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Abstract

Background:

Purpose:

Method:

Conclusion:

The financial services industry is a highly competitive and frag-
mented market. Firms are realizing the need and advantage of re-
taining customers rather than only focusing on acquiring new cus-
tomers. Managers should focus on increasing customer satisfac-
tion and communication levels as well as providing higher service
quality. They should also emphasize the importance of building
better relationships with customers to create loyalty.

The purpose of this thesis is to investigate if customers of a local
bank office are loyal, find the factors that create disloyalty and
analyze how the bank can increase customer loyalty.

To complete the purpose of this paper, the authors prepared a case
study on a local Swedish bank and conducted a survey of the
bank’s customers to determine levels of loyalty within the com-
pany. The authors spent four days in the bank office to have the
customers fill in the survey immediately after their experience
with the bank. Participants in the survey were customers who vi-
sited bank tellers, had booked meetings, or un-booked meetings.

It was found that the bank had high levels of customer loyalty, as
a majority of the customers were exclusively customers of the
bank. Never the less a significant amount of customers had an ad-
ditional bank(s) which shows the bank has an opportunity to
strengthen their market position, but also a need to retain their
customers. Customers were satisfied with the service quality pro-
vided and the relationships were satisfactory between customers
and their advisers. The majority of the customers were contribut-
ing to a positive word of mouth, which is an indicator that they
are loyal customers. However, the main area of improvement
needed by the bank is to implement a better customer complaint
management system, as many customers did not know how or
where to complain.
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Metod:

Slutsats:

Den finansiella tjanstesektorn dr en starkt konkurrensutsatt och
fragmenterad marknad. Foretag inser behovet och fordelen av att
behalla kunder snarare &n att enbart fokusera pa att vérva nya.
Genom att fokusera pa att 6ka kundnojdheten for att de existeran-
de kunderna kan de erbjuda en battre service kvalitet. De bor ock-
sa betona vikten av att bygga battre relationer med kunder for att
skapa lojalitet.

Syftet med denna uppsats ar att undersoka om en lokal banks
kunder &r lojala, hitta de faktorer som skapar illojalitet och analy-
sera hur banken kan 6ka kundlojaliteten.

For att uppndsyftet med var uppsats utarbetade forfattarna en
fallstudie den lokala banken. Forfattarna genomforde en under-
sokning av bankens kunder for att analysera dess lojalitet till fore-
taget. Forfattarna tillbringade en vecka i banken for att utvardera
kundens erfarenhet i relation till dess besok. Deltagarna i under-
sOkningen var kunder som besokte banken i &renden inom kas-
sa, bokat moten, eller obokat mote.

Det konstaterades att banken hade hog kundlojalitet, da en majori-
tet av kunderna var endast kunder i banken. Icke desto mindre, en
stor mangd kunder hade ytterligare bank(er) vilket visar
att banken har en mojlighet att starka sin stallning pa i den lokala
marknaden, men ocksa att starka sin stallning i den existerande
kundkretsen. Kunderna var ndjda med den servicekvalitet som
banken tillhandahaller och relationer var tillfredsstallande mellan
kunder och deras radgivare. Majoriteten av kunderna bidrar med
positiva rekommendationer, vilket ar en indikator pa att de ar lo-
jala kunder. Dock &r den viktigaste biten av forbéattring kravs av
banken for att genomfdra ett battre system for hantering av an-
malningar, eftersom manga kunder inte vet hur eller var att klaga.
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1 Introduction

In the introduction chapter the reader will be provided with a background of the bank-
ing sector and the importance of customer loyalty, along with an introduction to the
bank and an explanation of the problem and purpose of the thesis.

1.1 Background

For decades the banking sector had been operating in a relatively stable and regulated
environment (Zineldin, 2005). Today the environment has changed and the financial
sector is a highly competitive and fragmented marketplace (Durkin & Howcroft, 2003).
To be able to face the fierce competition, banks need to focus on creating a competitive
advantage. Trends within the banking industry have been changed during the past years
to put defensive marketing in focus in order to retain customers. There is a need to em-
phasize on increasing customer loyalty through defensive marketing rather than focus-
ing on gaining new customers through offensive marketing. This is due to the difficul-
ties of creating a good offensive marketing strategy in a dynamic (Harrison, 2000) and
mature environment with high competition (Fornell & Wernerfelt, 1987).

In the financial sector the performance unfolds over time, usually over several months
or even years before the true value of the investment advice can be assessed. Thus the
relationship needs to continue over a considerable period of time for it to be effective
(Hatfield, 1993). By creating a strong relationship, customers will be more loyal to the
company, which means that financial firms will have customers that tend to be less
price-sensitive, likely to buy more services and engage in positive word-of-mouth mar-
keting. From a company’s perspective, loyalty is a conscious, ongoing and effective
process throughout the whole organization. Efforts should be made to secure satisfied
customers through good relationships with the bank, increasing the customers’ loyalty
and the firm’s profits (Ennew & Waite, 2007). Many financial companies have not fully
taken into account the importance of relationship management and do not understand
what customers consider to be a good relationship (Harrison, 2000).

Zeithaml, Berry, and Parasuraman (1996) found that an important determinant of a cus-
tomer’s intention to remain loyal is through high service quality. If the customer is satis-
fied with the quality of the service provided, it may lead to a long-term relationship
(Gronroos, 2007). Satisfaction is a necessary step to form loyal customers, by listening
to their needs in a superior manner the company can trigger them to engage in loyal be-
havior (Hougaard & Bjerre, 2009). One of the key determinants in creating and main-
taining relationships with customers is through communication. This is an important va-
riable of service quality for banks, as an indicator for good relationships is a continuous
exchange of information between the customer and their service provider (Gabott &
Hogg, 1998). If a company is not open for communication to allow and give an oppor-
tunity for dissatisfied customers to voice their complaints, it can cause them to switch to
a competitor with an advantage in communication, service quality and relationship
management.



1.2 Problem discussion

The bank chosen for the case study is a well established bank that has been operating for
175 years. Their vision is “to be the best bank alternative in their city in all aspects (i.e.
services they provide)”. The bank has multiple service offerings and provides savings,
payments, loans and insurance. It is owned by a local foundation and all decisions are
made in within the city. The bank is a bank for the municipality; it supports both the
community and specific individuals, through providing funding for research, education,
athletics and culture (Bank’s website, 2011).

The town has a population of approximately 38,000 (SCB, 2008), of which 29,200 are
private customers at the local bank (Bank’s website, 2011). This indicates a strong mar-
ket position within the community. As the local bank is operating in a mature market
and has a significant share of the population, their goal is to retain their customers in the
most efficient way and increase the services that they can provide for each individual
customer, so that no additional bank is needed (Marketing director, personal communi-
cation). The authors discussed with the local bank the importance of finding the factors
which directly affect customer loyalty, so the need was established to conduct surveys
to determine customers’ perceptions of their experiences right after they have occurred.
In this way, the bank can comprehend in which ways they can improve their services to
increase the loyal behaviour of their customers.

1.3 Purpose

The purpose of this thesis is to investigate if customers of a local bank office are loyal,
find the factors that create disloyalty and analyze how the bank can increase customer
loyalty.

1.4 Research Questions

1. Are all customers entirely loyal to the bank?
2. What causes disloyalty among the customers?
3. How can the bank increase customer loyalty?

1.5 Definitions

Due to the bank’s privacy wishes, the local bank office used for the case study is named
Bank A within this paper.

For the research carried out in this thesis, a loyal customer is defined as a customer who
exclusively purchases financial services from Bank A. Therefore, a customer who uses
multiple banks would be classified as a non-loyal customer. Furthermore, in this thesis,
un-booked customers are defined as customers who visit the bank spontaneously for any
need they have, whether it is to see a bank teller, an adviser or any other errand.

1.6 Delimitations

Due to the specificity of the purpose, the Brogowicz model included in the theoretical
framework is considered relevant only when considering the human resources in rela-
tion to the functional and technical qualities. The physical resources are not taken into
consideration, neither are the system performance specifications or operation perfor-
mance specifications.



2 Theoretical Framework

In this chapter the authors will present the frame of reference for this thesis. It will
guide the reader through how service quality can generate to satisfaction or dissatisfac-
tion and how to manage each to acquire loyal customers.

2.1 Service Quality

A determinant of the relationship commitment is the service quality a firm provides to
the customer. Quality is based on customer needs, expectations and wishes (Zeithaml,
Berry, & Parasuraman, 1996). However, there is no generally accepted operational de-
finition of how to measure service quality; there is though a growing consensus that
customers evaluate service quality by comparing their service quality expectations with
their perceptions of the service they have received. When perceived service quality falls
short of expectations, a service quality gap occurs. Management’s job is in essence is to
prevent or eliminate service quality gaps (Brogowicz, Delene, & Lyth, 1990).

Directly influencing the customers’ expectations on service quality are uncontrollable
external influences, the company’s own traditional marketing strategies, as well as the
company’s image. The external influences include culture/socio structure, personal
needs, past experience, word of mouth communication, media exposure, and competi-
tion. Traditional marketing activities include advertising, public relations, personal sell-
ing, sales promotion, and pricing/channels (Brogowicz, et al., 1990). If the customer has
a favorable image of the company, small mistakes will more easily be forgiven than if
the image is negative. The same service reception may cause one customer to rate the
service as worse than what was actually experienced due to very high expectations
(Oliver, 1980). Gronroos (2007) describes the image as a filter between the functional
and technical quality compared to the total quality.

The perceived service quality is on the other hand, besides from being influenced by the
above mentioned customer expectations and its influences, also being influenced by the
company’s service offerings (Oliver, 1980). The service quality that customers expe-
rience can be divided into two different dimensions; the technical dimension and the
functional dimension. The technical dimension refers to the quality of the outcome in
the service process; what the customer is left with when the service process and the
buyer-seller interactions are over. The functional dimension refers to the quality of the
process; the service process before the outcome has been reached or in other words how
they experience the simultaneous production and consumption process. The two dimen-
sions are thereby what the customer receives and how the customer receives it, so the
customers evaluate the technical quality and the functional quality in order to evaluate
the total quality of the company (Oliver, 1980). Customers determine the level of tech-
nical quality by evaluating the human resources, technical knowledge and ability, and
the physical resources (such as machines, materials, facilities and technology). When
customers determine the level of functional quality of a company, they evaluate the hu-
man resources (the service-mindedness, availability and internal relations), and the
physical resources (appearance and accessibility) (Brogowicz, et al., 1990).

It is usually easier for customers to evaluate the functional quality, than the technical
quality, as banking customers typically lack the knowledge to assess levels of risk, and
whether their money could have been better invested elsewhere. Thus, perceived service
quality is often influenced to a greater degree by the functional dimension than by the



technical dimension, due to the high complexity of the financial services industry. The
technical and functional dimensions are however, not independent of each other; cus-
tomers that have high expectations on functional quality may create high expectations
on the technical quality. Other customers may substitute one dimension for the other,
e.g. a customer may accept lower technical outcomes if the functional quality exceeds
their expectations (Brogowicz, et al., 1990).

Figure 1 Synthesized Service Quality Model (Brogowicz, et al., 1990) .
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2.2 Relationship Commitment through Communication

Sharma and Patterson (1999) created a model (Figure 2) to show the impact of commu-
nication, trust, and service quality on customers’ relationship commitment to the com-
pany in the context of a highly intangible, complex, and customized consumer service
such as the private banking sector.

In Sharma and Patterson’s (1999) research, trust is the mediating factor between com-
munication, the functional quality, the technical quality, and the commitment in the re-
lationship. Effective communication was shown to have the greatest impact on relation-
ship commitment, both directly and indirectly through the functional quality, technical
quality and trust. The technical quality was also significant in affecting directly the rela-
tionship commitment.

For a relationship to sustain over a long period of time, it is important to develop
smooth, cordial and ongoing communications between the customer and the company
(Hatfield, 1993). Sharma and Patterson (1999) explain that communication is the shar-
ing of information in a formal and informal way between the customer and the firm.
According to Sharma and Patterson (1999, pp. 163-164) effective communication in-
volves in practice for the advisers to “dis-
play empathy and listen; accurately ex-
plain fees and charges; set realistic expec-
tations about risk and returns; educate cus-
tomers along the way so they can make — offectiveness
more informed decisions; explain invest-

ment options in jargon-free terms; explain / \

how various portfolios work; regularly re-

Figure 2 Conceptual model of determinants of rela-
tionship commitment (Sharma & Patterson, 1999).

_—— Communication

view customers' portfolios”. Functional Technical
| quality quality
Trust is the fundamental ingredient in both ‘, “\ v //
business and personal relationships. A * st
buyers’ feeling of trust for the salesperson '\
enables the seller to meet the specific cus-
tomers’ needs and is essential in creating a
longer relationship (Schurr & Ozanne, T S
. . . . . Relationship
1985). The financial industry is unique commitment

when it comes to trust, since trust is

needed from both sides, i.e. the bank needs to trust the customer for them to enable a
loan, while the customer needs to trust the bank with their savings (Harrison, 2000).
Trust is the belief that the service provider will behave in a manner that ensures the
long-term interest of the customer will be served (Crosby, Evans, & Cowles, 1990).

This model is applicable to personal financial planning services. By having an adviser,
social bonds are developed at an emotional level, which makes the relationship more
stable and increases the exit barrier (Bejou, Ennew, & Palmer, 1998). A continuous
flow of communication also indicates a high-quality relationship between the customer
and adviser and inspires trust (Morgan & Hunt, 1994). Trust consists of reliance and
confidence in the adviser and implies a personal vulnerability. Sharma & Patterson
(1999) argue that a continuous communication between the customer and the adviser is
also important for customers who seek to minimize dissonance and uncertainty about
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the adviser they have chosen. Customers have little choice in this complex sector but to
trust and have confidence in their adviser (Morgan & Hunt, 1994).

2.2.1 Managing communication through CRM

To be able to communicate the trust between the company and the customer the firm
should realize that each customer has a different preference of communicating than
another. It is important to find out the most efficient ways of communicating to secure
the relationship (Rayport & Jaworski, 2004). According to Gummesson (1990), Cus-
tomer Relationship Management is the relationship between the customer and the com-
pany turned into a useful application and it is reliant both on human action and informa-
tion technology. Electronic CRM is where all the information is gathered about the cos-
tumer — the purpose is to combine and find data to get to know the customer better. The
second is the human dimension of CRM; how to efficiently make contacts with the cus-
tomer. CRM is best handled with a combination of advanced IT and demand for human
resources (Gummesson, 1990).

The process of closing the gap between what customers expect and what they perceive
at present includes analyzing the desired customer experience. Customers want different
things from an interface with their service provider; it can be information, advice, social
exchange, affirmation, anonymity, discretion, and sometimes simply efficiency. De-
pending on the customer and the interaction occasion, what constitutes an appropriate
experience may vary dramatically. Once the company has understood what the customer
expects from an interaction, they will have to turn to themselves and align what the
company wants to gain and how it may support their personnel and processes to deliver
what customers desire in a profitable manner. Customers may use one with great fre-
quency but use another one for longer durations. In every functional system, customers
may want to communicate at several interface points, based on how the customer pre-
fers to interact in the relevant functional process. Companies cannot optimize its com-
munication effectiveness without understanding how its different customer segments
prefer to communicate (Rayport & Jaworski, 2004).

Examples of company-customer interactions today are when personnel respond to in-
quiries face-to-face, in person on telephone, addressing the customer by e-mail, online
text chat where the same staff member can handle several customers at once, communi-
cate with customers through partly and fully automated e-mails, interactive voice res-
ponses on telephone, and through company websites. In every functional system, some
interfaces matter more than others. It is important for companies to focus on integrating
above mentioned interfaces to close service quality gaps within the system and func-
tional processes that cause dissatisfaction or confusion or result in customer defections
from the functional process (Rayport & Jaworski, 2004).

2.3 Customer Satisfaction and Dissatisfaction

Oliver (1980) defines satisfaction as the emotional reaction to a specific product/service
experience; the emotional reactions come from disconfirmation of a consumers’ per-
ceived performance of the product/service and the consumers’ expectations of the per-
formance. When perceived performance exceeds expectations there is a positive effect
and as a result, pleasure of the received performance is raised. If there is a negative ef-
fect the perceived performance is lower than the expected and dissatisfaction arises
(Mano & Oliver, 1993).
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Within financial services, managers are realizing the increasing importance of customer
satisfaction in enhancing customer loyalty, which would in the long-term increase the
firm’s profitability and success (Fornell, Ryan, & Westbrook, 1990). Satisfied custom-
ers would buy services more frequently, at higher prices, and tell their acquaintances of
their good experiences with a high quality service provider (Hauser, Simester, &
Wernerfelt, 1994). If a firm enhances customer satisfaction, they can potentially in-
crease the number of services a customer buys as well as sell different services to them
(Krishnan et al., 1999). If an organization’s service quality decreases, it IS necessary for
the firm to have customers that want to explain their dissatisfaction. By providing the
company with feedback it triggers an attempt to recover the quality within the organiza-
tion (Hirschman, 2008). Dissatisfied customers, if their problems are not solved, will
leave their service provider. Within the banking industry, many customers switch due to
their perceptions of low service quality (Rust & Zahorik, 1993).

Customer satisfaction and the maintenance of the customer relationship depends on how
well a service measures up to the customers’ original expectations of quality, which re-
lates customer satisfaction to Brogowicz et al.’s (1990) Synthesized Service Quality
Model. By evaluating the technical and functional qualities, it will be possible to see to
which degree the customer is satisfied, as satisfaction is created through a combination
of awareness of the customer’s views, needs, and continuous improvement of services,
as well as a constant development of the customer relationship (Drummond, 1992).

2.3.1 Managing Customer Dissatisfaction

Hirschman (2008) claims that there are two routes for managers to find out about fail-
ures which create dissatisfaction; the voice option and the exit option. The voice option
explains how customers express their dissatisfaction to the management, or to anyone
willing to listen about the decrease in quality. Management is forced by this to search
for the causes and possible solutions to the customers’ dissatisfaction. On the other
hand, exit refers to when customers stop purchasing the services or even leave the or-
ganization. As a result, revenues drop, membership declines, and managers are com-
pelled to find ways to correct the faults that led to the dissatisfaction. In a perfectly
competitive market, dissatisfaction is channeled by customer groups moving back and
forth between companies who might have no information that something has gone
wrong. The presence of rival companies raises an illusion for customers that the grass is
greener on the other side, so they move to buy products from another company. If com-
petition did not exist, however, customers would put more pressure on management to
produce service improvement (Hirschman, 2008).

Thus, loyalty as a rule keeps levels of exit low and activates protest. Loyal customers
are most likely to threaten exit, and will make their voice heard before pulling out. It is
likely that a customer who is dissatisfied with the organization’s development can re-
main loyal without being influential, but they would not remain a customer without ex-
pecting that some action will actually be taken to improve matters. Normally a customer
sacrifices themselves to remain with a company where they feel that it wants to
and can make a difference, and the customer can only help and exercise influence by
remaining a customer. Others do not bother to switch to competitors if they feel that
they will soon want to go back and stay because of switching costs (switching barriers)
that may occur during a swop. Finally there are those who remain with the company out
of loyalty, which is a less rational but far from an entirely irrational reason (Hirschman,
2008). In a few instances, severe critical incidents can persuade a customer to exit the
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firm immediately, yet the majority of cases suggest that a customer switches banks be-
cause of numerous complicated issues. Research from New Zealand and Australia
showed that out of 694 respondents that in the past had moved from their main bank,
23.7 percent of the banks customers who were dissatisfied left within three months of
their initial complaint, yet 46.9 percent waited for two years before leaving the bank.
Prior to leaving their bank, the participants in the research often complained on multiple
occasions. 74 percent of customers complained at least one time before switching banks
(Colgate & Hedge, 2001).

Based on Hirschman’s exit-voice theory, a defensive marketing strategy was developed
for complaint management by Fornell and Wernerfelt (1987). They argue that the com-
mon objective of striving to reduce the number of customer complaints is questionable.
Fundamental to defensive marketing is managing customer dissatisfaction since it has
negative and harmful effects on the firm are minimized (Fornell & Wernerfelt, 1987).
Fornell & Wernerfelt (1987), suggest that unvoiced complaints are an opportunity cost.
Customers who are dissatisfied and do not voice a complaint are more likely to exit,
which in turn would result in a revenue loss. If that revenue loss from losing a customer
is greater than the cost of handling and encouraging complaints, then complaints should
be encouraged (Figure 3). The most common reason for people to not complain is that
they believe complaining would be a waste of time and work, and in most cases they do
not know where to complain. Most customers that are dissatisfied never complain. To
welcome complaints is a great possibility to strengthen the relationship between the cus-
tomer and the company (Arnerup & Edvardsson, 1992). A company needs to analyze
the worth of customer retention, as well as the likelihood that the complainant will be
satisfied with a chosen remedy and remain loyal. If a firm does not understand how to
encourage complaints or how to handle them, the retention rates are expected to be low.
The long-term perspective is important when handling customer complaints (Fornell &
Wernerfelt, 1987).

Figure 3 The effects of Complaint Management (Fornell & Wernerfelt, 1987).
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2.3.2 Customers’ reasons to switch service provider

As noted in the previous section, customer loyalty keeps levels of exit down. Keaveney
(1995) created a model (Figure 4) to categorize customers’ reasons to change a service
provider, which proposes eight main causes for customers to leave a firm. These are
pricing, inconvenience, core service failures, service encounter failures, failed employee
responses to service failures, competitive issues, ethical problems, and involuntary fac-
tors.

Managers can learn from the model that six of the eight switching factors are controlled
by the service providing firm’s point of view. Pricing issues customers complain about
are associated with fees and charges associated with the service, for example, high pric-
es, price increase, unfair pricing practices or deceptive pricing practices. Inconvenience
shows when a customer feels bothered, for example due to location, waiting time, or
opening hours. Core service failures relate to mishaps due to mistakes or other technical
issues with the service, for example, transfer or billing errors, or service catastrophes
that caused customers to lose time or money. Service encounter failures relay to prob-
lems in the interaction between the employee and customer, for example, uncaring, im-
polite, unresponsive or unknowledgeable personnel. Service recovery failures are due to
the failure of a company to resolve previous complaints, from reluctant responses, fail-
ure to respond or clearly negative responses. Finally, ethical problems can cause switch-
ing behavior, due to dishonest behavior, intimidating behavior, unsafe, unhealthy prac-
tices or a conflict of interest (Keaveney, 1995).

Factors that cannot be controlled by a company are the following two: Competition,
which does not necessarily mean that the customer switches from an unsatisfactory ser-
vice provider, but makes a choice to switch to a better one; for example if the staff
elsewhere are more personable, more reliable or provide higher service quality
(Keaveney, 1995). According to Keaveney’s (1995) research, customers changed to a
new service provider even when pricing was higher or the location was less convenient,
due to higher service quality that makes them feel it was worth the additional effort and
money. Secondly, there is involuntary switching, in that the service provider moved or
that the customer did so, or if problems arose with other customers that caused switch-

ing.

Keaveney (1995) suggests in her work to implement cross-functional teams in the com-
pany to solve these complex complaint and switching issues. The team to work on im-
provements in the company should preferably consist of managers from marketing and
operations for the improvement of core service delivery, human resources to improve
service encounters, the legal department to tackle unethical behavior and managers from
finance to adjust prices.
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Figure 4 A model of customers’ service switching behavior (Keaveney, 1995).
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After a customer has left a firm, it is likely that they will participate in word-of-mouth
activities by talking to acquaintances, or even a new service provider to ensure that the
same problem will not occur again. Around half of all customers find new service pro-
viders through word-of-mouth marketing (Keaveney, 1995). Stern (1994) defines word-
of-mouth as a direct communication between a source and an acquaintance, through an
exchange of spoken messages. Word-of-mouth is spontaneous, and is not created from
pre-determined messages. It can be either positive or negative, as the message comes
from a customer’s own experiences with a service provider. It is seen as more important
when referring to services over product searching decisions (Buttle, 1998). Customers
rely on their acquaintances’ experiences and recommendations when looking for new
services to purchase. Arndt (1967) found that there were three main reasons for the do-
minant power of the influence that personal contacts have on each other in terms of con-
sumer behavior. The first is that group influence is seen as reliable and trustworthy. Se-
condly, personal contacts can offer consumers social support, whereas mass media does
not. Thirdly, word-of-mouth information is backed up by personal surveillance and so-
cial pressure.
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3 Method

This chapter describes the author’s research process. It will explain the methodological
choices that were made and how the chosen primary data collection was carried and
analyzed.

3.1 Research approach

3.1.1 Primary and secondary sources

A researcher has the option to collect data from primary sources or secondary sources.
Primary sources are data collected for the first time for a specific study, whereas sec-
ondary sources are data already collected by others to be used in a specific purpose
(Saunders, Lewis, & Thornhill, 2009).

As the intention of this study was to investigate a specific bank’s customer loyalty, the
authors decided to collect primary data in the form of a questionnaire to the customers
of the firm. The questionnaire contained questions directly related to the customers’ vis-
it to the bank, and their perception of the bank in general. Secondary sources used in
addition to the primary sources were information on the company and their background,
relevant literature, scientific articles, and the Internet.

3.1.2 Inductive or deductive approach

Two central visions on research approaches are the deductive and inductive. For testing
theories, it is useful to use a deductive approach, whilst when aiming to build a new
theory the inductive theory is helpful (Saunders et al., 2009). The deductive approach
starts with analyzing a theory and then testing that theory by collecting empirical data;
the order is to move from generalized information into the specific example. By using a
sufficient size of sample in the empirical study would be possible to generalize the an-
swers to the specific study (Hakim, 2000).

With the inductive approach, a close understanding of the research context is empha-
sized. The researcher looks into the specific statement first, and then moves to a genera-
lization; the researcher finds a theory, and then finds a pattern to prove it. This is the
opposite of the deductive approach, in which researchers find patterns first, and then
create a new theory (Hakim, 2000).

The authors of this paper used both an inductive and deductive approach. By analyzing
existing theories, the deductive approach was used to determine whether the chosen
theories on customer loyalty explain the case of Bank A in Sweden. However the ques-
tionnaire was developed from several different theories that concern loyalty, not from
one specific model. Therefore the inductive approach was used to create a new ques-
tionnaire.

3.1.3 Qualitative or Quantitative research approach

When conducting research there are two different approaches that need to be considered
when deciding how to carry out the research in the most efficient and effective manner.
These are the quantitative and qualitative research approach. Quantitative research fo-
cuses upon the relationship between several defined elements concerning many cases,
and qualitative research emphasizes on the relationship between contextualized ele-

16



ments in relation to a relatively few cases. The two types of research approaches are
similar in that both concern interactions between the idea and the empirical data (Bran-
nick & Roche, 1997).

According to Sanchez (2006), the key difference between the two types of research ap-
proaches is commonly the number of participants and how to analyze the answers from
the research. In qualitative research, methods of in depth interviews or focus groups are
usually used and strive to explore the attitudes, behavior and experiences of customers.
Often the amount of participants is few but the contact with the participants normally
tends to last for a longer time period. In quantitative research, the participants take part
in a large-scale survey in the form of either a questionnaire or a structured interview.
This method studies a larger sample of the population which makes it possible to draw
general conclusions, but the contact with those people is shorter than in the qualitative
method.

The authors have mainly used the quantitative research approach to investigate custom-
er loyalty through a questionnaire. The quantitative approach is less time-consuming
and less costly (Zikmund & Babin, 2010).To be able to draw general conclusions within
the bank and collect the most valid results, a significant sample was needed from the
companies’ customers. By using the quantitative approach the authors argue for a pre-
ferable way of analyzing the data. In order to give the respondent the opportunity to ex-
plain themselves a little more the authors also used the qualitative approach by using an
open ended question. This allowed the respondent the possibility to express their opi-
nions freely (Zikmund & Babin, 2010).

3.2 Data collection

The purpose of the conducted research was to investigate Bank A’s customers’ expe-
rience when visiting the bank office, in addition to study the general level of satisfaction
among their customers.

The data collection took place at the banks’ office. The research was thereby conducted
using a convenience sample; a non-probability sample. In other words, respondents
were able to participate in the survey because they happened to be at the bank office at
that particular point in time (Malhotra, 2004). This made the more frequently visiting
customers more likely to be included in the sample than customers that do not frequent-
ly visit the bank (Malhotra, 2004). To make the collected data concerning the bank visit
more valid and reliable it was important to receive visiting bank customers’ evaluations
of the experience directly after the delivered service. This also reduces biases and incor-
rect answers, as the respondents remembered the experience in detail (Malhotra, 2004).

3.2.1 Sample

Bank A has in total 32, 000 customers, including both private customers and companies.
29, 200 are private customers, which will be the population for the authors’ question-
naire. The sample consisted of the bank’s customers that were over 18 years of age. All
participants were citizens in the local community in Sweden. The sample was indepen-
dent of personal preferences or biases of the researchers.

The aim was to reach all the customers that visited Bank A during the bank’s opening
hours for the duration of four days. Depending on the purpose of the visit, the customers
were divided into three groups: those who went to see a bank teller, those who went for
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an un-booked meeting and customers who had a booked meeting. During 2010, Bank A
had 56, 000 customers that visited the bank tellers, 20, 300 who went for an un-booked
meeting and 10, 000 went for a booked meeting. Our sample consisted of 277 partici-
pating customers for the first part of the questionnaire which was developed to include
all three groups. However, to be able to go in depth regarding the booked meetings,
where there were more variables affecting the outcome, a second part of the question-
naire was developed specifically for that group, which consisted of 61 respondents.

3.2.2 Using a questionnaire

The different types of techniques for collecting the data are through the Internet, postal,
telephone interviews or personal interviews (Saunders et al, 2009). Parasuraman, Grew-
al, and Krishnan (2004) argue that if respondents answer the questionnaire directly, the
response rate is typically more than 80 per cent. An alternative for this study would
have been to hand over the questionnaire with a prepaid envelope for the customer to
fill in at home and send to the bank, though this would have been more costly and time-
consuming.

Since the sample was Bank A’s customers, they had the knowledge to answer the ques-
tions not directly associated with the bank visit, which reduces the questionnaire biases
(Malhotra, 2004). If the respondent asked for assistance in order to answer the guestion-
naire correctly, the assistance was given by one person in order to ensure all respon-
dents got the same explanation. By having fixed answers, the risk of the participant be-
ing confused and unsure of how to answer was minimized, as well as biases (Parasura-
man et al, 2004). The authors also considered it important for the customers to be able
to express themselves in an unstructured way, resulting in the inclusion of an open-
ended question (Zikmund & Babin, 2010). The environment where the research was
conducted was a central location, the bank office, in order for the authors to reach all vi-
siting customers to inform them about the study and to be able to assist them.

It was important to have a feasible length of the questionnaire for its purpose. Consider-
ing all variables that affect customer loyalty, it was important in the authors’ question-
naire to keep it short while attaining as much relevant information as possible, since the
customers would have to take extra time to fill out the questionnaire in the bank
(Saunders et al., 2009). In order to avoid biased answers, it was important that the ques-
tions were not of a too sensitive nature, leading, or possible to trace to the specific res-
pondent. The questions were based on the theories found in this thesis as well as the re-
search questions.

3.2.3 Questionnaire Development and Pilot test

The authors created the questionnaire based on a couple factors. First, the theories that
had been found presented in this thesis were the foundation to build questions upon.
Furthermore, the authors met informally with two members of the marketing depart-
ment of Bank A. Based on the information provided by them through discussions, the
authors were able to determine the specific variables that the bank considered as impor-
tant to include.

One of the most critical tasks when developing a questionnaire is to ensure the relev-
ance of each question. The wording needs to be highly considered so no misinterpreta-
tion will occur. In order to make sure that the respondents would not have any prob-
lems in answering the questions or recording the data, a pilot test was conducted. The
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questionnaire was first reviewed by the marketing department twice, in order to get ex-
pertise help. Then the pilot test was filled in by possible participants. Fink (2003b) ar-
gues for a minimum of ten participants when conducting a survey in the size of this re-
search. The researchers included sixteen participants for this part of the pilot test. Minor
mistakes were found during the pilot test and edited accordingly. The wording of some
questions was edited in order for the meaning to be more clear.

3.2.4 Content of the questionnaire

To be able to identify the demographics of the respondents, ten background questions
were first developed. These questions identified the customer by gender, salary, year of
birth, when they became customers of Bank A, where they live, employment, number of
people in the household, responsible of the finances and the purpose of their visit at the
bank today. The questionnaire was developed to consist of two parts; the first part was
for all visiting customers and the second part was an additional section for the custom-
ers attending a booked meeting. The authors will describe the structure of the two sec-
tions separately and in the order of the research questions of this thesis.

To clarify the concepts in the Brogowicz et al.’s (1990) model, the questions relating to
the model will be: Functional Quality (FQ), Technical Quality (TQ), Total Perceived
Quality (TPQ), and Outcome Question Functional & Technical Quality (OQFT).

First part of the questionnaire — Meant for all participants

1. Are all customers entirely loyal to Bank A?
We recognized the questions dealing with the amount of loyal and non-loyal of all visit-
ing customers. Questions related to the first research question were then cross-tabled in
the analysis with Question 22 to find any differences between loyal and non-loyal cus-
tomers.

Q22. Are you also a customer of other banks than Bank A?

Q26. If you were to choose your bank today, how likely is it that you would choose
Bank A?

Q15. Would you recommend Bank A to your acquaintances? (TPQ)

Q16. What way do you usually talk about Bank A to your acquaintances? (TPQ)

2. What causes disloyalty among the customers?
For the second research question, the questions concerning perceived functional, tech-
nical and total service quality were taken out and like the first research question, cross-
tabled with Question 22. In addition, the answeres provided in the open-ended question
was categorized after the Switching Model presented in the theoretical framework.

Q11. Were you satisfied with the promptness of receiving attention? (FQ)

Q14. Were you pleased with today’s reception/experience at the bank? (FQ)

Q12. Do you feel that you had all your questions/needs answered today? (TQ)

Q13. Imagine a bank that is perfect in every way; how close or far from it do you feel
that Bank A is?

Q27. How would you like Bank A to improve?

3. How can Bank A increase customer loyalty?
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To determine the level of customer complaints and whether customers had ever com-
plained to the bank about any dissatisfaction they felt, the authors asked questions re-
garding complaint behavior and desires.

Q24. What can Bank A improve towards your other banks? (FQ,TQ)

Q17. Have you ever felt dissatisfaction with Bank A?

Q18. Have you ever filed a formal complaint to Bank A?

Q19. Would you know where to file a formal complaint concerning Bank A?
Q20. Where would you like to file a formal complaint concerning Bank A?

Second part of the questionnaire — Meant for participants in booked meetings

The second part of the questionnaire, only relating to the booked meetings, was con-
nected to Sharma and Patterson’s (1999) model presented in the theoretical framework
with the intention to answer the third research question.

Q28. How prepared was the bank adviser for your meeting? (TQ)

Q29. How did the bank adviser manage to give you advises? (TQ)

Q30. Did you feel that your adviser understood your specific needs? (FQ)

Q31. Did your adviser have sufficient knowledge on how to solve your specific need?
(TQ)

Q32. Was your adviser courteous and friendly with you? (FQ)

Q33. Did your adviser explain financial terms and concepts in an easy to understand
manner? (FQ)

Q34. Did your adviser describe pros and cons of your financial options? (FQ)

Q35. Were you satisfied with the level of communication with your adviser today? (FQ)
Q37. Are you pleased with today’s meeting with the adviser? (TPQ)

Q38. How much confidence did you have in your advisers recommendations today?
(OQFT)

Q39. At your next bank meeting, would you like to meet the same adviser as today?
(OQFT)
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3.3 Data analysis

When analyzing the collected data the first and second part of the questionnaire was analyzed using descrip-
tive statistics. In addition, a multiple regression analysis was performed for the second part.

3.3.1 Descriptive Statistics

The collected data in this study was statistically analyzed by using a descriptive analysis
method. The descriptive method consists of measures of central tendency and disper-
sion. The most commonly used measures of the central tendency are the mean, mode
and median. The dispersion describes the range of the largest and smallest values that
have been observed. Both are a tool for the researcher to summarize the general nature
of the data (Parasuraman et.al, 2004).

Emphasis was placed on analyzing the mean value for questions with an interval scale,
to be able to see differences between loyal and non-loyal customers of Bank A. By us-
ing the mode or the median the authors would not have been able to see the small dif-
ferences that exist among the groups, and information would have been lost if only us-
ing the mode or median (Parasuraman et al., 2004). Furthermore, the observed frequen-
cy and the expected values within each category were studied to analyze whether Bank
A was performing above or below expectations. To be able to give a richer description
of the data the measure of dispersion was used, as it describes how the collected data is
clustered around the mean value. The authors have used the standard deviation to be
able to see the dispersion of responses around the mean. The skewness is also measured
and describes whether the distribution is symmetrical or asymmetrical. This shows the
distribution of the answers and tends to push the scores one way more then another; for
example a negatively skewed curve tends to have higher scores. The authors have also
used the kurtosis measurement, which shows the degree of peakedness of the curve (Pa-
rasuraman et al., 2004).

3.3.2 Multiple regression

A regression analysis is a method to view the relationship between one dependent and
one independent variable. When using the regression technique, it is allowed to make
predictions of the likely values of the dependent variable from the known values of the
independent variable (Burns & Burns, 2008). The simple linear regression aims to find a
straight line that summarizes the relationship between the two continuous variables in a
scatter graph. The continuous variables are affected by the alpha and beta parameters,
with the regression technique’s estimate values being the parameters to make the line fit
the observation in the best way. The result will be a linear relationship. Important to
note is that there is no evidence that an increase in the independent variable causes an
increase in the dependent variable although it may appear that way; one can only con-
clude that they move together. The simultaneous increase in the independent and de-
pendent variables may have been caused by unknown variables excluded from the study
or other variables that do affect the dependent but are unknown to the authors (Burns, &
Burns, 2008).

The multiple regression analysis is used to see how several independent variables are re-
lated to the dependent variable. It is an extension of the simple regression analysis. The
multiple regression analysis is normally used to test a theoretical model to be able to see
which variables are most related to the dependent variable, and give a more precise de-
pendent variable (Zikmund & Babin, 2010). The accuracy of the predictions depend on
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the strength of the correlation between the variables. By using multiple relevant inde-
pendent variables, the understanding of a specific case will be improved (Burns &
Burns, 2008).

To be able to judge how trustworthy the regression model is, the R? (the multiple coef-
ficient of determination) is used. The higher value of the R?, the more trustworthy the
equation is. R? only describes the sample (Parasuraman, et al., 2004) to be able to judge
the trustworthiness of the whole population. However, even if the R? shows a very high
value of 0.9 (90 percentage trust worthiness) it can be the case that there is no associa-
tion between the dependent and independent variables. The adjusted R? has been used
by the authors (Baben & Baben, 2004) in order to apply it to the entire population in-
corporating the degrees of freedom. To be able to judge if there really is an association,
the F-statistics is used as an additional tool to verify the association within the popula-
tion. A critical value of F is calculated, and to determine whether R? is significant, the F
value should be greater than the critical F (Parasuraman, et al., 2004).

A problem when doing a regression analysis is the implication of multicollinearity,
which means that the independent variables are highly correlated to each other. The col-
lected data will be misinterpreted and should be excluded before conducting the regres-
sion equation (Parasuraman, et al., 2004). For high correlations of 0.90 and above, it
implies the two variables are measuring the same variance and will over-inflate R. In
the authors’ case the question that was correlated to a degree of over 90 percent was ex-
cluded from the independent variables (Baben & Baben, 2004).

3.3.3 Validity

Loyalty has several variables as explained and cannot be measured with only one ques-
tion. As the variables are intangible, in order to collect data the questionnaire needs to
be tangible and the measurement instruments need to be right. Some examples of mea-
surement instruments are scale, open ended or multiple choice questions. The validity is
“the extent to which data collection method or methods accurately measure what they
were intended to measure” (Saunders, et al, 2009, p. 603). The questionnaire was first
developed in English and then translated by the Swedish authors to Swedish. Later it
was translated back into English again, to be sure that the questions had the same mean-
ing. However the English questionnaire is only used to enable the English reader of this
research to understand it. The actual research was only made in Swedish, which de-
creases the possibility for the responder to interpret the question differently due to lan-
guage barriers (Zikmund & Babin, 2010). In order to increase the validity, the ques-
tionnaire should be reviewed by experts in the field. It should also appear logically to
reflect the intention of the measurement. By letting the whole marketing department of
Bank A review it twice, the authors argue for a high validity of the questionnaire.

3.3.4 Reliability

Reliability is concerned with whether other researchers would reveal comparable infor-
mation if conducting the same study. The reliability is affected by several factors, for
example the data should tell the researcher what they think it says (Saunders, et al.,
2009). By having a questionnaire with already set answers, the data becomes more reli-
able. Also, by making the respondents anonymous the reliability will be increased, es-
pecially as the financial sector is a sensitive subject for many. Other factors such as the
content and wording of the questionnaire and the mood of the customer while answering
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the questionnaire also need to be considered, despite the method that is used (Parasura-
man, et al., 2004).

Using a questionnaire which is filled out individually without interaction with the con-
structer reduces observer errors and increases the reliability. An observer error is the
possibility of formulating the questions differently which can lead to different answers,
usually during interviews. The reliability is also affected by the length of time during
which the survey was conducted. To make the data as reliable as possible the authors
argued for having the survey done during four whole days to be able to get a sufficient
sample. In other words, “a neutral time horizon” was chosen (Saunders, et al. 2009)

3.3.5 Missing values discussion

When filling in a questionnaire, the participant’s ability in the form of information with-
in the area needs to be considered. The authors argued above that by providing the ques-
tionnaire directly after the service was provided the ability for filling in the question-
naire correctly was increased. However, some areas were considered to be more sensi-
tive or embarrassing than others which resulted in no answers for some questions (Ap-
pendix C).

In the authors’ research the questions where the participant had chosen not to answer
were to a degree sensitive. Question 15 was one of the more sensitive questions, with 22
participants (7.9%) choosing to not comment on “In what way they usually speak to
their acquaintances about Bank A?”, and a further 15 respondents (5.4%) did not answer
whether they would recommend the bank or not. Another sensitive question, which 16
respondents (5.8%) chose not to answer, was whether they had ever felt dissatisfaction
towards Bank A. Whether the customers got all their questions and needs answered dur-
ing the visit had 20 participants (7.2%) not responding to that question. The question
with the most missing answers was question 27: “How would you like Bank A to im-
prove”, with 193 missing answers. This was the only open ended question where the
respondent had the opportunity to explain themselves. When having open-ended ques-
tions, there is a high possibility of having many missing answers according to Zikmund
and Babin (2010), which can clearly be seen in this research as well.

In the booked meeting section of the questionnaire, the authors chose to have a page
with questions using interval scales. These questions all have nine missing answers,
while the last four questions have five or seven missing answers. When constructing the
questionnaire the authors were aware of the risk of a higher level of missing answer due
to the section in general looking lengthy. What overweighed this risk was that the con-
cerned questions were similar, and meant to spur the respondents’ thoughts as to what
they actually felt about their meeting to better answer the last three questions.
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3.4 Method discussion

To retrieve reliable data of the actual experience of the provided service in relation to
the customers’ visit, the most appropriate technique had to be considered. When re-
searching customer loyalty, there are several variables that need to be highly considered.
There were so many variables, so the qualitative approach could have been the most
suitable approach, where each variable could have been explored more closely e.g.by
the usage of customer interviews. When using a questionnaire there was a further limita-
tion, as the participants could only answer from the fixed answers provided, and may
not have been able to express them freely.

When filling in the questionnaire, customers may have interacted with other customers,
and consultation with the authors had to be considered, since that can decrease the va-
lidity of the survey. When the questionnaire had been delivered, the interaction with the
researcher was limited and no interaction was taken since the questions were considered
to be of a sensitive character. Since the sample was judging one particular occasion, it is
possible that employees were aware of their being evaluated and performed better than
average which can result in misleading information (Saunders, et al., 2009).

Generalizability concerns whether the results can be used in other research situations
(the external validity). When doing a case study, the possibility to use the results in a
general context is very limited since the aim is to conduct research that fits the chosen
company’s circumstances. According to Malhotra (2004) using convenience sample has
the limitation of not being generalizeable to a population.
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4 Empirical findings

The demographics of the sample will be presented, followed by the empirical findings.
These are organized according to the research questions. The first and second research
questions will be shown by cross-tabling different variables with Question 22 from the
questionnaire “Are you also a customer of other banks than Bank A?” The third re-
search question will be split in two parts: first, data from all customers will be shown,
followed by data specific to customers with advisers.

4.1 Profile of respondents

During the data collection, there were in total 277 participants. The customers who par-
ticipated in the research were classified according to the purpose of their visit. 51.6 per
cent were there to see bank tellers, 22 per cent of the sample was there for a booked
meeting with an adviser, and 20.2 per cent were at the bank for an un-booked meeting
(n=269).

When viewing the demographic information of the customers as an average, the median
customer was approximately 55 years of age and the median had lived in the communi-
ty for 35 years. The ages of the participants ranged from 18 to 88 years. Furthermore,
the range of years the participants had lived in the community differed from less than
one year to 80 years. 24.5 per cent of customers had been a customer at Bank A for over
50 years, compared to 17.7 per cent who had been customer for less than nine years.
From the respondents, 150 (54.3%) were women (n=276). Almost every third customer
lived in households consisting of three or more people, while slightly less than half
lived in households of two (n=271). The majority of the sample (80%) were either mar-
ried or co-living with someone (n=276). Most of the respondents were either retired
(31.1%) or employed in permanent positions (39.2%) (n=273).

The greater part (85%) of the sample of Bank A’s visiting customers made below
30,000 SEK per month. It was a roughly equal divide between the groups that made
“below 10,000 SEK”, “10,000 — 19,000 SEK”, and “20,000 — 29,999 SEK” with be-
tween 68-79 customers in each group. One out of six customers earned more than
30,000 SEK per month, and a fur-

ther 12 customers out of these 41 Figure 5 Histogram of Birth Year of Participants
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Table 1 Demographic information of the respondents

Characteristics Measuring Group Number of wvalid res- | Valid percentag-
ponses es
Man 126 45.7
Gender Woman 150 54.3
Total 276 100.0
Self-employed 27 9.9
Employed at permanent post 107 39.2
Project/temporary employee 9 3.3
. Studying 14 51
Source of finance Unemployed 3 8.4
Retired 85 31.1
Other 8 2.9
Total 273 100.0
Below 10.000 SEK 68 25.7
10.000-19.999 SEK 77 29.1
Income per month 20.000-29.999 SEK 79 29.8
30.000-39.999 SEK 29 10.9
Above 40.000 SEK 12 4.5
Total 265 100.0
Below 9 years 39 16.0
10-19 years 46 18.9
20-29 years 28 11.5
Years in Community 30-39 years 24 9.8
40-49 years 48 19.7
More than 50 years 59 24.2
Total 244 100.0
Booked meeting 61 22.7
Un-booked meeting 56 20.8
Reason for visit Bank teller : 143 53.2
Booked meeting & Bank teller 3 1.1
Un-booked meeting & bank teller 6 2.2
Total 269 100.0
Monday 53 19.3
Tuesday 69 25.1
Day of visit Wednesday 79 28.7
Thursday 74 26.9
Total 275 100.0
Below 9 years 44 17.7
10-19 years 34 13.7
20-29 years 41 16.5
Year as a customer 30-39 years 29 11.6
40-49 years 40 16.1
More than 50 years 61 24.5
Total 249 100.0
Yes 133 49.8
Responsible for finances No T 38 14.2
Shared Responsibility 96 36.0
Totalt 267 100.0

26




4.2 Are all customers entirely loyal to Bank A?

When using the term loyalty according to Bank A, the percentage of customers who are
loyal customers was 61.1 per cent. Customers who have additional banks amounted to
38.9 per cent (n=265).

Q26. How likely is it that you would choose Bank A today?

When comparing the results of loyal Bank A customers to non-loyal customers, the va-
riance is small when regarding if customers were likely to choose Bank A as their bank
today. The expected result from exclusive customers was that around 66 would very
likely choose Bank A as their bank again. Comparatively, around 42 multiple bank us-
ers would rate a five for choosing Bank A again. For both sets of the sample, the per-
centages were similar for those who rated four or lower. 25.2 per cent of exclusive cus-
tomers would likely choose Bank A as their main bank again, compared to 35.3 per cent
of multiple bank users. Exclusive Bank A customers, who voted a three, or average, ac-
counted for about 19 per cent of the sample, whereas 22.5 per cent of multiple bank us-
ers answered the same. Looking at the numbers for both sets of customers who rated a
one or two, in other words that they would not likely choose Bank A as their bank
again, there were less multiple bank customers who did so. Expected numbers for ex-
clusive customers who rated one were three customers, and for multiple bank users, the
number was two.

Categorizing both sets together (n=261), 41.4 per cent rated a five, for very likely that
they would choose Bank A as their bank again. Another 29.1 per cent rated a four, and
20.3 per cent rated three. Less than ten per cent of all customers rated a one or two. This
shows that both sets of the sample have high satisfaction with Bank A, and would re-
main customers. For exclusively Bank A customers, the mean answer for how likely it
was that they would choose Bank A as their bank again was 4.157, showing a high level
of satisfaction with the bank that they would remain customers. For customers with
multiple banks, the mean answer was 3.775, and the total mean for the likeliness of both
groups of customers choosing Bank A as their bank again was 4.008.

Table 2 Crosstable of question 22 and 26

Q26. If you were to choose your bank today, how likely is it that you would choose Bank A?

1 2 3 4 5 Total
Count 1 10 30 40 78 159
Loyal Customers Expected 3.0 11.6 32.3 46.3 65.8 159.0
Percent 6% 6.3% 18.9% | 252% | 49.1% | 100.0%
Percent 20.0% 52.6% 56.6% 52.6% 72.2% 60.9%
Count 4 9 23 36 30 102
Non-Loyal Customers Expected 2.0 7.4 20.7 29.7 42.2 102.0
Percent 3.9% 8.8% | 22.5% 353% | 294% | 100.0%
Percent 80.0% 47.4% 43.4% 47.4% 27.8% 39.1%
Count 5 19 53 76 108 261
Total Expected 5.0 19.0 53.0 76.0 108.0 261.0
Percent 1.9% 7.3% 20.3% 29.1% 41.4% 100.0%
Percent 100.0 | 100.0% | 100.0% | 100.0% | 100.0% 100.0%
Q26. Mean Standard deviation Skewness Kurtosis
Loyal Customers 4.157 19843
Non-Loyal Customers 3.775 1.0892
Total 4.008 1.0372 -.816 -.090
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Q15. Would you recommend Bank A to your acquaintances?

When asked whether customers would recommend Bank A to their acquaintances, a
majority replied “yes”. The total of Bank A’s exclusive customers (n=158) who replied
yes was 83.5 per cent. A further 12.7 per cent replied “to a degree”, and 3.2 per cent
were unsure. 0.6 per cent replied no. Multiple bank users (n=96) showed similar results,
although not as positively as the first group. 75 per cent replied yes, with a further 15.6
per cent replying “to a degree”, and 6.3 per cent were unsure. 3.1 per cent replied no. In
total, the customers (n=254) would reply with 80.3 per cent saying yes, they would rec-
ommend Bank A. 13.8 per cent would recommend the bank to a degree, and 4.3 per cent
would be unsure. Only 1.6 per cent would not recommend the bank.

Table 3 Cross Table of Question 22 and 15

Q15. Would you recommend Bank A to your acquaintances?

Yes No A degree Unsure Total
Count 132 1 20 5 158
Loyal Custom- Expected 126.9 2.5 21.8 6.8 158.0
ers Percent 83.5% .6% 12.7% 3.2% 100.0%
Percent 64.7% 25.0% 57.1% 45.5% 62.2%
Count 72 3 15 6 96
Non-Loyal Expected 77.1 1.5 13.2 4.2 96.0
Customers Percent 75.0% 3.1% 15.6% 6.3% 100.0%
Percent 35.3% 75.0% 42.9% 54.5% 37.8%
Count 204 4 35 11 254
Total Expected 204.0 4.0 35.0 11.0 254.0
Percent 80.3% 1.6% 13.8% 4.3% 100.0%
Percent 100.0% 100.0% 100.0% 100.0% 100.0%
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Q16. What way do you usually talk about Bank A to your acquaintances?

As a follow-up question to whether customers would recommend Bank A to their ac-
quaintances, the authors asked “What way do you usually talk about Bank A to your ac-
quaintances?” Exclusive customers replied with 25 per cent that they talked very posi-
tively about the bank. The majority, 44.7 per cent replied that they spoke well about the
bank, and 27.6 per cent replied that they spoke about Bank A as being average. No cus-
tomer replied that they spoke very poorly about the bank, while 2.6 per cent replied that
they spoke about the bank as lower than average. Multiple bank customers had similar
responses. 16.8 per cent replied that they spoke very well about the bank, with a further
46.3 per cent responding that they spoke well about the bank. 31.6 per cent responded
that they spoke averagely about the bank, rating a three out of five. No multiple bank
customers rated a one, while 3.6 per cent would speak below average about Bank A.
When combining the two groups, 21.9 per cent would rate a five, on how positively
they would speak of the bank. 45.3 per cent would speak above average about the bank,
and 29.1 per cent would rate a three out of five on the scale. Only 3.6 per cent would
rate a two out of five, with no customer rating a one.

On a scale of one to five of how positively customers spoke about Bank A to their ac-
quaintances, the mean for exclusive customers was 3.921. For multiple bank users, the
mean value was 3.747, showing a very small variation between the two sets of custom-
ers. In total, the mean was 3.843, revealing that Bank A’s customers speak well about
the bank.

Table 4 Cross Table of Question 22 and 16

Q16. What way do you usually talk about Bank A to your acquaintances?

1 2 3 4 5 Total

Count 0 4 42 68 38 152

Loyal Cus- Expected 0 5.5 44.3 68.9 33.2 152.0

tomers Percent 0% 2.6% 27.6% 44.7% 25.0% 100.0%
Percent 0% 44.4% 58.3% 60.7% 70.4% 61.5%
Count 0 5 30 44 16 95

Non-Loyal Expected 0 3.5 27.7 43.1 20.8 95.0

Customers Percent 0% 5.3% 31.6% 46.3% 16.8% 100.0%
Percent 0% 55.6% 41.7% 39.3% 29.6% 38.5%
Count 0 9 72 112 54 247

Total Expected 0 9.0 72.0 112.0 54.0 247.0
Percent 0% 3.6% 29.1% 45.3% 21.9% 100.0%
Percent 0% 100.0% 100.0% 100.0% 100.0% 100.0%

Q16 Standard

' Mean deviation Skewness | Kurtosis

Loyal Customers 3.921 7934

Non-Loyal Customers 3.747 .7985

Total 3.843 .8126 -.282 -214
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4.3 What causes disloyalty among the customers?

Q11. Were you satisfied with the promptness of receiving attention?

Regarding the question “Were you satisfied with the promptness of receiving atten-
tion?” the levels of satisfaction were high for both exclusive customers and multiple
bank users. It is expected that 45.9 per cent of exclusive customers would rate their sa-
tisfaction as a five, or very satisfied. A further 28 per cent would rate as a four, or close
to satisfied. Those who would rate the promptness of receiving attention are 19.7 per
cent. 5.1 per cent would rate their satisfaction as not so satisfied (a two), and only 1.3
per cent would rate their satisfaction level as dissatisfied. Multiple bank customers
would also rate with 40.8 per cent as very satisfied. The percentage that would rate their
satisfaction as a four is 28.6 per cent. 20.4 per cent would say that their satisfaction with
the promptness of receiving attention at Bank A was average. 9.2 per cent would rate
their satisfaction as below average, or two, and only 1.0 per cent would rate their satis-
faction levels as very dissatisfied.

The total satisfaction levels when considering both exclusive customers and multiple
bank users together (n=255) are also high. 43.9 per cent would rate the bank’s prompt-
ness as very satisfactory. 28.2 per cent would rate the bank as close to a perfect level.
The customers who felt that the promptness was average were 20 per cent, with 6.7 per
cent feeling as if the promptness should be improved. Only 1.2 per cent customers in to-
tal would be expected to rate their satisfaction levels as very low.

Exclusive customers rated as a mean 4.121 on how satisfied they were with the prompt-
ness of receiving attention on a scale of five. Multiple bank users rated 3.990, which
again is a very slight variance between the two groups. In total, the mean value was
4.072, showing a high satisfaction level with the speed of which customers were as-
sisted.

Table 5 Cross Table of Question 22 and 11

Q11. Were you satisfied with the promptness of receiving attention?

1 2 3 4 5 Total
Count 2 8 31 44 72 157
Loyal Custom- | Expected 1.8 10.5 314 443 69.0 157.0
ers Percent 1.3% 5.1% 19.7% 28.0% 45.9% 100.0%
Percent 66.7% 47.1% 60.8% 61.1% 64.3% 61.6%
Count 1 9 20 28 40 98
Non-Loyal Expected 1.2 6.5 19.6 27.7 43.0 98.0
Customers Percent 1.0% 9.2% 20.4% 28.6% 40.8% 100.0%
Percent 33.3% 52.9% 39.2% 38.9% 35.7% 38.4%
Count 3 17 51 72 112 255
Total Expected 3.0 17.0 51.0 72.0 112.0 255.0
Percent 1.2% 6.7% 20.0% 28.2% 43.9% 100.0%
Percent 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Qll. Standard
Mean Deviation Skewness | Kurtosis
Loyal Customers 4.121 9829
Non-Loyal Customers 3.990 1.0404
Total 4.072 1.0145 -.875 .001
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Q14. Were you pleased with today’s reception/experience at the bank?

When regarding the question “Were you pleased with today’s reception/experience at
the bank?” the mean of the population of both exclusive customers and multiple bank
users answered a four on the scale. The percentage of Bank A’s exclusive customers
(n=160) that rated a five on the scale of satisfaction was 36.3 per cent. 45.6 per cent
rated a four, showing high satisfaction with the overall experience. 13.1 per cent rated
the experience as average, and 3.1 per cent rated as below satisfactory. Only 1.9 per
cent of customers felt that they were very dissatisfied with the reception at the bank. For
the multiple bank users (n=96), 27.1 per cent rated the experience at the local bank as
very satisfactory. 47.9 per cent rated a four on the scale, showing the majority were sa-
tisfied with the day’s reception at Bank A. 21.9 per cent felt the reception was average,
while 3.1 per cent felt less than satisfied. No multiple bank users felt the reception was
far below satisfactory levels. When combining both groups of participants (n=256), 32.8
per cent would rate the reception as very satisfactory, while 46.5 per cent would rate it
as above average. 16.4 per cent would rate the bank as average, and 3.1 per cent would
rate the experience as below average. However, only 1.2 per cent would rate the recep-
tion as very unsatisfactory.

Customers who are exclusive to Bank A rated a 4.113 as a mean value on how pleased
they were with the day’s reception at the bank. Multiple bank users rated almost as
highly, with 3.990 as a mean. In total, the mean was 4.065 showing that customers were
satisfied with the total experience at the bank.

Table 6 Cross Table of Question 22 and 14

Q14. Were you pleased with today’s reception/experience at the bank

1 2 3 4 5 Total

Count 3 5 21 73 58 160

Loyal Custom- | Expected 1.9 5.0 26.3 74.4 52.5 160.0

ers Percent 1.9% 3.1% 13.1% 45.6% 36.3% 100.0%
Percent 100.0% 62.5% 50.0% 61.3% 69.0% 62.5%
Count 0 3 21 46 26 96

Non-Loyal Expected 1.1 3.0 15.8 44.6 31.5 96.0

Customers Percent .0% 3.1% 21.9% 47.9% 27.1% 100.0%
Percent .0% 37.5% 50.0% 38.7% 31.0% 37.5%
Count 3 8 42 119 84 256

Total Expected 3.0 8.0 42.0 119.0 84.0 256.0
Percent 1.2% 3.1% 16.4% 46.5% 32.8% 100.0%
Percent 100.0% 37.5% 100.0% 100.0% 100.0% 100.0%

Q14 Star_1dzf1rd _

' Mean deviation | Skewness | Kurtosis

Loyal Customers 4.113 .8830

Non-Loyal Customers 3.990 .7880

Total 4.065 .8558 -.898 .969
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Q12. Do you feel that you had all your questions/needs answered today?

For exclusive customers (n=155), 91 per cent would answer that they had all their ques-
tions answered satisfactorily. In addition, 3.2 per cent had their questions answered and
booked a new meeting as well. Only 0.6 per cent felt that they did not receive answers,
and 3.2 per cent felt partially satisfied. A further 1.9 per cent had booked a new meet-
ing. For multiple bank users (n=95), 87.4 per cent felt that they had all their needs met,
with a further 2.1 per cent saying yes and booking a new meeting. Only 1.1 per cent felt
that they did not have their questions answered, with 9.5 per cent feeling that they had
their questions answered partially.

When looking at the results from the exclusive customers together with the multiple
bank users (n=250), 89.6 per cent were expected to have all their questions answered,
with 2.8 per cent feeling satisfied and booking a new meeting. 0.8 per cent would feel
that they did not have their needs answered to. Customers who felt partially satisfied
amounts to 5.6 per cent. 1.2 per cent would book a further meeting.

Table 7 Cross Table of Question 22 and 12

Q12. Do you feel that you had all your questions/needs answered today?

Yes &
Booked booked
new meet- new
Yes No Partly ing meeting Total

Count 141 1 5 3 5 155
Loyal Custom- | Expected 138.9 1.2 8.7 1.9 4.3 155.0
ers Percent 91.0% 6% 3.2% 1.9% 3.2% 100.0%
Percent 62.9% 50.0% 35.7% 100.0% 71.4% 62.0%
Count 83 1 9 0 2 95
Non-Loyal Expected 85.1 .8 53 1.1 2.7 95.0
Customers Percent 87.4% 1.1% 9.5% 0% 2.1% 100.0%
Percent 37.1% 50.0% 64.3% 0% 28.6% 38.0%
Count 224 2 14 3 7 250
Total Expected 224.0 2.0 14.0 3.0 7.0 250.0
Percent 89.6% .8% 5.6% 1.2% 2.8% 100.0%
Percent 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
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Q13. Imagine a bank that is perfect in every way; how close or far from it do you
feel that Bank A is?

When looking at the results for “Imagine a bank that is perfect in every way; how close
or far from it do you feel that Bank A is?” there is again little variance in the answers
between exclusive customers and multiple bank users. No customers rated that Bank A
was very far from perfect. The expected rate for exclusive customers to rate five, or
very close to perfect, was 33.6 per cent. 46.8 per cent would rate the local bank as a
four, or close to perfect. Those who would rate it as average, equivalent to three, is 23.4
per cent. Only 2.5 per cent would rate it as a two, or not close to perfect.

The results from the multiple bank users were similar as well. 21.4 per cent rated Bank
A as very close to perfect.47.2 per cent would rate the bank as close to perfect, or four
on the scale. The percentage of customers who feel that Bank A is average is 28.9. 3.5
per cent would rate Bank A as a two on the scale. When looking at the exclusive cus-
tomers and multiple bank users together (n=259) for this question, 21.2 per cent would
rate Bank A as very close to perfect. A further 46.7 per cent would rate Bank A as close
to perfect, and 28.6 per cent would rate the bank as average. Those who would rate
Bank A as a two on the scale would be 3.5 per cent.

When asked how close or far from a perfect bank customer thought Bank A was, exclu-
sive Bank A customers rated as a mean 3.987. Multiple bank users rated 3.653 on aver-
age, and in total the mean value was 3.876. Again the results show that customers feel
that Bank A offers high levels of service quality, and is rated highly.

Table 8 Cross Table of Question 22 and 13

Q13. Imagine a bank that is perfect in every way; how close or far from it do you feel that
Bank A is?

1 2 3 4 5 Total
Count 0 4 37 74 43 158
Loyal Custom- | Expected 0.0 5.5 45.1 73.8 33.6 158.0
ers Percent 0% 2.5% 23.4% 46.8% 27.2% 1000%
Percent 0% 44.4% 50.0% 61.2% 78.2% 61.0%
Count 0 5 37 47 12 101
Non-Loyal Expected 0.0 3.5 28.9 47.2 214 101.0
Customers Percent 0% 5.0% 36.6% 46.5% 11.9% 100.0%
Percent 0% 55.6% 50.0% 38.8% 21.8% 39.0%
Count 0 9 74 121 55 259
Total Expected 0.0 9.0 74.0 121.0 55.0 259.0
Percent 0% 3.5% 28.6% 46.7% 21.2% 100.0%
Percent 0% 100.0% 100.0% 100.0% 100.0% 100.0%
013 Star_1d§rd _
' Mean deviation Skewness Kurtosis
Loyal Customers 3.987 .7819
Non-Loyal Customers 3.653 7541
Total 3.876 .7936 -.185 -.588
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Q27. How would you like Bank A to improve?

In the open ended question where the respondents were asked to comment on what the
local bank should improve, 84 (30.3%) of the respondents did so. The most common
feedback given in the open ended question was in regards to financial services, as there
were in total 33 comments related to what Keaveney (1995) categorized as pricing.
Fourteen people expressed that they would prefer if the bank offered higher interest
rates on savings, while eleven respondents suggested that the bank should lower their
fees/stop charging for the most basic services, while another six wanted lower interest
rates on loans. The next largest group was inconvenience with in total 29 comments.
Twenty of those respondents complained about the waiting times, while three made
notes for the bank to extend the operating hours. The third largest group was for core
service failures to which 11 respondents made comments, examples from this was for
the bank to become better at rewarding their old and loyal customers and to improve on
informing about the services that the bank offers. There were three customers that noted
on service encounters failures, criticizing the law and the corporate department. Regard-
ing service recovery failures, one customer made a note on wanting better customer ser-
vice.

Three elaborate comments in the open-ended question were: “Bank teller customer ser-
vice. Someone is great nice and someone replied to me very condescending. A person at
the counter today with a very long queue...”, “More generous/appreciative to loyal cus-
tomers such as current interest rates on mortgages and other charges” and “Waiting time
for checkout services (sometimes I’ve waited 20-30 minutes). Greater understanding for
the customers circumstances. Simpler procedures for Internet use in terms of placements
buy and sell (in equity investments such as pensions)”.

4.4 How can Bank A increase customer loyalty?

Q17. Have you ever felt dissatisfaction with Bank A?

For exclusive customers to Bank A (n=155), 65.2 per cent had replied that they had
never felt dissatisfaction, while 34.8 per cent had. The multiple bank users (n=98) had
slightly higher levels of dissatisfaction at some point in time. 53.1 per cent had replied
that they had never felt dissatisfied, while 46.9 per cent had felt dissatisfied at some
point. In total, both groups (n=253) were mainly satisfied overall. 60.5 per cent had
never felt dissatisfaction with the bank, while 39.5 per cent had at some point.

Table 9 Cross Table of Question 22 and 17

Q17. Have you ever felt dissatisfaction with Bank A?

Yes No Total
Count 54 101 155
Expected 61.3 93.7 155.0
Loyal Customers Percent | 34.8% | 65.2% 100.0%
Percent 54.0% 66.0% 61.3%
Count 46 52 98
Expected 38.7 59.3 98.0
Non-Loyal Customers Percent | 469% | 53.1% 100.0%
Percent 46.0% 34.0% 38.7%
Count 100 153 253
Total Expected 100.0 153.0 253.0
Percent 39.5% 60.5% 100.0%
Percent 100.0% 100.0% 100.0%
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Out of the 101 customers that had felt dissatisfaction with Bank A only six customers
(2.3 %) had filed a formal complaint to management. Out of the respondents, 74.9% did
not know where or how to file a formal complaint (n=263). In the multiple answer ques-

tion concerning what interface the respondents would like to use when filing a formal
complaint, 59.1 per cent of them answered that they would like to leave a complaint in
person, 18.3 per cent would like to do it on the telephone, 17.5 per cent on the internet,
13.1 per cent by email, and 6.7 per cent would prefer to send complaints in a letter

(n=252).

Table 10 Cross Table of Question 22 and 18

Q18. Have you ever filed a formal complaint to Bank A?

Count Percent
Yes 6 2.3%
No 258 97.7%
Total 264 100.0%
Q19. Would you know where to file a formal complaint concerning Bank A?

Count Percent
Yes 66 25.1%
No 197 74.9%
Total 263 100.0%

Q20. Where would you like to file a formal complaint concerning Bank A?

N=252 N Percent Percent of cases

Internet 44 14.9% 17.5%
Telephone 46 15.6% 18.3%
In person 149 50.5% 59.1%
Email 33 11.2% 13.1%
Letter 17 5.8% 6.7%
Sms 4 1.4% 1.6%
Other 2 1% .8%
Total 295 100.0% 117.1%

Q24. What can Bank A improve towards your other banks?

In the conducted survey, the customers using several banks were asked what Bank A
should improve in comparison to their other banks. The results show that that of the 85
who answered, 49.4 per cent suggested that Bank A should improve their financial of-
ferings, while the question with the second largest response rate (21.2%) was the sug-
gestion for the bank to improve the customers’ return on their investments. This was
followed by three improvement suggestions rated very closely (10.6-12.9%), stating that
the respondents wanted Bank A to better the personal assistance offered, their trustwor-

thiness, and increase the staff’s friendliness.

Table 11 Improvement Suggestions

Q24. What can Bank A improve towards your other banks?

N=85 N Percent Percent of cases

Be more quickly attended to 18 14.9% 21.2%
Create greater trustworthiness 10 8.3% 11.8%
Better financial offerings 42 34.7% 49.4%
More knowledgeable staff 11 9.1% 12.9%
Better return on your investments 4 3.3% 4.7%
Friendlier and more courteous staff 18 14.9% 21.1%
Handle complaints better 9 7.4% 10.6%
Other 9 7.4% 10.6%
Total 121 100.0% 142.4%
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4.4.1 Descriptive data for booked meetings

When analyzing the relationships with advisers, 46 out of 56 (82.1%) respondents had a
personal adviser at Bank A, while eight (14.3%) did not, and a further two did not know
if they had a personal adviser or not. When looking at the total perceived quality of the
advisers meeting, respondents were pleased with their meeting, 24 (44.4%) out of 54
rated the meeting four out of five on a scale from well below expectations up to well
above expectations, another 27 (50%) rated their meeting five out of five. However, one
customer rated their meeting well below expectations and another two rated the meeting
three out of five.

When analyzing the figures of the outcomes of the bank’s quality on the functional and
technical service quality, there were 50 out of 56 respondents that wanted to see the
same adviser again, while five were indifferent. For obvious reasons the customer who
was very dissatisfied with his/her adviser meeting did not want to see the same adviser
again. Also the level of confidence in the adviser’s recommendations was high with 39
out of 56 rating it five out of five on a scale from no confidence to great confidence,
while another 14 respondents rated it four out five, and three customers rated their con-
fidence three out of five.

Regarding technical quality, what the customer felt they received from the service, 22 of
the 52 respondents found that their adviser was very well prepared for their meeting,
well above their expectations. A further 20 customers felt they were above their expec-
tations, while eight thought they had prepared as expected, the last two customers rated
the adviser they had seen two out of five. The survey showed that the bank advisers ma-
naged to give the customers advice well above expectations in 27 out of 52 meetings,
and 20 customers thought the advice they were given was above expectations. Eight
respondents rated level of giving advice three out of five, while two rated it two out of
five. The advisers were found to have sufficient knowledge on how to solve specific
needs as 35 of 52 found advisers to be well above expectations. Meanwhile 25 per cent
(13 of the respondents) found Bank A to have knowledge above their expectations.
Three of the responders rated their adviser three out of five, and one thought that his/her
adviser’s knowledge to solve their needs was below their expectations.

When looking at results regarding the functional quality, how the customers received
their service in the adviser meetings, in regards to their adviser’s being friendly and
courteous, 38 of 52 found them to be well above their expectations, and in addition, 12
rated the advisers’ friendliness four out of five. However, one rated it two of five and
one rated it three of five. The level of communication as a whole was rated as well
above expectations with 35 of 52 customers and 14 responded with a four on the scale
from one to five. Three people rated it between one and three out five. 34 of 52 custom-
ers felt that their advisers understood their needs well above what they expected, and 13
rated their advisers understanding four out of five. Three people thought the adviser un-
derstood their specific needs as expected. However, two customers were unsatisfied
with the adviser and rated them one and two out of five. The advisers were found to
have the skills to explain the financial terms and concepts in an easy to understand
manner, as 18 out of 52 filled in a four in a scale one-five, and 30 per cent answered
with a five, well above expectations. Four customers rated it two and three out of five.
Each customer’s pros and cons of their investments were also explained well with 30
responders out of 52 giving the adviser five on the one-five scale, and 17 rating their
adviser four of five, while five answered with two or three out of five.
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When looking specifically at the customers who had met with their advisers, the mean
values to the questions (28-38, exc. 27) asked regarding that area were very high. The
lowest value was 4.192 in regards to how prepared the bank adviser was for the meet-
ing, and the highest value was 4.673, for how friendly and courteous the adviser was.
This shows that customers have high satisfaction levels when it comes to their relation-

ships with their advisers.

Table 12 Ratings of Adviser Meetings

1 2 3 4 5 Total
Q28. How prepared was the bank adviser for your 0 2 8 20 22 52
meeting? 0% | 3.8% | 15.4% | 38.5% | 42.3% | 100.0%
Q29. How did the bank adviser manage to give you 0 2 3 20 27 52
advises? 0% [ 3.8% | 5.8% | 38.5% | 51.9% | 100.0%
Q30. Did you feel that your adviser understood your 1 1 3 13 34 52
specific needs? 1.9% [ 1.9% | 5.8% | 25.0% | 65.4% | 100.0%
Q31. Did your adviser have sufficient knowledge on 0 1 3 13 35 52
how to solve your specific need? 0% | 1.9% | 5.8% | 25.0% | 67.3% | 100.0%
Q32. Was your adviser courteous and friendly with 0 1 1 12 38 52
you? 0% | 1.9% | 1.9% | 23.1% | 73.1% | 100.0%
Q33. Did your adviser explain financial terms and 0 1 3 18 30 52
concepts in an easy to understand manner? 0% | 1.9% | 5.8% | 34.6% | 57.7% | 100.0%
Q34. Did your adviser describe pros and cons of your 0 1 4 17 30 52
financial options? 0% [ 1.9% | 7.7% | 32.7% | 57.7% | 100.0%
Q35. Were you satisfied with the level of communi- 1 0 2 14 35 52
cation with your adviser today? 1.9% [ 0% | 3.8% | 26.9% | 67.3% | 100.0%
Q37. Are you pleased with today’s meeting with the 1 0 2 24 27 54
adviser? 1.9% | 0% | 3.7% | 44.4% | 50.0% | 100.0%
Q38. How much confidence did you have in your 0 0 3 14 39 56
advisers recommendations today? 0% 0% | 5.4% | 25.0% | 69.6% | 100.0%
Table 13 Statistical Measures of Adviser Meetings
Standard
Mean deviation Skewness Kurtosis
Q28. How prepared was the bank adviser for your 4.192 .8411 -.795 -.022
meeting?
Q29. How did the bank adviser manage to give you 4.385 7709 -1.332 1.812
advises?
Q30. Did you feel that your adviser understood your 4.500 .8518 -2.178 5.500
specific needs?
Q31. Did your adviser have sufficient knowledge on 4,577 .6958 -1.739 2.951
how to solve your specific need?
Q32. Was your adviser courteous and friendly with 4.673 .6174 -2.262 6.193
you?
Q33. Did your adviser explain financial terms and 4.481 .6999 -1.357 1.912
concepts in an easy to understand manner?
Q34. Did your adviser describe pros and cons of 4.462 71266 -1.297 1.426
your financial options?
Q35. Were you satisfied with the level of commu- 4,577 7501 -2.592 9.271
nication with your adviser today?
Q37. Are you pleased with today’s meeting with 4.407 7402 -1.988 7.145
the adviser?
Q38. How much confidence did you have in your 4.643 .5855 -1.432 1.121
advisers recommendations today?
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4.4.2 Stepwise multiple regression with backwards entry

The correlation matrix showed that question 35 “Were you satisfied with the level of
communication with your adviser today?” correlated with two other questions above .90
level. Question 30 “Did you feel that your adviser understood your specific needs?” had
a correlation level on .902, while question 32 “Was your adviser courteous and friendly
with you?” had a correlation level of .922. Also a question that had a high level of cor-
relation with question 35, although not above .90, was question 33 “Did your adviser
explain financial terms and concepts in an easy to understand manner?” with a .895 cor-
relations level. Due to the fact that several questions correlated on high levels with
question 35, it was excluded from the multi regression analysis to avoid over-inflation

of R.

Table 14 Correlation Table of Adviser Meetings

Correlations Q28 | Q29 | Q30 | Q31 | Q32 | Q33 | Q34 |Q35
Q28. How prepared was the bank ad- 1.000

viser for your meeting?

Q29. How did the bank adviser man- .649 | 1.000

age to give you advises?

Q30. Did you feel that your adviser 605 | .864 | 1.000

understood your specific needs?

Q31. Did your adviser have sufficient 506 | 782 | .825 | 1.000

knowledge on how to solve your spe-

cific need?

Q32. Was your adviser courteous and 572 772 812 | 643 | 1.000

friendly with you?

Q33. Did your adviser explain finan- 609 | .847 | .803 | .702 | .791 | 1.000

cial terms and concepts in an easy to

understand manner?

Q34. Did your adviser describe pros A86 | 708 | 772 | 754 .805 | .804 | 1.000

and cons of your financial options?

Q35. Were you satisfied with the level 602 | 839 | .902 | .717 | .922| .895| .860 | 1.000

of communication with your adviser
today?
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How much confidence did you have in your advisers’ recommendations today?

To find the best combination of predictors of customers’ confidence in their advisers’
recommendations for the day among seven variables, a stepwise regression with back-
ward entry was conducted. The seven variables were questions 28-34 in the authors’
questionnaire. The six steps were concluded with question 33 “the adviser’s ability to
explain financial terms and concepts in an easy to understand manner for the customer”
and questions 30 “how well the adviser understood customer’s specific needs” provid-
ing the best combinations. The adjusted R? = 49.5%, and a significant F = 25.059,
p=.001. What did not appear to be of any importance in determining the level of confi-
dence the customer had in the adviser’s recommendations for the day was how prepared
the adviser was for the meeting, how well the adviser managed to give advice, if the
customer felt the adviser had sufficient knowledge to solve the customer’s specific
needs, nor if the adviser had described pros and cons of financial options or if the advis-
er was friendly and courteous.

Table 15 Coefficient Measures for Questions 30 and 33

Un-standardized Standardized
Coefficient Coefficient

B Std. Error Beta t Sig.
Constant 2.006 .392 5.112 | .000
Q30. Did you feel that your adviser .282 119 404 | 2.373 | .022
understood your specific needs?
Q33. Did your adviser explain finan- .300 .145 .352 | 2.071 | .044
cial terms and concepts in an easy to
understand manner?

Are you pleased with today’s meeting with the adviser?

A stepwise regression with backward entry was also conducted to find the best combi-
nation of predictors of how pleased the customer was with the meeting adviser for the
day among seven independent variables, questions 28-34 in the questionnaire. Three
steps were concluded with questions 31, 32, 33, 29, 30; how sufficient knowledge the
adviser had to solve the customer’s specific needs, how friendly and courteous the ad-
viser was, how well the adviser managed to explain financial terms for the customer,
how well the adviser managed to give the customer advises, and how well the adviser
understood the customer’s specific needs, providing the best combination with adjusted
R? = 84.2%, and a significant F = 52.063, p=.001. What did not appear to be of any im-
portance in determining how pleased the customer was with their meeting with the ad-
viser for the day was whether the adviser explained the pros and cons of the customer’s
financial options nor how prepared the adviser was for the meeting.
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Table 16 Coefficient Measures for Questions 29-33

Un-standardized Standardized
Coefficient Coefficient

B Std. Error Beta t Sig.
Constant .583 .386 1.512 .138
Q29. How did the bank adviser manage to 299 135 .307 2.211 .032
give you advises?
Q30. Did you feel that your adviser unders- 446 .130 .507 3.427 .001
tood your specific needs?
Q31. Did your adviser have sufficient know- | -.469 115 -434 | -4.076 .000
ledge on how to solve your specific need?
Q32. Was your adviser courteous and friend- .285 133 .235 2.137 .038
ly with you?
Q33. Did your adviser explain financial 301 130 .280 2.309 .026
terms and concepts in an easy to understand
manner?

Were you satisfied with the level of communication with your adviser today?

To determine how satisfied the customer was with the level of communication with
their adviser in the day’s meeting, a Stepwise regression with backward entry was con-
ducted among seven independent variables, questions 28-34 in the questionnaire. Three
steps were concluded with questions 31-34; how the customer felt that the adviser un-
derstood their specific needs, if the customer thought the adviser had sufficient know-
ledge to solve the customer’s specific needs, if the adviser was friendly, if the adviser
managed to explain financial terms in an easy to understand manner and if the adviser
described pros and cons of the customers financial options providing the best combina-
tion with adjusted R? = 94.1%, and a significant F = 164.885, p=.001. What did not ap-
pear to be of any importance in determining how satisfied the customer was with the
level of communication with their adviser for the day was how well the adviser ma-
naged to advise the customer nor how prepared the adviser was for the meeting.

Table 17 Coefficient Measures for Questions 30-34

Un-standardized Standardized
Coefficient Coefficient

B Std. Error Beta t Sig.
Constant -.370 231 -1.601 | .116
Q30. Did you feel that your adviser understood 325 072 370 4.504 | .000
your specific needs?
Q31. Did your adviser have sufficient knowledge | -.158 .071 -147 | -2.224 | 031
on how to solve your specific need?
Q32. Was your adviser courteous and friendly 501 .082 413 6.131 | .000
with you?
Q33. Did your adviser explain financial terms 277 .071 .258 3.911 | .000
and concepts in an easy to understand manner?
Q34. Did your adviser describe pros and cons of | .140 .069 135 2.032 | .048
your financial options
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5 Analysis

In this section, the anthors analyzed the empirical findings compared to the theoretical framework. In the
first section, the results of the general questions to all customers will be analyzed. Then, the booked meetings
will be analyzed, first descriptively, then through a multiple regression.

5.1 Are all customers entirely loyal to Bank A?

As Bank A defines loyalty as customers who only use their services and no services
from other banks, the fact that 38.9 per cent of customers use other banking services as
well as Bank A qualifies those customers as non-loyal. This shows an opportunity for
Bank A to grow and gain a stronger market position. There is a chance for the bank to
implement tools and theories to turn half-customers into whole customers, through in-
creasing their service quality and other factors that affect loyalty. However, with a
loyalty rate of 61.1 per cent, Bank A does have a majority of loyal customers.

For customers who only have Bank A as their banking services provider, they said that
they are very likely to choose Bank A as their main provider if they had the choice to
remain or switch banks. Non-loyal customers also voted that they would likely choose
Bank A, yet about 35.2 per cent rated three or below on the scale, showing that there is
potential switching behavior. As they are already using services at other banks, they
have a foot out of the door.

As there were 41 people who were only customers at Bank A who said they would not
choose Bank A again, or voted two or three, it is a concern for loyalty to the bank. If
they remain unsatisfied for a long time, they will most likely switch service providers.

Considering the number of customers who would recommend Bank A to their acquain-
tances, the marketing implications of word-of-mouth are encouraging. Customers who
are satisfied with a company’s services will engage in positive word-of-mouth to their
acquaintances (Hauser, Simester, & Wernerfelt, 1994). The majority of Bank A’s cus-
tomers responded that they would recommend Bank A to people they knew, suggesting
that the bank may be able to increase the number of customers they have. Word-of-
mouth is a free powerful marketing tool. People trust their acquaintances’ opinions on
services, and listen to their advice when looking for new services (Arndt, 1967). There-
fore, if Bank A’s customers are satisfied, they will engage in positive word-of-mouth
and the bank’s image will be improved, both with current customers and potential cus-
tomers. The percentage of customers that responded that they would not recommend
Bank A was only 1.6 per cent, showing high levels of satisfaction among the customers.

Furthermore, loyal customers rated mainly a four or five on how positively they would
speak about Bank A. This shows that they are participating in positive word-of-mouth
activities with their acquaintances. No customer, loyal or non-loyal rated a one on the
scale of five. However, as approximately 30 per cent of loyal customers and almost 37
per cent of non-loyal customers rated a two or three on the scale, it shows that the way
they speak of Bank A may not be as positive as expected when looking at the number
of customers who would recommend Bank A. As customers rely on their acquaintances’
experiences when choosing service providers (Arndt, 1967), it is important that Bank A
focuses on finding which aspects customers would speak negatively about to others and
improve them. As Bank A’s goal is to be the best bank in all aspects, the number of loy-
al customers according to their definition of loyalty shows that there are some im-
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provements that can be made. Although the majority of customers, both loyal and non-
loyal, would recommend the bank, the bank needs to be aware that there is potential for
negative word-of-mouth, which could undo previous hard work to increase loyalty.

5.2 What causes disloyalty among the customers?

As functional service qualities are ranked highly in importance of a customer’s percep-
tions of a service provider, it is important that Bank A ensures that their service expe-
riences are positive for their customers. One aspect of a variable affecting functional
quality is the promptness of receiving attention. The majority of both loyal and non-
loyal customers rated their satisfaction as high with the speed of assistance, yet there
were almost ten per cent of total customers that rated a one or two on the scale. One-
fifth also rated their satisfaction with the promptness as average, showing that there is
room for improvement for assisting customers more efficiently and quickly.

According to Keaveney (1995), waiting times classify as an inconvenience for custom-
ers. If customers feel that a visit to the bank is an inconvenience, it could potentially
cause the customer to switch service providers. As customers rated that they would pre-
fer to receive faster assistance this shows one area that causes disloyalty among the cus-
tomers. When looking at further questions on factors that customers are dissatisfied with
at Bank A, other inconvenience factors are listed repeatedly. Included in this category
are dissatisfaction with the location or opening hours of the service provider (Keaveney,
1995). The bank needs to be aware that low perceptions of their service offerings
creates a service quality gap, which needs to be analyzed in order to meet the custom-
ers’ expectations (Brogowicz et al., 1999).

Another functional service quality factor is how pleased a customer was with the day’s
reception/experience. Again the results showed high satisfaction from the customers,
yet there is room for improvement, as in total about four per cent of customers rated that
they were dissatisfied with the experience. Non-loyal customers were more likely to rate
the experience as average or unsatisfactory, in relation to loyal customers. This could be
due to the fact that as they also have experiences at other banks, they compare Bank A
constantly to other banks, which is an important factor for Bank A to remember, as they
are competing for market share. Yet the fact that no non-loyal customers had rated the
experience as far from satisfactory suggests that Bank A does provide high quality ser-
vice in relation to competing firms.

The technical quality was also determined through customers responding whether they
had their questions/needs answered during the day. This service quality was measured
to be high, with 90 per cent of total customers responding that they had all their needs
met. This result is encouraging, as customers were able to leave the bank without feel-
ing like they had wasted time or needed further clarification. The percentage that ans-
wered “no” was very insignificant, showing that the satisfaction from the customers was
high in this regard as well. This specific technical quality factor classifies as a service
encounter (Keaveney, 1995), and as the results were so high, it does not suggest any po-
tential due to this reason for switching behavior by customers.

When customers considered how far or close Bank A was from being a perfect bank, no
customers (loyal or non-loyal) rated it as very far from perfect. As the majority of res-
pondents rated a four or five on the scale, it shows that Bank A has a good image with
its customers, and has high levels of service quality that ensures the loyalty of its cus-
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tomers. Noticing that there are a few customers who rated Bank A as far from perfect, it
suggests that there is a certain degree of dissatisfaction and disloyalty within from the
customers, which needs to be analyzed and solved by the bank’s management. Disloyal-
ty among customers is alarming, as it could cause customers to switch service providers,
leading to a decrease in profits for the bank (Hirschman, 1970). Therefore, it is vital for
management to understand the dissatisfaction of the customers fully. Although the local
bank’s customers rate the service quality high in all areas, the fact that there are a num-
ber of customers who are not loyal suggest that Bank A is not the best in all areas. If the
bank chooses to ignore the problems felt by even a few customers, it could initiate
switching behavior from the customers. This is especially a danger if competitors are
aggressive with their marketing and increase their offerings where Bank A does not
measure up to customer’s expectations.

The customers who do have multiple banks were asked how Bank A could improve, ac-
cording to services offered by competitors. The most common answer was to better the
financial offers and returns, which are pricing factors (Keaveney, 1995). The next larg-
est group was inconvenience factors, as mentioned above. Following this group was
core service failures, for example rewarding their old and loyal customers, or improving
information of the services the bank provides. Also criticized were service encounter
failures and service recovery failures. These results align with Keaveney’s (1995) model
of the main switching factors affecting customers’ behavior. It is important to under-
stand how each failure can be solved, and listen to customers when they express their
dissatisfaction.

5.3 How can Bank A increase customer loyalty?

As the sample in the survey showed that around 60 per cent of Bank A’s customers
were loyal, it suggests that the remaining customers need to be targeted in order to re-
tain them, and gain their loyalty so that they only buy services from Bank A. In order to
do this, the bank needs to figure out the areas of weakness and make an effort to fix
them.

Although a slight majority of Bank A’s customers responded that they had never felt
dissatisfaction with the bank, there were still around 40 per cent that had. More non-
loyal customers had felt dissatisfaction than loyal customers, suggesting that Banks A’s
competitors may provide some services better than they do. However, the insignificant
difference in the loyal and non-loyal customers who would choose Bank A as their bank
again shows that the bank does have satisfied customers.

There were a few cases where customers felt dissatisfied. Dissatisfaction arises if cus-
tomers’ expectations are higher than their perceptions after the service is complete.
Therefore, Bank A should ensure that their definition of quality aligns with that of the
customers (Gronroos, 2006). Customers who are unhappy with the service provision
will either voice their dissatisfaction or exit the company (Hirschman, 2008).

In order to prevent customers from exiting the bank, Bank A should enhance the voice
option by encouraging complaints from dissatisfied customers. Customers who feel that
they can voice their opinion and complain openly about problems they have with the
bank are more likely to remain with the firm. However, if customers feel that their
needs are not met, or that management does nothing to change the problems in the ser-
vice provision, they will exit the bank (Hirschman, 2008).
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Customer complaint management is an important tool to allow organizations to increase
loyalty. As a number of customers had felt dissatisfied with Bank A’s services at some
point in their relationship with the bank, it shows that there is a need for Bank A to lis-
ten to their customer’s opinions. This shows a long-term perspective from the bank in
regards to their customer relationship focus (Fornell & Wernerfelt, 1987). As an over-
whelming majority of customers had never filed a formal complaint to the bank, it
shows that there is a lack of initiative from the bank to listen to their customer’s com-
plaints. If customers feel that they cannot complain to the organization, it is most likely
that after an extended period of time they will leave that service provider (Fornell &
Wernerfelt, 1992). In order to encourage customer complaints, Bank A needs to instruct
their customers on where and how to complain formally. Three-fourths of the customers
did not know where they should file a complaint, so Bank A has the potential to make
the customers feel that they are important, and have a two-way communication and a
strong relationship with the bank (Arnerup & Edvardsson, 1992).

The company should also take into account how customers wish to complain. The ma-
jority replied that they would prefer to complain in person, and the next largest prefe-
rences were by telephone and by email. This is an opportunity for Bank A to implement
Customer Relationship Management, as they would take into account the customers’
personal preferences in terms of how to interact with the company (Rayport & Jaworski,
2004).

In order to implement customer complaint management, Bank A should create a team
consisting of managers from all departments in the firm. The marketing and operational
departments should focus on increasing the improvement of the core service delivery.
Also, human resource managers should be consulted to increase the level of service en-
counters, and the legal department should have a say in how to tackle possible unethical
behavior. Finally, the finance department should be consulted to determine pricing
(Keaveney, 1995).Together, all departments of the bank can work together to ensure
that customers can make their opinions heard on all aspects of the bank’s services and
solve the problems in an efficient manner.

When comparing Bank A to other banks, there were a few areas that customers felt
Bank A could improve in. The area that was most suggested to improve were the finan-
cial aspects of the company. Customers felt that the bank should improve their financial
offerings, or improve the customer’s return on their investments. As financial offerings
are the core service of the bank, it could cause customers to become dissatisfied with the
bank as a whole. Bank A should take the customer’s opinions into account, and com-
pare their offerings with their competitors’ offerings in order to ensure that they are
providing the quality and services that their customers are paying for. Even if Bank A
has high service quality, as has been shown, they need to be aware that perhaps their
customers feel that another organization might deliver service just a little better (Hir-
schman, 2008). Therefore, it is important for Bank A to implement defensive marketing
and work to retain their customers, so that they do not lose profits or market share (For-
nell & Wernerfelt, 1987).

In addition to better financial offerings, customers felt that perhaps Bank A could im-
prove in the personal assistance offered, increase the staff’s friendliness, and their
trustworthiness. These concerns were similar to the results of the open-ended question
on how Bank A should improve on its own, not when comparing it to competitors.
Through this, management can see the main suggestions that their customers have, and
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realize these core issues, as they keep coming up. Bank A therefore has the ability to
make changes in order to satisfy their customers and meet their needs.

5.3.1 Booked Meetings Analysis

Customer Relationship Management is a key tool for organizations who desire to in-
crease levels of loyalty among customers, and as human interactions are a part of cus-
tomer relationship management, strong adviser-customer relationships are required. As
the majority of Bank A’s customers have personal advisers, it is an area where the bank
has an opportunity to focus on customers individually and increase the strength of trust
and relationships with them.

When analyzing customers who had advisers at the bank, the majority of customers
were very pleased with their relationships. Functional service qualities of meetings with
advisers were shown to be above customers’ expectations. Customers were satisfied
with the advisers, in terms of understanding their needs, and explaining financial terms
in a simple manner. The variable that rated the highest was the advisers being friendly
and courteous, showing a high level of the functional service quality. The level of
communication was also found to be high, which rates really well, as good communica-
tion between customers and employees is found to increase trust in customers, build
stronger relationships and increase loyalty (Sharma & Patterson, 1999).

Technical service quality factors were also found to be above expectations in regards to
adviser meetings. Customers were very satisfied with how well their advisers were pre-
pared, and their knowledge level to make recommendations, as well as advice. This
again shows that there is trust between customers and their advisers. The satisfaction le-
vels with functional and technical qualities of the relationships with customers and their
advisers show that there is confidence in the employees, as well as satisfaction, as the
majority of customers desired to meet with the same advisers at the next meeting. Ac-
cording to theory, if customers have high levels of satisfaction and trust that their advis-
er offers the best solutions to their problems, they are loyal (Ennew & Waite, 2007).
The fact that customers have personal advisers creates social bonds at an emotional lev-
el. This causes the relationship to be more stable, and the exit barrier will be increased
(Bejou et al., 1998).

As communication is a determinant of functional quality, technical quality and trust
(Sharma & Patterson, 1999), it is vital for employees in a bank who have personal con-
tact with customers to be efficient communicators. In the case of the advisers, customers
felt that the communication levels were really high, which is important to build a strong
foundation of trust, which in turn strengthens the relationship commitment. Within the
financial sector it takes a long period of time before returns on investments can be as-
sessed. Therefore, it is important for the relationship to develop over an extended pe-
riod, so that it can be effective. For the relationship to carry on there must be good and
on-going communication between adviser and customer (Hatfield, 1993).

Total perceived quality was found to be really high when analyzing the relationships, as
the overall perceptions of meetings with advisers was really high. Zeithaml et al. (1996)
found that high service quality is an important factor to persuade customers to remain
loyal. Perceived service quality is influenced by a company’s service offerings, custom-
ers’ expectations, external influences, traditional marketing and the company image
(Brogowicz et al., 1999). These are important for Bank A to remember; as they can ob-

45



viously control offerings they provide and compare those to their competitors. Also,
they can adjust their marketing strategies to target customers that are considering
switching service providers.

5.3.2 Regression Analysis

In order to further analyze the relationships between customers and advisers, a stepwise
regression analysis was used to understand on a deeper level how certain factors af-
fected each other. When analyzing the results the reader can see which independent va-
riables had the most significant influence on the dependent variables, “How much con-
fidence did you have in your advisers recommendations?”, “Are you pleased with to-
day’s meeting with your adviser?”, and “Were you satisfied with the level of communi-
cation with your adviser today?”

The first dependent variable, how much confidence customers had in their advisers’
recommendations, revealed that the two independent variables that had the most signifi-
cant influence were the advisers’ ability to explain financial terms and concepts in an
easy to understand manner for the customers, and how well the adviser understood the
customer’s specific needs. These variables are linked to the dependent variable and they
move together. This shows that the confidence in adviser’s recommendations depend on
effective communication (Sharma & Patterson, 1999). The fact that customers feel that
their advisers were able to communicate efficiently with them, it is a base for building
stronger relationships with the customers, and hence increase loyalty. As the variables
are functional service quality factors, it implies that trust increases as customers feel sa-

tisfied with the experience of a meeting, which also aligns with Sharma and Patterson’s
(1999) model.

As the second dependent variable implies a total perceived quality factor, by evaluating
how pleased customers were with their meetings with their advisers, it was shown to be
affected by both functional and technical service quality factors. The functional quality
factors were whether the adviser was friendly and courteous with the customer, how
well the adviser understood the customer’s specific needs, and whether the adviser was
able to explain financial terms and concepts in an easy to understand manner. Technical
quality factors were how well the adviser was able to give advice and whether the ad-
viser had sufficient knowledge to solve the customer’s needs. As financial service cus-
tomers may not fully understand the implications of investments or the choices they
have, they need to have trust in their advisers (Brogowicz et al., 1990). Therefore, the
functional quality factors are usually more weighted when customers perceive total
quality of a service. When looking at the results for these independent variables, the
scores were high for Bank A, in both the functional and technical quality factors.

The third dependent variable, measuring how satisfied customers were with the level of
communication with their advisers was shown to be mainly influenced by functional va-
riables. These were whether the customers felt that their adviser understood their specif-
ic needs, if the adviser was courteous and friendly, if the adviser explained financial
terms in an easy to understand manner, and if the adviser described pros and cons of the
financial options. A technical quality factor that influenced the dependent variable was
if the adviser had sufficient knowledge on how to solve the customer’s specific needs.
All these variables contribute to the total effective communication between an adviser
and the customer (Sharma & Patterson, 1999). As effective communication affects rela-
tionship quality both directly and indirectly, it is beneficial for Bank A to ensure that the
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advisers are able to communicate clearly with their customers. Also important is a long-
term perspective, with effective communication being an important factor to decrease
customers’ uncertainty or dissonance (Morgan & Hunt, 1994).

It has been seen that as customers do not fully understand technical quality factors in the
financial industry, they may place more emphasis on functional quality factors, which
has been seen through the regression analysis. Most of the independent variables men-
tioned were functional quality factors, which aligns with Brogowicz, et al.’s (1990)
theory. Therefore, this can increase customers’ perceptions of technical factors (Brogo-
wicz, et al., 1990). Bank A has had high results in all functional quality factors, imply-
ing that the service experiences they provide to their customers are of high quality. This
increases the trust of their customers and leads to stronger relationships (Sharma & Pat-
terson, 1999). However, customers evaluate the total perceived quality through both
functional and technical quality factors (Oliver, 1980), so the fact that customers com-
plained about technical quality factors, such as pricing factors, shows that Bank A can
improve in this area. A good experience for the customer is not enough; the customer
must leave the bank feeling satisfied that they received the best outcomes, and so are not
tempted to exit the firm and find another service provider.
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6 Conclusion

In the conclusion, the final results will be stated. It will answer the purpose and the research questions, by
presenting the data found and the analysis.

The purpose of this thesis is to investigate if customers of Bank A are loyal, find the
factors that create disloyalty and analyze how the bank can increase customer loyalty.
The majority of customers at Bank A are loyal; they only use services from Bank A.
However, there is a significant percentage that has an additional bank apart from Bank
A; these are non-loyal customers. This shows that there is an opportunity for Bank A to
implement tools and theories to turn non-loyal customers into loyal customers, grow
and gain a stronger market position. Many customers voted strongly that they would
choose Bank A as their bank again if they had a choice between remaining and exiting.
In addition, customers responded that they would recommend Bank A to their acquain-
tances, showing loyalty from their behavior. However, there was a tendency for cus-
tomers to not speak as positively as expected about the bank. This implies that the com-
pany should increase satisfaction in order to ensure that word-of-mouth marketing car-
ried out by their customers would be positive to retain current customers.

The small degree of disloyalty was due to dissatisfaction with the service quality, which
is important in forming a base for satisfaction, trust, relationships and loyalty. Service
quality was determined through both the technical and functional dimensions. The re-
search showed that Bank A had a high standard of treating customers during the expe-
rience, while meeting most expectations in regards to answering questions and provid-
ing fast assistance. Although the functional quality factors were rated highly, improve-
ment could be made in the service-mindedness of the staff in terms of being friendlier
and attending to customer needs faster if there was the possibility to do so. There was
some dissatisfaction due to technical quality factors, such as low returns on investments
and unnecessary fees. Especially as non-loyal customers already purchase services from
other financial institutions; it is imperative that Bank A focuses on increasing every area
that causes dissatisfaction so they do not lose customers to their competitors. If Bank A
does not identify problems that cause dissatisfaction among the customers, it increases
the likelihood that customers will switch service providers, harming their profits, image
and market share.

The main area for Bank A to improve in order to increase customer loyalty is to imple-
ment customer complaint management. There was shown to be a lack of initiative from
the bank to encourage complaints from customers, which would improve relationships
as well as the service quality Bank A provides. Most customers did not know where to
complain formally. Therefore, the bank needs to install a system in which customers can
easily understand how to file complaints or who they should talk to if they have an is-
sue. Allowing customers to voice their complaints increases communication effective-
ness as well as satisfaction from the customers. Customer relationships are also vital for
the bank; it is necessary to ensure that advisers communicate effectively with their cus-
tomers, and are able to solve their individual needs. The research showed that most cus-
tomers were satisfied with their advisers, and received the advice and help they re-
quired. Yet the bank should continue to increase communication effectiveness to in-
crease the retention and loyalty, in order to be the best bank in the local community
considering all services they provide for their customers.
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7 Discussion

In this section, the anthors explain how their research is relevant, and add further observations and implica-
tions of this study. They conclude with further suggestions as to how the field of customer loyalty could be in-
creased, especially to the bank, as well as to others who have interest in this topic.

The aim of this research was to gain a deeper understanding of customer loyalty, and
how a company can increase loyal behavior from their customers. The authors strive to
increase existing knowledge on factors that affect loyalty, and how a firm can apply that
knowledge to their own strategies to retain customers. As banking services usually take
long periods of time for results to be seen, it is important for firms to create strong rela-
tionships with customers to retain them for the long-term. It is crucial for banks to meet
customer demands and needs, in order to provide high quality service. As the financial
sector is dynamic, it is vital for firms to adjust to changing environments, and conti-
nuously determine what customers require.

The authors collaborated with Bank A, as the bank wanted to research how they could
increase retention rates, and hence the loyalty of customers. The bank wanted to survey
the customers when they visited the bank, to gain reliable information right after the
services had been completed.

Loyalty is a complicated concept, with many variables affecting how customers feel
about a company. Throughout this research, the concept of loyalty has been explained
through customer satisfaction in regards to service quality, communication, trust, and
relationship strength. As customer satisfaction and customer loyalty are intangible fac-
tors, it is difficult to measure them precisely. Therefore, it is crucial for Bank A to con-
tinuously communicate with customers about what they expect from services, and how
the company is failing according to their expectations.

In order to research loyalty, the authors focused on the customers’ perceptions of re-
ceived service. The functional and technical qualities were divided in order for Bank A
to easily interpret which areas needed to be focused on. In the authors’ case there was a
high satisfaction level of both the technical and functional dimensions. Bank A has a
high standard of treating customers; the customers have their questions and needs ans-
wered during their visit. However, when given the opportunity to express how the com-
pany could improve, many customers suggested increasing the financial offerings, as
well as solving inconvenience issues. Within Bank A it is possible that the high func-
tional quality may create a better view of the technical functions when evaluating since
customers have expressed the demand of better financial offers.

After conducting the research, it became clear that the customers of Bank A are satisfied
with the service that has been provided and the quality of the relationships they have
with the bank. However close to 40 per cent had an additional bank which shows the
opportunity for growth and improvements of meeting the customers’ specific needs so
no other bank would be needed.

To have a good complaint management is very important to increase the loyalty of a
firm and to show that the firm is open for criticism in order to improve. Bank A, among
other companies, lacks a good complaint management system. For the bank, this is one
of the best opportunities for them to increase the strength of the relationships with cus-
tomers since comprehensively the functional and technical qualities are high. One
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should not forget that service quality is the most important variable to emphasize on and
improve constantly, but complaint management should be developed congruently. There
are also other external factors that are of great importance when researching about
loyalty. One of them is image of the company, which Bank A has been focusing a lot
on. The bank’s goal is to be a bank for the municipality, which they are working on
through supporting the community. As many of their customers have been with the
brand for numerous years, the impact of the brand reputation is a vital component to re-
tain those customers.

Some observations the authors made when conducting the surveys were that customers
felt comfortable in the bank. Many customers did not only come for their errand, but al-
so for the social aspect and for personal contact with the employees of the bank. There-
fore, it is of importance for the bank to continue to welcome customers to the office and
create personal contact with the customers. The human contact should never be lost in
order to make customers feel that they belong, and are a part of the bank.

This study is relevant for the bank, first and foremost, as they felt there was a need to
determine what they could do to further retain their customers. The management can use
the results found in this thesis to understand how their customers perceive their compa-
ny, and try to implement some changes accordingly. More broadly, this research can be
applied to similar banks that have a strong position in the local community, in order to
understand factors that might affect their customers’ perceptions on the banks. As the
purpose of this thesis was to do a case study and find specific results for Bank A, the re-
sults cannot be generalized until further research is carried out to prove that there is a
pattern among other banks similar to Bank A. Furthermore, as only a small sample of
the total customers participated in the survey, the results may not be entirely applicable
to all customers.

7.1 Further suggestions

Further research could be carried out by Bank A to determine internal levels of satisfac-
tion and employee loyalty, which potentially affects how employees treat customers. As
stated, loyalty should be throughout the organization, so management of Bank A should
ensure that the entire firm is dedicated to providing the level of service that customers
expect. Also, the company should search for other factors that affect service quality or
loyalty, for example the physical aspects of the company.

In this day and age, when Internet banking is becoming more popular and a physical of-
fice is not needed in the same way, it could be interesting to research further about how
to improve service quality within the Internet and telephone banking. To be able to get a
complete picture of loyalty further researcher should also be carried out specifically of
the image and the brand reputation, since those are also important factors when evaluat-
ing loyalty.

This study briefly touched on Customer Relationship Management, but further research
should be conducted by the local bank in order to fully implement it and find further
conclusions on how CRM affects loyalty when regarding customers individually.
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10.

11.

12.

Appendix
Appendix A - Questionnaire, English version

This questionnaire was developed through collaboration between the local bank and students at
Jonkdping International Business School with the objective to analyze the bank’s customers’
experience, the service and reception at the bank. The questionnaire should only take a few mi-
nutes to complete, and your opinion is very important for this study. If you have any questions
on the questionnaire, please ask for our help. The answers you provide will be treated in the

strictest confidence and cannot be used to identify you. Thanks for your help
Background questions
Since what year have you been a customer at Bank A?
Year: ...............
What was the main reason for your bank visit today?
a. Booked Meeting with an adviser
b. Un-booked meeting
c. Bank teller
Gender:
a. Woman
b. Man
What is your year of birth?

Are you:
a. Married/in a partnership
b. Co-living
c. Single
How many people live in your household?
.............. people
At present, are you............ ?
Self-employed
Employed at permanent post
Project employee/temporary employee
Studying
Unemployed
Retired
g. Other
What is your monthly salary?
a. Below 10.000 SEK
b. 10.000-19.999 SEK
c. 20.000-29.999 SE
d. 30.000-39.999 SEK
e. Above 40.000 SEK
Are you, in your household, the person mainly responsible for the finances?
a. Yes
b. No
c. Shared Responsibility
Do you live in the community?

o o0 o

Questions concerning Customer Satisfaction
Were you satisfied with the promptness of receiving attention?
Very unsatisfied 1 2 3 4 5 Very satisfied
Do you feel that you had all your questions/needs answered today?
a. Yes
b. No
c. Partly
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13.

14.

15.

16.

17.

22.

23.

24,

d. Booked a new meeting with my adviser
Imagine a bank that is perfect in every way; how close or far from it do you feel that Bank A is?
Very far 1 2 3 4 5 Very close
Were you pleased with today’s reception/experience at the bank?
Far below expectations 1 2 3 4 5 Far above expectations
Would you recommend Bank A to your acquaintances?
a. Yes
b. No
c. Toa certain degree
d. Unsure
What way do you usually talk about Bank A to your acquaintances?
Very negative terms 1 2 3 4 5 Very positive terms
Have you ever felt dissatisfaction with Bank A?
a. Yes
b. No
18. Have you ever filed a formal complaint to Bank A?
a. Yes
b. No
19. Would you know where to file a formal complaint concerning Bank A?
a. Yes
b. No
20.  Where would you like to file a formal complaint concerning Bank A?
Internet
Telephone
In person
Email
Letter
Sms
. Other
21.  What services do you use at Bank A?
a. Save
b. Pay
c. Loan
d. Safety
Are you also a customer of other banks and credit institutions than Bank A?
a. No, only the local bank
b. 1
c. 2
d. 3
e. More than 3
If you use other banks, what services do you use there?
a. Save
b. Pay
c. Loan
d. Safety
What can Bank A improve towards your other banks?
Be more quickly attended to
Create greater trustworthiness
Better financial offerings
Better personal assistance
More knowledgeable staff
Better return on your investments
Friendlier and more courteous staff
Handle complaints better

@+eooo0 o

Se@ e o0 o
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

i. Other
Did you receive information about the banks customer concept Nyckelkund?

a. Yes
b. No
If you were to choose your bank today, how likely is it that you would choose Bank A?
Not at all likely 1 2 3 4 5 Very likely
How would you like Bank A to improve?
P

Questions concerning Counseling session
How prepared was the bank adviser for your meeting?
Far Below Expectations 1 2 3 4 5 Well above expectations
How did the bank adviser manage to give you advises?
Far Below Expectations 1 2 3 4 5 Well above expectations
Did you feel that your adviser understood your specific needs?
Far Below Expectations 1 2 3 4 5 Well above expectations
Did your adviser have sufficient knowledge on how to solve your specific need?
Far Below Expectations 1 2 3 4 5 Well above expectations
Was your adviser courteous and friendly with you?
Far Below Expectations 1 2 3 4 5 Well above expectations
Did your adviser explain financial terms and concepts in an easy to understand manner?
Far Below Expectations 1 2 3 4 5 Well above expectations
Did your adviser describe pros and cons of your financial options?
Far Below Expectations 1 2 3 4 5 Well above expectations
Were you satisfied with the level of communication with your adviser today?
Far Below Expectations 1 2 3 4 5 Well above expectations
Do you have a personal adviser at Bank A?

a. Yes

b. No

c. Do not know
Are you pleased with today’s meeting with the adviser?

Far below expectations 1 2 3 4 5 Well above expectations
How much confidence did you have in your advisers recommendations today?

No confidence 1 2 3 4 5 Great confidence
At your next meeting, would you like to meet the same adviser as today?

a. Yes

b. No

c. Does not matter
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10.

11.

12.

Appendix B — Questionnaire, Swedish version

Frageformular Privatkunder

Detta frageformular ar framtaget i ett samarbete mellan banken och studenter vid Internationella
Handelshogskolan i Jonkoping for att analysera hur bankens kunder upplever servicen och mot-
tagandet pa banken. Frageformuldret bor bara ta ett par minuter att fylla i och din asikt ar valdigt
viktig for var studie. Om du har nagra fragor angaende enkéten &r du valkommen att be om var
hjélp. De svar du lamnar kommer att behandlas i stérsta fortroende och kan inte anvéndas for att
identifiera dig. Tack for er hjélp

Bakgrundsfragor
1. Sedan vilket &r har du varit kund hos banken?
Ars o

Vad var syftet med ditt bankbesok idag?
a. Bokat mote med en radgivare
b. Obokat mote
c. Kassa

Kon:
a. Kvinna
b. Man

Vilket artal ar du fodd?

Ar du:
a. Gift/partnerskap
b. Sambo
c. Singel
Hur manga personer bor det i ditt hushall?
.............. personer
Ar du for narvarande...?
Egenforetagare
Tillsvidareanstalld
Projektanstélld/ Visstidsanstélld
Studerande
Arbetslos
Pensionerad
g. Annat
Vad har du for manadsinkomst?
a. Under 10.000 SEK
b. 10.000-19.999 SEK
c. 20.000-29.999 SE
d. 30.000-39.999 SEK
e. 40.000 SEK eller mer
| ditt hushall, & du den som har ett storre ansvar for hushallsekonomin?
a. Ja
b. Nej
c. Delat ansvar
Hur l&nge har du bott i staden?

~ooooe

Fragor berérande Kundngjdhet
Var du ngjd med hur snabbt du fick hjalp idag?

Starkt missnéjd 1 2 3 4 5 Véldigt nojd
Kénner du att du fick alla dina fragor/behov besvarade idag?

a. Ja

b. Nej

c. Delvis
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

d. Har bokat ett nytt méte med radgivare
Tank dig en bank som ar perfekt i alla avseenden, hur nara eller langt ifran det upplever du att
banken ar?
Mycket langt ifran 1 23 4 5 Mycket nara
Ar du néjd med dagens mottagande/upplevelse pa banken?
Langt under forvantan 1 23 4 5 Mycket dver forvantan
Skulle du rekommendera banken till dina vénner och bekanta?
a. Ja
b. Nej
c. Till en viss grad
d. Osoker
Pa vilket satt talar och kommenterar du normalt om banken till vanner, bekanta och kollegor?
Mycket negativa ordalag 1 2 3 4 5 Mycket positiva ordalag

Har du nagon gang kant missnoje gentemot banken?
a. Ja
b. Nej
Har du nagon gang skickat in ett formellt klagomal till banken?
a. Ja
b. Nej
Vet du var man kan vanda sig med ett formellt klagomal hos banken?
a. Ja
b. Nej
Var skulle du vilja vanda dig med ett formellt klagomal som rér banken?
Internet
Telefon
Personligen
Email
Brev
Sms
g. Annat
Vilka tjanster anvander du dig av hos banken?
a. Spara
b. Betala
c. Lana
d. Trygghet
Ar du kund ocksa i andra banker och kreditinstitut &n banken?
a. Endast den banken
b. 1
c. 2
d. 3
e. Fleréan3
Vilka tjanster anvander du dig av hos dina andra banker?
a. Spara
b. Betala
c. Lana
d. Trygghet
Vad kan banken forbéttra gentemot dina andra banker?
Fa hjalp snabbare
Skapa storre tillit
Battre finansiella erbjudanden
Béttre personlig assistans
Kunnigare personal
Battre resultat pa dina investeringar
Trevligare personal

~ooooe
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

h. Hantera klagomal béttre
i. Annat
Fick du information om bankens kundkoncept Nyckelkund?
a. Ja
b. Nej

Om du skulle valja din bank idag, hur troligt ar det att du da skulle vélja banken igen?

Inte alls troligt 1 23 4 5 Mycket troligt
Finns det nagot du skulle vilja att banken forbattrar sig inom?

Fragor berérande Radgivningsmote

Hur forberedd var din radgivare infor motet?

Langt under forvantan 1 2 3 4 5 Mycket over forvantan
Hur val lyckades din radgivare ge dig rad?

Langt under forvantan 1 2 3 4 5 Mycket over forvéantan
Kande du att din radgivare forstod dina specifika behov?

Langt under forvantan 1 2 3 4 5 Mycket over forvantan
Hade din radgivare bra kunskap till att besvara dina fragor?

Langt under forvantan 1 2 3 4 5 Mycket over forvantan
Hur artig och vénlig var din radgivare under motet?

Langt under forvantan 1 2 3 4 5 Mycket over forvéantan
Kunde din radgivare beskriva finansiella termer pa ett latt och forstaeligt satt?
Langt under forvantan 1 2 3 4 5 Mycket over forvantan
Beskrev din radgivare fordelar och nackdelar med dina finansiella alternativ?
Langt under forvantan 1 2 3 4 5 Mycket over forvéantan

Var du ndjd med kommunikationen under ditt bankmdote idag?
Langt under forvantan 1 2 3 4 5 Mycket over forvéantan
Har du en personlig radgivare pa banken?

a. Ja

b. Nej

c. Vetinte
Ar du néjd med dagens mote med radgivaren?
Langt under forvantan 1 2 3 4 5 Mycket over forvéantan
Hur stort fortroende hade du for radgivarens rekommendationer idag?

Inget fortroende 1 2 3 4 5 Stort fortroende

Vid ditt nasta bankmote, skulle du vilja traffa samma radgivare som idag?
a. Ja
b. Nej
c. Spelar ingen roll
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Appendix C — Missing answers

1. Since what year have you been a customer at Bank A? (n=277) 28 | 10.1%
2. What was the main reason for your bank visit today? 8 2.9%
3. Gender 1 4%

4. What is your year of birth? 3 1.1%
5. Are you: 1 4%

6. How many people live in your household? 6 2.2%
7. At present, are you............ ? 4 1.4%
8. What is your monthly salary? 12 | 4.3%
9. Are you, in your household, the person mainly responsible for the finances? 10 | 3.6%
10. Do you live in the community? 33 | 11.9%
11. Were you satisfied with the promptness of receiving attention? 14 | 5.1%
12. Do you feel that you had all your questions/needs answered today? 20 | 7.2%
13. Imagine a bank that is perfect in every way; how close or far from it do you feel that 11 | 4.0%
Bank A is?

14. Were you pleased with today’s reception/experience at the bank? 14 | 51%
15. Would you recommend Bank A to your acquaintances? 15 | 5.4%
16. What way do you usually talk about Bank A to your acquaintances? 22 | 7.9%
17. Have you ever felt dissatisfaction with Bank A? 16 | 5.8%
18.Have you ever filed a formal complaint to Bank A? 13 | 4.7%
19.Would you know where to file a formal complaint concerning Bank A? 14 | 51%
20.Where would you like to file a formal complaint concerning Bank A?

21. What services do you use at Bank A?

22. Are you also a customer of other banks and credit institutions than Bank A? 12 | 4.3%
23. If you use other banks, what services do you use there?

24. What can Bank A improve towards your other banks?

25. Did you receive information about the banks customer concept Nyckelkund? 61 | 22.0%
26. If you were to choose your bank today, how likely is it that you would choose Bank 12 | 4.3%
A?

27. How would you like Bank A to improve? 193 | 69.7%
28. How prepared was the bank adviser for your meeting? (n=61) 9 14.8%
29. How did the bank adviser manage to give you advises? 9 14.8%
30. Did you feel that your adviser understood your specific needs? 9 14.8%
31. Did your adviser have sufficient knowledge on how to solve your specific need? 9 14.8%
32. Was your adviser courteous and friendly with you? 9 14.8%
33. Did your adviser explain financial terms and concepts in an easy to understand 9 14.8%
manner?

34. Did your adviser describe pros and cons of your financial options? 9 14.8%
35. Were you satisfied with the level of communication with your adviser today? 9 14.8%
36. Do you have a personal adviser at the local bank? 5 8.2%
37. Are you pleased with today’s meeting with the adviser? 7 11.5%
38. How much confidence did you have in your advisers recommendations today? 5 8.2%
39. At your next meeting, would you like to meet the same adviser as today? 5 8.2%
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