CUSTOMER SATISFACTION
AND RELATED BEHAVIOR OF BANK CUSTOMER
(A FIELD STUDY
AMONG THE TEACHING STAFF OF
BOGAZICGI UNIVERSITY)

by
Ahmed Aly Hassan
B. Com,, Cairo University, 1967
M.B.A., Texas A and I University, 1977

Submitted to the Institute for Graduate Studies in
Soclal ‘Sciences in partial fulfillment of

/f‘ .
the requiremgg;g;ﬁgr the degree of

Doctor
of
// A\\PhiloSOphy//

~/ / Bogazici UnlverSIty Library

L

Bogazigi University
16984




CUSTOMER SATISFACTION
AND RELATED BEHAVIOR OF BANK CUSTOMER
(A FIELD STUDY
AMONG THE TEACHING STAFF OF
BOGAZICI UNIVERSITY)
Ph.D. Thesis

APPROVED BY

Prof. Dr. Ahmet Ko¢
(Thesis Supervisor)

IS &&=
) =z

/A ;/j;

Do¢. Dr. Muzaffer Bodur ffj/;é;ww”/ﬁwwt

Lo

Dog. Dr. Mehtap Koktirk 2.7 AnA

DATE OF APPROVAL : June 28, 1984




TABLE OF CONTENTS

Page

ACKNOWLEDGEMENTS: ccoveseesosssscsccccssnnsssscsccsnses Vi
ABSTRACT.................................;............ vii
oA P
LIST OF_FIGURES.............,.....................;...xiii
LIST OF TABLES........................................ xiv
LIST OF SYMBOLS....................................... xvi
INTRODUCTION. cesssecssscocscscsccscsossscsccnssnsasacases 1
PART ONE~-CONCEPTUAL FRAMEWORK...ccoecscccosccsncecsosce 8
I. CUSTOMER SATISFACTION..ececccvssscecsscancnsca 9

1.1, Customer Satisfaction Concept..iv.eee.o 9

l.2. Defining Customer-Satisfaction.;?t,.... 11-

1.3. Meaauring‘Customer Satisfaction........ 17

1.3.1. Measuring Customer Satisfac-
' tion in the Proposed Study..... 20

II. FACTORS AFFECTING CUSTOMER SATISFACTION
IN THE STUDY.C......'...‘...........’...I..... 24

2.1. Responsiveness To Customer's .
complaints......‘..*..‘....I..O.....O‘. 24‘

202. Qualit}' Of semiceooow‘h\yno-.ooooono..o. 25

2.3. Quality Of Information Given By
) mployeeaﬂi‘....Q.‘.O.....QIOQ....;/...D 29

2.4. Employees CharacteristicS8...cecceecaces 30

2.5. Severity Of Problems, Self-Confidence,
And Degree Of Perceived RisK.eeecoeoeoaes 32

.2.6. Time Period, Demographic Data,‘And
Other AlternativeS....ceccceecsccansssns I

2.7. “f,‘cost Of Services.....O......'Q..Q.“..‘ 34



2.8.
2.9.
2.10,

" 2.11.

2.12.
2.13.

2.14.

Interest Rate On s&Vingﬂ...-.'-..-.-oo-.-

‘Promotion And AdvertiSingoo.oooooo.o..o. .

Reputution, Liquidity, And Financial
Position...0.00.0.l.......l..'?bi..‘...“

Profitabllity, Social, Societal, And
National Economic Responsibilities......

Technical Facilities Of The Bank........

District, Location, And Parking :
Facilities Of The BanK...ceecessscoonsasne

Facilities Offered To Follow Rights
Legally...‘...........{.».....’...........

III. CUSTOMER ATTITUDE;..........'I....Q..‘........‘

IV,

3.1

3.2
3.30

Attitude Concept And Definition.....cecee
3.1.1. Attitude Components......;.......
FUNCtions OFf Attitude....eessesseesenesss
Férmation Of AttitudesSeceecoenvccnvccenns
3.3.1.- Noncomﬁénsatory ModelSeeessconasns
3.3.2. Compansatory ModelS....ccenveveecs

Impact Of Customer Behavior And
Satisfaction On Attitude.ccecocnnscssncnsea

Measuring Attitudetio...Q........I.;......

3.5.1. Measuring Attitude In The
Proposed Study.cccevacersccccanssee

PERCEIVED RISK IN SATISFACTION -ATTITUDE

STUDIE&U..“..‘.‘.G.....I....I.....‘.....C..‘...

4.1,

4.2.

Perceived Risk Concept And Definition....

Perceived Risk Models....................

~4.2.1. Inherent And Handled RisK........

4.2.2. Perceived Risk In Retail
Inatitution SelectioNecscseccones

Page

35
35

36
37
38
39
40
42
42

43

45 .
47
47
48

49
52

53

56
56
58
61

62



v.

4’.3'

4.4.

4.2.3.

4.2.4.

Page

Perceived Riak And Informa-
tion Hanling..QQ...I....‘..I.-'.

Comprehensive Model Of Risk
Taking..0..0..‘..'5‘0..0.‘.!.‘}.

The Relevance 0f Perceived Risk Defini-
tion And Models For The Present Study...

Measuring Perceived Risk................

4o4olo

Meaauring Perceived Risk In
The Proposed Study..cecocvcccacs

WORD=-OF-MOUTH COMMUNICATION AND RELATED
BUYING BEHAVIORO.‘....."...............Q.....

5.1,

5.2.
5.3.
5.4.

word-of-Mouth Communication Concept.....

Cognitive Dissonance And WOMC.....cese0e

Perceived Risk And WOMC;......;.........

Measuring WOrd-of-Mouth Communication...

5.4.1.

Measuring WOMC In The Present
Study...‘...'0......."..“‘....

PART TWO~EMPIRICAL FRAMEWORK..cceccececcetvecscesscccnns

VI.

DESIGN OF STUDY‘......“...'Bo'l......l'...‘..

6.1,

6.2.

Nature, Scope, And Importance Of Study..

6.1.1‘
6.1.2.
6.1.3.

Nature Of Study..cceeevceccances
Scope Of Study.‘....‘.‘..l..‘..‘
Importance Of Studye.eeeeescescas

HypotheSES..........;...-.-.............

6.2.1.

6.2.2.

6.2.3.
6.2.4.
6.2.50

First HypotheSiB................

HSecond HypotheBiSeiceeessccsccas

Third HypothesiS..ceeeecesescsass
Fourth HypothesisS.cseeiseooaneee
Fifth*HypOthesiB.............--.

64

65

67

68

69

71

7
76
79
81

82
84
85

85

85
86
89
90
90
92
93
94
97

iii



VII.

VIII.

6.3,

6-40
" DATA

7.1.

7.2.

iv

Pagé

) 6.2‘60 Sixth Hypothesis...ti.....0........0 98

6.2.7. Rational Of HypotheseB...eeveeseeses 101
Methodology};.;........a.,..............;... 102
6.3.1, Sampling Plan....ceccecesseesssceccess 102
6.3.2. Types Of Collected Dat@.cececeoees.. 105
6.3.3. Measurement Instruments...;......... 107
6.3.4. Data AnalysiB.ececvccecessccscccscsss 111
Limitations Of The Study.eciececccecsssccenes 114
INTERPRETATION AND RESULTS.............,..... 117
Data InterpretationS8...ccecececeresccssasacs 117

7.1.1. "Results On Frequency Distribu-
- »tior‘la'....‘.w.“.,.-'...v,..f,.'.."...‘... 117

7.1.2. Results On Discriminant
Analysis.'.........‘.........O.....‘ 126

7.1.3. Results On Chi-Square AnalysiS...... 135
T7.1.4. Results On Factor AnalysiS....cceee» 171
Summary Of Results........‘........'........ 176

Te2.1l. Major Findings Of The Study.cececeees 177

CONCLUSION, IMPLICATION, AND RECOMMENDATIONS...... 185

8.1.
8.2,

8.3.

-conc1u81°noooooocooonooolo-'.'ooo-o.-oooooo. 185
Implications."......O..l.........“........ 189

8.2.1. Customer Satisfaction And Related /
,mBuyer BehaVior-.oooo.000000.oooald?! 190

8.2,2., Customer Satisfaction And
Planning ProcesSB.cecceccsccccoasecseaa 191

Recommendations......0..‘....0.......'...... 201

8.3.1. Recommendations Directed To >
Bank ManagersS.ecceccececascsccessssess 201



8.3.2.

8.3.3.

8.3-4.

8.3.5.

8.3.6.

Page
Recommendations Directed To
Bank Employe€eS.eeececscecscscsss 202

Recommendations Directed To
customers.c..l......l..'...l.l.. 202

Recommendatioﬂs Directed To
Customer Organizations.......... 203

Recommendations Directed To
Governmental AgenciesS....cossees 203

Recommendations Directed To
Marketing AcademicianS.ccccces.s 204

APPENDIXI...............'.l..'....."‘..‘l.......l'.... 205

‘ REFmEHCES..........'.-.‘-.......'.....‘..0............~ 211



ACKNOWLEDGEMENTS

I would like to ackowledge the spritual and schol-
ary support given me'by~Professdr Ahmet Xo¢ and Professor
Muzaffer Bodur. I am indebted to them for their wisdom of
knowledge and their valuable guidance and comments through-
6ut the early draft of this research. They have been constar
sources of encouragement ahd inspiration while revising the
first draft of this research, They have made a tremendious
effort reading the early draft of the research and writing:
the necessary notes thoughtfully.

I would like also to express my sincere feeling to
all teaching staff 6f Bogazi¢l University who contributed
and participated in filling out the research questionnaires
and writing some valuable comments. Finally, I would like
to express my tharks to Aydin Yasgarol, and Ayge Ergiiveng
for their effort in printing out the computer output of the

research,



CUSTOMER SATISFACTION
AND RELATED BEHAVIOR OF BANK CUSTOMERS
(A field Study
Among The Teaching Staff Of
Bogazi¢i University)

In this study, satisfaction and related aspects of
perception, attitude, Wordeof—Mouth“Communication (woMC), and
staff at Bogazig¢i University in Istanbul were;investigated.

A quota sample of 152 out of 337 teaching staff was taken.
Tow hundred-two structured-disguised questionnaires were
distributed and gathered personally to collect the informatio
Testing for validity and reliability of questionnaire and
scales were considered before gathering the data.

The main objectives of the study are to discover:

First: The relationships between feelings of custo-
mer toward specific bank attributes, and overall customer
satisfaction or dissatisfaction.

Second: The relationship between'épecific customer
traits, and overall customer satisfaction or dissatisfaction.

Third: The relationship between customer satisfac-
tion or dissatisfaction, and attitudes.

Fourth: The relationship between zattitudes and WOMC

Fifth: The relationship between WOMC, and customer
behavior toward the prefered bank.

Sixth: The relationship between severity of problen
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the customer faced in dealing with his prefered bank; and his
perceived risk, satisfaction, attitude, WOMC, and related
behavior.

Seventh: The most meaningful factors related to
bank attributes that affect customer in choosing a bank to
deposit money in and inforcing positive conversations. and
actions among others,

The results of the study reflect positive relation-
ships between the above mentioned variables, However, these
relationships vary in its extent. Further, the results of
the study clarify the most meaningful factors that influence
the individual to deposit his money in a bank and to initiate
positive WOMC about that bank. :

It is éoncluded that customer satisfaction contri-
butes to strength or weaken éititudes. It is also deducted
that customer attitude is related to WOMC.

In addition, it is found that cuétomers who were
more involved in receiving and transmitting positive WOMC
were more likely to encourage others to invest in their
banks than customers who are less involved in these types
of WOMC. PFurthermore, customers who were more involved in
processing positive WOMC were more likely to: (1) increase
the amount they invest in their banks, and (2) encourage
~others to invest in their banks than customers who were
less involved 1n processing positive WOMC.

On the other hand, it is found that customers who

were more involved in receiving and seeking negative WOMC



were more likely'to reduce the amount of money deposited in
their“banks than those who were less involved in receiving
and seeking negative WOMC.

It is also concluded from this study that customers
who had severe problems with their banks were more likely to
complain to managers of those banks than those customers who
had no problems,

The main4implication of the study is that a bank's
success in the long run is dependent completely on consider-
ing customer satisfaction as the main goal of planning, imple
mentation, and contirol of bank services.

At the end, several recommendations have been
suggested for better bank services,‘higher customer satisfac-
tion, more favorable attitude, and more preferable behavior
toward banks. These recommendations are directed to bank
managérs, bank employees, customers, customers' organizationg

Governmental agencies, and academicians.
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INTRODUCTION



The concepts of consumer satisfaction and related
behavior have been handledvby some writers from several
dimensions. The main value of customer satisfaction“toncept
is that it ties a lot of related variables together. It
has been poasible to apply a comprehensiﬁe and unified
conceptual scheme composed of a set of components. The scheme
itself is usefui more for telling us what we do not know
than for reporting findings. It is useful to guide us
toward new areas of research.

One of the important new areas for research is to
relate customer satisfaction to attitude, Word-of-Mouth
Communication and customer behavior. Some writers have
related one of the attitude components (perceived risk) to
information handling, but very few of them have related
attitude to Word-of-Mouth Communication, There is also very
iimited research of}positive and negative Word-of-Mouth
Communication specially in terms of receiving, seeking,
transmitting, and processing, and its relationship to con-
sumer behavior.

The study of consumer satisfaction, attitude, Word-
of-Mouth Communicétion and related behavior is important
for several reasons in general, and for spécific reasons
‘related to retail bank services in particular. One of
the general reasons for studying customer satisfaction,
attitude, Word-of-Mouth Communication, and related behavior

is theélimited research and literature that tie these



variablés together. The second reéson is the intended treat-
ment of customer satisfaction, by most writers, as a depend-
ent'variable}diﬁwéiitéwdf the importance of studying
customer satisfaction as a dependent variable, as it 1is
affected by several traits, it cah also be studied as an
independent variable that can affect attitude, and consumer
behavior. The third reason to study customer satisfaction,
attitude, Word-of-=Mouth Communication, and related behavior
is that there are very few étudies that handle positive

and negative. Word-of-Mouth Communication in spite of its
importance in terms of its consequences on consumer
behavior.

As for the particular reasons, the most important
reéson to study customer satisfaction, attitude, and Word-
¢f-Mouth Communication among‘cuatomers of retaii gservices
and specially among customers of retaill banks is the obvious
and serious lack of research in this area. It was noticed
from reviewing the literature that very few studies handled
customer satisfaction of retail services in general and
bank services in bafticular. It is also important to men-
tion that some studies handled perceived risk and retail
store customers, but almost no study has interrelated
cuatbmer satisfaction, attitude, Word-of-Mouth Communica~
tion and customer behavior of retail services in general
and retail bank in particular.

In the proposed research the impact of several



traits on consumer satisfaction, attitude, Word-of-Mouth
Communication, and customér actions related to depositing

in banks are investigated. The importance of customef satis-
faction, attitude, and Word-of-Mouth Communication is more
fully recognized in considering them as mediating‘variables
between the several traits utilized in this research and the
behavior of bank customers. It is worth to give special
attention "to those variables since they may affect the
magnitude and speed of positive and negative actions taken
by customers of banks toward the increase of théir invest-
ment in banks rather than other competitive alternatives.

In the proposed research, the focus will be directed
malnly toward those aspects of consumer'satisfaction, attitude
and WOrd~of—Mouth Communication that are best related to the
hypotheses derived in this study. Th proposed research does
nbt seek to investigate which model of customer satisfaction,
attitude, and related behavior is best since there is no one
best model. Rather the focus of this research is upon:

1. The investigation of the impact of several
attributes related to bank services on customer satisfaction.

2. The relationship between customer satisfaction
and customer aftitude. | »

3. The relationship between customer attitude and
positive or negative Word-of-Mouth Communicatioﬁ.

4., The relationship between Word-of-Mouth Commun-

ication and customer behavior,



The results of this studyvare important to all -
banks, as well as the economj as a whole, in‘the sense
that it should encoufage banks to give more attention to
the more effective attributes from the point of view of
customers of those banks, This shoﬁld contribute toward
the minimization of perceived risk and the inforcement of
customers satisfaction and attitude. Accordingly negative
Word-of~Mouth Communicétion (receiving, seeking, process-
ing, and transmitting) can be reduced, while positive Word-
of-Mouth Communication can be increased. In this sense,
the speed and magnitude of customers' contribution toward
depositing in banks rather than other alternativés can be
increased. The logic behind this 1s that positive Word-of-
Mouth Communication specially processing positive Word-of-
Mouth Communication, may have a tremendous impact to
encourage people to select one possible alternative to
invest their-monéy‘ih rather than other alternatives. The
speed and magnitude of customers' contribution toward .
depositing in banks rather than other alternativesdepend
partially upon the speed and magnitude of processing
positive Word-of-Mouth Communication. Accordingly, a tre-
hendous impact on the development of the economy as whole
can be achieved,: since managing inQestments by banks may
be more pianned toward the benefits of the economy rather
than other alternatives. ~

This study includes two main parts. The first part



contains conceptual framework whichuis mainly a'literature
review, It includes five chapters: chapter one handles
customer satisfaction concept, which includes definitiori"and
meaning of customer satisfaction in other studies and the
proposed study. Chapter two 1nclude§ factors that may affect
customer satisfaction in the proposed study.

Chapter three includes customer attitude concept
and definition, functions and formation of attitude, impact
of customer satisfaction on attitude change, and measuring
attitude in other studies and in the proposed study.

Chapter four contains perceived risk concept and
definition; modeis of perceived risk concentrating on
handled risk and the relevance of perceived risk models-
to the proposed study, and finally measuring perceived
risk in other studies and in the proposed study.

. Chapter five handles Word-of-Mouth Communication
concept and related behavior. In this chapter, in addition
‘to the concept and definitions, the concept of Word-of-
Mouth Communication is related to cognitive dissonance
and perceived risk concepts, and finally this chapter
includes measuring of Word-of-Mouth Communication in other
studies and in the proposed study;

The second part of the sfudy handles the emperi-
bal framework of the étudy as a field study. It éontains
three chapters, chapter six introduces the plan of the :

study, nature, scope, and importance of study, in addi-



tion to hypothésis formulation, methodology, and limitations
of the study. |

Chapter seven includes data interpretation and
results of‘the study. Finally, chapter eight contains the
conclusion, implication and recommendations of the

study.



PART ONE-CONCEPTUAL FRAMEWORK

I.
- II.

CUSTOMER SATISFACTION

FACTORS AFFECTING CUSTOMER
SATISFACTION IN THE STUDY

CUSTOMER ATTITUDE

PERCEIVED RISK IN SATISFACTION=-
ATTITUDE STUDIES

WORD~-OF-~-MOUTH COMMUNICATION
AND RELATED BUYING BEHAVIOR



>

I. CUSTOMER SATISFACTION
l.1. Customer Satisfaction Concept

Customer satisfaction is one of the subjects that
is more recognized in recent years., It:is noted that the
increasing concern about customer satisfaction does reflect,
directly of indirecly, a growing level of o#erall customer
dissatisfaction. Although not a new concern among progressive
businessmen who follow the marketing concept, customer siatis-
faction did not receive that much attention by service firms.
However, consumerism and customer protection have atigulated
more interest in customer satisfaction.”cﬁstomer organiza-
tions and governmentél agencies have also encouraged efforts
in this concern (Straver, 1971).

As a result of pressures from both government
and consumer groups, some corporations have established
new departments of consumers affairs (Blum et. al., 1974).
In addition, the growing interest in quality of 1life and
measures of consumer attitude have aléo stimulated inc-
reasing attention toward customer satiasfaction (Arndt
et. al., 1977).

It has taken business a long time~ (since 1960's)
to come to grips with the real meaning of consumerism. In
society,’gonsumers usually have genuine complaints. Business
geﬂerally has reacted to the growing consumer awareness

in five distinct ways or steps (Peterson, 1974):
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1. When consumer groups make a charge, deny every-
thing.
2. If denying everything doesn't work, try to dis--
credit who ever made the charge. '
3. When consumefs get no redress and seek legisla-
tive action, hinder and oppose everything. |
4., If legislation is passed (or regulations written)
try to "defang":apything that is enacted by working against
" implementation and appropriations or getting an opponent of
the law appointed to administer it.
- 5. Do something about the problems. After repeated
frustration, the awakéning comes and business realizes
that service is its first obligation if it is to grow and
prosper. The best way to cope with the problems is to look
at the allegations seriously, give responsible consumer
apokesmen a fair hearing, and make a serious effort to do
something constructive to correct the shortcoming and to
maintain consumer satisfaction,
| The consumer decision process has been the subject
of such fesearch since the 1950's. There have been studies
of the amount of consumer information seeking (Newman and
S&télinq,1972). the type of information sdught, and the
sources consulted.
One of tpe reason that these studies are of inter-
"est 1s that their findings frequently have been assumed

to bé related to consumer satisfaction. For example, it



is commonly thought that a positi#e relationships exists
between (a) the amount of information sought and (b) buyer
satisfact;un.» The latter however seldom has been addressed
directly. .
There have been surveya>of public opinion on market-

ing practices and consumer issues in which respondents
have registered agreement with general statements critical
of various aspects of current marketing (Barksdale and Dar-
den, 1972). Few studies howéver, have attempted to find out
directly from customers how they felt in specific buying
experience, Further, studies of consumer complaints also
have indicated- the proportions of congumers»yhorfelt upset
or gﬁtempted to obtain redress for nome dissati$faction to
be small’ (Howland et. al., 1975). In addition, much
phenomenological studies of consumer satisfaction have been
concerned largely and for a long time with the usage or
cohsumption of products rather than services.

| However, (Westbrook et. al{, 1978) suggest
a need for research to learn more about the characteristics
of satisfaction and dissatisfaction, recognizing that
negative consumer attitude may reflect personal limitations
and predispositions, perhaps, as much as Or even more than

the imperfections- of the market place.

1.2. Defining Customer Satisfaction

In spite of the difficulty of obtaining an

adequate operational definition of customer satisfaction,
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it is measured in some cases by the lack of consumer dissat-
isfaction, in the sense of lower level of customer complaints
(Hempel, 1976). However, complaints data are sometimes"
inadequate feedback measures for ensuring a market equilib-
rium minimizing consumer dissatisfaction (Olander, 1977).
Although there is no single definition for customer satis-
faction, concern with cﬁstoher satisfaction.can be traced
back to the dawn of cusfomer needs.

Marketing concept was built long time ago around
satisfaction of customer needs. However, since 1950 the
focus‘has been mdre toward the issues of 1ntereét to consum-
erism, Marketing theory has been enlarged at that time and
marketing thought has contributed to the solution of the
problems of excess supply. Promotion was very important at
that time, and profit ﬁas a function of consumer satisfaction.
Marketing research has been enlarged to include consumer
satisfaction and other relevant matters. The developments
in psychology and sociology emphasizing consumer behavior
and environmental 1nflﬁences have received more attention
since then and have contributed to marketing thebry and
enlarged its boundaries (Halbert, 1965).

u The concept of utility is also sométhing that can
indicate the degree of customer satisfaction. If this is
so, then customer satisfaction can be traced across a
longer period that have its roots from the economist!s

concept of utility (Fisk, 1971).



In spite of the difficulties in measuring utility
(Green, 1975), economists have viewed utility as inherent
in a good 1nvolv¢@.in terms of form, time, place, and
possession utility. Accordingly,_customer safisfaction
is viewed in those types of utility (Walters, 1974). Perhaps
the central theoretical concept of economics has been that
of rationality. Economic theory holds that people behave
in their decision making as though they were trying to
"achieve the most of some value, often called utility and
often measured in money. The concept of rationality so
central to economic theory appears on close examination to-
be a very difficult concept indeed (Kerman, 1968). However,
the definition of rationality is not suggested in this
place. Economists view that customers, as rationalrecono-
mic people, prefer more utility (Katona, 1963), therefore
collection of higher utility is preferred (Lancaster, 1969).
Utilityhis deriﬁed from the characteristics which the good |
or‘service possess (Lancaster, 1971)., Therefore, goods or
services are the vehicles for obtaining these characteris-~
tics from which customer satig;action‘emerges. In this
particular case, goods and services are considered as
means rather than ends.

Customer satisfaction has been approached from
both micro- and macro- points of view; from both theori-
tical and emperical stances; from both benefit bundles

and single global measure (Haley, 1968, Green, 1972);
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and from both:an economist's and complaint department's point
view (Rockwood,J197;),

Marketers also have assured this fact when they
recognize that customers did not buy products and services,
but rather solutions ‘the = problems (Straver. 1977). Con-
sumption of ﬁroducts and services as an end in itself does
not nebessarily reflect a fulfillment of sociological needs
(Hawes and Arndt, 1979). Since 1965, the decade of recon-
ceptualization, marketing has been defined as a process or
rather a social process. Several authors have argued that

 the modern marketing concept serves very naturully to des-

| cribe an important facet of all organizational activity."

(ﬁ All organizations must develop appropriate products to
serve the ends of their consuming groups. The business
heritage of marketing provides a useful set of concepts
for guidiﬁg all organizations tb serve customers toward -

moré satisfaction and better solution to their problems

e~

(Kotler and Levey,'1971).‘Thus, the recent definitions

6f marketing offered by prominipt authors of marketing as
Arndt have considered customer satisfaction as the core
of marketing activities as follows: "Marketing is: (1)
The social process consisting of, (2) The qonception,
planning, and implementation of, (3) The total set of
activities undertaken exchanges by, (4) Individuals or
organized groups of individuals beeing actors in the sys-
tem, (5) In order to bring about the satisfaction of con-

sumer needs for economic goods and services, and (6) The
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social and environmental effects of those activities" (Arndt,
1978).

Some of the models known in consumer behavior have
given more consideration to customer satisfaction. One of
these models is Howard and Sheth model. Howard and his
colleagues have tested parts of the model empirically.
There have been a number of revisions since 1969, The
1974 published reision of the model have dealt with satis-
faction as a function of purchase. Accordingly, in the pre-
purchase stage. consumer formulates an attitude that affects
his intention which may lead to purchasé and satisfaction
that affect confidence and attitude, as shown in Figure

1.2.1‘ ’
Figure 1.2..1

Satisfaction In Howard-Sheth Model

B

Confidence |—

4 ' ,

—————>

| ! |
Attitude —<—>| Intention E-——é{ Purchase
-1 i L.
i .
]
i

A I
| ) I
| o

l

I
l~‘_l Satisfaction L?‘— —_———
i

Source: Engel, D. T.; and Blackwell, R. D., Consumer
Behavior, (Hinsdale, I1l.: Dryden Press, 1978), P. 548

-~



16

~ Howard and Sheth (1969) defined satisfaction as
"The buyer's cégnitive state of being adequately or inadequa-
tely rewarded in a buying situation for the sacrifice he
has undergone", Therefore, customers' expectations of the
degree of satisfaction compared with their actual satisfac-
tion is important”ih determining their continuation with
a specific brand or service.

The relationship of expectations to realizations
and the resulting effect on the consumer's level of satis-
faction have been considered in several studies (Anderson,
1973), Reference group has also an impact on the degree
of satisfaction. Thus satisfaction, like perception, is
always relative to a point of observation and to reference
groups which serve as anchoring stimuli.

In addition, customer satisfaction is a function
of material attributes of the product or service, and the
motivations, perceptions, effort expended; and aspirations
of the customer as well as the availability of alterna-
 tives..

Satisfaction is also a function of consumer benefits
or rewards customers seek in their activities and interests.
The type of reward customer thought for is classified into
material and non-material reward. Sociological theories
~of behavior include achievements ofientation, and tradi-
tion-inner-other directed models.

However, in spite of the varjety of attributes

affecting customer satisfaction and the difficulties in



introducing a unified operational definition of customer
satisfaction, an operational definition is offered in the
empirical section of this study. This definition is directed
more to serve theihypothesized constructs of the research
rather than to reach to a universal definition of customer

satisfaction.

1.3, Measuring Customer Satisfaction

Although the concept of multiple satisfaction can
be traced back to the middle of this century, tﬁe most
prevailing measure seems to be a single, global indicant
of overall satisfaction. This approach was followed in
several studies in which the respondent was asked to rate
his overall satisfaction with particular product or service.

Hawes and Arndt (1979)~quoted>two studies that
have contributed to the development of consumer satisfaction
measure. The first study has contributed to the develop-
ment of such measure of cnsumer of consumer satisfaction
as a social indicator to supplement the consumer_price
index that is reported by Lingoes and Pfaff (1972). The
other study is reported by Pfaff (1972) on the use of this
measure in a pilot study involving a number of household
produéts; "Satisfaction was measuyéd on a seven-point scale
ranging from 'Very satisfied' (A) to 'Not at all satisfied®
(G)." The author concluded that a single aggregate measure
of consumer satisfaction with particular products was not

as useful as profile of various measures.
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‘Other studies in which a single indicant of con-
sumer satisfaction was utilized or implied are those reported
by Banks (1950), Lehmann et al, (1974), and LaPlaca (1974).
‘The Banks‘study was one of the first in‘marketing to use |
a single scale of satisfaction. It was eight-point, asymmet-
rical, very satisfactory/very unsatisfactory scale. The only
solid conclusion which can be drawn from a review of each
of these studies is that each investigator had his own con-
ception of satiSfééfion and his own unique method of opera-~
tionalising this cohcept.
| Pfaff (1972) raised a question concerning the
utility of single global indicant of consumer satisfaction
with a particular product, service, or retail outlet. The
multiple measure approach to determining satisfaction-
appeais to hoid greater promise of providing vifal feedback
contributions that are more helpful in formulating market-
ing strategy.

Similarly, Foricy and Mazis (1975) state: "One
difficulty with previous research using an overall satisfac-
tion meésure is that a great deal of richnesslbf the data
hay be lost by combining a multitude of measures into a single
- score., Studies which are not aggregative, but report only
single itéms may, conversely, obscure relationships among
" important variables. A multidimensional approach to the
complex issue of consumer satisfaction might well be useful
in providing more complete information on consumer attitudes.”

Recently, Maddox (1981) tried to measure customer



satisfaction and dissatisfaction through instrument perfor-

mance and expressive performance, The first would correspond

to the performance of the physical product, while the second.

would relate to a "psychological" level of performance, that
is the user's response. Take, for ekample, the concept of
" values that‘involvga an implicit benefit-cost ratio. Suppose
that for a particular product only two dimensions are
important: appeafance (an expressive outcome) and price
(value). If a two-factor view prevails, "value" has little
relevance. Appearance would affect satisfaction and price
would act on dissatisfaction. Improved appearance would
never reduce dissatisfaction. Similarly, a price cut, no
matter how deep, could not increase satisfaction, which
should only be affected by design improvements. However,
while this may be true in some cases it may not be true 1h
others. The measure of satisfaction and dissatisfaction
used by those writers comes in its origin from Herzberg's
two factor theory which is subject to several criticism,
Finally, Churchill and Surprenant (1982),measured
sétisfaction as a function of expectation and performance
with dissatisfaction as an intervening variable. The results
varied from durablg goods to nondurable goods concerning
the impact of expectations and diséonfirmation to the
éxtent that no éeneralizations ;;n be made to the useful-
ness of measuring expectations and dissatisfaction in the
proposed study.

However, it seems that Hawes and Arndt (1979)

19



study is somewhat relevant to the préposed research, they
explained that when one accepts the concept of multiple
benefits or satisfactions occuring to consumers through the
use of goods and services, then one is faced with problem
of attempting to define theae multiple satiasfactions. Once
defined, consumers could be asked to (a) rate each satis-
faction as io.its importance to him or her, and (b) if
desired, rate the perceived probability of occurence of
that particular satisfaction pér consumption experience.
Soue types of satisfactions, although they may be quite
jmportant to particular groups of consumers, may occﬁr only

irregularly.

20

1.3.1., Measuring Customer Satisfaction in the Proposed study

It was found that it is more promising for market-

ers 1o measuresatisfaction through multiple measures approach,

‘ éince the utility of only a single global measure of consumer '

satisfaction with a particular service seems to be question-
able. Therefore the multiple measure approach'is utilized
in this study. In aﬁdition, the relationship béiween these
multiple measurea and two overall measures of customers
satisfection 18 investigated in the study.

\"The muitipla measures of satisfaction are concerned
with the factors or traits that have impact on consumer
satisfaction. Each customer was asked to assign the import-
ance of each factor on & four-point scale, and to assign

his feeling toward each factor on a six-point D-T scale. In



21

addition, each customer was also asked 'to assign his overall
feeling about the retail bank he is dealing with most often,
utilizing a D-T scale.

This scale was utilized as Westbrook (1980) has
concluded that evidence from threeiseparate studies with
durable goods and banking service indicates the suitability
of the D-T scale for measurement of consumer satisfaction.
The measure has reasonable reiiability, converges with
other rating scales and freeéresponse measures, In addition,
it behaves as would be expected of a measure of satisfaction,
Finally, the D-T scale reduces the skewness of satisfaction
- responses typically noted in previous studies.

The D-T scale is usually a seven items measure
but the middle item is removed in this study to reduce the
rounding error., The items of the scale are as following:
(1) Terrible, (2) Unhappy, (3) Mostly dissatisfied, (4) Mostly
satisfied, (5) Pleased, (6) Delighted, and (9) No opinion.
In addition to utilizing D-T'scale in measuring
the feeling of each customer about the multifactors and
his oferall-feeling about the bank, another overall measure
fortcustomer satisfaction was utilized to measure his
~feeling about his ekperience with the bank he is dealing
with most often. The items of this scale are as followihg:r
| (1) Extremely happy, (2) Happy, (3) Slightly happy, (4) Sli-
ghtly unhappy, (5) Unhappy, (6) Extremely unhappy, and (9)
No opinion, - |

The multi-factors (traits) utilized in this study



are as following:

Factors related to bank's employees:

1.
2.
3.
4.
5.
6.
7.
8.
9.

Responsiveness to compléints.

Accuracy of service.

Speed of service.

Variety of service. o
Accurateness of information given to customers.,
Speed of information given to customers
Helpfulness of employees.

Friendliness of employees.

Attractiveness of employees.

Factors related to customers:

1.

2.
3,
4.

5.
6.

70

Severity of customers! problems in dealing with
the bank.

Degree of risk perceived in dealing with the bank,
General self-confidence.

Percentage of per capita incomeé invested in the

bank.
The length of time period in dealing with the bank.

Other alternatives available for investment rather
than the bank.

Demographic data (Age, sex, and department of work).

Factors related to the bank:

1.
2.
3.
4.
5.

Cost of services. -

Interest rate on savings.
Promotion and advertising.
Reputation of the bank. ‘
Financial position of the bank.



Profitability of the bank.

Liquidity of the bank.

Technical facility of the bank.

Social and societal contributions of the bank.
Impact of the bank on economy.

Layout and district of the bank.

Convenience of the bﬁnk to shopping areas.
Good parking facilities.

Facility offerd to follow rights through legal
actions. '

23
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II. FACTORS AFFECTING CUSTOMER SATISFACTION
IN THE STUDY

There is a variety of factors that have impact on
the satisfaction of the customers of retail banks. As many
factors as possible were collected from several sources
of literature as mentioned below, The purpose was to follow
a multidimensi6néiﬁépproach_for researching this complix
issue of icustomer satisfaction. This multidimensional
approach in dealing with the issue of customer satisfaction
might be useful in providing more complete information on
customer satisfaction and attitude.

Factors are measured in this,study by utilizing the
D-T scale simply by asking the respondent about his feeling
toward each. factor., In addition, each respondent was asked
to rate the importance of each‘factor according to a four-
point scale ranging from ®"very important bto "not import-
ant at all",

The factors included in this multidimensional

eporoach of handling customer aatisfaétion are éxplained

accordingly:

2.1. Resgponsiveness To Customer's Cbmplaints

Responsiveness to customer's complaints is one
of the independénf‘factors affecting customer satisfaction.
Due to the importance of responsiveness to complaints, it

has received attention from several authors. Resnik and
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Narmon (1983) in an exploratory study examined consumer
perceptions df appropriate responses to complaints. The
résponses were analyzed to determine how effectively the
managers could deal with consumer requirements. They provi-
ded insights into how to deal more expeditiously and judici-
ously with complaints, ,

Richins (1983) indicated also that response to
dissatisfaction-making complaints in an attempt to remedy
the dissatisféction-has received more attention in the
literature. Research has grown directly out of the consumer
movement. She quoted studies of Lawther et al. (1979),
and Swan and Longman (1973) concluding that the severity
of dissatisfaction is positively related to complaint
behaviof.-In addition, the greater the blame for the dis-~
satisfaction placed on someone other than the one dissat-
isfied, the greater the likelihood of complaint action.

Finally, Andreasen et al. (1977) aroused the
more vital need of business 1o respond to consumer complaints
They explained, accerding to the findings of their survey,
that there is a widerspread dissatisfaction among customers

toward handling of their complaints,

2.2. Quality of Service

Quality of bank service include three major
factors: Accuracy of service, speed of service, and vari-

ety of service. Bank employees and management must consider

e preot piTiips
= TiVERGITER! KUTUE
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these three factors to a great extent. It is noticed that
there is usually a lack in bank services in connection

with these factors, which may lead to negative consequences.
affecting the productivity of the bank, and customer |
satisfaction.

‘Lovelock and Young (1979) explained that in service
sector increasing productivity is more difficult because
it is depeﬁdent partially upon customer as well as employ-
ees, For example, if the customer fails to complete his
bank withdrawal slip correctly and argue with teller, then
he will slow:down the service and delay other customers as
well. Becauée services involve customers, increasing prod-
uctivity becomes a matter of changing customer behavior.
This is debendent, of course, on customer acceptance of
the change.

In services, where there is a great deal of personal
contact, product;v;ty can be increased by changing proced-
ures at point of delive:y. But these changes such as
replacing a bank teller with machines, directly affect
customers, and the acceptance of the change bénnot be
simply assumed. Sometimes the "technical core"™ or "back
room operations" of a service can be separated from the
personél service aspect. In recent years, many of the |
productivity gains made by service organizations have been
achieved within the technical core, Customers now handle
accounting procedures, But chahges in the technical core

may still affect consumers, requiring them to accept



27

changes in bank statement formats. While many innovations
offer benefité to customers such as greater accuracy and
faster sérvice, customer acceptance can not-be:taken for
granted.

"It is worth to pay attention to the fact that the
American productivity center has singled out banking as
a particularly poor productivity perfo;mer. One strategy
for improving this situation is to replace humaﬁ tellers
with machines for routine transactiona. However, the cost/
benefit analysis should be applied before introducing such
devic. In 1967, automatic tellers machines (ATMS) started
in Britain., In 1970, a few banks in the U.S.A. began to
experiment with:ATMé.'

As a matter of fact, there is always a trade off
between‘apeed and accuracy. If the speed is very high then,
there may be somehcases of inaéuracy. In addition, the
design of ATMs themselves may be accompaniéd with some
pitfalls, Sometimes, ATMS malfunction and refuse to return
valid cards, and sometimes the customer himself may punch
wrong daté on the card. However, some of the newér ATMs
are equipped with telephone, staffed 24 hours per day, with
which a customer can call for assistance in case of
difficulties.

As for the variety of services, bankSalways plan
to. provide several services to their customers. In addition
to the usual services of customer accounts and transfers,

there are a variety of services that can be provided by
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banks to the businessmen seeking commercial information,.
However, many people using banks for their day-to~day
financial transactions remain unawar of the value of their
ancillary sef;iégégrdﬁérof the principal fields in which
‘the banks have equibped themselves in recent years has
‘been in their services to businessmen and exporters. Some
banks maintain taxation departments and some provide full
travel agency service., Many are also empnwered to act as
nominees to administer investments (Davinson, 1965).

In addition, several banks publish helpful mater-
ials reléting to the practice and procedures of export.
Some of these publications emphasize the role of publish-
ing by the bank in export matters. Other bank publications
are designed to assess the exporter by explaining procedures
and services available from all sources, not merely from
tne individual bank, In addition, most banks thfoughout
the world produce at least one periodical and many of
them have an editorial policy based on a wider field than
the purely financial, Businessmen can expect to find
articles on the epqnomic and social conditions in various
countries and étéﬁistics of trade, population, and produc-
tion, as well as much else.

Furthermoie, Warmike et al. (1971) have enlisted
several services that the bank can offer, some of which .
are: (1) Checking accounts, (2) Economic service (employing
idel money of checking and time deposits accounts), (3)

Joint accounts {i)reconciliation of bank statement, (5)



Stopping payment}on'acheck,“ami Postdating check, (6) Free
charges on a iarge checking accounts, (7) ﬁank drafts,

(8) Certified checks, (9)Léashier's checks or treasurer's
checks, (10) Bank money orders, (11) Traveler's checks,
(}2) Savingvaccounts, (13) Trﬁst-functions of bank, (14)
Self-deposit boxes, (15) Financial and tax-advice, (16)
Travel service, (17) Charge account services,rg18) Insﬁant
credit, (19) Revolving credit, (20) Sale of Goﬁernment

bonds, (21) Commercial papers, and (22) Personal loans.

2.3. Quality of Information Given by Employees

Quality of information is one of the criteria
that differentiate between banks, Quaiity of information -
can be cléssified into two main parts: accurateness of
information and speed of information given to customers.
Information is important to customers because in open
market it has inherent merit relative to customer protec-
tion and security' (Thorelli et al., 1980). Therefore,
customer information on the part of employees and on the
part of information system of the bank as a whole seems
to be indispensable element of customer satisfaction.

One study, quoted by Anderson (1973), found
that‘when marketers provide 1nsﬁfficient information
t0 customers, they‘merely encourage or force tb seek
information about the product from other sources. The

other sources may be friends, associates, independent ret-
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ailing organizations, consumer groups, Government agencies,
and competitors. Therefore, it is preferable that each
bank support quick, sufficient, and accurate information

to its customers.

2.4. Employees Characteristics

- Among the most important factors of bank employees
are helpfulness, friendliness, and attractiveness. The
importance of these factors stem from the concept that
customer is thevking, and every aspect of marketing includ-
ing personal selling effort must focus on the customer,
Customers are offered better help when employees are assig-
ned only to those tasks in which they can perform more-
effectively and efficiently (Shapiro, 1974).

Employees and tellers of the bank can perform
functions for tﬁe customer that make them valuable. Further,
helpfulness, and cooperativeness in:handling customers'
problems, ffi;ﬁailhééé;>and attractiveness aré all factors
anticipated from.bankis employees and tellers in dealing
with their customers, |

Employees should have the following characteris-
tice in order to be helpful to their customers: promptness,
understanding customer wants and needs, offering good
quality of service to their customers, answer all customers
questioﬁS'and give better response to their complaints,

givé accuratepinformation at the time they need it, and
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finally give interest and respect to their customers (Lom-
bard, 1955). In addition, employees should be friendly

to their customers and attractive to some extent to be
able to offer an acceptable services to them.,

In fact, it is difficult to obtain all these
characteristics from all employees at all times. If requires
more understanding of customer behavior, good perception
of customer needs, and}better communicatioh between
employees and customers. It may require an extensive
training and evaluation to improve employee behavior

(Kolb, 1979).
| In order to satisfy customers, bank's émployees
as well as customers should‘be directed toward that aim,

One of the best ways that fit this situation is to
| change customers and employees's attitude toward each
other. Shiffman and Kanuk (1978) offered five major
methods of chéﬁgihgﬂétfitude: changing thé basic motivation,
associating the service with a group or event, changing
relevant beliefs, relating to conflicting attitude, and
altering behavior patterns,

In addition, effective communication between
employees and customers should help to increase the req-
uired satisfaction. Helpful ways of communication may
“help in aéhieving higher satisfaction of customers. One
of these ways is active listening. When employees tend
to.iisten'well to customers, then customers perceive

employee as a source of help. This simultanously tends to
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improve employee's perception concerning customer's percep-
tion toward him as a source of help which ends with better.
service and more satisfaction to customers,
| However, although of listening to customers may
create better helpfulness and better services to them,
it méy not necessarily increase the productivity'of the-
employee. Therefore other devicés are necessary, Some of |
these devices are related to communication. It is usually
more effective when the employee utilizes efficient use of
time, space, and things; supportive (not defensive) commun-
ication; continous awareness of the intricacies of thg
perceptual process; and increased accuracy in one's sélf
perception (Kolb, 1979). | |

| In addition, creation of effective work groﬁps
are required for better patterns of employee behavior in
‘the bank. Then, employees should acquire the skills that
should emerge from these new patterns of behavior. In this
manner employees can achieve better productivity in

addition to better satisfaction to their customers (Lik-

2.5. Severity of Problems, Self-Confidence,

and Degree of Perceived Risk

Severity of problems, and handled risk have an
impact on customer dissatisfaction. Richins (1983%) reported

that the more severe the problems created by a retail
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institution for a customer, the more dissatisfaction and
the greater tendency to engage in negative Word-of-Mouth
Communication by the customer. In this situation customer
may process and transmit negative Word-of-Mouth Communica-
tion to a gréater extent, Inﬂéddition, customer may take
negative actions that vary in its strength according to
the severity of the problem caused to himrby a retail
institution,

In addition to the severity of problems, degree
of perceived risk have also an impact on customer dissatis-
faction. Usuaily, the more.severe the problems, thg higher
the perceived risk, and’the lower the satiafaction. Percei—
ved risk can be caused aiao by reasons other than the
severity of problems, Further, perceived risk may be due
to real, or unreal reasons. It may be inherent or handled.
Further, iGeneral self—confidénce,‘in addition to specific
self-confidence may be considered as an intervening
variable that affect the degree of perceived risk. However,

further analysis of perceived risk is offered in a follow-

ing part of this study.

2.6, Time Period, Demographic Data

and Other alternatives

Usually, the longer the period of time in dealing
with a bank, the more loyal should be the customer te that

bank and the lower the dissatisfaction.
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Further, demographic_data; such as age or sex, may
be asgsociated with the degreewgf satisfaction; For example,
.1t may be found that older people are more satisfied in
dealing with their banks than younger people, or vice
versa. |

Other alternatives also may affect the degree of
customer satisfaction., It mayrbe hypothesized that the more
the better alternatives for investment rather than customer's
bank, the less satisfaction in dealing with that bank. This
issue will be discussed with some detail in the énélyéis
section of this study.

77“2;7:mﬂCost of Services

Cost of services is one of the factors that may
affect customer dissatisfaction. Maddox (1981) considered
cbst of service, as well as price of product, as an
instrumental factor that corresponds to the performance
of the product itself and affeét customer dissatisfaction,
while expréssive performance corresponds to the sociolo-
gical 1evei of performance and affect customer satis-
faction.,

Usually, charges for a bank service are incured
when depoéits are made in an account and checks are
writteﬁ. This service charge may be determined by each
bank, or all banks in a city}or a cocuntry may follow the

same'plan l(Warmike et al., 1971). However, cost of
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services may vary from bank to another, and even may vary
from country to another according to the rules and regula-

tions followed in each country.

2.8. Interest Rate on Savings

Interest is usually paid on saving accounts in
banks. There are some differences in the interest earned
from one bank to another or from one country to another.
The income from’interest on}saviﬁgs account is greater
Qhen interest compounded daily than when it is compounded
semiannually-or annually at thg same rate (Warmke, 1971).

Many banks also encourage a "time deposit" of
wecertificate of deposit", of money :or}interest usﬁally
higher in rate., These special déposits may not be with-
draw until the time specified in terms of agreemenf is
fulfilled. However, variation in interest rate in response
to time dimension of deposits 1s an important factor to be

taken in.consideration.

2.9, Promotion and Advertising

Promotion and advertising are paid forms directed
toward expected or existing customersﬂ Prbmotion and adver-
tising of services generally and of bank servicés particul~
arly do not have wide dispersion, specially in dgveloping
couptries. ABanks in developing countries do not give

promotion and advertising the same attention that are
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given by banks in developed countries. For example, free
gifts to customers are utilized to a greater extent in

the United States, England, France, and other developed
countries. While they may be utilized to a lower extent

or may‘not even be utilized at all in developing countries.
Catalouges, pamphlets, brochures, and advertisements about
banks are wi&ely} distributed in developed countries com-
pared to developing countries, However, in some cases,
environméntal and competitive circumsfances may'be'a rea-
son to interpret such variation in the apﬁlicability of

such marketing devices,

2.10. Reputation, Liquidity, and
Financial Position

Reputation of the bank is an intangible asset. It
is considered as an important factor for the bank from the
point of'view of its customers, In fact, reputation of
the bank is affected by several aspects, some of which
are sedufity, return on_investment; interest on savings,
liquidity and financial position of the béﬁk.

\ Banke that usually: (1) secure the money of
their cusiomers against 1055, (2) earn long run‘high
return on investments, (3) give good interest rate on
savings, (4) guarantee for liquidity in short run, and
(5)‘have a good financial position are considered of good
reputation.

Generally, the establishment of banks is contro=~



1led by Govgrnment laws. These laws are designed‘to protect
depositers against loss, and to make certain that the

bank is financially sound and that there are adequaté
funds available for the operating needs of the bank (wérmke
et al., 1971).

2.11. Profitability, Social, Societal, and National

Economic Responsibilities

Profitability, as an objective, has been the
subject'of some controversy in recent years., While some
authors stress the importance of profitability and make
all-too;frequent references to "maximum profitability"
and "maximum efficiency", there are others who stress
some of the wider objectives of the business, for example,
provision of goods and services, discharge of responsibilit;
to the employees, investors, public, society, and the
national economy.

The truth, surely, lies between the twb extremes,
Pfofitability must be regarded as the most important long
run objective, Yet other objectives may, at times, take
precedence over profitability (Kotas, 1970). It is the
interplay of these warious objectives thét necessitates
a compromise and leads to the concept of "optimum profit",
which is commonly refered to as the profit target.

In fact, marketing activities play a vital role

in the achievement of the above goals and objectives. In
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a survey of "English Clearing Banksa" it was found that
after applying méfketing activities, banks under study
reported their highest level of satisfaction with marketing
as the means of meeting their objectiveg. In general, |
high satisfaction was perceived in attaining financial

ahd profit targets and also with adopting profitability

to change in the market piace, and to sociétal require~
ments, Marketing is seen as adding to employee job
satisfaétion and as influencing the bank's corporate

image while not detracting from the public image (Watson,
1982),

2.12., Technical Facilities of the Bank

Technical facilities are very important for the
bank systems. Technology and innovativeness related to
thé core and intervening systems of the bank must cope
with successive technology and inventions in the external
and competitive environment, .There should be an inter-
action between care,' intervening,-and external technology
(Tompson{ 1969; Jelenik, 1977).

Technical facilites, like electronic funds
transfer system (EFTS), provides retail bank customers
with financial transactions which are convenient and
safe (Vinson et al., 1978). However, resistance to
change by some customers may be a problem that need to

be faced in introducing a new technology, 1like the new
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EFTS service, Strategy to introauce and implement the
change, as well aa educational compaigns are necessary to
face the situation (Davis, 1981). |

| Consumer education represents a critical element
in the adoption of such a new fbrm of retail Dbanking.
Strategies designed to introduce new technical facili-
ties, and educational programs that accompany the.e
introduction, c¢an affect consumer's attitude toward

electronic banking.

2.13. District, Location, and Parking
Facilities of the Bank

One of the factors considered in selecting a bank
is its location. Location of the bank from the point of
view of bank customers include the following: (1) proximity
to work, (2) proximity to home, (3) proximity to shopp~-
ing areas, and (4) proximity to parking areas. Several
studies have considered these attributes as determinant
in selecting a bank. However, in a study by Anderson
(1977) locatioﬂ was considered as an important factor,
But in spite of the importanég of this factor, it was
not foﬁnd to be determinant, in the sense that a selec;
tion criterion may be important and yet not determinant

in the decision making.
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2.14. PYFacilities Offered to Follow
Rights Legally

| Facilities offered to customers to follow their .
rights legally are important in some situations, Customers,
occasionally, may need legal consultation to solve some
financial problems. They also may need help to solve
problems of transfering money from one bank to another
located in‘the same city or in different cities or even
in different countries. Delay in the transfer process
may be very costly in terms of time, interest lost, and
opportunity cost,

A problem arises when a customer of particular

bank either cashes or deposits a check that was drawn
on some other bank., In order to make "Clearing" proc-
ess, the customer bank must collect the amount of the
check from the bank on which the check was drawn (War-

mke, 1971). f
o The "élearing" process is more complicated
among banks Wwidely separateazr In order to solve the
problem, clearing houses may be established in some
cities and among banks widely separated. It is a volun-
tary association of banks that has to solve problems
cdmmon to the member banks. One of those problems
is the clearing of checks and the arrangement of collec~
tions between banks.

At the end, it is concluded that several



factors affect customer satisfaction., Some of those
factors are related to the bank, some others are related
to employees of the bank, and some others are related to

bank customers.,
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III. CUSTOMER ATTITUDE

3.1. Attitude Concept And Definition

Attitude and attitude change play a major rgle
in both consumer research and marketing attempts to affect
consumer behavior. Through studying attitude, it is easier
to understand the character of thoughts and feelings that
proceed or succeed purchase. And if these thoughts and
feelings éan be understood, then presumably they can be
influenced in order to change behavior,

Although attitude are actually a way of think-
ing, it is known that a person has an attitude only by
what he says or does. When someone prefers a retail insti--
tution or a brand consistently and recommends it to friends,
it is inferred that he has a positive attitude toward
it., If he was asked to rank that retail institution among
all other retail institutions he would probably rank it
first. And if a market research interviewer asked: about thit
consumer's beliefs, opinions, and ihtentions, it is likely
ne would find them to be favorable also (Schiffman and |
Kanuk, 1978). Therefore, a mental state determines an
individualts favorable or unfavorable inclination toward
an attribute or an object. This inclination is known as
an attitude (Hughes, 1971). |

Evidently, a whole universe of activities, con-

sistent preferences, recommendations, top rankings, belief:
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opinions, .and intentions are related to attitude., Therefore,

attitude is - learned tendencies to perceive and act in
some consistently favorable or unfavorable manner with

regard to a given object or idea (Fishbein,"1967).  , .

3.1.1., Attitude Components

-~ Several authors have agreed about three main
components of attitude:

(1) The perceptual and cognitive component: A cog-
nitive component is the idea which is generally some
category used bylhumans in thinking. Categories are infer-
red from consistencies in responses to discriminably
different stimuli. The pérception of a brand, product, or
service can be a part of attitude and can lead to evalua-
tions. Conversely, evaluations can affect perceptions
(Schiffman and Kanuk, 1978).

| The perceptual-cognitive componeht of attitude
is almost always basic to the other parts of attitude and
behavior itself., Perception-cognition is probably the
most important attitude component in the developmeht of
marketing étrategj. If marketers can change consumers'
beliefs, they have a chance to change evaluations, action
tendencies, and subsequent behavior,

(2) The affective and evaluative component: An

affective component is the emotion which changes the
1dea; If a person "feels good" or “feels bad" when he

thinks about the category, then it is concluded that he



has a positive or negative attitude toward the members of
this category ’(Triadis, 1971).

The nucleus of attitudes is evaluation, Sometimis
it is the only component measured. In consumer behavior,
tne evaluation component is measured by asking consumers
how well they feel the product or service will (or does)
perform, especially in comparison with other brands or
services,

(3) The behavioral and action-tendency component:
A behavioral compbﬁént is a predisposition to action., The
transition from attitudes to actual buying is usually
made through the action-tendencyicomponent, which can
be measured by questions regarding buying intentions or
preferences.

The tri-component attitude model and its relation
to behavior is depicted in figﬁre 3.1l.1. Several points
snould be'noted:

" First, the three components build upon each other.

Second, evaluations are the key aspect of attitude
while perception can lead to evaluations, evaluations can
aisq affect perceptions., Similarly, though evaluations
usually lead to action tendencies, the tendencies, as well
ag the action itself, can élso affect evaluations,

Thrid, attitudes relate in only general ways to
buying behavior. The correspondence between attifudes
and actual behavidr is closest when the action prediction

is mede from buying intentions.
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Figure 3.1.1

The Tri-Component Attitude Model and Its

Relation to Buying Behavior
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Source: Schiffman, Leon G. anaﬁKanuk, Leslie Lazar, Consu-
mer Behavior, (Englewood Cliffs, N.J.: Prentic-Hall, Inc.,
lgig)’ P. 1530

2.2. Functions Of Attitude

Attitude is developed in the process of coping
with individual's social environments and, once developed,
it faciliates his adjustments by regularizing his reactions
to recurring events. When it is rigidly organized, however,
it constricts the richness of his-experienées because
-he tends to dategorize things, people, and events too
reédily into overstructured patterns of “thought and his
feelings and reactions with regard to them become routini-

zed (Lambert, 1964).



The major functions which attitudes perform for
the individual can be grouped according to their motiva-
tional basis as follows (Katz, 1968):

.l. The instrumental, adjustive, or utilitarian
function: Attitude helps individual to understand the
world around them, by organizing and simplifying a very
complex input from their envirenment.

2. The ego-defensive function: Iﬁdividual pro-
tects his self-esteem, by making it possible for him to
avoid unpleasant truths about himself. .

3. The value-expressive function: Attitude helps
one adjust in é édmplex world, by making it more likely
that he will react so as to maximize his rewards from
the environment. Individual derivesrsatisfactions from
expressing attitudes appropriate to his personal values
and to his concept of himself,

4. The knowledge function: Knowiedge function
ie based’on the individual's need to give structure to
his universe, to understand it, +to predict events,

Stated simply, the functional approach in attitude
studies is the attempt to understand the reasons people
hold the attitudes they do. The reasons, however, are at the
level of psychological motivations. Unless we know the
- psychological need which is met byvthe holding of an attit-
ude we are in a poor position to predict when and how

it will change.
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3.3. Formation 0f Attitudes

The proéess by which consumers form beliefs and
attitudes toward products and services has only recentlj
received much attention in the literature of consumer |
behavior. Consumers appear to use>two different tyﬁes.of
strategies in arriving at these judgment: Compensatory

and noncompensatory (Engel and Blackwell, 1978).

3.3.1; Noncompensatory Models

With noncompensatory models the weakness on one
attribute is not compensated for by strength on another,
It has received much less attention in the literature.
However, there are three variations:

l.' fﬁéweéhjﬁhctive model: According to this
.model, the consumer establishes a minimum acceptable
level for each product or service attribute. A brand or
service will be evaluated as acceptable only if each att-
ribute equals or exceeds that minimum level. A lower than
acceptable rating on one attribute will lead to a negative
evaluation and rejection, |

2; ‘The disjunctive model: This model indicates

that the consumer establishes one or more attributes as
beéing dominant. Abrand or service will be‘evaluated as
acceptable only if it exceeds the minimum specified level
on these key attributes. The other attributes really are

of 1little significance.
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3. The lexicographic modél: As for this model,
the consumer ranks product or service attributes from most
important to least important. The brand or service that
dominates on the most important criterion receives the
highest evaluation. If two or more brands or services tie,
then the‘second attribute is examined and so0 on until the

tie is broken.

3.3+2. Compensatory Models
With compensatory models the weakness on one
attribute may be compensated for by strength on an other.

They are categorized into two main categories:

l. The expectancy-value model: This model inclued
two main versions, The first assumes from the outset that
there will be more than one evaluative criterion or attri-
bute along which the alternative will be evaluated. Judg-
ments are based on beliefs that access whether or not the
object actually pessesses the attribute in question plus
an evaluation of the "goodness or badness" of that belief.
This in effect, is the Fishbein multiattribnte attitude
model (Fishbein, 1967). The other version is related to
Rosenberg model (Rosenberg, 1956). This model, as initialy
published, contained two variables: (1) values "Evaluative

criteria” and their importance in arriving at an attitude
land (2) péfceived instrumentality (the degree to which the
taking of a point of view or following an action will either

enhance or block the attainment of a value).



The Rosenberg (1956) model states that the sign
and degree of an overall attitude toward an object is
a function of the sum of the products of thelimportance
cf each value associated with the object times the potency
of the object for realizing the value (hughes, 1971). In
the pure form, the Rosenberg model calls for the measure-
ment of value importance on scale containing 21 categories
ranging from "gives me maximum satisfactidn" (+10) to
"gives me maximum dissatisfaction" (-10) (Engle and Black-
well 1978). - | »

2. The attribute adequacy model: The expectancy
value model makes no assumptions about the degree to which
rating of a brand or producf along an attribute approaches
or even exceeds the "ideal" the consumer has in mind for
that attribute, However, in the attribute adequacy model,
the evaluation is arrived at in a similar manner as
discussed above, with the exception that an expiicit
assessment is made of the difference between "ideal'and

actual™ on each attribute.

3.4. Impact Of Customer Behavior Aﬁd
Satisfaction On Attitude
Some researéh on attitude admit that customer
attitude inforces his behavior in a certain manner toward
"an object or an idea. Further, there is a group of con-
sumer behaviorists who maintain that behavior change

must be somehow generated by an attitude change (Howard
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and Sheth, 1969; Pinson and Roberto, 1973). While this
may be true the history of behavioral science repofts
conflicting views, Contesting to the above view is another
group which holds the proposition that an attitude change
is not necessary for behavior to change (Festinger, 1964).
Attitude change comes from an antecedent behavior change.
Accordingly, changes in attitudes may follow changes in
behavior, therebyrsupporting the theory of cognitive
Dissonance, Atkin (1962) concluded, after analyzing the
results of a study on store patronage, that attitude
toward various stores changed only after shoppers bought
there. _

In spite of the above conflicting views, the con-
flict was resolved by a general theory that showed that
both vieus could be valid., Attitude change may precede
' ‘behavioral change in some situations, while behavioral

change may precede and affect attitude change in some
Iother situations (Hughes, 1971)., In a similar manner,
Nicosia (1966) indicated that both attitude and behavior
affect each other, while Engle and Blackwell, (1978) stated in
their model that attitudes and beliefs may affect behavior
in termsvof choice of an alternative action., They stated alsc
that satisfaction may affect information and experience
which in turn may affet evalﬁation, beliefs, and
attitudes, -

From the above, it can be generalized that

cusfomer behavior and (or) satisfaction toward a product
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or service may affect his attitude. The interpretation

of this may be explained by two theories: (1) Cognitive
diséonance theory, and (2) Self-perception theory. Attitude
éhange would follow changes in behavior, Experience with
the product may produce cognitive dissonance, which would
send the buyer in search of new behavior to immetiate.
Accordingly, information processing would flow from beha-
vior toward attitudes and beliefs (Hughes, 1971).

The baéis of the changing attitudes by changing
behavior strategy is that attitudes are learned from -
experience. The most important experience is actual beha-
vior and receiving rewards and punishments for that behavior-
Thus, if people are encouraged to behave-to have experiences
with a product or service-then it is possible to change
their attitudes_toward that product. One‘process of attit-
ude developméntABéginSMWith behavior, More specifically,
after buying a product or service, consumers often experi-
ence what is known as post-purchase dissonance. Since the
choice between two alternatives is not always a clear
one, the exiétance of the rejected choice and its adver-
tiaing can produce an unpleasant feeling of dissonance.

This can lead to seeking out supportive information and,
as a result, developing a stronger attitude toward the
chosen alternative (Schiffman and Kanuk, 1978).

» A similar process is observed when behavior is
changed in order to change attitudes. By behaving in a

certain way, people actually make a commitment, which can
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lead fo attitude change. One explanation of this type of
attitude change is. called self-perception theory (Bem, 1972).
Self-perception theory predicts_that a qonsumef's own

" behavior infers to himself an attitudé and the strength of
that attitude, Further, research has shown that almost
any degree of commitment, even without ac;ual induced
behavior, can affect attitude (Swinyard and Ray, 1977).
Accordingly, any behavior that can be induced by marketing
effort can have the effect of commitment or self-percep-
tion on attitude. The greater the real personal commit-
ment or effort on the part of the consumer, the greater

the impact on his attitude.

3.5, Measuring Attitude

MeaSuring attitude involves the peasurement of the
three main component: perceptual, evaluation, and action-
tendency component, The focus of this study is upon
"getion-tendency component that serve the hypothesized
construct tested.

During "the action-tendency" stage the customer
crganizes his attitude into a cluster, weighting each
attitude according to its perceived importance. This
cluster represents his action tendency in terms of his
overall preference to or repulsion from the attitude
object. It is measured in several studies in terms of
preferénce of buying a specific product or service, buy-

ing a substitute product or service, dealing with a spec-
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ific retail institution, or dealing with a substitute retail

institution (Hughes, 1971).

The nature of most measurement scales used in
attitude studies appear to be interval at most. Most are
bipolar or Likert-type scales. Attempts have been made in
some studies to assign a rational zero point. Harrell and

Bennett (1974) assigned a value of zero to the medium

point of the seven point Likert scale, with the total scale

ranging from +3 to -3, However, Schmidt and Wilson (1975)
indicated that while such a zero point might correspond
to the true pqintmgfrindifference, operations nééeséary
for the determination of such a zero point are quite com-

plex and time consuming.

3.5.1. Measuring Attitude In The Present Study

In this study, attitude is measured in terms of
customer preference of the bank he is dealing with most
often over other banks. The overall preference is the
purpose behind such measuring.

The reasons of selecting overall preference to
measure attitude are as follows:

First: Each customer investigated deals already
with a specific bank. Therefore, _measgring attitude is
directed in terms of preferénce of a specific bénk over
other banks.

Second: The measure of overall attitude is a

medium to test the relationship between satisfaction and



attitude. Sinqe it is intended (in the first and the second
hypothesis) to measure the relationship between customer's
feeling about several traits (attributes) and overall
customer satisfaction., It is also intended (in the third
hypothesis) to measure the relationship between overall
satisfaction and overall attitude. Customer's evaluation
of each trait (attribute) is not necessary in this stage
since, it is already measured in terms of customer satis-
faction in the previous stage.

Diréé%wahd'ihdireCt measuring is utilized to test
for validity (specially convergent validity). The direct
. measuring is utilized by aéking direct question about
customer attitude toward his bank in general. The indirect
méasuring is utilized by asking indirect question about
customer preference toward his bank over other banks. Six-
point scales are utilized to reduce the rounding error
by eliminating the mid-point. In addition, having rela-
tively high number of scale points might have also contri-
buted to reduce the rounding erxror. The scale-points ranged
from "extremely good" to "extremely bad" for the direct
measuring, and from "extremely prefer"™ to "extremely do
not prefer" for the indirect measuriﬂg.

At the end, attitude definition includes three

components; perceptual component, evaluative component,
and action-tendency component. The last component, in

terms of preference, is the most important one for this
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s8tudy. Attitude is affected by customer satisfaction or
dissatisfactionQ Therefore, attitude in terms of prefer-
ence is a function of customer satisfaction. Further, cus-
tomer attitude may be accompanied with other consequences
such as WOrd-bf-Mouth Communication ahd related behavior;
Therefore, Word-of-Mouth Communication and related buying

behavior is handled in 'a. next section.

L
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IV. DPERCEIVED RISK
IN SATISFACTION-ATTITUDE STUDIES

4.1. Perceived Risk Concept And Definition

The concept of perceived risk has been handled
by several writers from several dimensions. One of the
impbrtént areas that have received limited aftention in
research is the rglationship between perceived risk,
satisfaction, and Word-of-mouth Communication. Some yrii—
ers have related risk to 1nfor;;£ion handling, but very
few of them have related~risk to satisfaction and Word-of-
Communication.

Perceived risk is an important variable in
consumer decision making. Consumers make decisions regard-
ing what products or services to buy. Because the outcomes
(or consequences) are soﬁewhat uncertain, the consumer
faces some degree of "risk" in making a purchase decision.
The concept of perceived risk has been defined by Bauer
(1967) as follows: "Consumer behavior involves risk in
the sense that any action of a consumer will produce
consequences that he cannot anticipate with anything
approiimating certainty."” This definition highlights
two relevant dimensions of perceived risk: uncertainty
and consequences.

Kogan and Wallach (1964) indicated that the

concept of risk have two factors. These two factors may



be somewhat different from each othér as follows: a "chance"

aspect where the focus is on probability, and a "danger"

aspect where the emphasis i& on severity of negative

conseguences,

Cox (1967) clarified the need to consider the sub-

conscious as well as the conscious levels in identifiying
perceived risk. It is often necessary to infer the presence
of "perceived" riék from behavior, since consumer may be
unable or unwilling to apecifiwthat a situation confront-
iﬁg them is risky. At a conscious level, he may have never
thought about some of the things as risky. But his behavior
may be affected by risk "perceived" at a preconscious or
subconscious level,

Several writers have mentioned also that the
amount of perceived risk involved ih any behavioral act
is assumed to be a function of two factors:
| (1) The amount at stake that would be 1ost if the
consequences of the act were not favorable. The amount at
Btake for'the>cbnsumer~is'determined by the importance~of
the buying goals, and the costs involved in‘éttempting to
achieve a particular set of goals,

(2) The individual's subjective feeling of degree
of certainty that the consequences will be favorable or
‘unfavorable.

Taylor (1974) identified risk in terms of two

aspects: uncertainty about the outcome and uncertainty



about the consequences. Both aspects are thought to be
present in every choice situation but in varying import-
ance to each other, depending upon the exact nature of
the decision,

However, Peter and Ryan (1976) indicated that
although few conceptual definitions of perceived risk are
found in the consumer behavior literature, they seem to
be unacceptable for all cases. Alfhough that Bauer (1967),
and Taylor (1974) suggested that perceived risk is equiv-
alent to the concept of uncertainty, the definition of
" risk in terms of uncertainty will not be applicable to
the case in which consﬁmer is perfectly certain that the
brand or service is totally unacceptable for purchase.
Thus, it adds little in terms of meaning.specificatioﬁ;

In addifion, the identification of risk in terms of uncer-
tainty and consequences may lead to a lack of consistency .
in operational definitions and a lack of comparability of

results. Peter and Ryan therefore, identified risk in

their conceptualization in terms of downside risk or exp-.

ectations of negative utility.

4.2. Perceived Risk Modela

The initial structure model of perceived risk
according .to Cox (1967) shows perceived risk as a function
- of various degrees of two components: uncertainty and

consequences, Two types of risk are suggested- "perform-
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to the "ideal™ or tolerable level. Thus, while customers
cannot always try to reduce perceived risk, it might be
_predicted that they will try to reduce the variance between
the actual and the ideal as following:

1. When perceived risk exceeds desirable and
tolerable risk, risk reducing behavior will tend to be
invoked.

2. When perceived risk is less than that desired,
a consumer may tend to engage in risk increasing behavior,
particularly if his current brand is known to be below the
acceptance level.

3. When perceived risk approximates that which is
desirable, consumers will tend not to act to reduce or
. increase perceived risk.
| The perceived risk according to Cox (1967) can
be stated as multidimensionai conceptual scheme including:
(A) uncertainty and consequences components, (B) perform-
ance and sociological componenta, (C) specific, intermedi-
ate, and general components, and (D) actual, ideal, and
variance components.

To some extent, propositions have been worked
out concerning the relationships among various components
of the perceived risk mattix and dependent information
handling variables. It has been proved from writingé of
several authors that the nature, amount, and level of
perceived risk can be strongly associated with informatiqn

acgquisition, information transmission, information proce-



ssing, and brand loyalty,

4,2.1. Inherent And Handled Risk

In the studies of perceived risk, little effort
has been devoted to build a formal model of risk and its
components. Bettman (1973) intended to model risk in terms
of its componenté. He attempted to remedy sOme"of~fhe
shortcomings of ealier.studies. He mentioned that to obtain
more precision in models deéling with perceived risk, it
is helpful to partition risk into two slightly different
constructs, inherent risk and handled risk. Inherent risk,
according to him,'isvthe latent risk a product class holds
for ' a consumei¥£héﬁinnatefdegree,of conflict the product
class is able to arouse. It deals with the riskiness a
consumer feels if no information is assumed., Handled risk
is the amount of conflict the product class is able teo
arouse when the buyer chooses a brand from a product class
in his usual buying situations., It includes the effects
of particular brand information,

‘Most studies of risk seem to havé dealt with
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inherent risk. However, few studies (Cox, 1967; and Spence,

~ Engle, and Blackwell, 1970) have dealt with handled risk.,
In this particular context, Bettman (1973) developed

a model for perceived risk and its comppnents. He tested
hiis model emperically for nine product types. Thé results

generally support the hypothesized model. He hypothesized
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that: o

First: Inherent risk for a product class will
increase with (a) variation in perceived product quality;
~(b) importance of the brand choice for a product class,
and (c) the perceived price paid when a brand from the
product class 1s purchased.

Second: Inherent risk for a product class will
decrease with (a) the size of the acceptable set of brands
in terms of quality; (b) the mean level of quality for
product class.

| Third: Handled risk for a product class will (a)
increase withﬂiﬁﬁéréht risk'forfthat product class; and
decreaée with (b) amount of information about the prodﬁct
class in genéral; (c) usefulness of that ihformation;

(d) confidence with which the information is held; and
(e) mean familiarity with specific brands in the product
class, |

The hypothesized model 1s supported by the data,
except for the perceived price variable in the inherent
risk model. For the handled risk model, inherent risk
1is the dominant variable, with information seen as a corr-

ective variable.

4.2.2. Perceived Risk In Retail Institution Selection

Iﬁ many product categories, a consumer handles 7

peréeived risk by developing loyalty to a particular brand,
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assuming a certain amount of brand comprehension and a rea-
sonable purchase frequency. When these conditions are not
present, as in retail service organizations, a possible -
risk-handling strategy is to shift one's}focus to the
retail institution.

On a priori grounds, a person’s general sélf-con—
fidence (self-esteem) and the amount of risk he perceives
in xetaii institution selection ought to be inversely
related., Similarly one's specific self-confidence in his
ability to select a good retail institution should relate
inversely to the risk perceived in retail institution
selection. In handling any perceived risk, the consumer
can seek information or patronize the same establishment
repeatedly. Use of both strategies should vary directly
with the amount of perceived.risk,

To test these notionsand, in effect, to assertain
the relat;onship of the perceived risk construct to store
patronage, Hisrich et al. (1972) concluded a study
through personal interviews with 300 households. The data
suggested weak to moderate (though statistically signifi-
cant) relationships between risk and confidence; and
information seeking and risk. For each.product studied,
consumer's self-esteem and their»assessedvability to
choose a store in which to buy seemed to bear on how
much risk they perceived. Similarly, the amount of this
perceived risk seemed to suggest the extent to which

information seek;ng,occured-at least for the female



respondents. These results seem to be in general agree-
ment with the émperical literature on perceived risk aq@
thus extent it to the quesp;on of retail institution |
selection. u

The relationshiﬁ between general self;confidencé‘
and perceived risk are consistently weaker than those
between specific self-confldenqe and pérceived p}sk. Co;ﬂ
and Bauer (1964) found an interacting relationéhip bet; »
ween generaliZed”and specific self—éohfidence and persuasi-
bility in women, and have demonstrated the importance of
considering generalized self-confidence as a key variable

in consumer behavior,

4.2.3. Perceived Risk and Information Handling

Cunningham (1967) hypothesized that those who have
high self-confidence would have sufficient assurance to
discuss product freely with others. Those iow in self-con-
fidence,}however, miéht feel defensive and somewhat threa-
tened. In addition, it was predicted that those high in
self-confidence would be more likely to be bpinipn leaders
and hence would be more likely to discuss the product for
reasons other than to reduce risk. In addition, data
deménstrated that as perceived risk increased, so did
| the percentage of respondents who discussed the product.

Therefore, in examining the relationship among
self-confidence, pérceived riék, and product related

discussion; the greatest percentage of talkers would be
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expected in the high-medium risk/high confidence group. The
lowest percentége of talkers would be expected to be in the
low risk/low confidence group.

| Cox (1967), and others, have stated that the
nature, amount, and level of perceived risk can be strongly
associated with: N : |

l.wrlgfpgmgtiqﬁ acquisition (the sburce, amount,
and nature of information acquired). | o

2. Information processingw(the evaluation, utili-
zation-persuagiveness- and.storageof informafion acquired).

3. Information transmission (the amount, anture,
audience, and initiative in interpersoﬁal Wog@-of—Moutp

Communication),

4. Brand loyalty and brand trial (product adoption).

4.2.4. Comprehensive Model of Risk Taking

Taylor (1974) outlined a theoretical structure
for risk taking in consumer behavior by specifying the
rrincipal concepts involved and the inéerrelatiohships
between thé concepta. He states that any choice situation
always involves two aspects of risk: uncertainty about
the outcome and uncertainty about the consequences.

In his tentative frameﬁork, Taylorhas drawn
lattention to three individual difference variables that
are not studied sufficiently by marketing scholars. These
variables are: generalized self-confidence, specific

self-confidence, and anxiety. The importance of these
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variables stems from their effect on risk reduction
strategies. |

In a successive study, Locander aﬁdeermann (1979)
have examined the effect of general self-confidence, anxiety,
and specific self-confidence on consumer's tendency to
seek information sources as a means of reducing purchasing
unceftainty. Their findings suggest that specific self-
confidence about the product decision is significantly
related to information seeking. The general trait vari-
ables and anxiety were of no or little importance in
explaining risk reduction. However, there does appear to
be some evidenge’that the specific by geﬁeral confidence
interaction is significant for low performance products.

The authors suggest that specific confidence
me;its further examination by consumer research. It is
important because the self-confidence area is strongly
tied to many other psychological constructs. Of particuiar
interest might be the formation or learning that takes
place to bring about strong specific confidence. Experience
may or may not bring about high specific self-confidence

from which consumers education can take place.
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4.3. The Relevance Of Perceived Risk Definition
And Models For The Present Study

The relevant definition and models of perceived
risk as‘they pertain to the proposed research are discussed
in this section, At this point, it must be pointed out
that there is no universally accepted definition or model
of perceived risk, |

From reviewing the literature, one can find out
that there is no one best approach or framework to study
perceived risk, Different views arises not only with
the operationalization of the variables, but also with
regards to whether percelived risk model should be based
on one factor (uncertainty) or two factors (uncertainty
and impértance).

Even for the two factor models there are differ-
ent opihions according to wether the two factors should
be additive or multiplicative, In addition, according to
(Cunningham, 1967), the appropriate weight of the two
factors cannot be determined exactly. Some of the assump-
tions of the two factors model of perceived risk are that:
"Both consequences and certainty are equally weighted,
and the gradations are spaced equally on both scales with
the distance between each gradation the same on each
scale.™ o

In addition to the controversy of whether the
model should be additive or multiplicative, there is
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& main problem in utilizing Cox (1967) two factor model
which defines risk as a function of uncertainty and conse-
quences. This main problem is related in particular to the
second factor (consequences). This factor may not be readily
operationalized, specially for services offered to bank -
customers. It is not expected that bénk customers éan read-
ily evaluate consequences that may accompany their future
dealing with a bank. Therefore, it is not preferred to
utilize the two factor model  in the presenf research.
However, this research does not seek to investigate
which definition or which model is best. It is believed
that since there has not been clear cut evidence of the
superiority of one definition or one model t6 the other,
attention need not be devoted to this issuqf Rather'the
focus of this research is to discover the relationéhip
between pérceived riak..severity of problems, and customer
satisfaction., In this sense, perceived risk is analyzed.
as a dependent variable thaf is affected by some attributes
(as severity of problems) in one hypothesis, and as an
indepéndent'variable that affect customer satisfaction and

related behavior in the other one.

4.4, Measuring Perceived Risk

Several studies of perceived risk have intended
to measure risk from several dimensions: ideal, actual,
performance, sociological, specific, general, inherent.

and handled risk. However, the focus in giving attention



to those dimension by several researchers have varied from
one dimension to another.

In studying perceived risk, some scholars have
foilowed the one-factor model in terms of uncertainty,
and others have followed the two-factor model in terms of
uncertainty and consequencies. _ However, Taylor (1974) has
concluded a comprehensive model to measure risk in terms
of uncertainty about the outcomes and uncertainty about
the consequences,

Further, Lacander and Hermann (1979) have called
attention to the fact that specific-confidence, in terms
of uncertainty about an object such as product or service
or retail institution, merits further examination by
consumer researchers. They have mentioﬁed that the impor-
tance of this conatruct}stems from its strong relationship
to the learning process that takes place to bring about -
gtrong: or weak éﬁ;éifié;bbnfidence. Therefore, experience
about a product, service, or retail institution may or |
may not bring about high specific self-confidence from
which‘éonsumer education and consequent behavior and

action may take place,

4.4.1. Measuring Perceived Risk In The Proposed Study

Although several studies have intended to measure
perceived risk from several dimensions, handled risk and

specific-confidence merit more attention from consumer
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researchers. Few studies have searched handled risk com-
pared to inherent risk. In'addition, relating specific-~
confidence to handled risk did not receive much attenfion
from researchers, specially for specific types of services -
and retail institutions.

The iﬁééﬁEWAfwfhé proposed study is to measure
handled risk in terms of specific-confidence of each bank
customer. Each customer is asked to mention thé degree of
certainty or uncertainty that the bank he is dealing with
most often is a good bank. In addition, each customer is
asked about his confidence (general self-confidence) in
making important decisions, as it may be related to perceived
risk, by ééking whether he hesitates in making important
decisions. In addition, to test for validity (specialli
convergent validity), a direct question about whether each
customer éonsiders his,bank as a risky or not risky bank
was included. Six-point scale is utiliged, for all thése

questions, to reduce the rounding errors,
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V. WORD~OF~MOUTH COMMUNICATION AND
RELATED BUYING BEHAVIOR

5.1, Word-of-Mouth CommunicationVConcept

Word-of-Mouth Communication (WOMC) is of specific
importance today because of its various aspects and ramifica-
tions that affect behavior of individuals and groups. There-
fore, it may have a serious impact on various instutitions,
and firms on the national and international level.

Word-of-Mouth Communication is an important source
of information. It may exceed the importance of mass .
media in many situations. It can play a vast role for
individuals and society as a whole. Therefore, developing
as well as developed countries should give more aftentiOn
to the study of Word-of-Mouth activities. WOM Communica-
tion:: may play an important role in changing people's
attitude and behavior toward an object, product, service,
or 1nstitutioﬁ to a greater extent than mass media in
some situations. ‘ _

There have been some studies that handled WOMC
as related to products. Reynolds and Darden (1972)
found th&ﬁ for fashion and other similar products cus-
tomers relied too,much on WOrd-of-Mouth, specially the
‘negative WOM, at the evaluation stage:of the adoption
process. In addition, Chiffman and Kanuk (1978) quoted
a study by Cohen (1972) in a more recent test of the

Howard and Sheth model. He examined Consumer's decisions
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to purchase a Vega brand automobile. From his analysis of
the data, the fesearcher concluded’that‘informal influence
(particularly information acquired from friends) was more
critical than information gained from advertisements for

the Vega. . Eurther, Word,of-Mouth Communication was found to
be the most important source of information about brands

of cigarettes in awareness and evaluation stages. There

was also a significant association between £he preference
(or non-preference) and the transmission of Word-of-Mouth
(Buera et al., 1982).

Katz and Lazarsfeld (1955) presented data which
suggests thét personal influence was seven times more
effective than magazine or newspaper advertising in per-
suading woman to switch brands of household products.

Beal and Rogers (1957) have found interpersonal
sources to be the most influential in convincing house-
wives to purchase new fabrics such as dacron and nylon.
Further, Atkin (1962) presented data which indicate that
while 48% of‘housewives reporting heavy exposure to

advertising that advocated switching to another super-
market'actually switched, and 80% of women who reported
' atrong interpersonal pressure switched .
Czepiel (1974) has proved that groups of early

.adopters of a product or service become opinion leaders
in the spread of Word-of-Mouth Communication to a greater
extent than late adopters. While Martilla (1971)
concluded that Word-of-Mouth Communication within firms
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has more influence than other mass media in later stages
of the adoption process. He proved that opinion leaders
were found to be a more important factor in the actual
decision to purchase or reject a new industrial product
than in its introduction. ,

Although Martilla proved that opinion leaders in
the industrial market were found to be more heavil& exposed
to impersonal sources of information, Reynblds and Darden
(1972) showed only a slight tendency for nonleaders to
report proportionately more interpersonal sources than .-
leaders. They showed also that impersonal sources were
the main source of information in thg awareness stage.
But their importance declined consistently from awareness
to evaluation., Conversely, personal sources were most
important at evaluation stage.ﬂ»The researchers suggested
the use of complementary sources of information to mini-
mize negative Word-of-Mouth Communication.

Rosen and Tesser (1970) proved that people are
more reluctant to communicate information which is nega-
tive‘réther‘than positive for the recipient, They con-
cluded that there is a MUM effect, which refers to a
reluctance to communicate information that one would
assume to be noxious for a potential audience. They
~have arranged for the following variables to be controlled
and ruled out:

1. The target's prior behavior toward the comm-

unicator.
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2. Any present or anticipated role relationship
between communicator and target.

3. Some dompeliing unit relationship between comm-
unicator and message.

4. The anticipation of obvious rewards or punish-
ments that would occur as a consequence of transmission
or nontransmission of information,

Tesser, Rosen, and Tesser (1971) éupported the
findings of the previous study. They generalized the MUM
efféct to a field situation in which the conveying of bad
news is a natural recurring phenomenon. They also found
that more time was needed in case of transmitting bad
news rather than good news.

whyte (1954) indicated the impact of indirect
Word-of-Mouth Communication. It can be of high impact
as well as direct Word-of-Mouth Communication. Once
a group is established, the people in it become highly
sensitized to what the other's don't say. The.imagined
WOMC, even when it is indirect as a result of a tortured
imagination, can be as much of impact as the‘spoken
word,

Finally, Word-of-Mouth is particula:ly important
in situations of dissatisfaction, uncertainty, and when
much is at stake for the consumer. Richins (1983)
indicated that féﬁrstudies have examined in detail
consumer's responses to dissatisfaction. She has examined

‘correlates of one possible response-~telleng others
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about the dissatisfaction-and has identified variables
that distinguish this response from others. Data analysis
showed that as the severity of the prdblem associated with
a dissatisfaction increased, the tendency to engage in
negative WOMC increased. The study has shown that the
nature of dissatisfaction problem, consumers' attitudes
of blame for the dissatisfaction, and perceptions of the
complaint situation are related to respoﬂses to dissatis-
faction;

The strength of Word-of-Mouth Communication may
be explained in terms of compliance and surveillance res-
ulting from interpersonal relationships. A factor of at
least equal 1mp6rtance is the unique characteristics of
Word-of-Mouth Communication ﬁﬁich.make this source parti-
cularly helpful tb consumers engaged in solving purchasing
problems. Cox (1967) mentioned that what marketers need
are more imaginative links between basic research and
action. For instance, large portions of Word-of-Mouth
Communication process cannot be "controlled®, But they
can be monitored (as some companies have done) to asses
the cbntent and consequences of what consumers are saying
about products or services. Mass coﬁmunication compaigns

might be adjusted accordingly.
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5.2. Cognitive Dissonance And WOMC

Festinger (1957) and his associates have concent-
rated on the wajs in which pebple reduce dissonance after
decisions are made., People will seek out information that
confirmslthe wisdom of their decisioné. When a‘person
chooses between two or more alternatives, discomfort or
dissonance will almost inevitably arise because of the
person's knowledge that while the deciéion he has made
has certain advantages, it also has some disadvantages.
The theory holdéﬂﬁhat dissonance arises after almost every
decision, and further that the individual will invariably
take steps to reduce this dissonance. There are several
ways in which this can be done, but the most likely way
is to create as many advantages as one can in favor of
the alternative one have chosen and to think of as many
‘disadvantages as possible relating to other alternatives,

" Bauer (1967) added that people will also
perceive information in a way to reinforce their decision.
People, finally, change their own attitudes to bolster
their perception of the desirability to their actions.
they have more favorable attitude toward product
after they selected them than before they made the decision.

'It is concluded that when the buyer purchases
a .specific product or service, or gets involved in deal-
ing with a certain retail institution and then éxposed to
a negative Word-of-Mouth Communication there will be

a cognitive dissonance between his behavior and opposed



information. In order to eliminate or reduce this disson-
ance and maintain his early. favorable attitude toward

his product choice, he avoids negative WOMC paying
attention to any information that supports his choice

and beeing;reluctant to reveal negative WOMC about the
adopted product. Engel (1963) has observed that three
critéria must be met before cognitive dissonance can be
demonstrated: (1) the individual must have made a commit-
ment, (2) this commitment must have-been undertaken under
conditions of free will, and (3) the issue or behavior
must be of some importance.

Arndt (1967) indicated that the dissonance
tradition views the social group both as dissonance
creating force and as a vehicle for reducing dissonance.
Disagreement among members of a group may produée dissona
ance. The more relevant the dissident member in to the
opinion at issue and the more attractive this member is,
the greater will be the dissonance. In addition to chang-
ing one's own opinion or behavior, there are three ways
of reducing dissonance: (1) Persuading the dissident
member to change his mind, (2) Initiating conversations
with people perceived as agreers, and (3) Persuading
bneutral group member to side with,oneself;

Arndt (1968) indicated in his study that those
who received negative Word-of-Mouth Communication were
far less likely to purchase the product than those who

received no communication., Rogers (1962) supported

77
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this view since personal sources are most important at
the evaluatioh stage in the rejection process. Engel,
Kegerries, and Blackwell (1969) pointed that dissatisfied
users revéaled negative Word-of-Mouth Communication but
not greater than satisfied users who reveal positive Word-
of-Mouth Communication, Dissatisfied users who revealed
their dissatisfaction to others may have done so to over-
come anxiety, as dissonance theory would predict.

However, if the buyer after the post purchase
trial and evaluation found out that negative WOMC about
the product is true, then, as a result, he may change his
attitude, toward the product to be unfavorable. Then there
will be inconsistency between his past behavior and his |
presént attitude, which may enhance anexiety;iAs a result
he may reveal negative Word-of-Mouth Communication about
the product.

While this fact may be true, one may suggest,
on the other hand, that dissatisfied users did not reveal
negative Word-of-Mouth Communication fo a greater extent
than satisfied users who revealed positive Word-of-Mouth
Communication because some of the dissatisfied users may
have tried to reduce post-purchase dissonance by not
revealing negative word about the product'that they have
purchased, specially when they compare it with a similar
product, ' R |

Stutville (1968) have a different view from

Engel's and'his associates. He pointed out that innova-
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tors are usually reluctant to reveal negative Word-of-Mouth
Communication, and further they méy spread poéifive woMC.
Since the innovators may feel doubts, they talk to others
in such a manner as to enhance the probability that more
units will be sold. ‘ |

Holmes and Lett (1977) have a supporting view
in that individﬁélé expressing positive Word-of-Mouth
Communication were significantly inclined to transmit
their opinion and reached more prospects than individuals
expressing negative Word-of-Mquth Communication, In addi-
tion, their study pointed out that heavy users tended to
originate positive WOMC more often, and to discuss the
sampled brand with more people than the light or occass-

ional users

5.%5. Perceived Risk And WOMC

Cunningham (1967) hypotheéized~that woman high
in perceived risk would be most likely to participate in
informal gatherings because such'gathering offer an oppor-
tunity to reduce risk through conversation with others.
However he suggested that perceived risk is a product-
specific phenomenon, and that the content and composition
of perceived risk can best be gpderstood iﬁ terms of the
.specific category involved. o

Wilkening (1956) conducted a study about

Austiralian farm operators. He found that Australian
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farmers depended more on Word-of-Mouth Communication for
adopting,innovations agsociated with greater economic risk
Arndt quoted a study by Warneryd that related Word-of-
Mouth Communication behavior of car buyers to their past
ownership. He fqupd that first-time buyers reported more
discussions with other persons than did buyers who had
owned a car, Those who had owned a different make of car
than one purchased reported more Word-of-Mouth exposure
than buyers who had bought the same make previously. Arndt
(1967) summarized that Word-of-Mouth Communication seems
to be a frequently used as risk reduction device, and this
source of information is particularly sought for in sit-
uations characterized by high uncertainty.

Further, Cunningham (1967) found that those perce-
iving high risk were more likely to have discussed the
prodﬁct in the last six months than were those perceiving
low risk, High risk perceivers were more likely than low
risk perceivers to be involved in a conversation in which
(1) positive brand information was recommended, (2) nega-
tive brand information was recommended, (3) new brand were
discussed, and (4)_information was requested, as opposed
to being volunteered by one of the parties to the conver-
sation. In addition, those high in'peréeivéd risk appear
somewhat more likely to initiate conversations and when
fhey do, they are more likely to request information than
are those low in perceived risk. In addition, he poiﬁted

out that respdndents high in generalized self-confidence
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who were also high in perceived risk were most 1ike1y to
engage in WOrd;of-Mouth Communication discussions, those
low in self-confidence, who were also low in perceived risk,
were least like1§;>

Arndt (1967) found that the high risk perceivers
were particularly affected by kind of Word-of-Mouth Commun-
ication exposure. High risk perceivers risk seemed to be
particularly responsive to information theyrsought in
comparison with information offerer to them. He also found
that information seeking was important to those high in
perceived risk. They were more likely to seek information
and were more likely to respond to information they have
sought. |

Roselus (1970) found WOrd~of-Mouth Communication

to.be less helpful as a risk reliever of harzard loss or
as a main source for judging substitutes of hazardous
products. Lampert (1971) concluded contradictory findings
to Howard and Sheth (1969). While the later found a
positive relationship between high brand confideﬁce (low
perceived risk) and the involvement in Word-of-Mouth
Commﬁnication activity, Lampert found no support for

this hypothesis.

5.4, Measuring Word-of-Mouth Communication

In measuring Word-of-Mouth Communication, few
studies have intended to operationalize it in terms of

receiving, seeking, transmitting, and processihg (Cox,



82

1967). Further, studies that have related Word-of-Mouth
Communication to customers of specific type of service or
retail instution are in fact very few.

There have been more studies that related Word-of-
Mouth Communication to products, specially in terms of
seeking and transmitting WOMC, compared to those studies
that have related WOMC to services, Further, measuring
negative WOMC did not receive as much attention from con-
sumer researchers as did positive WOMC. However, relucténcy
to communicate negative information is searched in some
studies, |

In addition, only few studies have measured and
related positive or negativeWWOrd-of-Mouth communication
to satisfaction or dissatisfaction. One of them is Richins
(1983) who indicated that measuring WOMC is particularly
important in situations of dissatisfaction, uncertainty,

and when much is at stake for the consumer,

5.4.1. Measuring WOMC In The Present Study

e

In the preseﬁt study, more attention is given to
measure the detailed components of Word-onMouth Communica-
tion. WOMC is divided into two major types: Positive WOMC,
‘and negative WOMC. Each type is measured in terms of
receiving, seeking, transmittiﬁg,'and processing Word-of-

" Mouth Communication.
Questions are designed to test each component

of the two types of WOMC. Six-point scale is utilized
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for this purpose ranging from "Always" to "Not at all".
The scale was utilized in some Word-of-Mouth Communication
studies and in some other studies conducted by the resear-
cheras. It has proved to be useful for measuring the hypoth-'
esized constructs, In addition, several questions were
utilized in other studies conducted by the researchers and
proved useful to be utilized for the present study.

Finally, in this part a conceptual framework is
proposed. It includés those concepts necessary for the
present study. The study focuses on customer satisfaction
and related buying behavior of retail bank customers.
Therefore, specific parts are devoted to customer satis-
faction and factors affecting customer satisfaction of
retail banks. In addition, attitude, perceived risk, and
Word-of-Mouth Communication are handled in the conceptual
framework since they are relaﬁed to the hypothesized
constructs of the present stud!: |

In the next part an empirical framework is
offered. The next part includes three main sections, One
section handles the plan of the study including its
nature, scope, importance, methodology and limitations.
Another section.includes the interpretation and results
of the empirical study, and the last section includes

-~ conclusion, implication, and recommendations of the study.
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VI. DESIGN OF STUDY

6.1. Nature, Scope, And Importance Of Study

6.1.1, Nature Of Study

In developing countries, people are generally more
reluctant to deal with or invest their money in banks. This
is mainly because of the inefficient practices of banks
and the bad experiences that people méy have faced or may
have known from others dealing with banks., Such experience
may lead to the extent that people hender depositing and
inyesting money in banks, -and cause a problem for the
development of the economy as a whole.

The nature and causes of this problem is mainly
related to the actions that each bank may take toward
encouraging and inforcing the‘demahd for investment by
public. .The less reinforcement actions taken by a bank:

(1) the more perceived risk, (2) the 1less customer satis-
faction, (3) the less favorable attitude, (4) the more
negative Word-of-Mouth Communication, (5) the less demand
for investment in the bank by public, and (6) the less
positive consequences on the national economy accordingly.
While the‘more reinforcement actions takeﬁ by a bank:

(1) the less perceived risk, (2) the more customer satis-
faction, (3) the more favorable attitude, (4) the more

positive Word-of-Mouth Communication, (5) the more demand .
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for investment in the bank, and (6) the more positive conse-

quences on the national economy.

6.1.2. SCOpe of Study

Satisfaction and related behavioral dimensions
of retail bank customers have been investigated among the
teaching staff‘at Bogazig¢i University, Istanbul, Turkey.
The study is directed to investigate the relationship
between concepts of aatisféction, attitude, Word-of-Mouth
Communication, and related behavior. The purpose of the
study is not so much to define and model these concepts,
but rather to draw distinctive relationships between
those who haveﬂhigh satisfaction and those who have low
satisfaction or dissatisfaction concerning each of the
important traits (attributes), and relating the degree
of satisfaction or dissatisfaction about each trait or
attribute to the overall satisfaction. In addition, the
relationship between satisfaction and attitude,.attitude
and Word-of-Mouth Communication and related behavior is
investigated. -

The importance of satisfaction, attitude, and
Word~of-Mouth Communication is recognized in considering
them as mediating variables between several 1mportant
" attributes and traits, and behavior of banks' depositers.
Therefore it is worth to give a special attention to th-

'ose variables since they may affect the magnitude and
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speed of customers' behavior,

In the study, several attriﬁutea (traits) are
hypothesized as having an impact on satisfaction and
attitude. The investigation is directed mainly toward
discovering'the relationship between satisfaction related
to each trait (attribute) and the overall satisfaction,
and then discovering the relationship'between satisfaction
and attitude., Therefore, there is no need to duplicate test-
ing the relationship between each attributes (traits) and
attitude., Rather, two overall measures of attitude are
utilized to find out the relationship between satisfaction
and attitude.

Perceived risk is given more attention as an
indepeddent variable in this study; since it is noticed
in several studies that perceived risk is handled as
a dependent variable. Therefore, it is an ample to add
to the,few studies that have handled perceived risk
as an independent variable rather than a dependent
variable,

Handled risk is measured in the study through
a measure'of an overall risk. In addition, two measures
of specific and general self-confidence are utilized for
“this purpose. 7

Word-of-Mouth Communication 1is related directly
to attitude and behavior of consumers. It is.measured
in terms of receiving, seeking, transmitting, and proce-

ssihg positive or negative Word-of-Mouth Communication.
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It is considered as a dependent variable that is affected

by customer attitude on one hand, and as an independent

variable that affect customer behavior toward his retail

bank on the other hand, as shown in figure 6.1.1,

Figure 6.1,1

A Flow Chart Of The Variables In The Study

|
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6.1.3. Importance Of Study

The importance of study stems from the core
interest of marketing practitioners in serving customer
effectivgly and efficiently for one major sought; that
is customer satisfaction. Maximimization of customer
satisfaction leads to strbnger“positive attitude which
inforce positive Word-of-Mouth Communication and positive
.behavior of customer toward}investment in banks rather
than other competitive alternatives.

If this end thought of customer is achieved, then
the retail bank objectives and goals can be actualized
consequently. Therefore, the importance of this research
stems from the fact that customer satisfaction is the
target which gurantee the successfulness of the bank in
achieving its objectives and goals, Accordingly, if the
data reflects a positive relationship between satisfaction
and attitude, then it is recommended that banks should
concenterate on those variables that affect customer
satisfaction and attitude. Those variables can be iden-
ified by bank management and given priorities according

to their perceived importance by the customers.
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6.2. Hypotheses

6.2.1. First Hypothesis

Bank

customers who perceive more positive attri-

butes in dealing with their retail bank are more likely

to have an overall satisfaction in dealing with that bank,

while customers who perceive more negative attributes in

dealing with theif retail bank are more likely to have an

overall dissatisfaction in dealing with that bank.

a. Subhypotheses., Customer who perceive:

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

11.
12.
13,
14.
15.

Good
More
More
More
Less
High
Good
More
More

More

responsiveness to their complaints., -
accuracy of service.

speed of service,

variety of service. .
cost of service,

interest rate on saving. v

pormotion and advertising activities..

'accuracy of information given to customers.

speed of information.

facility offered to follow their rights

through legal action if necessary.

Good
More
More

More

reputation of the bank.,
helpfulness of empioyees.
friendliness of employees.

attractiveness of employees,

Better financial position of the bank.



16. High profitability of thé bank,

17. Good 1liquidity of the bank.

18, Good techical facilities of the bank.
19. Good layout and lecation of the bank.

20. More convenience of the bank's 1ocation to
shopping areas.

21. Good parking facilities.

22. Higﬁ social and societal contribution of the
bank,

23. High impact of the bank on economy.

are more likely to have an overall satisfaction in dealing

with their bank, and vice versa,

b. Oﬁerational Definition.

. Satisfaction: The customer's cognitive feeling of
the extent of reward he obtains in dealing with a bank for
the sacrifice he undergone. If is measured in the study

in terms of three levels: (1) maximum satisfaction (Deli-
kghtness), (2) optimum satisfaction (pleasure), and (3)
saiisfaction. D-T scale is utilized for this purpose., It
i8 utilized to measure satisfaction or dissatisfaction.
The first part of the scale measures satisfaction. It is
composed of these values (Delighted, pleased, and satis-
fied). The ether.part of the scale measures dissatis-
faction. It is composed of three values (dissatisfied,
unhappy, and terrible). Data are gatherd about overall

satisfaction or dissatisfaction by responding to guestion



number eight. = "How do you feel generally about the

investment in your bank?",
6.2.2. Second Hypothesis

Bank customers who differ in concern with the
following:
1. General self-confidence.

2. Perciption of handled risk (specific self-confid-
ence).

3. Availability of alternatives for investment other
than the bank.

4. Percentage of annual per capita income invested
in the bank they deal with most often.

5. The duration of time in holding an account in the
bank they deal with most often.

6. Age.
7. Sex.
8. Department of work,
are more likely to manifest differences in their overall

satisfaction levels,

a., Operational pefinitions.

General self—confidence; The extent to which
the customer believes himself to be capable in making
important decisions, It is measured in the study utilizing
question numbér seventeen "How often do you hesitate in
making important decisions?". Six-point scale is utilized
for answers., The values of the scale are as follows: (1)

Not at all, (2) Hardly, (3) Rarely, (4) Sometimes, (5)
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Often, and (6) Always.

Handled risk: The degree of customer's uncertainty
(or certainty) that the bank he is dealing with most often
is a2 good one. It is measured in the study utilizing ques-
tion‘number twenty one "If somebody should ask you in which
bank he should invest his money, how certain would you be
in recommending your bank to him?", Six-point scale is
utilized for answers., The values of the scale are as follows:
(1) Extremely certain, (2) Certain, (3) Slightly certain,
(4) Slightly unceftaih, (5) Uncertain, and (6) Extremely

uncertain.
6.2.3., Third Hypothesis

Customers who are satisfied in dealing with
their bank are more likely to have favorable attitude,
while customers who are dissatisfied are more likely to

have unfavorable attitude toward their bank,

a.. Operational Definition.

Atfitude: Learned tendencies to perceive and
act is some consistently favorable or unfavorable manner
with regard to a given bank. It is measured in the study
‘utilizing question number five: ™ How mich do you
generally prefer your bank over other banks?". Six-point
scale is utilized for answers. The values of the scale
are as follows: (1) Extremely prefer, (2) Prefer, (3)
Slightly prefer, (4) Slightly do not prefer, (5) Do not
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prefer, and (6) Extremely do not prefer.
6.2.4. Fourth Hypothesis

Customers who have favorable attitude toward
their bank are more likely to be involved in positive
Word-of-Mouth Communication (PWOMC), while customers who
have unfavorable attitude toward their bank are more
likely to be involved in negative Word-of-~Mouth Communica-
tion (wamc).

a. Subhypotheses. Customers who have favorable attitude

in dealing with their bank are more likely to be involved
in:
l. Receiving PWOMC.
2. Seeking PWOMC.
3. Processing PWOMC.
4, Transmitting PWOMC. |
While those who have unfavorable attitude are more likely
- to be involved in: e
1. Receiving NWOMC.
2. Seeking NWOMC.
3. Processing NWOMC.
4, Transmitting NWOMC.

b. Operational Definitions.

PWOMC: Positive conversation among two or more

persons in direct or indirect manner.
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Receiving PWOMC: Desire to give an ear to a person
or persons who talk in a positive manner. It measured in |
the study utilizing question number“thirteen "If you hear
somepeople praising your bank to what extent do you listen
to them?", Six-point scale 1§ utilized for answers ranging
from 'Not at all' +to 'Always' as follows: (1) Not at all,
(2) Hardly; (3) Rarely, (4) Sometimes, (5) Often, and (6)
Always. ' '

Seeking PWOMC: Desire to search for positive
information through conversation with.two Oor more persons,
It is measured in the study utilizing question number fourtee
"Do you have a need to search for positive information
about your bank through conversations with others?". Six-
point scale is utilized for answers ranging from 'Not at
all' to ‘'Always'.

ProceséingrPWOMC: Positive actions that are
taken as a coﬂsequence of pos;1ive-conversations with
others, It is measured in the study utilizing question
number fifteen "When you discover from discussions with
your friends some advantages of investing in your bank,
do you increase your deposits in the bank?", Six-point
scale is utilized for answers ranging from *‘Not at all!’
to 'Always!', _

Transmitting PWOMC: Transfer of positive informa-

tion to others through verbal conversations., It is measur-

8d in the study utilizing question number sixteen "If you

are.convincéd'from conversations with your friends that
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your bank is getting better, do you have an interest to
tell this to dther people?", Six-point scale is utilized
for answers ranging from 'Not at all' to Always',

'NWOMC: Negative conversation among two or more
persons in direct or indirect manner.

Receiving NWOMC: Desire to give an ear to a person
or persons who talk in a negative manner. It is measured
in the study utilizing question number»nine'"If you hear
some people criticzing your bank, to what extent do you
listen to them?", Six-point scale is utilized for answers
ranging from 'Not at all' to 'Always'.

' Seeking NWOMC: Desire to search for negative
information through conversation with two or more persons.
It is measured in the study utilizing question number ten
‘"Are you eagerito search for negative information about
your bank through conversations with others?", Six-point
scale is utilized for answers ranging from 'Not at all!
to 'Always'.

Processing NWOMC: Negative actions that are
taken as a consequénce of negative conversations with
others. It is measured in the study utilizing question
number eleven "If you‘should discover from a discussion
with your friends some critical disadvantages of investing
in your bank, would you withdraw your money from the bank?".
Six-point scale'is"ufilized for answers ranging from
'*Not at all' to ‘'Always'.

Transmitting NWOMC: Transfer of negative informa-
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tion to others through verbal conservation. It is meas-

ured‘in the sfudy utilizing question number twelve "If you
are convinced from conversations with your friends of some
disadvantages of your bank, would you pass on your opinion
to other people?". Six-point scale is utilized for answers

ranging from 'Not at all' to ‘'Always’.
6.2.5. Fifth Hypothesis

Customers who are more involved in positive Word- -
of-Mouth Communication are more likely to take positive
actions toward investment in their bank, while customers
who are more involved in negative Word-of-Mouth Communica-
tion are more likely to take negative actions toward

investment in their bank.

a. Subhypotheses. Customers who are more involved in:

1. Receiving PWOMC.

2. Seeking PWOMC.

3. Processing PWOMC.

4, Transmittin PWOMC.
are more likely to take positive actions towardvinvestment
in their bank, while customers who are more involved in:

1. Receiving NWOMC.

2. Seeking NWOMC..

3. Processing NWOMC.

4. Transmitting NWOMC.

are more likely to take negative actions toward investment

in their bank,
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L. Qperétional Definitions,

Positive actions: Actions taken by the customer
in favor of his bank, such as ihcreasing the money deposited
in the bank. It is measured in the study utilizing (No-Yes)
question number nineteen (b), and question nineteen (d)

"Do you intend in the future to: (b) Encourag others to
invest in your bank?, (d) Increase the amount of money
you invest in your bank?",

Negative actions: Actions taken by the customer
and are not in févor of his bank, such as reduction or
withdrawal of’money depositedmby the-custbmer. It is
measured in the study utilizing (No-Yes) questions number
nineteen (a), niniteen (c¢), and nineteen (e)("Do’you
intend in the future to: (a) Reduce the amougt ofymoney
deposited in your bank?, (c) Withdraw your money from
your bank?, (e) Discourage others from investing in your

bank?",

6.2.6. Sixth Hypothesis

Customers who have severe problemé with a bank
are morevlikelwabﬂpéféeive high risk, have less satis-
faction, have unfavorable attitude, and take more negative
reactions toward that bank than fhose who have no severe

problems.,

a. Subhypotheses. Customers who have severe problems

with a bank are more likely to: perceive high risk, have
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less satisfaction, have unfavorable attitude, and show the
following reaction: _

1. Complain to the managers of the bank.

2. Ask advice of employees.

5. Ask advice of friends.

4., Withdraw their money from the bank,

5. Sue the bank in court. | |

6. Discourége others from depositing money in the

ey

bank.

Customers reactions are measured in the study utili-
zing question eighteen "Below are some reactions you may
follow when you have problems with a bank. How frequently
woculd you take the following actions: complain to managers?,
ask advice of employees?, ask advice of ffiends?, withdraw
the money?, sue the bank in dourt?, and discourage others
from depositing?"., Six-point scale is utilized for this

purpose ranging from 'Not at all' to 'always’',

The following is a summary table of the relation-
ship between h&édiﬁéséé;rscales, and questions designed:for
gathering data to test each hypothesis. In‘éddition,
independent and dependent variables are indicated in this
table for each of the above mentioned hypothesis,., Scales
and Questions necessary for each of the independent and

‘dependent variables are indicated also in this table.
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Table 6.2.1 Summary of hypotheses, scales, and questions

Question numbers

Hypo'theses Scales Independent Dependent
variables variables

One D-T scale 8

Not at all-always scale. 1l
Two D-T scale , 8

Not at all-always scale. 17

Extremely certain-extreme-

ly uncertain scale. 21

Extremely better-extremely

not better scale. 6

Four-point scale for perc-
entage of income held in

a bank, 24
Three-point scale of time

length in having an

account. 25
Four-point scale of age.
Two-point scale of sex,
Four-point scale of Depart-

ment of work,

Three D-T scale. 8
' Preference scale. 5
Four : Preference scale. | 5
Not at all-always scale. : 9-16
Five Not at all-always scale, 9-16
No-yes scale. v 19
Six No-yes scale. 4
Not at all-always scale. 17
Extremely certain-extreme-
ly urcertain scale. 21
D-T scale. , 8
Preference scale. : ~ 5

Not at all-always scale. 18
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6.2.7. Rational Of Hypotheses

The purpose of hypothesis 1 and 2 is to test whether
there is a relationship between every construct derived
from these hypotheses and satisfaction. These hypotheses
are of special importance when interrelated withs (1) Hypo-
thesis three that tests the relationship between satisfaction
aﬁd attitude, (2) Hypothesis four that tests the relation-
ship between attitude and Word-of-Mouth Communication, and
(3) Hypothesis five that tests the relatithhip between
Word-of-Mouth Communication and consumer behavior, In
addition, hypothesis six tests the consequences of probiems'
severity oh consumer behavior,

Therefore, we can conclude at the end whether
there is a relaﬁ;qqqhip‘petween: (1) Positive or negative
attributes and satisfaction or dissatisfaction, (2) Satis-
faction or dissatisfaction and attitude, (3) Attitude and
positive or negative Word-of-Mouth Communication, and
(4) Positive or negative Word-of-Mouth Communication and
customer behavior toward his bank, The results of these
data éhould encourage banks to stimulate poéitive percep-
tions of positive attributes by customers. The results of
these dat; should contribute also to encourage the avoid-
ancevof perceiving negative attributes and severe problems
by customérs. This should contribute for the increase of
customers’ demand for investment and the development of the

economy as a whole.
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6.3. Methodology

6.3.1., Sampling Plan

A Quota sample was sglected,from University teaching
and assistand staff, since they might be considered as high
income people who could deposit monéy in bank. They might
be also considered as opinion leadersin receiving, seeking,
processing, and transmitting'positive or negative Word-of-
Mouth Communication. The samplé was selected from all
teaching and assgistant staff at Bogazig¢i University who
held an account in a bank,

The population in this study was considered to
be 