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ABSTRACT

The research sought to assess the effectiveneasstimer retention strategies in enhancing
brand loyalty at FAVCO. The first objective of thissearch study was to evaluate the
effectiveness of customer retention strategies nhaacing brand loyalty at FAVCO.
Secondly, it was to determine factors contributmgustomer dissatisfaction at FAVCO and
lastly to establish benefits contributed by custone¢ention at FAVCO. The research made
an assumption that major factors contributing tandr loyalty were customer retention

strategies.

For the past 2 years, FAVCO has been facing thkelgmo of corporate customers switching
some of their brand choices to competitors likebeValley Fresh and Interfresh. This
forced the company to engage into expensive siesteghich included price markdown and
new customer acquisition. The company in early 2@i&sted in customer retention
strategies which included customer service, comupatinn, total quality management and
complaint management to fight the challenge but dbmpany failed to make corporate
customers loyal to the FAVCO brand. The researabed case study research design and the
case studies used were both exploratory and dé&seripase studies. Probability sampling
method (cluster sampling) and non-probability mdgh¢convenient and judgemental) were

used.

The researcher used a sample of 28 respondentsciggorate customers, management and
employees. Data collection was done through inéersi with the Sales, FMCG and the
Quality control manager as well as questionnairehvwere distributed to employees and
corporate customers. The research found out thetber retention strategies had strong
impact on brand loyalty but more attention was eeeth improving them to effectively

retain customers and making them loyal to the FAM&z&nd.

The major recommendations were that FAVCO shouldomdy acquire new customers but

rather retain its existing key customers. Furtbethts, FAVCO should consider also internal

marketing, key account management and service eegos&s other customer retention

strategies that enhance brand loyalty. Finally, E&/ management was recommended to
practice cross departmental participation in plagrand improving the retention process to
make sure that everyone in the organisation isluaebin the customer retention process.
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CHAPTER ONE

GENERAL INTRODUCTION

1.0 Introduction
This section outlines the preliminary aspects efrsearch study comprising the background
to the study, statement of the problem, objectieésthe study, research questions,

significance of the study, assumptions, delimitaiand limitations.

1.1 Background to the study

FAVCO is one of four strategic business units ofstan Holdings Limited, an agro-based
business company in Zimbabwe. The four strategsin@ss units are Kent Estate, Claremont
Estate, Southdown Estate and FAVCO, a distributmmpany currently sited at 306 Hillside
Road, Woodlands Msasa, Harare.

FAVCO was formed in 1968 after Ariston Holdings lied acquired a fruit and vegetable
co-operative in 2004, which was a marketing bodydetiduous fruit growers. Upon
acquisition, the co-operative had a contract ofpapg all OK retail shops in Zimbabwe,
which FAVCO took over. With one of the largest colthin facilities in Zimbabwe, FAVCO
is one of the leading fruit and vegetable companyimbabwe supplying OK as one of

corporate customers as well as other retail shapgsding Spar, TM and Food World.

Besides supplying fruits and vegetables, FAVCO Iso anto supplying fast moving
consumer goods (FMCG) including various tea bra”Réd&/CO 100% juices and dried fruits
to retail outlets including OK and Food World. Ted90% juices and dried fruits are
managed under the FMCG department which is heagléftellFMCG manager.

The company houses ten departments’ which are Hdagdearious managers. However, the
researcher considered only the FMCG, the Salegste@uality control manager from the
management group because they were the only manageo could give appropriate

information regarding the research study.

Below is the FAVCO organogram showing ten differeispartments which the company

houses and the tittles of the managers heading:them

R1015408B 1



Figure 1. FAVCO Organogram

Managing
Director
Personal
Assistant
[ 1 1 1
Commercial Finance Procurement Wareh
Manager Manager AR Manager e
g manager
FMCG L L .
— Accountant Quality
control
manager
Fruit and Vegitable Sales
manager

Adapted fromwww.info@favco.co.zw

Besides dealing with corporate customers, FAVC® alksrves walk in customers from a
small kiosk situated on the same site where FAV@&@ridution centre is located. However,
the researcher did not focus on these walk in costs as they did not have relevant data to
answer research questions and the researcheramlgdd on data from corporate customers

to answer research questions.

Although many companies recognise the importanceugstomer retention, relatively few
understand the economics of customer retentionirwitieir own businesses. Reichheld et al
(1990) found out that a small increase in customtntion produces a dramatic and positive
effect on profitability of the company. Since theripd after dollarization, when FAVCO
competitors (i.e. Valley fresh, Interfresh and $gltine-tuned their operations and emerged
vigorously on the market, the company started e&peing problems with its corporate
customers switching some of their brand choices tompetitors’ brands

(www.info@favco.co.zw).

This switching behaviour by corporate customerseadiquestions in FAVCO’s business
which forced the managing director and the markelioard plan to try short term programs

to revive the company from this unfavourable sibratis an immediate response. Programs

R1015408 2



included a price mark down program which was méantoost sales by reducing the prices

of all products sold under FAVCO as a brangw.info@favco.co.zw

The situation changed slightly during the periad gfrogram was implemented and corporate
customers responded positively but the programmek tthe company nowhere,

www.info@favco.co.zw

Managers thought markdown program was inadequadeiramediately switched to new
customer acquisition to widen the customer basebadt company performance. With all
other corporate customers that FAVCO had acquinetuding Chinhoyi State University,
Midlands State University and boarding schools adoHarare province, the company failed
to retain and make them loyal to FAVCO as a brarfdnally, the programme proved
expensive to the company as it failed to estaltdrsimd loyalty, thus supported by Reichheld
et al (1990) in the study by Hammond (1996) wheeytkaid, it cost five to ten times

acquiring new customers than it is in retainingsBrg onesWww.info@favco.co.zW

In order to fight this challenge of brand switchibg corporate customers (OKs, and Food
World retail shops) and to maintain competitive edgn the market, according to
info@favco.co.zw, FAVCO management in the beginning of the yedr22@stly invested in

customer retention strategies (customer serviamptaint management, communication and
total quality management) since competitors hawg lbeen munching into the company’s
market share. Since the time the company investedstomer retention strategies, there was
no satisfactory change on the behaviour by corpacastomers in switching from FAVCO
products to competitors’ brands. Corporate custenamtinued sourcing some of their
products from other suppliers, hence the need smsasthe effectiveness of customer
retention strategies employed by the company in aeahg brand loyalty,

www.info@favco.co.zw

1.2 Statement of the problem

Customer retention increases an organisation’&\atnl provide an excellent service for both
attracting and retaining customers. However, degpiis philosophy towards organisation’s
success, FAVCO has been losing its existing cotpocastomers to competitors such as
Selby, Valley fresh and Interfresh. FAVCO has bflng to make its corporate customers
loyal to its brands. There have been numerous anipl from customers about poor
customer care and declining quality among otheas lias led corporate customers’ switch

R1015408B 3



some of their brand choices to competitors caudedine in repeat purchases. To fight this
challenge, in the beginning of 2012, FAVCO invesiadcustomer retention strategies
(customer service, complaint management, commuaicand total quality management).
Despite this investment, corporate customers haveéirmied buyings some of their brand
choices to competitor brands and this situation dféected the overall performance of the
company hence the need to assess the effectivefiesgstomer retention strategies as

employed by FAVCO to enhance brand loyalty.

The primary purpose of this study was to assesseffeetiveness of customer retention
strategies that have been employed by FAVCO ta fiigh challenge of brand switching by
corporate customers. Secondarily, the researct taefind ways of improving customer
retention strategies which FAVCO could adopt tcaredts corporate customers and achieve

the goal of brand loyalty.

1.3 Research objectives
* To evaluate the effectiveness of customer retensimategies in enhancing brand
loyalty at FAVCO.
* To determine factors contributing to customer dis&ection at FAVCO.
* To establish benefits contributed by customer tetario the company.
1.4 Research questions
* How has customer retention strategies contribudeshhancing brand loyalty?
* What factors have caused customer dissatisfactiBA¥CO?
* What are the benefits of customer retention tactimapany?
1.5 Significance of the study

To the organisation

Apart from shedding light on the importance of oansér retention to the organisation, the
research may help FAVCO to come up with more appatp strategies and to improve the
existing ones to enhance brand loyalty. The rebeaiay also help the organisation to exploit

opportunities that arose from the information skavbich had not been realised before.
To the researcher

The research study was a requirement of the Bacledld®Commerce Degree in Retail

Management and a partial fulfilment of Midlandst8tdniversity requirements. The research
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improved the researcher’s analytical skills and videdge on the concept of customer

retention.

The research gave an in-depth knowledge on theesubyhich was under study and
experience in dealing with retention issues at @adber level. The research also gave the
researcher the opportunity to link theory and pecatissue.

To the university

The institution may benefit from the research iattih can add the research study to its data
base of research work. This may help to enhancedéwelopment and maintenance of

relationship with its stakeholders.

1.6 Delimitations of the study

* The research was limited to Harare only

» Corporate customers were limited to OK and FoodliMatail shops in Harare

* FAVCO also dealt with walk in customers from a kiashich is established at the

company but the research focused on corporateroessoonly.

1.7 Summary
This chapter gives an orientation on the reseawpitt statement of the problem, research
guestions and objectives, significance of the stadgumptions to the study, delimitations
and limitations faced during the research study.
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CHAPTER TWO
LITERATURE REVIEW

2.0 Introduction

This chapter reviews historical and present re$eatadies. The researcher discussed and
analysed the various views from other authors aomog customer retention and brand
loyalty, identifying the gaps left out by authoasid highlighted areas of great emphasis. The
information was gathered from textbooks, companyrjals and the internet specifically

from Emerald insight.

2.1 Customer retention defined

Customer retention has gripped the attention ofyr@ganisations in recent years. Many
authors have tried to define the concept of custartention and show how it contributes to
profitability. Due to market dynamism, companieséeealised the need to move away from
the traditional marketing approach which is meamly do acquire new customers, to the
marketing philosophies designed to retain existogtomers. According to Coviello et al
(2002), customer retention has been shown to beimmagy goal for firms practicing
relationship marketing. This idea is wholly suppdrtby Jopper (2004) who states that
relationship marketing in services has attractedchmattention in recent years as
organisations now focus their efforts on retaingxgsting customers rather than being solely
centred on attracting new customers. More and neorapanies have adopted customer
centred strategies and technology for efficient effiective relationship management. Buttle
(2004), found out that companies can employ seugpds of customer retention metrics
which are raw, sales adjusted, or profit adjustestamer retention metrics. Companies that
adopt raw customer retention metrics focus on ¢bention of a given percentage or number
of customers, regardless of value. Those that aies sidjusted retention metrics focus their
efforts on customers who generate higher salegdaditg In agreement to the above idea,
Colyes et al (2002) note the significance of foogsdn the retention of profitable customers
rather than all customers. In agreement to Colyes €2002), Knox (1998) postulate that
companies are more successful if they apply custoatention than customer satisfaction.

Colyes et al (2002) went on to suggest that it imaynore important for companies to focus

on managing the overall downward migration of costo spending than customer retention
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in its own right as they noted that many more augie change behaviour than defecting as

the former typically counts for larger changes atue.

Kotelnikov (2006) regards customer retention asphkeg customers active within the firm
and also involves the optimal allocation of resesrdRamakrishnan (2006) view customer
retention as the marketing goal of keeping custsm&obm going to competitors.
Ramakrishnan (2006) idea concurs with that of Kokelv (2006) that customer retention
entails keeping customers from being taken awagdnypetitors. Hooley et al (1995) defines
customer retention as a measure of repeat purddedseviour. They further contribute that
there are many reasons why customers may keep gdmaick even if the company fail to
provide them with high level of satisfaction. Itutd be that customers may not have any
choice or they may not know any better. Stauss|e2@01) defines retention as the
customers’ liking, identification, commitment, ttuswillingness to recommend and
repurchase intentions, with the first four beingoional-cognitive retention constructs and
the last being behavioural intentions. Stauss andldy agree on the fact that customer
retention is a behavioural intention by customersepeat purchases with a certain company,

repeat purchasing being the behavioural intentiquarticular.

Fraser (2007) supported the above idea put foriigrdSimmons (2002) that businesses
should be warned from “conflicted customers” why puoducts and appear satisfied, but in
fact are ready to defect as soon as a viable aligenappears. Furthermore, Fraser (2007)
distinguishes customer retention from customerltgysaying it is dangerous to confuse the
two. Retention may be achieved by a “bribe”- disdsufor repeat purchases and so on.
Achieving high customer loyalty is likely to be farore difficulty and requires great long-
term investmentfFraser (2007). Reichheld et al (1990) defined custoretention as a
measure of the tendency of a customer to stick thighbrand above and beyond his or her
objective and subjective assessment of the brandnn@sson (2002) highlights that
customer retention is the ability to keep long teatationships with customers and this is
especially important to service where relationshipsly be expensive to establish.
Gummesson (2002) concurs with Kotler (2004) whardg customer retention as a focus on

how to maintain and enhance existing long-termtiggiahips rather than attracting new ones.

However, all above authors have agreed on the afipgiccustomer retention involves the

maintaining of long-term relationships with custamdespite their failure to address driving
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forces that result in the need for relationship agament such as globalisation and

technology.

2.1.1 Customer retention strategies

1) Customer service

Retailing gurus Levy and Weitz (2002) define custorservice as set of programs and
activities undertaken by retailers to make the phuap experience more rewarding to
customers. These programs increase firms competdidlvantage and value customers
receive from merchandise they purchase. In agregr8arridge et al (2008) regard customer
service as the range of actions taken by business wteracting with its customers to meet
or surpass the expectations that customers havkeohusiness. Where customer service is
seen as a key to competing effectively, the coneral wisdom is that there are three critical
ingredients to successful service provision andetirave been called “three Ss’ of service”:

strategy, system and stgffimmons 2002).

Lancaster et al (2001) regard customer servicdh@sltimate marketing tool and a critical
factor in the process of differentiating productserves to develop a competitive edge. It is
also by common assent, a policy and set of aa#itiSimmons (2002) concurs with
Lancaster et al (2001) that customer service doesmly lead to delivery of customer value,
but also contribute to firms’ competitive edge owher competitors. From the above
arguments it can be concluded that quality custoseevice is essential in building strong
competitive advantage for an organisation and valecustomers resulting in strong

relationships hence customer retention.
2) Key account management

Key account management has become an integrabpéirtns and researches suggest that
most business to business firms use the concegane form, (Millman 1995). Key account
management views the buyer to seller linkage iong lterm relational context and stresses
the creation, nature and maintenance of strongesr with customers. While traditional
marketing approaches did stress the importancexoiamge and of the satisfaction of
customer’s needs, key account management approasses the identification of “specific”
customer needs first, followed by the satisfacobthose needs, (Sharma 2003).

According to Diller (1992), KAM is a management cept including both organizational

and selling strategies to achieve long-lastingarasr relationships. McDonald et al. (1997),
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define KAM as an approach adopted by selling congsaaimed at building a portfolio of
loyal key accounts by offering them, on a contigulmasis, a product or service package

tailored to their individual needs.

Diller (1992) agrees with McDonald’s view that KAM a selling strategy that is meant to
establish long term customer relationships resglimcustomer retention. In full support to
above definitions, Ojasalo (2001 p. 201), refe®MKto the selling company’s activities

including identifying and analysing their key acnots) selecting suitable strategies
developing operational level capabilities to buigdpw and maintain profitable and long
lasting relationships with them.

The concept of key account management is basetheo®areto principle of 80/20 or the
ABC rule. According to the rule, 20% of companyisstomers who contribute 80% of the
company’s revenue should be identified and theeefetained(Bligh 2004). The idea of
Pareto rule is fully supported by Mittal (2000) whasserts that companies should focus on
their most profitable customers and keep relatignsmarketing a relatively discriminating

practice.

From above contributions, authors have agreed kbgtaccount management is a selling
strategy in a business to business situation thatimed at creating, nurturing and
maintenance of strong relationship with customessilting in high rate of retention.

3) Internal marketing

The internal marketing concept is based on theebehat a firm's internal market or

employees can be motivated to strive for custormesciousness, market orientation and
sales-mindedness through the application of acdepiternal marketing approaches and
principles, Berry and Parasuraman (1991). In agee¢ro the aspect of market orientation
philosophy postulated by, (Berry and Parasuram&i)19%Gummesson (2002) contributes
that every member in the organization should pgdte in marketing activities and for that
reason, he states that every person in an orgamziat a marketer either as a part — time
marketer (PTM) or full - time marketer (FTM). Aading to Gummesson, full time

marketers and part-time marketers are found bothearinternal and external environments.

Below is a table showing FTMs and PTMs.

R1015408B 9



Table 1: internal marketing

—

All non-marketing| Business customers Marketing Distributers
department employees and directors
all sections
Individual customers Sales managers Advertising
agencies
Marketing Marketing researct
managers firms
Staff from the
marketing ang
sales departments
Adapted from Chokera and Duve (2011)

The most important contribution the marketing dapant can make is arguably to be
“exceptionally clever in getting everyone else ime torganisation to practice internal
marketing.” Zeithmal et al (2006) regard internarketing as all activities that management

engages in, to aid companies in their ability téivée on the service promise: recruiting,

training, motivating, rewarding and providing equignt and technology. Internal marketing

views employees as internal customers and jobstasal products (Berry and Parasuraman

1991), and therefore a company needs to selllis jo employees before selling its services

to external customers (Sasser et al 1990), thaatisfying the needs of internal customers

and upgrade the capability to satisfy the needsexiernal customers. In support to
Parasuraman (1991) idea, Armstrong (2000) statdsiriternal marketing is an offspring of
customer relationship management (CRM) which isjgproach by manufacturing firms to

effectively train and motivate employees and adl shupport service people to work as teams

in providing customer satisfaction. Satisfied enypkes lead to more highly motivated and

customer conscious employees, leading to improvadice quality and organisational
performance(Gronroos 2007). Sasser et al (1990) idea concubhs@rionroos (2007) on the

point that satisfied internal customers extendrtlbapability to satisfy external customers

enhancing business performance.
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In disagreement with the above authors, Ahmed €G@04) criticise the notion of treating a
“customer as an employee” as he stressed the fhaintt raises the question of whether the
needs of external customers have higher primacytbese of employees. However from the
above arguments it can be concluded that the coméepternal marketing extends internal
employees’ capability to satisfy external customém®ugh quality and effective service

delivery that finally result in strong relationstipnce retention.
4) Complaint management

Complaint management is an important part of custoratention. In fact the customer is
given a chance to co-create the value with the lmrpgAccording to Stauss et al (2001),
customers primarily evaluate complaint handling fwur central quality dimensions:
accessibility, quality of interaction, promptnedsr@action and adequacy of fairness of the
solution. Gummesson (2002) adds that, in theiclar“Zero Defects”, Stauss et al (2001)
drew the conclusion that a supplier could doublkepnefit if the defection rate is reduced by
as little as 5%. A well-executed complaint handlprgcess is of strategic relevance as it has
a positive effect on customer retentigBrown et al 1996). Indeed, customers who complain
and are well treated can be more satisfied andlilesdy to switch than customers who had
no cause for complaint at all, Nyer (2000). In &gnent to Stauss et al (2001), Futrell (2000)
adds that promptness to complaint handling provate®pportunity to prove to customers
that they are important and that the organisateme ¢or them. Yooncheong (2002) regards
complaint management as strategies used to red@pates, to improve ineffective products
or services in order to establish the firms’ raligbin the eyes of customers.

Customers are not always happy with the quality ealdie of products or service they
receive. Customers complain about late deliveriespmpetent personnel, inconvenience
service hours, needlessly complicated procedunesg, dlueues, and a host of other problems
(Christopher 2004). Erickson argues that the only w@ make quality improvements
effective in such areas as customer service, magkeind research and development is by
having a clear articulated strategy that ties hése efforts together and focus on the
corporation-including top level management on dualnprovement. However, Schoeler
(2004, p 47), states that despite the strategavaelcy of complaint handling, it is a process

which has appeared to be accorded little importamogany companies.
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From above arguments it can be concluded that @nipinanagement is a strategic rather
than functional aspect that senior management dhmifound leading the demonstration of

its relevance and importance to ensure customisfazton.
5) Communication

Hatton and Warson (2000) define communication dfcgnt interaction to ensure that
customers feel properly informed and valued. CK2i305) regards communication as the
process by which individuals share meaning. Inbiteader sense, marketing communication
include activities such as advertising, personihge sales promotions, and publicity. Other
communication elements which must be co-ordinateth whe overall marketing
communication strategy are the product itself,ghee, and all other company actions which
customers may perceive as communication about ridupt or servicefMarx et al 1993).
Christopher et al (2004) argue that some peoplledstine communication narrowly as the
use of paid media, advertising, public relationsl gmofessional sales people, failing to
recognise many other ways that modern organisatianscommunicate with its customers.
The location, atmosphere of service delivery fagilcorporate design features such as the
constant use of colours and graphic elements, aapea and behaviour of employees and
design of a website all contribute to an impressiothe customers’ mind that reinforces or

contradict the specific content of the formal conmication massages.

Christopher (2004) and Marx (1993) agree on theeetsthat marketing communication

should not be narrowly defined in terms of adverys personal selling, sales promotions,
and publicity, but the definition should be extethde other factors such as the product itself,
location, atmosphere of service delivery faciliggrporate design features such as the
constant use of colours and graphic elements, agpea and behaviour of employees and
design of a website and all other actioviich customers may perceive as communication

about the product or service.

Communication efforts serve not only to attract rewtomers but also to maintain contacts
with organisation existing customers and build trefeships with themChristopher (2004).

In support to the above contribution by Christopéeal (2004), Hatton and Warson (2000)
also contributes that communication is the coroeestto building strong relationships.
However, it can be concluded that marketing comiation is not primarily used to fetch
new customers but also used to establish or beiltionships with existing customers in

enhancing retention.
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6) Total quality management

Hatton and Warson (2000) regard total quality managnt as a concept which has evolved
from quality control activities of production linéko encompass all activities of the
organisation. It is based on the concept of enguhat “quality” systems are developed for
every aspect of the organisations’ activities. y§tems are appropriate and well-designed,
they will deliver good quality output. Zikmund @8) defines total quality management as a
management principle that seeks to install the afeaustomer driven quality throughout the
organisation and to manage all employees so thet tontinuously improve quality. In
agreement to Zikmund (1996) on the aspect of inaglvemployees in total quality
management, Kotler (2003) argued that total quatignagement is an approach in which all
the company’s people are constantly involved inrmamg the quality of products, services
and business processes. Lancaster (2001) viewsgiefity management as combining the
satisfaction of customer needs with the achieveraeabmpany’s objectives.

Dean and Bowen (1994) view total quality managenant comprehensive management
approach aiming at satisfying or delighting custsn&otal quality management stresses the
importance of culture of designing, producing, impng products and services that satisfy
customers (Collins 1994). Dean and Collins agreéhemoint that total quality management

is an approach that is aimed at satisfying custaoraeds.

Studies have shown that there is little agreemerang various scholars on what constitutes
total quality management. According to Andersorale{1994), total quality management
constitutes supplier relationships whereas accgrdio Ahire (1996), it constitutes
benchmarking. However, the most cited componentstaf quality management by Deming
(1996) are continuous improvement, customer satisia empowerment, and top

management responsibility.

» Continuous improvement Bessant et al (1994) defines continuous improveras a
company-wide process focused on continuous incregh@movation sustained over
a long period of time being essential for meetingstemers’ varying needs.
Continuous improvement is essential in meeting imgryneeds of customers and
therefore should be considered as an integral pfrtotal quality management
Deming (1986). Garvin (1987) postulates that thensity of global competition as a
driving force is the one that led to the greatéenest for continuous improvements in

products, services and processes.
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There are many tools considered to achieve conimumprovement which includes
statistical methods and benchmarking. However, el Looise (1999), contribute
what they call the main pre-requisites for contisiamprovement as; a supporting
culture, a condusive structure and a supportivedesdip.

e Customer satisfaction Juran (1989) considers customers as being inteand

external to the organisation. External customegdlawse customers found outside the
organisation and their satisfaction is achieveaufjh meeting or exceeding their
expectations which in turn require a supportivetwrel Jabnoun (2001). Internal
customers are employees of the organisation amdsugsfaction is achieved through
teamwork, satisfying employee’s expectations amduigph empowering them, Parker
(1994).
Customer satisfaction is largely inclined to coatins improvement and
empowerment. Continuous improvement therefore ¢uired to satisfy customer
varying expectations whereas empowerment is regiuoebring decisions closer to
the customers. Customers have also been regardéndesd the origin and the
purpose of product development and improvement dnéhean and Bowen (1994)
regard customer satisfaction as integral and thé roljective of total quality
management.

 Empowerment Bowen and Lawler (1994) describe empowerment aseans to

enable employees to make decisions. Empowermemings of the total quality
management constructs that is essential for inteznstomer satisfaction. Parker
(1994) in agreement, states that studies on emposvdr have revealed that
empowerment is positively associated with employeatssfaction.
However, Sitkin et al (1994) argues that empowetnemlso essential in pursuing
external satisfaction, for external customers caibecsatisfied, if those serving them
have no authority to respond to their needs ancetbiee empowerment should be
rooted in both culture and structure of the orgatios.

* Top management responsibility Deming (1986) postulates that top management
responsibility as critical for quality success. teles and Dale (1990) also reports
that chief executive officers are the internal @ign change agents for quality
improvement, as they are the very individuals whapg organisational values and

establish managerial structure to bring about ceang
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It is therefore the commitment of top level managetiwith full and credible support
that lead employees at all levels to invest timd effort in the change programme.
Deming (1986) also argues that top managemensmorsible for more than 90 per
cent of quality problems. In order to be able tdivee desired quality, top
management should provide the necessary inputosetpeople directly involved in
producing products and providing services. The tapaclude necessary resources,
fitting culture and structure, a fair reward systamd necessary skills that can be
acquired through training.

7) Service recovery

Gronroos (2007) defines service recovery as thmradaken in response to an observed
failure. The objective of recovery is to solve desbs in two potential situations during the
service encounter (i.e. before a customer complaing shortly after the service encounter if
the customer is dissatisfied. According to Sullalgt2009), service recovery is the capability
to react to faults as the basis for improving tkevise recovery process and to support
actions that focus on managerial performance, icaelso establishes reliability in strategic

business to business alliances.

Service recovery could be thought of as a triplstay. One element of the system is
customer recovery, and the main points to consater as follows: how to satisfy the

customer following a failure, the impact of recoy@n loyalty, and the impact of recovery

on profit. The second element is process recovarthis element failure types and impact;
profiling service failures; the links between opienmal factors and customer outcomes and
financial outcomes; the impact of system reliabilion service recovery; process

improvement; and collecting, analysing and inteipgefailure data should be considered
Michel (2008).

The third element is employee recovery; employetenofind themselves sandwiched
between customer pressure and intransigent managemneunchangeable organisational
policies and procedures, and despite these issugst, be proactive in solving a problem.
Immediate recovery after the failure ensures that company have the good image or
reputation (Wirtz and Mattila 2004).

Johnston and Clark (2008) considers service rega®involving attempts to identify actual
and potential failures in advance, correct them arake improvements to the process of

service delivery.

R101540B 15



Gronroos (2007) and Mattila (2004) agree on theetsinat service recovery entails solving
actual and potential problems resulting from servi@ilures during the service encounter
between the provider and the customer. From th@eabogument, it can be concluded that
successful service recovery plays a crucial roleetarning customers from dissatisfaction to
satisfaction. Lewis (2004) demonstrates that satigin levels can be higher after these

encounters than if there had not been a probleimeifirst instance.

2.1.2 Benefits of customer retention

a) Customer satisfaction

Gerpott et al (2001) propose that satisfactionaiseldd on a customer’s estimated experience
of the extent to which a provider’s service fulfiis or her expectations. Satisfied customers
are less price sensitive, buy additional produats,less influenced by competitors and stay
loyal longerZineldin (2000). Ovenden (1995) argues that orgdities must be aware of
how well or badly its customers are treated. Custamarely complain, and when someone
does, it might be too late to retain that customsrcustomer tenure lengthens, the volumes
of purchases grow and customer referral increaseul@&neously, relationship maintenance
cost fall as both customer and supplier learn natweut each other because fewer customers
churn and customer replacement cost fall. Finaitgined customers may pay higher prices
than newly acquired customers, and are less likkehgceive discounted offers that are often
made to acquire new customers (Aspinall et al 0@l Reichheld 1990).

Gerpott et al (2001) and Reichheld (1990) agredhenview that satisfied customers are
willing to pay more than what new customers do argl less influenced by competitor's
hence high retention rate. Although customer satigin is important, it is not equally

important to the company.

There are many customers whose satisfaction isifegertant, such as those a company
cannot serve or who are unprofitable and on therottand, there are customers whose
satisfaction is crucial to a company survival ahd goal should always to satisfy those
customers (Bhote 1996).

Athanassopoulus (2000) discusses satisfaction entetedent of customer retention. The
results of his study indicate that product innoxertiess, staff service, price, convenience and
business profile are dimensions of customer satista Appiah-Adu (1991) finds that the

most critical element in retaining customers isabmpany philosophy.
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He also stresses that there is a difference betwatsfaction and complete satisfaction and

that the goal of an organisation should be to aehtbe latter. In disagreement, Reichheld

and Spinali (1993) argue that customer satisfactmes not necessarily lead to repurchase or
retention as indicated by Gerpott et al (2001).

However, authors agree that customer satisfactiad tocustomer retention since all of their
views on company activities are directed towardgamer satisfaction. Thus an organisation
should strive to shun bad treatment of customedsugold a culture of excellent treatment
to allow for customer satisfaction hence long teetationships which result in high retention

rates.
b) Cost reduction

Relationship costs fall as both customers and sngpearn each other. As fewer customers
churn, replacement costs fall, Aspinal et al (20@)stomers could defect at a rate of 10-30
per cent per year but however, a decrease of onpgrscent in customer defection can
increase profits up to 95 per cent depending whi industryReichheld (1996). Kenny
(1990) argues that this reduction is as a resutustomer retention which results in longevity
effects. Lindgreen et al 2000 .p 295 for exampl@pote that “it can be up to ten times more
expensive to win a customer than retaining a custoamd the costs of bringing a new
customer to the same level of profitability as tbhst one is up to 16 times more.” The
research by Reichheld and Sasser (1990) which founthat it costs 5 to 10 times to acquire
a new customer than it is in retaining existing toogers. Lindgreen et al (2000) and
Holmund (1996) concur on the idea that customemitein lead to cost reduction as it cost

much to acquire a new customer than to serve tiséirgx one.
c) Customer value

Customer value is a strategic weapon in attraciimgj retaining customers and has become
one of the most significant factors in the sucaddsoth manufacturing business and service
providers (Zeithaml 1998).

Woodruff (1997) defines customer value as a custoperceived preference for, and
evaluation of, product attributes, attribute parfances, and consequences in terms of the
customer’'s goal and purposes. Butz and Goodste996(1view customer value as the

emotional bond established between a customer gmddaict after the customer has used a
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salient product or service produced by that suppAdthough these approaches differ, it is

clear that there is a point of consensus.

Customer value linked to the use of certain proglatd services and customer value is
perceived by customers rather than being objegtidetermined by the sellers and other
stakeholders.

Flint et al (1997) define customer value as theéarsr’s perception of what they want to be
happened (i.e. consequences) in a specific kirgiteétion, by offering a product or service
in order to accomplish a desired purpose or goagreement to Flint et al (1997), Woodruff
(1997) contributes that value is created by praglaid services when the benefits they
deliver (i.e. positive consequences) help custontersachieve their goals in various

situations.

Customer value can be better understood in termisuofkey dimensions each of which may
play a different role in the customer perceptiomcess and thus contribute directly to

customer relationship management performance:

“Emotional value” refers to the utility derived frothe affective states that a product
or service generates.
» “Social value” refers to the social utility derivédm the product or service.
* “Functional value” refers to the utility derivedofn the perceived quality and
expected performance of a product or service.
» “Perceived sacrifice” refers to the loss deriveairirthe product or service due to the
increment of its perceived short term and long-teasts. (Wang et al 2004 .p 172)
In contrast to those scholars who have arguedpateived value consist of only benefits
(Hamel et al 1994), Woodruff (1997) posits that tooser value is derived from the
perception, preferences, and evaluation of custeraed that any consideration of value
should account on these factors. Wang et al (2@@fcur with Woodruff (1997) that

customer value entails getting benefits and gigagrifice components.
d) Employee satisfaction

According to Reichheld (1990), customer retentioinds benefits such as employee

retention and satisfaction, better service, lovasts, lower price sensitivity, positive word of
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mouth, high market share, higher efficiency andchargproductivity habit. There is a strong

link between employee satisfaction and customentiin.

Customer retention lead to higher employee satisfa@s employees will be delighted and
therefore stay longer with the company (Reichh&80). Improved customer retention can
lead to an increased level of employee satisfactibmch leads to increased employee
retention and which feeds back into even greatstoooer longevityReichheld (1990).

However, Parker et al (1994) argue that empowermenglso essential for internal
customers’ satisfaction. Indeed, studies on empowet reveal that it is positively
associated with employees’ satisfaction (Parkealet994). In agreement to Parker et al
(1994), Hoffman (2002) states that empowermenticgomove employee motivation and job
satisfaction thereby leading to the provision o&lgy services and improved relationships

with customers.

2.2 Causes of customer dissatisfaction

Defections and complaints do not just begin on rtlmvn; there is always an event
beforehand. Dissatisfied customers do not only thier business away, but abandon the
company and tell others how bad their experiendk thie company is. According to Kottler
(2001), 95% of dissatisfied customers do not compthey just stop buying.

a) Lack of customer focus

The most important and common reason for custométcting is indifference and
inattention of the business and from the custonmntpof view, lack of reason to stay,
Rockstrone (2002). Kelly (1994) argues that somesiprocedures may require customers to
fill out long and complex applications forms andyde detailed personal information before
a sale can be completed.

Above authors have agreed on the aspect that @ajaons sometimes set up their business
processes in the way that make complications tdomeys, making service delivery

complicated and therefore become poor to customers.

With this argument, Rockstrone (2002) and Kelly 94p clearly show that the way an
organisation deliver its service to customer hastrang impact on the retention rate of

customers.
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In full support to the above authors, Checklandd@®0Opostulates that organisations should
consider customer focused approaches to the imprewe of business processes by
developing a construction which systematically isgil customer feedback in form of
customer complaints to achieve process improvenimitsat strategic and operational level.

The basic idea is that it is not enough to makectimeplaining customer satisfied, but that the
main complaint information should feedback to tlual processes where the fault causing

arose and where it can be removed thus avoidingdusimilar error€heckland (2000).

From above arguments, it can be noted that authgmse that organisations need to have
their much focus on customers so as to reduce roestalissatisfaction and defection. It

should also be noted that lack of customer focug aiso include other variables such as
failing to meet customer needs in terms of merclsgndnd variety which can also lead to

customer defection.
b) Poor service recovery techniques

According to Keaveney (1995), service recovery ¢nasvn because bad service experience
often leads to customer switching which in turndiedao lost customer life time value.
Keaveney (1995) adds that service failure and [geovice recovery are a major cause of
customer defection. It has been found that it igicilly unrealistic to have a perfect
organisation with no complaints from customers,s&ta2001). As a result it is prudent for
organisations that hope to survive competition gnolw to pay close attention to their
customer complaints responses and delivery stategasures to manage them. Keaveney
(1995) suggests that neglecting customer complaindsit product or service delivery could
lead to customer switching to competitors, whichtum affect profitability and long term

survival of the enterprise.

In agreement to Keaveney (1995), Moorman et al 12@ntributes that service failures
negatively impacts customer’s trust in an orgaiosasince it reduces a service provider’s
perceived reliability and one’s confidence in arnfirEkman (1996) also argues that poor
support in soliciting feedback especially complaioh service and product quality can turn

away customers.

Defects or dissatisfaction in any encounter dusegvice delivery may also cause negative
responses from customers such as negative wordofitnhatred of sellers or reluctance to

repeat purchases, all of which may potentially hbusiness profitability or reputation, Davis

R101540B 20



(1994). Thus when service failure occurs, serviavigers must take immediate recoveries

to retain their customers.

According to Keaveney (1995) and Moorman et al 8)9@ustomer dissatisfaction is as a
result of service failures and poor service recpuwechniques while Glaser (2001) takes
dissatisfaction as a result of poor complaint hauwgdprocess. However, they agree on the

fact that complaint handling may lead to dissatisten if not managed properly.
d) Poor product and service quality

According to Borg (1996), poor product or serviaealty is the major cause for customer
dissatisfaction. When expectations are not metjcequality is deemed unacceptable and
dissatisfaction occurs, Fitzsimons (2006). ShaBd06) also argues that service quality is
defined as the difference between customer expacsadf service and perceived service. If
expectations are greater than performance, thaeped quality is less than satisfactory and

hence dissatisfaction may occur.

Olsen (1992) disagrees with Borg (1996) and asdkés technological change may also
result in poor products and purchase of a singbeldy product or a suffered service failure
brought by change in technology can also caus®wess to defect. According to Granbois
(1992), the consumption evaluation process can bscribed as confirmation or
disconfirmation paradigm. Where customers comple# ftinitial expectations for product
performance with perceived product performance aotice whether a difference exists.
Confirmation occurs when a product performs as ebgok contributing to satisfaction and
disconfirmation between prior expectations and qremince, respectively leading to
dissatisfaction, Leavitt (1992).

Borg (1996) supports the view that poor productliuéeads to customer dissatisfaction.

Olsen (1992) is more on technological change thay tead to products or services being
out-dated as the main causes of customer dissdittsfaHowever, authors have agreed that
any source of poor product or service quality leadustomer dissatisfaction which can then

finally lead to defection.
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e) Failure to fulfil promises

Throughout the extended consumption process, pesm&e made, enabled and kept.
According to Gronroos (2007), promises are madeutyin external marketing, enabled

through internal marketing and kept through intevacmarketing.

Customers always decide not to come back to a éssiwhen they have expectations that
the business’ service or product is not fulfillinipdh (1988). Customer satisfaction depends
on the product’'s perceived performance relativethe buyer's expectationdrmstrong
(2004). If the product performance falls short gpectations, the customer is dissatisfied.
From the definition by Lindh (1988) customer dei@atis as a result of failure to meet
satisfaction while Koekomoer (1998) postulates thas as a result of poor product and

service marketing.

Lindh (1988) and Koekomoer (1998) agree that failtor meet customer expectations will
lead to an increase in defection rate. When expentare not met on product or service
quality, customers get dissatisfieditzsimons (2006). Sasser (1990) disagrees with
Fitzsimons (2006) that customers do not alwaysdgetatisfied as a result of poor products
but also with their link with employees. If empl@ge are dissatisfied, automatically

customers will get dissatisfied.

However, from above arguments authors agree thatdao fulfil customer expectation will

lead to high customer defection rate.

2.3 Brand loyalty

Assael (1992) defines brand loyalty as a favouratilude towards a brand, thus resulting in
consistent purchases of the brand over time. AGk891) identifies brand loyalty as a key
determinant of brand choice and brand equity. Btaydlty refers not only to one’s tendency
to repurchase the same brand time after time,lbatta have a psychological commitment or
attitudinal bias towards the brand (Wells et al 200 hus the brand loyal customer not only

buys the brand, but refuses to switch even wheeibetfer comes along.

According to Jacoby (1971) brand loyalty is a reépparchase which is a function of
psychological processes. The definition of Jacd®7{) concurs with that of Wells et al
(2003) on the view that brand loyalty entails reépparchases, but this repeat purchase
behaviour is not just an arbitrary response, batrégsult of some preceding factors such as

psychological factors.

R101540B 22



Building brand loyalty has been seen by various@st as taking numerous forms overtime.
Initially, mass awareness advertising campaignsewesed almost exclusively to build a
brand image, with hopes that a strong brand imagddwbe enough to establish brand loyal

customers (Wells et al 2003).

The long held belief that customer’s loyalty topeaific brand represent not only a source of
on-going sales, but more profitable sales as wal§ prompted firms to invest significant

resources in the development of brands. In agreetoethis statement, Baldinger (1996)

argues that for a firm to be a dominator in thekagplace it only needs product volumes but
to be a profitable market dominator, a firm needmntl loyalty. Webel (1973) contributes

that while many definitions tend to focus on thendgoural aspects (i.e. if a customer
purchases brand A three times out of four timesprhghe may be considered brand loyal),
these types of operationalization tend to confusadbloyalty with repeat buying behaviour-

yet a distinct construct.

Repeat purchase however, is not sufficient evidesfcbrand loyalty. Brand loyalty also
reflects attitudinal aspects. In support to thewief Webel (1973) that repeat purchase
should not be totally qualified as brand loyaltgyKer (1973) define brand loyalty as having

six conditions which are:

* the biased (i.e. non-random)

» behavioural response (i.e. purchase)

» expressed overtime

* by some decision-making unit

» with respect to one or more alternate brands osatiof brands; and

* Is a function of psychological processes
Keyner (1973) therefore differentiates betweenrépeat buying behaviour and brand loyalty
with the sixth requirement-psychological processgght (1997) repeats the earlier warning
not to confuse behaviour with brand loyal behavidig notes that repeat behaviour can be
bought through bribes such as price discounts angans. Bloemer et al (1994) similarly

differentiates between true brand loyalty and sjugibrand loyalty.

Although the behavioural aspects of the two cowtériare the same, true brand loyalty

requires psychological commitment while spuriouglty is a function of inertia.
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In contrast to the above views, Dick et al (1994ue that even a relatively important
purchase may not reflect true loyalty to a produmit merely results from situational
conditions such as brands stocked by the retdilewever, Light (1997) and Bloemer et al
(1994) agree that repeat purchase is not suffi@antigh to conclude brand loyalty but true

brand loyalty requires psychological commitment.

2.4 Customer satisfaction and customer retention

Athanassopoulus (2000) regards customer satisfeai@n antecedent of customer retention.
In agreement to Athanassopoulus’ argument, Hud2006) views customer satisfaction as
an antecedent in fostering customer retention eantaffect the buyer’s decision to continue
a relationship with the organisation. Hallowell 989 argues that customer satisfaction on its
own cannot produce life time customers even thosafisfaction can result in retention.
Spreng et al (1995) disagree with the above authidhstheir view that a company is more
likely to retain customers by encouraging compkiand then address them than by

assuming that the customer is satisfied.

Spreng et al (1995) is more on addressing custmmaplaints to retain customers while
Hudson (2006) and Athanassopoulus (2000) are morersuring satisfaction before a
customer is retained. From these arguments it eamobed that all the authors are coming to
the same point that customers are retained if #ieytaken care of hence an agreement on

customer retention.

Zineldin (2000) also states that customer satigfadias a direct link with retention in that a
satisfied customer is less price sensitive, buyit@adl products, are less influenced by
competitors and stay longer with the business. kBon (2000) argues that satisfaction
increase customer retention, and customer reterdigmends on the substance of the
relationship between partners. Zineldin (2000) &nidkson (2000) agree on the view that
customers are satisfied first before retained Igy@oisations hence satisfaction an antecedent

to retention.

Gerpott et al (2001) suggests that customer rewerdnd customer satisfaction should be
treated as distinct, but causally interlinked comgs. According to them, customer
satisfaction is a direct determining factor in omsér loyalty, which in turn, is a central

determinant of customer retention.
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In agreement to Gerpott et al (2001), Stauss @04l1) adds that satisfaction is merely a step
towards the goal of retention, and that retentidfecés increase with the degree of
satisfaction. From arguments suggested above ibeasoncluded that customer satisfaction
and retention should be viewed separately, asfaetisn is a step towards achieving

retention.

It has been noted from the discussion that a cuestaesnfirst satisfied to become loyal and

then finally retained by an organisation.

2.5 Brand loyalty and customer retention

Relationship marketing has shown much concerndgalty because of benefits associated
with retaining customers and activities involveditirwhich are aimed at developing long-
term, costs effective links between organisationits customers. Before a relationship with
a customer can develop, loyalty must be presenallaustomers are reported to have higher
customer retention rates, commit a higher sharineif category spending to the firm, and

are more likely to recommend others to become ouste of the firm, Zeithmal (2000).

Brand loyalty has direct impact on retention as ynasearchers have claimed that loyalty
occurs when the customer feels so strongly thabrganisation can best meet his or her
relevant needs, that a company’s competition isi@ily excluded from the consideration set
and the customer buys almost exclusively from gawisation, referring to the organisation
as “their company”, Shoemaker (1999). Oliver (19889ommends that loyalty is a deeply
held commitment to rebuy or re-patronise a pretempeoduct or service consistently in
future, thereby causing repetitive same brand mreslarand set purchasing despite situational
influences and marketing efforts having the potdnt cause switching behaviour. Dawling
(1997) suggests that loyalty programmes are of&drup to encourage customers to enter
lasting relationships with an organisation by redirag them for patronage.

From arguments suggested by Dawling (1997) ande®I{¥997), loyal customers usually
show deep commitments for certain brands callingldag standing relationships between
customers and brands, and this result in high oustaetention rates. In full support to
Oliver (1997), Orr (1995) cites that there is aklibetween customer retention and
satisfaction, loyalty and profitability when Orr9@5) states that the best way to get repeat
business for a company is by loyalty programmesjudent-buyer clubs, good service and fair

price.
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Webster (1991) also cites in Ayala et al (1996)t thesearches have indicated that
assessments of quality and satisfaction are drititahe process by which a customer
develops a positive attitude towards a particubgpeeence, makes repeat purchase and
develops brand loyalty.

Webster (1991) agrees with Oliver (1997) that wbestomers develop deep commitments to
brands they make repeat purchases with organistitegnbecome loyal to those brands and

finally establish long relationships which resulthigh retention rates.

However, it should be noted that there is a stnalgtionship amongst customer retention,
customer satisfaction and brand loyalty, and themgables cannot be separated. These
variables interlink each other to the same goaleténtion. In support to this view, Lewis
(1999) postulates that we can have satisfactiohowit loyalty, but it is hard to have loyalty
without satisfaction. While there is no guarantes & satisfied customer will return or repeat

purchase, it is most certain that a dissatisfieslaraer will not return, Dube et al (1994).

Hallowell (1996) also adds that the major impor&ant satisfying customers is to make them
loyal to their products and services and retaimittier their life time. In every industry or

market there are numerous competitors or busineganzations producing goods and
services to succeed. Therefore, business orgammzatiave to ensure that they put their
strategy in the right order to satisfy their custosnin order to differentiate their products and
services. As a result of this, customers will beeampetitive to the business organization

that satisfies them and prefer staying as londeg are always satisfied.

2.6 Summary

The key components highlighted by this chapteruide| the concept of customer retention,
the views by different authors on the subject oftomer retention strategies which are:
customer service, key account management, intemaketing, complaint management,
communication, total quality management and semgcevery. Literature was also reviewed
on the relationship among customer satisfacticandioyalty and customer retention as well
as benefits associated with investing in custora@mtion and those factors which contribute
to customer dissatisfaction. Success of the concalfd for the co-operation of employees
and managers as their attitude goes a long wagtermining satisfaction and retention of
customers. The next chapter is to look on how éisearch is to be carried out.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

The major part of the information gathered for tpi®posed study constituted primary,
published market analysis reports and secondargarels specifically from FAVCO.
Information regarding customer retention was olg@dinfrom extensive research into
secondary sources that served to illustrate presesmt FAVCO may use in establishing a

forward mind of doing business.

3.1 Research design

Bryman et al (2003) define research design asimglaio a method employed when
evaluating business research. It is thereforeradveork for the generation of evidence that is
suited both to certain set of criterion and torésearch questions in which the investigator is
interested. Peterson (1982) defines research dasignformal written set of specifications
and procedures for conducting and controlling @aesh project. A research design as noted
by Bryman et al (2003) and Peterson (1982) theeelhar defined as a plan and structure of
investigation conceived to achieve the set of dhjes. It constitutes methods of data

collection, data sources and ways of analysing claitacted.

In this research, case study research design alltiveeresearcher to collect data qualitatively
using in-depth interviews and questionnaires. Aftellecting data, case study research
design also enabled the researcher to presentretgsa data quantitatively through the use

of tables, graphs and charts.

3.1.1 Case study

Robson (2002) defines case study as a strategyddorg research which involves an
empirical investigation of a particular contempgrahenomenon within its real life context
using multiple sources of evidence. It is feastolecarry out case study research because it
generates answers to the questions why, what awdohohe research. Lewis et al, (2007)
contributed that case study allows data collectiechniques to be used in combination

resulting in triangulation.

The researcher in this case used both descriptidegploratory case studies.
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Descriptive case study was used to describe inildii&a current practices of customer
retention as used by FAVCO to enhance brand loy&iploratory case study was used to
explore areas which had inadequate informatiort, Wes to see how customer retention
strategies were implemented at FAVCO and how effecivere they in enhancing brand
loyalty. After exploring these areas which had infation deficiency, the researcher

provided more literature as solution to the problem

3.2 Targeted population

Bryman et al, (2007) define population as the uisi@ef units from which a sample is to be
selected. According to Saunders et al (2007), @djoul refers to the complete set of cases or
group members from which a sample is to be seledethrget population is the actual
population from which the research will be geneeadi According to Schoel et al (1995),
‘Population is the frame from which sample items selected.’ It is upon the population that

results of the study are generalized.

In this research, the target population was reptegeby 77 respondents. The target
population constituted 34 corporate customers(&l$é and Food world outlets in Harare), 40
employees and 3 managers from FAVCO. The three gemsawere heads of Sales,
Operations and FMCG departments at FAVCO. Thesarttapnts were the only ones
considered relevant to the research study by tbeareher, out of the ten departments that
FAVCO had. Heads from these departments were cHoséhe research study because they

had relevant data which the researcher used toaanssearch objectives.

Buyers were specifically targeted by the resear@ioen the corporate customer group. They
were selected to be respondents to this study becati their role in buying and their

interaction which they had with FAVCO as a supplidowever, branch managers from retail
outlets were not considered relevant to this stagythey had no direct interaction with

suppliers but simply were overseers of all reteiivaties.
3.3 Sampling methods and sampling techniques

3.3.1 Sampling procedure

Sampling procedures are also referred to as sagplpproaches, sampling methods or
sampling plansThe researcher used both probability and non-piibtyasampling methods.
Probability sampling has been defined by Coopeale2004) as a controlled procedure
which assumes that each element has a known norclaance of being selected.
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Non probability sampling provides a range of aléére techniques based on researcher’s

subjective judgment, Saunders et al (1997).

In this research study, the researcher used judgameampling method to select
departments which were important for the reseatuatiysout of ten departments that FAVCO
had. Departments selected were the Sales, FMCG Qpetations and these were the
departments that could give the researcher appatepdata to answer research objectives.
Convenience sampling method was used again as grobability sampling method to
select employees who were on duty during the timeerésearch was conducted. Employees
were specifically selected from the Sales, FMCG @pérations departments. This was done

to save time and to ensure high reliability of tesu

Cluster sampling method as a probability samplirgghmd was used to select buyers from
the corporate customer group. Cluster sampling atetivas adopted because corporate
customers had two discrete groups which could Bedcalusters. Corporate customers were
categorised in two clusters, the OK cluster andRbed World cluster. OK cluster had 27
retail shops and the Food World cluster had 7 Irebaips, albperating in Harare, to make a
total of 34 retail shops. Since a total of 12 teshops from both clusters were required to
make part of the sample, 25% of total Food Worlgiteshops was chosen using simple
random sampling method from the Food World clustgom OKs, 75% was also chosen
using simple random sampling method to come up withtal of 12 retail shops in Harare

town which formed part of the sample.
Sample size

Lancaster (2005) defines a sample size as implyiagbset of the entire population targeted.
The use of a sample size saved time than if treareber had used a census. Apart from time
saving, the sample enabled more important infomnato be sourced and chance of non-
responses were less than if census method was Tisedarget population, from which the
sample size was derived, covered the followinggmaies:

 Managers
* Employees

» Corporate customers ( Buyers from OK and Food Wiatdil shops in Harare)
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Managers who formed part of the sample were thaseagers from 3 departments out of 10
departments that FAVCO had, which were selectectlasant to the research study by the

researcher. The departments included the Salesatipe and FMCG.

These managers were considered relevant to tharcbsstudy by the researcher as they were
the only ones who could provide important datartewaer research questions.

Table 3.3.2 Sample size

Respondents Total | Sample size
Managers 3 3
Employees 40 13
Corporate customers 34 12

77 28

However, the sample size proposed constituted ofreé2®ondents and this was a true
representation of the total targeted populatiothasresearcher had to meet deadlines as per
the requirement of Midlands State University.

3.4 Data sources
The researcher relied on two sources of data wdmelprimary and secondary sources.

a) Primary data

Primary data was collected through questionnaires ia-depth interviews. Cooper et al,
(2004) define primary data as original works ofeaash or raw data without interpretation or
pronouncements that represents an official opinmioposition. These include memos, letters,
complete interviews or speeches. Data was collettitemligh questionnaires designed for

employees and corporate buyers.

The researcher distributed all questionnaires tpleyees and corporate buyers physically

and then collected them after two days. In ordettlie researcher to complement data from
guestionnaires, interviews were considered bydkearcher. A total of three interviews were

conducted with Quality control manager from Openadi department, Sales manager and the
FMCG manager at FAVCO.
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b) Secondary data

Cooper and Schindler, (2004) referred secondarg dat interpretations of primary data.
Newspaper articles and journals and most newseastgonsidered secondary information
sources. Internally, sales analysis, summaries iamestor annual reports and company
previous researches will form part of secondaryssias they are compiled from a variety

of primary sources.

In this proposed research, company records, maregaeports, journals and other previous
researches of the company were used to gatherdmgotata. Collecting secondary data was
economical as it saved time, money and effort efrsearcher. This enabled the researcher
to do a rapid and quick collection of data, savinge as well as complying with deadlines.
However, some of the secondary data available &@®@ did not suit the requirements of

the study.

3.5 Research instruments

In-depth interviews

Cooper et al (2004) defines in-depth interviewsaasvo way conversation initiated by the
interviewer to obtain information from a respondentdepth interviews were suitable for

this survey particularly to managers as the inereir probed for more relevant information.
The researcher used predetermined list of struttquestions for the interview sessions to
save time. According to Jankowiez (1997), respotsdenan in-depth interview should be

chosen on the basis of their specialised knowledgjger than on random basis. In-depth
interviews were conducted at FAVCO starting witle tfMCG manager, followed by the

Sales manager and finally the Quality control manadhese interviews were done to
complement data from questionnaires. In-depth weers allowed the researcher to solicit
information on what the company did to retain iteptoyees and corporate customers in

enhancing brand loyalty.

In-depth interviews gave the researcher currenti@tailed information as the researcher had

personal conversations with respondents

Questionnaires
Cole (1996) defines a questionnaire as a docunesigided to solicit information appropriate
for analysis. The written documents were given éspondents to make completion.

Questionnaires were self-administered and were &etgpby respondents.
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These questionnaires were delivered in person th ead every respondent and also
collected in person by the researcher.

The format of the questionnaire was structuredormfof a pre-determined set of questions
with answers listed, where respondents would beired, to indicate by ticking on their
choices and also open ended questions where rempisngould express their views using
their own words in writing. All questionnaires whi@amounted to 25 were delivered in
person to each and every respondent giving themuginime to complete questionnaires
conveniently. The researcher collected questioesaafter three days of the distribution
processQuestionnaires enabled the researcher to explarexamine relationships between

variables like the cause and effect relationships.

3.6 Ethical considerations

The researcher sought approval latter from botimftbe institution and the company to
conduct a proposed research study. The need féideahality to participants was respected
as well as practising caution in safe guarding amast and company information. The
researcher acknowledged work done by others thatr@feaining from the act of plagiarism.

Finally, the researcher maintained objectivity dgrdata collection, analysis and reporting

stages.

3.7 Data collection procedure

In-depth interviews and questionnaires were useldpaocedures followed in each and every
data collection process were highlighted. Quesages targeted employees and corporate
buyers. Questionnaires were distributed in persothb researcher and were collected after
two days of the distribution process. The secorsfrument which was also used in this
research was in-depth interview, which was condlasing a predetermined list of
structured questions. These in-depth interviewsewsemducted with managers at FAVCO

specifically from Sales, FMCG and Operations deparits.
3.8 Validity and reliability

3.8.1 Reliability

Joppe (2000) defines reliability as the extent tock results are consistent over time and an
accurate representation of the total populationeurstudy. If the results of a study can be
reproduced under a similar methodology, then tlsearch instrument is considered to be
reliable. To ensure reliability, the researcher dugdangulation method to take into

consideration objective and subjective methods actmunt.
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3.8.2 Validity

Joppe (2000) provides the following explanationvbiat validity is in quantitative research:
Validity determines whether the research truly meas that which it was intended to
measure or how truthful the research results aregularanteeing validity throughout the
research, care was taken by the researcher in #men in which questions during the
interview were asked. Long technical and ambiguspuestions were avoided as they would
confuse respondents in questionnaires.

A self-administered questionnaire was designedchvinas directly aligned with the research
objectives. Necessary adjustments were made toqtiestionnaire, basing on feedback

obtained from the pilot study.

3.9 Data presentation and analysis

Cooper et al (2004) define data analysis as inmglvreducing accumulated data to
manageable sizes, developing summaries, lookingpfdterns and applying statistical
techniques and tools to derive meaning out of @cdkding to Cochran (1994), tabulation is a
job of summarising raw data into understandablenfoinformation obtained through in-

depth interviews and questionnaires was presenttteifollowing formats:

 Tables
* Charts
* Graphs

The researcher also used a qualitative method alfysing data which is called thematic
analysis. Meaningful patterns and themes were éeeriafter data has been grouped into

themes that helped to answer research questionseRE003).

Themes may be directly evolved from the researchstipns predetermined before data
collection or naturally emerge from data as thelgis conducted. Under this research study
the researcher derived themes after the study Bad bonducted to derive meaning out of

data collected.

4.0 Summary

The chapter identified the research methodologsearch design, research instruments and
sampling methods used by the researcher in doiagrékearch study. This chapter also

revealed how data validity and reliability was asiad.
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CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF
FINDINGS

4.0 Introduction

This chapter gives a summary of findings to theeaesh study and includes the results of
guestionnaires and interviews conducted by theareber. The researcher used both
gualitative and quantitative data, collected topgupthe qualitative data that was useful to
understand the concept of customer retention aaddbloyalty. Data was analysed using
tables, pie charts and graphs as well as presameddanalysed according to the research
guestions and objectives. Data from interviews a0 analysed thematically using a

thematic method of analysing qualitative data.

4.1 Response rate

A sample which was made up of three groups of mewals chosen to provide information

regarding the concept of customer retention strasethhat could be implemented to ensure
brand loyalty. These groups were namely; managemeantloyees and corporate customers.
From guestionnaire results, the following is th@imation from the responses obtained from

the selected sample.

Table 4.1.1 Response rate of questionnaires

Respondents| Number of | Number of | Number of | Response | Non-
questionnaires| returned not returned | rate response rate
distributed guestionnaires| questionnaires

Employees 13 11 2 85% 15%

Corporate 12 11 1 92% 8%

customers

Total 25 22 3 88% 12%

Source: research respondents

From the fig above, 13 employees were chosen tpores to questionnaires and 11
employees out of 13 employees responded. From &&tiganaires distributed to corporate
customers, 11 corporate customers responded. Hponmee rate was good with 88% of
corporate customers and employees responding tgubstionnaires and 12% represented
non-response rate during the data collection pefiwdm such a response, findings were
relied upon and also research finding became nuerate.
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Robertson (2002) contributes that the responsewhieh is above 83% is good enough for

the researcher to continue with the research siadiyproduces valid results.

4.2. ANALYSIS OF FINDINGS FROM CORPORATE CUSTOMERS AND
EMPLOYEES

4.2.1 Customer retention strategies used by FAVCO.
The table below shows major customer retentionegiras that were visible to both corporate

customers and employees which FAVCO used to ré@sgorporate customers.

Table 4.2.1:Customer retention strategies used by FAVCO

Respondents Response rate
Retention strategy Corporate | Employees | Corporate | Employees
Customers customers
Customer service 5 5 45% 45%
Total quality management 10 5 91% 45%
Complaint handling management 6 3 55% 27%
Communication 6 1 55% 9%

Source: research respondents

From the results above, 45% of corporate custorards45% of employees believed that
customer service was one of the retention stragetiat FAVCO used, 91% of corporate
customers and 45% of employees indicated totalityuadanagement as another strategy
which FAVCO used. From the customer complaint managnt side, 55% of corporate

customers and 27% of employees viewed complaintllrgnas part of customer retention

strategies used by FAVCO to retain its customeirsally, 55% of corporate customers and
9% of employees acknowledged that communication alas part of customer retention

strategies used by FAVCO in retaining corporatgéarusrs and influence their commitments
towards FAVCO brands.

From the above results it may be concluded that wfosorporate customers and employees
were aware of these customer retention stratebesRAVCO used to retain its corporate
customers. However, it is noted that more corpocattomers than employees on each and

every strategy knew these customer retention giesgtdetter.

4.2.2 Evaluation of Customer service

The table below shows both customer and employ&®gsaon the customer service which

FAVCO used as a customer retention strategy.
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Table 4.2.2:Evaluation of Customer service

Respondents Response rate on customer service
Rating Corporate | Employees | Corporate | Employees
customers customers
Poor 3 1 27% 9%
Fair 2 3 18% 27%
Good 4 2 36% 18%
Very good| 3 5 27% 45%
Excellent | - - - -

Source: research respondents

Figure 4.2.2:Evaluation of Customer service
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Figure 4.2.2 above illustrates results of both corporate custsnand employee ratings on
customer service used by FAVCO to retain its custemThe results were centred on the
guestion that asked both employees and corporamers to rate customer service as

offered by FAVCO. According to results from emplege 45% rated customer service as

very good, 18% rated theirs as good, 27% as fair9& as poor.

In respect to customers, 25% of corporate custohrears rated customer service provided by
FAVCO as very good, 33% rated as good, 17% asafair only few represented by 25%
rated the technique as poor. Although employees hetvown high response rates in
commenting customer service strategy as effecttveias however, the response rates of
corporate customers that could pass a conclusighismatter. From the corporate customer

response rates it may be concluded that FAVCO veasefiectively using the strategy to

retain customers and that there are some improvsrtigat need to be done.
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4.2.3 Evaluation of Communi

cation

Table 4.2.3below shows results of both corporate customer emgloyees’ ratings on

communication as a customer retention strategy bgéeAVCO.

According to Reynolds (1998), customers must be &blcontact the organisation to return

products, to contact technical support and to comoate with customer service

representatives and so corporate customers andogess were asked to rate the way

FAVCO communicated with corporate customers andaeses were as showntable 4.2.3

andfigure 4.2.3

Table 4.2.3: Evaluation of communication

Respondents Response rate on communication

Ratings Corporate | Employee | Corporate | Employees
customers |s customers

Poor 2 1 18% 9%

Fair 5 - 45% -

Good 2 5 18% 45%

Very good 3 5 27% 45%

Excellent - - - -

Source: research respondents

Figure 4.2.3: evaluation of co

mmunication

50%
45%

40%

35%

30%

M corporate customers

25%

20%

2

H employees

5
2
15% -
1
10% -
5% - )
0% n T T

poor fair

good

0 O

very good

excellent

Source: research respondents

Figure 4.2.3 above illustrates results of both customers angl@yees ratings on the

effectiveness of the way FAVCO communicated wishciistomers.
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Results revealed that both corporate customersearmmoyees had different ratings on the
way FAVCO communicated with its corporate custom@ise results were centred on the
guestion that asked both employees and corporattoroers to rate the way FAVCO
communicated with customers. According to restritsn employees, 45% of employees
rated FAVCO communication as very good, 45% agated theirs as good and 9% as poor.

According to corporate customer results, it hachbeated that 27% of corporate customers’
rated FAVCO communication strategy as very goodp 18ted the communication as good,
45% rated it as fair and few respondents acknowdedfat the communication was poor
which were represented by 18%. Though high emplogsponse rates on communication as
an effective strategy, the company could have heghequately using this strategy to retain

corporate customers.

From these results it may be concluded that thexesame improvements that need to be
done in terms of communication as a strategy ugeBAVCO. Hollesen (2003) postulates

that communication is central to relationship m#rngeand any buyer to seller relationship

should be evaluated and reconstructed based orahuattnmunication.

4.2.4 Evaluation of product quality
Table 4.2.4below shows ratings from both customers and empyen the quality of

products which FAVCO provided to customers.

Table 4.2.4: Evaluation of product quality

Respondances Response rate on product quality

Ratings Corporate Employees | Corporate | Employees
Customers customers

Poor 2 - 18% -

Fair 3 4 27% 36%

Good 3 4 27% 36%

Very good 2 2 18% 18%

Excellent 2 1 18% 9%

Source: research respondents
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Figure 4.2.4: Evaluation of product quality
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Figure 4.2.4above illustrates results of both employees angarate customer ratings on
the quality of products and services offered by EAY to its corporate customers. These
results were centred on the question that askdd drployees and corporate customers to

rate the quality of products and services offerg@AVCO.

According to results from corporate customers, 18%ed their quality experience as
excellent, 17% rated theirs as very good, 27% r#teds as good, 27% rated theirs as fair
and 18% rated theirs as poor. However, from thelieby employees, 9% rated their quality
offer to corporate customers as excellent, 18%drtteirs as very good, 36% rated theirs as
good, 36% again rated theirs as fair and no ortbesh rated their quality offer to corporate
customers as poor. From above results, it was \detwat though employees had indicated
their quality offer as good to their corporate onsérs, there were some improvements that
needed to be done in order for the company to agberellent quality to its corporate

customers.

Above results are evidenced by some of the corparastomers who indicated the quality
offered by FAVCO as poor though the majority indéchfair to excellent. In addition to this,
it may be viewed that excellent experience was amlythose products which corporate
customers selected to buying from FAVCO. From thsults it may be concluded that
FAVCO was not providing good quality products etpab all its corporate customers in
terms of quality offer hence the need for improvetaeto make sure that the company

provides quality offers equally to all its corpa@astomers.
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4.2.5 Evaluation of Complaint management

Table 4.2.5below shows ratings of views from respondentshenwtay FAVCO handled its
customer complaints. According to Futrell (2000gsibles ensuring that complaints are
processed, it must also be ensured that customersatisfied with the way in which their
complaints are handled and so customers were daskedte the way FAVCO handled
customer complaints. Responses were as shotablie 4.2.5andfigure 4.2.5

Table 4.2.5: evaluation of complaint management

Ratings Respondents Response rate on complaint negement
Poor 5 45%

Fair 3 27%

Good 1 9%

Very good 2 18%

Excellent - -

Source: research respondents

Figure 4.2.5:evaluation of complaint management
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Thefigure 4.2.5above illustrates results of corporate customengaton the way FAVCO
handled customer complaints. These results wereeckan the question that asked corporate

customers, how they could rate complaint manageprexedure at FAVCO.

According to results from corporate customers, 4&88¢d complaint management at FAVCO
as poor, 27% rated theirs as fair, 9% rated tresrgood, 18% rated theirs as very good and

no one of them rated complaint management at FAA€©xcellent.
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Therefore it may be concluded that complaint mamesyg was not effective at FAVCO and

they are some improvements that needed to be daenestire effectiveness.

4.2.5 Improvements on customer retention strategies

Table 4.2.6below shows results on customer retention stragdguticated by both corporate

customers and employees to be improved at FAVCO.

d

Table 4.2.6
Respondents Response rate on improvements neede
Corporate | Employees | Corporate | Employees
customers customers

Customer service 5 5 45% 45%

Communication 6 1 55% 9%

Complaint management 6 2 55% 18%

Total quality management 10 6 91% 55%

Source: research respondents

Figure 4.2.6:Showing improvements to be done on customer reteot strategies
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Source: research respondents

Figure 4.2.6above illustrates results of both corporate custsraad employees on possible

customer retention strategies that needed improntnat FAVCO. Above results are centred

on the question that asked both employees and @ga@ustomers, customer retention

strategies that needed improvements.
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According to results from corporate customers, 94Paespondents indicated that total
quality management needed improvement, 55% indicaie complaint management
procedure, 55% again indicated on communication44¥d indicated on customer service.
However, results from employees revealed that 55%espondents indicated that total

guality management must be improved at FAVCO.

Furthermore, 18% indicated on complaint managemamicedure, 9% indicated on
communication and 45% indicated on customer senktem the above results, it was
viewed that though corporate customers and empdoiyekcated that all strategies should be
improved. Results showed much concern on the asgetdtal quality management and

customer service.

Therefore it may be concluded that there are sonpeavements that need to be done on all
customer retention strategies used by FAVCO buthmaancern should be given to quality

management and service provision as indicated suytse

4.2.7 Experience of corporate customers with FAVCO

Table 4.2.7below shows the results on the value that corparastomers could get when
buying from FAVCO. Flint et al (1997) refers custnvalue as the customer perception of
what they want to be happened (i.e. consequentes¥pecific kind of situation, by offering

a product or service in order to accomplish a desourpose or goal.

So customers were asked to rate the value thagah&om buying products from FAVCO

and the responses were as showtalnte 4.2.7andfigure 4.2.7:

Table 4.2.7:Experience of corporate customers with FAVCO

Respondents Response rate on value
Very satisfied - -
Satisfied 8 73%
Dissatisfied 3 27%
Very dissatisfied - -

Source: research respondents
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Fig 4.2.7:Experience of corporate customers with FAVCO

Corporate customer's experience with FAVCO Company
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27% M very satisfied
M satisfied
dissatisfied

B very dissatisfied

Source: research respondents

Figure 4.2.7above illustrates results from corporate custoroarthe value they were getting
when buying from FAVCO. These results were centnredhe question that asked corporate
customers to indicate the value they enjoyed at EAY According to respondents, no one
from the corporate customer group was very satidfie the business experience they had at
FAVCO. Rather, 73% indicated that they were sa&ikfi27% showed that they were
dissatisfied and no one also indicated that theypwery dissatisfied. From the results above,
it may be concluded that corporate customers warsfied with their business experience at
FAVCO. However, from deep analysis, it may be d¢oted that though corporate customers
indicated to be satisfied, FAVCO should make somg@rovements to make sure that
corporate customers acknowledge the business experio a 100% response rate, with the
company. This was because some corporate custontécated to be dissatisfied, meaning
that there was still a gap which FAVCO needed Hlp ifi terms of satisfying its corporate

customers.

4.2.8 Do corporate customers buy from other supplis besides FAVCO?
Table 4.2.8below shows results on whether corporate customersd buy some of their

products from other suppliers besides FAVCO.
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Table 4.2.8:Do corporate customers buy from other suppliers bedes FAVCO?

Respondents Response
rate
Yes 9 82%
No 2 18%

Source: Research respondents

Figure 4.2.8:Do corporate customers buy from other suppliers bedes FAVCO?

Do corporate customers buy from other suppliers besides FAVCO

HYes

H No

Source: Research respondents

Figure 4.2.8above illustrates results from corporate custornarg/hether they bought some
of their products from other suppliers besides FA/Che results were centred on the
guestion that asked corporate customers on whétbgrrelied on FAVCO products or they
were also buying from other suppliers besides FAV@E€rording to corporate customers,
82% were buying some of their products from othgopsiers like Selby, Interfresh and
Valley Fresh. The other 18% of customers indicdabed they were not sourcing from other
suppliers; they were just buying from FAVCO. Frome results above, it may be concluded
that most of corporate customers were not onlyinglpyn FAVCO products but were also
sourcing some of their products from FAVCO compesit This showed that FAVCO
retention strategies were not effective and thenmeeed of improvements in as far as quality

of products is concerned.
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4.2.9 Benefits of customer retention to FAVCO

Table 4.2.9below shows results on advantages that FAVCO Cogngatthrough retaining
customers. According to Christopher (2001), rethioestomers generate considerable more

profit than newly acquired.

Christopher (2001) further argues that customemntain leads to high sales growth through
referrals. Employees were asked to indicate bendfiat FAVCO got through retaining

customers and results were as showtalre 4.2.9andfigure 4.2.9as follows:

Table 4.2.9:Benefits of customer retention to FAVCO

Respondents| Response rate
Increased profitability 4 36%
Increased sales 8 73%
Brand loyalty 3 27%
Improved competitiveness 3 27%

Source: research respondents

Figure 4.2.9:Benefits of customer retention to FAVCO
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Source: Research respondents

Figure 4.2.9 above illustrates results from employees on theetiis FAVCO was getting
from retaining corporate customers. These resuéireweentred on the question that asked

employees to indicate benefits that FAVCO could fgetn retaining corporate customers.

R101540B 45



According to respondents, 73% of employees inditaterease in sales as the major benefit,
36% indicated increased profitability to the compa®7% was indicated on both brand

loyalty and improved competitiveness.

From the look of the things, it may be concludedt temployees were very aware of the
benefits gained through retaining customers at FAYC

However, results have shown that though all bemeigre enjoyed at FAVCO, majority of
employees indicated on increased sales as a majuefib realised by FAVCO through

retaining customers.
4.3 Referral customers by existing corporate custoers

Table 4.3below shows results on the question that askedocatg customers whether they
have recommended FAVCO to other clients. The goestiso asked employees whether
their existing corporate customers referred any oestomers to the company. According to
Kottler (2002), the key aspect in attaining custotogalty is through customer satisfaction.
The customer then tells an average of three customben satisfied with a company’s
product or service. Corporate customers and emekyeere asked whether existing
corporate customers referred new customers to FA\AGO responses were as shown in

table 4.3andfigure 4.3as follows:

Table 4.3:Referral customers by existing corporate customers

Respondents Response rate
Corporate | Employees| Corporate | Employees
customers customers

Yes 9 10 82% 91%

No 2 1 18% 9%

Source: research respondents
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Figure 4.3:Referral customers by existing corporate customers
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Figure 4.3above illustrates results from both corporate custs and employees on whether
corporate customers recommended FAVCO to otheromess. Results have also been
collected from employees on whether their existoayporate customers referred new

customers to the company.

According to corporate customers, 82% indicated they recommended FAVCO to other
customers and 18% did not recommend the compamnyoother customers. From the
employees’ side, 91% of employees agreed that ttaiporate customer referred new
customers to the company and 9% indicated thatiegisustomers did not refer any new
customers to FAVCO. From the results above, it m@yoncluded that FAVCO benefited
from referral customers by their existing custontamigh not 100%. Results from corporate
customers have also coincided with employee resagt91% of them agreed that the
company has benefited from new customers referyatidir corporate customers though also
not 100%. From the look of things, it may be codeld that most of FAVCO customers

referred new customers to the company.

4.4 Benefits enjoyed by corporate customers

From question eleven on customer questionnaire twlasked benefits that corporate
customers would get when buying products from FAVQO®e respondents had a chance to
make their suggestions. Although not all resporslemhke comments on this question, the

few that commented really made their mind knowrhaitt bias. Among twelve respondents,
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nine only commented on benefits that they got thhobuying their products from FAVCO.

Their comments were as follows:

+ Six respondents said that through buying from FAV@&@y benefited from good
prices and wide range of products. They added tihiat offered them one stop
shopping at one time enabling them to catch up thigir monthly sales targets.

« Another two respondents also stated that throughingufrom FAVCO, they
benefited from early deliveries that made themetb fsesh produce every day. They
also added that this situation reduced stock shgek which always resulted from
products going bad faster due to high temperatures.

+ The remaining respondent pointed out that througfing from FAVCO, their branch
benefited from fresh products. The respondent addatithis helped to meet their
monthly sales budgets.

4.5 Duration of stay for corporate customers and eployees

Table 4.5below shows results from both employees and cotpawastomers on the duration
corporate customers took, buying at FAVCO sincepbieod they started dealing together.
These results were centred on the question thadastrporate customers on their purchase
duration with FAVCO. To employees, the questioroasked on how long they have been
working for FAVCO.

According to Reichheld (1990), customer retentian dead to an increased level of
employee satisfaction which ensures employee lieteand which also feeds back into even
greater customer longevity. Corporate customerseamgloyees were asked to indicate the
duration of their stay with FAVCO and responsessirewn intable 4.5andfigure 4.5 as

follows:

Table 4.5:Duration of stay for corporate customers and emploges

Respondents Response rate
Corporate Employees | Corporate | Employees
customers customers
12+years 6 6 55% 55%
8-11 years - - - -
4-7 years 1 3 9% 27%
Lessthan 3 years 4 3 36% 27%

Source: research respondents
Figure 4.5: Duration of stay for corporate customes and employees
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Figure 4.5 above shows results from both employees and cdasarastomers on the
duration of their stay with FAVCO. These resultsreveentred on the question that asked

corporate customers on the length of their purckdasation at FAVCO.

To employees, the question asked on how long theg been working for FAVCO. Results
revealed that majority of corporate customers heeinbdoing business with FAVCO for a
very long time, as 55% of the respondents had bagimg products since 12 years and more,
9% had been buying FAVCO products since the pdretdveen 4 to 7 years, 36% had been
buying products at FAVCO for the period less thapears and no-one of the respondents
indicated that they were doing business with FAVIoOthe period between 8 to 11 years.
Results from employees also revealed that majofigmployees also had been working for
FAVCO for a very long time, as 55% of the resporiddrad been working for FAVCO since
12 years and more, 27% had been working for FAV@@veen the period of 4 to 7 years,
another 27% had been working for FAVCO for the geliess than 3 years and no-one of the
respondents had been working for FAVCO betweempén®d of 8-11 years.

Therefore it may be concluded that FAVCO was ableetain most of its employees and
corporate customers. From the side of corporatéomess, it is viewed that FAVCO has
been doing business with them for a long periotimoé while from the side of employees’
shows that workers have been working at FAVCO ftung time, resulting in such high rate

of retention.

4.6 Improvements on customer satisfaction
From question thirteen in employee questionnairéchivlivas a subjective question on the

improvements that were supposed to be done on roestsatisfaction by FAVCO. The
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respondents had chance to make their suggestidiufgh most respondents did not make
comments on this question, the few that commergatlyrmade their mind known without
bias. Out of thirteen respondents, eleven only cented on the improvements that were
supposed to be done on customer satisfaction atFEAW heir comments were as follows:

% Six respondents said FAVCO should continue to imprquality of products and
services it offers to its corporate customers. yTalso added that range of products
also should be improved in order for customersaweetone stop shopping.

s Another three respondents stated that deliverysitoeustomers should be improved.
They added that deliveries should be made very a@arthe morning as FAVCO
products are perishables and therefore need ealiiyedes to retail shops.

+ The remaining two respondents stated that FAVCQlshievise its prices so that it
charges affordable prices to customers.

They also added that they should promptly attendustomer queries to make sure
that customers are satisfied hence high busingssrtymity for FAVCO.

4.7 An analysis of interviews with management

The researcher also had the opportunity to interviike sales manager, quality control

manager and the FMCG manager from FAVCO who hadilddtinformation for this study

and all these managers were very supportive imgidietailed information to this study.

Structured interviews were conducted by the researasing interview guides which had

predetermined standard questions structured isdhee fashion. The interview guides had a

structure which allowed the researcher to ask turestlisten to responses and jot down

main themes which were only important for the stuliyer interviews had been completed,
the researcher grouped the data according to themésthen used thematic analysis to
analyse the data. Out of the results obtained firderviews, the researcher found out that

FAVCO used communication, complaint managemental tguality management and

customer service as customer retention strategie®f the three managers commented on

the aspect of customer retention, that it has bdroagany benefits to the company. Some of
the benefits indicated in interviews were, increlasales, improved profitability, as well as
improved competitiveness of the organisation ovelbys Interfresh and Valley Fresh as
competitors. The interviewees also commented oraspect of customers switching to other
brands. They indicated that customers were swiichine to poor attention to their
complaints, very long and ambiguous procedures #mpuntered during the execution of

their orders as well as matters concerning thempaint management. To mitigate this,
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interviewed managers pointed out that they triedirtgprove communication so that
customers could email FAVCO management whenevgraheountered problems.

Corporate customers have been provided with celhpmumbers of managers, telephones
have also been put in place, and sales represargtdtave been assigned to visit corporate
customers in Harare city twice a week to countdvesaustomer problems. To fight the
challenge of customer dissatisfaction which theye®nted as being caused by poor quality
of some products and poor service to customersntaliviewed managers namely the sales,
quality control and the FMCG manager cited thay thave put measures of visiting farmers
to ensure quality supplies. Warehouses have alen bell regulated and monitored using
thermometer probes to make sure products are storddr required temperatures and to

reduce problems of quality compromisation causeddsy low temperatures in cold rooms.

Interviewed managers also acknowledged that at FAMere was no specific customer
complaint department or even specific training git@ employees but rather employees were

just taught general concepts on how to handle mest® during orientation.

Employee’s information gathered from questionnai@gealed that there was no general
training given to them on concepts of handling cosr complaints during their orientation,
rather managers would visit frontline departmeatbrief employees on how they could deal

with customer matters.

Employees appreciated efforts made by managergdabtbem in their offices on how they
could handle customer complaints if any are raised.

In addition, information received from corporatestmmers’ portrayed a sharp contrast to
what the sales manager said in terms of undertag@mgral training with employees during
orientation. This is because corporate customatEated that they were not pleased with
procedures and time taken to attend to their comiglaAccording to corporate customers,
employees did not exercise restraint in dealindh witeir request and complaints. Despite
these contributions, corporate customers expreggattude for FAVCO management

concerning the little effort they undertook to aekl this problem and hoped with time will

be resolved.

However, management cited the need for more ressu be channelled to all customer
retention strategies in order to improve the situathat the company was going through.
Specifically they mentioned that customer complaide and quality management should be
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given much attention and resources to make sure ttiea company out competes its
competitors and be able to make its corporate mmt® loyal to brands hence customer

retention.

4.8 Summary of findings

The chapter has presented and analysed the datergmtfrom the research through
interviews and questionnaires. It entailed a dedaihnalysis of findings on the current
customer retention strategies used by FAVCO Comparuild and maintain brand loyalty

and the degree of their effectiveness in enhanbinagd loyalty. Data was presented using
graphs, tables and pie-charts. The next chaptet ba&l up for conclusions and

recommendations for the data collected in this tdrap
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.0 Introduction
This chapter gives major conclusions deduced from previous chapter. It then gives
recommendations that may be of great importancEAYCO, which may also help the
company to improve its customer retention processevive its competitive edge on the
market through long established relationships witstomers and loyalty to company brands.
5.1 Summary
The study was aimed at evaluating the effectiverassustomer retention strategies in
enhancing brand loyalty at FAVCO. The main objexsiof the study were; to evaluate the
effectiveness of customer retention strategiesiraacing brand loyalty, to determine factors
contributing to customer dissatisfaction at FAVGDd to establish benefits contributed by
customer retention to the company. A sample ofedpondents was used which was made up
of respondents from management, employees and rebepoustomers. The research was
largely prompted by the problem of corporate cusi@mswitching some of their brand
choices from FAVCO to other suppliers like Selbwlley Fresh and Inter-fresh, which led
the company to acquire new customers to fight Halenge.
Besides acquiring new customers, the company aésbthe mark down program which was
targeted on reducing prices of all FAVCO productsure back its corporate customers, but
all these activities appeared very expensive tactmpany. In agreement to this, Reichheld
(1990) states that it costs 5 to 10 times acquineg customers than it is in retaining new
ones. During the early period of 2012, the compamgsted in customer retention strategies
namely communication, total quality management, glamt management and customer
service to fight the challenge of switching by amgie customers and make them loyal to the
brand. After FAVCO had invested in these custonedention strategies, there was no
satisfactory change as corporate customers couwtifetehing some of their products from
other suppliers hence the proposal of the studihéyesearcher to evaluate the effectiveness
of customer retention strategies which FAVCO wasgis
The major findings of the study:

* The researcher found out that 82% of corporateoousts were switching some of

their brand choices to other suppliers and only &8 not switching.
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This showed that customer retention strategies siede by FAVCO were not
supported and used effectively to retain custorasrslearly shown by above results
in the previous chapter.

* Respondents also strongly agreed that there wak foe@mprovements in customer
retention strategies used by FAVCO in order for ¢benpany to enhance customer
satisfaction. This was clearly evidenced by sipoeslents from question thirteen in
an employee questionnaire, who cited that qualitypmducts and complaints
handling should be improved. Furthermore, managémet employees agreed that
at FAVCO there was no specific training departnterntrain employees on customer
service and complaint handling but rather employee® just taken through general
orientation training during their induction.

* The researcher also found out that FAVCO’s custore&ntion strategies had a
strong positive influence on sales turnover thameotited benefits as depicted by
73% of respondents who indicated that keeping auste for a long-time increased
sales. Management and employees also agreed astest from the analysis.

5.2 Conclusions

The conclusions are drawn from the major findingsnf the research and results from the
guestionnaires in line with research objectives.

5.2.1 Evaluation of customer service

The research findings revealed that only 33% fromparate customer group of respondents,
rated customer service as very good and no one tha@rgroup rated excellent. Therefore it

may be concluded that FAVCO customer service, thawaded by employees with a 45%

very good, was not very effective enough in retagncorporate customers at the company
hence the need for improvements. In agreemenesetresults, Levy and Wirtz (2002) states
that customer service is a set of activities thakenshop experience more rewarding to
customers and these activities increase the valswmers receive from merchandise and
service they purchase, hence suggestions for irepmemts in order to retain corporate
customers.

5.2.2 Evaluation of communication

Research findings revealed that only 25% from o@jgo customers and 45% from

employees’ rated FAVCO communication as very gaocktaining customers. No one from

these two groups of respondents indicated that FAVE&mmunication was excellent.

However, Hollesen (2003) contributes that commuiooa is central to relationship
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marketing and therefore buyer-seller relationskiputd be evaluated and reconstructed on
the basis of mutual communication.

Therefore from these results it may be concluded titough FAVCO communication was
there, it was not very effective enough in retagnaustomers to the company hence the need
for improvements.

5.2.3 Evaluation of product quality

The research findings also revealed that only 17%ooporate customers and 9% from
employees rated quality of products at FAVCO askewnt. Furthermore, 17% of corporate
customers and 18% from employees also rated qulipyoducts at FAVCO as very good.
From these results, it may be concluded that tladitguof products at FAVCO was not good
enough in retaining customers at FAVCO hence thezl e improvements as indicated by
results in the previous chapter.

5.2.4 Improvements on customer retention strategies

The research findings revealed that 91% of corporaistomers and 55% of employees
indicated that total quality management must beravgd at FAVCO. Customer service
ratings showed also that 45% of corporate custoraeds 45% of employees suggested
improvements. In respect to communication, 55% ofporate customers and 9% of
employees also suggested that FAVCO communicatiost toe improved. Finally, 55% of
corporate customers and 18% of employees indidat@dFAVCO complaint management
must be improved as depicted in results from tleipus chapter. In agreement to the aspect
of improvements, Desai and Mahajan (1998) states it order to retain customers,
companies must continually develop their producis services to meet the evolving needs
of customers.

Therefore it may be concluded that all customesnigbn strategies invested by FAVCO had
to be improved though respondents from corporastoocters were much concerned with
total quality management. A 91% response rate ftomporate customers indicated for total
guality management improvement at FAVCO. This shbtirat customer retention strategies
used by FAVCO were not effective enough in retajncustomers hence the need for
improvements.

5.2.5 Do corporate customers buy from other supplis besides FAVCO?

The research revealed that 82% of corporate customere switching some of their brand
choices to other suppliers and 18% were not. Eki(i®86) states that defections and

complaints do not just begin on their own, theraways events beforehand. Further to this,
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Kottler (2001) adds that 95% of dissatisfied custsndo not complain but they just walk

away and find other alternatives.

Therefore it may be concluded that though majasityustomers were still doing business

with FAVCO, but were buying some of their produétsm FAVCO competitors. This

showed that customer retention strategies useA4CP were not effective enough to retain

customers and making them loyal to FAVCO brandsciehe need for improvements.

5.3 Recommendations

Though the organisation was using customer retenstrategies which are;
communication, customer service, complaint managémand total quality
management, cross departmental participation imnphg and improving the retention
process at FAVCO may be done to make sure empl@redasvolved in the customer
retention process. According to Shigero (1960)anigations should practice cross
departmental participation in planning and managougtomer satisfaction and
retention process thus embracing the concept ditgdanction deployment (QDF)
that integrates the voice of the customer to captioeir stated and unstated needs in
all business decisions. Total quality managemeatlshbe of much concern at the
company to make sure that everyone at the comanyalved in customer retention
planning and implementation. The organisation mdgpa interactive marketing
which describes the employee skills in servingntie According to Kotler (2004),
interactive marketing is essential for the suca#selationship marketing hence high
retention rate.

The organisation may invest more in customer rgientather than customer
acquisition. The company should channel more ressulon customer retention
strategies which the company invested in, to ensoménuous improvements that can
revive the company performance. Besides improvirigtiag customer retention
strategies invested by FAVCO, the company may atkxpt other retention strategies
like internal marketing, key account management sexice recovery which may

also be very powerful in retaining customers.

Internal marketing
Internal marketing is based on the belief thatra’8 internal market or employees
should be motivated to strive for customer conssness, market orientation and sales

mindness through the application of accepted eatemmarketing approaches and
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principles. The company need to ensure employeesgoisfaction before selling its
services to external customers as cited by Sass#r(£990), meaning satisfying the
needs of employees and upgrade their capabilitgattsfy the needs of external
customers. Internal marketing also enhances mopeowved service quality that can
boost organisation performance as cited by Gronf2087).
Key account management
Key account management stresses the creation,rimgriand maintenance of strong
relationships or ties with customers. It entailentifying needs of specific customers
and therefore tailor make their products and ses/to meet their needs. Key account
management is based on the principle that 20% stbmers that contribute 80% of
the company revenue should be identified and thegefetained. This means that
FAVCO should not concentrate on acquiring new qusts, but rather identify and
retain those customers who spent more of theirnmecavith the company to enjoy
benefits of low cost and increased revenue.
Service recovery
Service recovery entails actions taken in respaosan observed failure, Gronroos
(2007). This should be one of the major objectigéd=AVCO to make sure that
failures are identified before a customer complaimd also shortly after the service
encounter, if a customer is dissatisfied. FAVCOuttianake sure that the recovery
procedure to observed faults is very active to ensustomer satisfaction. Immediate
recovery after an identified failure usually ensugwod image and reputation to the
company as cited by Wirtz (2004) and therefore F®/€hould make sure that the
company promptly attends to service failures tauemgood image and reputation. In
addition to this, Lewis (2004) also demonstrated the levels of satisfaction can be
higher after an encounter of a failure than if ¢hdéad not been any in the first
instance and this therefore calls for FAVCO to hawsrong service recovery system
to enjoy all these benefits as cited by Lewis (G807 Wirtz (2004).

5.4 Limitations and conclusions

Before making conclusions to this research stuagret are limitations to this research study

which have been noted. Firstly, the main objectofethe research was to assess the

effectiveness of FAVCO customer retention strate¢peOK and Food World retail shops in

enhancing brand loyalty as its corporate custonfeirsce some of these retail shops were

beyond the reach of the researcher because of g@ugal limitation, specifically distance.

The study only included OK and Food world retaibgé sited in Harare city and from these
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retail shops that is where the sample was drawordier to make generalisations upon the

study.

However, results obtained should not be generatsedl OK and Food World retail shops in
Zimbabwe as the sample was not big enough andddidaver for those retail outlets beyond
Harare city. A bigger sample was required, whichlddave included OK and Food World

retail shops outside Harare city in order to makerall generalisations.

Secondly, the study only focused on OK and FoodliMatail shops as corporate customers
yet FAVCO also dealt with other corporate custoniiées Spar, TM, Savemore, universities
and boarding schools, just to mention but a fewouth the research study assessed the
effectiveness of FAVCO customer retention strategiedetail using these retail outlets as
corporate customers, these results should not pkedpo retail outlets other than OK and
Food World.

Areas of further research

Further research from this study is recommendethéoaspect of assessing the impact of

customer retention strategies on retail relatigmsh@nagement.
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APPENDICES

Appendix 1: Customer Questionnaire

| am Tatenda Ruwende, a Midlands State Universitgent carrying out a research in your
organisation on the topiceffectiveness of customer retention strategies imlkancing
brand loyalty at FAVCO Company”. Information obtained from this research will gride
used for academic purposes and will strictly rentainfidential. Below are set of questions,
may you please kindly complete them as fully assimbs. The researcher will collect
completed from you after two days and discuss sbmtber issues with you as may be

necessary.
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(Please use atick to answer questions with boxes and fill in empty spacesin writing.)
1] How long have you been buying products from FAY¥Company?

Less than 2 years 4-5 years 5-7 years More than 7years

2] What can you say about the service you aremgettom FAVCO Company?

Poor Fair Good Very good Excellent

3] What is your view on the way FAVCO communicateth customers?

Poor r Fair Good Very Good Excellent

4] Would you buy your products from other supplieesides FAVCO?

Yes No
5] What would you say about the quality of produsftered by FAVCO?

Poor Fair Good Very good Excellent

6] Would you indicate your experience with FAVCOrajgany?

Very satisfied Satisfied Dissatisfied Very dissatisfied

7] Which ones of the following would need improvamat FAVCO?

Customer service, | Communication Complaint handling Quality management

8] Have you ever raised a complaint to FAVCO?

Yes No
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9] What can you say about customer complaint haggirocedure at FAVCO?

Poor Fair Good Very good Excellent

10] Are you a key customer at FAVCO Company?

Yes No

If yes, what can you say about the way FAVCO Comgaandles its key customer?

Poor Fair Good Very good Excellent

11] What benefits do you get when buying your pasgidrom FAVCO Company?

12] Would you refer other customers to buy theaducts from FAVCO Company?
Yes No

Midlands State
Established 2000 UniverSity

Appendix 2: Employee Questionnaire

| am Tatenda Ruwende, a Midlands State Universitglent carrying out a research in your
organisation on the topiceffectiveness of customer retention strategies imlkancing
brand loyalty at FAVCO Company”. Information obtained from this research will gride
used for academic purposes and will strictly rentainfidential. Below are set of questions,
may you please kindly complete them as fully assipbds. The researcher will collect
completed from you after two days and discuss sbmtber issues with you as may be

necessary.
(Please use a tick where applicable and fill in enty spaces in writing.)
1] Would you please indicate your department?

Sales Operations Accounts Marketing Distribution



2] How long have you been working for FAVCO Company

Less than 3 years 4-7 years 8-11 years 12+ years

3] Which method of communication do you use to camivate with your customers?

Telephone Post Internet

(01 4[] S

4] How effective is this type of communication?

Poor Fair Good Very good Excellent

5] Which benefits are you getting through retaintngtomers at FAVCO?

Increased profitability Increased sales Brand loyalty Improved competitiveness

6] What is your view on the service given to custosrby FAVCO?

Tick on the scale (1-Poor, 2-Fair, 3-Good, 4-Very gal, 5-excellent)

1 2 3 4 5

7] Do your clients refer new customers to buy tipeaducts at FAVCO?

Yes No
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8] How would you rate the quality of products at\F20, on this scale?

Indicate on the scale (1-poor, 2-average, 3-goodyvéry good, 5-extremely good)

1 2 3 4 5

9] Which ones of the following would need improverhat FAVCO?

Communication Complaint Customer service, | Quality management
managemel

10] Does FAVCO have a complaint handling procedure

Yes No

11] Have you, as an individual received a custocoenplaint?

Yes No

If yes, how did you solve the complaint?

12] What do you think should be done to improve@uer satisfaction?

Thank you for your time and consideration
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Appendix 3: Interview guide for managers
1] Customer retention -definition
-béte

-best ways to et@ustomers

2] Reasons for customers switching to other supplie
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3] Communication -which methods do FAVCO use

-how often do younomunicate with customers

4] Customer complaint procedure -does FAVCO have this procedure

how good is it in solving customer complaints

5] Customer satisfaction - what cause customer dissatisfaction

-what measuwrgs there to ensure customer satisfaction

6] Key account management - what are some of your key customers

-howportant are they to organisational performance
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7] Do your clients connect you to new customers?

8] Total quality management how good is your quality of product compared éonpetitors

-whatasures do you take to ensure good quality of mtsdu

Thank you for your time and consideration

Appendix 4: Request for permission to carry out theesearch

Midlands State University
P. Bag 9055
Gweru

14 August 2013

The Managing Director
Ariston Management Services T/A FAVCO
306 Hillside Road, Woodlands Msasa,

Harare
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Dear Sir/Madam

FEF: Application for Permission to Conduct Researchat FAVCO Company

| am a fourth year student at Midlands State Umsiverstudying a Bachelor of Commerce
Honors Degree in Retail Management. | am seeking gpproval to carry out a research at
your organisation based on the following topic, féefiveness of customer retention
strategies in enhancing brand loyalty at FAVCO Canyj. Information collected shall

remain private and confidential at all times ant anly be used for academic purposes only.
| would be grateful to be permitted to conduct tieisearch basing on your organisation.
Yours Faithfully

Tatenda Ruwende
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