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Abstract

Title: An exploration to switching barriers of dissatisfied customers in banks: Swedish

context.

Authors: Uttam K.C, Mohammad Moazzam Hossain, Mohammed Khorshed Alam.
Supervisor: Emil Nummien.

Department: School of Management, Blekinge Institute of Technology

Course: Master thesis in business administration, 15 credits.

Background and Problem Discussion: Much of attention has been paid to find out the
reasons why dissatisfied customers switch the banks and few researches have been done to

explore the reasons why they don’t switch even being dissatisfied.

Purpose: The purpose of our study is to explore the underlying factors that influence the
dissatisfied customers to continue with existing bank in Sweden as well as why they don’t

consider having other secondary bank as additional service options.

Method: Exploratory research methods were carried out with qualitative approach for
collecting and analyzing the data to conduct the thesis. Primary data is collected through one -

to-one in-depth interview.

Theory: Most of the literature used in this thesis is relevant to our area of research. Different

theories of switching barriers and sources of dissatisfaction have been discussed in this thesis.

Analysis: The empirical data were analyzed relying upon theoretical proposition. For this
purpose the three steps of data reduction, data display and conclusions were drawn following
a descriptive and narrative analysis of themes with our findings collected while one-to-one

in-depth interview.

Conclusion: This thesis testifies the significance of switching barriers namely inertia,
investment in relationship, switching costs, availability of alternatives and service recovery in
the context of Swedish consumer. Though the barriers are proved as switching barriers it
shows different trend in Swedish customers. That, inertia stands as a dominant barrier
following other barriers in line with less effect. Other than those discussed barriers, “family
ties/bond” was discovered as a new barrier. Moreover, due to high quality of internet banking
in Sweden customers’ are compelled to be loyal with same bank. Findings of the Thesis also

shows that, Swedish bank customers are less inclined to have other bank as secondary one.
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Chapter 1: Introduction

The introductory chapter of the thesis will provide the reader with an overview of the
research area. It starts with a brief discussion of the background that will be followed by
the some important key concepts relevant to research topic. The problem discussion part is
presented afterward which ends with the research questions and purpose of the study. An
overview of the Swedish bank is also presented within this chapter. Finally, the outline of

the thesis gives the reader an insight on how the thesis is presented.

1.1 Background:

In today’s ever volatile and highly competitive market place, customers are the key success
factor for almost every kind of organizations. “Dissatisfied customers have a chance to
destroy the organization’s customer base and thereby erodes its fame” (Levesque and
McDougall, 1996). It is evident from the existing literature that companies, especially service
providers, are more concerned about customers profitability and thus their satisfaction which
leads to enjoy more loyal customers. When customers are satisfied on the services of an
organization they continue their relationship with the service provider and practice purchasing
repeatedly. Repeated purchase and loyal customer base are success factors and preconditions
to guarantee a company to earn more profit and help create a strong foothold in business
arena. Like other industries, satisfied customer is a prerequisite for a bank that wants to
establish long-term customer relationship and wants to retain customers for longer time

(Homlund and Kock, 1996).

Serving the existing customer base is more economic than attracting new customers. Ndubisi
(2004) mentioned in his research that the cost of serving one loyal customer is significantly

less than the cost of attracting and serving one new customer.

In the financial services sector where drastic changes, increased deregulation and intense
competition have created an environment letting consumer’s abundance of choice in
satisfying their financial needs. In order to cope up with the changes, retail banks are focusing
their strategies towards improved service quality to increase customer satisfaction and thus
loyalty (Levesque and McDougall, 1996). A business or service firm can improve its
customer satisfaction and thereby retention rates by various activities available to the firms.

The current literature implies that substantial achievements in customer satisfaction are likely



to come from improvements in service features, service quality and customer complaint

handling (Levesque and McDougall, 1996).

However, “satisfied customers are not necessarily loyal, again dissatisfied customers do not
always exit” (Rowley and Dawes, 2000; Hirschman, 1970; Day, 1984 cited in Yanamandram
and White, 2004, p.2). Dissatisfied customers try to choose a better alternative and search
different options available. Customers have more options when a market is a competitive one.
As such same thing goes in a competitive market for example financial sector where
customers search for alternative banks offering similar services, resulting in dissolution in the

relation with the bank, with which he was dissatisfied.

However, Homlund and Kock (1996, p. 290) argued that “if the customer is dissatisfied a shift
of bank can be impossible if: there are no perceived or real alternatives available; or the
bonds, particularly the economic and legal bonds, function as high exit barriers. In these case
the relationship between the customer and the bank may persist long-term, not because he is

satisfied with bank but because he is forced to stay with the bank”.

The following section will delineate the definitions of factors involved in decision process of
not switching to another service provider despite dissatisfaction as it necessitates discussion
about the concepts pertaining to the research area “Customer switching or staying decisions

process in banks”.

1.1.1 Loyalty:

In existing literature scholars enumerated customer loyalty in a number of ways. Jacoby and
Kyner (1973, p.28) cited in Hallowell (1996) defined customer loyalty in two distinct ways.
Firstly “loyalty is defined as an attitude” and secondly “loyalty is defined as behavioral”.
Different feelings create an individual’s overall attachment to a product, service, or
organization (Fornier, 1994 cited in Hallowell, 1996). That is, in attitudinal loyalty a customer
might have positive or negative impression towards a specific product or service of an

organization.

Examples of behavioral loyalty include continuing to purchase services from the same
supplier, increasing the scale and or scope of a relationship, or the act of recommendation (Y1,

1990 cited in Hallowell, 1996).



Gremler and Brown (1996, p.173) referred to service loyalty as “the degree to which a
customer exhibits repeat purchasing behavior from a service provider, possesses a positive
attitudinal disposition toward the provider, and considers using only this provider when a

need for this service arises”.

Further Gremler and Brown (1996) in their discussion referred to many authors described the
distinctiveness of service loyalty:

(i) service providers are able to create comparatively strong loyalty bonds with their clients
than do many suppliers of more tangible products, (ii) loyalty is greater or more pervasive
among service customers than among goods customers, (iii) service providers have more
opportunities for person to person interactions which results in more opportunities for loyalty
to develop (iv) perceived risk is often greater in services than goods when purchasing and (v)
switching between some service providers may involve certain barriers that may not present

with brand switching with goods suppliers.

Gremler and Brown (1996) mentioned about service loyalty constructs. To them service
loyalty constructs consists of three separate dimensions: behavioral loyalty, attitudinal loyalty
and cognitive loyalty. Recently, researchers have proposed three dimensional
conceptualizations of loyalty, where dimensions include behavioral, attitudinal, and cognitive
components where, cognitive components reflecting customers’ brand belief and exclusive
consideration of one service provider (Bloemer et al., 1999; De Ruyter et al., 1998; Glemer

and Brown, 1996 cited in Jones and Taylor, 2005).

As industry particular issues and characteristics affect consumer behavior so does loyalty in
financial services (Lewis and Soureli, 2006). “A definition of the term which incorporates all
the dimension that have been found in the literature should include long term intention to
repurchase of services, high degree of customer preference, customers’ recommendation and
advocacy, customers’ price indifference, low likelihood of switching and high potential of
increasing volume of product use. Thus, combinations of cognitive, effective, conative and

behavioral loyalty are also applicable in financial service sector” (Lewis and Soureli, 2006,

p-16).



1.1.2 Customer Satisfaction:

The issue of customer satisfaction is a vital concern for the organizations as satisfaction is one
of the factors towards loyalty. Organizations are thoroughly investigating why and how
customers are satisfied. A number of Researches have been done in quest of the constructs of

customer satisfaction.

Hallowell (1996, p.28) referred to Blanchard and Galloway, 1994; Heskett et al., 1990,
expressed that “the service management literature supports customer satisfaction is the result
of a customer’s perception of the value received in a transaction or relationship-where value

equals perceived service quality relative to price and customer acquisition costs.”

In today's increasingly competitive environment, quality service is critical to corporate
success. In many services quality literature it is assumed that higher services quality leads to
customer satisfaction, which leads to customer loyalty and this ultimately leads to customer’s
profitability. Among others, Rust and Zahorik (1993), in their research addressed the chain of
impact of services quality to customer satisfaction, customer satisfaction to customer retention
and loyalty and customer loyalty on the profitability. They also argued further that
maintaining an existing customer is far more challenging than making a new customer. So,
service providers must make efforts in retaining their customers by satisfying them. Once the
customers are satisfied, there is a greater probability to be loyal and which ultimately reflects

on the profitability.

In order to retain customer satisfaction and thereby profitability, companies need to
differentiate their offers in terms of quality from that of competitors. According to loanna
(2002) isolation of product is unworkable in a competitive market like the banking industry.
Banks are usually delivering the same types of products throughout of a country. For
example, there is usually only least variation in interest rates charged or the collection of
products available to customers. Bank prices are fixed and settled by the marketplace. Thus,
bank management tends to distinguish their firm from competitors through service quality.
Service quality is a crucial element impacting customer’s satisfaction level in the banking

sector.



Besides, satisfied customers likely look for alternative service provider because where they
might get better service compare to existing one. That is, retaining customers is also reliant on
some other factors which include a wider range of product offering, greater convenience,
competitive prices and increased income (Storbacka et al., 1994 cited in Cohen et al.).

However, Fornell (1992) in his study of Swedish consumers, opined that although quality and
customer satisfaction appear to be essential for all firms, satisfaction is more necessary for

loyalty in industries such as banks, insurance.

So it can be underpin that to retain the existing profitable customers in competitive banking

industry, it is of vital to develop and maintain satisfaction of customers.

1.1.3 Customer Dissatisfaction:

In general, dissatisfaction is a person’s feelings of disappointment resulting from comparing a
product’s or service’s perceived performance or outcome in relation to his or her expectations.
If the performance falls short of expectations, the customer is dissatisfied (Kotler and Keller,

2006, p.144).

Service industries are to face significant problems dealing with Customers’ dissatisfaction
issue (Fornell, 1992 ; Singh, 1990). It is a kind of emotions, is often experienced after failed
service encounters (Bougie et al., 2003). Customer may experience dissatisfaction in response
to waiting for service, dealing with un-attentive or ill-mannered employees and core service

failures such as billing errors or poorly executed repair jobs (Bougie et al., 2003).

Customers’ dissatisfaction has influence in diminishing an organizations’ customer base and

gradual extinction of the firm’s reputation (Levesque and McDougall, 1996).

Richins, M. (1983) argued that highly dissatisfied customers may have enduring effects in
terms of negative image and thereby reduced sales for the firms. In his research he also found
that manager tended to measure dissatisfaction level by maintaining complaint rates and
assumed that if complaint rates are minimum, overall dissatisfaction level is low and thus the
aforesaid negative effects is negligible. To this end he also argued that in every firm, there are
some dissatisfied customers with their products or services but the numbers are insignificant

to be concerned with.



Although there include various reasons of dissatisfaction, customers usually respond their

dissatisfactory experiences in three ways i.e. exit, voice and loyalty (Hirschman, 1970).

However, we have tried to delve deeper and deeper into studies examining the reasons which
compelled customers to remain loyal despite the dissatisfactory experiences with their
existing banks. In this regard to explore the reasons behind, we feel it necessarily requires an

analysis to Customer switching behavior, intention and switching barriers.

1.1.4 Customer switching behavior, intention and switching barriers:

It is rational that customers always look for the best in terms of service offering, quality, word
of mouth and values. They always go through a cognitive study process where they decide to
either stay or leave a service organization (Colgate and Lang, 2001). Despite the rational
behavior of customers, they rarely intend to dissolute their relation to suppliers.
Yanamandram and White (2004, p.1) referring to other authors mentioned “Just as satisfied
customers are not necessarily loyal, dissatisfied customers do not always exit”. They are to
consider several factors to decide whether to switch from existing supplier to alternative one.
The factors that influence customers in this stage are termed as “switching barriers” which
include relationship investment, switching costs, availability and attractiveness of alternatives,

Service Recovery (Colgate and Lang, 2001), inertia (Yanamandram and White, 2004).

Customer maintaining a relation with supplier investing long time can be termed as
relationship investment. Customer becomes skeptic losing their relation with the service
provider while they are intending to switch to other competitor. Yanamandram and White
(2004), referred to Berry and Parasuraman (1991) who claimed that effective relationship
specific investments increase customer’s dependency because they raise the costs of switching
to competitors. They also argued that by switching to a competitor, the customer would lose
the benefits from the relationship specific investments that might not readily available from

the competitors.

Having studied past literature it is realized that switching costs are important factors that act
as switching barriers. These costs include the cost of changing services in terms of time,

monetary and psychological costs (Dick and Basu, 1994; Sengupta et al., 1997).



Gronhaug and Gilly (1991) referred by Colgate and Lang (2001) ““a dissatisfied customer may
remain “loyal” because of high switching costs”. For example moving to a new service
provider requires investment in terms of money, time and effort which act as a significant

barrier to a customer taking action when they are dissatisfied with that service provider.

The few number of alternative service providers may influence customer to stay with existing
service provider. This is because due to monopoly business structure, there may not be many
or any alternatives and consumers may perceive that there are few alternatives in the market

because many of the alternatives are not in their evoked set (Colgate and Lang, 2001).

Colgate and Lang (2001, p.334), referred to Gronroos, (1988), defined the final category of
switching barrier as “Service recovery includes all the activities and efforts employed by a
service organization to rectify amend, and restore the loss experienced by the customer
following a service failure”. A successful service recovery process can turn customer
dissatisfaction to satisfaction and thus customer defection in the form of switching to

competitor.

Of late, switching barriers have been used as effective marketing strategic tools for many
organizations to make it complex for customers when they think to change another supplier.
These barriers discourage customers from leaving the current organization (Cohen et al,
2006). “Even with relatively low levels of satisfaction, the customer continues to patronize the
service provider because repurchasing is easier and more cost effective than searching for a
new provider or sampling the services of an unknown provider” (Curasi and Kennedy, 2002,

p-327).

1.2 Problem Formulation:

It is generally believed that the longer an organization can keep a consumer the greater the life
time revenue from that particular consumer. Rust and Zahorik (1993) discussed that customer
retention becomes an important sources of long term business success and Customers

continue to take service from existing service provider when they are satisfied.

Customer Dissatisfaction stands as crucial problem in service industries like banks (Sing,

1990; Fornell, 1992). Organization’s customer base will be diminished by dissatisfied

7



customer, forcing the firm to rely on a turbulent customer mix and reduce the firm’s

reputation (Levesque and McDougall, 1996).

Customer may not switch or discard their relationship though they assumed to do so in certain
situation. On the other hand, it can’t be assumed that customers who do not intend to switch

or continue the relation are definitely loyal to the service provider (Cohen et al., 20006).

Holmlund and Kock (1996) argued that customers were trapped by the banks because of the
barriers, which made it more or less impossible to switch to a different bank. For example, a
customer who has loans from a bank generally finds it difficult to switch to another bank,
because of the loan contract bindings which includes not only loan accounts but also other
accounts held by customer. This in turn forces customer to continue the relationship because
of exit barriers, not exactly because of satisfaction with the bank. They also argued that many
customers feel that banks create these exit barriers and when the customer is locked in then

the bank starts charging for bank services.

There are also some more elements that act as barriers to customer to move to the other bank
which include switching cost (i.e. transaction costs, search costs, learning costs, emotional
cost, loyal customer discounts), ( Fornell, 1992; Jones et al., 2000; Colgate and Lang, 2001;
Panther and Farquhar, 2004); Interpersonal relationship, availability of alternatives(Jones et
al., 2000; Colgate and Lang,2001; Panther and Farquhar,2004 ); inertia(Yanamandram and
white, 2004) and service recovery (Colgate and Lang, 2001).

There has been a little research about why dissatisfied customer do not switch or stay with
service organization while a significant amount of research has investigated the reasons that
dissatisfied customer switch service organization (Colgate et al., 1995; Colgate and Hedge,
2001; Crosby and Stephens, 1987; Keaveney, 1995; Levesque and McDougall, 1996). Among
these Panther and Farquhar (2004) research contributed significantly on dissatisfied customers

of financial services.

Thus, our research area centers on finding factors that influence to resist dissatisfied customer

of a bank to switch from existing bank to another bank in Swedish context.



1.3 Overview of Swedish Banks:

Swedish banks are the biggest and important players in the Swedish financial market. Two
authorities, Finansinspektionen (the Swedish financial supervisory authority) and The

Riksbank (the Swedish central bank) governed the Swedish financial market.

The Swedish market is composed of four types of banks namely, Swedish commercial banks
(joint stock banks), foreign banks, saving banks and co-operative banks. At the end of 2003
Sweden has the total of 127 bank and all the banks are members of Swedish banker
association. Swedish commercial bank is divided into three categories of which the “big
four”- Swedbank, Svenska Handelsbanken, Nordea, and SEB, together accounted 80 percent
of the total assets on banking market. These four banks share many similarities, but also they
do differ in many ways like type of client, pricing of services and distribution channels. Over
the past decades, Sweden’s leading banks have evolved into financial groups with extensive
international activities and also involved geographical expansion, especially within the Nordic
and Baltic regions. Swedbank has most branch offices i.e. 510 branches in Sweden followed
by Svenska Handelsbanken 450 branch offices, Nordea 270 branch offices and SEB 200
branch offices. Many of these banks also offer their services in cooperation with others
players such as the Swedish Cashier services, supermarket and petrol station. In recent years
the focus of these branch offices shifted to provide advisory services and selling the banks

products and services.

From past decade’s, niches banks and foreign bank branch as a group are able to capture
higher market shares in Sweden. Niche banks such as ICA Banken, Skandia Banken,
Lansforsdkringar Banken and lkano Banken and foreign bank like Danske Bank have

gradually expanded their range of services, but still these banks focused on the retail bank.

There are also numerous independent saving banks in Sweden. These banks operate on local

or regional market and accounted for 5 percent of the total banking market.

Swedish banks are well equipped with the substantial coverage of internet banking services.
These banks offer customers online status on accounts and other assets, online payments, and
the possibility to buy and sell unit in funds and shares. By the end of 2003, Sweden banks had

more than 4.7 million customer out of the total 9 million population. Most of the payments are

9



made through the mediation of banks or credit card company except minor cash payment. The
most common means of payments are the various charge cards and electronic Giro. Accounts
with Swedish banks accommodate the salary deposits, ATM withdrawals, credits and charge
card purchase and automatic transfers. To facilitate this, Swedish banks invest heavily in
developing efficient, customer friendly online banking system. Swedish banks have more
than 2600 ATMs national wide which represents its strong ATM network. (Bankforeningen,
2005)’

1.3.1 Role of niche banks in Sweden:

Some commercial banks were formed focusing on the retail banking market and mainly
distribute their products and services online or in the form telephone are often called niche

banks.

Since the late 1990s niche banks have made steady inroads into the Swedish market. Most are
offshoots of retail chains or housing co-operatives. Some of the popular niche banks are
Ikanobanken (owned by the Ikea furniture retailer), [CA Banken (owned by the Swedish-
Norwegian-Dutch food retailer ICA), Skandia Banken and Lansforsakringar Bank.

These banks are focused on the private consumer and mainly distribute their services via the
internet or by telephone. Niche banks such as Skandia Banken, Lansforsakringar Bank and
Ikano banken opened telephone banks and internet banks in the mid 1990s and ICA Banken in
2001. In spite of gradually increased in range of services, these niches bank are still focused

on retail banking (Bankforeningen, 2005).

Ikanobanken’:
Ikanobanken operates its business with some distinctive offers and started gaining a position
in Swedish financial market significantly. It’s service packages are as below:
1. No annual fee the first 12 months for visa (credit card)
2. 25 ore discount/liter of petrol at Preem manned stations.
3. Customers can apply for loan directly and even through telephone for 2000sek to
350000sek at low interest.

4. No post charge

! www.bankforeningen.se/upload/banks_in_sweden_003.pdf.surfing date:2008.07.10
http://www.ikanobanken.se/; surfing date:2008.11.19
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5. Interest is individually and affected including applicants income & how much he/she
borrow.
6. It offers car loan at low interest rate without charging processing fees.

7. It also offers property loan with right mortgage.

ICA Banken™:

This bank has inaugurated its journey in 2001 with a mission to provide more convenient life
for ICA’s customers through its financial services and in order to increase their loyalty to
ICA. It also reduces transaction costs for ICA stores and ICA AB from customers who use
other banks and credit cards. A fair interest rate on current accounts, simple-to understand

terms and low fees are the philosophy at ICA Banken.

ICA Banken offers the basic services as per customers’ wants and needs. These include
current accounts and various forms of bank cards. This bank also offers unsecured loans with
competitive terms and conditions. ICA bank offers its mortgage loans in cooperation with
SBAB and its accident, life and disability insurance services are offered in cooperation with
Genworth Financial. ICA Banken continues to install new ATMs in stores which now become
total in 105nos. The Bank’s Customers number increased to 350000 in 2008 which was
285000 in previous year. More other services of the bank for example equities, mutual funds
and individual pension savings (IPS) are also offered in cooperation with Nordnet Bank AB in

2007.

A customer who receives an ICA card will receive 3 other different bank cards, tailored to
different needs such as an ordinary bank card, a youth card and ICA bank card plus cards and
credit cards in one. The services offered by these bank cards include high interest rate on

savings, bonus of ICA and STATOIL

It is assumed that Swedish customers might have any of the niche banks as one of their
specialized secondary bank because of some identical services offered by those banks.
However, in our survey, we found that most of the Swedish customers are less inclined to

have a small bank as secondary one. Perhaps the reasons for not to be interested in these kind

3 www.icabanken.se, surfing date: 2008.11.19
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of bank are their infrastructural setup, financial strength, lack of available bank outlet and

effective marketing coverage.

1.4 Research Question:

Why don’t the dissatisfied customers of a bank move to other banks in Sweden and have any

other bank as supplementary one?

1.5 Purpose of the study:

The purpose of our study is to explore, in Swedish context, the factors that influence the
dissatisfied customers to continue with existing service provider as well as why they don’t

consider having other secondary bank as additional service options.

1.6 Outline of the Thesis:

This thesis has been arranged in six chapters. The introductory chapter covers the background
and some key concepts that are related to the topic customer loyalty, customer satisfaction,
customer dissatisfaction, switching intentions, switching barriers etc. This chapter also
contains research objective and the Research Question. The methodological part in second
chapter gives a view on how the Study was carried out. The third chapter made up of related
literatures and theories signifies the research topic that leads to the development of the
conceptual model. Chapter four presents empirical Data from conducted interviews. The
presentation of the analyzed data is included in Chapter Five. The concluding chapter
summarizes the thesis findings and also outlines the implication for theory, implication for

further research and the limitations. See Figure 1: outline of the thesis.
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Chapter 1: Introduction
Consists of background, and some key concepts. This is then followed by

problem discussion, research question, and purpose of the study.

y

Chapter 2: Research Methodology
Will explain how the research has been carried out.

A 4

Chapter 3: Theoretical Framework
Discussed related literature and theories signifies the research topics, which
leads to the development of conceptual model.

A4

Chapter 4: Data Presentation.

Present the empirical data from the conducted interview.

y

Chapter 5: Analysis.
Present the analyzed data with the help of relevant theories.

y

Chapter 6: Conclusion
Answer the research question, summarizes the thesis findings and also outlines
the implication for theory, implication for further research and the limitations.

Figure 1: Outline of the thesis.
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Chapter 2: Methodology

This chapter serves the readers with a detail idea about how the research has been carried
out. It includes the research design, research approach, data collection sources and the
data analysis method. It also includes the referencing methods and the theories that had
been used for conducting of the thesis. This chapter helps the reader to clearly understand

how the research had been conducted.

2.1 Research Design:

Several ways could be followed to carry out research. A research design is a set of advance
decision that makes up the master plan specifying the methods and procedures for collecting
and analyzing the needed information (Burns and Bush, 2006). According to Ghauri and
Gronhauge (2005), there are three types of research design available while conducting a

research: Exploratory, Descriptive and Casual.

The research question and research purpose of our thesis indicates the demand of both
exploratory and descriptive design, but we followed basically exploratory research method.

An exploratory research is a research method which is conducted to explore or search through
a problem or situation to provide insights and understanding. It could be used to formulate a
problem or define a problem more precisely, or to identify alternative courses of action or to
develop hypothesis or to isolate key variables and their relationship or to gain insight to
develop an approach to the problem or to established priorities for further research (Malhorta

K. N, 2004).

This is an exploratory research because in an attempt to gain insight into the research problem

by in-depth interview from the banks customer and the research is qualitative.

Furthermore a qualitative approach for collecting and analyzing the data is selected to conduct
the thesis. The rationale behind choosing qualitative approach is, it emphasizes on
understanding of the issues by critically examining the past empirical study done on and
around the research area and focus on understanding from the respondents’ point of view,

which fits the aim and outcome of our thesis.
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2.2 Data collection and source:

For collecting data there are two sources i.e. Primary and Secondary sources.

2.2.1Primary data:

When secondary data is not available or are unable to help to answer the research question,
then primary data is needed (Ghauri and Gronhauge, 2005).. The main merits of gathering
primary data which are collected for the particular project at hand and in accordance with the

research question and objectives which may not be available in any past literature.

2.2.2 Secondary data:

In many case, secondary data is enough to answer the research question .and also help to
better understands and explain the research problem. The sources include books, journals,

online data base and catalogues published by various organizations.

2.2.3 Data collection for the study:

For our study, we relied on both the primary and secondary sources. For secondary sources
we depend mostly on the electronic database such as EMERALD, and search engine like
ELIN provided by BTH and GOOGLE to retrieve past studies done around the research area.
Different key words and string of key words (loyalty, satisfaction, dissatisfaction and

switching barrier etc.) has been used to search for the relevant information.

In addition, in this study, we used different theories related to our research area. To develop
theoretical frame work some literature has been directly referred where as in some cases we
have used secondary citations i.e. some authors referred to others. The reason behind using
the secondary citation is due to limited access into the some essential journals and articles

which were required to support our argumentation and were relevant to support our work.

Most of the literature used in this thesis is relevant to our area of research. Different literatures

of switching barriers and sources of dissatisfaction have been used in this thesis.

To collect the primary data for the study, one to one in- depth interview was conducted in

privacy to avoid any other distraction or influences to ensure complete confidentiality. Each
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interviewee was asked questions from the interview guide which is divided into three
sections, and each interview took approximately 30-45 minutes. All the respondents’
discussions were recorded having fullest consent then recorded files were transformed into
written format for better data analysis. A total of 7 interviews were conducted in the region of
Karlskrona especially at the BTH. Open ended and semi structured questionnaires were used
in the interview guide. These questionnaires were developed according to the past literature
done on dissatisfaction and switching barriers. The reason behind using open ended and semi
structure questionnaires was to provide empowerment to the respondents to express their

feelings and views and to gain more insights on the research question.

While selecting the respondent, demographic factors have been taken into consideration.
Among the respondents 3 females and 4 males participated respectively, where focuses have

been given to maintain the gender balance and range of age.

Informants were between the 20- 50 age range and having income level between 20000-
30000 SEK per month, one of the informants was higher level business man thus, the income
level was more than 50000 SEK and level of education of the respondents was either under
graduation or post graduation. The rationale behind choosing those respondents was to fulfill
some criteria i.e. youth professional people between 20-30 year age group with satisfactory
monthly earning i.e. more than 15000 and commendable education level so that they can give
rational answer to the question and which is very essential for meeting the research question

and objectives.

2.3 Data Analysis:

Data analysis is a process of analyzing the collected data in a fairly manner. As per (Yin,
1994) there are two general strategies from which researches can choose to analyze data for
case study. The first one is relying on theoretical proposition and other one is developing a
case description. Since this thesis is a single case study, the data were analyzed relying upon
the theoretical proposition and which is the common strategy. The data were collected based
on the research questions and finding of the study was then compared with the finding of the

past studies .i.e. from the conceptual frame of references.
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For this purpose the three steps of data reduction, data display and conclusion
drawing/verification were followed as mentioned by Miles and Huberman (1994) cited in

(Ghauri and Gronhauge, 2005, p.206).

For data reduction, firstly, transcripts of the in-depth interviews were carefully read to identify
key points that match with our conceptual frame of reference, as this approach is quite
common in qualitative research. Secondly, for better analysis a descriptive, narrative account
of the main themes were prepared. Finally, repetitive data were excluded from the then
descriptive form of the main themes to shorten or precise our findings to the research

objective.

Data displays were affirmed by the use of data reduction and direct quotation from the
interview, to provide a clear expression of the qualitative data. Here we displayed data in a

tabular form to support and strengthen our findings with literal argumentation.

In fine, those data were analyzed relying upon the past literature and theories and mostly with
our insight views, understanding (developed while going through the past literature) and

interview process.
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Chapter 3: Theoretical Frame work

This chapter discusses the earlier studies done to the problem area and more exclusively to
the research questions. It starts with the overview of consumer’s behavior in financial
services, then moves to the Sources of dissatisfaction which provides some concept of
causes of dissatisfaction in banking sectors. It is followed by the customer responses to
dissatisfaction where some literature has been discussed. Switching Behaviors of Service
Customers, customer switching behaviors in bank services has been discussed to give the
idea of the process, how dissatisfied customer switch the service firms. There after a
discussion of the switching barriers was included. Finally, a conceptual model has been

developed based on the above literature review.

3.1 Consumer Behavior in Financial Services:

During the past decade, financial services industry has been experiencing substantial
structural changes results in developments in technology and deregulation. Deregulation and
the introduction of new forms of technology have paved the highly competitive market
environment which have had a significant impact upon consumer behavior (Beckett et al.,

2000) and also has made competition acute and borderless (Lee and Marlowe, 2003).

Besides, during this same transitional period society has also been changing with an obvious
trend towards greater consumer empowerment (Howcroft and Hamilton, 2007). That is,
consumers are now more likely to change their buying pattern when purchasing financial

products (Beckett et al., 2000).

Howcroft and Hamilton (2007) referred to Harris(2000) mentioned that the developments in
electronic online banking substantially empowers customers and make them more pro-active
in maintaining the banker-customer relationship. They also argued that in a financial service

setting rational buying behavior is more influential than emotional buying behavior.

Due to the technological changes, customers now have easier access to comparative data and
that’s way it allows them to switch providers at the “click of a mouse” (Darkin et al., 2003).

On the contrary, they also referred to Mols’(1998) research finding mentioning that internet
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banking customers shows comparatively more loyalty to their bank than those of non-internet

bank customers.

However, bank service providers can barely predict that their customers will continue to bank
with them or that they will be able to depend on the traditional banker and customer

relationship to cross-sell a high value, so-called secondary products (Beckett et al., 2000).

Customers of bank services consider some salient factors i.e. quality of service, processing
times, face-to-face contact with bank staff, accuracy, convenience and safety while

purchasing decision (Page and Luding, 2003).

The factor “Service quality” has impact on the repeat purchase intentions of both existing and
potential customers (Ghobadian, 1994). Purchaser are unable to judge services “quality” or
“value” prior to purchase and consumption because of its intangible nature. Ghobadian (1994)
referred to Meister (1990) argued that in a service setting, “customers judge quality by
comparing their perceptions of what they receive with their expectations of what they should

receive”.

Customers who are dissatisfied have high potentiality to react in a negative way than
customers who are not dissatisfied (Day er al., 1981). In attempts to explain customer
complaint behaviors some research argued that older, more educated, higher income females
are more tend to complain while other researches show no trend for these groups to express

dissatisfaction publicly (Bolfing, 1989).

Besides, increased levels of personal attributes such as boldness, self-confidence, and
personal control over one’s life experience (internal control) can lead to higher probability of

complaining (Fornell, Claus and Robert, 1979 cited in Bolfing, 1989).

It is critically important to the bank management from strategic point of view to better
understand their customers in an attempt not only to predict, but also to influence and

determine consumers’ buying pattern (Beckett et al., 2000).

e next sections will illustrate the consumer’s behavior and decision making processes in
Th t t 11 illustrate th ’s beh dd k

consequences of dissatisfaction where they are supposed to decide whether to continue with
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service provider or break up the relationship. Prior to this as a requisite of theoretical frame of

reference we tend to discuss about sources of dissatisfaction.

3.2 Sources of Dissatisfaction:

Some empirical studies of service satisfaction suggest that “the human interaction component
of service delivery is essential to the determination of satisfaction and dissatisfaction” (Bitner

et al., 1990, p.72).

According to Anderson and Sullivan (1993), when consumers’ perceived service quality

performance falls short of their expectation, they become dissatisfied.

Lewis and Spyrakopoulos (2001), in their research conducted on UK retail banking,

categorized the causes of dissatisfaction in banking sector into five groups i.e.

1) Banking Procedures:
*bureaucracy and slow banking, and

* failure to keep customers fully aware of their banking situation.

2) Mistakes (i.e. wrong statement)

3) Employee behavior and training:
*employees ignorant of certain banking procedures and

*employees unwilling or slow to help the customer

4) Functional or technical failures:
* long and/or unorganized queues
*ATM’s out of order
*limited network or branches
*incomprehensible statements of accounts, terms of loans, conversions
etc.

5) Action or omission of the bank that are against the sense of fair trade.

Yanamandram and White (2004), in their research mentioned nine factors as main reasons of
dissatisfaction. These are lack of branch locations, high interest rates on loans etc, low interest

rates on savings, long waiting periods, number of accounts fees, high account fees, poor
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counter fees, poor counter service, e-banking confusing, poor telephone banking service and

others.

Furthermore Johnston (1995), in his research demonstrated that, for personal customer of

banks, the main sources of satisfaction are attentiveness, responsiveness, care and friendliness
whereas the main sources of dissatisfaction are lack of integrity, reliability, responsiveness,
availability and functionality. Further he argued that, all the reasons of dissatisfaction are not
necessarily the other face of the sources of satisfaction though responsiveness is key

component in providing satisfaction and the lack of it is a major source of dissatisfaction.

Gronroos, C. (1984), cited in Panther and Farquhar (2004), argued service industry is much
prone to entail greater dissatisfaction than products because both technical and functional

aspects have an impact on consumer evaluation of the services.

In financial services, self-service technologies (SSTs) become more wining tool to deal with
customers resulting in customer dissatisfaction. To illustrate banks have adopted internet
banking as service delivery tool, with a view to providing better and lowering costs, and
sometimes new services to their customers (Mulligan and Gordon, 2002; Patricio et al., 2006
cited in Srijumpa et al., 2007). Further they explained that presently as a regular practice
banks start offering self-service technologies without having carefully studied what the true
outcomes will be when customers interact with technology without a human component in the
service encounter. SSTs interact with customer in a pre-designed way, rather than

understanding individual customer’s need.

Bitner et al.(1990), found several satisfactions and dissatisfaction drivers applying critical-
incident techniques. They identified key actions such as employee response to customer needs
and requests, failure of service recovery action, lack of prompt and spontaneous employee

actions result in both satisfaction and dissatisfaction.

Day and Bodur (1977) argued in their research that in most cases dissatisfaction is directly
linked with quality of suppliers performance. In their research most frequently mentioned
reason for dissatisfaction was, “The service was rendered in a careless, unprofessional

manner.”
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Some researchers observe dissatisfaction drivers are determined at the time when customers
directly interact with a service. Some aspects of a service may not be persuasive for customer
satisfaction but can lead to strong dissatisfaction when they are under performed. On the other
hand, some aspects of service lead to satisfaction if delivered properly, but may not

necessarily emerge dissatisfaction if absent (Srijumpa et al., 2007).

Furthermore, Bolfing (1989, p.5), argued that “Heterogeneity and intangible nature of services
itself frequently produced situation in which customers needs are misjudged or mishandled
resulting in customers’ dissatisfaction”. That is the nature of services itself is also a source of

dissatisfaction.

3.3 Customers’ Responses to Dissatisfaction:

“Customer dissatisfaction responses have been conceptualized as representing the outcome of
the consumer’s decision making process as they attempt to manage their market place
interaction”(Strahle and Day, 1985 cited in Panther and Farquhar, 2007). Many researches
have identified the response of dissatisfied customer as direct complaints, third party
complaints, switching, boycotts and negative word of mouth. It has also been found that some
customer despite of being dissatisfaction may simply remain inactive and take no action and

remain loyal to the same organization (Day et al., 1981).

According to Bolfing (1989) customer may react to dissatisfaction with services in different
ways i.e. changing loyalty patterns, exiting, communicating dissatisfaction to other consumer

in negative fashion, and seeking remedy through public channels.

The dissatisfaction may emerge from poor performance of any or all dimensions of the
service quality when the customer's desire for something better. Cost of service, the
possibility of physical or emotional damage, the prestige issue using the service, and any
inconvenience arising from the poor service likely to evaluate by customers when they are
dissatisfied. Moreover, consumers are likely to evaluate the investment of time with the
service as a measure to identify the level of importance of that particular service (Bolfing,

1989).
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Richins, M. (1983) cited in (Bolfing, 1989, p.6), “It seems intuitive that dissatisfaction with a
truly important service should generate a stronger consumer reaction than dissatisfaction with

trivial service experience.”

According to Hirschman(1970), customers have three option when they experiences
dissatisfaction with a firm; discontinue the relationship and switch to new services provider if
the products or services are still needed (Exit), communicating the dissatisfaction with a aim
to improve condition (Voice), and passively staying with the existing service provider in

anticipation that the situation will improve (loyalty).

Based upon the Hirschman model of Exit, Voice and Loyalty (EVL), Rusbust et al., (1982)
developed the Exit-Voice-Loyalty-Neglect (EVLN) model where they consider Exit and
Voice as active(i.e. customer response to the problem in hand) and destructive response (i.e.
destructive or unfavorable to the future relationship), loyalty and Neglect as passive response
(i.e. customer remain passive with regard to the problem), whereas Voice and Loyalty

becoming constructive responses (i.e. at least maintaining or improving the relationship).

Many researchers have investigated the switching behavior of the dissatisfied customer. Only
few researches have been done in attempt to reveal the dimension which act as the factors or
barriers to prevent customer from switching even they are dissatisfied. Since the purpose is to
seek the answer why some individuals or customers seemingly tolerate dissatisfactory

services experiences and stay with the provider concerned while other switch.

To this end we develop our questions based on a single facet activity like “exit” and our
research objective comes up to find out the answer of question, “Why customers do not

switch though they are dissatisfied?”

Accordingly we feel it is important to get some glimpse of the customer switching behavior in

services i.e. banks.

3.4 Switching Behaviors of Service Customers:

Customer switching behaviors in services have become critically important to both service
firms and service marketing scholars. Sevice providers are much aware about the negative

outcomes of customer switching on market share and profitability (Rust and Zahorik, 1993).
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Researchers have found that there are ways to improve the customer retention within the
services, many scholars suggested overall customer satisfaction can improve customers’
intention to stay with bank (Cronin and Taylor, 1992), relationship quality also have potential
to increase to customer retention (Crosby, Evans, and Cowles, 1990) and service quality
unfolded the positive effect on customer retention (Bitner et al, 1990; Boulding et al.,

1993).

Rust and Zahorik ( 1993) revealed that, a variety of potential and sometimes conflicting
reasons that customers might switch services.To illustrate they further mentioned that
customer switching decision has been related to perceptions of quality in the banking
industry. According to Keaveney (1995), the services literature also examines behavioral

intentions variables, such as "intentions to switch" or "intentions to repatronize a service”.

Since switching in services has attained the growing importances to service marketing
scholars, Keaveney ( 1995) unfolded determinents of cutomers’ decisions to switch service
providers, she examined critical events and series of events cause customer to leave current

service provider and to seek for new ones.

Many researchers found some other reasons for service loyalty and service switching, for
example, among those Bitner et al. (1990) mentioned time or money constraints, lack of
alternatives, switching costs and habit and Cronin and Taylor (1992) mentioned convenience,
availability of service and price may increase customer staisfaction and thus affect behavioral

intentions.

Acccording to Keaveney (1995, p.72), “although service quality failures and dissatisfaction
repreasent some of the reasons that customer switch services, they do not account for all of

them”.

The eight diterminants of customer service switching behavior proposed by Keaveney (1995)
has briefly been discussed below; in the model catagories and hierarchical sub catagories are

mentined:

Pricing: This category includes all critical switching behaviors that involved prices, rates,

fees, charges, penalties, price deals, coupons or price promotons etc..
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Inconvenience: The “inconvenience” category examines all the critical incidents in which
customer felt inconvenienced by service providers’ the incidents are, for instance, location,

hours of operation, waiting time for service or waiting time to get appointment and so on.

Core service failure: This category describes all core service failures including critical

incidents that were due to mistakes or other technical problems with the service itself.

Service encounter failures: service encounters were defined as a personal interactions
between customers and employees of service firms. Service encounter failures attributed to
some aspect of service employees behaviors or attitudes: (1) uncaring, (2) impolite, (3)

unresponsive or (4) unknowledgeable.

Employee Responses to service failures: This category descrives critical switching incidents
in which customers switch, not because of a service failure, but because of failed service

recovery attempt.

Attraction by Competitors: This category examines critical switching incidents in which
customers switch better service provider rather than an unsatisfactory provider who are more

personable, more reliable, provide higher quality and less expensive.

Ethical Problem: This category includes critical switching incidents that describes illegal,
immoral, unsafe, unhealthy, or other behaviors that deviated widely from social norms.
Unethical behaviors included (1)dishonest behavior, (2) intimidating behavior, (3) unsafe or

unhealthy practices, and (4) conflicts of interest.

Involuntary Switctiing and Seldom-Mentioned Incidents: This category describes
switching happens because of uncontrolable factors largly beyond the control of either the
customer or the service provider. This category of switching incidents includes if the service

provider or customer moves or other third party payer changes.
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Pricing

e  High Price

®  Prices Increases

e  Unfair Pricing

e  Deceptive Pricing
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e  Location\Hour

®  Wait for
Appointment

e Wait for services

Core Service Failure

e  Services Mistakes

¢  Billing Errors

e Services
Catastrophe

Service Encounter

Uncaring

Imploite
Unresponsive
Unknowledgeable

Responsive to Service

e  Negative Response
®  No Response

®  Reluctant Response

Competition

®  Found Better

Ethical Problem
e  Cheat
e  Hart sell
e Unsafe
e  Conflict of Interest

Involuntary Switching

e  Customer Moved
e  Provider Closed

Service
Switching
Behaviour

Word of mouth about
services switching

e Personal stroies
e  complaning

Search for New Service

e Word of mouth
e  Marketing
communication

Fig 2: Model of customers’ services switching
behavior (Keaveney, 1995).
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3.5 Customers switching behavior in Bank Services:

Likewise other service industries the bank industry is vulnerable to customer switching
behavior within the industry and therefore the issue has attained the importance to both
academicians and practitioners (Manrai L. A. and Manrai A.K., 2007; Chakravarty et al.,
2004).

Traditionally, banks and other financial services organizations engage in long-term customer
relationships. In past, Customer stayed with their bank over generation. Of course, this sort of
long relationship requires details interpretation to find the reasons. These reasons include
ignorance, inertia and dependence other than preference and loyalty. It is widely believed that
irrespective nature and basis Customer-bank relationships are no longer as secure (Stewart,

1998).

Banks managers are increasingly concern about the value of developing partnerships with
their customers for long-term profitability/survival which necessitates banks retaining existing
customers, preventing defections in the form of bank switching (Taylor 1996 cited in
Chakravarty et al., 2004). Researchers have tried to understand causes of customer’s defection
which is important for banks and other service providers in a competitive era and thus

concentrate on customer retention (Chakravarty et al., 2004).

Banks are realizing the need to seriously investigate the possibility of attracting and switching
competitors’ existing customers. The competing banks may be thinking the same way and
thus a strategy to retain existing customers is also needed (Manrai L.A and Manrai.A.K,

2007).
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3.5.1 Determinants of customer switching behavior in banks:

Many researchers have unfolded several determinants of bank switching behaviors. Colgate
and Hedge (2001) found classified reasons for switching banks into three broad areas, they
identified service failure, pricing and denied services are the main cause of bank switching

whereas problem with pricing had critical impact on switching.

Chakravarty et al. (2004) found the importance of strong relationship between bank and
customer in retaining loyal customer and reducing switching behavior, moreover, their finding
summed up that younger, more educated, higher income group, having problem with the bank
in the past and lower ‘reliability’ and ‘responsiveness’ have higher propensity to switch which

has a shorter duration than those with a lower propensity to switch.

Manrai, L.A and Manrai, A.K (2007) identified four overall dimensions of customer
satisfaction with bank services in order to identify the reasons for “bank switching” and “bank
loyalty”. Their findings were personnel related considerations, financial considerations,
atmospherics of the facility, and convenience. They suggest that if marketers pay much
attention on the issues can protect defection of bank customer in the form of switching to the
competitors and the findings imply that customer will switch if they are not treated fairly as
they expect so. Further, they identified bank customer decision to stay or switch critically
depends on a particular service in addition to satisfaction. Finally, the nature of competition
for different aspects of a bank’s service plays an important role in a customer’s decision to
stay or switch. Even if a customer was dissatisfied with a service and the service was
extremely important, the customer may not switch to another bank if the competitive offerings

were the same.
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3.6 Switching Barriers:

As we know that dissatisfaction almost always causes disloyalty and thus dissatisfied
customers are almost always prone to switch (Mittal and Lassar, 1998). On the other hand,
“loyal customers are not necessarily satisfied customers, but satisfied customers tend to be

loyal customers” (Fornell, 1992, p.7).

Many researchers argue that a customer may remain loyal or take no action at all even if they
are dissatisfied with their (current) service provider (e.g. Levesque and McDougall, 1996;

Yanamandram and White, 2004; Curasi and Kennedy, 2002).

Existing literature explains some barriers to switch from one service to another, when
customers intend to switch. From the past literature , it is known that many studies have
investigate the reasons why dissatisfied customer switch the services organization( Keaveny,
1995; Levesque and McDougal, 1996; Colgate and Hedge, 2001) and few research focuses on
the importance of switching (Richheld and Sassar, 1990; Mittle and Lasser, 1998).Only few
studies have investigated the reasons for customers staying with the services provider even
they are dissatisfied (Yanamandram and White, 2004; Colgate and Lang, 2001; Panther and
Farquhar, 2004).

While discussing about the switching barrier Fornell (1992), argued that these barriers make it
costly for the customer to switch to another supplier. According to him transaction costs,
learning costs, Search costs, emotional cost, loyal customer discounts, customer habit, and
cognitive effort, coupled with social, financial, and psychological risks on the part of the

buyer, all make up switching barriers.

Moreover, costs of retaining personnel, capital requirements for changeover, and costs of
acquiring new ancillary equipment also add to switching barrier (Porter 1980 cited in Fornell,
1992). Those barriers are more persuasive in business-to-business markets. However, they can

also play an significant role in consumer markets (Fronell, 1992).

Jones et al. (2000), in their research argued that “switching barriers represent any factors that
make it more difficult or costly to consumer to switch the services organization”. They
focused on three barriers that exist in the consumer services are switching cost, interpersonal

relationship and availability of alternatives.
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Yanamandram and White (2004) focused their study particularly on inertia as a switching

barriers for the dissatisfied customers staying in the financial services area.

Panther and Farquhar (2004), in their research of customer dissatisfaction and loyalty with
financial services put forward that switching cost and perception of availability of alternatives

as main reasons for not switching of dissatisfied customers in the financial services industry.

Most of the research mention above did not investigate a range of the barriers simultaneously
in a single model. Colgate and Lang (2001) research was one of the first studies done
comprehensively to investigate the reason for dissatisfied customers not switching the
services providers .Their research focus on switching barriers on the financial services
industry They identified the four major switching barriers i.e. switching cost, relationship
investment, availability and attractiveness of alternatives and services recovery and tested its
validity in two different financial services industry and measured each barrier’s relative

importance. They found apathy as the largest switching barrier in their research.

According to Colgate and Lang, (2001) the study of customer staying in services organization
even being dissatisfied is important and valuable for several reason. From an academic point
of view, to have a comprehensive understanding of switching process, it is necessary to have
the knowledge of both why consumers switch and why they do not switch because as per
them consumer frequently go through cognitive process, where they decide either to stay or
leave services organization which they termed as “service dilemma”. Further, they mentioned
that the study is important to those firms which have many prospective switchers and to those

who are seeking opportunities to attract those prospective switcher.

Yanamandram and White have done series of studies to find and test reasons of dissatisfied
business services customers staying with their existing services providers. They have done a
lot of contribution to the existing literature. Yanamandram and White (2004) studies not only
tested and confirmed factors in the literature : switching costs, availability of alternative
services , investment in relationship, services recovery and inertia, but also uncovered several
other factors that play as switching barriers for business consumer to switch from the existing

services providers.
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Form the above review of the past literature done, for our purpose, we are basing our frame of
references on Colgate and Lang (2001) and Yanamandram and White (2004) the existing
switching barriers : switching cost, relationship investment, availability and attractiveness of

alternative and inertia and services recovery.

3.6.1 Switching costs:

A satisfied customer does tend to be loyal with the service provider and has lower propensity
to switch to another firm as we stated before. Dissatisfied customer also can be a loyal or can
have intention to continue to patronize the relation with current service provider. Curasi and
Kennedy (2004, p.327) explained the situation that, “customer satisfaction does not predict
the continuation of the relationship where high switching costs are a more important driver
linking the customer to the service organization. Even with relatively low levels of
satisfaction, the customer continues to patronize the service provider because repurchase is

easier and most cost effective than searching for a new provider”.

Gronhaug and Gilly (1991) cited in Panther and Farquhar (2004, p.350) opined that
“dissatisfied consumers remain loyal as they perceive the switching costs associated with
changing supplier to be too high”. Further Panther and Farquhar, (2004) research supported
that some dissatisfied customers behold that costs associated with switching provider subdue

the negative effects of the dissatisfaction that they are experiencing, so they remain loyal.

Yanamandram and White (2004), referred to Gronhaug and Gilly (1991) argued that a

dissatisfied customer may remain loyal because of high switching costs.

Jones et al. (2000) argued that customer perceived switching cost as cost associated with
money, time and effort to change services providers. Furthermore, they argued that as the
perceived costs of switching activity increase, the chance of consumer involving in such

behavior is reduced.

“Consumers that have previously bought from one company may incur substantial costs if
they switch to buying the identical product from a competitor” (Klemper, 1987, p.99). These
are, for instance, customer will incur high transaction costs while closing an account with
existing bank and opening another with a competitor. Consumers may also incur costs while

switching between brands, that, are though rather functionally identical. Two banks may
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provide services that are known to be of the same quality, but having learnt to use bank’s

product line one has a strong incentive to continue to buy from that Bank.

Jackson. B (1985, p.13) defined switching costs as ‘“the physical, psychological, and
economic costs that a customer faces in changing a supplier”. Burnham et al. (2003, p. 110)
defined switching costs as “the onetime costs that customers incur with the process of

switching from one provider to another”.

They further explain switching costs are not necessarily limited to objective, “economic”
costs. Consumers may comprehend obstacles ranging from “transaction costs, learning costs,
search costs, loyal customer discounts, emotional cost, customer habit and cognitive effort,
together with financial, social, and psychological risk on the part of the buyer” (Fornell,
1992). These costs become critically important and evident when consumers are faced with a
reason to consider switching though which are seldom plainly evaluated (Burnham et al.,
2003). These perceived penalties for disloyalty deter customers from switching to a

competing firm (Yanamandram and White, 2004).

For comprehensively measuring consumer switching costs Burnham et al. (2003) developed
multi-item scales. They identified eight switching cost facets following “Accepted scale

Development procedures” which was developed by Anderson and Gerbing(1988).

3.6.1.1 Switching Cost Facet Definitions:

1. Economic risk costs assume customer are accepting the costs that might arise in negative
form in uncertainty when adopting a new provider about which the customer has inadequate
information (Guiltinan ,1989; Jackson, 1985; Samuelson and Zeckhauser 1988, cited in

Burnham et al., 2003).

2. Evaluation costs facet includes those costs in the form of time and effort associated with
the search and analysis that needed while making a switching decision (Samuelson and
Zeckhauser 1988; Shugan, 1980 cited in Burnham et al., 2003). Customers need to spend time
and effort associated with collecting the information while evaluating prospective alternative
providers. Again, psychological endeavor is needed to reshape and analyze available
information in order to reach a concrete decision (Shugan 1980, cited in Burnham et al.,

2003).
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3. Learning costs have been explained as time and effort costs associated with acquiring new
skills or know-how in order to use a new product or service efficiently (Alba and Hutchinson
1987; Eliashberg and Robertson 1988; Guiltinan 1989; Wernerfelt 1985, cited in Burnham et
al., 2003). “Learning investments are often provider-specific, meaning new investments must

be made to adapt to a new provider” (Klemper 1995, cited in Burnham e¢ al., 2003).

4. Setup costs incorporate the time and effort costs coupled with the process of starting a
relationship with a new provider or setting up a new product for primary use (Guiltinan 1989;
Klemper, 1995 cited in Burnham et al., 2003). To reduce selling risks of a new provider
required information exchange to understand the customers’ specific needs and expectations

(Guiltinan, 1989 cited in Burnham et al., 2003).

5. Benefit loss costs are seen as the costs arrived from contractual linkages in the form of
economic benefits for staying with an existing firm whereas, in changing to a new supplier,
consumers may lose points. For instance, accumulated and discounts or benefits that may not

be entitled to new customers (Guiltinan 1989 cited in Burnham et al., 2003).

6. Monetary loss costs are those expenditures that customer incur once additionally other
than the cost of new product purchasing itself (Heide and Weiss, 1995; Jackson 1985;
Klemper 1995; Porter 1980; Weiss and Heide 1993, cited in Burnham et al., 2003). Changing
to a new provider often includes onetime outlays such as deposits or initiation fees for new
customers (Guiltinan ,1989 cited in Burnham et al., 2003). Moreover, switching products or
suppliers may also entail replacing transaction specific assets, or “co assets,” in which the
customers have invested (Kerin et al., 1992; Weiss and Heide 1993 cited in Burnham et al.,

2003).

7. Personal relationship loss costs have been described as the affective losses coupled with
breaching the bonds of recognition that have been formed between customer and with the
people with whom they interact (Guiltinan, 1989; Klemper, 1995; Porter, 1980, cited in
Burnham er al., 2003). There creates a level of comfort when consumers’ become familiar
with present provider employees that is not instantly available with a new provider (Burnham

et al., 2003).
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8. Brand relationship loss costs are the affective losses together with breaking the bonds of
identification that have been created with a specific brand or provider with which a customer
has association with (Aaker, 1992; Porter, 1980 cited in Burnham et al., 2003). Customers
often hold meaning of their purchases and form links that become part of their sense of
identity(McCracken 1986 cited in Burnham et al., 2003). These brand- or company-based

relational bonds are lost while in switching providers.

Burnham et al. (2003) further categorized the eight switching cost facets based on relationship

between switching cost facets. They title the categories as three higher-order switching cost

types:

A TYPOLOGY OF CONSUMERS PERCEPTIONS OF SWITCHING COSTS

Procedural Switching Financial Switching Costs Relational switching Costs
Costs e Benefit loss Costs e Personal
* Economic Risk Relationship Loss
Costs e Monetary loss Costs Costs
e Evaluation Costs ¢ Brand Relationship

Lost t
e Set Up Costs ost Costs

e Learning Costs

Fig 3: A Typology of Consumers Perceptions of Switching Costs (Burnham et al. 2003,
p-112).

Procedural switching costs: “Consisting of economic risk, evaluation, learning, and setup
costs, this type of switching cost primarily involves the expenditure of time and effort”.
According to Burnham et al. (2003) that, in the services context, this Procedural switching
costs are called information switching costs, as the components arise from a lack of
information about the new provider by the customer and a requirement to exchange

information to start a new relationship.

Financial switching costs: “Consisting of benefits loss and financial-loss costs, this type of
switching cost involves the loss of financially quantifiable resources”. According to Burnham

et al. (2003), in a services context, financial switching cost can be called contractual
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switching costs, as the components arise primarily from the contractual structures, including

the marketing programs, offered by the service provider.

Relational switching costs: “Consisting of personal relationship loss and brand relationship
loss costs, this type of switching cost involves psychological or emotional discomfort due to

the loss of identity and the breaking of bonds”.

We examined whether field survey outcome, derived from customers’ comments on their

dissatisfaction and switching cost as barrier, fits in above mentioned categories.

3.6.2 Investment in relationship or interpersonal relationship:

Dissatisfied customers may remain loyal with current service provider if they receive some
relational benefits from their provider. Researchers have argued that customers stay with their
(current) service providers due to losing investment in the relationship, even if customers are
dissatisfied with core service elements or having low satisfaction (e.g. Yanamandram and

White, 2006; Gwinner et al., 1998; Colgate and Lang , 2001).

Colgate and Danaher (2000) suggest investment into a relationship may be one of the reasons

that customers stay with their service provider.

Jones et al. (2000) found that relationship do act as exit barrier, they discovered an empirical
indirect link between interpersonal relationship and repurchase intentions, the link suggests
that even in the situation of low satisfaction customers intend to repurchase as strong

interpersonal relationship directly influence them.

Liljander and Strandvik (1995) see Interpersonal Relationship as a “knowledge bond” and
describe it as a type of bond that serves as an exit barrier to the customer who continues

his/her interaction with a service provider despite dissatisfaction.

Gwinner et al. (1998) argue that customer remain in a relationship if they are receiving
important relational benefits even though they customer perceive the core service components

are as being lower than expectations.

Gwinner et al. (1998, p.102) defined relational benefits as “those benefits customers receive
from long-term relationships above and beyond the core service performances”. It is

suggested that customers are motivated to maintain relationships either because of their desire
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to continue the relationship or they may think themselves locked in the relationship where the
former is referred to as “dedication-based” relationship maintenance and the latter as
“constraint-based” relationship maintenance (Stanley and Markman, 1992 cited in Bendapudi

and Berry, 1997).

Constraint-based relationship maintenance enforces customer to stay with current
organization. Johnson (1982) cited in Bendapudi and Berry, (1997) explains “Constraint-
based relationship maintenance occurs when one party to the relationship believes it cannot

exit the relationship due to economic, social, or psychological costs”.

A customer perception of greater dependence on achieving relational gain being with the

partner would feel constrained to maintain the relationship (Bendapudi and Berry, 1997).

Thibaut and Kelley (1959) cited in Bendapudi and Berry, (1997) suggest that a customer
dependence on a partner is a function of comparison of the value of outcomes achieves from
the current relationship partner or from different relationship partners. Further to explain, the
customer becomes dependent on a service provider because the partnership returns some

valued outcomes (Levinger, 1979 cited in Bendapudi and Berry, (1997)).

Bendapudi and Berry (1997) suggest that perceived cost-benefit ratios of the service provider

compare to competitors affect the dependence on the relationship partner.

From the past relationship and services literatures, it has been found that different types of
relational benefits exist. For example, the literature suggests long-term relationships with
service firms dispose social benefits to customers (Barlow, 1992; Czepiel, 1990; Jackson,
1993 cited in Gwinner et al., 1998), customers’ sense of confidence in provider (Berry ,1995;
Barnes ,1994; Bitner ,1995; Gronroos, 1990 cited in Gwinner et al.,1998). Moreover, Morgan
and Hunt (1994) linked “trust” with “confidence in the exchange partner’s reliability and

integrity” that act as a key mediating variable in relational exchanges.

In addition, Consumers may also receive economic advantages from developing relationships

with businesses (Gwinner et al., 1998).

Furthermore Gwinner et al. (1998), argue that established customers having strong
relationship with an organization may entitle to receive supplementary services or preferential

treatments that are not usually provided to irregular customers.
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Gwinner et al. (1998) have identified four relational benefits from their study: namely social,

psychological, economic, and customization benefits.

Brief discussion of each relational benefit is as follows:

Social Benefits: Gwinner et al. (1998) found customers receive social benefits as a result of
having established relationship with a particular service provider. Besides, the benefits
received from core service delivery, customer often experience some friendly treatment from
their service provider. This type of relational benefit seems to be usual in those services
particularly where high degree of interpersonal contact between customers and employees

necessarily require.

Psychological benefits: Gwinner et al. (1998) mentioned that comfort or feeling of security
prevail in a developed relationship with a provider. They also discovered customer feelings of
trust or confidence exist in the relationship with provider. They further argue that established
relationship between the customer and the organization create feelings of reduced anxiety,

trust, and confidence in the provider over time.

Economic Benefits: Gwinner er al. (1998) identified some relational benefits as economic
considerations. One type of economic benefit relates to discounts or price breaks for those
customers who have developed a relationship with an organization. They also identified non

monetary benefits for example; time savings benefit.

Customization Benefits: Gwinner et al. (1998), in this category, Identified the customer’s
perception of preferential treatment, extra attention or personal recognition, and special

service not available to other customers.

3.6.3 Service recovery:

In a defensive service management “service recovery” plays an important role deterring
customer to switch of the service firm. There is a dramatic impact of service recovery on

organizations revenue and profitability.

The strategy of service recovery is deemed as an important element in achieving long-term
customer satisfaction for services firms (Tax et al., 1998) and thus as a significant

determinant of customer loyalty (Tax and Brown, 1998).
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Gronroos (1990, ) cited in Yanamandram and White, (2006) defined service recovery process
as “those activities in which a company engages to address a customer complaint regarding a
perceived service failure”. A successful recovery attempts intensify a customer relationship
with service provider, while poor recovery leads to increase the negative effects of failure

(Tax et al., 1998).

Tax and Brown (1998) found in their research that most of the customers are dissatisfied with
the way companies handle their complaints. That is, most customer retain negative image

about the service provider after going through a service recovery actions.

On the other hand, failed recoveries imply a leading cause of customer switching behavior
(Keaveney, 1995). Fornell and Wernerfelt (1987) in their study argued that customers
satisfaction can be reversed by well-executed service recoveries and prevent customer
switching, prevent the spread of damaging word of mouth, and increase bottom-line

performance.

Colgate and Lang (2001) argued that consumers may stay with a service provider after they
have experienced a problem with them because they were satisfied with the service recovery
process after complaining. In their research they concluded that, service recovery has very
minor impact on dissatisfied customers’ switching process. It is usual that only a handful of
situations will require service recovery. For example, in some circumstances customers do not
often complain (e.g. dissatisfaction with a price increase) hence service recovery may not be

required (see Colgate and Lang, 2001).

In Contrast, Feinberg et al., 1990; Hart, Sasser and Heskett, 1990 cited in Yanamandram and
White (2004) argued that a good recovery action can transform even frustrated customers
into loyal ones and may create more goodwill than if things had gone smoothly in the first

place.

The actions of service recovery helps customer to believe the firms as dependable and are
more committed to relationships, which in turn indulge them in repurchase activities (Dewitt

et al., 2008).

However, in general customers react in two ways when they face a service failure. These are
staying with the service providers or leave (i.e. exit). To clarify this further, when customers

encounter a service failure they will either not complain, or complain and give the service
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provider a chance to resolve the problem. On the other hand, they may remain with the
provider despite their dissatisfaction without complaining, or exit. Again, if they complain
they may also choose either to stay or exit, and these depend on how the situation is tackled

by the service provider i.e. the service recovery process (Colgate and Lang, 2001).

3.6.4 Inertia:

The literature on inertia offers two meanings: first, inertia as the outcome, rather than a
determinant behavior (Bozzo, 2002; cited in Yanamandram and white, 2007). According to
this perspective the customer thinks that the alternatives are unattractive due to switching
costs or other barriers to switching, secondly, inertia as behavioral characteristics (Bozzo,
2002; Colgate and Lang, 2001 cited in Yanamandram and white, 2007), according to this

perspective the customer is lazy, inactive or passive.

Furthermore, Yanamandram and White (2004), argue that the concept of inertia has been
defined and discussed in different ways and in various contexts in the academic literature,

where inertia has been referred to as spurious loyalty (Assael cited in Yanamandram and

White, 2004).

Solomon (1994), describe inertia as a steady order of buying the same brand almost every
time, where consumer shops the specific brand as a practice of habit just because less effort is

required in searching.

Chintagunta and Honore (1996) argued inertia as buying repeatedly of a same brand inertly
without employing much thought even the consumer have negative perception on the products

Or services.

Ranaweera and Neely (2003) referred to Huang and Yu (1991) conceptualized inertia as a non
conscious form of retention. As per Hung and Yu inertia can be distinguished from loyalty by
the degree of consciousness involved in the decision to continues to purchase for same

services providers.

Moreover, Yanamandram and White (2004, p. 3), referring to Bozzo (2002) argued
“consumer purchase from an unsatisfactory services provider owing to inertia, which may be
conditioned by habit. The consumer in this situation may not feel any strong links with the

services provider but often patronizes the same buying habit in order to reduce the perceived
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risk linked to a bad choice, or to limit the information retrieving process and the cost of

thinking.”

Colgate and Lang (2001) investigate switching barriers that prevent dissatisfied customer
from moving to an alternative services provider. In their analysis they identified four major
switching barriers, which play important role on consumer resistance while taking switching
decision to change the existing service provider in dissatisfaction stage. These are

Relationship investment, Negativity, Apathy, and Services recovery

From their finding they proposed that apathy was the largest switching barriers that prevail
within the customer of financial services organization. Furthermore they suggest that the
switching barriers of apathy and negativity do not require the existence of a services element
that necessarily the source of dissatisfaction. However, to a certain extent these barriers seems
to linked with the perceived absence of a satisfactory alternative or failure to seek available

alternative.

The Colgate and Lang (2001) research result reveled that in financial services industry when
consumer perceived lack of alternative, time and money effort in terms of switching and
concern about the negative financial outcomes, they become spurious loyal. Those customer
who are considering switching , but yet have not engaged in seeking information about
alternative firms, could be considered even more inert, since for them habitual or repeat
purchases is faster and easier than considering and switching alternative service providers

(Yanamandram and White, 2004).

Thus from the literature it is clear, inertia plays an important resistance factor for customers
which takes the form of laziness, inactive and passive attitude while switching or showing the
same buying habit every time. Furthermore, customer shows inert behavior because they
perceived the available alternatives are unattractive in terms of switching costs and to reduce

the risk of bad choice and minimizing the cost of thinking.
3.6.5 Availability and attractiveness of alternatives:

Many authors put availability and attractiveness of alternatives as one of the major factors in
switching barriers (Bendapudi and Berry, 1997; Sharma and Patterson, 2000; Jones et al.,
2000; Colgate and Lang, 2001). Attractiveness of alternatives refers to “customer perceptions

regarding the extent to which viable competing alternatives are available in the market places”
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(Jones et al., 2000). As per them, when consumers perceive few viable alternatives, the

perceived benefits of defecting should be relatively low, resulting in higher levels of retention.

As per Colgate and Lang (2001), perceptions of the number of alternative services providers
influence the decision of dissatisfied customer to remain with the existing services provider.
They proposed two reasons, first, there may not be many or any alternatives due to the nature
of the industry, and secondly, consumer may perceive there are few available alternatives
because of the fact they do not spend time to gather information on the available alternatives.
This assumption of Colgate and Lang (2001) is supported by Bendapudi and Berry (1997),
who claim the customer stay in the relationship because of the lack of the available alternative
or alternative substituted. According to Anderson and Narus (1984), consumer might be
dependent on a services provider because of the lack of superior alternatives on the market
place. They characterized the impact of the alternatives services providers into four
dimensions. These are the number of attractive alternative available, the degree of difference
among those available alternatives, the degree of difficulty in understanding the various

alternatives and the degree of difficulty in comparing them.

Sharma and Patterson (2000) mentioning the work of Ping (1993) state, a lack of attractive
alternative offering act as favorable situation to retain customer to existing services providers.
Moreover unawareness of the attractive alternative suppliers make them stay in a relationship
even they are unsatisfied. However, as per them, customer may switch the current services
provider if they perceive the available alternative to be attractive in terms of availability of the
better services, closest location, full range of services availability, lower services charge, and

better financial return from the new relationship.

Thus even though customers are not satisfied they stay with the current services providers if
they do not have much information of the other available alternative service providers or if

they do not find the alternative service providers as an attractive option.
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3.7 Conceptual Model

In the light of the various literatures, following Conceptual model is developed to ease our
survey work based on the discussion in the theoretical framework and frame of reference. The
model depicted in the figure 3 from where readers can easily get an idea about the flow of

discussion and our research objective.

A

Customer of a bank <+

!

Reasons for dissatisfaction

!

Customer switching behavior
(As per Hirchman’s model customers’
response to dissatisfaction as follows:

Voice Voice, Exit, loyal)
(Exist in the same
bank)
i_. ________________________ |
i Switching Barriers :
: !
: !
! |
v ! |
Exit Loval |
(Dissatisfied customers (]gi}:;atis fied '

go to another bank as per

the Keneavy’s model) customers Exist in the

same bank due to
Switching barriers)

Fig 4: Conceptual Model for the Thesis.

Customer’s dissatisfaction may happen due to poor service performance while encountering

or may be due to unmet expectations level. Lewis and Spyrakopoulos (2001), categorized the
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causes of dissatisfaction in banking sector of UK into five groups such as 1) Banking
Procedures, 2) Mistakes, 3) Employee behavior and training, 4) Functional or technical

failures and 5) Action or omission of the bank that are against the sense of fair trade.

Furthermore, Yanamandram and White (2004), in their research mentioned nine factors as
main reasons of dissatisfaction. These are lack of branch locations, high interest rates on loans
etc, low interest rates on savings, long waiting periods, number of accounts fees, high account
fees, poor counter fees, poor counter service, e-banking confusing, poor telephone banking

service and others.

Again, Johnston (1995), in his research demonstrated that, for personal customer of bank,
main sources of dissatisfaction are integrity, reliability, responsiveness, availability and
functionality. Ofcourse, Heterogeneity and intangible nature of services itself is one of the

main source of dissatisfaction.

To sum up, due to above mentioned reasons customer may express or actually felt

dissatisfaction.

According to Hirschman (1970), customers have three option when they experiences
dissatisfaction with a services providers; they may either exit, voice or loyal with the same

service provider.

The first option as the response for dissatisfaction is to switch, presented by Keaveney (1995)
service switching model, which depicts those pricing, core service failures, failed employee
responses to service failures, service encounter failures, inconvenience, competition, ethical

problems cause customers to switch services.

The model of customer Switching proposes that the consequences of these factors extend
beyond cognitive and affective evaluations to actual behavior i.e. customers not only
experience dissatisfaction but may actually take action to switch service providers. In our
research model the aim to combine the service switching behavior by Keaveney (1995) is that

bank is a service industry and we assume customers may exit banks because of these factors.

Apart from these incidents bank customers may exit their current service where dissatisfaction

arises from several bank service attributes. Colgate and Hedge (2001) in their study shows
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bank switching behavior, supported by Keaveney (1995) service switching model, as
Keaveney emphasized in five causal factors from eight major categories, Colgate and Hedge
(2001) also explicitly examined these five factors in banking industry. Factors for retail Bank

switching behavior by Colgate and Hedge (2001) are as follows:

Core service failures:-Mistakes on account, Range of banking services, Refused an over
draft.

Service encounters failure:-Knowledge of employees, Employees’ willingness to help.
Service recovery failures:-Unsatisfactory problem solved.

Inconvenience:- Queue Waiting , Location of Bank.

Pricing problem:- Non-competitive interest rate, Bank Charges.

When the customers communicated dissatisfaction with an aim to improve the prevailing
condition is termed as voice. Here the dissatisfied customers make attempt to improve the
situation or condition by directly complaining to the management board or to the responsible

authority on dissatisfaction they are facing. But they are still staying with the existing bank.

The third option as the response to the dissatisfaction explained by Hirschman (1970) is
loyalty. As he describes, dissatisfied customers stay within the existing services provider in
the hope or anticipation that the situation will improve. But here the term loyalty must be
distinguished from the true and spurious loyal. Customers who are staying with the services
provider even being dissatisfied are spurious loyal. As per Dick and Basu (1994), spurious
loyal customer has a high repeat patronage but a relatively low attitude to the services

providers.

Customers stay with the services providers as being spurious loyal even being dissatisfied
because they perceive no other choice (Mittal and lassar, 1998; Holmlund and knock, 1996;
Colgate and Norris, 2001) and or due to switching costs, lack of alternatives, habit or inertia,
location constraints on choice( Bitner et al., 1990), which a number of authors have termed
as switching barriers( Colgate and Lang, 2001; Jones et al. ,2000; Yanamandram and White,
2004; Panther and Farquhar, 2004).

In fact, a thorough review or investigation of the literature revels that, customers stay or
became spurious loyal even being dissatisfied due to the switching barriers. According to

Jones et al. (2000), switching barriers represent any factors that make it more difficult or
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costly to consumer to switch the services organization. Having studies of different literature to
the switching barriers, we found five important factors that act as switching barriers i.e.,
switching costs, investment in relationship, services recovery, inertia and availability of

alternatives.

At this point it is important to understand that the above model is developed on the discussion
based on the chapter three, where we adopted and combined different theories. The dotted

area represented the main research question and the aim of this thesis.
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Chapter 4: Data Presentation

This chapter presents the data collected from the interviews. Three different sections have
been created to present the data. First, the general section which consists of the general
question with the comments has been presented followed by the second section which
includes the research question and the source of dissatisfaction. Lastly, the third section
depicts the switching barriers. All the data are presented in tabular forms which provide the

reader a clear picture to understand.

4.1Finding of the interview:

The interview guide was divided into three section, the first section consists of the
questionnaires regarding the general back ground .The aim of this section is to get the

respondents view point regarding the general question.

The following table shows comments on some general questions asked while interview
session. Some of the common comments have been exemplified in the tabular form to give a

better understanding about general thinking of customers about the phenomenon.
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Table 1: key general question and example of comments

Key Question

Example of comments

How do you feel about
banking system in

Sweden.

Which bank they are

currently using.

How long they been with
the bank?

Who introduced them to
the bank?

Do they talk about their
bank to others.

Do you have any other
bank as supplementary or

alternative one?.

‘Well the system is quite well. It’s good.’
‘I don’t think I have a special opinion about it , I need to have
the bank because of salary stuff , I think it works quite well I

guess.’

Most of the respondents use the “big four”, i.e. Swed bank ,
SEB, handelsbanken, and Nordea.

Almost all of the respondents are using the bank more than 10

yIS.

‘I always have account there since I was little child it’s my
parents bank so when I turned 18 there was money from my

parents, so I chose the bank.’

‘My parents introduced me with the bank.’
‘My parents have account at that bank. In addition, Family
values are important to us. So if it is good for my parent. It will

definitely be good for me.’

‘No, I don’t think that the regular conversation we have. I don’t
think, we probably never talk about money, so we don’t talk
about the bank’.

‘we have other funny things to discuss rather than discussing

the bank that we use.

‘No, I don’t have a good answer, I don’t know.’

‘I don’t have, I like to keep things in one place.’

‘No, for me it’s one. Yes I know what you are talking about,
but maybe I don’t have time to read all those stuff and I am not
interested in any other specialized banks’ service offers.

‘I am doing services with my bank because I don’t bother to
open another account and for me personal value is important

than monetary value.’
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Table 1 depicts the general question and some of the comments of the respondents. Major
respondents feel the banking system in Sweden works quite well and some of them don’t
think about the system, they need only bank for their daily transaction so they are the
customer of the bank. Family value is most important in Swedish context because all of the
respondents are influenced to open the bank account where their parents already have had and
they do believe if the bank is good for their parents then it would definitely be good to them.
Most of the respondents are inert in response to discuss about their bank with friends; they
think its fully confidential and private matter. However in the case of high investment or loan

they do consult to their friends and family members.

In response to the question of do they have any secondary bank, all of the respondents
answers were “NO”. None of the respondents want to take the hassle of opening account in
another bank or having a secondary bank because they think that it will take extra effort to
make personal relationship and it is waste of time. Respondents expressed that little money
usually does not influence them to have additional secondary bank, when we have to believe
that, as a rational people he/she will tend to search of less cost effective service taking or
more monetary gain while purchasing any service or product. During the discussion with
informants it was realized that though these sort of small bank like ICA comes up with
comprehensive offer, customer are not that much aware of those offers i.e. cash discount
while purchasing of goods from their chain shop, rebate of service charge etc. These offers
could hardly create trust in customer mind as they are customized with a complete banking
setup and premises. Respondent’s comments indicate “I don’t care about 300SEK benefit per
year; I rather feel comfort to deal with one bank. Having two banks will bring certainly some

sort of hassles to me.”

The second section of the interview guide consists of sources of dissatisfaction or reason for
dissatisfaction. Different sources of dissatisfaction form the literature has been adopted for
this purpose. The main aim of this section is to elicit the respondent’s dissatisfaction in one
way or another. For this purpose the main question we used was “Think about a situation
when you felt dissatisfied with your bank? Or are you currently experiencing or have you

recently experienced dissatisfaction with your bank?”
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Table 2: Key reasons for dissatisfaction and example of comments.

Reasonfordissatisfaction

Example of comments.

High interest rate on loan

Low interest rate on

saving.

Long queue in the bank

Undue expenses

Procedures of handling

Complaints.

Interest rate on credit card

Denial for the loan

‘My only concerning issues with the bank is the interest rate
that I borrow to buy an apartment and the interest rate for that is
quite high so that probably only the time I think I call them up
to try to negotiate.’

‘Yes I am really not satisfied with the rate they are charging for

my loan.’

‘Well, the interest rate on saving is not good. It’s too low.’

‘Waiting in the line of service counter, it’s really boring and

time consuming.’

‘I remember, once I was in need of foreign currency. That
currency, I bought from the bank, than when I went back home
than I found the currency was no need of. I went to give back
the money than they charged high amount. That time I was

really dissatisfied with the bank’.

‘Once I had a problem with my bank, I lost some money and
then I complain about it but I was disappoint with the slow

complaint handling procedure.’

‘If the amount you are using is big then it does matters. |
personally found that my bank is charging high interest rate on
the credit card as compare to the others in the market which

made me feel dissatisfaction.’

‘When you are using the bank for last 12 yrs and doing all the
transaction with them, but you felt dissatisfaction when you are

denied from the loan , this case happen to me.’

‘I could understand Swedish banks are tied up with their

system, however, I think bank should understand the client,
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what they need and ask for.’

“They don’t come up with better offer because they do business

on quite plane open rule of condition.’

Lack of adequate branches Yea, I think those bank should have some more branches or

ATM booths nearby my working place or residence.’

or ATM machines.

Cash depositing box I face problem with cash depositing box as there are fewer cash
depositing box in good places. In that case I myself face some
risk of robbery.’

Slow banking system Slow banking system sometimes disappoints me and it is quite

frustrating. Because in dealing with business we sometimes

need instant reply or prompt action.’

Table 2, Summarizes the most commonly cited key reasons for the dissatisfaction and the
comments that are provided by the respondents. High interest rate on loan is found as the
main key of dissatisfaction followed by the low rate on saving, interest rate on credit card,

undue expenses and procedure of handling of complaints.

It is found from this interview that the other reasons for dissatisfaction which was adopted
from different sources does not validate in this context. The reason behind is people now have
less interaction with bank as technology took the place of human interaction consequently
people have less dissatisfaction with regarding the various aspects such as opening hours of
bank, long waiting hours, size and layout of the bank and so forth (see appendix interview
guide).Especially, in the Swedish context the technology plays a vital role i.e. internet

banking in reducing customer dissatisfaction.

The third section consists of the switching barriers that play important role to the customer for
not switching the bank. As per Jones et al. (2000), switching barriers represent any factors

that make it more difficult or costly to consumer to switch the services organization.
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Table 3: key comments cited reason for staying.

Switching barriers
categories

Example of comments.

Switching costs

Relationship benefits

‘When a person has a good earning he is tied up with many
loans from the bank.’

‘The process requires lots of time and efforts to change the
bank.’

‘Banking system is made such a way that we are interrelated
with their pre- assigned condition, so you can’t change the bank
instantly.’

‘I feel I am locked in with the bank. It takes at least 8-10 months
process to change the bank, its long term program to settle
everything i.e. bank giro, auto giro and a lots factor involved etc.
It costs a lot.”

‘To change bank, it takes lots of time. Perhaps I am not
interested to do that as I consider changing to new bank won’t
benefit me if I consider the time and money associated with it.’
‘Public image of my bank is also a factor for me not switch to

another bank.’

‘I know people in the bank, and I feel secure.’

‘People of the bank know me and the business I am in , so if [ in
some reason need advice in which way I should invest my
money they will always give advice and I feel they trust me that
much.’

‘I think, coming out from a running system may not result in
beneficial to me.’

‘When I was investing my money for the first time I was afraid.
But my bank helped me in each and every step and made me
comfortable’.

‘I have relation with them around 7 yrs and I feel that they
know better how I usually run my business, that’s I could not
even think about changing bank due to long term relationship of
trust with them.’

‘Sometimes I get special treatment, I guess it is because I am
there long term customer.’
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Service recovery

Inertia

Availability of alternative.

Others
Families ties/bond

‘Few incidents can’t break the long term relationship.’

‘Once my money was missing, I contacted them via email...the
bank mailed me and explained what happened and credited the
amount in my account’.

‘If there arises any problem and if it is not from my end, I will
absolutely ask them to rectify that. After a successful service

recovery I should not be dissatisfied with them as well.’

¢ The process itself to change the bank is a main reason to me.’

‘ When I feel I need to open an account in new bank I have to
contact with my previous bank to transfer my all money to my
new one adjusting all payables with account details. Ops...its
really big hassle to me.’

‘I don’t have that much time, I am quite lazy.’

‘I don’t want to bother to change the bank.’

‘I think the new bank will not work as good as my current bank.’
‘Yes, I have some problem with them ...I could think about
switching....but...I have some other things to do...perhaps in

future I would.’

‘I think all banks are quite similar, absolutely, their opening
hours and everything’s is probably the same.’
‘I feel the entire bank is same, there is not much variation on the

services they are offering and the interest rates.’

‘All my family members and relatives have the same bank, So
it’s easy to do transaction, but it would be difficult if we would
have different banks, it also a factor.’

‘Family value is important than economic value for me.’

Table 3 shows the most commonly cited reasons by the respondents who stay with the bank,

rather than switch to other banks. The comments provided by the respondents on the open
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ended question were displayed into six switching barriers. The most cited reasons for not
switching to another bank were Inertia, relationship benefits, switching costs, availability of
alternatives, family bond and services recovery. Of which five switching barriers were
supported by the exiting literature (see. Colgate and Lang, 2001; Yanamandram and White,

2004) and a new one family ties/ bond as a result of this research).

Regarding inertia the most common response from the respondents were, ‘I just don’t have
that much time’, ‘I am lazy’, ‘I don’t want to bother to change the bank’. The personal
relationship factor also emerged as a common response with comments including, ‘I know
people of the bank and I feel secure’, ‘I believe I have a good relation with the bank’. The
switching cost factor was also commonly cited reason comments including, ‘the process
requires lots of time and effort’, ‘tied up with many loan with the bank ’, and ‘banking system
is made such a way that we are interrelated with their pre- assigned condition’. Family ties
another major reason found with comments like, ‘All my family and relatives have the same
bank. So it’s easy to do transaction, but it would be difficult if we would have different banks,
it also a factor.’” family value is important than economic value for me.” on the use of
alternative bank the respondents response were I think all banks are quite similar , absolutely,
their opening hours and everything is probably the same.’ I feel the all banks are same, there
is not much variation on the services they are offering and the interest rate.” Service recovery
was the least cited reason from the respondents with comments ‘Once my money was
missing, I contacted them via email...the bank mail me and explain what was happened and

credit in my account’.
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Chapter 5: Analysis

In this chapter, the major switching barriers have been analyzed and presented. Firstly, by
the help of relevant theories on the area, the major switching barriers have been analyzed

and discussed finally; a conclusion has been drawn for summarizing the discussion.

Reviewing of the finding of the interview results into six categories. The categories were
found to be of decreasing frequency, inertia (4), investment in relationship (4), switching

costs (3), availability of alternatives (2), families bond (3), and services recovery (1).

5.1Inertia:
It has been noted that Inertia was mentioned by four respondents as a major barriers for

switching the bank. The finding in this preliminary research supports earlier investigation,
that shows the inertia as behavioral characteristics, according to which customer are lazy,
inactive or passive (Yanamandram and White, 2007). The common comments of inertia as
main barriers were ‘Don’t have that much time, I'm quite lazy.” And ‘I don’t want to bother
to change the bank’. From this finding it is clear that customer repeatedly shows their inert

behavior characteristics which supports the finding of Yanamandram and White, (2007).

Furthermore One respondent provided an illustration ‘I think the new bank will not work as
well as my current bank’ and other respondents said that ‘the process takes long time and
don’t have much time; I have more important things to do’. This comments of the respondents
are supported by the literature of the Yanamandram and White (2004), referring to Bozzo
(2002), according to which, customers do engage with an unsatisfactory services provider
owing to inertia, where the customer may not feel any strong link with the banks but often
repeat the same buying habit in order to reduce the perceived risk linked to a bad choice, or to

limit the information retrieving process and cost of thinking.

The finding from this research supports the early work done as inertia as a major switching
barrier that prevails within the customer of financial services organization (Colgate and Lang,

2001; Yanamandram and white, 2007).

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.
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Table 4: Summary of the comparison of empirical data and theory about inertia as a

major switching barrier

Switching barriers Empirical data Supported theory

Don’t have that much time, | Yanamandram and white
I’'m quite lazy.’ (2007), describe that inertia

offers two meaning, one as

‘T don’t want to bother to
outcome and the second as

change the bank.’ . ..
. g behavioral characteristics
Inertia

according to which customer

is lazy , inactive or passive..

‘I think the new bank will not | Yanamandram and White
work’as good as my current (2004), referring to Bozzo
bank.

(2002), according to which

‘the process takes long time L
customer own inertia to

and don’t have much time, I reduce the risk of bad choice

have more important things e
p 8 | and minimizing the cost of

to do thinking.

5.2 Investment in relationship or interpersonal relationship:

Another important barrier mentioned by the respondents is investment in relationship. Four
out of seven respondents believe that interpersonal relationship or personal relationship with

the bank is more valuable than the reasons which make them dissatisfied.

Few of the respondents commented as ‘I know people in the bank, and I feel secure’, and one
of the respondents mentioned as ‘people of the bank know me and the business I’am in, so if I
in some reason need advice in which way I should invest my money they will always give
advice and I feel they trust me that much.” Another respondents comment that ‘When I was
investing my money for the first time [ was afraid. But my bank helps me in each and every
step and makes me comfortable’. From the research it is clear that Relationship with the bank
counts lot for most of the respondents, they feel secure with the bank. During the interview

most of the respondents mentioned that they highly valued the personal relationship with the
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bank. This finding is supported by the earlier work done in this area by (Jones et.al 2000;
Gwinner et al., 1998; Yanamandram and White, 2006; Colgate and Lang, 2001).

As per Jones et al. (2000) relationship with the services provider does act as exit barrier, in
their research they discover an empirical indirect link between interpersonal relationship and
repurchase intentions which suggest that even in the situation of low satisfaction customer
intend to repurchase because of the strong interpersonal relationship positively influences
them. Moreover Liljander and Strandvik (1995) see Interpersonal Relationship as ‘“knowledge

bond”; they describe this knowledge bond as an exit barrier for the customer.

Respondents feel that the long term relation with the bank and with their staffs will be lost if
they change the bank and making new relationship takes time for them. The know-how with

the bank make them feel secure than others.

Another respondent in the conversation mentioned that, he has the full trust with the bank, if
any problems happen bank can solve or support with service recovery. In a sense, he feels
secured, which supports Morgan and Hunt (1994) trust definition in the relationship benefits,
which argue that trust, defined as confidence in the exchange partner’s reliability and integrity

is a key mediating variable in relational exchanges.

Moreover Gwinner et al. (1998) have identified four relational benefits from their study:
namely social, psychological, economic, and customization benefits. As per Gwinner et al.
(1998), psychological benefit is often a comfort or feeling of security and feeling of trust and
confidence with the services provider developed with the relationship. The result or our
finding shows that most of the respondents have psychological benefits from the relationship

they have with the bank and its staff which make it even more difficult to switch.

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.
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Table 5: Summary of the comparison of empirical data and theory about Investment in

relationship as a major switching barrier

Switching barriers Empirical data Supported theory

‘I know people in the bank, | Gwinner ef al. (1998), found
and I feel secure.’ that customers get more

psychological benefits which

people of the bank know me is often a feeling of security

and the business I'm in , so if and feeling of trust and

Investment in Relationship | I in some reason need advice . . .
confidence with the services

in which way I should invest providers that developed

my money they will always | oo oot and only after a

give advice and I feel they relationship  have  been

trust me that much. tabliched between  the
‘When 1 was investing my customer and the services
money for the first time I was | P rovider.
afraid. but my bank help me Morgan and Hunt (1994),

in each and every step and . .
y step mention trust which as per

make me comfortable’- them is a confidence in the
exchange partner’s reliability
and integrity is a key
mediating variable in

relational exchange.

5.3 Switching Costs:

The finding of this research support earlier investigation that shows the switching costs as an
important barriers for switching the services providers (Jones et al., 2000; Yanamandram and
White, 2004; Panther and Farquhar, 2004) but a significant difference was noted here in this
research is that switching costs was not the most important switching barriers as found in the

earlier research. Only three out of seven respondents feel it as a major barriers for them.

Regarding switching costs, the respondents’ mention being locked in through a contract, time,

money and effort required for the switching. On switching costs two respondents commented,
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‘When a person has a good earning he is tied up with many loans from the bank, since I'm
dissatisfied , I can’t shift to another bank as many of things are interrelated with the bank, that
time it costs lot of money to make release of that loan. I have been tied with pre —condition
things’, and, ‘‘Banking system is made such a way that we are interrelated with their pre-
assigned condition, so you can’t change the bank instantly’. Furthermore another respondent
mentioned that, ‘the process is difficult, you have to open bank account... you have to ask
them to contact the previous one to transfer the money from there.... And to have so you have
to go to previous bank to talk to them to close the account. So this process takes time.” This
comment of the respondents is supported by Jones et al. (2000), as per them switching costs
are consumer perceptions of the time , money and effort associated with changing a service
providers , they argue that as switching costs of an activity increase , the probability of

consumer to engage in such behavior is decrease.

Furthermore Burnham et al. (2003) categorize the switching costs into three categories
namely: procedural switching costs, financial switching costs and relational switching costs.
According to them, procedural switching costs primarily involve the expenditure of time and
effort involved in the switching process. The comments of all of the respondents regarding the
switching costs fall under the categories of procedural switching costs and the rest of the
categories do not have any significant effect on the respondents’ i.e. financial and relational

switching cost.

So this finding support the literature of Yanamandram and White (2004), who referred to
Gronhaug and Gilly (1991) argue that a dissatisfied customer may remain loyal because of

high switching costs.

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.
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Table 6: Summary of the comparison of empirical data and theory about switching costs

as a major switching barrier

Switching barriers

Empirical data

Supported theory

Switching Costs

‘When a person has a good
earning he is tied up with
many loans from the bank,
since I'm dissatisfied , I can’t
shift to another bank as many
of things are interrelated with
the bank, that time it costs lot
of money to make release of
that loan. I have been tied

with pre —condition things’

‘Banking system is made
such a way that we are
interrelated with their pre-
assigned condition, so you
the bank

can’t change

instantly’

“The process is difficult, you
have to open bank account...
you have to ask them to
contact the previous one to
transfer the money from
there.... And to have so you
have to go to previous bank
to talk to them to close the
So this

account. process

takes time.’

Jones et al. (2000), describe
switching costs are consumer
perceptions of the time ,
money and effort associated
with changing a service
providers , they argue that as
switching costs of an activity
increase , the likelihood of
consumer to engage in such

behavior is decrease.

Burnham er al. (2003),
mention procedural
switching costs primarily

involves the expenditure of
time and effort involved in

the switching process
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5.4 Availability and attractiveness of alternatives:

From the finding it is noted that Availability and attractiveness of alternatives also act as a
major switching barriers for customer to switch the banks. Two out of seven respondents
mentioned that their perception is that there is limited choice of bank and all those choices are
analogous. A respondent mentioned that ‘I think all banks are quite similar, absolutely, their
opening hours and everything’s is probably the same’ which were supported also by another
respondent comments, ‘I feel the entire banking system in Sweden is the same, there is not

much variation with the services they are offering and the interest rate’.

According to Anderson and Narus (1984), customer is dependent on a service provider
because they perceive there is no superior alternative in the market place. Furthermore they
categorize the impact of the alternative services providers into four categories , which as per
them are the number of alternatives available, the degree of difference among those available,
the degree of difficulty in understanding the various alternatives and the degree of difficulty
in comparing them. From the finding it is clear that the respondents perceive that all the
available alternatives are similar and have not so much variances in the services they are

offering which make them feel there is clearly lack of the superior services providers.

Moreover this finding supports the theory that the lack of available and attractive services
provider influences their decision to remain with the services providers (Bendapudi and

Berry, 1997; Sharma and Patterson, 2000; Colgate and Lang, 2001).

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.
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Table 7: Summary of the comparison of empirical data and theory about availability

and attractiveness of alternatives as a major switching barrier.

Switching barriers Empirical data Supported theory

Anderson and Narus (1984),

‘I think all banks are quite .
mentioned  customer are

similar, absolutely, their .
dependents on a services

opening hours and provider ~ because  they

everything’s is probably the

Available of alternatives perceive there is no superior

same. alternative in the market
place

‘I feel the entire bank is
Colgate and Lang

same, there is not much

variation on the services they (2001),describe  the number

. . of alternative services
are offering and the interest

, providers as perceived by the
rate.

dissatisfied customer
influences their decision to
remain with the services

provider

5.5 Services Recovery:

The least important switching barriers found through this research is service recovery which is
also consistent with the literature but not rated as important factor as in earlier research
conducted in the area. Only one respondent feels that services recovery as a factor for the
barriers. He commented that ‘Once my money was missing, I contacted them via email...the

bank mail me and explain what was happened and credit in my account’.

In their study Fornell and Wernerfelt (1987) suggested that a well executed services
recoveries can reverse the dissatisfaction among customer and prevent customer defections
from the organization. Which is furthermore supported by the study carried on by Colgate and
Lang, (2001) advocate that consumer may stay with a services provider after they have

experienced a problem with them because they were satisfied with the services recovery
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process after they complained. However, they concluded that services recovery has minor

impact on dissatisfied customers’ switching process

The finding of our study also supports the Colgate and Lang (2001) conclusion since services

recovery do not portraits here the major factor which act as the switching barriers.

Tax et al. (1998) found in their research that a great deal of customers are dissatisfied with the
way companies resolve their complaints, where the customers portraits negative image about
the services provider after going through a services recovery process which may be the case
happened that why the services recovery factors do not have the significant importance in the
customers mind to act as a chief barrier factor to influences them. Which is supported by the
argument of Kenevery(1995) that the failed recoveries imply a leading cause of customer

switching behavior.

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.

Table 8: Summary of the comparison of empirical data and theory about services

recovery as major switching barriers.

Switching barriers Empirical data Supported theory

Fornell and  Wernerfelt
(1987) suggested that a well
executed services recoveries
can reverse the

Once my money was

Services recovery o . | dissatisfaction among
missing, I contacted them via

) ) customer and revent
email...the bank mail me and p

customer defections.

Colgate and Lang (2001)

explain what was happened

and credit in my account’
advocate that consumer may

stay with a services provider
after they have experienced a
problem with then because
they were satisfied with the

services reCovery process
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after they complained

5.6 Family ties or bond:
A new category of switching barrier emerged in our research work while interviewing

Swedish bank customer. Traditionally in Sweden family members help or influence primarily
in financial issues like account opening in a bank, selecting a bank for the youth. That is when
a boy or girl decide to start with a bank, she/he first follow her/his predecessors decisions in
selecting bank and this way they maintain long term relationship as their other family
members did. Here a specific bank becomes family bank of a family. This sort of ties or bond
help customer loyal with the bank even in some sort of dissatisfactory events. Of-course this
sort of ties or bond has some benefits like getting well conversant with banking procedures,
customized with internet banking and moreover instantaneous financial transactional benefit.
There is no denying the fact that it creates a long term relationship with ample trust in their
mind. We can term this category as “family ties or bond”. In these sorts of ties a family
members have good and tighten relation with a particular branch of the bank of their locality.
Here customer feel more secured and hardly concern about any issues arises during their
relationship tenure with bank. When there arise any kind of service failure, family members

share that issue among them. In fact trust has a strong grounding in this relation.

In the general section of the data collection chapter, it was found that most of the respondents
were influenced by their parents and their parents introduced them first to the bank and still
they are following the same root. So even when customers are dissatisfied family ties with a
particular bank act as a major switching barrier. Three out of seven respondents mentioned
that they are tied up with the banks due to the family tradition they have same bank’s services
for long time. One of the respondents commented ‘All my family and relatives have the same
bank. So it’s easy to do any financial transaction i.e. transferring money within the accounts
in a flip of a finger, but it would be difficult if we would have different banks, it also a factor
not to changing banks.” Another respondent claimed, ‘me and my daughter have the same

bank , and it’s quite easy for me to put the money in my daughter account or people using the
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same bank, changing bank will create more hassle for me.” And the other respondent

mentioned, ‘Family value is important than economic value to me.” Trust, beliefs and

experience of other members of the family using a specific bank are considered as family

value for which a customer feels loyal to that same bank.

The following table is drawn from the above discussion which shows a summary of the

comparison of empirical data finding and the theory.

Table 9: Summary of the comparison of empirical data and theory about family’s ties

/bond as major switching barriers

Switching barriers

Empirical data

Supported theory

Family ties/bond

‘All my family and relatives
have the same bank. So it’s
easy to do, transaction, but it
would be difficult if we
would have different banks,

it also a factor.’

‘Family value is important

than economic value for me.’

‘me and my daughter have
the same bank , and it’s quite
easy for me to put the
money in my daughter or
people connected to the same
bank, changing bank will

create more hassle for me.’

Finding of the research

New in the literature.

Family value is most important in Swedish context because all of the respondents are

influenced to open the bank account where their parents already have and they do believe if

the bank is good for their parents then it would definitely be good to them
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Chapter 6: Conclusion, Limitation and Implication.

In this final chapter, we present the discussion part and answered the research questions in
the conclusion which is drawn, followed by the implication to both the theory and practice
in organization. Limitation of the study is also presented in this chapter which consists of
the validity and reliability of the study. At the end, implication for further research is

mentioned.

6.1 Answering the research question:

Going back to the research question, ‘Why don’t the dissatisfied customers of a bank move to
other banks in Sweden and have any other bank as supplementary one?’, it is important to

answer whether we have been able to justify the research question and purpose of the study.

From the study it is visualized that though Swedish customer have some sort of
dissatisfaction they do not move to other banks and continue taking services because of
inertia, investment in relationship, switching costs , availability of alternatives, families
ties/bond and services recovery which act as a switching barriers for switching. Individual or
several factors can act as barrier to a person for moving or changing the bank which answers

the main focus of the research question.

Moreover, they are not interested in secondary bank as additional service provider because of
hassles to maintain additional account, additional effort to create new relationship as well as
non —conversance and lack of trust on the offer of those bank is the main reason for not

having any additional or secondary bank.

6.2 Discussion:

Swedish bank customers, though some of them are dissatisfied with the services of existing
bank show less switching tendency and continue taking service with existing bank. From our
study of previous researches and article we anticipated “switching cost” as the salient barrier
for not to switching to another bank, but surprisingly Swedish customers less weighs this
issue. The study unveils that inertia, investment in relationship, and family ties/bond weight

the vital role.
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To get clearer picture of the findings of our research questions a detailed discussion has been

persuaded.

Due to lack of proper characterization of dissatisfied customers in Swedish banks, it’s quite
difficult to summarize main sources of dissatisfaction reasons. However, we discussed some
main reasons of dissatisfaction sources in literature part based on earlier literature published.
In our interview session we tried to testify the reasons of dissatisfaction explaining some
possible incidents in different functional areas of banks. The respondent commonly expressed
in some areas of dissatisfaction i.e. high interest rate on loan, low interest rate on savings,
denial for the loan, undue expenses and so forth. Most respondents consider service failure
trivially as dissatisfaction reason as it might happen in course of service encountering like
wrong data input, missing of certain transaction etc. It can be noted that one of the
respondents said, “We should not hang on such service failure and judge the performance of

that bank based on that service failure as there is a chance of having recovery.”

Our study findings unfold that the reasons for dissatisfied customers not to switch to other
banks are intricate and multidimensional based on attitudes, beliefs, motivation and lifestyles
characteristics all having an influence on the possibility not to switch existing bank despite

dissatisfaction.

From the study outcome it can be entailed that the likelihood of switching prevails in high
earner income group in the contrary most effective barrier of switching is “Inertia” active in
young customer group who are not taking any initiative to search for suitable alternatives
even if they have some sort of dissatisfaction with their existing bank. In this research,
respondents seemed mostly inactive regarding banking issues, they rarely discuss about their
dissatisfactory events with their friends or relatives thinking the situation will improve or
perhaps they would not like to go through further hassle of finding and evaluating alternative
service provider in terms of time and effort. Here switching procedure also help them being
inert. Repeat service taking continues as customers do not intend to search for another bank
despite having some sort of dissatisfactory causes with existing bank. These sorts of

customers are spuriously loyal to their current bank.

In the quest of other switching barrier “investment in relationship” issue, respondent also gave

same weight as “inertia”. Swedish customer emphasize their long term relational benefit with
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their current bank what grew in its long way like 10-20years and even more years where
financial benefit could hardly help dilute the relation. They think it seems awesome
discarding current relationship with their existing bank personnel and thereon developing
afresh relationship with new one. They believe long term relationship creates trust and
perhaps in fear of losing extra care they don’t like to change existing bank. Even when they
are dissatisfied with the existing bank, minimal financial benefit could hardly induce them in
switching to other bank. Customers enjoy psychological benefit, i.e. customer feel confident
with their existing service provider, as trust and security grows in their mind during their long

relationship with bank.

Switching costs like time, effort and money play less important role in determining switching,
as though in Sweden new contractual bank will perform all necessary tasks i.e. contacting
with old bank, transferring all financial facts to new one and settling any issue like loan,
overdrawing etc. on behalf of the changing customer. However customers concern about costs
associated with procedures, relation and monetary in changing existing bank to new one
where customer consider changing to a new bank will put him/her in such condition what

requires to give more time and effort to setup a new relation.

Another switching barrier “availability of alternatives” has significant influences in customer
mind. In Sweden there are only four major players such as Swed bank, Svenska
Handelsbanken, Nordea, and SEB together accounted 80 percent of the total assets of Swedish
banking industry. The banking industry seemed an oligopoly structure with few alternatives to
the customers and all the banks offer some how similar services. Due to lack of intense
market competition, Swedish banks are enjoying more active and passive loyal customers
with almost equal share of total customer base. The outcome of the study implies the same
perception of Swedish bank customers, where customers perceived that all the leading banks
are offering similar products and services. Customers seldom could distinguish banks in terms
of price and service quality. If customers have any critical dissatisfactory incident with a bank
it becomes hard to change existing bank to a new bank, customers find very few alternatives
to make appropriate decision to switch. Respondents could barely find any superior or even
better bank, in terms of service offerings, interest rate, banking hour, availability of ATM
booths and so forth, rather than to his existing one. Customers feel difficulty in ascertaining
the number of available alternatives, degree of differences between alternatives,

understanding the variation of alternatives and comparing the alternatives offering. Here
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customers are in dilemma which bank to choose in terms of better alternatives as respondents
expressed that none of bank in Sweden is the best rather the all leading banks are the same in
terms of service quality and other functional issues. Thus when customers feel dissatisfied

with their exiting bank they could not be motivated to search for another bank.

Family ties or bond or long tradition using a same bank seems as an important barrier in
Swedish context while taking a switching decision to another bank. Trust likely to strengthen
with the length of the family tradition and relation with a specific bank. A good portion of
respondents claimed they have introduced with the bank by their parents and their parents are
also introduced by their parents i.e. 3 to 4 generation family practice and experience with the
same bank develops a long standing relation which in turn creates trust in customer mind. As
trust has strong grounding in these family traditional practice customer could hardly think
about switching to another bank where dissatisfaction issue can’t play a dominant role over
these trust and belief. To further explain the role of family tradition acting as a strong barrier
respondents comments can be quoted, “I think, since we all family members have the same
bank and as it is good enough for my parents it will be good enough for me also, in fact they
have more money than mine and experience as well”, “Family value is important than
economic value to me” and “me and my daughter have the same bank, and it’s quite easy for
me to put the money in my daughter or people using the same bank”. It’s quite evident that
the influence of family members on customer in switching service provider especially in

regards of financial issue more dominant than dissatisfaction phenomenon.

Along with the issues discussed above, another prime cause lying behind non switching
decision is technological advancement i.e. dependency on internet banking where physical
interaction with service provider is less required. That is customers who use internet banking

become more loyal.

The review of above discussion entails the reasons of continuing service with the existing
banks despite some sort of dissatisfactory experiences. Though the customers are dissatisfied
they show some what loyalty on the existing bank. Loyalty as a response to dissatisfactions
stands as temporary state where consumer exists in anticipation of service remedy or
improvement (Panther and Faruque, 2004). However, consecutive actions of service failure
will result in switching to new service provider. The study with the Swedish banks customers
revealed that critical service failure or series of consecutive dissatisfactory events in different

functional areas of bank will result in loss of customer trust from the existing bank. In
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consequence dissatisfied customers will start thinking about alternative service provider and

their offering.

Regarding supplementary bank as additional service provider, none of the respondents want to
take the hassle of opening account in another bank or having a secondary bank because they
think that it will take extra effort to make personal relationship and it is waste of time. They
added that little money usually does not influence them to have additional secondary bank.
The study further encompasses that customers are not that much aware of offers of those
banks and these offers could hardly create trust in customer mind as they are customized with

a complete banking setup and premises.

6.3 Conclusion:

This study deepens the existing understanding of the phenomena why the dissatisfied
customers continue taking service from existing service providers in Swedish context. Again
it analyzed why Swedish customers do not incline to take the services from secondary banks
despite their lucrative offers. In course of the study it is visualized that though they have some
sort of dissatisfaction they do not move to other banks and continue taking service from
existing bank because of inertia, investment in relationship, switching costs, availability of
alternatives, family ties/bond, and services recovery. It may be reason that lacks of intense
market competition Swedish banks are enjoying more passively or actively loyal customers.
Apart from that, it is evident that due to technological advancement i.e. dependency on
internet banking made customers more loyal. However, family ties/bond stands as a new
switching barrier in our finding which may help researcher to contribute more in business
arena. To recapitulate, Swedish customer are not interested in secondary bank as additional
service provider because of hassles to maintain additional accounts, additional effort to create

new relationship as well as non-conversance and lack of trust on the offers of those banks.

6.4 Implication for Theory:
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The purpose of this study is to gain a thought full insight of the issues why people do not
switch to another bank even being dissatisfied with the existing one in Swedish context. This
study has covered different related areas like sources of dissatisfaction, customer’s responses
to dissatisfaction and ultimately the switching barriers which act as an imperative reason to

stay within the existing banks.

Based on the existing theories and finding, this study test several establish theories related to
the switching barriers. In relation to the research question, the finding of this study supported

the existing literature on and around the area.

The most noteworthy finding of this study was the new switching barriers “Families
ties/bond”. This is the most probably first time that this new barriers has been find out which

play a crucial role for customers not to switch.

This study also draw attention to the inert behavior of the Swedish customer in response to the

having another secondary bank.

6.5 Managerial Implication:

Our findings of the study can be implicated in below mentioned ways for management
purpose.
¢ In our research we summed up with the decision that inertia plays a vital role while
not changing decision despite dissatisfaction. Bank Management can look into the
switching barrier “Inertia” more deeply and forge such marketing strategy to provide
customer more convenience while encountering services to make them more inert and
dependent with the specific bank. Moreover, by monitoring customers’ buying
behavior a bank management can be able to understand those customers who are likely
to be active and thus take an attempt to hold them back before they switch. On the
other hand competitors can also manipulate such information to make those
prospective switchers be active.
¢ “Investment in relationship” barrier also plays a significant role in customers mind
regarding not to switch decision in fear of losing a pile of benefits if they discard such

relationship. Bank Marketer should give more concentration to understand the
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dimensions of “investment in relationship” barrier with a view to providing more
relational benefit to get more loyal customer.

e Qur study highlighted one of the switching barrier is “family ties/bond” in Swedish
context which seems new to in this field. In this case family members have influence
on each other in regards of decisions on financial matters. Bank management has to
understand these traditional attitudes between family members and develop such
marketing strategy to keep all members of a family with a bank in regards of their
financial issues. They may introduce a product package for the family members to

make them feel more responsive and caring about the bank.

6.6 Limitation of the study:

This study was conducted in a qualitative methodology with the small sample size, thus this
finding of the study should be interpreted with caution. As this is a case study and context

based done focusing a specific place of Sweden, these findings cannot be generalized.

More quantitative approach with large sample size can be used to get better insight into the

subject matter.

However validity and reliability measures were taken to make the finding more valid and

reliable.

Different measures steps were taken to ensure the validity and reliability of the study:-

» Data were collected by in-depth interview with the open ended questions which
gives empowerment to the respondents to express their true feeling regarding the
questions.

> Data were collected from the reliable sources, i.e. from the different customer who
had faced some kind of dissatisfaction during their relationship with different
banks.

» Interview guide was made based on the literature review and conceptual frame of
references and was pre tested before actually conducting the interview. The
objective was to make sure the finding be more reliable with comparison with the
past literature.

» Every interview was recorded with the help of tape recorder and notes were also

taken during the interviews to ensure the correct data.
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» Same types of questions were asked during the interview in order to increase the

reliability of the findings.

6.7 Implication for Further Research:

There are several things to ponder for future research.

Firstly, family ties/bond is found as one of the major switching barriers for the consumer to
switch/change from the existing bank, it could be of great interest for both researchers and
banks to investigate into the term “families ties/bond” more in depth. Further research is
required to get clear insight into the switching barrier “families ties/bond” that “How and to

what extent this barrier influence customer to remain loyal with a bank?”

Secondly, it is found that Swedish customer shows more inert behavior to have a secondary
bank. This research demands more study that “why Swedish customer behave more inert
while taking any switching decisions” which gives a room for researchers and bank managers

to study with.

Finally, further research is needed to comprehensively understand switching behavior of
dissatisfied customer in Swedish banking industry. Researcher can also replicate this study

and can apply in other industry to investigate switching behavior of dissatisfied customers.
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Interview guide:-

General question:

After an introductory session respondents were initiated with some general questions to have
some ideas about their banking practices in Sweden. Main key points included the asking was
their thinking about banking system in Sweden, information about their current bank, duration

and more over asking about having secondary bank.

Second session:
Source of dissatisfaction:

This session was designed to identify the sources of dissatisfaction by guiding the respondents
through explaining some probable situation that might happen while encountering banking
services. Then they were asked to tell about the situation what exactly happened, what was
their feelings at that moment etc.. At the end respondents were asked whether they took any

initiative to change the banks or not.

The third section: Switching barriers questions.

In this session we tried to lead customers to think about some actors that may act as switching

barriers while taking any switching decision.

Switching cost:

To find out the influence of switching cost barrier in respondents decision making process,
respondents were informed with various facets of cost incurring i.e. giving more time to gather

information, initial cost etc..

Relationship Benefits.

Respondents were asked to impart their thinking that to what level they consider the
relationship, developed with current bank, is influencing while taking switching decision.
During the interview session respondents were informed with some relationship benefits that
they might lose while taking switching decision. It also let them rethink about the probable

odd situation that they may face in new environment.
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Inertia

To gauge the level of inertia in general Swedish customer, respondents were asked with
different types of question. Main key points include there perception about similarity of bank

service offering, inactiveness to mental drive and feeling more hassles etc..

Available of Alternatives:

In this section, respondents were asked whether they believe in availability of alternative
banks with attractive service offering with location convenient bank premises or not and so

on.

Service Recovery:

Here respondents were asked with some questions regarding service recovery following
service failure i.e. misappropriation of data, wrong statement of bank transaction,
irresponsiveness of employee and malfunction of automatic teller machine etc. to understand

there satisfactory level.

Interview for 2" research question

In persuasion of getting an insight into the reasons for disinclination to choose secondary
specialized banking services a number of issues have been discussed with the respondents.
Here we tried to know whether the respondents are acquainted with the services of secondary
specialized banks, whether these offers have utility to the respondents, if these offers have

utility then why they do not choose those banks as additional service options.
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