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ABSTRACT 

The study aimed at examining the relationship between employee satisfaction and 

customer loyalty specifically in the banking industry, taking NMB Dodoma as a case 

study. The study involved a sample of 100 respondents that included 80 customers 

and 20 employees. Respondents were obtained using simple random sampling and 

purposive sampling. Data obtained through questionnaire were analyzed 

quantitatively using Statistical Package for Social Sciences (SPSS). The findings 

were presented in tables and percentages. 

Findings from the study reveal that majority of NMB staff are dissatisfied with 

reward and compensation and job security, customer of NMB are loyal to NMB 

product and services. The relationship between employee satisfaction and customer 

loyalty seems to be positive but not significant. The results of the study implies that 

employee satisfaction influence customer loyalty but customer loyalty is not only 

resulted from employee satisfaction.  

The study recommends that the bank should promote more self-service to the public 

like NMB Wakala, Points of sale in malls and supermarkets, internet banking, 

Automated Teller Machines (ATM) and NMB mobile. Also, the bank should 

improve on Frequently Asked Questions (FAQ) and insist on receiving feedback 

from customers and handle such feedbacks accordingly. The researcher suggestion 

for the future study is that the same study should be conducted in more than one 

bank, should be conducted by using a large number of sample size and also to be 

conducted in different sectors more than banking industry.  
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CHAPTER ONE 

OVERVIEW OF THE STUDY 

1.0 Introduction 

The purpose of the study was to examine the relationship between employee 

satisfaction and customer loyalty specifically in the banking industry. A study on 

relationship between employee satisfaction and customer loyalty is of vital 

importance to current changing markets and emerging competition for similar 

products and services. Therefore, this study sought to examine relationship between 

employee satisfaction and customer loyalty and its recommendations specifically in 

the banking industry taking NMB Dodoma branch as a case study. This chapter 

introduces the background of the study, the statement of the problem, research 

objectives, research questions, significances and limitations of the study.  

1.1 Background of the Study 

Globally, the banking sector has become extremely competitive due to the 

liberalization of financial systems to speed up the process of economic growth Kinda 

& Loening (2010); Claessens (2009). Developing countries like Tanzania are of no 

exception as new and major players keep entering the market Narteh & Koduah 

(2014). In order to succeed in the competitive retail banking sector, efforts must be 

made by banks in Tanzania to understand the needs of their customers, and satisfy 

them better than competitors to earn the unwavering loyalty of their customers 

Hinson et al., (2006).  
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As competition becomes fiercer, tightening the bonds of loyalty with existing 

customers has become more important than ever Narteh & Kuada (2014). Building 

customer loyalty is no longer a choice for retail banks in Tanzania; it has become the 

only way to build sustainable competitive advantage Bansal and Gupta (2001).  

According to Wiele et al., (2001), the importance of employees‟ satisfaction and 

customer loyalty cannot be underestimated in today‟s competitive business 

environment. However employees‟ satisfaction does not guarantee repurchase from a 

customer, though it may play a very important role in achieving customer loyalty 

Khan (2012); Yuen & Chan (2012); Kumar et al., (2009).The advantages of having 

loyal customers are enormous. For instance, loyal customers tend to buy more of the 

bank‟s product, stay with the bank longer, try new products, cost less to serve and 

urge others to become customers (Bain &Company,2012). 

Beerlie et al., (2004), found that nowadays most banks are delivering similar services 

that have slightly different features which result in wide option to their customer. 

Thus, customer retention is a useful strategy for competitive advantage being 

adopted by most of the banking environment Khan (2012). Awareness of the loyalty 

concept is very critical because it plays an important role in the growth of 

corporations. Gerpott et al., (2015), believed that long-term customer relationships 

with service provider are of greater importance for the success of a company in 

competitive market. However there are different opinions as per European views on 

the matter. According to Homburg and Stock (2004), empirical evidence on the 

matter is also less consistent. Employee satisfaction cannot influence customer 

loyalty directly or be mediated by variables related to employee behavior.  
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The important role customer loyalty plays in the profitability of an organization 

cannot be over emphasized. Loyal customers are less likely to switch to a competitor 

brand just because of price and other special promotions, they being new customers 

through positive word-of-mouth and they are less expensive to maintain Yoo & Bai 

(2013). Customer loyalty has also been identified as a major source of competitive 

advantage which has a significant influence on performance. A little increase in loyal 

customers can lead to a significant improvement in the profitability of a business 

Reichheld & Sasser (1990). Nevertheless employee satisfaction is comprised of 

many elements based on the needs, wants, fair working environments, and 

management support, which is questionable in the case of Tanzania banking industry 

Mtui (2011). Therefore, this study was done to evaluate the relationship between 

employee satisfaction and customer loyalty in the African context, specifically 

Tanzania by evaluating the banking sector , NMB as the case study. 

1.2 Statement of the Problem 

In today‟s highly competitive markets, businesses are more challenged to increase, or 

even maintain market share. Globalization and technology innovations, has availed 

greater access and purchase alternatives to consumers. As a result, customer loyalty 

becomes vital to business in staying competitive in the market Kanagal (2009).  

Again switching customers in banking industry of Tanzania resulted from a number 

of reasons such as stiff competition and the development of mobile network 

operators Mirzoyants (2013). Therefore, commercial banks such as NMB find 

difficulties in maintaining their customers and making them loyal to their services 

and products. 

Many studies of employee satisfaction and customer loyalty have been done but the 

findings are still not clear, for example  in the study done by Gerpott et al., (2015) 



4 

believed that long-term customer relationship with service provider are of greater 

importance for the success of a company in competitive market while other 

researchers such as Homburg and Stock, (2004) find that employee satisfaction 

cannot influence customer loyalty directly or is mediated by variables related to 

employee behavior. 

Furthermore, many studies were done in European and Asians countries for example 

a study done by Ghane et al., (2011), from the University of Missouri. The study 

found that companies that attend to employee satisfaction can improve internal 

moral, prevent turnover, and reduce employee turnover but has indirect relation with 

loyalty, this cannot be the case in Africa specifically Tanzania due to their 

differences. Therefore, that is why there was a need of conducting research in 

Tanzanian context to find if there is relationship between employee satisfaction and 

customer loyalty. 

1.3 Research Objective 

This section describes the objectives of the study. It starts with the general objective 

and ends with the specific objectives. 

1.3.1 General Objective 

The general objective of this research is to examine the relationship between 

employee satisfaction and customer loyalty in the banking industry. 

1.3.2 Specific Objectives 

This study is directed by the following specific objectives. 

i.) To assess employees‟ satisfaction at NMB 

ii.) To evaluate the customer loyalty at NMB  
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iii.)  To examine the relationship between employees‟ satisfaction and 

customer loyalty at NMB. 

1.4 Research Questions 

This study answered the following research questions in order to achieve the above 

mentioned objectives. 

i.) To what extent are the NMB employees satisfied? 

ii.) To what extent are customers loyal to NMB services and Products? 

iii.) Is there any relationship between employee satisfaction and customer 

loyalty? 

1.5 Significance of the Research 

The study has significance to knowledge contribution, policy contribution and 

managerial application. For the case of knowledge contribution, the study addresses 

what is not known about relationship between employee satisfaction and customer 

loyalty in the context of banking industry especially in Tanzania, for the Policy 

Makers the study support them to set clear strategies which will positively affect 

employee performance and those can help on retaining customers for business 

survival. Apart from that, relationship between employees‟ satisfaction and customer 

loyalty can help the management in the banking industry on employees‟ 

management. Moreover, this study is helpful to the banking industry to understand 

the factors which can increase employee satisfaction and customer loyalty and the 

management can focus on the area of improving those factors in order to achieve the 

company objectives and goals. 
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1.6 Organization of the Study 

The study consists of five chapters. Chapter one, presents the background of the 

study, the statement of the research problem, research objectives, research questions, 

significance and justification of the research and organization of this research work. 

Chapter two consists of literature review, and presents the definition of key terms 

used in the research, their importance, theoretical perspective, empirical findings, 

conceptual framework and the knowledge gap. 

Chapter three presents the methodology of the study, it consists of the study area, 

research design and study settings, research approach, population of the study 

,sample size, sampling procedure, data types and sources, data collection methods, 

data handling, processing and analysis, validity and reliability and finally the 

research ethics. Chapter four details the findings of the study, their analysis as well 

as interpretation; it begins with demographic characteristics of the participants‟ 

preliminary findings and main findings of the study. Finally chapter five presents the 

conclusion and recommendation, it begins with the summary of the main findings 

presented in chapter four, conclusion, recommendations and suggesting scope for 

further research. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction 

The literature review of this study covers the areas of definition of the key terms, 

theoretical framework which includes the model of customer loyalty and the 

measurement of customer loyalty, dimension of employee satisfaction, empirical 

support and conceptual framework of the study. The chapter winds up with the 

conclusion which shows the research gaps. 

2.1 Conceptualization of the Key Terms 

This section provides the conceptual understanding of the key terms used in this 

study. The terms are particularly employee, employee satisfaction, customer and 

customer loyalty. The terms are discussed hereunder. 

2.1.1 Employee 

Employee's Provident Fund and Miscellaneous Provisions Act, 1952 define 

employee as  Any person who is employed for wages in any kind of work, manual or 

otherwise, in or in connection with the work of an establishment, and who gets his 

wages directly or indirectly from the employer, and includes any person: (i) 

employed by or through a contractor in or in connection with the work of the 

establishment; (ii) engaged as an apprentice, not being an apprentice engaged under 

the Apprentices Act, 1961, or under the standing orders of the establishment.  

Murray (2001) defines an employee as one hired for a specific job or to provide labor 

and who works in the service of someone else (the employer). In general, anyone 

who performs services for an organization is an employee if the organization can 

control what will be done and how it will be done. Moyes et al., (2008), defines an 
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employee as an individual who provides services or labor for an employer for wages 

or other remuneration. 

2.1.2 Employee Satisfaction 

Cranny et al., (1992), define employee satisfaction as the combination of affective 

reactions to the differential perceptions of what he/she wants to receive compared 

with he/she actually receives. According to Moyes et al., (2008), the employee 

satisfaction may be described as how pleased an employee is with his or her position 

of employment. Therefore, employee satisfaction is a comprehensive term that 

comprises job satisfaction of employees and their satisfaction overall with companies 

policies and company environment Rice et al., (1991). 

In this study employee satisfaction is described as a situation in 

which employees feel that they have job security, condusive working environment, 

good relationship with supervisor, there is promotion and career development, 

favorable policies of compensation and benefit. 

2.1.3 Dimensions of Employee Satisfaction 

In many studies, employee satisfaction is regarded as a function of the harmony 

between rewards given by the work environment and the desire of the individual for 

these rewards Scarpello and Vandenberg (1992). However, it is quite difficult to 

show this relation empirically. How can the employee satisfaction level in an 

organization be measured? There are numerous views on the subject. The most often 

used and emphasized method in studies on the subject is to measure the different 

dimensions of satisfaction separately and then to use these to determine a general 

satisfaction level Rice et al., (1991). And here the question “What are the dimensions 

that make up general employee satisfaction?” arises. 
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In the literature various scales have been developed to measure the different 

dimensions of employee satisfaction. The Minnesota Satisfaction Questionnaire 

prepared by Weis et al., (1967), the Job Descriptive Index developed by Smith et al., 

(2004) and the Job Diagnostic Survey by Hackman and Oldham (1975) can be 

mentioned among the most often used. These scales have later been used in studies 

either exactly as they are or by decreasing the number of items they contain or 

adapting some of the items to the subject of the study Tang & Talpade (1999; 

Jenkins, 1993; Scarpello & Vandenberg, (1992). 

The most often emphasized satisfaction dimensions in studies are explained in this 

section. 

2.1.3.1 Management Satisfaction 

Many studies dealing with employee satisfaction emphasize the importance of 

superiors on general satisfaction, especially because of their role in the employees‟ 

performance and career e.g. Jenkins (1993); Judge (1993); Scarpello & Vandenberg 

(1992); Wright & Bonett (1992). 

In these studies, many dimensions of satisfaction with higher management have been 

investigated such as understanding of employees‟ problems and needs, considering 

employees‟ suggestions when taking decisions, showing the necessary concern for 

employees‟ problems, and being accessible to the employees. Nonetheless, these 

studies have mainly dealt with first-degree superiors in whom the superior-

subordinate relationship is much more intensive. As it is rather difficult to determine 

the effect of the higher management group on employees, their effect on general 

satisfaction has often been a dimension that has been neglected. However, being 

satisfied with higher management is an important dimension of job satisfaction and 
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work environment satisfaction. Therefore, both higher management and the 

departmental management, which directly affect the employee, should be analyzed in 

studies directed to determine employee satisfaction level. 

2.1.3.2 Colleague Satisfaction 

People share the work environment with others doing the same or similar kind of 

work. The success and interest shown by other employees in their own work usually 

strongly affect the satisfaction that people feel in their work environment. As well as 

thoughts about colleagues‟ qualifications, knowledge and skill, the friendship and 

co-operation among those working in the same institution, which are the sub 

dimensions of colleague satisfaction, have often been emphasized by researchers e.g. 

Tang & Talpade (1999); Lacy & Sheehan (1997); Jenkins (1993); Judge (1993); 

Scarpello & Vandenberg (1992); Wright & Bonett (1992). Colleague satisfaction 

should be dealt with as an element used to determine general employee satisfaction 

both from the point of view of competition and co-operation at work. 

2.1.3.3 Other Work Group/Groups Satisfaction 

Employees can be successful in their own jobs only if they can make the work 

environment more productive with the help of other employees who work in the 

same organization but have different jobs and by giving support to the various jobs 

done Bogdanowicz & Bailey (2002). The internal customer concept emphasized by 

total quality management also concentrates on the extent and importance of the 

effect that people who work in the same environment but do different jobs have on 

one another Olsen (2007). Other work group/groups‟ satisfaction should be analyzed 

as a dimension of satisfaction since the strong bonds among employees doing 

different jobs is of major importance for people working in the same organization to 
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be successful in their respective jobs. Being cooperative, having initiative in every 

aspect of the work, having work dedication, having the capacity to develop 

suggestions related to the work, and being honest may be used as sub dimensions of 

other work group/groups‟ satisfaction Olsen (2007). 

2.1.3.4 Job Satisfaction 

In some studies, job satisfaction and employee satisfaction have been used as 

interchangeable terms (e.g. Lacy & Sheehan, 1997; Witt & Nye, 1992). But in many 

other studies, on the assumption that job satisfaction shows only satisfaction with the 

work itself, it has been stressed as an important dimension of employee satisfaction 

and also debated extensively e.g. Jenkins (1993); Wright & Bonett (1992). 

2.1.3.5 Physical Environment Satisfaction 

No matter how motivated and efficient people are in their jobs, various physical 

characteristics of the environment they work in seriously affect the success and 

productivity they would like to attain. Therefore, the conditions of the physical 

environment (e.g. banking hall conditions, building appearance, and computer 

facilities, counting machines facilities, printer and scanner facilities) are also often 

emphasized in studies dealing with employee satisfaction e.g Scarpello & 

Vandenberg (1992); Pearson & Seiler (1983). 

2.1.3.6 Salary and Other Material Benefits Satisfaction 

Salary and other material benefits satisfaction appear as an important dimension of 

satisfaction in almost all studies exploring employee satisfaction e.g.; Tang & 

Talpade (1999); Jenkins (1993). However, the point that must be kept in mind here is 

the relationship between satisfaction and people‟s financial needs because many 
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consider that financial pressure seriously influences employee behaviour and attitude 

and thereby the general satisfaction level Brett et al., (1995). 

2.1.4 Customer 

A customer is a person, company or other entity which buys goods and services 

produced by another person, company or other business Back & Parks (2003). 

Sometimes, the terms customer and consumer are used interchangeably both in 

scholarly works and in popular press. Actually, the term consumer stands for the end 

users of the goods or services. On that understanding, Ajibola and Njogo (2012) 

define a consumer as someone who acquires goods or services for a direct use or 

ownership rather than for resale or use in production and manufacturing. In this 

study a customer is defined as a person or organization that buys products or services 

from the banking industry, it includes account owners and non-account owners. 

2.1.5 Customer Loyalty 

A number of scholars have presented their views about customer loyalty. 

Nonetheless, there is no universal agreed definition of the term customer loyalty 

Evanschitzky & Wunderlich (2006). In fact, what seems to be an agreement among 

researchers is that; customer loyalty has two dimensions: behavioral and attitudinal 

dimensions, Skogland & Siguaw (2004). Customer loyalty with regards to the 

behavioral response is expressed over time by some decision making unit, with 

respect to one or more alternatives Loveman (1998). Behavioral loyalty is a 

customer‟s overt behaviour toward a specific product or services in terms of repeat 

purchasing pattern, that can be determined as actual purchase frequency, the 

proportion of occasions in which a specific brand is purchased as compared to the 
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total number of purchased brands and or the actual amount of purchase Ball et al., 

(2005); Back & Parks (2003).  

The committed customer demonstrates the maximum degree of customer loyalty, 

which means that, they make repeat purchases in the long-term and are ready to give 

a good product and service recommendations to their relatives and friends Bell et al., 

(2005). 

Attitudinal loyalty focuses on the cognitive basis of loyalty and isolates purchases 

driven by a strong attitude from purchases due to situational constraints. 

Attitudinally loyal customers are committed to a brand or company and they make 

repeat purchases based on a strong internal disposition Day (1961). Attitudinal 

loyalty is also viewed as the extent of the customer's psychological attachments and 

attitudinal advocacy towards the organization Rauyruen and Miller (2007). 

Accordingly, attitudinal loyalty encompasses positive word of mouth intentions, 

willingness to recommend to others and encouraging others to use the products and 

services of a company Zeithaml et al., (1996).  

Recently, several researchers have tended to consider loyalty on a multidimensional 

basis, by adding an attitudinal to a behavioral loyalty concept Olsen (2007); Bell et 

al., (2005); Back & Parks (2003). Customer loyalty is both a long-term attitude and a 

long-term behavioral pattern, which is reinforced by multiple experiences over time 

Terblanche and Bushoff (2006). After putting into consideration both behavioral and 

attitudinal aspects of loyalty, Looy et. al., (2003) define customer loyalty, as 

customer behaviour characterized by a positive buying pattern during an extended 

period (measured by means of repeat purchases, frequency of purchase) and driven 

by a positive attitude towards the company and its products or services. 
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Therefore, customer loyalty is both behavioral and attitudinal loyalty, it is imperative 

for organizations to build behavioral and attitudinal loyalty, in order to maximize 

tangible returns to the organization. 

2.1.5.1 Measure of Customer Loyalty 

Researchers have proposed various theories to measure customer loyalty. In fact, 

reviewing from literature, one can find situations where researchers recommend 

between two to four approaches of measuring customer loyalty. Those who propose 

two methods include for instance Peltier and Westfall (2000). Those who 

recommend three methods are for example, Jones and Sasser (1995). There are also 

researchers who recommend four different approaches example; Narayandas (1996); 

Gronholdt et al., (2000). 

For the case of using only two methods of measuring customer loyalty, Peltier and 

Westfall (2000), propose the most important indexes of customer loyalty to be; 1) 

will of repurchase, and; 2) will of recommendation. With regards to measuring 

customer loyalty using three approaches, Janes and Sasser (1995) propose, 1) 

repurchasing will: a major index for loyalty, 2)  basic behaviour: using transaction 

data to evaluate customers behaviour such as consumption time, frequency, and 

quantity, and; 3) extended behaviour: behaviour to introduce new customer, such as 

recommendation and brand establishment. 

On the other hand, as far as measuring customer loyalty using four methods is 

concerned,  Narayandas (1996) proposes indexes such as: 1) repurchase intention, 2) 

resistance to switching to competitor„s product that is superior to the preferred 

vendor„s product, 3) continue with current provider, and; 4) willingness to 

recommend preferred vendor„s product to friends and associates. On the same line of 
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thinking, Gronholdt et al., (2000) proposes indexes of: 1) will of repurchase, 2) will 

of other products of the same company, 3) switching to other competitor, and 4) will 

of recommendation.  

In summary, researchers assess customer loyalty with different indexes, but most of 

them include will of repurchase and will of recommendation. For this study, 

customers‟ loyalty was measured along three of the four items recommended by 

Narayandas (1996). These were; 1) repurchase intention, 2) continue with current 

provider/ resistance to switching to competitor, and; willingness to recommend 

preferred carrier„s product to friends and associates. 

2.2 Theoretical Perspectives 

This study has been grounded primarily on the balance theory. According to balance 

theory, a system of triadic relationships between two persons (employee and 

customer) and an object (organization) can be either balanced or unbalanced. A 

relationship system is balanced if two people have the same attitude toward the 

object. A relationship system is unbalanced if two people involved in a relationship 

with each other differ in their attitudes toward the object. This findings in cognitive 

tension that ultimately leads to activities to balance the system. For example, one 

person can change his or her attitude toward the object to be consistent with 

another‟s attitude, thus rebalancing the system. In an employee–customer 

relationship, an unbalanced situation occurs when the employees work satisfaction is 

low and the customer‟s loyalty with the company is high. Piercy (1995), has termed 

this situation as coercion and stated that this state would not persist for long. He has 

discussed the other three situations as well:  
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i.) High satisfaction with both employee and customers (this being a balanced 

state), is the best combination and the quality of the relationship will lead to 

synergy Piercy (1995). 

ii.) Low satisfaction both internally and externally (also a balanced state but 

unacceptable), will have the opposite effect – alienation Piercy (1995).  

iii.)  The situation where high internal satisfaction is associated with low external 

satisfaction, this situation is described as internal euphoria where perhaps 

employees are so socialized, teams are so cohesive, motivation is so high, 

that people are having too good a time to bother about the paying external 

customer Piercy(1995). 

 According to balance theory, activities are likely to occur to lead the system to a 

balanced state. This means that one of the two actors (i.e., the employee or the 

customer) will change his or her level of satisfaction. Although in principle, balance 

theory might be used to justify both types of effects (i.e., change of customer 

satisfaction and change of employee work satisfaction), Homburg and Stock (2005) 

argue that, a change in customer loyalty is more likely than a change in employee 

work satisfaction as an employee will take active role in influencing a customer‟s 

loyalty than vice versa. According to Heider (1958), key mechanism leading to 

attitude balance is that one person (A) actively influences the other person (B) in 

order to change his or her attitude. 

Another dimension here is added by Piercy (1995) where he argues that how 

management evaluates and responds to customer loyalty findings affects employee 

work satisfaction. Few studies that have analyzed the direction of the employee 

satisfaction–customer loyalty link relationship e.g., Jeon & Choi (2012); Herrington 
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& Lomax (1999); Hartline & Ferrell (1996) uniformly suggest that work satisfaction 

affects customer loyalty rather than the reverse effect. Piercy (1995) study suggests a 

reverse relationship through management‟s evaluation and response to external 

customer satisfaction measurement. 

2.3 Empirical Studies 

Gijzel (2015) conducted a research on the relationship between employee 

satisfaction and customer loyalty at the KLM Royal Dutch Airlines. A sample size of 

over 1000 customers and 473 employees. Data for both employees and customers 

were collected using survey so as to collect sufficient responses. Aggregated data 

used for the research was obtained from reporting tools, containing aggregated 

survey findings that have been processed by third-parties. The employee satisfaction 

dataset was obtained from an export of the findings of the KLM employee monitor, a 

questionnaire used to provide input for HR, identify organizational bottlenecks, and 

provide managerial knowledge. The customer satisfaction dataset was obtained via 

an export of e-Score, a customer satisfaction measurement tool based on an extensive 

list of questions relating to various parts of the Air France-KLM service. Exploratory 

factor analysis was applied to determine the various components of the dataset. The 

dataset was subsequently opened for analysis in the software package IBM SPSS 

Statistics 22. It was hypothesized that (1) there is a relationship between 

organizational resources, work engagement, service climate, employee satisfaction 

and customer loyalty.  

Khizindar, Al-azzam and Khafhar (2015) conducted an empirical study on factors 

affecting customer loyalty of telecommunication industry in the kingdom of Saudi 

Arabia; the research aims to evaluate the effect of price, service quality, brand image 

and trends on customer loyalty of service providers of mobile phones. A total of 800 
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self-administered questionnaires were distributed, although only 775 being returned 

representing a response rate of 89.6%. This study utilized quantitative methods, 

Primary data collection was undertaken by way of survey from customers with 

experience in using mobile phones in Saudi Arabia. For the purpose of data analysis 

and hypothesis testing, a three stage analysis was performed. First, a reliability test 

was conducted and upon satisfactory findings, factor analysis of the collected data 

was undertaken and finally an Exploratory Factor Analysis (EFA) was undertaken to 

confirm the findings. Furthermore, SPSS was used to analyze the data and 

hypothesis testing. Finally correlation analysis was used to reveal the relationship 

between the factors and regression analysis was used to test price, service quality, 

brand image, and trends on customer loyalty. The findings of the path analysis 

showed that price, service quality, brand image and trends significantly affected 

customer loyalty.  

Oliver et al., (1992) argue that, the relationship between employee satisfaction and 

customer loyalty is non-linear, meaning that, in case employee satisfaction increases 

above a certain level, customer loyalty will increase rapidly. Loyalty and satisfaction 

are related, although also clearly distinct Oliver,(1997). Some of the researchers 

found that, employee satisfaction is the predictor of customer loyalty Faullant et al., 

(2008) and Leverin & Liljander (2006. This is again supported by Horstmann (1998) 

who states that, there is a strong and positive relationship between employee 

satisfaction and loyalty. With a higher employee satisfaction the level of customer 

loyalty increases. These studies have concluded that there is a significant relationship 

between employee satisfaction and customer loyalty. 
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On the other side, Al-Wugayan and Pleshko (2010) and Pleshko (2009), pointed out 

that, there is no relationship between customer satisfaction and loyalty. In another 

empirical study, Bowen and Chen (2001), identified a close relationship between 

employee satisfaction and customers loyalty. However, it is concluded that, customer 

satisfaction is not the only factor that influences customer loyalty. 

2.4 Conceptual Framework 

Conceptual framework below explains the relationship between employees‟ 

satisfaction and customer loyalty. Employees that interact with customers are in a 

position to develop awareness of and respond to customer goals and needs, satisfied 

employees are motivated employees; that is, they have the motivational resources to 

deliver adequate effort and care Caruana (2002).  Hoseong and Beomjoon (2012) 

stated that satisfied employees are empowered employees in other words, they have 

the resources, training, and responsibilities to understand and serve customer needs 

and demands. Satisfied employees also have high energy and willingness to give 

good services and can deliver a more positive perception of the service. Satisfied 

employees can provide customers with interpersonal sensibility and social account 

that is adequate explanations for undesirable outcomes Caruana (2002). According to 

this view satisfied employees experience interactional justice, they can deliver it; that 

is, satisfied employees have enough emotional resources to show empathy, 

understanding, respect, and concern. Linstead et al., (2011), stated that the satisfied 

employees can offer quality service that has great impact on customer satisfaction 

and building customer loyalty with the organization. In the context of service 

industry also, customer satisfaction has repeatedly and consistently been identified as 

a significant factor in determination of customer loyalty Boshoff & Gray (2004); 

Lam and Burton, (2006); Mittal & Lassar (1998). Satisfied employees are likely to 
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assist customers with a more pleasant demeanor and a higher level of customer 

service. This creates a more satisfying customer experience, increases customer 

loyalty, and ultimately drives increased profitability. Employee satisfaction raises 

employee productivity, and higher productivity means greater service and value to 

the customers. This value leads to increased customer satisfaction and loyalty. Figure 

2.1 below shows the conceptual framework guiding this study. 

Figure 2. 1: Conceptual Framework 

 

Source: Researcher‟s reflection of the reviewed literature, 2016. 
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2.5 Knowledge Gap 

Employee satisfaction and customer loyalty are of prime importance for business 

organizations. However, relationship between employee satisfaction and customers‟ 

loyalty is not clear as per the reviewed literature Gijzel (2015); Khizindar et al., 

(2015); Oliver (1993). Some literature show relationship between customer 

satisfaction and customers loyalty Oliver (1993) but other literature like Gijzel 

(2015) show there is no relationship between employee and customers loyalty. Due 

to these confusions and debate, this research was put in place in order to contribute 

into this debate. Also many studies on this kind of relationship were conducted in the 

western context and does not address the issues in the African context, especially 

Tanzania. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0. Introduction 

This chapter explains the design of the study procedures and methods that have been 

used by the researcher in data collection. Research methodology is a way to 

systematically solve a research problem. It may be understood as a science of 

studying how a research is scientifically done. This chapter outlines the methodology 

that was used in the study. It provides an explanation of the research design, the area 

of the study and population of the study. It then provides some explanation on the 

sampling technique and sample size used in the study, data sources and interpretation 

involving the methods of analysis of data used. 

3.1 The Study Area 

The study was undertaken in National Microfinance Bank (NMB) in Dodoma 

Municipality.  Dodoma has been chosen because it is a capital City of Tanzania and 

all major government ministries have currently been required by the president to 

move to Dodoma. Dodoma is a growing municipality because of the presence of: 

Parliament of Tanzania, Bank of Tanzania (BOT), Treasury office, colleges and 

universities and a number of other government and private agencies. NMB is chosen 

due to the researcher‟s convenience and resources constraints, especially finance 

needed to cover all research costs and the researcher‟s limited time. So by choosing 

NMB within Dodoma municipality, it was possible for the study to be conducted 

effectively. Moreover, the reason behind selection of NMB bank is that, NMB is a 

local bank which can be a good representative of other banks in Tanzania by having 

long experience in the banking industry Mtui (2011), and it has branches all over the 

country. 
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3.2 Research Design and Study Settings 

A research design is a clear plan and condition for collecting and analysis of data in 

the manner that aims to combine relevance to the research purpose with economy in 

the procedure, in fact, research design is the conceptual structure with which research  

is conducted Kothari (2004). This study has employed an explanatory cross sectional 

survey design. Explanatory study is the study which attempts to clarify why and how 

there is a relationship between two or more aspect of a situation or phenomena 

Dawson (2002). Explanatory research is undertaken to explore an area where little is 

known or to investigate the possibility of undertaking a particular research study 

Kumar (2005). In a cross sectional survey, data are collected on the whole study 

population at a single point in time to explain the relationship between variables of 

interest Bailey (1998). This is because the method, allows the researcher to study 

different groups of respondents at one point at a time Bailey (1998). The design 

consists of asking questions to respondents at a single point in time where the main 

tool and method involved were questionnaires to employees and customers of NMB. 

3.3 Research Approach 

There are commonly two main approaches to research, namely; quantitative and 

qualitative research Sharp & Howard (2006). Quantitative research is rooted in the 

natural sciences, where a researcher works with an observable social reality whose 

end point is the derivation of law-like generalization Sharp & Howard (2006). This 

approach puts emphasis on quantification of constructs, which are then subjected to 

complex statistical analysis Remenyi et al., (1998). On the other hand, qualitative 

research is rooted in the social sciences and is based on the way, people experience 

social phenomena in the world in which they live Welman & Kruegler (2001). This 

approach stresses on the socially contracted nature of reality, the intimate 
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relationship between the researcher and what is researched, and the situational 

constraints that shape inquiry Denzin and Lincoln (1998). This study therefore, 

employed quantitative approach as it designed to reveal a target audience‟s range of 

behavior and the perceptions that drive it with reference to specific issue Johnson 

(2000). By so doing, it is believed that, validity and reliability of the findings were 

improved. It is also argued by Gill and Johnson (1992) that survey design is well 

suited because the design lies somewhere in the middle of the research approach 

continuum.  

3.4 Population of the Study 

According to Cooper and Schindler (2006) a population is known as a complete set 

of individuals, cases or objects with some characteristics common between them and 

can be observed. Target population is the complete group of the objects or elements 

relevant to the research project. The target population in this study was all NMB 

Bank customers and all NMB employees who in one way or another assist customers 

in getting service. The target population is relevant because it possesses the 

information the research project is designed to collect Yin (2003).  

3.5 Sample Size 

Sample is a subset of the population (Sharp & Howard, 2006).The researcher used 

sample size of 100 in which 20 are employees of NMB  under permanent  and 

pensionable  category and 80 are NMB customers at NMB Dodoma branch, the 

selection is as shown in Table 3.1 below; 
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Table 3. 1: Population and Sample Size 

Department/Section Population Sample Size 

Branch Manager 1 0 

Customer Service Manager 1 1 

Back office manager 1 0 

Commercial Manager 1 1 

Customer Service Officer 10 8 

Loan officers 13 6 

Back Office Officers 9 4 

TOTAL 36 20 

Source: Field data, 2016. 

3.6 Sampling Procedure 

The researcher obtained the sample size from the population by employing both 

simple random sampling and judgmental / purposive technique.  

3.6.1 Simple Random Sampling 

It is a method in which each individual in the population is given an equal chance to 

be selected into a sample and it avoids biased responses. Kothari (2004) .The 

research used simple random sampling to get NMB customer  representatives, this is  

because in this technique each and every unit of population has an equal chance of 

being selected into the sample Kothari (2004). Also this technique is simple and can 

be used together with other techniques. This technique was applied to the other 

supportive staff in different departments to determine people who were given 

questionnaires. 

3.6.2 Purposive / Judgmental Sampling 

In this method the researcher picked the samples which were appropriate for the 

information needed. The purposive sampling technique, also called judgmental 

sampling, is the deliberate choice of an informant due to the qualities the informant 
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possesses Bernard (2002). It is a non-random technique that does not need 

underlying theories or a set number of informants Bernard (2002). Simply put, the 

researcher decides what needs to be known and sets out to find people, who can and 

are willing to provide the information by virtue of knowledge or experience Lewis & 

Sheppard (2006).  

Purposive sampling is especially exemplified through the key informant technique 

Lyon & Hardesty (2005), wherein one or a few individuals are solicited to act as 

guides to the culture. Key informants are observant, reflective members of the 

community of interest who know much about the culture and are both able and 

willing to share their knowledge Bernard (2002). Purposive sampling was purposely 

chosen by the researcher to sample out employees because the population of 

employees was small so purposive sampling enabled each employee who interacted 

with customer to be included into the sample. The researcher selected two heads of 

department s and other senior officers through judgmental sampling with same 

intention of being able to ensure the inclusion of all relevant elements into the 

sample hence being able to collect all the required information. 

3.7 Data Types and Sources 

Data collection is an important aspect of any type of research study Bell (1999).  

Inaccurate data collection can impact the findings of a study and ultimately lead to 

invalid findings Bell (1999). Data can be defined as the quantitative or qualitative 

values of a variable Kumar (2005). Data can be numbers, images, words, figures, 

facts or ideas. Data in itself cannot be understood and to get information from the 

data one must interpret it into meaningful information Kumar (2005). There are 

various methods of interpreting data. Data sources are broadly classified into primary 

and secondary data Bell (1999). 
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3.7.1 Primary Data 

Primary data means original data that has been collected specially for the purpose in 

mind Robson (2002). It means someone collected the data from the original source 

first hand. Data collected this way is called primary data .Primary data has not been 

published yet and is more reliable, authentic and objective Bell (1999). Primary data 

has not been changed or altered by human beings; therefore its validity is greater 

than secondary data Ackroyd and Hughes (1992). In this study primary data used 

was collected through questionnaires from both front office staffs and customers. 

3.7.2 Secondary Data 

Secondary data is the data that has already been collected by others and is readily 

available from other sources Bell (1999). When using statistical method with 

primary data from another purpose for other purpose they refer to it as secondary 

data Kothari (2004). It means that one person‟s purpose for primary data is another 

person‟s purposes for secondary data Gill and Johnson (2002). So that secondary 

data is data that is being reused Kothari (2004). Such data are more easily and 

quickly obtainable than the primary data. In this study secondary data was obtained 

from the review of reports, books and journals. 

3.8 Data Collection Techniques 

The research study employed questionnaire and documentary review technique to 

collect primary and secondary data respectively. 

3.8.1 Questionnaire Survey 

A questionnaire is a reformulated written set of questions to which respondents 

record their own answers, using within rather closely defined alternatives Sekaran & 

Bougie (2010). The questionnaire has a cover layout which helps the respondents to 
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know the research title and purpose of the survey Babbie (1990). A questionnaire is 

equally used in survey research, experiments and other modes of observation. 

Questionnaires are supposed to obtain important information about the population so 

as to obtain data for the study; hence it is appropriate for data collection for a large 

population Kothari (2004). 

Questionnaire was the main research instrument in this study. The list of questions 

was prepared by the researcher and distributed to the employees and customers for 

them to fill in answers to their understanding.  The questions were in closed and 

open ended format, and for employee were in English but for customers the 

questionnaires were translated into Kiwahili language by a linguist hired by the 

researcher so as to enable respondents to understand and respond easily. 

 Questionnaire was chosen due to its reliability and validity of the answers Babbie 

(1990). This is so because the interactions between the researcher and the 

respondents, which could bias the responses to the questions in the questionnaire, 

were minimal. Apart from that questionnaires also have the following advantages (i) 

ability to gather information for gigantic investigations (ii) its usefulness for 

obtaining opinion of judgments; and for surveying attitudes; (iii) practicability of 

using it to gather information by correspondence (iv) applicability to the large 

assemblage, of people (vi) provision of more efficient data collection because many 

subjects can be tested at the same time (Bell, 1999).  

3.8.2 Documentary Review 

The researcher made consultation to the materials and documents that were available 

at NMB Dodoma branch, for the purpose of getting secondary data to complement 

questionnaires which are the main tools data collection in this study. Such materials 
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included various reports, meetings minutes, government directives and policy 

documents which include HR Manual and NMB code of good conduct.  

3.9 Data Processing, Analysis and Presentation 

In this study collected data were handled, processed, analyzed and presented with the 

aim of ensuring a successful study, which provided the real information on the 

relationship between customer loyalty and employee satisfaction at NMB. 

3.9.1 Data Processing 

Data were collected, processed and verified prior to analysis. They were edited to 

detect errors and omissions, classifying before coding into numeral to make them 

amenable for analysis, and then were entered into the computer by using Statistical 

Package for Social Science (SPSS) software version 20 because it is easy to use, had 

a wide range of options and is effective in data management Arkkelin (2014). 

3.9.2 Data Analysis 

This is referred to as the computation of certain measures along with searching for 

pictures of relationships that exist among data groups Kothari (2004). Also, data 

analysis means a critical examination of the assembled and grouped data for studying 

the characteristics of the object under study and for determining the patterns of 

relationships among the variable relating to it Krinshnaswami (2002). It comprises 

quantitative data analysis. In this study both primary and secondary data were 

analyzed quantitatively; which involved descriptions and explanations to the 

observed data to taste the stated questions.  

3.9.3 Quantitative Analysis 

Quantitative research is rooted in the natural sciences, where a researcher works with 

an observable social reality whose end point is the derivation of law-like 
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generalisation. This approach puts emphasis on quantification of constructs, which 

are then subjected to complex statistical analysis Remenyi et al., (1998). 

3.10 Validity and Reliability 

Validity is the extent to which a test measures what it claims to measure. It is vital 

for a test to be valid in order for the findings to be accurately applied and interpreted, 

Joppe (2000). Therefore, the researcher was assured of the validity of the 

information because it was gathered through people with knowledge, understanding 

and experience of the problem that was being investigated. In this study, the 

information was collected from the actual, well experienced and responsible 

members. More importantly, to enhanced the validity of the information collected, 

the researcher stated the purpose and objectives of the research plainly to the 

respondents before starting the study and the choice of people was in relation to the 

study. 

According to Walsh (1995), reliability refers to the consistency or dependability of a 

measurement technique. Findings are referred to as reliable, if the same findings can 

be reproduced under a similar methodology, then the research instruments are 

considered to be reliable. To achieve reliability the following were done. 

a) Data were collected by the main researcher alone. This enabled to avoid 

reliability errors which could arise due to observer errors and observer bias 

Janesick (2002). 

b) The pilot test of the study instruments was done after which some revisions 

were made, to eliminate ambiguities in the instruments. This brought about 

consistency in understanding the questions by all the respondents Janesick 

(2002). 
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c) The study exercised triangulation of data, data sources and methods of 

sampling, collection as well as analysis Walsh (1990).  

d) Definition of key terms and their quantification was adopted from past 

studies Janesick (2002). 

3.11 Ethical Considerations 

According to Aaker et al., (2001) ethics refer to the moral principles or values that 

generally govern the conduct of an individual or group of researchers. In practice, 

these ethical principles were adhered to by the researcher through; (a) obtaining 

informed consent from potential research participants (b) minimized the risk of harm 

to participants (c) protect their anonymity and confidentiality (d) avoid using 

deceptive practices  (e) give participants the right to withdraw from the research. 

Thus it proves that, in process of conducting this study the researcher obeyed norms 

and conformed to research code of conduct, which assured that rights, privacy and 

welfare of all involved was adhered to and safeguarded. Respondents were given 

autonomy and upon their consent respond to questions, though some of the questions 

were left unattended, confidentiality was highly observed as all respondents withheld 

their identities. Research procedures were adhered and genuine data was presented 

regardless of the time spent and respondents were not compelled in either way for 

their participation and those who were naïve about this research, their stand was 

respected for that matter. 
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CHAPTER FOUR 

PRESENTATION AND DISCUSSION OF RESEARCH FINDINGS 

4.0 Introduction 

Research findings are evaluated and interpreted in regard to the objectives of the 

study and the research questions. So this chapter presents and interprets the study 

findings which were achieved by using detailed information collected through 

questionnaires and documentation sources from NMB Dodoma branch. The chapter 

is organized in two main parts; it begins by providing demographic information of 

the respondents and followed by the presentation of the main findings based on the 

objectives of the study. 

4.1 Demographic Information of the Respondents 

This section provides the demographic information of the respondents who 

participated in this study. The sequence of the discussions is gender, age, level of 

education, duration of being customers and working experience for employees. 

These are presented below in this order as follows: 

4.1.1. Gender of the Respondents  

The findings indicate that, 61% of the customers were female, whereas, 39% of them 

were male, this may be due to the reason that most woman are eager in contributing 

in family economic growth which may result in using banking services, Sackey 

(2015) said most important clue to a woman‟s status anywhere in the world is her 

degree of participation in economic life and her control over property.  

In the case of employees, the findings imply that majority of the respondents at 60% 

were female, this  may be due to the reason that most women prefer working in 

banks because of social status, favorable working environment, stability and better 
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pay and perks Gyateng (2012), while, 40% of them were male. Table 4.1 below 

summarizes the distribution of the respondents based on their gender. 

Table 4. 1: Distribution of the Respondents According to Gender 

Gender Customers Employees 

Frequency Percent Frequency Percent 

Female 49 61.25% 12 60.0% 

Male 31 38.75% 8 40.0% 

Total 80 100.0% 20 100.0% 

Source: Field data, 2016. 

4.1.2 Age of the Respondents 

Regarding the age of respondents, most NMB customers were aged between 41 to 50 

years, representing 40% of all customer respondents. This may be due to fact that in 

many cases people at that age range have stable source of income and have 

established carrier paths. 6% of them were aged below 20 years this may be due to 

fact that in Tanzania people below age of 18 are referred to as minors who cannot 

open bank accounts to become bank customers. For employee respondents, 50% of 

them were aged between 31 to 40 years; this may be due to reason that at that age 

range many people have established their own families so they tend to settle and 

invest for their families some have children in schools and have started building their 

permanent settlements. While age range of below 20 have no respondent this may be 

due to reason that nowadays NMB mostly employs graduates, and at that age range 

in Tanzania many people are not yet graduated. Table 4.2 below show the 

distribution of respondents based on their age range. 
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Table 4. 2: Distribution of the Respondents According to Age 

Age Customers Employees 

Frequency Percent Frequency Percent 

Below 20 years 5 6.25% 0 0% 

21 – 30 years 20 25.0% 6 30.0% 

31 – 40 years 15 18.75% 10 50.0% 

41 – 50 years 32 40.0% 3 15.0% 

Above 50 years 8 10.0% 1 5.0% 

Total 80 100.0% 20 100.0% 

Source: Field data, 2016. 

4.1.3 Level of Education 

The highest educational level attained by the respondents was degree level and the 

minimum level was primary education. Minority of customer respondents at the rate 

of 5% have degree level of education, this probably may be due to the reason that 

educated customers opt on using alternative channel of service such as ATM 

Machines, E-statement, mobile banking because of their understanding and also time 

management.  

For employees most of the respondents by the rate of 55% are degree holders this is 

due to fact that currently minimum education qualification for job employment at 

NMB is bachelor degree. Table 4.3 below shows the distribution of respondents 

based on level of education. 
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Table 4. 3: Distribution of Respondents by Educational Level 

Education level Customers Employees 

Frequency Percent Frequency Percent 

Primary Education 10 12.5% 0 0% 

Secondary Educations 32 40.0% 0 0% 

Certificate holder 20 25.0% 3 25.0% 

Diploma holder 24 30.0% 6 30.0% 

Degree Holder 4 5.0% 11 55.0% 

Total 80 100.0% 20 100.0% 

Source: Field data, 2016. 

4.1.4 Duration of being NMB Customer 

Majority of customers by 60% have banked with NMB for more than 5 years. This 

may probably be due to long existence of NMB and the fact that, in the past, it was 

mandatory for public servants to receive their salaries through the NMB Bank; in this 

way, many have retained their bank accounts with NMB. This is presented in Table 

4.4 below; 

Table 4. 4: Duration of being Customer of NMB 

Years Frequency Percent 

Less than 1 year 10 12.5% 

1-2 years 9 11.25% 

3-4 years 13 16.25% 

5 years and above 48 60% 

Total 80 100% 

Source: Field data, 2016. 

4.2 Preliminary Findings 

Before the actual research findings were to be discussed in the light of the stated 

research objectives, the researcher had decided to put forward some preliminary 

findings which the researcher thought was important for creating the awareness to 
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the readers on how the findings relate to the study. The preliminary findings the 

researcher had put forward were findings on: relationship between employee carrier 

development and customer loyalty, relationship between job security and customer 

loyalty, and customer loyalty and relationship between employee customer 

satisfaction and employee satisfaction.  

4.2.1 Relationship between Employee Carrier Development and Customer 

Loyalty 

Findings have shown that there is a positive but not significant relationship (r = .396, 

p = .084) between carrier development and customer loyalty at 0.05 level of 

significance. Carrier development is the series of activities or the ongoing process of 

developing ones carrier; it involves training and development Homburg and Stock 

(2004). Carrier development activities develop skills and knowledge to employees 

enabling them to provide good services to the customers. 
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Table 4. 5: Relationship between Employee Carrier Development and Customer 

Loyalty 

Correlations 

 My 

organization 

takes steps to 

ensure that I 

will maximize 

my career 

potential. 

Customer 

Loyalty 

My organization 

takes steps to ensure 

that I will maximize 

my career potential. 

Pearson 

Correlation 

1 .396 

Sig. (2-tailed)  .084 

N 20 20 

Customer Loyalty Pearson 

Correlation 

.396 1 

Sig. (2-tailed) .084  

N 20 80 

    

Source: Field data, 2016. 

4.2.2Relationship between Employee Compensation and Customer Loyalty 

Findings have shown that there is a positive but not significant relationship (r = .378, 

p = .100) between employee compensation and customer loyalty at 0.05 level of 

significance. The result of this study differs from that of the study conducted by 

Awan et al., (2014), on relationship between motivation and customer satisfaction in 

selected banks in Pakistan, The conclusion derived from the study is that the 

compensated employee strongly influence customer satisfaction and develop loyal 

customer base in the selected banks. Frontline employees have direct interaction with 

the customers and if they are dissatisfied with the bank then they will not be able to 
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deliver quality services to the customers.  This information is presented in Table 4.6 

shown below; 

Table 4. 6: Relationship between Employee Compensation and Customer 

Loyalty 

Correlations 

 Compensation and 

reward are very 

important in order 

for me to stay with 

the organization 

Customer 

Loyalty 

Compensation and 

reward are very important 

in order for me to stay 

with the organization 

Pearson Correlation 1 .378 

Sig. (2-tailed)  .100 

N 20 20 

Customer Loyalty 

Pearson Correlation .378 1 

Sig. (2-tailed) .100  

N 20 80 

    

Source: Field Data, 2016. 

4.2.3 Relationship between Job Security and Customer Loyalty 

Findings have shown that there is a positive but not significant relationship (r = .348, 

p = .133) between job security and customer loyalty at 0.05 level of significance. 

These study findings differ from the study conducted by Naseem, Sheikh and Malik 

(2011), on impact of employees motivational factors to customer loyalty, the 

findings show that only secured employees can satisfy and retain the customers. 

Organizations should chalk out such strategies to make employees happy and 

secured with their jobs, because secured employees make customer happy Naseem 

Sheikh & Malik (2011).This information is presented in Table 4.7 shown below; 
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Table 4. 7: Relationship between Job Security and Customer Loyalty 

Correlations 

 The job security 

in the 

organization is 

high. 

Customer 

Loyalty 

The job security in the 

organization is high. 

Pearson 

Correlation 
1 .348 

Sig. (2-tailed)  .133 

N 20 20 

Customer Loyalty 

Pearson 

Correlation 
.348 1 

Sig. (2-tailed) .133  

N 20 80 

Source: Filed data, 2016. 

4.2.4 Relationship between Customer satisfaction and Employee satisfaction 

Findings have shown that there is a positive but not significant relationship (r = .122, 

p = .607) between customer satisfaction and employee satisfaction at 0.05 level of 

significance. The findings of this study relate to the study conducted by Kotler and 

Armstrong (2003), on linking employee satisfaction with productivity, they found 

out that there is positive but not significant relationship between employee 

satisfaction and customer satisfaction. The study is not related to the study done by 

Ghi and Gursoy, (2009) which examine the relationship between employee 

satisfaction and customer satisfaction. Findings suggest that there is weak 

relationship between employee satisfaction and customer satisfaction. This 

information is presented in Table 4.8 shown below; 
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Table 4. 8: Relationship between Customer satisfaction and Employee 

Satisfaction 

Correlations 

 How would you 

rate overall 

customer 

satisfaction with 

NMB services 

and products? 

Overall  

Employee 

Satisfaction 

How would you rate 

overall satisfaction 

with NMB -services 

and products? 

Pearson Correlation 1 .122 

Sig. (2-tailed)  .607 

N 80 20 

Overall  Employee 

Satisfaction 

Pearson Correlation .122 1 

Sig. (2-tailed) .607  

N 20 20 

Source: Filed data, 2016. 

4.3 Main Findings 

This part presents the main findings of the study as presented based on the study 

objectives; 

4.3.1. Level of Employee Satisfaction 

The first objective was to assess level of employee satisfaction at NMB. 

Questionnaires were designed to assess level of employee satisfaction at the bank. 

The findings show that majority of NMB staff at 55% were dissatisfied with their 

work this may be due to the reason of working more than normal working hours 

without clear compensation , promptly termination to their fellow staff, job  stress, 
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inadequate training and  carrier development  and low employee recognition. This 

information presented in Table 4.9 below; 

Table 4. 9: Level of Employee Satisfaction 

Responses Frequency Percent 

Very Dissatisfied 1 5% 

Dissatisfied  10 50% 

Neutral 3 15% 

Satisfied 4 20% 

Very Satisfied 2 10% 

TOTAL  20 100% 

Source: Filed data, 2016. 

4.3.2 The Extent of Customer Loyalty 

The second objective of this study was to examine the extent of customer loyalty at 

NMB. Findings from 80 respondents on questionnaires showed that there is 

existence of loyal customers to NMB services and products. The findings show 55 

customers agree with the concept that they are loyal to NMB products and services 

which represents 69%. It indicates how they prefer banking with NMB compared to 

others, this may be  because of the use of alternative channels such as use of ATM, 

NMB WAKALA, NMB Mobile, provision of quality products, coverage  of NMB 

branches  and service, good customer service. This information is presented in Table 

4.10 shown below; 
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Table 4. 10: The Level of Customers Loyalty at NMB 

Responses  Frequency Percent 

Strongly Disagree 9 11.25% 

Disagree 6 7.5% 

Neutral 10 12.5% 

Agree 46 57.5% 

Strongly Agree 9 11.25% 

Total 80 100% 

Source: Field data, 2016. 

4.3.3 Relationship between Employee Satisfaction and Customer Loyalty 

Findings have shown that there is a positive but not significant relationship (r = .243, 

p = .907) between employee satisfaction and customer loyalty at 0.05 level of 

significance. This information is presented inTable 4.11 shown below; 

Table 4. 11: Relationship between Employee Satisfaction and Customer Loyalty  

Correlations 

 customer loyalty Overall  Employee 

Satisfaction 

Customer 

Loyalty 

Pearson 

Correlation 
1 . 243 

Sig. (2-tailed)  .907 

N 80 20 

Overall  

Employee 

Satisfaction 

Pearson 

Correlation 
.243 1 

Sig. (2-tailed) .907  

N 20 20 

Source: Field data, 2016. 

The findings of this study are not related with the result of other studies. In the study 

done by Ibrahim et al., (2013), their findings revealed that there is a statistically 

significantly weak positive relationship between employee satisfaction and customer 
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loyalty. In the study done by Daboeian and Gharechihg (2012),   it was highlighted 

that customer loyalty was positively correlated with the employee satisfaction, and 

likewise, the quality of services was positively correlated with customer loyalty in 

services sector. 
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATIONS 

5.0. Introduction 

This chapter summarizes findings with regard to the study conducted at NMB 

Dodoma branch; it also summarizes, concludes and recommends measures which 

have to be taken by the organization to make sure there is good linkage between 

employee‟s satisfaction and customer loyalty at NMB if the bank is to achieve its 

mission and vision. 

5.1 Summary of Findings 

The findings of this study have indicated that 

 Most of NMB employees are dissatisfied, that‟s why most of them are 

complaining about the model of overtime payments and the low level of their 

job security due to many controls in the banking system and the cost cutting 

policy implemented by the bank. 

 Majority of NMB customers are loyal to NMB products and services. Study 

findings show that NMB has made some efforts in promoting customer 

satisfaction which has resulted in customer loyalty such as the use of state of 

the art technology and equipment in their service delivery by increasing self-

services channels like ATM, NMB mobile, internet banking, NMB Wakala 

and introduction of master cards. 

 There is positive but not significant relationship between employee 

satisfaction and customer loyalty. Employee satisfaction has impacts to the 

performance of the organization but little on customer loyalty because 

employees do not feel connected to the company whole heartedly. Equally, 

customers do not become lifetime customers and advocates for the bank 
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given the fierce competition currently existing among banks and due to the 

availability of multiple substitutes for products and services between banks.. 

5.2 Conclusion 

Based on the stipulated findings, this study comes up with the following conclusion; 

 Emplojyees at NMB are dissatisfied  

 NMB customers are loyal to NMB products and services  

 There is positive but not significant relationship between employee 

satisfaction and customer loyalty at NMB 

This results implies that employee satisfaction influence customer loyalty but 

customer loyalty is not only resulted from employee satisfaction. Therefore  NMB 

should find other ways of making their customer loyal to products and services. 

5.3. Recommendations 

Basing on the study findings, researcher puts forward a number of recommendations 

as follows:-  

 Self-Service channel, bank should ensure self-services channels like NMB 

Wakala, POS in malls and supermarkets, internet banking, ATMs and NMB 

mobile services are extensively marketed and used by the public so as to 

ensure the availability of 24/7 banking services. 

 Invite Feedback: Customers are the best source of information on how to 

improve the business. They should be invited to share their views and opinion 

and make the process as easy as possible. NMB must respond with gratitude 

towards any information given by customers as feedback on how to improve 

the bank‟s service delivery. The bank should realize that such feedback 
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information gives customers a sense of ownership and connects customers to 

the company. 

 Mysterious shopping, bank should invest more in mysterious shoppers in 

order to identify how employees perform their duties, how they serve 

customers, arrangement and condition of bank. 

 Bank should have willingness and ability to listen to employees. Engage 

with them often ask for feedback and suggestions on how to improve both the 

work and customer experience. Make it safe for employees to talk about 

workplace dissatisfactions. Some  

 Provide ongoing coaching, training and education to employees. Provide 

employees with ongoing coaching, training and education so that they can 

have the tools to make decisions that are beneficial for the company and for 

each individual bank customer. 

5.4 Areas for further Research 

 The study was conducted in one Bank only; it may have different findings if 

it is conducted in other banks. Therefore there is a need to conduct the same 

kind of study in other banks. 

 The sample size was not so large, increasing sample size may show different 

statistics. Therefore there is a need to conduct the same research with the 

large number of sample size. 

 The sector may not influence this relationship, means that by selecting some 

other sector for study the findings may differ from standard set by this study. 

Therefore there is a need to conduct other researches to other sectors other 

than the banking sector. 
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 The findings could be more generalized if research is conducted in many 

countries than Tanzania only. Due to that, this study creates a need for further 

research in more than one country. 
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APPENDICES 

Appendix I: Questionnaire for Customers 

Dear Respondent,   

I, Kanyonyi Meryclementina of University of Dodoma pursuing the degree of Master 

of Business Administration, am conducting research on Relationship between 

employee satisfaction and Customer Loyalty a Case of NMB.  Kindly respond to 

the questions below with honesty and transparency as much as possible. The 

information obtained will be treated strictly confidential and for academic purposes 

only. 

SECTION A: DEMOGRAPHIC CHARACTERISTICS OF CUSTOMERS  

1) Gender: Please tick () appropriately.  

Response Tick () 

Female  

Male  

    

2) Age of the customer. Please tick () appropriately. 

Below 20 years 

21 – 30 years 

31 – 40 years 

41 – 50 years 

Above 50 years 
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3) Level of education attained. Please tick () appropriately 

Primary Education 

Secondary Education 

Degree Holder 

Other (Please specify……………………………………………………..) 

4) Occupation of the customer. Please tick () appropriately. 

Response Tick () 

Student 
 

Farmer 
 

Business person 
 

Public servant  

Private sector employee  

Other. Please specify………………………………  

 

SECTION B: CUSTOMER LOYALTY 

5) For how long have you been the customer of this bank? Please tick () 

appropriately. 

Response Tick () 

Less than a year 
 

1 – 2 years 
 

3 – 4 years 
 

5 years and Above  
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6) I consider myself as a loyal customer to NMB 

Response Tick () 

Strong  Disagree   

Disagree  

Neutral  

Agree  

Strongly Agree  

 

7) Please rank the following on a scale 1-5 to reflect your feelings and the extent to 

which you agree with the statements on the level of service quality about the 

Bank. The minimum you may rank is 1 and the maximum 5. You may rank 1, 2, 

3, 4 or 5. (Scale: 1=Strongly Disagree, 2= Disagree, 3=Neutral 4=Agree 5= 

Strongly Agree. Please circle the numbers you select. 

 

 

 

 

 

 

 

 

 

 

 



59 

Tangible Strongly 

Disagree    
Strongl

y Agree 

a) My bank‟s physical facilities are 

visually appealing  1 2 3 4 5 

b) My bank uses state of the art 

technology and equipment in their 

service delivery 1 2 3 4 5 

c) The employees are well dressed 

and neat in appearance 1 2 3 4 5 

 

Reliability 1 2 3 4 5 

d)  When the bank promises a certain 

service by a certain time, it delivers 1 2 3 4 5 

e) When customers have a problem, 

the bank shows sincere interest in 

solving it 1 2 3 4 5 

Responsiveness      

f) The bank employees tell me 

exactly when services will be 

performed  1 2 3 4 5 

g) The bank employees give me a 

prompt service  1 2 3 4 5 

h) The bank employees are always 

willing to  help me  1 2 3 4 5 

Assurance      

i) The employees instill confidence in 

customers 1 2 3 4 5 

j) Customers feel safe in transactions 

with the bank 1 2 3 4 5 

k) The employees are consistently 

courteous with customers  1 2 3 4 5 

l) The employees have knowledge to 

answer customers‟ questions 1 2 3 4 5 

 

Empathy      

m) The bank employees give 

customers individual attention 1 2 3 4 5 

n) The employees understand 

customers‟ specific needs 1 2 3 4 5 

o) My bank provider has operating 

hours and location convenient to all 

its customers 1 2 3 4 5 

p) The employees give off their 

personal attention 1 2 3 4 5 

 

Thank you very much for your participation 
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Appendix II: Questionnaires for Bank Employees 

This study is based at the University of Dodoma. Its major objective is to investigate 

the relationship between employee satisfaction and customer loyalty specifically on 

banking industry. Therefore, you are kindly requested to participate in this study by 

filling in this short questionnaire. Confidentiality is assured by the University for all 

confidential information that will be supplied to the researcher.  

SECTION A: DEMOGRAPHIC CHARACTERISTICS OF EMPLOYEES 

1) Gender:  Please tick () appropriately.  

Response Tick () 

Female  

Male  

    

2) Age of the customer. Please tick () appropriately. 

Below 20 years 

21 – 30 year 

31 – 40 years 

 

41 – 50 years 

 

Above 50 years 

 

 

 

 

 

 

 

Tick () 
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3) Level of education attained. Please tick () appropriately 

Primary Education 

Secondary Education 

Degree Holder 

Other  

(Please 

specify……………………………………………………..) 

 

4)  How long is your working experience with the bank? Please tick () 

appropriately. 

Response Tick () 

Less than a year 
 

1 – 2 years 
 

3 – 4 years 
 

5 Years and 

Above 

 

 

5) How would you rate the overall satisfaction at NMB? 

Response Tick () 

Very satisfied  
 

Satisfied  
 

Neutral 
 

Dissatisfied  

Very dissatisfied   

 

Tick () 
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Section B  

This section consists of questions related to the four factors which are compensation 

and reward, job security, career development, and workplace environment. Please 

respond to the following questions. Kindly place a circle on the answer number that 

best represents your opinion.  

Career Development  

Definition: Career development means the process of developing one‟s career; where 

an individual works in an organization where the individual is allowed to express 

his/her excellence and to contribute to the goals of the organization and is respected 

in his/her position in which he/she could advance in terms of promotions and rise in 

rank. 

Questions  Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

1.  My organization takes 

steps to ensure that I will 

maximize my career 

potential.  

1 2 3 4 5 

2.  My organization assists 

me to gain more working 

experience in the job that 

I am doing. 

1 2 3 4 5 

3.  My organization provides 

me with the opportunity 

to achieve my career 

goals.  

1 2 3 4 5 

4.  My organization is 

supportive to my long-

term career development.  

1 2 3 4 5 
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Compensation and Reward  

Definition: Compensation is a statistical term used in national accounts, balance of 

payments statistics and sometimes in corporate accounts as well. Reward is the day-

to-day interactions that make employee feel own contribution is appreciated by the 

organization. 

Questions  Strongly 

Disagree  

Disagree  Neutra

l  

Agree  Strongly 

Agree  

1

.  

I feel proud when I 

get recognition 

from my 

organization for the 

work that I had 

done.  

1  2  3  4  5  

2

.  

My organization 

link reward to my 

performance 

appraisal.  

1  2  3  4  5  

3

.  

Compensation and 

reward are very 

important in order 

for me to stay with 

the organization.  

1  2  3  4  5  
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Job Security  

Definition: Job security is defined as the likelihood that an employee will keep his or 

her job for a long time or until retirement and an employee feeling that he has a right 

to keep his job, or that he will never be made redunda 

No  Questions  Strongly 

Disagree  

Disagree  Neutral  Agree  Strongly 

Agree  

1.  I feel my 

organization 

treats me like part 

of the 

organization.  

1  2  3  4  5  

2.  I believe in 

having long term 

relationship with 

my organization.  

1  2  3  4  5  

3.  I view 

organization 

problem as my 

problem.  

1  2  3  4  5  

4.  The job security 

in the 

organization is 

high.  

1  2  3  4  5  

Workplace Environment  

Definition: The workplace environment is where an employee‟s working 

surroundings are in accordance with what the organization gives in terms of quality 

facilities, tools, ergonomic design, light, air, temperature, noise, ventilation and the 

cooperation with manager and co-workers. The environment can affect the 

employees‟ productivity, safety and health, and psychologically. 
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No  Questions  Strongly 

Disagree  

Disagree  Neutral  Agree  Strongly 

Agree  

1.  The physical 

working 

conditions are 

very comfortable 

to work in.  

1  2  3  4  5  

2.  The security in my 

organization is 

sufficient.  

1  2  3  4  5  

3.  Spirit of 

cooperation and 

teamwork exists in 

the organization.  

1  2  3  4  5  

4.  Overall, my 

organisation is a 

pleasant place to 

work.  

1  2  3  4  5  

 

Thank you very much for your participation 
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Appendix III: Comments From External Examiner’s 

 

S/N ISSUE ACTION PAGE NUMBER 

1.  To edit abstract to include 

the following details: 

 General objective 

of the study 

 Implication of the 

findings 

 Recommendations 

and future areas of 

the study 

The abstract have been 

edited and the general 

objective of the study, 

implication of the 

findings and 

recommendations and 

future area of the study 

have been included in.  

 

Page number vi 

2. To remove word 

“specifically” in the 

general objective 

statement to make it 

meaning fully.  

The word specifically 

has been removed and 

general objective 

edited to become “To 

examine the 

relationship between 

employee satisfaction 

and customer loyalty 

in the banking 

industry.  

Page number 4 

3. To mention implication of 

the results after conclusion  

The implications of the 

results  have been 

added as advised after 

the  conclusion 

Page number 46 


