
personal face-to-face contact?   
 This study examines the relationship between two CRM 
practices, loyalty programs and cross-selling, and customer 
service and customization, and behavioral and attitudinal 
customer loyalty.  In the financial services industry, 
customer loyalty has emerged as a key driver of 
profitability as loyal customers purchase more.  Loyalty 
programs and cross-selling provide incentives for 
customers to remain with a business.  In the case of loyalty 
programs, the business retains its customers by recognizing 
them for their patronage through means , such as points 
(e.g., frequent  flier miles) and exclusive promotions.  
Cross-selling increases the value of a customer’s purchase 
with an array of complementary product and service 
offerings as well as others that anticipate their future needs.  
The objective of both is to retain the customer through 
satisfaction.  Customer service and customization reflect 
the quality of the interactions between the customer and 
business.   While customer service plays a major role in 
connecting the customer to the firm, customization links the 
firm to the customers and leads to customized products and 
services that embody its  understanding of their needs and 
expectations.   However, two forms of loyalty exist, 
behavioral and attitudinal, and the emphases of the two 
CRM practices may shift with each form.  Nevertheless, a 
financial services firm will benefit from the resources it 
commits to developing its CRM practices in greater 
customer loyalty. 

 
II. Background 

 
 To gain an advantage over its competitors, many 
financial services firms are investing in CRM.   They seek 
to better understand their customers’ investment habits and 
behaviors to develop products and services that  meet their 
financial needs in ways that recognize their individuality 
and cannot be easily duplicated or imitated by competitors.  
Ultimately, these services along with the care customers 
receive will lead to customer loyalty.   

   
A. Customer Relationship Management Practices 
 CRM embodies the modern marketing paradigm of 
relationship management (RM) and leverages IT to acquire 
customers, understand and satisfy their needs and 
expectations, and maintain their long-term relationships 
through retention programs, particularly those that build 
loyalty.  RM focuses the business on identifying, 
maintaining and enhancing customer and stakeholder 
relationships through trust and the fulfillment of exchanges 
and promises [22].  It emphasizes initiating and nurturing 
individual long-term relationships over anonymous mass 
marketing approaches.  With RM, the business adopts a 
one-to-one, customer-centric marketing philosophy and 
directs its resources towards supporting it (philosophy).   
 CRM also expands upon RM with its emphasis on 
information management [35], and draws upon IT to 
enhance its various capabilities (i.e., database, analysis, 
communication, etc.).  It targets the right customer with the 
right product or service through the right channel at the 

right time [49] and involves attracting (acquiring), 
developing and maintaining successful customer 
relationships over time [5], [11], and building customer 
loyalty [28] through efficient and effective two-way 
dialogues [37] that seek to understand and influence 
customer buying behaviors and improve customer 
acquisition, retention, loyalty and profitability [11], [28], 
[37] , [49].   
 Although not entirely built on IT, CRM involves IT-
enabled business processes that identify, develop, integrate 
and focus a business’ competencies on forging valuable 
long-term relationships that deliver superior value to its 
customers [42].  It allows businesses to quickly identify 
their most valuable customers, and learn about (i.e., 
develop, maintain, interact) and consequently better 
respond to their needs and expectations (i.e., emotional 
content, output) through customized products and services 
[36] .  Thus, CRM improves a business’ ability to acquire 
and retain customers and build their loyalty, a competitive 
asset [12].  As the relationship flourishes, both the business 
and customer benefit.  
 CRM practices involve the actions a business takes to 
retain its current customers and attract potential customers 
through personal touches in fulfilling and satisfying their 
individual needs.  These practices include customer 
segmentation, database marketing, customization and one-
to-one marketing, proactive selling, cross selling, loyalty 
program, and customer referral [30], [36], [49].  In this 
study, CRM practices pertain to those concerned with 
customer service and customization, and loyalty programs 
and cross selling.   
 
CRM Practices in Customer Services and Customization. 
Customer service represents the vital interface between the 
customer and a business, and allows customers to 
communicate with the business and obtain desired 
information in a timely manner [3].  By drawing customers 
closer to the business, it helps satisfy their psychological 
and physical needs and affects the customers’ goodwill, 
willingness to interact and loyalty.  As the features and 
quality that once differentiated products, services and 
brands become less discernible, customer service will 
emerge as a key driver to a business’ success and contribute 
to a sustainable competitive advantage.  Parasuraman et al. 
[34] identified ten dimensions of service quality: service 
delivery, reliability, responsiveness, competence, courtesy, 
credibility, security, access, communication and 
understanding the customer.  For a business to succeed, it 
must address each of these dimensions.   
 The criticality of customer service cannot be 
underestimated in service industries where service failures 
and poor service recovery have been attributed for over half 
the cases of brand switching [16].  Customer service 
represents the social encounter the customer has with the 
business [21], and has been associated with quality 
perceptions and buying decisions [13] .  Because the 
(customer) behaviors that emerge from the service 
encounter often determine the customer’s interpretation of 
the business’ intentions, customer service will affect his/her 





to rebuy or repatronize a preferred product/service 
consistently in the future, thereby causing repetitive same-
brand or same-brand set purchasing, despite situational 
influences and marketing efforts having the potential to 
cause switching behaviors.  Although frequent usage and 
satisfaction with a product or service are frequently 
associated with loyalty, they by themselves insufficiently 
serve as precursors to loyalty.  The study of Alexander et al. 
[2] indicates  that satisfaction’s effect on loyalty is more 
apparent in customers who are inexperienced with a brand 
than those who are (experienced) due to an evolutionary 
process that drives loyalty.  The customer’s attitude toward 
a service or product (brand) including attitudinal preference 
and commitment has a greater impact on forming loyalty 
[25] .  Goodwin and Gremler [21] cite quality in a 
relationship as a necessary element in defining loyalty.  
Furthermore, Cronin et al. [9] associate service quality, 
perceived value and customer satisfaction with loyalty.  
 Day [11] suggests that two dimensions comprise loyalty: 
behavior and attitude.  The behavioral dimension is 
characterized by consequential actions (i.e., as a result of 
loyalty), such as repeat purchases, share of wallet (i.e., 
value a customer places on a brand) and word of mouth.  
However, the customer does not necessarily hold a 
favorable attitude towards the brand [14], and repeat 
purchases may be due to convenience, habit or high 
switching costs [18].   
 In contrast, the attitudinal dimension includes formative 
behaviors as commitment, a desire to maintain a valued 
relationship [31]; trust, a willingness to rely on an exchange 
partner in whom one has confidence and embodies integrity 
and reliability in the relationship [31] ,  [32] and a strong 
emotional attachment that reflects a customer’s bond with a 
brand.  Jacoby and Chestnut [25] describe attitudinal 
loyalty as a consumer’s predisposition towards a brand as 
function of psychological processes.  Attitudinal loyalty 
results from the development of attitude and leads to 
positive behaviors, including word of mouth (WOM) 
advertising and price insensitivity (i.e., not sensitive to 
price).     

 
III. RESEARCH MODEL  

 Figure 1 illustrates the study’s research model.  It  
proposes that a financial service firm’s CRM practices have 
positive effects on both behavioral and attitudinal loyalty. 

 Multiple channel moderates the relationships between CRM 
practices and customer loyalty, such that as multiple 
channels increases the effect CRM practices have on

 customer loyalty.  The following hypothes es have been
 developed to test the relationships. 

 
 CRM practices focus on retaining customers through 
product and service offerings that more precisely match 
their needs and expectations.  Customer service and 
customization represent the interactions between the 
customer and financial services firm.  Customer service 
provides a crucial means for customers to interact with the 
firm and develop their perceptions of it and its intentions, 
satisfaction with the products and services, and trust.  While 
customer service listens, customization responds  to specific 
needs.  Customization embodies the firm’s understanding 
of the customer’s needs and expectations, and provides the 
opportunity for the firm to lock-in customers .   Both allow 
the firm and customer to exchange (share) information and 
collaborate.  As the relationship develops, the customer 
engages in repeat purchases and behavioral loyalty ensues . 
 Loyalty programs and cross-selling have similar effects 
on behavioral loyalty.  Loyalty programs provide incentives 
to the customers to maintain their relationships and evoke a 
sense of value (in the relationship) since they are 
recognized (i.e., extended preferential treatment, exclusive 
offers, etc.) and rewarded (i.e., redeemable points, perks, 
etc.) for participating in the relationship.  They lock-in the 
customers by increasing their switching costs.  Similarly, 
cross-selling enhances or increases the breadth of the 
relationship through added-value product and service 
offerings that increase the value of the customer’s 
patronage and further fulfills his/her current and future 
needs.  For financial services firms, this may involve selling 
different types of accounts to suite the customer’s changing 
lifetime needs.  As in the case of customer service and 
customization, the objective of the loyalty programs and 
cross-selling is to leverage the relationship to lock the 
customer into repeated purchases. 

       
H1: CRM practices are positively related to 

behavioral loyalty 
H1a: CRM practices in customer service and 

customization are positively related to 
behavioral loyalty 

H1b: CRM practices in loyalty program and cross 
selling are positively related to behavioral 
loyalty 

 
 While repeat purchases characterize behavioral loyalty, a 
customer’s emotional attachment to the firm forms with 
attitudinal loyalty.  For global financial service firms, 
attitudinal loyalty is more critical since such customers are 
less inclined to switch despite the convenience of the 
Internet.  To achieve attitudinal loyalty, customer service 
must focus on fulfilling the customer’s psychological 
needs, including the quality the firm projects in its 
relationship as well as on its service and product offerings.  
Quality is seen as the perceived value a customer expects to 
receive (e.g., Will the benefits of a service place the 
customer in a more advantageous position?).  The quality 
of the dialogs will appear in the customized products and 
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