared knowledge in the organization, may help firms
generate greater CRM capabilities, therefore firms wishing to form strong relationships with
consumers should embrace a higher degree of learning (Battor & Battour, 2013). As a result,
the research suggests the following hypothesis:

H3: Learning Orientation has a positive impact on Customer Relationship Management.
Mediating role of Customer Relationship Management:

Customer Relationship Management plays a role of mediator between dependent variable
(Firm Performance) and independent variable (learning orientation). In this research
Customer Relationship Management mediates FP and LO.

H4: CRM Mediates the Relationship between Learning Orientation and Firm Performance.

Variable Table and its Definition:

The variables utilized in the study are discussed in this section. For this study, 7 learning
Orientation items, 6 Customer Relationship Management items, and 5 Firm Performance
items were adopted. However, owing to low loading, some things were erased during data
cleansing and administration. The variables listed in table 1, however, may not be the only
variables utilized in the study, and required variables are chosen based on the study's
objectives. The table below gives a thorough summary of the observed factors that SEM has
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confirmed:

Table 1

Observed variables and its description.

Construct Observed Variable | Explanation

Variables Notation
Learning Organizational | LO3 Learning is seen as a critical commodity in
Orientation Survival my organization, since it is required to
(LO) ensure Organizational survival.

Committed LO5 All employees are committed to the goals of
this organization.

Shared LO7 We are not afraid to critically examine our

Assumption shared assumptions about how we do
business.

Customer Technology- CRM2 We invest in technology to collect and
Relationship | based CRM handle "real-time" customer feedback and
Management | improvement information.

(CRM)

Data Quality CRM4 Our databases are designed to ensure that
data is of high quality.

Functional CRM6 Several functional areas are served by our

Area information systems.

Firms Customer FP1 Customer satisfaction has received a lot of
Performance | Satisfaction attention at my organization when it comes
(FP) to evaluating its Performance.

Sales Growth | FP2 Our company's ability to create revenue
through sales over a set period of time is
measured by our sales growth rate.

Return on FP3 Return on investment (ROI) is a metric used

investment by my company to assess the effectiveness
of an investment.

Note: LO1, LO2, LO4, LO6, CRM1, CRM3, CRM5, FP4 and FP5 are rejected during data
analysis as their value does not meet the threshold value for factor loading which is < 0.50.

Study Area and Population:

Since the researchers’ research focus is the Kathmandu Valley in Nepal. Kathmandu Valley
is made up of three districts: Kathmandu, Lalitpur, and Bhaktapur, all of which are located in
Nepal's Bagmati Province and cover an area of 899 square kilometers, with a total area of 665
square kilometers. The Valley encompasses the whole Bhaktapur area, as well as 85 percent
of Kathmandu and half of Lalitpur districts. The Kathmandu Valley is located between the
latitudes of 270 32' 13" and 270 49' 10" north, and the longitudes of 850 11' 31" and 850 31’
38" east, with a mean elevation of 1,300 meters (4,265 feet) above sea level. Kathmandu
Valley is located in the central part of the country as well as the capital city of Nepal. The
Kathmandu valley has become a hub for many business and service activities. Being the
capital city of Nepal and one of the only regions which accumulates highest concentration of
population and center for different major business sector. The population of this study are
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commercial banking employees. As of Nepal Rastra Bank Supervision Report (2021) there
were 44,605 individuals working in different commercial banks as of mid-July 2021.
Therefore, this study adopted probability sampling. In order to calculate the sample size
required for this study. Researchers adopt probability sampling statistical formula which is
inferred by Neilson (2011) in their study. The sample size was calculated using the formula n
=N*X /(X + N —1), Where, X = Za/2% *p*(1-p) / MOE?, Za/2 is that the critical value of the
traditional distribution at o/2 (e.g., for a confidence level of 95%, a is 0.05 and also the
critical value is 1.96), MOE is that the margin of error, p is that the sample proportion, and N
is that the population size. The sample size is 258, we also add non-respondent error 5% and
thus, sample size must have 271 for this study but due to COVID-19 only 260 sample size
was collected by adopting the principal of convenient sampling.

Research Instrument and Data collection:

The major research instrument in this study was a structured questionnaire with an interview.
For data collection, a structured questionnaire has been established and devised to conduct a
survey as well as get primary data on CRM in banks. This study uses 5-Point Likert scale
where 1 is strongly disagree and 5 is strongly agree. To achieve the study's varied aims, the
researchers created a connected questionnaire and is set to KOBO Toolbox. However,
questions were created to address the study's topic and were written in simple, clear language
to express the questions' aim. The collected data were analyzed by using descriptive and
inferential methods, which included structural equation modeling based on multiple latent
constructs. The first section uses descriptive statistics to provide and discuss data on
respondents’ socio-demographic characteristics, general understanding of customer
relationship management, problems in implementing CRM practices, and managerial tactics.
The results of understanding CRM factors using inferential statistics are presented and
discussed in the second half of the discussion, which makes up the majority of this research.
The following procedure was used to analyze the data, which included descriptive and
inferential analysis.

Results and Discussion:

Socio-demographic Characteristics:

Under socio-demographic analysis general information about the surveyed banking
employees is covered. Age, Gender, job experience, Marital status and educational level were
all taken into consideration. A questionnaire survey of 260 respondents was undertaken, and
the results are described further in this chapter.

The respondents were 47.31% male and 52.69% female in gender. This shows that there are
equal numbers of employees in banks in Kathmandu valley on the basis of gender, which also
indicates that the ratios of respondents of male and female are balance and the result provided
can be useful for both groups. There is no gender bias in the result. However, this factor has
been selected in socio-demographic characteristics as it helps us to know that both male and
female are equally involved in understanding. In the similar study by Sarma (2008) both male
and female had equal knowledge about the customer relationship management in banking
industry. This indicates that our study has similar participation of respondents in comparison
to previous study, but others group people are still not so valued and aware about customer
relationship management. The respondents were separated into five categories, with the bulk
of respondents falling into the 20-30 age group (153 respondents) with only three respondents
falling under the age of 20, and four respondents are above the age of 50. Thus, the data
reveals that the maximum number of respondents belong to the age group of 20-30 which
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shows that a greater number of young people in the banking sector. Raza et al. (2020) state
that older people are less in banking industry. i.e., young employees are more involved in
customer relationship management in banking.

The majority of the respondents are educated, based on their educational backgrounds. In this
survey, respondents range from those with no formal education to those with a master's
degree or above and findings indicates, majority of the respondents 58.85% have a master's
degree and above with minimal 5.38% of respondents have completed at least one year of
Intermediate (+2) schooling. The majority of those polled hold a master's degree or above, as
well as a bachelor's degree. This indicates that the majority of bank staff are illiterate. Karkee
and Comfort (2016) in similar study area as our study explained education is given more
priority. Our studies also show that a greater number of people are well educated in the
banking sector.

Similarly, Majority (57%) of respondents have 1 to 5 years of experience and just 6% have
less than 1 year of experience. The majority of human resources personnel had between one
and five years of experience. Wirtschaft (1999) states that 35% of the respondent were having
less than 4 yrs of experience, 31.8% where between 5 to 9 years, 18.9% were between 10 to
14 years and 5.5% were 20 years and above. In our study years of experience are different in
comparison to previous study because of different classification of experience category.
Likewise, 21% of respondents were Junior Assistants followed by 14% of Assistants with
least 0.77 percent were Deputy Managers. The majority of responders at Commercial Banks
were Junior Assistants, according to this survey.

General Understanding of Customer Relationship Management:

This section discusses the general understanding of Customer Relationship Management of
Bank Employees. There may be different levels of understanding among respondents when it
comes to CRM Practices in Banks. Adoption and its advantages Some Employee may have a
firm understanding of CRM, whereas some employees may have limited understanding of
CRM practices.

Awareness about Customer Relationship Management in Banking:

In this part, respondents' knowledge of customer relationship management methods in
banking is assessed. Based on the statistics, it has been determined that all banks should
engage in customer relationship management (CRM). The banking business has been
commoditized. Customers' experiences with their banks are what gives one bank a
competitive advantage over another, with everyone offering essentially the same products and
services and little space to compete on pricing. So, every bank needs to make relationships
with customers for customer satisfaction. The study shows that 51% of the respondents say
they interact with customers daily. Where, 32% of the bank employees respond that they
interact with customers sometime in a week. 23% and 14% of the respondent rarely and
weekly interact with the customers. This shows that to satisfy the customer banks must
maintain a good relationship with their customers. Likewise, the bank is a significant service
provider. Customers are the most important aspect of a bank. The customer is the one who
utilizes banking products and services and evaluates their quality. A banking relationship is
an agreement between the customer and the bank. Different categories of consumers are dealt
with by the banker.
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Impact of Customer Relationship Management on Firm Performance:

This section discusses the impact of customer relationship management on firm performance
in the banking sector. It is the main research variables for the study as customer relationship
management, learning orientation, firm performance.3 constructs are taken in the study where
1 is independent variable, 1 is dependent variable and 1 is mediating variable. Below the
impact of customer relationship management on firm performance in discussed separately
according to the variable. Each construct is displayed on separate table and beneath each
constructs a certain number of questions are asked where respondents have answered whether
they strongly disagree (1), disagree (2), neutral (3), agree (4) and strongly agree (5) to the
statement.

Firm performance refers to an organization’s capacity to effectively employ existing
resources to meet goals in accordance with the company's established strategies, while
keeping the users' needs in mind. From figure 2 we found that most of the respondents agrees
on customer satisfaction has received a lot of attention at their organization when it comes to
evaluating its Performance, they also agree with the statement of firm performance as 144
agreed banks’ ability to create revenue through sales over a set period of time is measured by
our sales growth rate. Similarly, 119 Strongly agreed with statement Return on investment
(ROI) is a metric used by my company to assess the effectiveness of an investment. From this
we can conclude that banks are performing well to maintain a good relationship with their
customers.

Figure 2

Overall Discussion of Variables

Customer Relationship Management (CRM) | _

0 50 100 150 200 250 300

B Strongly Disagree M Disagree Neutral M Agree M Strongly Agree

A learning orientation is a conceptual framework that allows stakeholders to review and
adjust inputs, outputs, processes, and policies in order to achieve growth. It contains
explanatory variables such as Organizational survival, Committed and Shared Assumption.

The figure 2 revealed that most of the people i.e., 134 respondents all the employees are
committed to the goals of the organization, 132 of the respondents agreed and 99 of the
respondents strongly agree that they are not afraid to critically examine their shared
assumptions about how they do business. Likewise, 98 of respondents strongly agree and 125
respondents agree that Learning is seen as a critical commodity in my organization, since it is
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required to ensure Organizational survival. From this we can conclude that most of the
respondents of the study apply Customer relationship management in their Bank and most of
the employees agree that learning orientation is one of the major factors for better customer
relationship management in Banking industry.

Likewise, in customer relationship management it has Technology-based CRM improvement,
Data Quality, and functional areas. The findings revealed that the majority of respondents i.e.,
163 respondents have agreed that bank invest in technology to collect and handle "real-time"
customer feedback and information. Likewise, 87 of the respondents strongly agree and 142
respondents agree with the statement that bank databases are designed to ensure that data is
of high quality, 137 agree that several functional areas are served by bank information
systems. From this, we conclude that Customer relationship management is an important
factor in banking industry.

Challenges in Customer Relationship Management:

This section contains useful information about the challenges of customer relationship
management in banking industries. The major challenges faced by banking industry are
quality of customer data (46%), using right technology (45.77%), lack of skilled people
(43%), alignment of people and process (40%), determining the right time for customer needs
(37%), real time data cross all customer channels (25%), incorporating customer data and
customer preferences to the customer database (22%), having 360-degree view of customer
(16.54%), getting management sponsorship (6.15%). The different views of the respondents
were collected and tabulated regarding challenges in Customer relationship management. The
study revealed that that most of the employees are facing challenges. From figure 3, we can
say that 61.92% of the respondents are frequently facing challenges while adopting Customer
relationship management.

Figure 3

How often challenges arises.

180
160
140
120
100
80
60
40
N
0 — —
Very Frequently Frequently Moderate Less frequently  Very less frequently
M Series 1

Similarly, respondents were also asked the question like from whom or where such
challenges have arrived? In this respect, respondents opined that the major source of
challenges are due to Organization policy (50%), Employees (47.69%), Stakeholders
(43.08%), Government policy (37.31%), and 3.08% respondents opine that it is due to some
other factors.
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Managerial Solution:

This part covers descriptive analysis for the study's aim, which is to suggest essential
managerial strategies in customer relationship management. It contains a detailed analysis of
the most effective managerial strategy for customer relationship management in banking, as
well as the responsible authorities for implementing the strategy and a question about what
should be done to improve customer relationships in the banking industry.

Figure 4
Suggestion of CRM

e Series 1

Value customer

120
. . Data can be used to
Customer satisfaction 100 .
80 improve customer...
60
Convincible, polite 40 ) .
. Quick service
behaviorof employees...
. Organized customer
Improve customer service .
service department
NRB policy must be Try to maintain long term
change and bank must... relationship with...

Source: Field Study

Almost all the respondents think that occurred situation is manageable. Respondents were
asked about what the management strategies for the effective Customer relationship
management are. According to employees of different commercial bank for effective
customer relationship management, Use modern technology(16.92%), build customer trust
(39.61%), employees must be responsible (8.46%), customer feedback (36.92%), provide
personalize service (28.46%), provide proper training to the employees (1.92%),
Communication of organization vision to employees and stick with concrete plan (10.38%),
become trust advisor to customer (46.92%), Try to solve problem of customers as quickly as
possible (18.07%).

Respondents to the survey made several ideas for improving customer relationship
management in banking. The respondents were also asked about the authorities in charge of
executing the aforementioned management methods, according to the results. Finally,
respondents were asked to react to an open-ended question about how to improve customer
relationship management in Kathmandu Valley commercial banks.

Inferential Analysis:
Summary Statistics:

The data is summarized using the mean, standard deviation, skewness, and kurtosis. The
mean and standard deviation are in the range of 4.19 to 4.21 and 0.611 to 0.68, respectively,
indicating minimal variation. Skewness is a measure of symmetry in a distribution, whereas
kurtosis is a measure of a distribution's peak or flatness (Mohammed, 2022). The negative
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skewness of the data is represented by values ranging from -1 to +1 in this study. Similarly,
all kurtosis measures fall between -1 and +1, indicating that the data does not have a
normalcy problem.

Exploratory Factor Analysis (EFA):

The goal of exploratory factor analysis (EFA) is to find out how important a set of response-
influencing factors are. The EFA's main aims are to determine the number of common
variables impacting a set of measurements, as well as the strength of the association between
each factor and each observed measure. The data's applicability must be evaluated using
KMO and Bartlett's tests before it can be considered. The KMO value in our analysis is
0.743, which is higher than the 0.60 minimal requirement. Similarly, the data is significant
since Bartlett's Test value is 0.001, which is less than 0.05, suggesting that the data is
significant.

Common Method Bias:

The single factor test of Harman is used to evaluate if the study exhibits common method
bias. Harman's single-factor test is used to see if the first extracted component explains more
than 50% of the variation in the results of an EFA study. The overall variation for a single
component in this study is 35.45%, which is less than 50%, indicating that there is no
common technique bias in this investigation.

Confirmatory Factor Analysis:

Confirmatory factor analysis (CFA) examines if a collection of components has the expected
effect on answers (Pett et al., 2011). The fitness indicators CMN/DF is 1.413, RMR is 0.015,
RMSEA is 0.040, GFI is 0.972, IFT is 0.988, TLI is 0.982, and CFl is 0.988 are used to
assess if the model fit is great or not. The model fit in this study is excellent, since all of the
indicators meet the CMN/DF0.80, IFT>0.90, TLI>0.90, and CFI>0.90 requirements for good
fitting (Blunch, 2012).

Measurement Model:
Table 2
Reliability and Validity

Construct Indicators | Factor Cronbach’s | CR AVR MSV
Loading | Alpha
Firm FP1 .710
Performance | FP2 A73
FP3 .750 0.823 0.813 0.591 0.106
Learning LO3 .705
Orientation | LO5 .7136
LO7 743 0.811 0.813 0.592 0.106
Customer CRM?2 735
Relationship | CRM4 736
Management | CRM6 725 0.813 0.824 0.611 0.073

Source: Field Study

Convergence validity and discriminant validity were used to establish the data's reliability
and validity, as indicated in table 2. The data must meet the conditions of CR>0.70 and
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AVE>0.50 to verify convergence validity. Similarly, the data must meet the conditions of
AVE >MSE and square root of AVE > correlation to indicate discriminant validity (see table
3). Because it meets the above-mentioned requirements, the result of this investigation
exhibits both convergence and discriminant validity (table 2).

Table 3

Latent Construct Correlation

LO CRM FP
LO 0.769
CRM 0.325 0.769
FP 0.242 0.271 0.781

Source: Field Study
Mediation Analysis:

The research investigates whether the mediating variables have a significant impact on the
dependent or independent variable. To determine the mediation connection, the Sobel Test
was used.

SOBEL Test Results:
Table 4
SOBEL Test Results

Mediating effect Test p-value
b S statistic
LO-CRM-FP | A 0.252 0.171 0.059 241 0.0159
S 0.058

From the given result of Sobel Test, we can see that P-value is less than 0.05 which implies
that Customer Relationship Management (CRM) plays any mediating role between Firm
Performance and Learning Orientation. This indicates that there was an indirect relationship.

Test of Hypothesis:

Table 4 shows that H1, H2, and H3 are all accepted, implying that there is no significant
association between the variables in any hypothesis. The degree to which a variable
participates in the transmission of change from a cause to its consequence is measured by
mediation analysis. The influence of the mediating factors was investigated using the Sobel
test. After doing the Sobel test, it was discovered that the mediating variable 'Customer
relationship management' has a mediating influence on the link between the independent
variable (Learning Orientation) and the dependent variable (Firm performance).

The regression analysis, variable analysis, and assessment of the normalcy pattern are all
analyzed using SEM in the inferential phase of the study. Five factors are investigated when
latent variables are compared to observable variables. The model's fitness standards show that
she is in good shape. The result is an X 2 /df (CMIN/DF) of 1.413 (1.4133<3). The p value
for a meaningful association between latent variables and observable variables is less than
0.05, according to the findings. Because the meaning level of all the hypotheses (p-value) is
less than 0.05, the hypotheses in this analysis are considerably accepted. Thus, as a result, all
independent variables employed in this study have a substantial impact on all contingent
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factor hypotheses, as all hypotheses are dismissed.

Figure 5

Structural Model

Source: Field Study
Table 5

Path Estimates for Structural Model

Estimate | S. E CR P Conclusion
H1: 0.281 0.068 4.127 falekad Significant
LO->CRM
H2: LO>FP |0.144 0.067 2.151 0.031 Significant
H3: 0.206 0.078 2.655 0.008 Significant
CRM->FP

Source: Field Survey
Discussion:

To develop and assess the link between the variables in this study, the reliability test and
multiple linear correlation were utilized. From hypothesis, customer relationship
management, learning orientation, and firm performance are all important factors to consider
and have significant relationship with Customer relationship management. Customer
Relationship Management (CRM) has a favorable effect on productivity according to
supported hypothesis (H3) and is consistent with Guerola-Navarro et al. (2021) study. CRM's
positive impact on business performance is researched and validated by empirical studies.
CRM efforts are related with higher earnings, more customer retention, and increased
customer knowledge, which in turn is associated with greater customer happiness (Battor &
Battour, 2013).

Similarly, the supported hypothesis H2 states that there is a significant relationship between
learning orientation and firm performance. This finding is consistent with Real et al. (2014)
study. A company's learning aptitude may be a long-term source of excellent performance.
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Long-term greater performance necessitates more learning. As a result, learning makes it
easier for businesses to change their ways and improve their results (Battor & Battour, 2013).
The accepted hypothesis H1 means learning orientation has significant relationship on
customer relationship management. Customer knowledge is of limited value until it is shared
across the organization. Sharing client information allows different divisions within a
company to take coordinated activities. Employees with this understanding may respond to
any client request in a contextual manner and better manage their customer relationships, say
researchers. In essence, no company will be able to learn unless common information is
present. Organizational learning, which plays a vital role in building a culture of shared
knowledge in the organization, may help firms generate greater CRM capabilities, therefore
firms wishing to form strong relationships with consumers should embrace a higher degree of
learning (Calantone et al., 2004).

Conclusion and Recommendation:

The concept of Customer Relationship Management (CRM) has gained considerable attention
in the current business environment, owing to the increasing competition and the rise in
customer expectations from e-commerce and online purchases. Nepalese commercial banks
have also recognized the significance of CRM in enhancing their competitiveness in the
market. CRM involves the integration of relationship marketing and information technology
to foster cross-functional cooperation, which leads to efficient operations, improved
marketing abilities, and enhanced customer satisfaction. While CRM has been established as
a strategy for ensuring customer centricity, the lack of comprehensive tools for measuring
customer relationships poses a challenge in implementing such a concept.

Although Nepalese commercial banks are familiar with CRM, there is a need to focus on
customer skills and satisfaction to further empower the customers, as they are critical to the
banks' success. Excellent customer service and a favorable consumer experience are crucial
for the survival of banks in the industry. Therefore, CRM-based solutions have a significant
impact on marketing success, and banks must train their employees to be adaptable to
changing consumer demands. It is essential to understand customers' expectations and apply
relevant policies and training to ensure their satisfaction, which is influenced by factors such
as tangibility, dependability, responsiveness, assurance, and empathy.

Efficient CRM in Nepal requires the use of contemporary technology and the development of
client trust, according to banking employees. In light of this, the study aims to provide critical
management practices to strengthen customer interactions and to suggest strategies for
improving customer relations in Nepalese commercial banks. It is imperative for banks to
leverage strategic factors such as CRM data as marketing information for long-term planning.
Banks should focus on building long-term relationships with customers and have defined
budgets for specific goals to avoid attracting new clients at the expense of existing customers.
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