The factors that drive customer loyalty in retail banking and build customer satisfaction. Will a relationship marketing approach of a bank be effective in maintaining customer satisfaction and affect the customers’ perceptions of service quality?


 By


Gayathri Babu


A DISSERTATION 


Submitted to


The University of X

in partial fulfillment of the requirements


for the degree of


MASTER OF BUSINESS ADMINISTRATION


2008


A Dissertation


entitled

The factors that drive customer loyalty in retail banking and build customer satisfaction. Will a relationship marketing approach of a bank be effective in maintaining customer satisfaction and affect the customers’ perceptions of service quality?

By


Gayathri Babu

We hereby certify that this Dissertation submitted by Gayathri Babu conforms to acceptable standards, and as such is fully adequate in scope and quality.  It is therefore approved as the fulfillment of the Dissertation requirements for the degree of Master of Business Administration.


Approved:

Dissertation Advisor                                         Date

The University of X

2008

CERTIFICATION STATEMENT

I hereby certify that this paper constitutes my own product, that where the 

language of others is set forth, quotation marks so indicate, and that appropriate 

credit is given where I have used the language, ideas, expressions or writings 

of another.

Signed                                                        
Gayathri Babu.


ABSTRACT

The factors that drive customer loyalty in retail banking and build customer satisfaction. Will a relationship marketing approach of a bank be effective in maintaining customer satisfaction and affect the customers’ perceptions of service quality?

By

Gayathri Babu

The dissertation aimed to identify the factors that drive customer loyalty in retail banking and build customer satisfaction in the U.S. retail-banking sector. Most of the retail banks in the U.S. practice relationship marketing approach as they believe that building relationship with the customers will create customer loyalty and create prospects to their organization by positive word of mouth. The dissertation also aimed to find if a relationship marketing approach of retail banking sector would be more effective in maintaining customer satisfaction that affect customers’ perceptions of service quality and increase customer loyalty. Quantitative research via an online survey was conducted to get responses from different personal banking customers within the U.S. to measure their perceptions of service quality and the driving factors of customer loyalty. To contrast the perceptions of customers, qualitative research in the form of personal interviews were conducted with HSBC Bank management team of six members. The interviews with the bank managers and the officers identified their views as how to create customer loyalty, maintain that customer loyalty and avoid dissatisfaction. The results of the study found that the empathy factor in SERVQUAL dimension was the most important of the dimensions next to reliability. The employee qualities such as friendliness and helpfulness were more important for the customers than the employees’ knowledge and confidence. An efficient successful recovery, clear communication, helping customers to be well-informed and to be able to make their choices, identifying their needs and presenting appropriate recommendations, providing competitive rates and charging less fees were all found to be important for the customers to be loyal to their banks. While the study showed that the management team encouraged the relationship marketing approach, the customers were not in favor of the relationship marketing approach. In fact, the approach did not improve the customers’ perceptions of service quality and their satisfaction.  
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CHAPTER 1  (1080 Words)
Introduction

1.1 Background

Achieving long-term profitability in the business sector is possible by excelling in customer service. It is a winning strategy for maximizing the level of engagement between customers and organizations and for providing a competitive weapon to withstand tough market conditions. The profitability and sustainability of any business depends upon how their customers engage in their service and products. Excellence in customer service is not generated through policies and procedures but rather, comes from the individual’s deep desire to provide a good service to everyone, be it a customer, co-worker, friend or relation. 

The banking sector is not an exception to this concept. Every bank tries to differentiate using their customer service strategy and provide their customers a unique experience with their service and products. Their aim is to satisfy and win their loyalty for their business. In order to accomplish this, banks spend enormous amount of resources to measure and improve customer satisfaction. However, an analysis referenced by Business Week (October, 2006) shows that between 60% and 80% of defecting customers described themselves as ‘satisfied’ or ‘very satisfied’ just before they left (Michael, N., 2007). This shows that it takes more than being satisfied for a customer to be loyal.

Focusing on the ‘three R’s’, ‘retention, repurchase and referral’ will help create a cadre of customer advocates (Michael, N., 2007). While the banks make use of technology and make it possible for the customers to service their own accounts, it is important for the bank to be responsive if things go wrong for the customer. Tarp Worldwide Research found that a customer who is mildly or strongly dissatisfied shares their experience with 9 to 16 people (Michael, N., 2007). Not having to deal with volumes of transactions that are done electronically, Michael suggests that the front line employees should take that opportunity to better serve their customers and meet their needs. She states that the role of the front line employees should shift from transaction processing to ‘customer advisory and servicing’. To drive high levels of repurchase, the banks have to make the purchasing process easier for its customers. The customers should be able to view the value of the offer, especially when it goes beyond the price advantage. Customers generate referrals for business only when they perceive value in the offering. It is challenging to create loyalty when the organizations do not endeavor to build emotional connections with the customer. Most of the banks try to build that emotional connection with their customers by consistently and proactively pursuing the customers’ best interests. Michael (2007) states that, ‘The financial companies making the most progress in sustaining and building on their personal relationships in this environment are those that have enhanced the value they are providing to business customers by becoming more active partners and advisors to the business far beyond the lending relationship’.

Various banks use a relationship marketing approach to build relationships with their customers. This relationship marketing approach will not automatically strengthen customer relationships but will have different levels of relationship (Berry, 1995; Liljander and Strandvik, 1995 cited by Leverin, A., 2006). With the increase in the use of technology where the customers have the option of using an ATM or Internet Banking, a matter of doing their banking at their convenient hour or location, raises the question if the relationship approach is really effective in building customer relationships and their loyalty. Not all customers would want to engage in relationships and it has been suggested that close customer relationships in banking are rare (O’Loughlin et al., 2004 cited by Leverin, A., 2006). The current economic crisis in the U.S. has turned the banking customers to be skeptical of the services provided by the U.S. banks.  

1.2 Aims and Objectives

When the customers’ perceptions of the service quality do not meet their expectations, the customers tend to switch to the competitors. It becomes important for any business to retain its customers before it can go after acquiring new ones. The Council on Financial Competition estimates that it costs five to ten times more to acquire a new customer than to retain an existing customer (Michael, N., 2007). For customer retention, a bank has to build relationships with customers that will strongly hold them with the institution by providing an outstanding customer experience. This in turn would result in a positive word of mouth for the respective bank. While loyalty is measured in the customers’ intention to repeat a purchase and to recommend a product or service to friends and family, they are merely the outcomes of being loyal and not the reasons for being loyal. Any financial institution that addresses the factors that keep their customers from being emotionally attached may gain a competitive advantage in the business, which is becoming increasingly commoditized (Taylor, J. & Gina Pingitore, 2006).  

The objective of this dissertation was to identify the factors that drive customer loyalty in the U.S. retail banking and build customer satisfaction. Since most of the U.S. banks use a relationship marketing approach, this study attempted
aa to find if it is effective in maintaining customer satisfaction and affects the customers’ perceptions of service quality. A quantitative research via an online survey with different banking customers within the U.S. and a qualitative research in the form of personal interviews with the management team of HSBC were evaluated to measure the perceptions of service quality and the driving factors of customer loyalty in the U.S. banking industry.

This dissertation thus contributes to the existing knowledge of customer loyalty in the U.S. banking industry by providing data and analysis to disprove that relationship marketing approach is effective in creating and maintaining customer loyalty. 

The results of the study found that the empathy factor in SERVQUAL dimension was the most important of the dimensions next to reliability. The employee qualities such as friendliness and helpfulness are more important for the customers than the employees’ knowledge and confidence. An efficient successful recovery, clear communication, helping customers to be well-informed and to be able to make their choices, identifying their needs and presenting appropriate recommendations, providing competitive rates and charging less fees were all found to be important for the customers to be loyal to their banks. While the study showed that the management team encouraged the relationship marketing approach, the customers were not in favor of the relationship marketing approach. In fact, the approach did not improve the customers’ perceptions of service quality and their satisfaction.

CHAPTER 2  (3500 Words)
Literature Review

2.1 Introduction

Businesses have realized the mighty strength of customers and how customers being loyal to their business are important for them to survive in the market. Customer capital, the third most-often cited construct in the intellectual capital literature, is hypothesized to be a driving force behind organizational performance, which is very true with service industries (Bontis and Fitz-enz, 2002 cited by Bontis et al., 2007). Customer satisfaction is usually associated with ‘higher customer loyalty rates and increased economic returns that drive strategic business valuation’ (Anderson et al., 1994, Anderson and Srinivasan, 2003, Gronholdt et al., 2000, Parasuraman and Grewal, 2000, Spiteri and Dion, 2004, Srinivasan et al., 2002 cited by Bontis et al., 2007). It is not uncommon to see several targeted incentive programs to attract new customers and retain the existing ones. The introductions of these programs are in expectation of results such as increase in sales, customer retention, generate positive word of mouth to their family and friends, and so on. Most of the retail banks in the U.S. practice a relationship marketing approach. Guenzi P. et al. (2004 cites Gronroos, 1991:11, Peck et al., 1999:44) state that relationship marketing can be interpreted and defined as ‘a marketing philosophy aimed at maintaining and strengthening relations with current clients, rather than identifying and acquiring new customers’. By building relationships, the financial organizations believe that a customer will be loyal to their organization by staying with the organization and create prospects to the organization by positive word of mouth. Realizing that all satisfied customers do not necessarily be profitable, the attention has shifted to understanding how satisfaction is related to profitability by examining the consequences of satisfaction such as ‘reputation, loyalty and service recommendation’ (Bloemer and Kasper, 1995, Zeithaml, 2000, Athanassopoulos et al., 2001, Hallowell, 1996 cited by Bontis et al., 2007). However, Keiningham (2007) suggests that ‘recommendation intention alone will not suffice as a single predictor of customers’ future loyalty behavior’. 

This chapter presents a literature review of key concepts of this study, namely,

a. Customer loyalty

b. Customer satisfaction

c. Perceptions of service quality

d. Relationship marketing 

The purpose of this chapter is to review the different sources that supports and denies the topic being studied. The study intended to identify the factors that drove customer loyalty and built customer satisfaction in the U.S. retail-banking sector. It focused on the relationship marketing approach to find if the relationship marketing approach was more effective in maintaining customer satisfaction and thus affecting the customers’ perception of service quality.  This literature review would help identify how the study would enhance the topic by filling a gap. 
2.2 Customer Loyalty

While relationship marketing shifts the focus of the marketing exchange from transactions to relationships, it acknowledges that ‘a stable customer base is a core business asset’ (Rowley, J., 2005). The business value of relationship marketing is encapsulated in the concept of customer loyalty. Dick and Basu (1994 cited by Rowley, J., 2005) argue that a customer’s loyalty is determined by ‘the strength of the relationship between relative attitude and repeat patronage’. It has both attitudinal and behavioral elements. According to this, businesses will have to understand which customers 
fit into the loyal category, and exhibit a high relative attitude and a high repeat behavior in respect of their brands. 

According to Jacoby and Chestnut (1978), Solomon (1992), and Dick and Basu (1994), there is a combination of two components that enables distinguishing two types of customer loyalty concepts. The first one is a loyalty based on inertia, where a customer chooses a brand out of mere habit as it takes less effort. This makes it easy for the customer to switch to another brand if there is any convenient reason to do so. The second one is a loyalty based on true loyalty, which is a form of repeat purchasing behavior. This reflects a conscious decision to continue buying the same brand accompanied by an underlying positive attitude and a high degree of commitment towards the brand (Beerli, 2004).

Four categories of loyals are proposed by differentiating between the customers that are inertial in attitude and behavior, and those that have a positive orientation, ‘committed, contented, convenience-seeker, and captive’ (Rowley, J., 2005).  

a. Captive 

Captive customers patronize a brand, service or service outlet either because they have no choice or few opportunities for switching, or when they perceive a high switching cost in terms of finance or convenience. They have neither positive behavior nor a positive attitude. They will have no significant relationship with the brand (Rowley, J., 2005).

b. Convenience-seeker
 The loyalty of a convenience-seeker is driven by various convenience factors. This group of customers do not really hold an attitude about the brand for convenience is their priority. This loyalty highly depends upon lifestyle and delivery options, and switching occurs as they evolve (Rowley, J., 2005).

c. Contented

The contented loyals hold a positive attitude to the brand, they are inertial in their behavior. They share their positive attitude only when someone asks for their opinion. This segment may not be particularly profitable customers for they may hold a wide brand portfolio (Rowley, J., 2005).  

d. Committed 

Committed customers are positive in both attitude and behavior. They make a positive contribution to the ambience of the service experience for other customers. This is important in a service setting where customer-to-customer interaction is an important element of the service experience and add value to the brand. They are resistant to competitor’s attempts to entice them. They barely consider alternate brands as information search and decision making associate with switching is ‘too labour intensive’ and is considered very riksy.  They may react negatively to poor service recovery from a significant failure in service delivery as they expect reciprocal loyalty from the provider (Rowley, J., 2005). 

Heskett, J. (2002) suggests that customer satisfaction and loyalty provide a foundation for high levels of customer lifetime value. They support a range of customer behaviors characterized by mere loyalty, commitment, apostle-like behavior and ownership. A small number of apostles and owners in a customer portfolio can drive all of the profits that should be identified and cultivated. Baumann et al. (2007) suggest that willingness to recommend is best predicted by, ‘overall satisfaction, affective attitude and empathy’. The author also mentions that long-term intentions are predicted by,

a. Affective attitude

b. Overall satisfaction, and 

c. Empathy

and short-term behavioral intentions are best predicted by 

a. Overall satisfaction

b. Responsiveness 

Gremler and Brown (1999) explain how the influence of loyal customers can reach far beyond their proximate impact on the company and the impact is analogous to the ripple caused by a pebble in a pond. They introduce the loyalty ripple effect construct and define it as the influence, both direct and indirect, customers have on a firm through ‘generating interest in the firm by encouraging new customer patronage, or other actions or behaviors that create value for the organization’. They suggest that in addition to the revenue stream, loyal customers may engage in several behaviors that add value to or reduce costs for the firm. The firms that understand and encourage the ripple effect are more likely to realize the value of their customers’ loyalty.
2.3 Customer Satisfaction                                                                                                   

Levesque (1996) points out that for retail banks customer satisfaction and retention are two critical factors. In investigating the major determinants of customer satisfaction and future intentions in the retail banking sector, service quality dimensions such as getting it right the first time, service features such as competitive interest rates, service problems, service recovery and products used are identified. Especially, service problems and the bank’s abilty for an efficient service recovery have a major impact on customer satisfaction and intentions to switch. In a case cited by Reichheld and sasser (1990),a  retail bank increased its customer retention rate by 5 percent and thus increased its profits by 85 percent (cited by Levesque, 1996).  Retention can be achieved through improving customer satisfaction from various activities available to the firm. Levesque (1996) suggests that major gains in customer satisfaction are likely to come from improvements in ‘sevice quality, service features, and customer complaint handling’.                                                                 

Jamal (2002) implies that expert customers are different from novice customers for they may have higher expectations in comparison with the novice customers. The bank managers have to consistently outperform demands and expectations of customers who are increasingly making their own financial decisions. They cannot ignore customers’ expertise as strong differences were found concerning the expertise of the respondents and different business types, education, Internet purchases and occupational groups. Jamal (2002 cites Taylor and Baker, 1994; Patterson and Johnson, 1003; Rust and Oliver, 1994) further explains that expectations for service quality are likely to be based on perceptions of excellence, whereas satisfaction judgments are likely to be based on a broad range of non-quality issues. Some common determinants of customer satisfaction include service quality, expectations, disconfirmation, performance, desires, affect and equity (Churchill and Suprenant, 1982; Glenn et al., 1998; Levesque and McDougall, 1996; Oliver, 1993; Patterson et al., 1997; Spreng et al., 1996; Szymanski and Henard, 2001, cited by Jamal, 2002).                                                                                           Hallowell (1996) argues that the literature pertaining to relationships among customer satisfaction, customer loyalty and profitability can be divided into two groups, service management literature and marketing literature. In the service management literature, it is proposed that customer satisfaction influences customer loyalty, which in turn affects the firm’s profitability. Hallowell suggests that the proponents of this theory include researchers such as Anderson and Fornell (1994); Gummesson (1993); Heskett et al. (1990); Heskett et al. (1994); Reicheld and Sasser (1990); Rust, et al. (1995); Schneider and Bowen (1995); Storbacka et al. (1994); and Zeithaml et al. (1990). ‘Customer satisfaction is the result of a customer’s perception of the value received in a transaction or relationship-where value equals perceived service quality relative to price and customer acquisition costs- relative to the value expected from transactions or relationships with competing vendors’ (Blanchard and Galloway, 1994; Heskett et al., 1990,  Zeithaml et al., 1990 cited by Hallowell, 1996). In marketing literature, it discusses the impact of customer satisfaction on customer loyalty. The marketing literature defines customer loyalty in two in two ways. It defines loyalty as an attitude where different feelings create an individual’s overall attachment to a product, service or organization (Fornier, 1994 cited by Hallowell, 1996). The other definition of loyalty is behavioral which is similar to loyalty defined in the service management literature (Yi, 1990 cited by Hallowell, 1996).                                                                                             

The employees of a business play a critical role in the customer satisfaction factor. It is important for the employees to understand the importance of customer satisfaction and retention. Hansemark and Albinsson (2004) discuss satisfaction from three perspectives: ‘definition of the concept, how to recognize when a customer is satisfied, and how to enhance satisfaction’. They define that in seven ways, ‘service, feeling, chemistry, relationship and confidence, dialogue, complaints and retention’. They found that chemistry, relationship and confidence, dialogue, complaints and retention categories of experience enhanced retention. They remark that, “The strongest connection between retention and satisfaction strategies turned out to be in terms of relationship and confidence”.                                                                                                              

2.4 Perceptions of Service Quality                                                                                           The financial services marketplace is replete with competition where it has become necessary for the business to have a competitive advantage. The widely argued competitive advantage is the quality of service (Berry et al., 1989; Edwards and Smith, 1989; Ross and Shetty, 1985 cited by Galloway, 1996) rendered especially with the increasing degree of consumer awareness (Lewis and Entwistle, 1990 cited by Galloway, 1996). To maintain its market position, a favorable image is viewed as a critical aspect for a company (Worcester, 1997 cited by Bloemer et al., 1998). Image has been related to core aspects of organizational success (Granbois, 1981, Korgaonkar et al., 1985 cited by Bloemer et al., 1998). Bloemer et al. (1998) comment that image has been treated as a “gestalt”, reflecting customers’ overall impression. Sirgy and Samli (1989 cited by Bloemer et al., 1998) report that there is a direct positive relationship between image and loyalty. The link between image and loyalty is mediated by customer evaluative judgments based on their quality perceptions. Hence, according to Bloemer et al., (1998), image determines the nature of consumer expectations which in turn are a decisive influence on the formation of quality perceptions.                                                         There are several studies that have found the differences in the perceptions of service quality or in behavioral responses among different market segments. Surprenant and Solomon (1987 cited by Roberts et al., 2007) examine the personalization in service industries, where as Garland (2005 cited by Roberts et al., 2007) develops eight customers segments and discusses service strategies across groups. Different customer groups respond differently to different elements of service quality (Yavas et al., 2004 cited by Roberts et al., 2007). That difference is the same among customers across countries (Glaveli et al., 2006 cited by Roberts et al., 2007).                                   

 Service consists of an outcome and a process element where outcome may be some kind of achievement at the customer end and process is the interaction that happens between the customer and the service provider, could be a machine or a front line employee. Galloway (1996) identifies the three dimensions of service quality (Lehtinen and Lehtinen cited in the Le Blanc and Nguyen, 1988), ‘quality - equipment, premises, tangibles; quality - image and profile of the organization; quality - customer contact with service personnel and other customers’. This study focuses on the latter two dimensions of service quality, (Gronroos,1988 cited by Galloway, 1996) The five key determinants of service quality: ‘professionalism and skills (technical, outcome related), reputation and credibility (image related), behaviour and attitudes, accessibility and flexibility and reliability and trustworthiness (all functional, process related)’. The SERVQUAL model of Parasuraman et al. (1988 cited by Galloway, 1996) consists of the five dimensions of service quality - Tangibles, Reliability, Responsiveness, Assurance and Empathy.  

Jerome and Kleiner (1995) state that people are vital to the success or failure of services because the relationships established today in a business are between the organization, employees and its customers. Service is important in the banking industry for the employees deliver the service with direct contact to customers on a daily basis. There is a shift in the management and measuring success when the service companies place their employees and customers first. The management team of top-level executives spends more time in ‘the new economics of service, frontline workers and customers’ as they need to be the center of management concern.                                                       

2.5 Relationship Marketing                                                                                                  

The relationship marketing approach focuses on ongoing customer relationships. The main aim of the relationship marketing approach is to gain and foster customer loyalty (Gremler and Brown, 1999 cited by Guenzi et al., 2004). In service oriented business, the quality of relationships maintained between customers and the frontline employees incorporates both a professional and a social dimension which can contribute to the overall customer’s perception of quality of the service provider (Guenzi et al., 2004 cites Gummesson, 1987).                                                                                                                       Iacobucci and Ostrom, (1996 cited by Guenzi et al., 2004) identifies firm-to-firm, individual-to-individual and individual-to-firm relationships.  While the first type is mainly concerned with inter-organizational phenomena, the other two involves interpersonal interactions between customers and other individuals and customers’ familiar of the organization in general. Buendapudi and Berry (1997 cited by Guenzi et al., 2004) and Gwinner et al, (1997 cited by Guenzi et al., 2004) distinguish relationships on the basis of the subjects that are linked. They suggest that if a consumer-centric perspective is adopted, then the relationships that are identified are customer-to-firm, customer-to-brand, customer-to-product/service, customer-to-employee and customer-to-customers to explore their impact on customer –to-firm relationship. In this study, the focus is on customer-to-employee relationship to identify how it affects the customer-to-firm/brand relationship and their perceptions of service quality. Interpersonal relationships are considered a key element as the communal relationships between customer and service personnel has a positive impact on customer-to-firm relationships (Czepiel, 1990; Berry, 1995 cited by Guenzi et al., 2004).                                           There are many articles that support the importance of relationship marketing and recommends that to service industries. Several studies have demonstrated the positive association between relationship marketing strategies and business performance empirically (Naidu et al., 1999;  Palmatier and Gopalakrishna, 2005 cited by Leverin, 2006). In banking context, Keltner (1995 cited by Leverin, 2006) found that German banks managed to maintain a stable market position during the 1980s and early 1990s as a consequence of relationship oriented banking strategies. The situation was totally different for the American banks. Bennett, H. et al (2002) addresses ‘the key issues associated with the implementation of relationship culture in the context of a leading and long established banking institution’. The authors suggest that the successful implementation of their recommended program depends on the support of senior management and their commitment to bring about the envisioned changes.                   

 Leverin (2006) puts forth the arguments of Berry (1995), Liljander and Strandvik (1995) that relationship marketing will not automatically lead to strong customer relationships. It will exhibit different levels of relationship closeness and strength. For relationship marketing strategies to be attractive, it should enhance cstomers’ perceived benefits of engaging in relationships (O’Malley and Tynan, 2000 cited by Leverin, 2006). It has been suggested that not all customers would want to engage in relationships when there is an increase in self-service technologies such as Internet banking and ATM transactions (O’Loughlin et al., 2004 cited by Leverin, 2006). Leverin (2006) investigated the relationship marketing strategy of a retail bank in Finland and found that no significant differences were found between the segments on customers’ evaluations of the service relationship or their loyalty towards the bank.                                                                                                               

Walsh et al. (2004) state that in addition to more traditional or transaction-marketing practices, there is evidence to suggest that contemporary retail banks are engaging in relationship-marketing activities (Alexander and Colgate, 2000; Carson et al., 2004; Lee, 2002; Storbacka, 1997). They suggest that retail banks need to ensure that appropriate relationship-marketing management decision-making and implementation is happening to support and facilitate this activity (Bennett and Durkin, 2002; Gronroos, 1999, 2004 cited by Walsh et al., 2004). In relationship marketing, since the managerial focus is on individual customer profitability and the benefits are derived from the customer relationships, the emphasis is primarily on interactive marketing activities with the aim of establishing, developing and maintaining co-operative customer relationships for mutual benefit (Coviello et al., 1997; Gronroos, 1997, 2004; Gummesson, 1987, 1999; Webster, 1992 cited by Walsh et al., 2004).                                                                                  

Bove and Johnson (2000) state that strong customer relationships with a firm’s service personnel will lead to true customer loyalty to the service firm because positive attitudes towards service staff are directly transferred to the firm. When a strong relationship is developed between the customer and one particular service worker, true loyalty to the service firm will be due to the high personal loyalty and will be dependent on the continued availability of the service worker. They identify potential antecedents of relationship strength to encourage relationship development between high value customers and service personnel. They are ‘the amount of perceived benefits/rewards the customer receives from the service worker, the age of their relationship, the service contact intensity, the customer’s perceived risk in acquiring the service, the customer’s interpersonal orientation and the service worker’s customer orientation as perceived by the customer’.                                                                                                                    Word-of-mouth (WOM) communication can be effective if it is from an existing customer to a potential customer. Positive word-of-mouth communication is often the most creditable method of stimulating business for firms as the referrals may be encouraged through cultivation of interpersonal bonds between employees and customers. Gremler et al. (2001) find that the presence of interpersonal relationships between employees and customers is significantly correlated with customer WOM behavior.                                                                                                                                    

2.6 Conclusion                                                                                                                           

Chapter 2 presented a literature review of key concepts in this study, ‘customer loyalty, customer satisfaction, perceptions of service quality and relationship marketing approach’. There are several studies and articles on the relationship of all of the above concepts. In spite of that, no study was prevalent on the U.S. retail banking to compare the customers’ and the bank management’s perceptions. While Keiningham (2007) suggests that just the recommendation intention alone is not sufficient to predict customers’ future loyalty behavior, Bennett, H. et al. (2002) stress the importance of the support of senior management and their commitment for the successful implementation to bring about the changes. This study focused on the personal banking customers in the U.S. retail-banking sector and compared their perceptions of loyalty with the management’s perceptions of customer loyalty. The relationship marketing approach of the U.S. banks and how it affected the customers’ perceptions of service quality and thus enhanced the customer satisfaction was found through a research. Chapter 3 presents the methodology used in this study for the research. 

CHAPTER 3 (2150 Words)
Research Methodology

3.1 Introduction

The Research Methodology chapter presents the theoretical orientation and the research design of the dissertation. The research design section of the chapter includes objectives of the research, quantitative research, qualitative research, validity of the research, reliability of the research, and ethics and confidentiality. 

3.2 Theoretical Orientation

The major theory that guides this dissertation is the service quality theory, SERVQUAL developed by Parasuraman et al. (1988 cited by Baumann et al., 2007).  SERVQUAL provides a technology for measuring and managing service quality. It measures customers’ expectations of what a service provider should provide in the industry and their perceptions of how a given service provider performs against these criteria (Buttle, 1996:8; East, 1997:201 cited by Baumann et al., 2007). It has been said that SERVQUAL is an insightful and a practical framework to use in service quality management (Christopher, Payne & Ballantyne, 2002:177 cited by Baumann et al., 2007).                   

Despite all the benefits of the theory, SERVQUAL has been criticized for diverse reasons and one particular criticism is the scale’s comparison of a customer’s expectations and their perceptions. Cronin and Taylor (1992 cited by Baumann et al., 2007) suggest that it is not necessary to include a customer’s expectations and argue that modeling perceived performance is sufficient.  This argument is true, for customers’ expectations differ from various demographic variables and what matters is the consistent performance of the organization.                    

The dissertation uses SERVQUAL as a basis to some extent to measure service quality with the banking sector and examine its relationships with customers’ affective attitude and overall satisfaction. The study follows Brady et al.’s (2002 cited by Baumann et al., 2007) approach and focuses on measuring the perceived performance alone.       

3.3 Research Design

A Quantitative research was conducted using an online survey questionnaire. A qualitative research was conducted in the form of interviews with the HSBC management team. Some of the factors that were considered, to understand the impact that relationship marketing approach, customer satisfaction and service quality have upon consumer loyalty were included in the survey-based questionnaire for the U.S. banking customers and the structured questionnaire for the interviewees. In designing the questionnaire for both the survey and the interviews, the following were considered and are discussed further below.  

3.3.1 Objectives of the Research

The objective of the research was to identify the factors that affect customer loyalty in the U.S. retail banking and build customer satisfaction. The research also aimed to find if the relationship marketing approach was effective in maintaining customer satisfaction that affected the customers’ perceptions of service quality.

3.3.2 Quantitative Research

Quantitative method, sometimes referred to as the ‘scientific method’ is based on ‘the collection of facts and observable phenomena, and scientists use these to deduce laws and establish relationships’ (White, B., 2000:46). 

The quantitative research was performed in the form of a web-based survey questionnaire, which included some open-ended questions for a better understanding of the customer’s perceptions. The application of ‘triangulation’, a mix of both qualitative and quantitative, was expected to provide the best results for the study topic (White, B., 2000:46).

The two types of interpretation with quantitative research methods are descriptive statistics and inferential statistics. The descriptive statistics includes tables, charts and diagrams for the analysis whereas the inferential statistics involve complex mathematical procedures and statistical tests of significance (White, B., 2000:46). The study had used descriptive statistics in the form of tables to present the results of the survey. 

The Questionnaire Design

The questionnaire designed for the survey included multiple-choice, open-ended and closed-ended questions.  There were questions for rating which also had a comment section for the respondents to further explain their reason for providing a certain rating for the specific question. 

The very first question was to identify if the respondent was from the U.S. or from a different location. The chances of respondents being from different locations were high due to the fact that the students of the University of X were from different parts of the world. In order to filter the responses of the U.S. respondents from the others, this question was included. 

The respondents were given an option to provide the name of the bank. The question to identify if their bank was local, national or global was included to analyze if the nature of the bank really had any significance in the customers’ expectations and perceptions. 

The questions on the length of the customers’ relationship with the bank, rating the qualities of the bank’s employees such as friendliness, knowledge, helpfulness and confidence were included in the management interview questionnaire as well. It helped compare and contrast the customers’ and the management team’s perceptions.

To identify the customers’ take on the bank’s effort to identify their needs and offering a product or service, a question was included to rate the overall usefulness of the recommendation. The same question was posed to the management team to view their perspective.

With service recovery being an important aspect of service-oriented businesses, the efficiency of handling complaints and issues was addressed in a question. Customer loyalty being understood as referring the business to family and friends, a rating question approached the likelihood of the respondent recommending their bank to their family and friends. The question on their overall satisfaction with their respective banks included a comment section for the respondents to explain further. The respondents were asked their preference channel for interacting with their bank. The question also had a comment section for the respondents to elaborate for better understanding. The last two questions were open-ended questions that asked about the services and features that they like the most in their bank, and a general question on their expectations for the bank to improve its performance.

Data Collection Methods

The data was collected from the customers through a web-based survey questionnaire. The website www.surveymonkey.com provided the facility to design the questionnaire from scratch. It provided a link that would lead to the survey website. The link was posted in the American Marketing Association’s list serve ELMAR and also in the Embanet Student Dissertation chat room folder of the University of X. The survey was available for the participants for five weeks. Descriptive statistics was used to describe the basic features of the data. It was being used to describe ‘what is or what the data shows’ (William M.K. Trochim, 2006).  
Pilot Study

A pilot study was conducted for the survey with five respondents to understand, if the questionnaire was easy to follow and if it provided the answers required to perform the research effectively. Based on the feedback from the respondents, the original questionnaire was reduced from 27 to 14 questions with more options for the respondents to share their opinion. The results of the pilot were not included in the analysis since the questions were significantly changed at the end of the pilot study. The pilot study helped identify any flaws in the questionnaire before the full-scale study and make necessary changes for a flawless full-scale study.

3.3.3 Qualitative Research

Qualitative research is a ‘staple form of research’ and is ‘a descriptive, non-numerical way to collect and interpret information’. Of the number of different qualitative techniques that have evolved over the years are ‘interviews, observation and the use of diaries’ (White, B., 2000:28). The qualitative research was performed in the form of interviews with the HSBC management team to identify their perceptions on customer loyalty. 

The Interview Design

The interview questionnaire had questions ranging from the interviewee’s role at the bank to their varied experiences with customers in their banking career. The interviewees were asked to define customer loyalty and a satisfied customer. A closed-ended question was included as how many years would they suggest that a customer be with the bank to be called a loyal customer. That was followed by questions as how would they create customer loyalty, how would they maintain that created customer loyalty and the challenges involved in maintaining customer loyalty and avoiding dissatisfaction. They provided examples for better understanding. The management team members were asked to mention a loyal customer’s behavior. They were also asked their opinion on off shoring the customer service and the Mystery Shop program. 

There were questions included in the management interview questionnaire from the survey questionnaire to compare and contrast the perceptions of both the customers and the management team. It included questions about their view about being proactive in identifying needs and suggesting a product or service to a customer; rating the qualities of the employees, such as friendliness, knowledge, helpfulness and confidence, from the customers’ perspective; importance of customers recommending the bank to their family and friends.

Data Collection Methods

The management team’s perceptions in customer loyalty were performed through a series of interviews with each member individually. Interviews are more personal form of research than questionnaires, for the interviewer interacts with the respondent one on one. It gives the interviewer the opportunity to probe and ask follow up questions. Interviews are easier for the respondents for they provide their opinions and impressions (William M.K. Trochim, 2006). When the management team was informed of the study, they accepted the invitation for the interview with much enthusiasm to share their views and ideas based on their experiences. The interviews to understand the perceptions of the HSBC management team were conducted in ‘actual and everyday settings’ (White, B., 2000:28).

Pilot Study

The pilot study performed with one interviewee to formulate the questions for the structured interview, helped find the time required and was included in the analysis. It would not affect the total analysis but only add more value to it (White B., 2000:31). 

The pilot study proved helpful in designing the questionnaire for the interviews. 

3.3.4 Validity of the Research

Validity of the research  ‘is concerned with the idea that the research design fully addresses the research questions and objectives’ that the researcher is trying to answer and achieve (White, B., 2000:25). As the literature review section revealed, the relationships between customer satisfaction, loyalty, relationship marketing approach and service quality were all focused in the research. 

The internal validity of the questionnaire was improved by asking the respondents of the pilot study ‘for feedback to identify ambiguities and difficult questions; record the time taken to complete the questionnaire and decide whether it is reasonable; discard all unnecessary; difficult or ambiguous questions; re-word or re-scale any questions that are not answered as expected’ (Van Teijlingen et al., 2001). Based on the feedback, the survey questionnaire was significantly improved for its simplicity.
3.3.5 Reliability of the Research

White, B. (2000:25) suggests that ‘reliability is about consistency and research, and whether another researcher could use your design and obtain similar findings’, though the interpretation and conclusions will be different of the individual researcher’s judgment. 

The fact that the respondents of the survey were willful respondents from different walks of life within the researched demographic region, the U.S., the results could be generalized to the U.S. customers. In the same manner, though the interviewees work for the same bank, their shared ideas were not of the bank that they worked for. They represent a U.S. banker’s perspective. Hence, the interviewees’ opinions could be generalized for the U.S. bankers’ perspective on customer loyalty. This study can be reproduced under a similar methodology with no difficulty and hence it is considered reliable.
3.3.6 Ethics and Confidentiality

The participants of the survey were the users of the list serve ELMAR provided by the American Marketing Association and the Embanet Student Dissertation chat room folder of the University of X. There was a brief message provided with the survey link to give an idea of the purpose of the survey, its confidentiality and the time it would take to complete it. This allowed the users to decide if they would want to participate in the survey or not. A detailed introductory message (Appendix II) was provided in the first page of the survey to claim that the intention of the survey was for the academic purpose alone. Also, the message assured the respondents that their responses would remain highly confidential. 

The interviewees of the management team of HSBC were also provided the assurance that the ideas and opinions that they share were solely for academic reasons and would remain confidential. Their identities were not fully provided in the appendices and only their roles within the bank were provided. They were informed that they were not representing HSBC in sharing their views but their own in regards to the banking industry in general, based on their experiences.

3.4 Conclusion

Having explained in detail the choice of techniques, methods used to collect data, pilot study, the interpretation of results, the choice of questions in both the survey and the interviews and the design of the questionnaire, the following chapter provides the results of the data analysis.

CHAPTER 4 (7035 Words)
Results and Discussion of Research Findings

4.1 Introduction

Results and Discussion of Research Findings chapter provides the summary of the survey results, summary of the management interviews and then presents a discussion based upon the results. The chapter also compares and contrasts the customers’ perceptions with the management team’s perceptions.

4.2 Results 

Of the fifty-five respondents who started the web-based survey questionnaire forty-six respondents completed. Since there were optional questions available for the respondents, the number of respondents to each question differs. Hence each question and the comments pertaining to that question are analyzed individually. The six management interviewees are presented as M1 (Branch Manager 1), M2 (Assistant Branch Manager), M3 (Financial Advisor), M4 (Consumer Banker), M5 (Branch Manager 2) and M6 (Administrative Manager).

4.2.1 Summary of the Survey Results 

The first question was to identify if the respondent was from the U.S. or from a different nation. One hundred percent of the respondents were from the U.S. The topic and the introductory note clearly explained the fact that the focus of the study was on the U.S. banking customers alone. The respondents made sure that they were the U.S. based customers. Of the 55 respondents, 17 (32.1%) were male and 36 (67.9%) were female. Two respondents skipped the question.

There were 29 respondents who provided the names of their banking institutions whereas 26 respondents skipped the question. The following Table 4.1 presents how the respondents categorized their bank. 

	
	Response Percent
	Response Count

	Global
	43.6%
	24

	Local
	18.2%
	10

	National
	38.2%
	21

	 
	 
	answered question
	55


Table 4.1 Source: Author (2008). Banks Categorized at Operating Level

The length of relationship that the respondents had with their current bank is presented in Table 4.2.

	                                               
	0-2 Yrs
	2-5 Yrs
	5-10 Yrs
	10 Yrs and Above
	Response Count

	                                                No. of Respondents
	10
	14
	13
	18
	55


Table 4.2 Source: Author (2008). Survey Respondents’ Length (Years) of relationship with their current bank.

The respondents were asked to rate the qualities of the employees such as friendliness, knowledgeable, helpfulness and confidence on a scale from 1 to 10 where 10 was the highest and 1 was the lowest. Table 4.3 presents the respondents’ ratings for each category and the rating average for each category.

	Employee Qualities
	Rating Average
	Response Count

	Friendliness
	8.634615
	52

	Knowledgeable
	8.326923
	52

	Helpfulness
	8.596154
	52

	Confidence
	8.576923
	52

	 
	 
	answered question
	52


Table 4.3 Source: Author (2008). Survey Respondents’ Ratings on the Qualities of Bank Employees.

A close-ended question on finding out if the respondents liked when the bank was being proactive in identifying their needs and suggesting a product or service was answered by 52 respondents. 9 respondents provided additional comments whereas 3 respondents skipped the question. Table 4.4 presents response percent.

	
	Response Percent
	Response Count

	Yes
	65.4%
	34

	No
	34.6%
	18

	 
	 
	Comments
	9

	 
	 
	    answered question
	52


Table 4.4 Source: Author (2008). Survey Respondents’ Liking of the banks being proactive.

The respondents were asked to rate the usefulness of the recommendations of the bank employees of a product or service based on them determining the needs of the customers on a scale from 1 to 10 where 10 was extremely useful and 1 was not all useful. Table 4.5 provides the rating average of the respondents.

	
	Rating Average
	Response Count

	Determine needs and recommendations
	6.653846
	52

	 
	 
	answered question
	52


Table 4.5 Source: Author (2008). Usefulness of the Employees’ Recommendation of Bank’s Products or Services.

The question on rating the efficiency of the respondents’ bank in handling complaints and service issues was answered by 52 respondents. Table 4.6 presents the rating average that the respondents had provided on a scale from 1 to 10 where 10 was extremely useful and 1 was not all useful.

	Answer Options
	Rating Average
	Response Count

	Handling of complaints and service issues
	8
	52

	 
	 
	answered question
	52


Table 4.6 Source: Author (2008). Efficiency of Handling the Complaints and Service Issues.

The respondents rated from a scale of 1 to 10 where 10 was extremely likely and 1 was not all likely for the likelihood of recommending their current bank to their family and friends. Table 4.7 presents the rating average.

	Answer Options
	Rating Average
	Response Count

	Likelihood to recommend
	8.134615
	52

	 
	 
	answered question
	52


Table 4.7 Source: Author (2008). Survey Respondents’ Likelihood to Recommending the Bank.

Table 4.8 provides the respondents rating for the overall quality of service in their current bank. 13 respondents had provided reasons for their rating.

	
	Response Percent
	Response Count

	Excellent
	43.5%
	20

	Good
	41.3%
	19

	Satisfactory
	10.9%
	5

	Poor
	4.3%
	2

	 
	 
	Reason for your rating
	13

	 
	 
	answered question
	46


Table 4.8 Source: Author (2008). Overall Quality of Service of the Survey Respondents’ Bank.

The respondents were asked how they would prefer to do their banking. The options provided were interpersonal relationship (Branch Personnel), independent management (ATM/Debit/Internet Banking) and Telephone Banking. Table 4.9 presents the response percent for each category. 15 respondents had provided additional comments.

	
	Response Percent
	Response Count

	Interpersonal relationship (Branch Personnel)
	52.2%
	24

	Independent management (ATM/Debit/Internet Banking )
	73.9%
	34

	Other (Telephone Banking)
	8.7%
	4

	 
	 
	Comments
	15

	 
	 
	answered question
	46


Table 4.9 Source: Author (2008). Survey Respondents’ Banking Preference.

The response count to an open-ended question on the services and features that the respondents liked the most in their bank was 46. Another open-ended question (optional) on providing additional comments about the respondents’ current bank and their expectations for their banks to improve its performance was answered by 42 respondents. 

Summary of Additional Comments

The respondents’ comments on the question if they liked when the bank was proactive in identifying their needs and suggesting a product or service, varied from appreciating the fact that the bank looked out for them and kept them informed of promotions to totally against the banks trying to up sell the customers something constantly.

The comments that the respondents provided for the quality of service they received in their bank focused on different things. However, most of the comments were on the customer service and the performance of the employees. Of the thirteen comments, ten of them were appreciating the fact of being provided a very good customer service by the employees. More than one respondent had mentioned the helpfulness of the employees.

Fifteen respondents had provided comments on their preferences as how they would like to interact with their bank or their bank personnel. The options provided for them were interpersonal relationship (branch personnel), independent management (ATM/Debit/Internet banking) and other options such as telephone banking. Almost one third of the respondents stated that they did not prefer banking in the branch for reasons such as not liking to interact with someone and poor customer service. Majority of the respondents preferred Internet banking for its convenience. A respondent’s comment specified that the 1800 toll-free number was not efficient which forced the respondent to visit the branch to resolve an issue.

There were forty-six comments on the services and features that the respondents liked most in their bank. Most of the respondents mentioned the convenience of Internet banking. The other services and features were ‘free’ checking accounts, ‘free’ cashier’s checks, fees being waived, good customer service and convenient locations. 

 For the optional question to provide comments about their bank and their expectations for their bank to improve its performance, forty-two respondents had listed their suggestions. The comments ranged from customer service skills to fees, enhancing the existing servicing functions such as ATM, reducing the processing time for payments, improving the centralized telephone customer service, knowledgeable staff, etc.

4.2.2 Summary of the Management Interviews

 The interview questionnaire though had some common questions, there were additional questions with some interviewees. Hence some responses did not have all the interviewees’ responses but only the ones the question was addressed to.

Satisfied Customer and Customer Loyalty

M1 defined an average customer to be intelligent, knowledgeable and demanding for the customer knows what they want. 

According to M2, a satisfied customer was someone who would come back to them, would refer the bank to others and be happy to stay with the bank. A loyal customer would make his or her branch location their first priority in the event of a need of a service. 

A satisfied customer to M3 was someone who would be treated professionally with their best interest at heart and also who would ask the bank representative a question not directly related to the bank but a different area and making the bank as their first choice as they would value the bank representative’s opinion. The loyal customers were the ones who would stay with the bank even when they experienced any dissatisfaction as a temporary situation. 

For M4, a satisfied customer is one who does business with the bank in the future and seeks the bank’s service again and again.

M5 defined a satisfied customer as one who would have ‘wow’ experiences every time and a loyal customer as one who would think of the bank for their financial needs.

According to M6, a satisfied customer was self-serving and would not visit a branch unless the customer had any problems or issues that would need to be resolved. A loyal customer was one who would refer the bank to family and friends and thus become the advocates of the bank.

Table 4.10 provides the interviewees’ suggestion of the number of years that a customer should stay with the bank to be called a loyal customer.

	Management Interviewees
	No. of Years

	M3
	5

	M4
	5-10

	M5
	2

	M6
	5


Table 4.10 Source: Author (2008). Timeframe to be called a loyal customer

Creating Customer Loyalty

M1 stated that it was very difficult to find customer loyalty. With good customer service, good follow up and staying in touch with the customer at least once a quarter would help create a loyal customer.

With M2, meeting the customers’ needs could create customer loyalty, following up on their customer service issues, treating their issues as own issues and taking ownership to provide a full service.

M3 suggested that being an active listener, providing solutions based on the customer’s needs and being straight forward as what kind of services he would be able to provide to create a set of reasonable expectations were the ways to create a loyal customer.

M4 also stated as M3 where listening to customers’ needs and providing them service based on their needs would create customer loyalty. 

According to M5 exceeding customers’ expectations consistently would create customer loyalty, which would make them think of the bank first.

M5 suggested that working on deepening the customer relationship with the bank would help identify their needs and thus create customer loyalty. The customer could approach the same representative repeatedly expecting the consistent good service.

Maintaining Customer Loyalty

M1 suggested that staying in touch with the customer was the only way to maintain the created customer loyalty, whereas with M2, it was possible by continuously anticipating and meeting the customers’ expectations. M3 also stated the same as M1 and M2 where customer loyalty could be maintained only through continuous communication to review their needs. According to M3, the frequency to stay in touch with the customer was once in four months if the customer preferred it to the regular follow up of once a year. M4 being a Consumer Banker, who provides services for mass market, also stated the same as M3. Touch base with customers for life events and other service calls such as CD renewals were good ways to stay in connection with the customers. Consistently delivering superior service was the way to maintain customer loyalty for M5. For M5, it was the same as M5 and other interviewees, consistent good performance and following up within 48 hours to provide the customer an update were the ways to maintain customer loyalty. 

Challenges in Maintaining Customer Loyalty

Consistently the interviewees mentioned that the rates offered for the products were very challenging for a price sensitive customer and the customers are very demanding in getting the best market rate available. For M1, due to the role, there was no specific group to focus but several groups of customers and hence lack of time was the biggest challenge. 

M2 mentioned the fees charged on the customers’ account, the 1-800 toll free service line and some stringent polices were the challenges in maintaining the created customer loyalty. 

M3’s biggest challenge was to contact the customer and had the customer available for the follow up for it is important to take care of their needs before one of the competitors got hold of the customer’s situation. 

For M4, competition from other banking institutions in the neighborhood was the main challenge. 

M5 got more specific for the challenges in maintaining customer loyalty, such as bank policies and procedures; staffing issues; spending more time on manual tracking of employee performance using several systems, etc. 

M6 also provided the challenges in maintaining customer loyalty. When the representative was limited in helping the customer, it did hurt the relationship that had been built over time. Also when there was a change in staff in the branch that a customer visited frequently, it became difficult for both the customer and the new employee to establish and build the relationship all over again, especially if the customer had sought the service of a specific representative all the time.

Challenges in Avoiding Dissatisfaction

Almost all the interviewees mentioned the offering of rates for their products as a challenge and it was something that they could do nothing about.

M1 considered it a challenge to motivate the employees to keep up with the company standards. 

M2 suggested that listening to understand their expectations, doing the best and following up would avoid dissatisfaction. In the event of dissatisfaction, providing the customer with a satisfactory explanation would ease the situation. 

M3 as said before insists on setting reasonable expectations would help avoid dissatisfaction in the first place. It would help minimize the damage if a situation arose when a customer was dissatisfied. 

M4 provided a specific example to better explain the challenge. If a customer was dissatisfied due to the charges that he/she had received, explaining to them that with better relationship accounts they could avoid those fees and thus encouraging them to bring their other assets to the primary bank. 

M5 repeated the same as mentioned by other interviewees that better communication was the way to avoid any dissatisfaction. 

Being proactive instead of being reactive would help avoid dissatisfaction according to M6. Again, follow up was very important for customers appreciate the fact that the representative was working on their issue to get it resolved.

Proactive in Identifying Needs

M1 acknowledged the fact that many customers do not like to be asked or called. But mentioning to the customers that the bank would call them at least once a year for a follow-up or promotions, helped avoid the surprise when the customers did receive a call from one of the bank representatives. 

M2 suggested that the representative should listen before providing the customer with solutions. Also when the representative brought an awareness of a product or service that would help the customers who were open to the proactive measures. The most important of all was that the recognized need and the provided solution should be appropriate. 

M3 indicates that it was the bankers’ responsibility to make sure that they fulfill their fiduciary responsibilities by communicating with the customers their mission without making them feel that the bankers were being pushy. For in M3’s job role, if a certain option was not discussed and if something happened against to what the customer had expected, the bank would get into trouble and could even be sued. 

M4 stated that when the bank sent out mailing information for a promotion, placed signage in the branch locations, advertised in the media, and listened to the customers’ needs all would lead to offering the customers the products they needed. 

M5 shared the same opinion as of M3 for M5 considered it disservice if the bank was not proactive to meet the customers’ needs.

M6 had the same view as of M2 and M4 where a product or service should be offered to a customer based on their needs; with promotions, product awareness was increased. 

About Mystery Shop program, both M5 and M6 feel that it was a way to make sure that there was a consistent approach for the employees to better serve the customers.

Employee Qualities

From the customers’ perspective, the interviewees rated the qualities of a bank employee from a scale of 1 to 4 where 1 was the most important. Table 4.11 provides the rating each interviewee gave for the qualities such as friendliness, knowledge, helpfulness and confidence and Table 4.12 provides the rating average for each of the qualities.

	                                        Interviewees     
	Friendliness
	Knowledge
	Helpfulness
	Confidence

	                                                M1
	1
	1
	1
	1

	M2
	2
	1
	3
	4

	M3
	1
	1
	1
	2

	M4
	2
	1
	2
	1

	M5
	2
	1
	3
	3

	M6
	1
	3
	4
	2


Table 4.11 Source: Author (2008). The management team’s Ratings for employee qualities

	                                             
	Rating Average

	Friendliness
	3.50

	Knowledge
	3.67

	Helpfulness
	2.67

	Confidence
	2.83


Table 4.12 Source: Author (2008). The Rating Average.

Importance of Customers Recommending the Bank

The interviewees unanimously stressed the importance of the customers recommending the bank for their friends and families as it was very effective and increased the customer base. M3 suggested that unless someone asked the customer to provide a name, people were not comfortable enough to recommend on his or her own. 

Enhancement of Services and Features 

With the enhancement of services and features, the interviewees answered for their own bank’s performance. There were suggestions to improve the banking experience of their banking customers. The suggestions that were commonly mentioned were the improvement in the 1800 toll free customer service, Internet banking showing the real time transactions as it would be convenient for the customers to keep track of their accounts. Updating the Internet banking on a real time basis would eliminate most of the service issues that the bank representatives deal on a daily basis.

M1 suggested that credit lending for businesses were overly secured and the bank should act like a ‘big bank’. M3 explained that further by stating that the bigger the institution, the more it lost its ability to quickly react to local competitive situations.

M5 had quite a few suggestions. From an employee perspective, M5 stated that the internal software systems should be streamlined for it was difficult to go through different systems. Improvement in the ATM performance, having one password for accessing various systems, providing privacy for the customers and suggestions for internal customer service were all included.

M6 pointed out the importance of using technology as competitive advantage and educating the customers to use other channels such as Internet banking for better performance.

4.3 Discussion of Research Findings

This section of the chapter compares and contrast, the customers’ perceptions and the management team’s perceptions of customer loyalty with the literature review. The survey results and the management interviews present the perceptions of customer loyalty of both the customers and the management team respectively.

4.3.1 Customer loyalty and Perceptions of Service Quality

Under this topic, the discussion comprises of the length of relationship that the respondents have with their respective banks, their intentions to recommend their banking institution for their family and friends, the importance of different qualities present in the employees of the bank, the five dimensions defined in SERVQUAL, the importance of the empathy dimension in SERVQUAL, and the importance of image of an institution are all discussed from different perspectives.

Number of Years With the Bank & Recommending the Bank to Family and Friends

Three of the four management team interviewees would call the customers, loyal if the customers had stayed with their respective banks for over 5 years. Of the fifty-five respondents, thirteen respondents had stayed with their bank for over 5 years whereas; eighteen respondents had stayed for over 10 years. Approximately fifty six per cent of the respondents could be called loyal customers according to the management team. The respondents’ likelihood of recommending their bank to their family and friends being 81.35% shows the respondents’ overall satisfaction with their bank. Although most of the interviewees unanimously stressed the importance of customers recommending the bank to their family and friends, one interviewee suggested that the customers would not provide recommendations unless they were asked for. 81.35% is a good average for the customers to be recommending which shows that most of the banks are staying focused in keeping their customers satisfied and loyal to their banks.

Baumann et al. (2007) for predicting long-term behavioral intentions (i.e.), ‘the extent to which a customer plans to remain a customer of the bank’, uses five-year time frame. In this study, the same five-year time frame was used to understand the customers’ loyal behavior. In this tough market conditions, it is a challenge to retain an existing customer. In spite of that, fifty six per cent of the respondents had been with their banks for over five years. The average of 81.35% is an impressive percentage for the customers’ likelihood to recommend their bank to others.  

Recommending a product or service is basically positive word of mouth (WOM) communication from a marketing perspective where the customers do expecting nothing in return from the service provider. Westbrook (1987:261 cited by Gremler et al., 1999) states that word-of-mouth communications “consist of informal communications directed at other consumers about the ownership, usage, or characteristics of particular good and services and/or their sellers”. Gremler et al. (1999) further explains that WOM communication can be influential in a consumer’s purchase decision, especially important in purchases pertaining to services. Personal recommendations provided about ‘service providers are often very influential in consumers’ purchase decisions’. The power of WOM was acknowledged unanimously by all the interviewees as it is ‘important for those services which potential customers have high levels of perceived risk, which can be alleviated by asking a friend for advice’ (Heskett et al., 1997, cited by Gremler et al., 1999).

SERVQUAL Dimensions and Employee Qualities

Valerie Zeithaml, A. Parasuraman, and Leonard Berry (Lovelock et. al, 2005:430) identified ten criteria that the consumers use in evaluating service quality and then consolidated them into five broad dimensions, ‘tangibles, reliability, responsiveness, assurance, and empathy’. In this study, the employee qualities of knowledge, confidence and friendliness come under assurance; and helpfulness comes under responsiveness. Empathy consists of ‘easy access, good communications, and customer understanding’; and reliability consists of ‘dependable and accurate performance’ (Lovelock et al., 2005:430). The above team developed SERVQUAL a technology to measure and to manage service quality (Buttle, 1996 cited by Baumann et al., 2007).

The below Table 4.13 presents the employee qualities in the order set forth by both the management team and the respondents based on the above Table 4.12 and Table 4.3. The respondents’ rating for each of the qualities does not vary widely. They range between 8.32 and 8.63 on a scale of 10. However, the management team’s rating for each of the qualities has a significant difference. ‘Knowledge (3.67) and friendliness (3.50)’ top their list on a scale of 4 where as ‘confidence (2.83) and helpfulness (2.67)’ are not close enough to the other two qualities. 

	                                            Management 
	Customers

	Knowledge
	Friendliness

	Friendliness
	Helpfulness

	Confidence
	Confidence

	Helpfulness
	Knowledge


  Table 4.13 Source: Author (2008). Comparison of Employees’ Qualities.

From the management’s perspective, knowledge was very important for the employees’ performance for only then they would be able to identify the needs of the customer and recommend appropriate products or services. Friendliness was equally important for the employees, as they should be approachable by the customers. Smiling, welcoming, treating the customers warmly, all come under the category of friendliness. The management’s perspective denoted that the confidence and helpfulness of the front line employees only would come second for it was good enough as long as the employee could seek help for the customers from the management team members of a branch. On the contrary, from the customers’ perspective, all four qualities carried almost equal importance. Friendliness and helpfulness topped their list. The employees’ confidence and knowledge came only second. Knowledge topped the management’s perspective but came last for the customers’ perspective. 

Importance of Empathy Dimension

The feedback provided by the respondents for their preferable channel in conducting their banking, the services and features that they liked in their bank, and suggestions for improving their performance, mentioned the convenience factor. Convenience in having several locations, various ATM locations, Internet banking, etc. was all mentioned repeatedly. Hence the survey conducted shows that empathy tops the assurance and responsiveness dimensions of SERVQUAL. Baumann et al. (2007) suggest that the customers’ willingness to recommend the bank and its services to their family and friends is best predicted by ‘overall satisfaction, affective attitude and empathy’. According to them, long-term intentions are predicted by ‘affective attitude, overall satisfaction and empathy’; short term behavioral intentions are best predicted by ‘overall satisfaction and responsiveness’. This was proved in the survey where the customers’ topmost important dimension was convenience, the empathy factor. Rowley (2005) states that, ‘convenience of access is largely dominated by location, but can also be influenced by other factors, such as opening hours’. One of the comments did mention about having early drive-up hours for the convenience of conducting their banking on their way to work. As Rowley (2005) suggests, most of the customers’ loyalty highly depends upon lifestyle and delivery options. Levesque et al. (1996 cites Anderson et al., 1976; Laroche and Taylor, 1988; Thwaites and Vere, 1995) states that research has shown that location is a major determinant of bank choice.

Image 

The respondents’ banks were categorized as global, local or national. They were 43.6%, 18.2% and 38.2% respectively. The comments provided by the respondents on various aspects of their banking were general to the banking industry. However, there were a few comments on appreciating the fact about how great their local community bank services them revealed that they made their customers feel special. “Local hometown credit union, known on sight in more than one branch”, was a comment provided by one of the respondents showed how the small local bank treats their customers. The same respondent had commented that, “I can call and get pre-approved for loans with no hassle or form-filling out” featured the convenience of conducting their banking. On the same note, there were also comments like, “It is very local. Would like to see it expand with more ATM available around the city”. The respondents had commented on the nature of global banks too. Availability of ‘large number of locations’ for their customers was a big plus for global banks. On the contrary, there were also comments such as ‘should match the best services available in town’, should be ‘a bit more locally competitive’, ‘it will be nice if they don’t charge extra fees’, etc. showed the disadvantages. There were no specific comments pertaining to the national banks. With the respondents providing both the pros and cons of both the local and global banks, reflect how the customers are aware of the different aspects of services available around. Indeed they are knowledgeable as put by M1 in the interview. Granbois (1981) and Korgaonkar et al. (1985) state that ‘a favorable image is viewed as a critical aspect of a company’s ability to maintain its market position’ and an ‘image has been related to core aspects of organizational success such as customer patronage’ (cited by Bloemer et al., 1998). In this study we found that the image did not have any direct influence of the customers’ loyalty towards their banking institution. Instead, it generated an expectation from their bank for a degree of service quality. The global banks’ presence in the local region competing with the local banks was not able to be really competitive locally as said by a respondent. Bloemer et al. (1998) clearly put forth that the exact relationship between image and loyalty has remained a matter of debate. While Sirgy and Samli (1989, cited by Bloemer et al., 1998) report a ‘direct positive relationship between image and loyalty, Bloemer et al., (1998) demonstrate that the link between the image and loyalty behavior is mediated by customer evaluative judgments such as quality perceptions. 

4.3.2 Customer Satisfaction

This section of the chapter discusses the bank’s efficiency of handling complaints and service issues, proactive nature in identifying the needs of their customers, and how fees, competitive rates and free products affect the customers’ decision to stay with their bank or change it as it suits their need. 

Handling Complaints and Service Issues

The respondents’ average rating of their bank’s efficiency in handling complaints and service issues to be 8 in a scale of 10. There was no mention of any serious servicing issues that the respondents had experienced. That explains the average rating of 8. When there have been comments on different things such as improvement of customer service skills, the need for an extended or early hours for drive-up transactions, etc., there was just one positive comment on the respondent’s bank’s efficiency of handling the disputes online ‘on the spot’. This makes the study believe that the banks most of the times are performing well in service recovery. 

Hart et al., (1990 cited by Levesque et al., 1996) reasons that the customers switch service providers when they encounter unsatisfactory problem resolution. The customers react differently when they face a problem such as ‘switching to a new supplier’, ‘attempting to remedy the problem by complaining’ or ‘ staying with the supplier anticipating that “things will get better”’ (Hirschman, 1970 cited by Levesque et al., 1996). The management team understood the value of successful recovery in the event of a service failure. It was evident when the team members stated how important it was to do a follow up on the issue and update the customer with the status of the recovery process. In such a situation, or even otherwise, the interviewees aimed to have clear communication with the customers to avoid any dissatisfaction and set reasonable expectations. Communicating effectively the terms and charges of having certain products or services instead of just handing out the disclosures worked better. It would minimize the damage if a situation were to arise where a customer was dissatisfied. Also, it is important to note where an interviewee mentioned that providing ‘a satisfactory explanation will ease the situation’. Hart et al., (1990, cited by Levesque et al., 1996) opine that when the service provider accepts responsibility and resolves the problem, the customer becomes “bonded” to the organization. By complaining the customers provide the organization a chance to resolve the problem, and if the firm utilizes the opportunity and recovers successfully, it increases loyalty and profits (Fornell and Wernerfelt, 1987 cited by Levesque et al., 1996). As Levesque et al. (1996) puts it, customer complaint handling can have a major influence on customer satisfaction and retention. Lovelock et al. (2005) points out few steps for handling customer complaints which were also mentioned by the management team such as, acting quickly, acknowledging customers’ feelings, showing that the bank understood the problem from the customer’s point of view, clarifying the steps needed to solve the problem, keeping the customers informed of progress, etc. 

Proactive in Identifying Needs

The banks try to be proactive in identifying the needs of the customers and meet them to win their business and loyalty constantly. However, not all of the customers do like the idea of the bank being proactive. Those customers consider that as being ‘intrusive’ and trying to up sell them with a product or service that is not important for them. In the study, 65.4% of the respondents had responded that they liked the bank being proactive and 34.6% had stated otherwise. Looking at the comments provided by the respondents help understand the complexity involved in the bank’s intention of being proactive. In spite of 65.4% of the respondents saying that they liked when the bank was being proactive, the rating average for the usefulness of the recommendation was 6.65 on a scale of 10. It was not a great rating average which made it necessary to seek out the reason for such a low rating. According to one respondent, the bank was proactive only to ‘push the products’ and ‘the banks have via profit greed created our economic problems’. This comment implies to what extent that customer is against anyone offering a service or product at the bank. There were other comments which basically conveyed the message that as long as the banks were just keeping the customers informed and let them make the decision in choosing if they needed a certain product or service instead of a representative trying to ‘impose’ the product or service to the customer. Another respondent’s comment mentioned the banks selling their customers’ contact information to third parties who made those numerous unsolicited calls.

From the management’s perspective, it was important to stay in touch with the customers and make sure that they were aware of the different choices available for them at their bank. The management team acknowledged the importance of the appropriateness of the recommended solution, which helped the customers be more open to the proactive measures. The team considered it a ‘disservice’ and failure to fulfill their ‘fiduciary responsibilities’ if they were not on the lookout to meet the needs of the customers. Both the customers’ and the management’s perspective being presented, the factor involved in getting a better average rating for the usefulness of the products or services recommended was analyzed. The factor that came into play was the Mystery Shopping program. Mystery shopping is a program that service businesses often employ to determine if their frontline staff are displaying ‘desired behaviors’ (Lovelock et al., 2005). While two management interviewees felt that it was to make sure that there was a consistent approach to better serve their clients, the effectiveness of the program was questionable. For, the employees ended up offering a product or service not relevant to the customer at all when their prime focus was on getting a perfect score in the Mystery Shopping program for offering a product or service to the customer. At this point, M2’s suggestion that the representative listening to the customers before providing the customers with their recommendations, would be helpful. Lovelock et al. (2005) mention that since ‘the number of mystery calls or visits is typically small, no survey is reliable or representative’. According to them, a manager should be able to infer if a certain representative’s performance is good with reasonable confidence. It becomes managers’ responsibility to ensure that the program serves it purpose by communicating with their staff to perform efficiently.
Fees and Competitive Rates 

The service fees that the banks charge are phenomenal. The customers’ had commented upon the fees that the banks charge in the survey. There was a fee for issuing cashier’s check, a fee for personal checks, a fee for getting copies of personal checks, a fee for stop payment, a fee for overdrawn account, a fee for non-bank ATM transactions, etc. The list of fees that the banks charge is endless. This reflected in one of the comments, where a respondent suggested that it would be nice if their ‘global’ bank did not charge ‘extra’ fees. In another comment another respondent mentioned that his or her bank waiveed the fee ‘without any hassles’ if it was due to oversight. M4 in the interview provided the specific example of the customers who were dissatisfied due to the charges they were charged. The bankers utilized this opportunity to better serve the customer by offering a product or service that would help them avoid any fees in the future and also recommended upgrading them to an account by bringing over their other assets lying outside their own bank. In other words, relationship-pricing strategy is related to developing and maintaining long-term relationships (Lovelock et al., 2005). As Lovelock et al. (2005:182) clearly state, it allows the bank to have a close relationship with the customers to learn more about the customers and improve and customize the service to the customers’ needs for it becomes inconvenient for the customers to shift the business elsewhere. The respondents had commented positively on the products or services that the banks offer for free where the customers did not have to maintain any minimum balance or no monthly fees, ‘free online banking, free checks’, ‘free checking, free Visa check card, free minor savings accounts’ for the features that they liked the most in their current bank.

The management team did mention the challenges that their bank faced when it came to competitive rates from other financial institutions for the same products and services where the team could do nothing to make their own offering irresistible. Levesque et al. (1996) state that customer satisfaction is related to what the financial institution has to offer. The convenience and competitiveness of the service provider’s offerings can affect the customers’ overall satisfaction and ongoing patronage (Levesque et al., 1996). Laroche and Taylor (1998 cited by Levesque et al., 1996) consider that for a customer, another determinant of choosing their bank is competitive interest rates. This was the picture that the respondents had given in their feedback. The customers looked for competitive rates and did not hesitate to switch their banks if a competitor had a better offer, be it savings CDs or loan rates. 

4.3.3 Relationship Marketing Approach

This section of the discussion presents the respondents’ view on doing their banking at a branch in person and the other alternate channels available such as ATMs, Debit card transactions, Internet banking, telephone banking, etc. 

Branch Banking

“Getting things right the first time” should be attempted at all times and when a customer complains, satisfactory problem recovery maintains the customer’s satisfaction but increases the customer’s switching intentions; whereas unsatisfactory problem recovery leads to dramatic decline in customer satisfaction and increases the switching intentions of the customer (Levesque et al., 1996). The comments provided by the respondents pertaining to them visiting their respective branches were such as, ‘ major transactions are done in person at the bank offices’, ‘all deposits/large transactions are made at the branches’, ‘I prefer not to speak to anyone; I want to deal with my money and be done’, ‘use the branch only when I need to talk to someone’, ‘like face to face contact’, ‘to cash checks’, etc. Various comments from the respondents showed the important aspect of branch banking for customers. The customers sought the branch for an error free transaction and an efficient service recovery. Analyzing the various comments of the respondents, these two factors happened to be the most important factors for them to visit a branch representative. 

Alternate Channels

As defined above, alternate channels for banking are nothing but ATM/Debit card transactions, Internet banking, telephone banking, etc. The banks encourage customers to do Internet banking by providing various convenient features such as free bill pay, e-statements, etc. With debit card transactions, banks reward customers for using it as credit transactions and thus encouraging them to use their debit cards. Most recently, offering a competitive higher interest rate for an online savings account is becoming a trend where the customers manage their own accounts either via Internet or through the ATMs. Most the customers enjoyed the convenience of the alternate channels. It was evident in their comments again and again mentioning Internet banking. While Internet banking is very popular among the customers, the telephone banking raises some quality issues among the respondents. Both the respondents and the management team suggested that the telephone banking system neeed to be improved. The management interviewees did mention that their bank lost some customers due to the poor service quality of their telephone banking representatives. A comment of a savvy customer, “I think adding the capability for alerts to a mobile phone would decrease the need for a customer to visit a branch for service issues”, suggests that the customers were willing to make use of new technology to improve their banking experience. It clearly indicated that the customers would avoid visiting a branch if they had a choice. The interviewees commenting upon the off shoring of their telephone banking customer service, they suggested that it was important for their bank to off shore for cost effective reasons. But by providing proper training for the representatives would improve the customers’ telephone banking experience. It is to be noted that the telephone banking forms a major part of service handling option for the interviewees’ bank such as resetting Internet banking password, reporting a credit or debit card lost or stolen, reset their PIN for their bank cards, etc. On employee morale and its impact on service, Jerome and Kleiner (1995) state that companies create a positive service experience by becoming people-oriented, providing training and technology and investing in people. While Guenzi et al. (2004) find ‘strong support for the notion that the customers’ interpersonal relationships with front-line employees are a very important component of the overall offering of the service provider’. It is because it positively affects customer satisfaction and loyalty towards the firm. It can also be a powerful tool for reducing the risk of customers’ switching behaviors. This idea of Guenzi et al. (2004) had been the thought conveyed by the management team on their approach towards relationship marketing. However, the respondents’ comments on this were not really favorable. A point blank comment from a respondent, “I bank for a specific reason. Not looking for a “relationship: This makes it easier to switch banks if I find a better deal’ suggesed the customer’s mindset on the relationship marketing approach.

4.4 Conclusion

Having discussed the results of the survey and interviews with the management team, compared and contrasted the various opinions of both the survey respondents and the management interviewees, the study had identified the factors that were important in creating customer loyalty. From both the perceptions of the customers and the management team, the study had identified how customers could be satisfied, if the relationship marketing approach was indeed effective and the factors that helped maintain the created customer loyalty. The following chapter presents the conclusion of this study summarizing the research findings.

CHAPTER 5  (1650 words)
Conclusions and Recommendations For Further Research
5.1 Introduction

This concluding chapter of the dissertation presents the key findings of the research based on the discussions and interpretations on both the surveys and the management interviews. It also presents recommendations for further research. 

5.2 Key Findings of the Study

This section summarizes the main findings of the study from the perspectives of both the customers and the management team. 

SERVQUAL Dimensions

The study focused on SERVQUAL dimensions such as empathy, assurance and responsiveness. It did not consider the SERVQUAL dimension tangibles. Since transactions form the major part of business in the banking industry, reliability is considered to be the most important of all SERVQUAL dimensions. Hence it was not considered in the study assuming that it would be the top priority for the customers. The results of the study hence present the SERVQUAL dimensions in the order of its importance to the customers: ‘reliability, empathy, assurance and responsiveness’.

Employee Qualities

The employees of the bank connect a bank and its customers. It is very important for the bank employees to understand the expectations of the customers. The results of the study suggest that friendliness and helpfulness qualities of the employees are more important to the customer than qualities such as knowledge and confidence. The employees’ smiling, welcoming attitude and treating the customers warmly are all important for the customers. On the management team’s perspective, knowledge is the most important factor for only then the employees will be able to identify the needs of customers and recommend appropriate products or services.

Importance of Empathy

One of the major factors for the customers to be loyal to their banks was found to be the convenience factor. Convenience means having several locations for convenient access to their accounts, availability of ATMs in various locations, Internet Banking, extended drive-up hours, etc. Any service that will give customers the ease of accessing their accounts was considered an important factor for the customers to remain with their banks. Empathy dimension of SERVQUAL played a vital role in customer loyalty in this age where the customers had the information at their fingertips to switch over to whatever business met their needs of convenience.

Service Recovery

The customers’ feedback suggested that the banks were performing well in service recovery. The management team members’ stated the importance of proper follow up on the issue and updating the customer with the status of the recovery process. The importance of clear communication had been pointed out as a major factor to avoid dissatisfaction and to set reasonable expectations. The reason behind the customers complaining about a service issue was only on the hope that it would be resolved smoothly. The customers provide an opportunity to their banks to prove their commitment to their customers. When the service recovery is performed successfully, it increases the customers’ loyalty towards their bank and thus increases the profits (Fornell and Wernerfelt, 1987 cited by Levesque et al., 1996). From the study it was evident that customer complaint handling did have a major influence on customer satisfaction and their retention (Levesque et al., 1996).

Appropriateness of Recommendations 

The proactive measures of the banks to identify the unmet needs of their customers should not end up in product push. The customers preferred to make their choice. They would welcome the banks’ efforts to educate them about the availability of different product and service offerings, and help them make an informed decision versus the banks ‘selling’ the customers a product or service that the customers did not think is necessary for them.

Image

The results of the study showed how informative the customers were when it came to services provided by banks that were present locally, nationally and globally. Since the customers provided both the positives and negatives of the banks operating at different levels, the study did not find any real direct relationship of the image to the customers’ loyalty to their respective banks. The study only identified that the level at which a bank operated only generated an expectation in their customers for a degree of service quality.

Competitive Rates and Excess Service Charges

The dissatisfaction of customers arise mainly due to the excess service charges that the banks charged their customers. The management team members stated that the customers look out for competitive rates and shop around for a better deal. It always had been a challenge for the management team to satisfy the customers who were rate conscious. The study found it true that the convenience and competitiveness of the service provider’s offerings affect the customers’ overall satisfaction and their ongoing patronage (Levesque et al., 1996).

Alternate Channels

It was evident from the results that the customers were willing to use the available modern technology for their convenience in banking. They preferred their banks to utilize the sophisticated technology to provide better service. The study clearly pointed out that the customers would avoid visiting a branch if they had a choice. The main reason for them visiting a branch was only for an error free transaction and an efficient service recovery. Improvement in the telephone customer service needed a special attention to increase the level of customer satisfaction.

Mystery Shopping Program

It is critical for companies to take every step necessary to ensure that its employees provide an excellent customer service. Mystery Shopping programs help companies measure and enhance the customer experience. It also helps pinpoint areas where they might be lacking against the competition. The front line employees are the most important element in the total customer experience.  Taking the initiative to learn each customer's needs and using that information to suggest additional items or programs can be very beneficial in creating a lasting customer relationship. The effectiveness of the Mystery Shop program had become questionable in the study. While the idea behind the program is to be consistent in serving the customers for a better service, from the front line employees’ perspective, it is a means to evaluate their performance. Hence the original idea got lost behind the intention of achieving a perfect score in the shop. That ended up in recommending a product or service that was not relevant for the customer. It was evident from the management interviews where the team suggested the importance of identifying the customers’ needs and recommending a relevant product or service.

Relationship Marketing Approach
The study provided strong recommendations from the management team’s perspective for the practice of a relationship marketing approach. However, the customers were not in favor of that approach. The management team supported relationship marketing approach as it would help them deepen their relationship with their customers which would make it difficult for the customers to switch their banking institution. It was for the same reason that the customers did not favor that approach. 

5.3 Key Concepts of the Study

The key concepts of the study were customer loyalty, customer satisfaction, relationship marketing approach and perceptions of service quality. The study presented clear evidence that all these concepts were related to each other. To answer the question presented in the title of the study, if the relationship marketing approach of a bank is effective in maintaining customer satisfaction and affect the customers’ perceptions of service quality, it is a clear ‘no’ from the customers’ perspective. The customers’ perceptions of service quality that resulted in customer loyalty and satisfaction were convenience in their banking experience, excellent customer service provided by the employees who were friendly and helpful, efficient service recovery, less of service charges and better competitive rates. Tews (2008) in presenting the results of the J.D. Power and Associates Retail Banking Satisfaction Study, states that ‘poor problem resolution, long wait times and additional fees all contribute to an overall decline in customer satisfaction with retail banks’. According to that study, dissatisfaction with fees has been the most commonly reported problem by customers and other reasons are unresolved problems, extended wait time to talk with a teller or phone representative, and ‘decline in the ease of accessing branches’.

5.4 Recommendations for Further Research

The dissertation fills the gap of not having studies in exploring the customer loyalty factors in the U.S. retail banking industry comparing the customers’ and the management team members’ perceptions. In spite of that, the study has several limitations. The study is just the beginning of exploring the customer loyalty factors, especially with the current economic climate.

The customer loyalty factors for the U.S. retail banking industry customer mentioned above are under the assumptions that the majority of the survey respondents are loyal to their respective banks from their ratings and comments about their banking institution. Since the sample is a small number and the management team members are from the same banking institution, the study can be replicated on a large scale involving a larger customer base and management team members from different financial institutions. The perceptions of the management team members of different banking institution will enhance the study, as it would help compare how different banks approach their customers to increase the loyalty of their customers and increase their customer base through their existing customers. With that, the experiences of the front line customer service employees who serve the customers on a regular basis and their perceptions will also provide valuable information regarding the expectations and perceptions of the customers.

The surveys and the interviews for the dissertation were conducted before the emergence of the current difficult economic situation. At this point in time, customers tend to move their money around looking for a safer financial institution. Even though the research conducted did not find any relationship between a bank’s image and loyalty, it might be a big factor in the future for the customers in choosing their banks.
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Appendices

Appendix I: Customer Loyalty in the U.S. Banking: Survey Questionnaire

1. Please choose your country – U.S.A. or Other

2. Gender (Optional) – Male or Female

3. Please name your bank (Optional)

4. Please identify how your bank fits in the following category- Global, Local, and National.
5. Length of relationship with the bank (in years)

6. Please rate the following qualities of the employees on your experience from a scale of 1 to 10, where 10 is the highest and 1 is the lowest: friendliness, knowledge, helpfulness, confidence.

7. Do you like when the bank is proactive in identifying your needs and suggest you a product or service? Yes, No. Comment Field.

8. When the employees determine your needs and recommend a product or service rate how useful were the recommendations, 10 for Extremely useful and 1 for Not at all useful.

9. Please rate the efficiency of your bank in handling complaints and service issues. Rate from 10 Extremely efficient to 1 Not at all efficient.

10. Likelihood of recommending the bank to family and friends, where 10 is for Extremely likely and 1 is for Not at all likely.

11. Please rate the overall quality of service in your bank. Excellent, Good, Satisfactory, Poor. Reason for your rating (Comment Field).

12. Please mention your preferences as how you would like to interact with your bank and why. Comment Field.

a) Interpersonal relationship (Branch Personnel)

b) Independent management (ATM/Debit/Internet Banking) 

c) Other (Telephone Banking). 

13. Please make a list of services and features that you like the most in your bank.

14. Please add your valuable comments about the bank and your expectations for it to  

            improve its performance that we have not covered in this survey.

Appendix II: Cover Letter for Survey Participants

Dear Participants,

Thank you for visiting this page to take part in the survey. This survey is designed to identify the factors that drive customer loyalty and build customer satisfaction in the U.S. banking sector. 

The research survey is a critical part of my dissertation for the successful completion of my MBA Program with the University of X.

I greatly appreciate you participating in this survey. The questions are based on your average experience with the employees of your bank. Please provide details wherever it is required for better understanding. The responses in the survey are solely intended for the study. It is an anonymous survey and hence strictly confidential. 

 Thank you all once again:)

 Kind Regards,

 Gayathri Babu.

Appendix III: Management Interview 1

HSBC Bank Branch Manager
1. Describe the current role and the number of years with the bank.

I am a branch manager and have been with the bank for about 22 years.

2. How would you define a customer?

The customers are intelligent and know what they are doing. This is true with an average customer. They are knowledgeable and hence very demanding. They know what they want.

3. How would you create a customer loyalty?

It is very difficult to find customer loyalty now. However, there are few things that could be done in an attempt to create a loyal customer. We have to go back to the basics: good customer service, good follow up and staying in touch with the customer. Contact them at least once a quarter and keep them updated with the promotions and offers that might be of interest to them. They never complain when it is about a promotion.

4. How would you maintain the created customer loyalty?

The created customer loyalty can be maintained only by staying in touch with them. Again, we have to call them, send greetings on occasions like their birthday. It is all about making them feel special and giving them individual attention.

5. The challenges in maintaining customer loyalty.

The rates in our products are very challenging for a price sensitive customer. The customers are demanding. For my position, I don’t have a focus on any specific group such as small business customers or Premier customers. The lack of time is a big challenge for me, as I need to focus on so many different areas. It would help me better serve the customer base to maintain that customer loyalty if I were trained in different systems and operations.

6. The challenges in avoiding dissatisfaction.

There are challenges in avoiding dissatisfaction. For instance, with rates, there is nothing that we can do about it. When it comes to service, it is a challenge to motivate the employees and have them keep up with the standards. It becomes important for the employees to take initiative. Any of the challenges involved can be overcome by teamwork.

7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

It is true that some customers do not like being asked. We do let them know that we contact them at least once a year. That way it is not a surprise when we make that call. Also, we do let them know that we do make calls for follow-up or for promotions. 

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.

All these four qualities go hand in hand. They are all equally important. 

9. How important do you think is the customers’ recommending of the bank to their family and friends?

Customer retention is important. On the same note, it is important to increase our customer base. When our customers recommend our bank to their family and friends, it is effective. 

10. Please mention if any services and features can be enhanced for better performance.

There are several services and features that can be enhanced for better performance. We need system upgrades. For example with Internet banking, we need real time transactions shown to make it convenient for customers to keep track of their accounts. Credit lending for businesses are overly secured. We are a ‘big bank’ and we need to act like one. Our procedures are like that of a small bank. HSBC Premier can be made more attractive.

Appendix IV: Management Interview 2

HSBC Bank Assistant Branch Manager
1. Describe the current role and the number of years with the bank.

I’ve been in the banking for about 17 years. At present, I’m an Assistant Branch Manager at HSBC Bank.

2. How would you define a satisfied customer and customer loyalty? 

A satisfied customer is one who comes back to us, refers to someone else and be happy with the bank. A loyal customer will visit his/her branch location first and keep the bank as their first resource.

3.  How would you create a customer loyalty?

Meeting their needs, following up on their customer service issues, and making them feel important. can create customer loyalty. We have to treat their issues as our own issues. Taking ownership to provide a full service is also important in creating customer loyalty.

4. How would you maintain the created customer loyalty?

We have to continuously anticipate and meet their expectations. The relationship approach of the bank helps to exceed their expectations. 

5. The challenges in maintaining customer loyalty. Please provide any examples. 

The rate shoppers, who shop around for best rates and our competitors are the main challenges. Examples include fees on their account, the 1-800 customer service line and some stringent policies.

6. The challenges in avoiding dissatisfaction.

We have to listen to them to understand their expectations. We must do our best and do a follow up. Giving them a satisfactory explanation will avoid dissatisfaction.
7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

We have to listen to them before bombarding them with solutions. Bringing an awareness of the product and not being pushy to sell it will help them be open to our proactive measures. The recognition of needs and the suggested solutions should be appropriate.

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.

    2                        1                 3                       4

9. Please mention a loyal customer’s behavior.

Refer the bank to their family and friends. The kids in a family are future customers.

10. How important do you think is the customers’ recommending of the bank to their family and friends?

Recommending is very important for it is detrimental if they are not happy and do ‘bad mouthing’.

11. Please mention if any services and features can be enhanced for better performance.

· The 1800 customer service line needs to be improved. It should be more of a direct line for that would eliminate the language problems.

· Internet banking should be more ‘real-time’.

11a. What do you think of off shoring the customer service?

It is not a very good idea.

Appendix V: Management Interview 3

HSBC Bank Financial Advisor
1. Describe the current role and the number of years with the bank.
I’ve been in the banking industry for 21 years. Presently working in HSBC for about 1-¼ years as a Financial Advisor.

2. How would you define a satisfied customer and customer loyalty? 

Someone who is listened to is treated professionally and believes that you have their best interest at heart. 

A customer is satisfied when he/she asks the bank representative a question not directly related to the bank but a different area hoping that the representative would know. They approach the bank first as they would value our opinion. Most of the time, they assume us to be a bigger resource than just in the banking/investment areas.

Satisfied customers from time to time are loyal customers when they stay with us even when they experience dissatisfaction as a temporary situation.

2 a. What number of years would you suggest that a customer stay with a bank to call them a loyal customer?

The number of years depends upon the age of the customer. If a customer stays for five years in this tough competitive market, they are good to be called loyal.

3. How would you create a customer loyalty?

By being an active listener and developing solutions based on their needs, through continual in-depth profiling. First meeting is critical for my position. It is the most important part for it is then that the customer makes up the mind to come back again or not. During that initial contact, we have to upfront about what we would be able to provide to create a reasonable set of expectations.

4. How would you maintain the created customer loyalty?

Through continual communication and review of their needs, customer loyalty can be maintained. Also by touching base on areas that are of interest to them (personal side). The frequency of the communication depends upon how the customer wants it. If they prefer to be contacted for follow up once in four months, then we do that. But we let them know that we will have to contact them at least once a year. Since I’m in the branch, if they have any questions when they walk in and if I’m available, we will be able to take care of that situation for them right then.

5. The challenges in maintaining customer loyalty.

Staying in touch and the competition that are constantly trying to get their business. It is very hard to stay in touch from my perspective and theirs. If I am not able to reach them a few times and have to leave a message, eventually, I’ll have to move on to catch up with my other customer base. Timing is important for they have to be available to have the conversation. At the same time, we have to be proactive to take care of their issues if they have any before our competitors’ gets hold of their situation.

6. The challenges in avoiding dissatisfaction.

Setting reasonable expectations will help avoid dissatisfaction. If it happens to be a situation that can’t be avoided, we have to try to minimize the damage. There need to be a two-way communication. It helps find the reason for dissatisfaction and act on it better. The communication should make sure that it proceeds towards the right goal. This sets their expectations that it will not happen again with better understanding.

7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

It is the responsibility of the banker to do this from the standpoint of being in the client’s best interest and to make sure that they are fulfilling their fiduciary responsibilities. It is important for us to communicate with them our mission without making them feel being pushed. If not discussed the options they have and if something happens against them, we get sued. Hence with Securities, we make clear communication with best interest in mind for both the customer and the bank.

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.
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9. Please mention a loyal customer’s behavior.

They will become the ones to engage employees in conversation about anything and everything. They become trusting of employees to the point that they are open with personal information and trust that their privacy will be respected and protected. They start telling us of competitors who are trying to lure them away. 

10. How important do you think is the customers’ recommending of the bank to their family and friends?

On a scale of 1-10: 5   Unless someone asks them for a name of someone to go see in the banking world, I just don’t see it being brought up because people are not comfortable enough to do it. We as employees cannot rely on it happening. But if it is a negative experience, they share it openly. 

11. Please mention if any services and features can be enhanced for better performance.

As with all large institutions, the ability to react to local competitive situations quickly is lost. If this could be changed it would be a big help. For instance, local institutions change their policies at their convenience in no time to blow away competitors like us who are big and have a ‘corporate world’ where it is not easy to change policies that easily.

Appendix VI: Management Interview 4

HSBC Bank Consumer Banker
1. Describe the current role and the number of years with the bank.

I am a consumer banker and my role is to service mass market and find companies to enroll for the EmployeePlus Program. I’ve been in the banking for about 8 years.

2. How would you define a satisfied customer and customer loyalty? 

A satisfied customer is a customer who wants to do future business with you. A loyal customer is one who comes to you again and again.

a. What number of years would you suggest that a customer stay with a bank to call them a loyal customer?

5 to 10 years.
3. How would you create a customer loyalty?

By listening to customers’ needs and then provide them the service and products will create loyalty.

4. How would you maintain the created customer loyalty?

Call the customer on a regular basis such as birthdays, CD renewals and life events.

a) How often is regular to call the customer?

Every 3 months is a good period to stay in touch with them.

5. The challenges in maintaining customer loyalty. 

Competition from other banking institutions in the neighborhood is the main challenge in maintaining customer loyalty.

6. The challenges in avoiding dissatisfaction. Please provide any examples.

When a customer is unhappy with fee, we suggest them that with better relationship they get better service. It encourages them to bring their other assets such as 401K to us.

7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

Sending out information, signage, advertising, and listening to their needs all lead to offer them the products they need.

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.
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9. Please mention a loyal customer’s behavior.

A loyal customer should remember things about us. They should do the follow up with our life that they came to know from a casual conversation such as vacation or a kid’s graduation. They should ask for our advise before making any financial decision.

10. How important do you think is the customers’ recommending of the bank to their family and friends?

It is very important.

11. Please mention if any services and features can be enhanced for better performance.

The Internet banking should be on a real time basis. That would help us eliminate a lot of service issues.

12. What do you think of off shoring the customer service?

It is very difficult to understand the customer service representatives in the 1800 number. We have lost customers due to this fact.

Appendix VII: Management Interview 5

HSBC Bank Branch Manager
1. Describe the current role and the number of years with the bank.

I’ve been in the banking for about 30 years. I joined HSBC 2 years ago as a Branch Manager.

2. How would you define a satisfied customer and customer loyalty? 

A satisfied customer is one who comes and has a ‘wow’ experience every time. A loyal customer is one when they think of us when they think of their financial needs.

a. What number of years would you suggest that a customer stay with a bank to call them a loyal customer?

If a customer is with the bank for 2 years, we can call them a loyal customer.

3. How would you create a customer loyalty?

We need to exceed the customers’ expectations consistently to create the loyalty. It makes them think of us first.

4. How would you maintain the created customer loyalty?

The created customer loyalty can be maintained by consistently delivering superior service.

5. The challenges in maintaining customer loyalty. Please provide any examples.

First of all, bank policies and procedures can affect customer loyalty. Secondly, staffing issues make it difficult to spend more time with customers. Then, the major challenge is the manual tracking of our performance using the systems, just consumes a lot of time.

6. The challenges in avoiding dissatisfaction.

We can alleviate things with better communication.

7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

We need to be proactive for it is a disservice if we are not proactive to meet our customers’ needs.

a) What do you think of the Mystery Shops that insist on recommending a product or service?

Mystery Shops are good for it instills a habit in the employees to better serve our customers.

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.
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Helpfulness and confidence go hand in hand.

9. Please mention a loyal customer’s behavior.

A loyal customer is very friendly and seeks out the opinions and knowledge of the bank. They also refer their friends and relatives.

10. How important do you think is the customers’ recommending of the bank to their family and friends?

It is very important for the customers’ to recommend. We get new business through them.

11. Please mention if any services and features can be enhanced for better performance.

There are quite a few of them. 

a) Internal software systems should be enhanced. Difficult to go through different systems.

b) ATMs could be improved. We don’t need a language option of English and Chinese here. That could just be set to English. The ‘fast withdrawal’ is slower than a normal withdrawal.

c) Passwords should be streamlined.

d) Banking is private and personal. We need to provide more of that privacy for our customers. For instance, a customer waiting to do a teller transaction can hear the discussions in the office.

e) The internal customer service being so formal takes forever to say a ‘good bye’ or a welcome message. We don’t have to be so formal when it is just internal.

12. What do you think of off shoring the customer service?

It is a good idea to offshore the 1800 toll free customer service center as long as the representatives are knowledgeable and can communicate better.

Appendix VIII: Management Interview 6

HSBC Bank Administrative Manager
1. Describe the current role and the number of years with the bank.

I’m the Administrative Manager and my role is to support the executive team in running various sales campaigns, perform financial reporting. I’ve been in the banking for 2 years now.

2. How would you define a satisfied customer and customer loyalty? 

A satisfied customer, most of the time, is self-serving and do does not visit a branch often. They visit the branch only when they have problems or minor issues that needs to be resolved. Also, they would come to the bank when they have a need. A loyal customer will be willing to refer a family or friend to the bank. They become the advocates of the bank.

 a. What number of years would you suggest that a customer stay with a bank to call them a loyal customer?

5 years.

3. How would you create a customer loyalty?

Working on deepening customer relationship will help cover the needs they have. Building relationships is the way to create a customer loyalty. It could be on the individual basis such as a customer might come to the same representative again and again expecting the consistent good service.

4. How would you maintain the created customer loyalty?

We have to make sure that the level of service provided is consistent. Also it is important to do follow up and be responsive. Within 48 hours we should call them and give them an update.

5. The challenges in maintaining customer loyalty. Please provide any examples.

a) When we are limited in helping the customer, it hurts the relationship.

b) Also when people change in the branch, it becomes difficult to build the relationship all over again with the customer especially with the customers who always go to a specific representative.

6. The challenges in avoiding dissatisfaction.

To avoid dissatisfaction, we have to be proactive as opposed to being reactive. We have to be responsive to the customers’ needs. Follow up is very important. Customers appreciate that we are trying to resolve their issue.

7. What do you think about the bank being proactive in identifying needs and suggest a product or service to a customer? There are customers who do not like this approach.

We should sell based on their needs. It should not be a product push. With promotions we increase the product awareness.

a) About Mystery Shop program where a representative is required to offer a product or service for a perfect score.

This program is just to make sure that we have a consistent approach with every customer.

8. Rate the following qualities of the employees from the customers’ perspective: friendliness, knowledge, helpfulness and confidence.
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9. Please mention a loyal customer’s behavior.

 Referring friends and family.

10. How important do you think is the customers’ recommending of the bank to their family and friends?

It is very important. 

a) Customer retention or increase our customer base.

It is easier to deepen the existing relationship than establish a new relationship.

11. Please mention if any services and features can be enhanced for better performance.

Mobile alerts are becoming popular. We could make use of advanced technology. Also coaching the customers to use the alternate channels will better our performance.

12. What do you think of off shoring the customer service?

It is necessary to offshore for cost-effective 24/7 support.

APPENDIX IX: Comments for Survey Question 7

7. Do you like when the bank is proactive in identifying your needs and suggest you a product or service? Comments
	 1.
	It helps me knowing about the new programs that the bank offers.
	 Wed, 7/16/08 10:49 AM 

	 2.
	if the bank is proactive
	 Tue, 7/15/08 11:47 AM 

	 3.
	Yes, I'm very appreciative of being informed of any promotions or special rates the bank is offering.
	 Wed, 7/9/08 12:45 PM 

	 4.
	I don't like being bombarded with sales pitch when all I want to do is just one transaction.
	 Sun, 7/6/08 1:33 AM 

	 5.
	I hate that they sell our contact information to 3rd parties. It causes us to get numerous telemarketing calls each month.
	 Sun, 7/6/08 12:51 AM 

	 6.
	No because the banks usually only push the products they sell in house and are not sufficiently educated about other products. The banks have via profit greed created our economic problems.
	 Tue, 7/1/08 11:11 AM 

	 7.
	I know what I need and I don't like someone trying to up sell me.
	 Mon, 6/30/08 12:20 PM 

	 8.
	If I want to open a new account or change my current accounts I will contact the bank. I do not want them researching my account information and contacting me without me asking first.
	 Mon, 6/30/08 10:07 AM 

	 9.
	as long as they do it in a friendly way and not constantly hounding you with the same deals.
	 Sun, 6/29/08 1:48 PM


APPENDIX X: Comments for Survey Question 11

11. Please rate the overall quality of service in your bank - Comments

	 1.
	I have all the service that needs to be done on time.
	 Wed, 7/16/08 10:54 AM 

	 2.
	My needs are very simple, mostly depositing and withdrawing from my checking account. Most banks are good at that.
	 Tue, 7/15/08 1:50 PM 

	 3.
	we don't go too often, when we are there, they make sure we are happy with their service.
	 Tue, 7/15/08 11:54 AM 

	 4.
	Helpfulness is lacking
	 Sat, 7/12/08 2:57 AM 

	 5.
	Whenever I go into a branch all the employees are personalable and friendly, and always take care of any issues I have.
	 Wed, 7/9/08 12:48 PM 

	 6.
	Service and Dividends program can't be beat
	 Mon, 7/7/08 3:56 PM 

	 7.
	I believe that my branch they lack serious customer service skills. I believe a simple "Hello" is not asking too much. I love the online banking service they provide and find their national customer service to be helpful 90% of the time.
	 Sun, 7/6/08 12:58 AM 

	 8.
	Some of the tellers look unhappy to see me and are cold.
	 Thu, 7/3/08 12:46 PM 

	 9.
	HSBC puts the customer first !
	 Thu, 7/3/08 9:48 AM 

	 10.
	Lack of general economic education and lack of overall economic responsibility. But nice friendly people earning a living doing their job.
	 Tue, 7/1/08 11:16 AM 


	 11.
	They've always been very helpful, and when I have had an issue, it's been handled in an expeditious manner.
	 Mon, 6/30/08 12:22 PM 

	 12.
	Local hometown credit union, known on sight in more than one branch, has never had an error in my accounts.
	 Sun, 6/29/08 2:40 PM 

	 13.
	Very helpful employees, fast transactions
	 Sun, 6/29/08 6:52 AM 


APPENDIX XI: Comments for Survey Question 12

12. Please mention your preferences as how you would like to interact with your bank and why. Comments

	 1.
	Faster, simpler, more efficient
	 Tue, 7/15/08 1:50 PM 

	 2.
	to cash checks and starting cds-interpersonal banking, automatic bill payments and statements-online banking
	 Tue, 7/15/08 11:54 AM 

	 3.
	Easy Banking
	 Sun, 7/13/08 12:46 AM 

	 4.
	Internet banking is a must
	 Sat, 7/12/08 2:57 AM 

	 5.
	Mostly I use my debit card and Internet banking, but visit the branch about once a month.
	 Wed, 7/9/08 12:48 PM 

	 6.
	Speed and transaction
	 Mon, 7/7/08 3:56 PM 

	 7.
	It is more convenient. I use the branch only when I need to talk to someone. The 1800 toll free number is terrible.
	 Sun, 7/6/08 1:35 AM 

	 8.
	I prefer not to go to my local branch as they never seem to be in "the mood" to help customers, much less make them happy or treat them as if their jobs depend on customers actually continuing to use their bank.
	 Sun, 7/6/08 12:58 AM 

	 9.
	I usually do my banking/bill paying at 11:00 pm
	 Sat, 7/5/08 1:57 PM 

	 10.
	like face to face contact
	 Thu, 7/3/08 9:48 AM 


	 11.
	All my major transactions are done in person at the bank offices. However, I like to be able to access funds via ATM and Debit card as well as view my accounts online.
	 Mon, 6/30/08 10:08 AM 

	 12.
	I do some online banking and occasional ATM withdrawals, but all deposits/large transactions are made at the branches. I don't trust ATM's/online so much.
	 Sun, 6/29/08 2:40 PM 

	 13.
	I check my account and pay my bills on line-very convenient and fast. I deposit/cash checks in person.
	 Sun, 6/29/08 6:52 AM 

	 14.
	I prefer to not see/speak to anyone. I want to deal with my money, and be done
	 Sun, 6/29/08 4:28 AM 

	 15.
	I bank for a specific reason. Not looking for a "relationship". This makes it easier to switch banks if I find a better deal.
	 Sat, 6/28/08 1:43 PM 


APPENDIX XII: Comments for Survey Question 13

13. Please make a list of services and features that you like the most in your bank. Comments

	 1.
	Friendly experience
	 Sun, 7/20/08 8:23 PM 

	 2.
	Internet banking.
	 Wed, 7/16/08 10:54 AM 

	 3.
	Friendly tellers
	 Tue, 7/15/08 8:01 PM 

	 4.
	Online options
	 Tue, 7/15/08 7:48 PM 

	 5.
	Safety deposit boxes Direct deposit
	 Tue, 7/15/08 3:40 PM 

	 6.
	more banks should offer to refund money charged at non-bank ATMs.
	 Tue, 7/15/08 1:50 PM 

	 7.
	travelers check and cashiers check-no fee.
	 Tue, 7/15/08 11:54 AM 

	 8.
	online
	 Mon, 7/14/08 4:21 PM 

	 9.
	ATM
	 Sun, 7/13/08 10:30 AM 

	 10.
	Internet Banking Local Staff members Solutions and disputes solved on the spot Easy Credit line Understand local struggles
	 Sun, 7/13/08 12:46 AM 


	 11.
	Internet banking is a must
	 Sat, 7/12/08 2:57 AM 

	 12.
	Internet banking ATMs
	 Fri, 7/11/08 3:01 PM 

	 13.
	on-line savings
	 Thu, 7/10/08 11:43 AM 

	 14.
	Warm and friendly services.
	 Wed, 7/9/08 6:29 PM 

	 15.
	Online banking with bill pay and transfers.
	 Wed, 7/9/08 12:48 PM 

	 16.
	on-line service. International availability. Brand recognition.
	 Tue, 7/8/08 10:37 AM 

	 17.
	Loan Rates, location convenience, helpful when I have issues
	 Mon, 7/7/08 3:56 PM 

	 18.
	Friendly People Quick Service Ability to respond to personal needs
	 Mon, 7/7/08 3:01 PM 

	 19.
	web banking locations of bank and atms
	 Mon, 7/7/08 1:59 PM 

	 20.
	Internet banking with bill pay.
	 Sun, 7/6/08 1:35 AM 


	 21.
	Online Banking, Free "Advantage" checking account (for having our mortgage with them)
	 Sun, 7/6/08 12:58 AM 

	 22.
	It is located in a grocery store that I frequent so I don't have to make a special trip
	 Sat, 7/5/08 1:57 PM 

	 23.
	They used to have good rates for CD's. They don't charge fees for cashier checks. There are no long ques.
	 Fri, 7/4/08 11:03 PM 

	 24.
	free checking
	 Thu, 7/3/08 4:53 PM 

	 25.
	online statements
	 Thu, 7/3/08 12:46 PM 

	 26.
	checking
	 Thu, 7/3/08 9:48 AM 

	 27.
	Internet banking, atm
	 Wed, 7/2/08 1:04 PM 

	 28.
	internet banking , bill pay, atm
	 Wed, 7/2/08 10:03 AM 

	 29.
	internet banking and bill pay
	 Wed, 7/2/08 9:55 AM 

	 30.
	The people
	 Wed, 7/2/08 9:36 AM 


	 31.
	Honest advertising
	 Tue, 7/1/08 11:16 AM 

	 32.
	No Charge for Cashiers check Friendly service when you go to the bank with questions. Waiving of fees if there has been any issue due to oversight. Ability to bank internationally without any hassles.
	 Tue, 7/1/08 9:51 AM 

	 33.
	Free online banking Free checks Interest on checking account (it's always less than a dollar but is still nice)
	 Mon, 6/30/08 2:40 PM 

	 34.
	online banking, high saving account interest rates, no fees, available everywhere
	 Mon, 6/30/08 1:39 PM 

	 35.
	Free checking with no minimum balance Interest accrued on small balance checking accounts rewards for choosing credit instead of debit at the checkout.
	 Mon, 6/30/08 12:22 PM 

	 36.
	Internet Banking, Hours of operation are convenient
	 Mon, 6/30/08 10:08 AM 

	 37.
	one on one service
	 Mon, 6/30/08 10:05 AM 

	 38.
	On line banking...
	 Mon, 6/30/08 8:21 AM 

	 39.
	.
	 Sun, 6/29/08 9:14 PM 

	 40.
	none
	 Sun, 6/29/08 3:03 PM 


	 41.
	I do like being able to do online transfers so I don't have to go there. I can call and get pre-approved for loans with no hassle or form filling out.
	 Sun, 6/29/08 2:40 PM 

	 42.
	Online banking, convenient drive-thru hours, great staff, reasonable interest rates
	 Sun, 6/29/08 6:52 AM 

	 43.
	ATM machines in lots of locations; free checking; free Visa check card; free minor savings accts
	 Sun, 6/29/08 4:37 AM 

	 44.
	I don't do the optional services/features. They hold my money, I deposit/withdraw as needed. That's it.
	 Sun, 6/29/08 4:28 AM 

	 45.
	Internet Banking
	 Sat, 6/28/08 11:51 PM 

	 46.
	Large number of locations
	 Sat, 6/28/08 1:43 PM 


APPENDIX XIII: Comments for Survey Question 14

14. Please add your valuable comments about the bank and your expectations for it to improve its performance that we have not covered in this survey. Comments

	 1.
	Good friendly people are the key - also ability to make transactions at the bank quickly.
	 Sun, 7/20/08 8:23 PM 

	 2.
	The payment made to credit card takes at least 10 business days. I understand that it is due to some verification process, but it will be of great help to the customers if this time is reduced.
	 Wed, 7/16/08 10:54 AM 

	 3.
	None
	 Tue, 7/15/08 8:01 PM 

	 4.
	Ease of money transfer across different banks.
	 Tue, 7/15/08 7:48 PM 

	 5.
	More about investment possibilities as the economy changes
	 Tue, 7/15/08 3:40 PM 

	 6.
	none.
	 Tue, 7/15/08 1:50 PM 

	 7.
	in global banking, it will nice if they don't charge extra fees.
	 Tue, 7/15/08 11:54 AM 

	 8.
	great online services
	 Mon, 7/14/08 4:21 PM 

	 9.
	I don't believe that my bank offers drive thru service as early as 8:00 am as a different local bank does. This is convenient for getting banking done on the drive in to work.
	 Sun, 7/13/08 10:30 AM 

	 10.
	Its very local, would like to see it expand with more ATM available around the city
	 Sun, 7/13/08 12:46 AM 


	 11.
	Internet banking is a must
	 Sat, 7/12/08 2:57 AM 

	 12.
	none
	 Fri, 7/11/08 3:01 PM 

	 13.
	become more cost efficient
	 Thu, 7/10/08 11:43 AM 

	 14.
	They need to answer the phone promptly.
	 Wed, 7/9/08 6:29 PM 

	 15.
	I think adding the capability for alerts to a mobile phone would decrease the need for a customer to visit a branch for service issues. For example, a customer would receive a text message when their deposit clears.
	 Wed, 7/9/08 12:48 PM 

	 16.
	As an employee, there are too many items to input regarding each customer transaction.
	 Tue, 7/8/08 10:37 AM 

	 17.
	I have none
	 Mon, 7/7/08 3:56 PM 

	 18.
	More knowledgeable staff. Less decentralization.
	 Mon, 7/7/08 3:01 PM 

	 19.
	the bank has low interest rates on loans
	 Mon, 7/7/08 1:59 PM 

	 20.
	The customer service phone line needs to be improved.
	 Sun, 7/6/08 1:35 AM


	 21.
	Local Branch customer service is my only complaint.
	 Sun, 7/6/08 12:58 AM 

	 22.
	no
	 Sat, 7/5/08 1:57 PM 

	 23.
	They should match the best services available in town. For e.g. if Bank A has a good CD rate they should match it. The only reason people shift money because of better services.
	 Fri, 7/4/08 11:03 PM 

	 24.
	n/a
	 Thu, 7/3/08 4:53 PM 

	 25.
	get tellers with better attitude
	 Thu, 7/3/08 12:46 PM 

	 26.
	the value of your employees being happy in work place is very important. Helps build good relationships with the customer because employees are showing this as their helping anyone.
	 Thu, 7/3/08 9:48 AM 

	 27.
	more atms, better internet service
	 Wed, 7/2/08 1:04 PM 

	 28.
	need to improve toll free crc line
	 Wed, 7/2/08 10:03 AM 

	 29.
	gf
	 Wed, 7/2/08 9:55 AM 

	 30.
	Be a bit more locally competitive
	 Wed, 7/2/08 9:36 AM


	 31.
	Education
	 Tue, 7/1/08 11:16 AM 

	 32.
	None.
	 Tue, 7/1/08 9:51 AM 

	 33.
	Fix drive through signs, you can never read whether a lane is open or closed because of the protective covering over the lights.
	 Mon, 6/30/08 2:40 PM 

	 34.
	?
	 Mon, 6/30/08 1:39 PM 

	 35.
	I love the small town atmosphere at my bank. Even though it is a large bank, it still retains the small town feel.
	 Mon, 6/30/08 12:22 PM 

	 36.
	I think they are doing a good job with nothing I can think of changing at the moment.
	 Mon, 6/30/08 10:08 AM 

	 37.
	My bank not only covers my personal accounts, but they now are responsible for my business account. Having these in the same place makes it easier on me and my bank helps me to do so.
	 Mon, 6/30/08 10:05 AM 

	 38.
	N/A
	 Mon, 6/30/08 8:21 AM 

	 39.
	.
	 Sun, 6/29/08 9:14 PM 

	 40.
	none
	 Sun, 6/29/08 3:03 PM 


�Look through the entire dissertation again for sentences written in the future tense and change their tense as the research has now concluded.


�Does this change better reflect what you intended to say?


�Did M1 and M2 not answer this question?


�Do you have more to say about the dichotomy this creates?
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