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ABSTRACT

The article tried to develop a multi-item scale for analyzing CRM effectiveness (CRME) from
thecustomerperspective in the Indianstockbrokingcontext.Theresults revealed thatcustomer
satisfactioncouldbeimprovedthroughtobuildcustomertrustandcustomerinvolvementsubstantially
byfocusingontheCRMsystemwhichfurtherinfluencescustomerretentionandultimately,customer
loyaltywithinstockbrokingservices.Thefindingsof thearticlewillhelpstockbrokersand their
managersforatacticaldecisionmakingofCRMsystemimplementationandpracticesforcustomer
perspective.DespitethehugeinvestmentinCRMsystemsbythestockbrokers,criticshaveremained
unconvincedabouttheeffectivenessofCRMformeetingdesiredbusinessoutcomes.Thereason
beingthatbrokingfirmsoftenperceiveCRMsystemsasaspecifictechnologysolutionratherthan
integratingcustomerneedswiththefirm’sstrategy,peopleandbusinessprocesswhichgenerates
aparallelneedtodevelopascaletomeasuresCRMeffectivenessinIndianstockbrokingservices
fromthecustomerperspective.

KEywoRdS
CRM, Customer Involvement, Customer Loyalty, Customer Retention, Customer Satisfaction, Trust
1. INTRodUCTIoN

Inthepastdecade,theglobalsharebrokingenvironmenthasundergonearemarkabletransformation.
Thechangingregulatoryframework,structuralandtechnologicalfactorshaveproducedalevelof
competitioninthesharebrokingindustryacrosstheworld.TheIndianstockbrokingsectorisno
exception to thischanging landscapeandfacingunprecedentedchallenges.Creating long-lasting
relationshipswithhigh-valuecustomersisusuallyviewedasthekeytoprofitabilityinanincreasingly
dynamic business environment (Lee et al., 2010). CRM system is one of the primary strategic
initiativesintoday’sbusinessworld.IndianbrokingfirmshavealsoinvestedheavilyinCRMsystems
todevelopandnurturealong-termmutuallybenefitingrelationshipwiththecustomers.Despitethe
hugeinvestmentinCRMsystemsbythestockbrokers,criticshaveremainedunconvincedaboutthe
effectivenessofCRMformeetingdesiredbusinessoutcomes.Thereasonbeingthatbrokingcompanies
oftenperceiveCRMsystemsasaspecifictechnologysolutionratherthanintegratingcustomerneeds
withthefirm’sstrategy,peopleandbusinessprocess(SharmaandGoyal,2011).Understandingthe
customerperspectiveiscrucialforafirmsinceaneffectiveCRMrequiresthebusinessprocessand
technology-focusedtowardsthecustomer(Padmavathyetal.,2012).Therefore,itisimperativeto
measureCRMeffectiveness in theIndianstockbrokingservices.Additionally, there isa lackof
agreementontheimpactofCRMsystemsonthemaincustomerresponsesinstockbrokingservices.
Consequently,thereisaparallelneedtodevelopascalethatsystematicallyandpsychometrically
measuresCRME,servingasameasurementfoundationforcustomers’perspective.Thus,thepresent
studytriestodevelopamulti-itemscaleforanalyzingCRMEfromcustomers’perspectiveinthe
Indianstockbrokingcontext.
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2. THEoRETICAL BACKGRoUNd oF THE STUdy

2.1. Concept of Customer Relationship Management
Customerrelationshipmanagement(CRM)referstoasetofrelationalpracticesthatfirmsadoptto
enhancecustomerrelationships(Padmavathyetal.,2012).CRMisviewedasasystematicprocessto
managethecustomerrelationshipinitiation,maintenance,andterminationacrossallcustomercontact
points(KevorkandVrechopoulos,2009).Inaddition,itisviewedasthestrategicuseofinformation,
processes,technology,andpeopletomanagethecustomer’srelationshipwithafirm(Linetal.,2010).
SomefirmsviewCRMprimarilyasaninvestmentintechnologyandsoftware,whereasotherstreat
CRMmoreexpansivelyandareaggressiveindevelopingproductiverelationshipswithcustomers
(SmithandChang,2010).Moreover,theimplementationofcustomer-relatedstrategiesisacritical
factorinsuccessfulCRMprograms.Thepreviousstudiesshowedthatthereisagreatrelationship
betweenthetechnologyperspectiveofCRMandcustomer-relatedstrategies(Hillebrandetal.,2011).

2.2. Components of CRM
Intherelationshipmarketingliterature,researchersproposedsomeCRMmechanismsforthesuccessful
implementationandevaluationofCRMstrategies.Thepresentstudyfocusesonthethreemostpopular
CRMdimensionsareincludedcustomer-centric,knowledgesharingandinformationprocessing:

2.2.1. Customer-Centric
Itemphasizesthedeliveryofsuperiorserviceandaddingvaluetocustomersthroughcustomized
offerings(Wang,2013).Itcanenablethefirmtobetrulycustomer-centricistoadoptacross-functional
approachthatdeliversvaluetoitscustomers(Oztaysietal.,2011).Webster(2002)studiedthatcross-
functionalprocessesandcapabilitiesrepresentakeymeansoflinkingthefirmtoitscustomers.These
processesshouldbeguidedanddrivenbykeyperformanceobjectivesbasedoncustomerneeds(Payne
andFrow,2006).Butthechallengeforcustomer-centricfirmsistodesignandmanagecustomer-
centricITapplicationsthatareflexible,easytomaintainandquicklyintegratedintoexistingsystems
forbetterservices(Linetal.,2010).

2.2.2. Knowledge Sharing
Itaddressesthecreation,transfer,andapplicationofknowledgetoservecustomers(Wang,2013).
Knowledgecreationandknowledgeutilizationarethetwomostimportantbehavioraldimensions
of knowledge sharing that often describe the knowledge-based view of the firm (Chow, 2011).
SuchfunctionsarestronglyreflectedinessentialCRMactivitiesthatincludecapturingcustomer
informationabouttheirneedsandpreferencesbothdirectlyandindirectly(Sinetal.,2005).These
events correspond to knowledge learning and generation, knowledgedissemination and sharing,
andknowledgeresponsivenessrespectively(Vega-Vazquezetal.,2013).Itisbuiltonacquiringand
analyzing informationobtained from thecustomerand transforming that information intouseful
knowledgethatcanbeexploitedinwaysthatenhancebusinessperformance(YiandGong,2013).

2.2.3. Information Processing
It refers to the sharing and exchange of essential and exclusive information through interactive
activitiesbetweenfirmsanditscustomers(ParvatiyarandSheth,2001).Informationtechnologyand
systemsplayanimportantroleintheinformationprocessing(Kincaid,2003).Thestudyrepresents
anenablingandfacilitatingroleinprovidinganinfrastructuralbasis,whichsupportstheCRMeffort
inside thefirm,bymanaging thedatarequired tounderstandcustomers(Saarijarvietal.,2013).
Thesupportive roleof IT includesmaintainingadatabaseaswellasanaccompanyingsoftware
andhardwarecapabilitythatcanwellenabletheorganizationtoserveitscustomersinaneffective
manner(Akroushetal.,2011).
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AlthoughCRMhasbecomeanessentialbusinessstrategyfortheIndianstockbrokingfirms,
limitedresearchhasbeenconductedtoevaluateitseffectiveness.Thus,thepresentstudytriesto
proposeaninstrumentformeasuringtheeffectivenessofCRMinIndianstockbrokingservices.

2.3. CRM and Key Customer Responses
TherapidgrowthofITandtheInternethavegivenanopportunitytobuildbetterrelationshipswith
customersthatwerenotpreviouslypossibleintheofflineworld(Linetal.,2010).Thestockbrokers
haveagreaterabilitytodaytoestablish,nurtureandsustainlong-termcustomerrelationshipsthan
everbefore(KushwahaandAgrawal,2014).Stockbrokerscanevolvenewapproaches,andinnovative
products to keep pace with growing expectations. On the other hand, customer preferences are
keptonchangingatrapidspeed,andtheirdemandsareturnedinsatiable(Yapetal.,2012).Ithas
becomeachallengingandtoughjobforbrokerstobuildcustomertrustandinvolvementinfirm’s
services(KushwahaandAgrawal,2014).Toachievethischallengingtask,brokersareturningtoward
technology-basedCRMsysteminstockbrokingservices(KushwahaandAgrawal,2015).CRMhelps
themtousetechnologyandhumanresourcestogaininsightintothebehaviorofcustomersandthe
valueofthosecustomers.CRMhasemergedinacoupleofyearsastheconvergenceofsomekey
customerresponses.Pan(2005)examinedtheCRMfromacustomerperspectiveandsuggestedthatit
helpstotheestablishmentofcustomertrustandinvolvementinfirm’sCRMsystems.Severalstudies
haveidentifiedthattrustandcustomerinvolvementascentralconstructsforsuccessfulCRM(Parish
andHolloway,2010).Thus,thestudystatesthat:

H1:CRMsystemhasapositiveandsignificanteffectontrust.
H2:CRMsystemhasapositiveandsignificanteffectoncustomerinvolvement.

2.3.1. Trust
Thepaststudiessuggestthattrusthasresultedinvariouscontexts.Thereisacommonnotionthattrust
isanessentialcomponentofcommitmentandinvolvement(BallesterandAleman,2001).Morgan
andHunt’s(1994)definedtrustasacustomer’sconfidenceinafirm’sreliabilityandintegrity.Trust
existswhenthereissufficientconfidenceincustomersthatthesellerwillstandbytheirwordand
fulfillthepromises(Palmatieretal.,2006).Itisoneofthemostimportantandacceptedcustomer
outcomesinfirm’sCRMcontexttoo(Yapetal.,2012).Trustwasfoundtohaveasignificanteffect
onthedevelopmentoflong-termbusinessrelationships(Sivaraksetal.,2011).AskoolandNakata
(2011)statedthattrustisoneoftheessentialvariableswhichplaykeyrolesinbuildandmaintain
businessrelationships.Infact,ifcustomerslikelytobemoretrustintheserviceprovider,theytend
toviewthatfirmishonestandtruthfulwith them(Odekerken-Schroderetal.,2003).Further, if
customerstrustontheirserviceprovider,theyfeelthattheirfirmistrustworthytoservebetterthan
othersevenafteraservicefailurebecauseoftheirhigherlevelsoftrust(Hedricketal.,2007).Wong
andSohal(2002)mentionedthattrustinfluencesoverallrelationshipstabilityandquality.Itisalso
importantinthedevelopmentofcustomersatisfaction(Chenetetal.,2010;Gronroons,1990).Kassim
andAbdulla(2006)studiedthatcustomertrustisagoodoutcomeindicatorofCRME,whichalsohas
asignificantimpactoncustomerinvolvement.Evensomeresearcherssuggestedthattrustismore
significantthancustomersatisfactioninensuringcustomerloyalty(CacerasandPaparoidamis,2007).
Thestudyseekstobuildifafirm’sCRMsystemisassociatedwithtrustthanhowitimpactson
customerinvolvementandcustomersatisfactioninstockbrokingservices.Thus,thestudystatesthat:

H3:Trusthasapositiveandsignificanteffectoncustomerinvolvement.
H4:Trusthasapositiveandsignificanteffectoncustomersatisfaction.
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2.3.2. Customer Involvement
Customerinvolvementisrelatedtocustomerparticipationinservicedevelopmentprocess(Sinet
al.,2005).Itisawell-knownfactthatproductionsandconsumptionsaresimultaneousinservices
(Howcroftetal.,2007).Itinvolvespersonalinteractionbetweenafirmanditscustomer.Customer
involvement through personal connections and enjoyable interactions are crucial for customer
satisfactionandlong-termservicerelationshipsforthefirm(Prenshawetal.,2006).Itisindispensable
for satisfactory serviceencounters (FatimaandRazzaque,2013).Wulf et al. (2001) studiedand
confirmedthenecessityofcustomerinvolvementforasoundserviceprovider-customerrelationship.
Therefore,firmsneedtobekeenonthepointofserviceencounter(Bakeretal.,2009).Itmaybe
triggeredatanytimewhencustomersinteractwiththefirm’semployees(e.g.,face-to-faceinteractions,
e-mail,SMS,phone/mobilecalls,onlinepop-ups,etc.).Whencustomersthinkthemselvesasapart
ofthefirmtheymorelikelytoinvolvewithotheractivitiesofthefirm(e.g.,providingsuggestion/
feedbackforqualityimprovement,followfirm’sinvestmentadvises,cooperateandsupportthestaff,
sharepersonalinformation,etc.).Highcustomerwillingnesstoinvolvethefirmhasapositiveimpact
ontheirattitudetomaintainlong-lastingrelationships(VarkiandWong,2003).Thisinvolvement
may,inturn,havemoreoverallsatisfactionthanthosecustomerswhoarelessinvolvedwiththeir
firms(Prenshawetal.,2006).Intheservicemarketingliterature,themediatingroleofcustomer
involvementhasbeeninvestigatedinpriorstudieswhichsuccessfullygeneratethecustomersatisfaction
(FatimaandRazzaque,2013).Butsatisfyingcustomersinthecontextofstockbrokingservicesare
quitedifferent.Itbecomesmorechallengingandcomplexforsharebrokersduetothepresenceof
theriskelementinherentinthestockbrokingservices(Howcroftetal.,2007).Insuchcase,customer
involvementcanalsobeaneffectivetoolfordevelopingcustomersatisfaction.Hence,itisimportant
aswellasinterestingtoexaminetheimpactofcustomerinvolvementoncustomersatisfactionin
stockbrokingservices.Thus,thestudystatesthat:

H5:Customerinvolvementhasapositiveandsignificanteffectoncustomersatisfaction.

2.3.3. Customer Satisfaction
Customersatisfactionisdescribedasthefeelingofacustomertowardsaproduct/serviceafterithas
beenconsumed(Oliver,1980).Itisanindividual’sfeelingofpleasureordisappointmentresulting
from comparing a product’s/service’s perceived performance about his expectations (Brady and
Robertson,2001).Itisoneofthekeyoutcomevariablesthataffectothercustomerresponsessuch
ascustomerretentionandloyalty(Oztaysietal.,2011).Itservestolinkrepurchaseintention,cross-
buyingbehavior,brandloyaltyandword-of-mouthintentionofasatisfiedcustomer(GuptaandDev,
2012).Manyresearchershavewidelyprovedthat there isastrongassociationbetweencustomer
satisfactionandbehavioraloutcomessuchascustomerretentionandcustomerloyalty(Fathollahzadeh
etal.,2011).Also,ithelpsfirmstomaintainalong-lastingrelationshipwiththeirclientsthatresult
inbetterfinancialperformance(ChiandGursoy,2009).Itcanbeassumedthatcustomersatisfaction
isastrongpredictorofothercustomerbehavioraloutcomessuchascustomerretentionandloyalty
(GuenziandPelloni,2004).Duetothecomplexnatureofservicesinvolvedinstockbrokingservices,
itiscrucialtosatisfyingandretainingtheexistingcustomers(KushwahaandAgrawal,2015).Thus,
thepresentstudytriestomeasurethesamewhichwouldenablethestockbrokerstoenhancetheir
performancethroughcustomerlifetimevalue.Thus,

H6:Customersatisfactionhasapositiveandsignificanteffectoncustomerretention.
H7:Customersatisfactionhasapositiveandsignificanteffectoncustomerloyalty.
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2.3.4. Customer Retention
Customerintentiontoremainwiththefirminfutureisdefinedascustomerretention(Parishand
Holloway,2010).Itisviewedasacustomer’slikelihoodofcontinuingtousetheproducts/servicesof
thefirm(TohidiniaandHaghighi,2011).Itreferstoacustomerengaginginalong-termrelationship
withthefirmthatincludesrepeatpatronage(Trasorrasetal.,2009).Similarly,PriceandArnould
(1999)definedcustomerretentionasthedegreetowhichacustomerexhibitsrepeatpurchasingwith
pricetolerancetoaservicefirm.Inthisregard,ithasfrequentlybeenoperationalizedasacustomer’s
pricetolerancebehaviortoaserviceproviderandpossessesapositiveattitudinaldisposition(Edward
andSahadev,2011).Moreover,customerretentionwasfrequentlydefinedasobservedbehavior(Gupta
andDev,2012).Itisdeterminedasanimportantdeterminantofmarketshareandprofitabilityofa
firm(GrucaandRego,2005).Itisalsoamajorissueinthecontextofstockbrokingserviceswhere
deregulationhasgivenmoreoptionscustomerstoopttheirbrokers(KushwahaandAgrawal,2015).
Toavoidhighercostsandimprovingprofitabilityinthecompetitiveworld,itiscrucialtoretaining
thecustomerratherthanrecruitingnewones(ReichheldandSasser,1990).Itwasevidentthatthecost
ofcustomerretentionissubstantiallylessthantherelativecostofcustomeracquisition(Yapetal.,
2012).Itnotonlyshowscustomersatisfactionbutalsoindicatesaboutcustomerloyaltythatenables
firmstomaximizetheirmarketsharethroughcustomerlifetimevalue(LinandWu,2011).Thus,

H8:Customerretentionhasapositiveandsignificanteffectoncustomerloyalty.

2.3.5. Customer Loyalty
Ehigie(2006)definedcustomerloyaltyasafeelingofcommitmenttoaproduct,serviceorbrandofthe
firm.Itincludesacustomer’sintentiontorecommendtheserviceprovidertoothers(Bendall-Lyonand
Powers,2003).Itshowsacustomer’swillingnesstorecommendthefirm’sproducts/servicestotheir
friendsandrelativesandintentionstocontinuepatronizing(RanaweeraandMenon,2013).Several
previousstudieshaveclaimedthatcustomersatisfactionisaleadingfactorindeterminingcustomer
loyalty(Yapetal.,2012).Whenacustomerisnotsatisfied,he/sheislesslikelytocontinuewiththe
existingfirmaswellastendstonegativeword-of-mouth(VeraandTrujillo,2013).Further,their
studysuggestedthatthiscustomerdefectionhasastrongernegativeimpactonthefirm’sfinancial
performance.Customerloyaltyhasbeenrecognizedasthekeysuccessfactorinafirm’ssuccessinthis
competitiveenvironment(TohidiniaandHaghighi,2011).Itmayhelpfirmstoreducetheircostsand
increaseprofitability,asweknowthatthecostofacquiringanewcustomerisfivetimesmorethan
thecostofretaininganexistingone(Yapetal.,2012).Itisalsoanimportantaspectforstockbrokers.

Basedonthediscussedliterature,thecurrentstudypresentsthefollowingconceptualmodelof
theresearch(Figure1):

3. METHodoLoGy

3.1. Measurement Instrument
Themeasurementinstrumentwasdevelopedwithmulti-itemmeasuresforeachconstructbasedonan
extensivereviewofthepastliterature.Apreliminaryversionofthesurveyinstrumentwasdeveloped
inbothlanguages,EnglishandHindi.Adraftofthequestionnairewasexaminedbyanacademic
experiencedinquestionnairedesign.Thequestionnairewassubsequentlypilotedwith30different
activesharetraders/investorstoassesstheterminology,clarityofinstructionsandresponseformat.
Minoramendmentsweremadebasedfeedbackfromtheexpertsandpilotsurvey.Thefinalsetof38
observableitemswasselectedforsixlatentvariables.ThedetailsofallconstructspresentedinTable
4inAppendixA.Thequestionnaireconsistedoftwosections.Inthefirstsection,38questionswere
relatedtostockbrokingservicestowardscustomers.Thelastsectioncontainedquestionsregarding
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demographiccharacteristicsoftheparticipantssuchasgender,age,education,professionandcity
namewiththestate.Participantswerealsoaskedaboutoneofthestockbrokingfirmnamethatis
operatedbythemfrequentlyanddurationofdematandtradingaccountoperationinyears.Thesurvey
instrumentconsistedofclose-endedquestionsthattherespondenthastoanswerinasetformat.All
theitemswereputonafive-pointLikertscalewhereavalueof1expressesstronglydisagree,and
valueof5expressesstronglyagree.Participantswereaskedtoindicatetheirlevelofagreementwith
eachstatement.

3.2. Sample Size and data Collection
Testing thesuggestedresearchhypotheses throughstructuralequationmodeling(SEM)needs to
setapriorsamplesizebasedonthelatentandobservedvariablesinthestudy(Westland,2010).It
wasobtainedonlinethroughDanielSoper’sapriorisamplesizecalculatorforSEM.Theminimum
samplesizerecommendedwas256todetecttheeffectsofthestudymodelbasedonsixlatentand
38observedvariableswithaprobabilitylevelof0.05.

Thecurrentstudyadopteddescriptiveresearchdesignbasedonsurveymethodfordeveloping
amulti-itemscaleforanalyzingCRMeffectivenessfromcustomers’perspectiveintheIndianstock
brokingcontext.Across-sectionalresearchdesignwithnon-probabilityjudgementalandsnowball
samplingmethodswasconductedinthestudy.Toavoidpossiblebiases,thesamplewascollected
fromdifferentdemographicalcharacteristicsandgeographicallocationsofIndia.Asurveyofthiskind
isaratherdifficultexercise;especiallyparticipantswerereluctanttodisclosetheirdatatooutsiders.
Even,someofthemdidnotmentiontheirnamesandtheirstockbrokernamesinthequestionnaire.
Thestudyhastriedtoovercomethisproblembyinformingtherespondentsthatthepresentresearch
ispurelyforacademicpurposeandwhollyfocusedonpromotingtheordinaryinvestors’interestand
strengtheningtheirprotection.Forgeneratingvalidresults,questionnaireswerepersonallydistributed
tothecustomersofdifferentsharebrokerofficesoffivemaincitiesofMadhyaPradesh(MP),India,
namely,Bhopal,Gwalior,Indore,Jabalpur,andUjjain.Theywerecontactedoutsideofthebrokers’
officesduringthestockmarkethours.Theywereassuredcompleteanonymityofresponsesandwere
insistedonreturningthefilledquestionnaireswithin5to10minutes.Also,theywereaskedabout
thereferencesofotheractivesharetraders/investorsforthesametask.Additionally,theresearcher
alsohadsomeworkingexperienceinstockbrokingindustrywhichwasusedasjudgementalsampling
fordatacollection.Theonlinegeneratedlinkofthesurveyinstrument(intheEnglishversion)was
preparedandsenttoselectedsharetraders/investorsthroughtheire-mailandrequestedtofillitand

Figure 1. Conceptual Framework for the Study
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forwardittoothertraders/investorstowhomtheyknow.Theonlineparticipantswerecontactedthrice
withinamonththroughemailforfillingthequestionnaire.Atotalof583questionnaireswasreceived,
outofwhich550werefoundtobecompletelyandaccuratelyfilled,therest33werediscardeddue
toincompleteinformation.Thestudyobtainedafinalsamplesizeof550responses,foraresponse
rateof94.3percent.Moreover,outof550validresponses,350werecollectedfromanonlinesurvey,
andtherest200werefromthepersonalsurvey.Thedetailedprofileoftherespondentsispresented
inTable1.

4. dATA ANALySIS ANd RESULTS

4.1. Scale Validity and Reliability
The measurement scales were refined and validated by exploratory factor analysis (EFA) and
confirmatoryfactoranalysis(CFA)inthestudy.Beforeinputtingthedatatofactoranalysis,itwas
confirmedthattheassumptionsofnormality,linearity,andhomoscedasticitywerenotviolatedusing
theKaiser-Meyer-Olkin(KMO)indexaccompaniedbyBartlett’stestwasappliedtoexamineifdata
areinter-correlated.TheKMOtesthastohaveavaluehigherthan0.5,andBartlett’stesthastobe
significantatthelevelofP<0.05(Hairetal.,1998).ThestudyfoundthatKMOindexis0.927with
Bartlett’stest(Chi-square=473.08,thedegreeoffreedom=203;p=0.000),indicatingthatthe
samplesizewasadequateforapplyingfactoranalysis.

4.1.1. Factor Analysis
Anexploratoryfactoranalysis(EFA)hasbeenconductedusingprincipalcomponentsanalysiswith
varimaxrotationontheall38itemsofsixmeasurementscalesinthestudy,undertherestrictionthat
theeigenvaluesofeachgeneratedfactorweremorethanone.AsshowninTable2,ofthe38original
items,oneitemwasexcludedduetolowfactorloading(<0.50).

4.1.2. Confirmatory Factor Analysis
After identifying37apparentfactors,aconfirmatoryfactoranalysiswasconductedtoassessthe
constructvalidityofeachlatentconstructofstudymodel(Hairetal.,1998).Constructvalidityis
examinedthroughconvergentvalidityanddiscriminantvalidity(BagozziandEdwards,1998).As
showninTable2,factorloadingsrangefrom0.513to0.904andAVErangesfrom0.539to0.694,
bothexceedtherecommendedthresholdcriterionof0.50(Hairetal.,2006).Additionally,itwasfound
thatcompositereliability(CR)andinternalreliability(Cronbach’salpha)ofallthelatentvariables
aregreaterthantheacceptablelimitof0.70(CarminesandZeller,1988).Itcanbeconcludedthat
dataisreliableenoughtobeprocessed.Furthermore,discriminantvalidityhasbeenassessedusing
theFornellandLarcker,(1981)criterion.Table3showsthevaluesofthesquarerootoftheAVEare
allgreaterthantheinter-constructcorrelations.Thus,measurementmodelreflectsgoodconstruct
validityandreliability.

4.2. Assessment of Model Fit
Itisacomprehensivestatisticaltoolforexaminingrelationsbetweenobservedandlatentconstructs
(Bollen,1989).AsSmartPLSsoftwaredoesnotprovideatraditionalassessmentofoverallmodelfit
(Chin,1998),thestudytestedthetheoreticalmodelusingthestructuralequationmodeling(SEM)
approachwithanalysisofmomentstructures(AMOS)22.0software(Byrne,2001).Modelestimation
resultsinagoodfitbetweenthemodelanddata:chi-square( x 2 )=1486.6;p=0.000;degreeof
freedom(df)=658;(x 2 /df)=2.26;goodness-of-fitindex(GFI)=0.901;adjustedgoodness-of-fit
index(AGFI)=0.763;comparativefitindex(CFI)=0.912;rootmeansquareerrorofapproximation
(RMSEA)=0.069.All thevalues fulfill theacceptable limit (Byrne,2010),which indicatesan
excellentglobalmodelfitwiththedatacollected.
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4.3. Testing of Hypotheses
ThepaperusedSmartPLS2.0totesttheassociatedhypotheses,whichprovidesmoreinformation
includingt-statisticsforconcludingfromthedata(Chin,2001).Standardizedpathcoefficients(β),
t-statistics,andassociatedsignificancelevelsforallrelationshipsinthestudymodelhavepresented
inFigure2.Thestudyusedtwo-tailedt-testwithasignificancelevelof5%,thepathcoefficientwill
besignificantifthet-valueislargerthan1.96.Theresultsindicatedthatallthepathsaresignificant
except third (H3),which implies that trust hasnot apositive and significant effect on customer
involvement(β=-0.013;t=0.085;p>0.05).However,itwasfoundthatCRMhasasignificant
effectontrust(β=0.695;t=10.771;p<0.05)andcustomerinvolvement(β=0.553;t=4.024;
p<0.05),thussupportingH1andH2.Also,H4whichimpliesthattrusthadasignificanteffecton
customersatisfaction(β=0.707;t=10.637;p<0.05),andH5,whichimpliescustomerinvolvement
hadasignificanteffectoncustomersatisfaction(β=0.196;t=2.345;p<0.05).Inaddition,itwas
foundthatcustomersatisfactionhasasignificanteffectoncustomerretention(β=0.763;t=14.824;

Table 1. Profile of the Respondents

Demographic Characteristics Data Frequency 
(n = 550)

Percentage

Gender Male 484 88

Female 66 12

Age Lessthan20Years 0 0

20–30Years 60 11

30–40Years 131 23.8

40–50Years 201 36.5

50Years&Above 158 28.7

Education Undergraduate 38 7

Graduate 150 27.2

Postgraduate 329 59.8

Doctorate 33 6

Occupation Service 238 43.2

Professional 60 11

Businessman 101 18.3

Self-employed 46 8.3

Students 30 5.5

Housewife 16 3

Pensioner 51 9.2

Agriculturist 8 1.5

DurationofAccountOperation Lessthan1Year 23 4.2

1–3Years 114 20.7

3–5Years 95 17.3

5–7Years 114 20.7

7–9Years 84 15.3

9Years&Above 120 21.8
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p<0.05)andcustomerloyalty(β=0.289;t=2.673;p<0.05),thussupportingH6andH7.Atlast,
customerretentionhadalsoasignificanteffectoncustomerloyalty(β=0.580;t=5.614;p<0.05).
Thus,H1,H2,H4,H5,H6,H7,andH8wereaccepted,whileH3wasrejected.

Table 2. Measurement Model Summary

Construct Items Factor Loading AVE CR Cronbach’s α

CRM: 0.539 0.910 0.893

(CustomerCentric)CC CC-1 0.623

CC-2 0.725

CC-3 0.606

CC-4 0.664

(KnowledgeSharing)KS KS-1 0.758

KS-2 0.623

KS-3 0.680

KS-4 0.660

KS-5 0.681

(InformationProcessing)IP IP-1 0.615

IP-2 0.513

IP-3 0.699

IP-4 0.729

Trust(T) 0.689 0.917 0.887

T-1 0.848

T-2 0.864

T-3 0.814

T-4 0.782

T-5 0.841

CustomerInvolvement(CI) 0.577 0.816 0.727

CI-1 0.636

CI-2 0.477
(Eliminated)

CI-3 0.780

CI-4 0.711

CI-5 0.799

CustomerSatisfaction(CS) 0.576 0.904 0.876

CS-1 0.639

CS-2 0.739

CS-3 0.775

CS-4 0.710

CS-5 0.802

CS-6 0.775

CS-7 0.857

CustomerRetention(CR) 0.628 0.869 0.802

CR-1 0.870

CR-2 0.642

CR-3 0.904

CR-4 0.725

CustomerLoyalty(CL) 0.694 0.901 0.853

CL-1 0.841

CL-2 0.794

CL-3 0.878

CL-4 0.818

Note: AVE = average variance extracted, CR = composite reliability
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Thestudymodelhasahighpredictivepowerregardingcustomerloyalty,customersatisfaction,
andcustomerretention;itexplains67.6%,64.1%and58.2%oftheconstruct’svariancerespectively
(Figure2).Additionally,themodelexplained48.4%oftheconstruct’svarianceintrustand29.6%in
customerinvolvement.Theamountofvarianceexplainedbythestudymodelisgoodenough,which
addssupporttothetheoreticalsoundness(Awwad,2012).

5. dISCUSSIoN ANd CoNCLUSIoN

SeveralstudieshaverecognizedtheimportanceofCRMsystemintothefinancialsectorandfound
itssignificantinfluenceonthekeycustomerresponsevariables(Padmavathyetal.,2012;Akroushet
al.,2011).Amongofthese,ithasbeenobservedthatmanyofthemarelimitedtobanking,insurance,
mutualfundsandloansintheexistingliterature.Specifically,researchattentionisrelativelylittleof

Table 3. Discriminant Validity of Latent Constructs

DIMENSIONS CRM T CI CS CR CL

CRM 0.734*

T 0.695 0.830*

CI 0.544 0.372 0.760*

CS 0.650 0.580 0.459 0.759*

CR 0.570 0.664 0.307 0.663 0.792*

CL 0.580 0.624 0.361 0.531 0.601 0.833*

Note: *Square roots of AVE shown on diagonal.

Figure 2. Structural Model
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CRMeffectivenessinstockbrokingservices.Thus,thepresentstudytriedtodevelopamulti-item
scaleforanalyzingtheCRMeffectivenessinIndianstockbrokingservicesanditsrelationshipwith
keycustomerresponses.Inaddition,thestudyidentifiedthekeynewissuesofinterestwithinthis
domainfromacustomerperspectivethatrequiresmanagerialandfurtherresearchattention.Itwas
foundthatCRMisthestrongestpredictoroftrustandfollowedbycustomerinvolvement.Itmeans
thatadoptionofCRMsysteminstockbrokingservicesiscapableenoughtobuildcustomertrustand
thencustomerinvolvement.Surprisingly,thestudyrevealedthatcustomer’strustdoesnotpredict
customerinvolvementinthecontextofstockbrokingservices.Itmaybepossiblethatcustomerstrust
ontheirbrokingfirmsbutproactivelydonotinvolveinitsservices.Also,employeesdonottakethe
enoughinitiativestoinvolvecustomersinservices.Asweareawarethatserviceisaprocessthat
requiresemployee-customerinvolvement(BennettandDurkin,2002).Withoutit,servicecannotbe
accomplished.Ontheotherside,thestudyindicatedthattrustandcustomerinvolvementinfluence
customersatisfactionsignificantly.ItcanbesaidthatproperpracticingofCRMsysteminstockbroking
firmspositivelyimprovescustomertrustandinvolvementwhichresultsinhighcustomersatisfaction.
Althoughthereisnodirectlinkbetweentrustandcustomerinvolvementinstockbrokingservices,both
predictgreatercustomersatisfaction.Further,theresearchdisclosedthatthiscustomersatisfaction
significantlyinfluencescustomerretentionandloyaltythatisthemainmotiveofeveryfirmtoget
a loyalcustomer. Inaddition, the study indicated that there isa significant relationshipbetween
customerretentiontocustomerloyalty.Itisinterestingtoemphasizethatifacustomerissatisfied
withastockbrokingservicesitleadstomakinghimalong-lastingrelationshipwiththatfirmand
becomealoyalcustomerforitsproductsandservices.Therefore,itseemsreasonabletoconclude
thatcustomersatisfactioncanbeimprovedthroughtobuildcustomertrustandcustomerinvolvement
substantially by focusing on the CRM system which further influences customer retention and
ultimately,customerloyaltywithinstockbrokingservices.Interestingly,itwasfoundthatcustomer
involvementisnotaresultof trust inCRMsystem,butcustomertrustandinvolvementbothare
predictingcustomersatisfactionstronglyinstockbrokingservices.Previousresearchstudieshave
wellestablishedthefactthattrusthasapositiveimpactoncustomercommitmentandinvolvement
(PesamaaandHair,2007)butthepresentstudyisuniquewhichstatesthatmerelytrustonfirmand
itsCRMsystemisnotenoughtoengagecustomersintheserviceprocess.Thereisaparallelneedto
focusoncustomertrustandinvolvementtoenhancecustomersatisfactioninstockbrokingservices.
Thesefindingswerealsosupportedbythepredictivepowerofthestudymodel.

TheresultsofthestudyrevealedthattheCRMeffectivenessmulti-itemscaleconceptualized
anddevelopedwerebothreliableandvalid.Ithasthirty-sevenpreciseconstructscoveringsixlatent
dimensions namely, CRM system, trust, customer involvement, customer satisfaction, customer
retention,andloyalty.ThestudyprovidesinsightsintotheCRMsystemintoday’schangedscenario
of stockbroking industry and using it as a weapon for competitive differentiation. The critical
dimensions of customer-centric for CRM system identified in the study show that stockbroking
customerspreferredcustomizedinvestmentproducts/servicesfrombrokersandfollowedbytheir
concernonmaximumreturnoncustomer’sportfolioinvestment.Customersappreciatethebroking
firmifitmakesanefforttofindouttheirspecificinvestmentneedandthenprovidevalue-added
investmentproductsandservicesaccordingly.InthecaseofknowledgesharingscaleforCRMsystem,
customerspreferthosebrokerswhogenerateanddisseminateproperinvestmentadviceforitsclients.
Customersexpectwillingtohelpattitudefrombroker’semployees.Theyfeelthatfirm’semployees
shouldbeknowledgeableenoughtounderstandandsolvetheirproblemswiththepromptresponse.
Afterthat,thestudyindicatedthattheywantaccuracyinalltradingtransactionsdonebythestaff
membersofthebrokerwithupdatedinvestmentinformationandmarketcalls.Amongtheinformation
processingcomponentsofCRM,thestudysuggestedthatcustomerspreferthetwo-wayinteractive
communicationfromthebroker.Additionally,theypreferabrokingfirmwhocontinuouslymanages
andsharesreal-timeinformationwithclientssuchas,stockmarketinformation,tradeconfirmation,
accountstatement,etc.Itcanbeachievedifafirmhastherighttechnologicalinfrastructure(software
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andhardware)toshareinformationonallcustomers’pointsuchastelephone,mobile,SMS,email,
face-to-facecommunication,etc.asthestudydisclosed.Moreover,customer’strustcanbebuiltifhe
feelsthathisfirmishonestandtruthfultoprovidereliableservicestohim.Ifitisso,hefeelsthathis
stockbrokeristrustworthytoservebetterthanothers.Also,thestudydisclosedthatfirmsshouldkeep
itspromisestowardscustomersinanysituationandmaintainconsistentservicestandardstoenhance
customers’trustonfirms’services.Thestudyindicatedthatmostofthecustomersareinvolvedwith
theirbrokingfirmanditsemployees.Theynormallycooperateandsupportin-serviceprocessand
activelysharetheirinformationwiththefirm.Ithascometothelightthatcustomersusuallyfollow
thefirm’sinvestmentadvicebutdonotgiveregularfeedbacktoimproveservices.Further,most
oftheparticipantsmentionedthattheyareoverallsatisfiedwiththeirexistingbrokingfirm.Also,
feelsafeandsecureduringthetransactions.Interestingly,manyrespondentsequallyadmittedthat
theypreferthosestockbrokingfirmswhichattendscustomercomplaintspromptlyandmeetstheir
uniquespecificationsforinvestmentneedwhichdonotofferbyotherbrokers.Itisinterestingto
emphasizethatfirm’stechnology-basedinvestmentproductsandservicesfitwellintotheirlifestyle.
Itmeansthatcustomersexpectquickresponsestotheirinvestment-relatedproblems.Inthisregard,
thestudyfindingssuggestedthatthefirms’staffshouldrespondefficientlytocustomer’sconcerns
aboutinvestmentproductsandservices.However,thestudyindicatedthatbroker’stechnology-based
investmentproductsandservicesareeasytouseforcustomers.Inthecontextofkeyvariablesof
customerretention,itwasfoundthatcustomersselecttheexistingbrokertorepurchasethesimilar
investment products/services and intend to maintain long-lasting relationships. Even they prefer
cross-buyingofotherinvestmentproductsfromtheexistingfirmsuchasmutualfunds,insurance,
etc.Surprisingly,thestudyfoundthattheywillnotmindorswitchtoanotherfirmiftheexistingfirm
chargeshigherpricesforitsinvestmentproductsandservices.Itisimportanttonotethatifacustomer
issatisfied,hedoesnotthinktoswitchtoanotherfirmeventheexistingfirmchargeshigherprices
foritsservices.Theycontinuetohaverepurchaseintentionwiththesamefirmiftheyaresatisfied.
Atlast,thekeyvariablesofcustomerloyaltyconstructindicatedthatmostoftheparticipantsconsider
existingsharebrokingfirmastheirfirstchoice.Theyalsosaypositivewordsaboutthefirmandits
productsandservicestootherpeople.Thestudyfoundthattheyarecommittedtowardsthefirm
anditsinvestmentproducts/servicesandoftenrecommendtoothers.Thefindingsprovidedinsight
intothedimensionsthatcontributetotheacceptanceofCRMsysteminstockbrokingservicesfrom
customers’perspective.

Thestudyprovidessomekeyrecommendationsbasedonthefindingsandinformaldiscussionwith
participantsduringthesurvey.Mostoftherespondentsrevealedthattheydonotgiveregularfeedback
toimprovefirm’sproductsandservices.Stockbrokersshouldpromotetoinstallthefeedbackboxes
intheiroffices.Additionally,theymustencouragetheiremployeestotalktotheircustomersinthis
regard.Thestudydatarevealedthattrustdoesnotdrivetheinvolvementofcustomersinstockbroking
services.Itmaybepossiblethatfirm’sstaffandservicesarenotcapableofbuildingenoughtrust
toinvolvecustomersintheserviceprocess.Themajorityofparticipantshadalsocomplainedthat
stockbrokersinitiallytakeapersonalinterestincustomercareduringthetimeofcustomeracquisition
butlaterstartedtoignorethem.Itcanbeoneofthereasonsforcustomerdissatisfactionthatcan
affectcustomerretentionandloyalty.Asconsumerbehaviorischangingrapidly,thereisaneedto
cultivatecustomers’trustwithinnovativeways(GanguliandRoy,2011).Amostimportantissuehas
cometolightduringthediscussionwithparticipantsthatalthoughtheygettheinvestmentcallsand
advicebytheirfirmbutdonotfollowthesame.Theyinvestbasedontheirmarketknowledgeand
expertiseandsufferlosses.Itisimportanttoconductinvestmentawarenessprogramsforcustomers
bystockbrokersfrequently.Additionally,thedemographicclassificationofthestudydatarevealedthat
mostoftheelderpeoplebelongedtoservice,andbusinessclasscategoryandadmittedthattheydo
notgetthetimeforofflineinvestmentortradingbutwanttodothethroughonline.Simultaneously,
theyrevealedtheirlackofknowledgeandconfidenceononlineprocess.Here,thebrokers’roleis
importanttoeducatethemwithaproperdemonstrationoftheonlinetradingplatformoftheirfirms
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indrawingmorebusiness.Moreover,thestudyrevealedthatmostoftherespondentsweremale.
Typically,Indianwomenbelieveonsavings.Mostly,theydonotpreferinvestmentduetoriskfactor
associatedwiththestockmarket(Sahi,2013).Additionally,investmentdecisionsarestilldominated
bymalesintheIndiansociety(PaluriandMehra,2016).Ofcourse,thesituationischanging,but
itwilltakemoretimetoawareandmotivateIndianwomenforinvestmentinstockmarket.Aswe
areawarethatriskistheinevitablepartoftheinvestment,identifiedCRMdimensionswouldhelp
managerstogeneratemoretrustincustomers.Itcanbeanopportunityforstockbrokerstomotivate
andeducateIndianfemalestoparticipateininvestmentandtradingactivities.Itwillimprovethe
marketcapitalizationandultimatelyfinancialperformanceofthestockbrokingfirms.

6. MANAGERIAL IMPLICATIoN

Thephenomenonofdecliningcustomersatisfaction,retentionandcustomerloyaltybecomesthemajor
concernofthestockbrokersthatdeterminefinancialperformanceofthem(KushwahaandAgrawal,
2015).Thefocusonkeycustomervariablesisimportantinafinancialindustrywherederegulation
hasgivenmoreoptionstocustomers(LevesqueandMcDougall,1996).Thestockbrokingindustry
isalsonotanexceptionandpassingthroughaphaseofcustomermarket.Instockbrokingsector,
customersatisfactionisquiteacomplexissueandalsoresponsibleforcustomerretentionandloyalty.
Increasingexpectationsofcustomersfromsharebrokingserviceshaveledfirmsandtheirmanagersto
becomecustomer-centric,whichhasbeenresultedintheintroductionofCRMpracticestoimprovethe
qualityofservices(KushwahaandAgrawal,2014).Thepresentstudysuggestedseveralimplications
forstockbrokersandcontributedtotheexistingliteraturebasedonempiricalinvestigations.The
studyindicatedthattheproperimplementationofCRMsystemcouldbuildmorecustomertrustand
involvementintheserviceprocesswhichtriggersenoughsatisfactionforthecustomers.Asprevious
studieshavesuggestedthatcustomersatisfactionisakeyconstructtoaffectcustomerretentionand
loyalty(LuoandHomburg,2007),thefindingsofthepresentstudyalsofollowthesametrend.The
study shows that customer satisfaction strongly drives customer retention and customer loyalty.
Moreover,itwasfoundthatcustomerretentionisalsothesignificantpredictorofcustomerloyalty
inthecontextofstockbrokingservices.

The expectation of getting good returns on investments attracts many investors toward the
stockmarket.Buttheyforgetthefactthatriskisassociatedwithreturnandthestockmarketisnot
anexception.Mostly,ithasbeenobservedthatstockbrokersdonotproperlyguidetheircustomers
aboutthecurrentmarketscenarioorcustomersdonotfollowtheinvestmentadvicewhichtheyget
fromtheirbrokers.Ultimately,customerssufferlossesandstartavoidinginvestmentinfuturewhich
impactonfinancialperformanceofstockbrokers.Thefindingsofthepresentstudywillbeuseful
forthestockbrokingfirmstoformulateappropriatebusinessstrategiesforbuildingcustomerloyalty.

7. LIMITATIoNS ANd FUTURE RESEARCH dIRECTIoN

Alltheconstructsinthestudyweremeasuredatonepointintime.Itmaybeworthwhiletostudy
customervariablesover time inorder tobeable to take intoaccount thedynamicsofconsumer
behavioralpatterns.Thepresentstudyonlyemphasizedonthecustomer’ssidethanonthefirm’s
side.Futureresearchshouldalsorecruitstockbrokingfirm’semployeesandmanagerstogenerate
resultsmoreapplicable.Thefindingsofthestudycanserveasaguidetowardsfurtherresearchin
sameaswellasindifferentfields.Toconfirmitsapplicabilityinotherfinancialserviceslikebanking,
insurance,mutualfunds,loans,etc.,thesamestudyshouldbereplicated.Asstockbrokingfirmshave
alwaystriedtokeepitsformatstandardinit’sallnationaloperations,thescopeofthestudymaynot
belimitedtoageographicallocationandwillguidethestockbrokersandmanagerstounderstand
customerbehavior toattractandretain them.Althoughthereweremoremaleparticipants in the
study,itwouldnotaffecttogeneralizetheresults.MajorityofIndianwomenareknownforsavings
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(PaluriandMehra,2016).Especially,inthecaseofthestockmarket,theykeepdistanceduetothe
riskfactor(Sahi,2013).FuturestudiescanbeconductedtoknowthathowCRMsystemcanhelp
toreducetheriskfactorinthestockmarket.Thepresentstudywouldplayanessentialroleinthis
regard.However,irrespectiveoflimitations,thecurrentresearchhascontributedtowardstheexisting
literatureonCRMeffectivenessfromacustomerperspectiveinthestockbrokingservicesandopens
achannelofresearchonmultipleunexaminedmattersconcerningtheCRMeffectivenessandits
impactonkeycustomervariables.
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APPENdIX A

Table 4. List of scale items

Latent variables Observable variables Citation

CRMDimensions

I.CustomerCentric(CC) Specificinvestmentneeds(CC-1) Yapetal.(2012)

Customizedinvestmentproducts/services(CC-2) BattorandBattour(2013)

Value-addedinvestmentproducts/services(CC-3) ZeynepandToker(2012)

Maximumreturnonportfolioinvestment(CC-4) Linetal.(2010)

II.KnowledgeSharing(KS) Generateanddisseminateinvestmentadvice(KS-1) ZeynepandToker(2012)

Updatedinvestmentinformation&calls(KS-2) ZeynepandToker(2012)

Employeeknowledge(KS-3) GuptaandDev(2012)

Accuratetradingtransactions(KS-4) Yapetal.(2012)

Willingtohelp(KS-5) Akroushetal.(2011)

III.InformationProcessing
(IP)

Technologicalinfrastructure(IP-1) ZeynepandToker(2012)

Shareinformationacrossallcontactpoints(IP-2) BattorandBattour(2013)

Manageandsharereal-timeinformation(IP-3) BattorandBattour(2013)

Two-waycommunication(IP-4) Linetal.(2010)

Trust(T) Reliableservices(T-1) Chenetetal.(2010)

Honestandtruthful(T-2) Yapetal.(2012)

Keeppromises(T-3) TohidiniaandHaghighi(2011)

Consistentservicestandards(T-4) Padmavathyetal.(2012)

Trustworthy(T-5) TohidiniaandHaghighi(2011)

CustomerInvolvement(CI) Followinvestmentadvice(CI-1) ParishandHolloway(2010)

Regularfeedback(CI-2) GuptaandDev(2012)

Cooperateandsupport(CI-3) Yang(2012)

Sharingpersonalinformation(CI-4) HauandNgo(2012)

Involved(CI-5) FatimaandRazzaque(2013)

CustomerSatisfaction(CS) Easytouse(CS-1) VellaandCaruana(2012)

Fitwell(CS-2) Vellaetal.(2013)

Customercomplaints(CS-3) SmithandChang(2010)

Efficientlyresponses(CS-4) Akroushetal.(2011)

Safeandsecure(CS-5) VeraandTrujillo(2013)

Meetuniquespecifications(CS-6) Yapetal.(2012)

Overallsatisfied(CS-7) GuptaandDev(2012)

CustomerRetention(CR) Long-lastingrelationships(CR-1) Hillebrandetal.(2011)

Higherprices(CR-2) Coenenetal.(2013)

Repurchase(CR-3) SmithandChang(2010)

Cross-buying(CR-4) ChanandWang(2012)

CustomerLoyalty(CL) Saypositivewords(CL-1) Delcourtetal.(2013)

Recommendproducts/services(CL-2) Oztaysietal.(2011)

Firstchoice(CL-3) Delcourtetal.(2013)

Committed(CL-4) ParishandHolloway(2010)
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