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ABSTRACT

The emerging technology has made an exponentialtigrof the Internet which has changed
the pattern of organizations performing their bassiwith customers. The banking industry
is no exception. In order to gain competitivenéssks have been introducing more Internet
Banking Services.

Managing effective Customer Retention strategiesirareasingly important in the banking
industry. Since the length in years of customeati@hships are one of the most important
factors that contribute to the profitability. Asrasult Customer Satisfaction may be one
important driver of Customer Retention. The SwitchiCosts are also likely to influence
Customer Retention independently. The presence witcling Costs can mean that
customers who are already retained are actualbatisdfied but do not defect because of high
Switching Costs. Therefore the researcher has peive objectives to achieve the key
factors that affect the Switching Cost which haseasonable effect on the relationship

between Customer Satisfaction and Customer Retentio

Based on the prevous literature, a conceptual frnarie was developed to determine the
impact of Switching Cost on Customer Satisfactionl £ustomer Retention for Internet
Banking Services. The conceptual framework has mwan parts featuring the customer
attributes and elements of Switching Cost, Custo8eisfaction and Customer Retention
process. The part | examines demographic asped®ustomer Satisfaction and Customer
Retention while part Il examines the specific elataeof Switching Cost, Customer

Satisfaction and Customer Retention.

The research was mainly based on data, collected fnternet banking customers in Sri

Lankan commercial banks. The results of the stedistinalysis showed that there were
specific factors that affect Switching Cost on ©us¢r Satisfaction and Customer Retention,
the significant behavioural patterns of customerSwitching Cost were identified and there

were evidence on significant differences among dluster of customers based on their
contextual situation. Finally the five objectivestigp by the researcher was successfully
achieved. Therefore these findings will help theaksato establish a customer oriented
strategy to retain their customers in future.
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CHAPTER 1
INTRODUCTION

1.1Overview

The overall objective of the study is to developl apply a conceptual framework that could
be used to determine thémpact of Switching Cost on Customer Satisfactioand
Customer Retention for Internet Banking Services: Atudy based on Sri Lankan
Commercial Banks.’as part of the final research of the Masters iformation Systems

Management at the Faculty of Graduate Studies, &dsity of Colombo.

The section 1.2 briefly describes the backgroundhef study, how the advancement of
Information Technology has revolutionized the ficiah service operations and the
introduction of Internet Services which made theaficial institutions provide their services
online but also facilitated their customers witlsyeaccess and other value-added benefits.
Section 1.3shows the problem leading to the study based orptégent globalized world
how the customers are technically sound on BanBagices and demands to meet their
expectations in the competitive Banking Contexicti®a 1.4 gives the objectives of the
study to develop a model that incorporates the nmpact of Switching Cost on Customer
Satisfaction and Customer Retention for Internatkeg Services. Section 1.5 presents the
significance of the study based on the importanicéhe Internet Banking Services for
Banking Industry, their trends in global and locahtext. Section 1.6 shows the operational
definitions on Switching Cost, Customer Satisfattend Customer Retention along with
Internet Banking in general. Section 1.7 descrities limitation of the study based on
geographical, expectations, industry and on spediine frame. Section 1.8 briefly
summarizes th€hapter 1by illustrating the background of the study andsents the blue
print for finding solutions to the research problatong with outline and approaches used

towards the enhancement of the reliability of thethods applied.



1.2 Background of the study

Over the past few years since 1990, advancementommunication technology has
revolutionized the way financial services operatedl a&onduct their business. Internet
provided much of the force on this front, which med the way companies manage their
communication process. Internet not only made trarinstitutions provide their services

online but also facilitated their customers witlsyeaccess and other value-added benefits.

The banking industry gained the opportunity to iovyar the quality of services offered to
their customers with a mechanism that marked the faathe introduction of sophisticated
services at a negligible cost. Providing Bankingvises through internet proved fruitful to
bankers in terms of establishing a single platfé@mproviding a wide range of services and
reducing the cost involved in such service offesinghis mechanism revived the service
structure of the banking industry and provided eomgrs with cost, convenience and

comforts.

In most empirical Banking Systems it experiencesesalegree of inefficiency in their

business operations and performance, especialtyregiard to managing the quality of bank-
customer relationships and product and service etiaik strategies. Many studies have
gathered that these arise for the following magasons: the service is very complex and
competitive in present days where the transactioocgss is customized; the external
environment is dynamic rather than static; andodaeks as sellers are uncertain what type of

service customers expect.

The customer movement from traditional branch hamko Internet Banking has meant that
new strategies to attract customers and retairtikgisnes became more critical (Karjaluoto,
2002). Moreover, it was found that a five percemreéase in customer loyalty produces an
eighty-five percent increase in profitability inetflBanking Industry. Viewing in this light, it

is assumed that managing effective customer reteistrategies can be regarded as a vitally
important issue in the Banking Industry since #mgth in years of customer relationships is
one of the most important factors that contribotéhe bank's profitability (Reichheld, 1996).
The bank as a service organization identifies tietaner expectations and tries their best to
fulfill their needs. In the Banking Industry badlgahere are two types of customers, retail
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customers andorporatecustomers. Therefore banks have to identify tegpectations and
serve them accordingly to achieve their profitépiltargets by retaining the existing
customer base. To gain the competitive advantagksbare moving towards theustomer

centric’ orientation which has the capability of servimg tcustomers equally and uniquely.

The following figure - 1 shows the direction of thesiness for the last 150 years.

Production m Customer-Centric

1900 1950 2000

Figure - 1: Business Orientations of the Past 150e4rs
Source: Bose (2002)

According to the above figure — 1 during the periaid 1850 to 1900 the relationship
marketing concept had mainly focused towards gheduction rather than focusing the
customer segments. Similarly during the period@dQLto 1950 its main focus has been the
sales,from 1950 to year 2000 it has been tharketingstrategy and from year 2000 onwards
due to the increasing demand and the competitigeitdgas focused towards ticestomer
centric orientation which has the potential of serving thistomers equally and uniquely to
get the cutting edge.

The customer centricorientation develops and maintains long term iatship with
customer’s life time values to retain them for thature business strategies.

The Banking industry is highly competitive betweeach other as well as between non
Banking financial institutions. Most banks mainlyopide identical services, but can
distinguish themselves on the basis of price analityu Therefore customer retention is
potentially an effective tool that banks can usgdm strategic advantage and survive in the

present banking environment.

In the banking industry the Customer Satisfactinod &ustomer Retention can be measured
by the feedback of the customers. This can be tiaditg of the service provided, range of
literature available through user guides, secumtypersonal information, friendly service by
the bank staff, customer familiarization on newhtemogy, efficiency of the service etc.
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It is apparent that influencing customers’ selectd a bank is not the superior service alone,
to satisfy their needs. The prices are more esdetitan the service and qualities of
relationship. Furthermore service excellence, megetiheir client needs and providing
innovative products are more important to succeetheé Banking Industry. Most private
banks have found that creating and maintainingotost relationships are important and

they are aware of positive values of the outcome.

To survive in the highly competitive Internet BamdgiIndustry, it is evident that the banks
need to provide customers with high quality servi¢&lefford, 1993). The importance of

customer retention is mostly due to the fact tla@guiring new customers is more expensive
than retaining the existing customers". Long tetmtemers buy more and if satisfied may
generate positive word of mouth promotion for thgamization In addition such customers

take less of the organizations time and are lessisve on changes.

The nature of a bank's interaction with customeesti@nsforming from traditional channels
such as telephone and mail to electronic mail aeb-based forms, from full-service to self-
service, and from mass marketing to personalizedketiag. Until banks have a clear
understanding of these drivers and implement aesponding action plan, customer

relationship programs initiated by banks will oglgld limited returns.

In the past, the key to understanding the powea abrporation to retain customers was
thought to lie in the measurement of customer feation. Ranaweera and Prabhu (2003)
argued that ideally, firms should aim at a combisgdtegy that makes switching barriers act
as a complement to satisfaction. While customasfaation may be one important drive of
customer retention, Switching Costs are also likelyinfluence customer retention, For
example, the presence of Switching Costs can nfedrsome seemingly satisfied customers
that are retained are actually dissatisfied buhdibdefect because of high Switching Costs.
Thus the level of Switching Costs may have a mdueyaffect on the relationship between

Customer Satisfaction and Customer Retention.



1.3 Statement of the problem

In the emerging developments that are taking plad¢echnology, the Internet services have
become a key aspect in changing the traditionahdbrabanking into more sophisticated

transaction processors. This will lead to retaiairtitustomers in the competitive business
context. In the present globalized world, when thstomers are technically sound banks
find it challenging to survive. When customer dedwmmre not met, customers have an
option to select those banks that are making aefait of providing high quality, fast and

efficient services. These services are provideduiin all the channels such as, call centers,

ATMs, voice response systems, internet and phybieaiches etc.

According to the available statistics (IWS, 2006¢ global internet access exceeded 1018
million people at the end of December 2005 offermgew trend for Internet Banking
Services. This has become an explosive growth imynsauntries around the world and has
transformed traditional Banking practices. Thushwite introduction of internet services, the
banking industry seeks low operational cost, imptbwustomer service, retaining the
existing customers and to expand the customer stigiian the industry. Therefore it shows
the Internet Banking strategy is more effectivepoofitable, loyal and committed customers

than traditional customers.

Despite the considerable expansion on Internet iBgnkservices globally, it seems the
current market growth is uncertain due to increassalrity concerns, rising identity frauds

and online scams.

Though the technology has expanded in the Bankidgstry, without any further survey it
doesn’t seems to knolow Internet Banking Services have affected the custoatention.

Past experience and the statistical data foundioeditfficulties to retain profitable customers
in a competitive Banking context (IWS, 2006). Buis uncertainhow to overcome those

situations?

These situations could be identified by analyzing telationship between Banking Systems

and Customer Services.



Do the customers concerned about banks, for thetefifiat they are making to retain
valuable customers?
Do banks willing to face the challengers to retaireithtechnically sound, valuable

customers?

Since 199@vhentechnology emerged the banking industry which arasmportant segment
of the country's economy became a highly demandsegvice. However with the
introduction of Internet it provided much force dme financial industry which had a
complete change on traditional banking method®rih@t Banking Services not only made
financial institutions provide their services omljrbut also facilitated their customers with
easy access and other value-added benefits. Bdsutaged the customers visiting the bank
branch and introduced the new concepd@dr step bankingervices for the first time in Sri

Lankan Banking history.

Therefore this situation identifies the problemtbé study. According to the literature and
preliminary research it was understood thapact of Switching Cost on Customer Satisfaction
and Customer Retention for Internet Banking Ses/i@s not discussed in Sri Lankan

Banking context before.

Thus the impact of Switching Cost has become anoitapt factor to have th€ustomer
Satisfaction and Customer Retention in the bankexjor. As a result it will have an impact
on Internet Banking Services in Sri LanKéerefore, the researgroblem focusing on this

study will be as follows:

Customer Retention in the Commercial Banking Industy is becoming increasingly
difficult because of the emerging technology and # competitiveness in the industry.

Therefore, the Switching Cost could be a key elemem retaining the customers.

“What are the key factors that affect the Switchin@ost and have banks clearly identified
them to increase the Customer Satisfaction and ©user Retention in the Internet

Banking Services?”

At present, there seems a lack of interest on idefing these problems in Sri Lankan

banking context.



1.4 Objectives of the study

The new paradigm, which is the consumer shift frimaditional branch banking to more

electronic banking delivery channels, was the natibn for studying the customers and their
behaviour. In spite of the rapid adoption of elesic commerce and the importance of
customer retention to business, an empirical ingasbn on retention of Internet customers
has been presented in the literature. This researehds to develop a more complete model
that incorporates the main impact of Switching GostCustomer Satisfaction and Customer

Retention for Internet Banking Services.

Moreover, this research also attempts to identifigt@amer segments and examine the
heterogeneity of the moderating effect of Switch@msts in the Customer Satisfaction and
Customer Retention link on different customer segsiesuch an approach uncovers until
now neglected effect on customer retention. Spegdifi, the main objectives of this research

are:
1. To identify theimpact of Switching Cost on Customer Satisfaction and tQusr
Retention.

2. To identify thefactors that affect Switching Cost of Customer Satisfat@md Customer

Retention.
3. To identify thebehavioural patterns of customers on Switching Cost.

4. To identify thesignificant differences among the cluster of customers based on their

contextual situation (Demographic Aspects).

5. To reduce the gap betweencustomers Switching Cost and their Satisfactiod an

Retention.



Null Hypothesis:

H1l: There are no specific factotisat affect Switching Cost, Customer Satisfactaml

Customer Retention.
H2:  There are identical customens Switching Cost based on their behavioural padte

H3: There are no significant differencamong the cluster of customers based on their

contextual situation.

Table - 1: Summary of Objectives

Objective Research Problem Method oResearch
Analysis
Objective 1 4mpact What is the impact of Switching | Survey by questionnaire.

Cost on Customer Satisfaction andDescriptive Analysis.

Customer Retention? Compare Mean Value.
Objective 2 +actors What are the factors that affect | Survey by questionnaire.
Switching Cost of Customer Factor Analysis.

Satisfaction and Customer

Retention?

Objective 3 — What are the behavioural patterng Cluster Analysis.

Behavioural Patterns of customers on Switching Cost?

Objective 4 Significant | What are the significant differencesSurvey by questionnaire
Differences among the cluster of customers | Chi- square

based on their contextual situation?

Objective 5 -Reduce How to reduce the gap between | By the final outcome
the gap customer Switching Cost and their

satisfaction and retention?

This empirical research is to be conducted withhe tontext of the Internet Banking

customers in Sri Lanka. The Internet Banking predesregarded as being in a continuous
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transaction and purchasing process which is péatigusuited to the objectives of this
research since all two main effects of customasfsation and Switching Costs are likely to
have a strong impact on customer retention in ¢histext (Ranaweera and Prabhu, 2003).

Such a process is qualitatively distinct from detertransaction and purchasing patterns.

First, relationships between banks and InternetkBgnusers are generally of a long-term
nature, which is a suitable context to study tHeat$ of overall customer satisfaction and
Switching Costs on customer retention. Second, ¢gordinuous transaction and purchasing
process, switching main Internet Bank is not agpkmas walking to another bank. Due to the
presence of Switching Costs, switching to anothaimninternet Bank requires considerable
time and effort (Ranaweera and Prabhu, 2003). Aessalt, the switching decision is made

subsequent to considerable thought.

1.5 Significance of the study

The importance of Internet Banking Services forKuag industry has become a booming
factor for the economy of Sri Lanka. Since the fficial sector is one of the largest income
generators of the country’s economy, improving rthpgofitability and services becomes a
paramount of importance for the development ofrtagon. Today banks play a vital role of

the country’s economy by giving much needed cortigetadvantage for the industry.

As a matter of fact, Internet Banking Services anling industry is a very fast growing
trend in developed countries, which they have balesady implemented in most of the
banks in USA, UK and in many parts of Europe. Sitiee global access through Internet
Banking Services are fast growing and expanding,ltv usage rate on Internet Banking
Services still exist in the Sri Lankan banking istty. Thus should find appropriate remedies

to overcome it.

Even though Internet Banking Services are a commasearch theme around the world, most
of those researches are based on the advantagélse @2B applications on Customer
Satisfaction and Customer Retention in the orgaioizal context. Since there have been



several studies emphasizing the significance of st@uner Satisfaction and Customer
Retention in Banking industry there has been vevwy émpirical researches that could lead to
customer retention. Authoritative web databased sag Emerald Insight and Ebscohost

contains hundreds of research articles which aregoily based on these foundations.

To the best of knowledge of the author of this doent, the impact of Switching Cost on
Customer Satisfaction and Customer Retention faermet Banking Services was not
performed by any local researcher. So the propossshrch becomes an important addition
to the existing knowledge base on impact of SwitghCost on Customer Satisfaction and

Customer Retention for Internet Banking ServiceSrinLankan Banking context.

From a practical point of view, the identificatiohimpeding factors associated with Internet
Banking Services becomes extremely constructivetferinitiators of Sri Lankan Banking
industry. The existing knowledge base does notainrany local insights which might be
considerably different from the findings of foreigmganizations. So the factors identified
from this research would be highly useful in foratuig the Internet Banking Services in

banking industry to retain their valuable customers

1.6  Operational Definitions

1.6.1. Switching Cost

The Switching Cost is a onetime cost that custorasseciate with the process of switching
from one service provider to another (Porter, 198Bjis must associate with a switching
process and need not be incurred immediately wiétcrsng. Further the Switching Cost

need not be limited to objectives.

This arises when customers have to spend timerteffomoney in order to change the
service provider. A good example for Switching Geghe Banking industry. The higher the
Switching Cost it may completely discourage thet@mers from switching and retain them
with their current service provider. Therefore tthestomers may not change the service

provider even though the competitor offers new potsl and low prices.
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A Switching Cost includes tangible and intangibtessts. The search cost, transaction cost,
learning cost, loyal customer discountsain be categorized undéangible cost The
emotional cost and cognitive effort, coupled wittaficial, social and physiological ristn
the part of the customers are considereidtasgible costThese costs are seldom explicit by
assessed, but they become silent and evident wigtongers are faced with a reason to

consider switching.

1.6.2. Customer

Customer is a person, company, or other entity lvpierchase goods and services produced
by another person, company, or other entity. Th&otuers can be categorized rasail
customers and wholesale customexgording to their purchasing patterns. However, i
certain contexts, the terroustomeralso includes by extension any entity that uses or
experiences the services of another. Also the mmtas a person who comes with high
expectations and value oriented in their consumptb services as they have alternative
choices (Slater, 1997).

1.6.3. Satisfaction

In the banking environment, quality of service defe heavily on the quality of its

personnel. In Leeds (1992) study, it is clearlywdoented, that approximately 40 percent of
customers switched banks because of what theydemesi to be poor service. Leeds further
argued that nearly three-quarters of the Bankingforners mentioned teller courtesy as a

prime consideration for switching a bank.

Indeed, customer satisfaction has for many yeaza perceived as a key in determining why
customers leave or stay with an organization. Qegaions need to know how to keep their
customers, even if they appear to be satisfiedcHReid (1996) suggests that unsatisfied
customers may choose not to defect, because theytexpect to receive better service
elsewhere. Additionally, satisfied customers mawkl for other providers because they

believe they might receive better service elsewhere

11



Therefore the satisfaction measures how produetsices, support and engagement supplied
by a company are able to meet or surpass custorpaEcttions. Customer satisfaction
generally means customer reaction to the statelbiirhent, and customer judgment of the
fulfilled state (Oliver, 1997). The quality of afteales service can also be a crucial factor in

influencing any purchasing decision.

1.6.4. Retention

This is the measure of how well the customer semygages with the organization or with
specific products and services. Customer retenticcurs when a customer is loyal to a
company, a brand, or a specific product or sengs@ressing long-term commitment and
refusing to purchase from competitors (Reichhe®®6). A company can adopt a number of
strategies to retain its customers. Critical imance to such strategies is the wider concepts
of customer service, customer relations, and weiahip marketing. Companies can build
loyalty and retention through the use of a numbgrtezhniques, including database
marketing, the issue of loyalty cards redeemabl@nst) a variety of goods or services,
preferential discounts, free gifts, special promasi, newsletters or magazines, members'
clubs, or customized products in limited editiolhdas been argued that customer retention
is linked to employee loyalty, since loyal employdwriild up long-term relationships with

customers. (At personalized customer centers.)

1.6.5. Internet Banking

Internet Banking allows customers to conduct fimantransactions on a secure website
operated by their retail or virtual bank, creditiamor building society. This is usually
conducted through a Personal Computer (PC) thatemga to a Banking Web site via the
Internet. Internet Banking can also be conductea wireless technology through both
Personal Digital Assistants (PDAs) and cellular g Ability to transfer money between
accounts, pays bills, view statements and perfotherofinancial transactions over the

Internet.

Banks use the Internet to deliver information abfim#ncial services, replace transactions

done in branch offices, which eliminates the needuild new branches, and to give service
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to customers more efficiently. Internet Bankingesibffer the prospect of more convenient
ways to manage personal finances, and such serasepaying bills on-line, finding
mortgage or auto loans, applying for credit caaig] locating the nearest ATM or branch
office. Some Internet banks also offer 24-hourpltme support, so customers can discuss

their needs with bank service representatives ttijrec

1.7 Limitations of the study
The following limitations were observed during thesearch on finding the impact of

Switching Cost towards the Customer Satisfactiah@ustomer Retention process.

1. Geographical:
The study was limited to Sri Lankan private comriarbanks and state banks with
local exposure. Therefore it may not be possiblgdneralize the findings to other

countries and foreign banks.

2. The information gathering was carried out thitowgecific persons mainly at head
office branches of the selected banks. Hence itndidpermit to carry out a wide
study by covering substantial persons and geogeapluications in the country of the

selected banks in Sri Lanka.

3. Expectation:
The study was limited to financial customers andhter restricted towards Internet
Banking users where to identify whether their exgigons mainly based on Internet

Banking Services in Sri Lankan Banking context

4. Industry:
The study was limited to the Banking industry of [Sanka. Therefore the findings
cannot be generalized to other industries such asufacturing, service sectors,

operations etc.

5. Time Frame:
The internet users who have deviated from InteBagtking Services for the last one
year were considered for the survey.
13



1.8 Chapter Summary

Having illustrated the background of the studyrésents the blueprint for finding answers to
the research problem. It also outlines the appemcised and the steps taken, as well as the

enhancement of the reliability of the methods agapli

The statement of the problem illustrates the imgrar¢ of the Switching Cost and the key
factors of Internet Banking Services to retain thestomer base in the competitive

environment.

The objective of the study basically focuses unfiee key areas orimpact, factors,
behavioural aspects, relationship and reducing dagiween Switching Cost, Customer
Satisfaction and Customer Retention. Also it comsdhree null hypotheses regarding the

objectives.

The significance of the study elaborates the ingom# of the Internet Banking Services for
Sri Lankan Banking industry and the high usefulnessformulating Internet Banking

Services in the banking industry to retain thelughle customers.

This illustrates the operational definitions of &king Cost, Customer Satisfaction,

Customer Retention and Internet Banking.

The limitations of the study are mainly focusedavaas such as geographical, expectation,

industry and time duration.
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CHAPTER 2

LITERATURE REVIEW

2.1 Introduction

The chapter lestablished the context of the research as wdheasction plan to develop a
framework to provide the answers to the researcbblem. This chapter reviews
comprehensive understanding about the impact ofc8img Cost on Customer Satisfaction
and Customer Retention for Internet Banking Sesyiby referring to various literature and
discussions of previous studies, which were pubtishy authoritative sources around the

world.

The bank with its satisfied customers would propat#velop a positive attitude towards
them. As a result their intention to stay (retauith the bank in the future will more likely be
high (Methlie and Nysveen, 1999). Several studiemd support for the positive relationship
between Customer Satisfaction and Customer Reter@iostomer satisfaction has long been
recognized in marketing thought and practice agrdral concept as well as an important
goal of all business activities (Anderson, et 8094). As indicated in the study, in order to
fully understand the behaviours of the bank, wetnalso examine other aspects such as
loyalty, Switching Costs, convenience (locationd gorestige (Gerrard and Cunningham,
1999) and as stated by (Denton and Chan, 1991).

In the competitive environment most banks seenetaustomer oriented. Since the Internet
Banking market becomes more competitive, banksnayee likely to attempt to maintain

their market share by focusing on retaining exgsttastomers. The powerful impact on the
customer retention improves the performance ofldheking sector and is considered by

many banks as an important source of competitivarsdge.

The present customer segment does not focus teveam@ quality products and services.

This forces the banks to adopt market oriented agmpbr that identifies the customer needs

and designs new value added products and reddsegexisting ones. This forces the banks
16



to target the customer segments by integratingicemyuality, brand loyalty and customer
retention strategies. However, Internet users aw@ having a range of options in the
competitive market to switch among a wider rangsest/ice providers on the Internet. This
has caused a lower level of customer retention astrof the banking sector organizations
(Kalakota and Winston, 1996).

According to research findings cost of customegrgbn activities are less than the costs of
acquiring new customers. Attracting new customeesfige times more costly than keeping
existing customers. However, maintaining high lsvef satisfaction will not, by itself,
ensure customer loyalty. Banks lose satisfied costs who have moved, retired, or no
longer need certain services. As a consequencanired customers becomes a priority.
Previous researches show, however, that durabdibes not automatically lead to
profitability.

Since technology has expanded rapidly it seems ttieatSwitching Costs on Customer
Satisfaction and Customer Retention in an InteBatking Services are not elaborated
broadly in Sri Lankan Banking Industry.

The section 2.2 shows the theoretical approachhef dther researches regarding the
Switching Cost, Customer Satisfaction and CustoRetention on various competitive
business fields using Conceptual Frameworks. Thiose2.3 illustrates the current research
findings and comments of the writer on areas nosittered, improvements and for further
researchers. The section 2.4 follows the new appesaon Customer Satisfaction and
Customer Retention by focusintpe professionalexperienceof the researcher and the
practical outcomeof the customers. It also focuses the reasonsng fihe impact of

Switching Cost, its shortcomings and customer camp etc. The section 2.5 briefly
summarizes th€hapter 2by illustrating impact of Switching Cost on Custem®atisfaction

and Customer Retention for Internet Banking Sesyity referring to various literature and

discussions of previous studies, which were pubtidby various researchers globally.

17



2.2 Theoretical Approach on Conceptual Framework

According to the empirical investigations on thaserg literature, there was not enough
theoretical approach to retain Internet Bankingtamers. But it was found that the
researcher had to adopt following theoretical cpte#o illustrate the facts through pictorial
models as well. These theoretical concepts and Isiadeels the physical, cognitive and
emotional aspect of the Switching Cost, Customdisfaation and Customer Retention in

Internet Banking process and were used to desgndhceptual approach for this study.

As per pointed byen-Amor, K., (2002}he customer dissatisfaction makes them unhappy
and generates emotions which was predictedffigct Control TheorfACT). Kim, M. K.,
Park, J. H. and Cheol M., (2004pinted out that the Switching Cogtterpersonal
relationship the attractivenessf the alternativesand therecoveryof services among the
Customer Satisfaction and the Customer Retentiongss. Wong, C. H. and Mula, J. M.,
(2009)pointedthe prior studies on combination of Customer Satisbn and Switching Cost
on Customer Retention imon-Internet settingsvhich could be applied to Customer
Retention within Internet Banking settings. Meanle/lyang, Z. and Peterson, R. T2004)
elaborated the gap betwesroderating effecof Switching Costs on Customer Satisfaction
andloyalty relationshipby investigating thénterrelationshipsamong the four constructs in
the setting of business to customer electronic cerne Also Peighambari, K., (2007) found
that the importance of the Customer Retention & émvironment dynamism which is
considered as markebmpetitivenes$or new entrance to the industry. David, C. S. Y.,
(2007) illustrated thsocio-economic characteristi@nd the relationship between Switching
Cost, Customer Satisfaction and Customer Retewtioimternet Banking behaviour. Lin,,F
Lo, Y. and Sung, Y., (2006) discussed the influerde Switching Cost on greatest

information sharingand facilitates thefficiencyof the supply chain.

The total objectives of the above theories areeteal certain aspects of Switching Cost
within the area of retention of customers in thetegt of Internet Banking services globally
in different service channels. Therefore the redear has managed to build a theoretical
approach from the previous theories and the coneéphodels which are elaborated as

follows.
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The research paper Source: Switching Costs’ emotional efforts on disdisfied

customers’ behaviour.

As per pointed byBen-Amor, K., (2002) “People act in such a way ttieg impressions
generated by events confirm their emotions whicls waedicted by Affect Control Theory
(ACT). Contrary to the disconfirmation theory, ausers react to expected and real service.
Individuals are assumed by ACT to behave in susfayathat they create events that confirm
the emotions about themselves and others in therdusituation. For instance, customers,
who have not been offered a satisfactory servicay guit the company in order to gain
better service in the competitive environment. &sgl as the self identity of the customer is
not affected by the service provider, customerg kigal to them. ACT first stipulates that
emotions guide behaviours, in the context of serf&lure. For instance, if customers have
to face an unsatisfactory service, they may expegsstions, such as frustration, which
would change their future behaviour. Most of thesdtisfied customers feel and even
express emotion that eventually lead them to daiteixisting service provider. This will lead
to introduction of Switching Cost.” (114)

As per pointed byBen-Amor, K., (2002) “Switching to a competitor olves effort, time,
and money, which constrains the customers to reiogad. Switching Costs (SCs) may be
perceived or real. They constitute barriers whiokvpnt customers from moving from one
competitor to another. Switching Costs are regardsda powerful marketing tool to
constrain customers’ behaviour, in the sense thay tinduce repeat purchase. Since
Switching Costs enhance a price, they have beesidgned as a tool to generate profits.
These effects have made them a popular strategy@itm@mselves. It expects Switching
Cost to play a key role between satisfaction amenten. Firstly, if Switching Costs are so
high that customers cannot quit, customers’ emstioray guide their behaviour in the
following way: they may try to lower their dissdéistion in order not to lower their self-
image (H1). Secondly, the effects of negative femdion exit can be reduced or even
canceled if the Switching Costs are high enough).(f&gative feelings that would lead
them to exit the corporation, in such a way thaisdiisfied customers would stay, in the
presence of high switching barriers. Thirdly, treegpect Switching Costs to moderate the

dissatisfaction-exit relationship (H3): dissatidfieonsumers stay with the service provider if
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the Switching Costs are high enough, which reflélesesbasic concept of Switching Costs.
The integrative model includes the moderating éffeaf Switching Costs on the three
relationships between satisfaction, emotions, aatl leyalty. It is shown in the following
model.” (115)

Emotion

H1 ’\ H2

Switching
Cost

- |

Satisfaction » Exit

Figure 2: Switching Cost Emotional Effects on Dissatisfiegs@mer’s Behaviour. (2002)

The research paper3ource: The Effect of Switching Barriers on CustomeRetention in

Korean Mobile Telecommunication Services.

As per pointed by Kim, M. K., Park, J. H. and Chbb] (2004) “ To analyze the conceptual
relationship among customer satisfaction, retendiott the switching barrier this model was
established in the domestic mobile industry to ytod customer retention process. The
model is developed with the focus on the main afjdsdament effect of the switching barrier
influencing the customer retention. This paper g&suon the analysis the mutual reaction
and the level of the mutual effects of componehth® switching barrier, such as Switching
Cost, interpersonal relationship, the attractivenekthe alternatives and the recovery of

service, among the customer satisfaction and te®mer retention.” (3-4)

This is clearly indicated in the following model.
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Customer
Satisfaction I Retention

Customer

Switching Barrier
- Switching Cost
-Interpersonal Relationship

-Attractiveness of Alternatives

-Service Recovery

Figure 3: Effect of Switching Barriers on Customer Retentio Korean Mobile Services.
(2004)

The research paper llSource: The Moderating Effect of Switching Costs onthe

customer Satisfaction-retention Link: Retail Internet Banking Service in Hong Kong.

According to previous researches influence of Switg Cost on Customer Satisfaction and
Customer Retention varies with different custombaracteristics. Therefore, customer
characteristics could have a significant impacttioa adoption and use of the Internet as a

medium for commercial transactions by Internet siser

As per pointed by Wong, C. H. and Mula, J. M., (@00Research on factors associated with
customer retention of Internet Banking Services basn relatively low. Therefore past

research on the direct effects of customer satisfaand Switching Costs on customer
retention as well as the moderating effect of Swirtg Costs on the relationship between the
Customer Satisfaction and Customer Retention inlnternet settings was used to derive the
model (Ranaweera and Prabhu, 2003). In other wadrgdsassumed that prior studies on the
effects of customer satisfaction and Switching €ast customer retention in non-Internet

settings can perhaps be applied to customer retewtithin Internet Banking setting.” (21)

Based on a review of the literature a model whiitks customer satisfaction and Switching

Costs on customer retention was developed as Hog/ifiog model.
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Retention
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4

Satisfaction

Figure 4: Moderating Effect on Switching Cost on Customerisiattion and Customer
Retention Link: Retail Banking Services in Hong Ig§o2009)

The research paper ISource: Customer Perceived Value, Satisfaction, and Loyalty

The Role of Switching Costs.

As per pointed byYang, Z. and Peterson, R. T2004) “Researchers argue that the
moderating effect of Switching Costs on customeistection is contingent on situational
variables such as the types of businesses, custpared products, and may not always be
significant. Moreover, although the moderating efffef Switching Costs on the satisfaction
and loyalty relationship has been researched, nipact on the relationship between
perceived value and loyalty has been essentialiy lignored. The present study attempts to
reduce this gap by investigating the Interrelatyps among the four constructs in the
setting of business to customer electronic commérce approach employed by the authors
involves a consideration of customer satisfactiod perceived value as they interact with
Switching Costs.” (800)

As per pointed byrang, Z. and Peterson, R. T2004) “This study may contribute to the

relationship of marketing knowledge in several walygst, it assesses the influence of
perceived value on customer loyalty and the medjatble of satisfaction in the value—
loyalty relationship. Second, it addresses theeigsithe uncertain effect of Switching Costs

on loyalty suggested by previous work but also @éreamthe moderating effect of Switching
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Costs on the satisfaction—loyalty and value—loya#iationships. The overall moderating
effects of Switching Costs upon customer loyaltyenéound to be insignificant. However,
the results reveal that significant moderating @&ffedo exist when the level of customer
satisfaction or perceived value is above averapegdTthe study establishes a measure of
online customer satisfaction. The scale consisfévefsalient dimensions such as customer
services, order fulfillment, ease of use, produstfplio, and privacy. The study involves an
application to a rapidly developed industry, onliservices, to test the propositions.
Therefore researchers have recently called for tilmyomore effort to understanding

customer behaviour on online services.” (800-801)

Based on the literature review, the authors haveergged four hypotheses associated with
the model. These hypotheses focus on the intdme#dtips among customer satisfaction,
perceived value, and customer loyalty. In additibe, moderating effects of Switching Costs
on the association of customer loyalty with custosegisfaction and perceived value have

been proposed. The conceptual framework guiding shudy is presented in the following

model.

Customer
Value

Customer
Lovalty

Perceived
Satisfaction

Switching Cost

Figure 5: Customer Perceived Value, Satisfaction and Loydlhe Role of Switching Cost.
(2004)
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The research paper Source: Developing and testing a model for explaing customer

retention formation for Iranian Communication Services.

As per pointed by Peighambari, K., (2007) “Whenieeing literature, it figured out more
than customer satisfaction and switching barrigrs importance of customer retention is the
environment dynamism which is considered as mas&aipetitiveness for new entrance to
the industry. It must maximize the customer satigfa and the switching barrier in order to
enhance customer retention. Also it must focuseswice quality and offer customer oriented
services to heighten customer satisfaction. Thertsfto raise the switching barrier it must
build a long term relationship. The higher the emwiment dynamisms are, the harder the
customer retention. Therefore customer satisfa@mhswitching barrier have a direct effect
on customer retention but the environment dynamssiice versa. According to this study
customer retention is critical in the mobile phandustry, where operators lose about 30
percent or more of their subscribers each year bade large customer acquisition
expenditure.” (23)

Hence there should be a Switching Cost managefoestarly detection and prevention of
switching behaviour and include environment dynamas a third factor of the influences in

customer retention which is illustrated in the daling model:

Customer
Satisfaction

Customer
Retention

Switching
Barrier

Environment
Dynamism

Figure 6: Case Study on Customer Retention for Iranian Mobélecom Services. (2007)

24



The research paper \Bource: Impact of Customer Satisfaction, Loyalty, @itching
Costs and Socio-Economic Characteristics on Split@hsumer Behaviour: An Analysis

of Customer Switching Banks in Hong Kong.

Based on the literature review, a research modsl deseloped to explain the relationship
between Customer Satisfaction, Customer Retentiwitching Costs and split Internet

Banking behaviour. Also the research model was tsexamine the moderating role of the
socio-economic characteristics in the Switchingt€oSustomer Satisfaction and Customer

Retention on Internet bank behaviour relationshiplong Kong Banking industry.

As per pointed byavid, C. S. Y., (2007) “The research model has tman features. First,

it examines each of the three independent fact@sstbmer Satisfaction, Customer
Retention and Switching Costs) on the dependenbrfaecond, the model examines the
moderating effect of socio-economic characteristasiely, income, education and positions
in the customer satisfaction, retention and SwitghCosts on Internet bank behaviour
relationship. In short, a research model providesogking strategy, a scheme containing
general and major concepts and their interrelatiirams towards specific sets of research
guestions. It could only be assessed in termssahg@trumental value. Clearly, the research
models should present reality, guide research gsigémmatize knowledge, by integration and
by proposing systems of hypotheses. The user grofipsternet Banking usually have a
more diversified education and socio-economic bemkgd than those of other information
systems. Therefore, it is imperative to examine dbeeptance of new technologies with

different user population in different context%2]

The conceptual framework guiding this study is présd in the following model.
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Figure 7: Case Study on Impact of Customer Satisfactioryalty, Switching Costs and

Socio-Economic Characteristics on Split ConsuméraB®sur in Hong Kong banks (2007)

The research paper Vibource: Effects of Switching Cost, Trust, and Infomation
Sharing on Supply Chain Performance for B2B e-Comntee: A Multi-agent Simulation
Study

According to literature review Switching Cost igagtor that makes customers more costly
and difficult to change the service providers. Efie@re new systems are adopted in order to
maintain long term relationships. Using new tecbgglit improves the efficiency of the
communication and leads to the greatest informasibaring. Thus the Switching Cost

influences the information sharing and facilitates efficiency of the supply chain.

Having long-term relationships it builds trust argoeach other. As far as the trust is
increased it improves the efficiency of the tramisac It becomes more demand on

information sharing. Hence trust plays a firm ralemprove the performance.

Base on the above this study designs a concept@éino specify the relationships among
Switching Cost, trust and supply chain performaa&shown in figure -8.
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Figure 8: Effects of Switching Cost, Trust, and Informati®maring on Supply Chain
Performance for B2B e-Commerce.

N

2.3 Current Research Findings

The above section focused on the theoretical appro&the previous researchers and this
section will elaborate the current research findifrgm the above literature.

The research paper I: As per pointed by Ben-Amor, K., (2002) “Focusedvaods the

customers who were dissatisfied with the regulavise and with the service recovery,
would remain loyal to the service provider. It dréwm ACT the hypothesis that the
relationship between satisfaction with service vecy and exit\ loyalty was mediated by

emotions.

The moderating effects of Switching Costs on thredlrelationships between dissatisfaction,
emotions, and exit\ loyalty, were considered. Birghe Switching Costs do not moderate
the relationship between dissatisfaction and emseticCustomers within the switching
barriers and those outside share the same fed¢bmgsd the corporation: anger may run high
on both sides of the barrier.

Secondly, the effects of emotions on exit\ loyatg moderated by Switching Costs. Anger

is the only emotion which has a significant impant exit\ loyalty and it is also the only
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emotion whose effects on exit\ loyalty are modetdig Switching Costs. This means that

Switching Costs maintain angry customer’s loyalty.

However, these customers are very likely to aiirtfezlings outside the regular channels of
communication with the services corporation, mo#ithpugh word of mouth. ACT explains
why the negative word of mouth is a likely behavidor in particular, anger is a powerful
driver of exit behaviour. Another ACT basic theasythat individuals create events that
confirm their emotions. Then, customers who qu# tompany wish to maintain their

emotions.

If anger cannot turn into exit behaviour, becaus®mo high Switching Costs, ACT predicts
that customers would act in such a way that wooldaffect their identity: customers forced
to stay within the switching barriers feel thatitheelf-image was negatively impacted by
their undesired loyalty. It is then very likely thaustomers who are unable to behave
according to their negative sentiments may try ob@haviours that would be in conformity
with the protection of their self-identity, throughegative word of mouth. This would
damage the corporation’s credibility all the monece the negative word of mouth would
come from actual customers who are credible souoregotential customers searching for

credibility information

The third relationship moderated by Switching Cas$tews the dissatisfaction between exit
and loyalty. Firstly, as expected, Switching Cosignificantly reduce the effects of
dissatisfaction on exit, which is the very essewfethe concept of Switching Costs.
Secondly, Switching Costs also directly affect ‘exdyalty, which was not expected.
Switching Costs prevent quitting behaviour, sifueytdirectly enhance loyalty. The sacrifice
that customers have made towards their bank has readgnition of their long-term loyalty.
The higher the Switching Costs accepted by custembe higher the likelihood that they
accept not to quit the company both in good and trads. Customers who accept high

Switching Cost also expect to remain loyal.
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Similarity relations have often been used in thevises marketing literature. When
customers are aware that Switching Costs are ndtuttheir relationship with the service

provider, they become good predictors and goocedsiof loyalty.” (118-119)

This study has considered the moderating effectsSwaitching Costs on the three
relationships between dissatisfaction, emotionsgd axit\loyalty. Since the customer
expectations are not met properly by the serviowigers the customers are dissatisfied. In
many instances their emotions are uncontrollabté taey become angry customers due to
hard feelings on them when giving services. Thes¥eell trained front line employees have
to be deployed to listen and handle angry custongechange their dissatisfactions and the

attitudes towards the organization.

As already mentioned, Switching Costs have beesidered as an efficient managerial tool
to enhance consumers’ loyalty, reduce price elagtiand increase profitability. But my
view is that Switching Costs are an appropriateketamg tool which mainly focuses on

customer retention.

The research paper Il: As per pointed by Kim, M. K., Park, J. H. and Ch&bl (2004)
“The aim is to identify the role of the switchingarbier on the customer retention by
analyzing the relationship between the aspect®fctistomer satisfaction and the switching
barrier in the mobile communication service indyskirst, it focused on the analysis of the
Switching Cost, the interpersonal relationship, étteactiveness of the alternatives and the
service recovery which are mentioned in the preceddudies. And the hierarchical
regression analysis was used to analyze the méenteind the adjustment effect of those

switching barrier factors and the relative effect.

This research paper mainly considered the thealetind practical aspects of switching

barriers. In the theoretical aspect, the contrdyuis that this paper review theoretically and
verifies empirically the relationship and mechanisetween the customer retention and the
switching barrier. Recent studies are on lack cluawlated result regarding the role of the
switching barrier. Only roles of partial factors the switching barriers are examined. This

paper proposed direction for future work by venfyithe model about the role of the
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switching barrier theoretically. Especially this svéhe first try to study the main and

adjustment effect of specific factors composingsWwéching barrier in Korea.

In the empirical aspect, this paper suggests taetipal strategy in the sense of the switching
barrier such as the continuous cost, the contrhctst, the interpersonal relationship and the
attractiveness of the alternatives for the domasiibile communication service providers

those keen to maintain current growth and profitgtin the mature market.” (11)

This paper has reviewed the Switching Cost, intsigreal relationship and service recovery
on customer retention in mobile communication sErvindustry. However this has not
focused on population statistics characteristics@rstomer life style on variety and usage of
mobile communication services. It has not done mpayison on mobile communication
service with other industries. Also in order to\pde benefits and maintain the quality it

needs to analyze consistency between the compahtharcustomer.

The research paper Ill: As per pointed by Wong, C. H. and Mula, J. M., (20@onfirms

the significant positive relationship between Costo Satisfaction and Customer Retention
between Switching Costs and customer retentionoth segments of basic and advanced
Internet users. It also found that Switching Cqséys a significant moderating effect on the
customer satisfaction-retention link for the segtr@rbasic Internet Banking users. For the
segment of advanced Internet Banking users, theeratidg effect of Switching Costs does

not significantly affect satisfaction-retentionkin

This means that dissatisfied advanced users wilicewo alternative main Internet banks
even in the presence of high Switching Costs. Téssilt indicates that the moderating effect
of Switching Costs will no longer be an effectiteategy to retain customers as more and
more customers become advanced Internet Bankirrg uséhe future. Long-term customer
retention in future competitive Internet Bankinglustry may require a bank to go beyond
mere basic customer satisfaction and Switching Lastd to search for other ways of
establishing ties for retaining customers. It isoramended that banks should develop

different customer retention programs for the basid advanced Internet Banking users.
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The banks should implement a reward program inrotdeencourage the basic Internet
Banking users to try to use one or a few advanoggtriet Banking Services. At the same
time, banks should also implement a customer oglakiip program so as to increase
customer satisfaction. When a satisfied basic meteiBanking user starts to use and
eventually adopts the advanced Internet Bankingi&es, their switching to another bank

will be more difficult and it should be easier tbe banks to retain them.

For the advanced Internet Banking segment, thataiteof banks is to maintain both high
satisfaction and Switching Costs. There are twasipts ways to achieve these objectives.
First, banks should segment all the advanced letd&anking users into segments with same
customer characteristics. (E.g. segments of uslhgdyments, transfer of funds and security
trading) Then regularly promote the benefits ofngsthese services in order to increase
customers’ perceived satisfaction of using eachviddal advanced Internet Banking
Service. Second, banks should encourage the exiatimanced Internet Banking users to
consume more advanced Internet Banking Servicesnd® Banking services are adopted,
advanced Internet Banking users will perceive higheitching Costs; this will make it more

difficult for the advanced Internet Banking userswitch.” (26)

This research has served to reveal certain aspéttis the area of retention of customers in
the context of Internet Banking Services in HonghgoSince Internet Banking Services are
heavily relied on for maintaining relationships hvitustomers it should also focus more
towards e-commerce industry such as Internet megahnd travel agencies in order to
strengthen the other related industries along Jilancial industry. According to the

research findings there is a variation among custosatisfaction and Switching Cost on
customer retention in different customer segmefrtiss should be further improved towards

different Banking segments in order to have congoaramong both segments.

The research paper IV:As per pointed byrang, Z. and Peterson, R. T2004)“Shows the
customer loyalty can be generated through improeigjomer satisfaction and offering high
product/service value. To satisfy online custom#érs, organization may focus on five key

dimensions identified by the current study. Thetfis to provide quality customer services.
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Specifically, company representatives should hatie &nowledge, including basic

technology skills related to e-commerce and therirt, to answer customer questions.

They should understand customer specific needs tre capacity to handle problems that
arise, and address customer complaints in a fiyemahnner. Then, it is vital for an
organization to perform the service correctly bye@xing transactions accurately,
maintaining customer records without error, andveehg orders promptly. The online
providers also should differentiate their produotsn other sites by providing an appropriate

range and offering features to their target custerhé314-815)

As per pointed byYang, Z. and Peterson, R. T2004) ‘The security and privacy are

important and essential facts when consideringteteservices. Thus organizations are well
advised to design a user-friendly web site thaviges needed menu options and functions.
The product information and content should be wefjanized and structured, and easy to
follow. A firm should adopt precautionary measutesssure customers that their personal
information will be kept confidential and online@fsactions are safe. Gaining customer trust

is essential for the Internet services

Perceived value is another key driver of custorogalty and also significantly influences
customer satisfaction. In addition, firms shoulevpde the product portfolio and value-
added free services that are in demand to incrébeesie competitive advantage. Customers
make comparisons with both online and off-line cefitprs. Obtaining desired goods and
services is, of course, a primary reason for custerto choose the Internet as an alternative

purchasing channel.” (815)

As per pointed byrang, Z. and Peterson, R. T2004) ‘This study indicates that, on the
basis of the aggregate sample, Switching Costotonpose a significant moderating effect
on the association of customer loyalty with custosetisfaction and perceived value. The
addition of the two interaction terms to the maffe&@ model explained customer loyalty
better. The moderating effect of Switching Costssignificant only when customer

satisfaction or customer perceived value is highan the average. These findings differ
from those of some previous studies.
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However, when a close consideration of subgrous taken, it has revealed an interesting
finding that the moderating effects of Switchings®odo exist when a customer satisfaction
or perceived value level is above average. Thdtseesan be explained by both cost—benefit
theory and prospect theory. Customers tend to gmible net utility, which is, switching
benefits minus Switching Costs, to determine wihrethey will maintain their relationship
with the current service provider. When perceivedug or their satisfaction is above
average, customers’ chance of getting a betteicgefrom another provider is not likely to
be high. Therefore, the increasing Switching Cawgil reduce their net utility from the
switching action, which in turn prevents them frewitching to a competitor.” (816)

The outcome of this study shows the Switching Csestye as a moderator only when an
organization achieves above-average performancadieg perceived value and customer
satisfaction.

This study focused otnemendous controversies over the definitions st@mer satisfaction,
perceived value, and loyalty. Since customer elgyand perceived value were considered
for multiple dimensions further studies may be reet verify the results. The study mainly
has considered highly competitive online servigeginancial and retail industry. To have
wide impact on Switching Cost it is better to cadesi areas such as Management
Consultancy, Medical Services, Travel Trade, Htndustry etc. Also this study measured
the Switching Cost in general where it should hiaeen considered along with e-commerce.
This may influence the customer loyalty such asadd@onding and personal courage which

tend to keep customers loyal to a brand.

The research paper V:As per pointed by Peighambari, K., (2007) “Analyzbd structure
and effort of the switching barriers, overall custy satisfaction and environmental
dynamism on customer retention in Mobile telecomication industry.It verified that
switching barriers have the most significant anditpee effects on customer retention and
overall satisfaction. Furthermore it identified thenvironmental dynamism has a negative
effect on customer retention. The more dynamicethgronment, the harder it is to make the
customer stay with the organization.
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The most important implication of this thesis walsliag a new construct and consideration
of customer retention more than switching barriewsd customer satisfaction. This
consideration is known as environment dynamismiartthis study which has a significant

negative influence on customer retention has beavep.” (63)

This study mainly analyzed the structure and etbbthe switching barrier, overall customer
satisfaction and environmental dynamism on custom@tention on Mobile

Telecommunication industry in Iran. Apart from tfaetors considered in this study, other
factors effecting customer retention such as theadgaphic characteristics of customers,
their lifecycle and their usage patterns shouldeh&een considered. When analyzing
customer retention, it should be based on theerdehants and mutual interactions rather
than solid factors. In addition to identifying tlcestomer retention more methodically, it

should have a comparison between competitors dret otdustries.

The research paper VI:As per pointed byavid, C. S. Y., (2007) “Provides a substantial
support for the proposed research model. The impdios of the findings on the local
banking community need to be viewed in the contdxthe structure of personal Internet
banks in Hong Kong.

These results appear to indicate that high-inconteveell educated Internet customers are
interested in those operational aspects of Intebaeks that would assure them of having
their security and need to take care of them. Alsappears that Internet banking users
holding responsible positions are more conscioubaif financial institution's image.” (142-
143)

As per pointed byavid, C. S. Y., (2007) “The results of this resbaalso suggested that

increased Switching Costs would lead to lower giliernet Banking behaviour and the

relationship between satisfaction, loyalty, SwitchiCosts and split Internet bank behaviour
to a certain extent would be moderated by socigw@cnc factors such as income, education
and position. The primary data obtained from thgpomdents supported these findings.”
(144)
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When considering future research, it should noty dotus Internet Banking Services. It
needs to consider other distributed banking sesvimech asBranch Networks, ATMs,

Telephone Banking and Internet Banking, which wquiabably reveal that combinations of
these distribution channels would lead to the nsasisfied and thus most loyal and least

price-sensitive customers.

Also the future researches could extend their stadyover other countries and compare the
cultural differences in consumers' attitudes anthab®urs based on socio-economic
characteristics.

The research paper VII: As per pointed byLin, F., Lo, Y. and Sung, Y., (2006)“The
exchange between switching cost and trust afféwslével of information shared, and in
turn, determines the supply chain performance dfillihg orders. It implies that it creates
costs and diminishes fulfillment rate by only congteither Switching Cost or trust to
determine the level of information shared.

This study evaluates supply chains in such asgecthe distribution of orders to suppliers,
the average order fulfilment rate, the averageeimery cost, and the average order cycle
time under four order demand patterns, three weightbinations of Switching Cost and

trust, two levels of information shared.” (9)
When considering the major contribution of thisdstut had identified the joint effects of

Switching Cost and trust on determining informatsbraring level between parties involving

the supply chain and on selecting suppliers tallftitfe orders.

35



24 New Approach on Switching Cost, Customer Satisfmc and Customer
Retention

Based on previous research findings as in 2.2 @it &till cannot be applied directly to Sri
Lankan Banking context because of the traditiosatial and demographic aspects of the
local customer base where their minds cannot baggthor taken off from the traditional
banking methods. Since then no such researcheschaeeed or focused the area relating to
the impact of Switching Cost on Internet Bankingv8es in Sri Lankan context. Therefore
this research will design a new approach to undedsthe‘Impact of Switching Cost on
Customer Satisfaction and Customer Retention fteriet Banking Servicesgind will be

covering that area which is presented in 3.2.hénrtew conceptual framework.

In this case the Switching Cost will be consideasdylobal concern among banks where the
standards are almost similar. But Customer Satisfa@and Customer Retention on Internet
Banking systems may differ and could be changed tduseveral aspects of customer

behaviours, cultural differences and income leirels mixed banking environment.

This research will be designed specially as a #tea framework which will cover the
practical problems and difficulties in Sri Lankaanlzing context based on the problematic
issues. The identifying therofessionalexperienceof the researcher and thwactical
outcomeof the customers throughout the research was tlie coacept hidden in this new

conceptual framework.

From the point of professional experience the neses has found that the banking industry
has neglected to identify the professional lapeand such as to what extent the Switching
Cost make deep impact to customers and make benefithe bank. Therefore to gather

further information a deep survey is needed anddbkearcher has started to explore further

on this area and seems to be getting positivetsesul

In addition the customer feedback should be constbéo identify the outcome of the
Switching Cost towards the Customer Satisfactidmer&fore this research is mainly based

on the conceptual framework which will clearly fscan the'lmpact of Switching Cost on
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Customer Satisfaction and Customer Retention ftarhet Banking Services Sri Lankan

context considering the banking systems and thecwes's simultaneously.

2.5 Chapter Summary

This chapter has covered a wide range of knowledgrit literature review related to the
Switching Cost and Customer Satisfaction in gendtafurther elaborates the previous
findings on Switching Cost and new approach to wstdad the Switching Cost, Customer

Satisfaction and Customer Retention from Sri LanBanking context.

The theoretical approaches on conceptual Framewshv different approaches by
researches to achieve their respective objectiViee. moderating effort of Switching Cost
based on three relationships between satisfactimiotion and loyalty was shown by the first
model. The mutual reaction and effects on switchioggrier influencing the customer
retention was focused by the second model. Towethe link between customer satisfaction
and Switching Costs on Customer Retention was bgetie researches with the aid of the
third model. The hypothesis that was used focusmthe interrelationships among customer
satisfaction, perceived value, and customer loyaitelaborate the moderating effects of
Switching Costs was highlighted by the fourth modBhe switching behaviour which
includes environment dynamism was focused by fite inodel. The Switching Cost can be
elaborated with diversified education and a socieremic background which was revealed
by the sixth model. The final model identifies fjbant effects of Switching Cost and trust on
determining information sharing level between partinvolving the supply chain and on
selecting suppliers to fulfill the orders.

The current research findings elaborate the finatcame of the research models,

shortcomings and the comments of the researchardieg the concepts.

The new approach indicates the impossibility oflgpg the above concepts directly to Sri
Lankan Banking context due to the traditional, abend demographic aspects of the local
customer base and their perceptions. It has alttifebd the professional lapses in hand, to
what extent the Switching Cost makes a deep impaatustomers and the benefits to the

bank.
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CHAPTER 3

METHODOLOGY

3.1 Introduction

The methodology is simply the systematic way inchitthe researcher would attempt to find
answers to the research questions. Methodologysrédeoverall approach to the research

process, from the theoretical underpinning to thikection and analysis of the data.

This chapter would discuss the methodology in tetléere the previous chapter built a solid
guideline about the problem statement through ailéeltliterature review. According to the
literature, a conceptual framework developed byatthor of this study would be further
illustrated in this chapter. This conceptualizatwould broadly categorize the important

variables which were identified as related to thebfem during the previous chapter.

One of the major exceptions from previous resednels been the lack of a clear
understanding of the moderating effect of Switchi@gsts on Customer Satisfaction -
Retention link particularly in an Internet Bankingpntext. Therefore, an important
requirement of this research was the developmenta ofnethodology to provide an

appropriate way to examine the impact of Switchagt along with the objectives.

Methodology refers to overall approach to the redegrocess, from the theoretical
reinforcement to the collection and analysis of da¢a (Hussey and Hussey, 1997). Thus,
any given design will have biases and limitatiotsol are specific to that design, and these

inevitably affect the results and their interpretat
The aim of this chapter is therefore to discussrdsearch methodology of this study, to

show how various considerations form the researethodology adopted, and to outline

some of the implications which this had for theutssof this study.
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According to the conceptual framework, a hypothesisild be constructed. The definitions
of the concepts would follow the hypotheses, whigirt connection to the variables illustrated

during the literature review.

This process would be followed by reducing the epts into variables, indicators and
measures. Then it will be followed by data colleatisample selection and the instrument
used to collect data including methods implememetiaintain validity and reliability of the
instrument which are described. Finally the chapteuld end with a summary of

discussions.

The section 3.2 briefly describes the researchagmbr and design which principal decisions
were involved to find out the research approacim@hvith the new conceptual framework.
Section 3.3 shows the data collection tool whedrabt statements were used to design the
guestionnaire. Section 3.4 describes the data atimfe from the total population and
narrowing it to the required sample size. It aleovgs the type of sampling techniques that
are to be used during the research. Section 3dibes the data analysis part with different
types of analysis methods mainly considering thw nenceptual framework. Section 3.6
shows the presentation of data by using analypeamkages. In addition it describes the
analytical methods and way of presentation withtdimilated data. The section 3.7 briefly
summarizes th€hapter 3by illustrating the research methodology, its apph and design.

It also uses abstract statements as a data cotieitol. This chapter indicates the way the
population and the sample were selected and fitlalydata analysis section along with the

way of presenting the final output.

3.2Research Approach and Design

The design of the research methodology of an eogbiresearch has a considerable
influence upon the nature and quality of reseatdpuds since it influences both validity of
the results and the extent to which the results margeneralized to other settings. The
principal decisions involved in the research desifrthis research were whether to adopt

exploratory approach or confirmatory approach, Waeto conduct a field survey or use an
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experimental approach, whether to use Interneteyuoy personal interviews, and whether to
conduct a longitudinal or cross-sectional survegdlbect the relevant data. According to the
theory, the researcher has three alternatives lectsgg the logic of a research. They are

confirmatory research, exploratory research, oonalgnation of both.

Confirmatory research is conducted into a reseproblem or issue when there is previous
theory (or theories) to which a researcher carr tefehe information about the problem or
issue (Hussey and Hussey, 1997). The aim of coaforg research is to find out if the
theory is supported by the facts. The starting pfminconfirmatory research is a theory that
the researcher narrows the focus to increasingtgiBp objectives and hypotheses, which
address those objectives. Finally, the researchsts tthe final objectives with specific

empirical data in order to confirm or reject thegoral theory.

Exploratory research is conducted into a researchlgm or issue when there are very few
or no previous studies to which a researcher dan te the information about the problem or
issue (Hussey and Hussey, 1997). The aim of eXplyraesearch is to look for patterns,
ideas or objectives, rather than testing or configrthe objectives. In exploratory research
the focus is on gaining insights and familiarityttwthe subject area for a more thorough

investigation at a later stage.

However, the researcher may apply a mixed appraache third option for the research, and
it is known as combination of confirmatory and etplory research. This research has
gathered a lot of data through a close-ended aquestire and most of the data was

numerical where the methodical approach of thearebeis quantitative.

When designing the research a conceptual Framewaskdesigned and already indicated in
page 42. Basically the conceptual Framework haspavts where Part | consist of customer
attributes and Part Il includes sub elements oft@wig Cost (SC), Customer Satisfaction
(CS) and Customer Retention (CR). Each of thesés gams sub features which have

indicated relationships among each element.
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3.2.1 Conceptual Framework of the Research

Determine the impact of Switching Cost (SC) on Gosr Satisfaction (CS) and Customer
Retention (CR) for Internet Banking Services.

Part | - Customer Attributes Part Il - Elements of SC + (CS + CR)
Demographic Aspects of CS + CR Specific Elements of SC + (CS + CR)
1 2 3 4 5
(SC)
S
Ccs <
Age w Technology *17
Customer — CR <
Gender I ) i
P Satisfaction [
Occupation T
P (Cs) cs <
Income level C A Accessibility
CR <
Education Level H
IT Literacy Level I
Y - L (O] <
Benefit { CR
c <
v T cs <
C Service
L CR <
o Customer <K
s | Retention [
(CR ‘ cs <
T Security
CR <

Significant differences between Demographic AspecsC + (CS + CR)

1. Basic aspects of Switching Cost (SC)
2. Two basic areas (CS + CR) of the SC
3. Perception of TABSS on CS + CR towards expeietetbrs
4. Coding schema of CS + CR
5. Addressing Raw Incidents of SC + (CS + CR)
Figure-9: Conceptual Framework
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The questionnaire of this research is totally basethe above conceptual Framework and it
is attached in the Appendix |. As state earlier ¢cbaceptual framework is categorized into
two main parts. The Part | consists of customenbates and Part Il the elements of
Switching Cost (SC), Customer Satisfaction (CS) @ndtomer Retention (CR).

In Part | under the customer attributes the re$earbas focused towards the Demographic
aspects of Customer Satisfaction and Customer RateThis was further categorized into

six sub sections and considered in the questioanair

1. Age— It considered the age group of the Internet Bamnkustomers.

2. Gender — It considered gender wise to identify how maragtes and females are involved
in Internet Banking Services.

3. Occupation - The level of occupation is focused on InternabBng customers.

4.Income Level- Monthly income level of the Internet Banking mmers are considered.
5. Education Level— This is to identify the level of qualificatiord the Internet Banking
users.

6. IT Literacy Level — This is to determine the IT knowledge of the in& Banking users.

In Part Il it shows the specific elements of SGCE(+ CR). This is further divided into five

sub sections to have a clear picture of the rekearc

1. This focuses the basic aspect of the Switching (2S) which shows the main impact of
the research.
2. It shows the two basic areas (CS + CR) of them18& which is highly depend on the SC.
3. It considers the perception of the new TABSStheon CS + CR towards expected
factors.
4. The coding schema of CS + CR which the mainteqpragaires were focused on.
5. Each of the three lines shows how the reseatehey addressed the raw incidence of

SC + (CS + CR)

Finally the researchers’ main objective was to foud the significant differences between

Part | and Part Il of the conceptual framework whgalready shown in the Figure - 9.
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3.3 Data Collection Tool

The structure of the questionnaire plays an impbntale in determining the quality of the
data collection in a research (for further detaflthe questionnaire, please refer to Appendix
). A poorly structured questionnaire can confube tespondent which would lead to
interpretive errors and bias on the data as welldasnotivate the respondent from
completing the questionnaire. Two important aspa&ftshe questionnaire structure are
guestion sequencing and layout. The principle Uygithgy the sequencing of the questions in
the questionnaire was to group them by the sulbpewhich they referred.

Within each subject group the questions tendecdetgrbuped into relatively straightforward
factual questions followed by the measure relevarthe specific area. In most cases the
factual questions were included to help the respontb think about that particular aspect of
perception of Internet Banking Services with rawidience and provide a context for the
appropriate measures. The final research quesirenofthis study consisted of three major
parts and contained 50 questions as shown in Appé&nd

The three major parts of the research questionoairers the following areas:

Part A: Demographic Information (DI) of the Internet Bamfiusers.

Part B: User opinion on Switching Cost (SC).

Part C: User opinion on Customer Satisfaction (CS) and @ust Retention (CR)
on Switching Cost (SC).

The first part of the questionnaire (Part A) cotesisof ten statements starting from
demographic information of the respondent, meagutie IT literacy level and the usage of
Internet Banking products offered by commercialksaim Sri Lanka. The second part of the
guestionnaire (Part B) consisted of ten statemfestssing on the main reasons for switching
or not switching to other Internet banks serviddse third part of the questionnaire (Part C)
consisted of 30 questions mainly focusing the redpat satisfaction and retention on

Internet Banking Services. Here in both Part B @nithe respondents were requested to rate
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their expectation and satisfaction on statemenitsgus 5-point Likert Scale ranging from
SA=Strongly Agree to SD = Strongly Disagree. (SA,-A =2, UD =3, D =4 and SD = 5)

In Part B and Part C when the questionnaires wessagdedAbstract Statementwere
included in each of the questions. All the reseayebstions were designed according to the
new TABSS theory. Based on the TABSS theory théoiohg data collection tool was

designed and is shown in Table - 2.

Table - 2: Data Collection Tool

Address Incidence Expected Abstracts

Part B — Switching Costs

1. In general switching to a new bank would basstefor me. | Hassle

2. It would cost me a lot of money to switch fromy bank to | Money
another bank.

3. It would not take me a lot of time to switchrt my bank to | Time
another bank.

4. 1t would not take me a lot of effort to swittbm my bank to | Effort
another bank.

5. | feel Internet Banking is more advanced in my bank since T€chnology
uses modern technolpg

6. | am satisfied with the available accessibilityny bank for | Accessibility
Internet Banking products.
7. | feel the benefits are high in Internet BagkBervices in the| Benefit
present bank setup.
8. In general service qualities are more stantandy bank. Service

9. | feel the availability of advance securitytigas are more in| Availability —
present bank environment. Security Features

10. It is not risky to change from my bank to asothank since Risky

it may provide me good Internet Banking Service.
Part C — Customer Satisfaction and Customer Retertn

Technology

1. | feel free to work with the latest technologibanking Free
applications.
2. | am not awarabout technical features on latest applicationd.€atures
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3. My expectationare met with the latest technology.

Expectations

4. The bank products use technology to become eragquong Unique
competitors.
5. The bank products have new technical aspects. Aspects
6. The bank applies more technology to meet customeds. | 1echnology
Accessibility
Familiar

7. 1 am familiar with performing my transactionsdahgh
Internet Banking.

8. | feel speedy accehelps to retain more customers.

Speedy - Access

9. | expect conveniendhrough Internet Banking

Convenience

10. The bank products have easy access througiménte
Banking.

Easy - Access

11. The bank’s duty is to meeistomer expectations.

Meet

12. Availability of Internet Banking Services shothe customer
growth.

Availability —
Customer Growth

Benefit

13. | am satisfied with the responsive InternetlBag Service.

Personal Benefits

14. My service charges are very low when dealing Witernet
Banking applications.

Cost Benefits

15. | prefer the different featureffered by my service provider

Auxiliary Benefits

16. Internet Banking always saves the customaeris.ti

Time Benefits

17. The bank always introduces competitive prosltat
customers.

Industrial Benefits

18. The Bank’s value addéelaturesmay gain more customers.

Value added Benefits

Service

19. | get updated information from Internet Banking

Currency of Service

20. My queries are handled in a customer friendiyner.

Attractiveness of

Service

21. | always prefer Internet Banking because ofpisedy

service.

Speed of Service
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22. The bank provides accurate information throungérnet
Banking Services.

Accuracy of Service

23. In general the bank provides reliable products.

Reliability of Service

24. The bank provides up to date service.

Continuity of Service

Security

25. 1 am aware about security features in the lseléctronic
products.

Awareness

26. | always trust my bank when it comes to persona
information.

Customer -

Trustworthiness

29. The bank always trusts their customers abauasé#ctions.

27. | expect more security on my information. Expectation
28. Bank always maintains the secrecy of custonfermation. | Résponsiveness
Bank -

Trustworthiness

30. The bank’s duty is to maintain customer secrecy

Responsibility

Source: Developed by the Researcher

3.4Data Collection

In 2010 according to the official web sit@vw.cbsl.gov.lkthe Central Bank of Sri Lanka has

approved 21 licensed commercial banks to operatenvbri Lanka. The National Savings
Bank (NSB) is considered as a savings bank. THewolg table - 3 indicates the total

population bank wise.

Table - 3: Total Population

Type of the Bank Count
State Banks 02
Private sector commercial banks 09
Foreign banks 10
Total 21

Source: Developed by the Researcher
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3.4.1 Population

Internet Banking Service in Sri Lanka is preseriiBing offered to two sets of clients,
namely, individual customers and business cliefltiss research mainly focused individual
customers as the target population. However resgrgadike young school children or those
with aged below 18 were excluded from the resegmpulation as their banking needs
should be minimal or different to that of adults Aresult, the target population was defined
as those who were aged 18 or above and at leadttiise main Internet bank to conduct
bank account transactions. Apart from these twteria, there were no other criteria that

were necessary to be imposed on the target populati

The survey was commenced around the first week edeber 2010. Out of the total
population two state banks and nine private semtommercial banks were considered. The
ten foreign banks were not considered becauseiiesented only as branch in Sri Lankan

soil and most of its products did not suit Sri Lankradition of banking.

Out of the selected population the researcher cexsidered the number of new customers
who had registered for Internet Banking Servicethiwithe period of January 2010 to end of
November 2010. According to the data which waslakbke (Appendix IV — Page 112) the

researcher found one state bank had a considdoatde count due to the fact that they had
started the Internet Banking Service recently whigHess than three months. Also one
private sector commercial bank did not have thertrgt Banking Service at all but they were

planning to introduce it shortly. Therefore botmkswere not considered for further study.

The following table - 4 shows the breakdown of tlev registrations.
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Table - 4: Total New Registrations

Bank January 2010 — End of November 2010
State Bank A 3,844
Private Commercial Bank A 11,823
Private Commercial Bank B 9,476
Private Commercial Bank C 7,190
Private Commercial Bank D 6,862
Private Commercial Bank E 1,456
Private Commercial Bank F 896
Private Commercial Bank G 402
Private Commercial Bank H 211

Source: By IT Divisions of the respective banks

Note: According to the banks legal aspects and the cenfidlity of information the names
of the banks cannot be used for publication purpos$e the event of full filling the
examiners requirements the researcher is willingubmit the relevant information along

with the bank names.

3.4.2 Sample

When selecting the appropriate sample from thel fpd@ulation two types of sampling
techniques were used. To select the appropriatdbeaunt banks and customerStratified
Sampling Methotwas used and they were clustered as bank andiHgdice branch wise.
After that “Simple Random Sampling Techniweas used to deliver the questionnaire

among Internet banking customers.

The sample was considered according to the figoiréise table - 4 and the first four private

commercial banks and one state bank which hadigies$t number of count were selected

by using the Stratified Sampling Method and a ferttount was taken to consider only from

their head office branchnew Internet Banking registrations for the samaogeof time

(Table - 5). According to the literature review (@d¢k and Settle, 1985) stated that for

populations of 10,000 and more, most experiencedarehers would probably consider a
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sample size between 200 and 1,000 respondents (Tb4efore after selecting the users by
the Stratified Sampling Method the researcher damsd around 20% sample size from the
new count. The questionnaire which had three mantering Demographic Information (DlI),
Switching Cost (SC), Customer satisfaction (CS) &@uwktomer Retention (CR) were
distributed among all the selected users by conaglethe Simple Random Sampling
Technique. The Table-5 shows the final sample.

Table-5: Final Sample

Bank Population Sample
(Head Office Br's) (20%)
State Bank A 230 46
Private Commercial Bank A 682 136
Private Commercial Bank B 465 93
Private Commercial Bank C 423 85
Private Commercial Bank D 395 80
Total 2,195 440

Source: By IT Divisions of the respective banks

3.5Data Analysis
The data analysis part will be done focusing on tike major parts of the conceptual
framework covering the Demographic Aspects andSpecific Elements of SC + (CS +
CR).

3.5.1 Analyzing the Demographical Aspects

To analyze the Part | of the conceptual framewbskDescriptive Analysiwill be

used for frequency, percentage and mean value.

3.5.2 Analyzing the Specific Elements
To analyze the Part Il of the conceptual framewbekMulty Variable Analysisill

be used for factor analysis and cluster analysis

3.5.3 Analyzing the Relationship between Part | andl
Finally theCore-relation Analysisvill be used to analyze the relationship of thet Pa
I and Il in the conceptual framework of the resharc
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3.6 Presentation of Data

The collected data through the questionnairesheilanalyzed by using analytical tool SPSS
version 15.0. By using the above tool the gathenéoimation will be presented through
statistical and analytical methods such as fregyepercentage, mean scores, standard
deviation, factor scores, cluster of groups, P @atu0 to test the five objectives (Impact,
Factor, Behavioural, Significant differences andlaRenship) of the research. Having
refined and tabulated all the data it will be preéed through Bar Charts, Pie Charts and

Radar Charts etc.

3.7 Chapter Summary

This chapter illustrates the research approach twed way the designing should be
completed. When the questionnaire was designedaabstatements were used as a data
collection tool. According to the web site of theer@ral Bank of Sri Lanka the total
population was determined and later it was furti@rowed down according to the research
requirements. By using the sampling techniqgues¢hieired sample was decided. The data
analysis was performed according to the new coneégtamework by applying various
analysis methods. Finally the gathered informatiglh be presented through statistical and

analytical methods and refined data will be preseim a statistical manner.
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CHAPTER 4

DATA ANALYSIS RESULTS AND FINDINGS

4.1 Introduction

This chapter will focus on presenting the data Whicas gathered through the previous
chapter of the research. The data pertaining toltmgact of Switching Cost (SC) on
Customer Satisfaction (CS) and Customer Reteni@R) (for Internet Banking Services
would be presented according to the questionnaidefiadings. The sample characteristics
will be illustrated graphically and the compositi@i the respondents would be also
illustrated. The responses for each variable waagresented with statistical background.
Also this chapter will present a detailed analyeisthe output of each and every variable.

The remainder of this chapter outlines the maieassh findings of this study.

The section 4.2 briefly describes the compositibnthe sampleby elaborating the way of
data collection and presenting the response tdbilis. is further elaborated by using a bar
chart and briefly explaining the process with syrdata. The section 4.3 briefly describes
the descriptive analysis of Switching Cost by dibseg the ten abstract nouns of Switching
Cost and the mean score was calculated to elabtiratgeneral attitude of the Switching
Cost. This was further elaborated by showing thigepa of Switching Cost using survey
data. The section 4.4 briefly describes the amalgsiSwitching Cost, Customer Satisfaction
and Customer Retention. The factor analysis wasl tgedentify the factors that affect
Switching Cost, the cluster analysis was used &mtitly the behavioural and contextual
situation of customers and chi-square method wed tesidentify the significant differences
between Switching Cost and Customer SatisfactiahGustomer Retention. The section 4.5
briefly describes the chapter summary by illustgtthe various analysis of data received

from the user questionnaires.
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4.2 Composition of the Sample

The data collection was an extensive process whereesearcher had to personally visit the
five selected bank head offices and personally tvaed the Internet Banking Survey
guestionnaire to the respective Internet bank uddrs process was carried out for a period
of one and a half months initially during the lurtmieak and later the researcher had to take a
few days off to fulfill the user survey. The IntetrBanking survey questionnaire was also
submitted to personal e-mails of a few well knovamporate customers who are banking
with the researcher’s head office branch. Afterilmme and a half month’s time, nearly 266
(around 60.5% of the total sample size) response weceived. The number of responses
was considered to be sufficient for the data amalgs the estimated sample size of this

research was only around 440 (see section 3.4.2 T&l).

The above responses are shown in table - 6 asvi&llo

Table - 6: Final Response

Bank Population Sample Distributed | Responded
State Bank A 230 46 (20% 46 28 (60%
Private Commercial Bank A 682 136 (20%) 136 &%)
Private Commercial Bank B 465 93 (20%) 93 60 (65%)
Private Commercial Bank C 423 85 (20%) 85 52 (61%)
Private Commercial Bank D 395 80 (20%) 80 50 (63%)
Total 2,195 440 (20%) 440 266 (60.5%

Source: Developed by the Researcher

According to the table it shows the total populatiwhich was considered from the five
selected banks and out of that 20% were takeneasample. Next the questionnaires were
distributed among the total sample size and it Wd8% distribution. The final column
indicates the response for the questioners andas eonsidered as sufficient data for the
analysis process.

53



The following bar chart in figure - 10 shows the final responses and respanses count

from the total distributed questionnaires.

140
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80
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60
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Figure - 10: Final Response Chart
Source: Survey data

The researcher selected one state bank and foumemial banks out of the 21 licensed
commercial banks in Sri Lanka, as the sample pdpulgdsee figure - 10) to distribute the

user questionnaire and the responses are showa abbve figure.

Accordingly it shows a 60% response from the statiek Internet Banking users where as
the responses of the commercial banks are shovpecatrgely as commercial bank A 56%,
bank B 65%, bank C 61% and bank D 63%. The oveotdl percentage was around 60.5%.
The final data set was designed according to tbgeabgures and the data analysis was done
based on the survey data.
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4.3 Descriptive Analysis of Switching Cost

In the table-2 the researcher has described tdraatsson Switching Cost. The results were
calculated using the mean which is shown in talMeand figure - 11. The mean score was
used to elaborate the general attitude of the &migcCost.

Table - 7: Frequency of Switching Cost

Abstracts Mean
Hassle (B1) 2.23
Money (B2) 3.35
Time (B3) 2.78
Effort (B4) 2.83
Technology (B5) 2.37
Accessibility (B6) 2.20
Benefit (B7) 2.09
Service (B8) 2.14
Security (B9) 2.38
Risky (B10) 2.72

Source: SPSS computation of source data

Switching Cost

Hassle (B1)
» 4.00
Risky (B10) 3.00 | Moneay (B2)
Security (B9) s Time (B3)
= Pattern of Switching
Cost
Service (B3) < ~7 Effort (B4)
) " Technology
7) :
Benefit (B7) B5)
Accessibility
(B!

Figure - 11: Pattern of Switching Cost
Source: Survey data
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Based on the results of the above table the figuté shows the general attitude of the
abstracts towards the Switching Cost. In the alfmee the abstracts B1, B5, B6, B7, B8
and B9 shows the mean curve in blue is very muosecl to the mean value 2 which
indicates an average result of mean value (2:24) the responses. When considering the
abstracts B3, B4, and B10 the mean values weran\(#h63 - 2.71). This shows the mean
curve deviates from the mean value 2 and is almasing towards the mean value 3 and at
the abstract B2 the mean value was (3.35), wheveci#eds the mean value 3 which indicates

a high response from the Internet Banking users.

Therefore it shows the Internet Banking users aneenconcerned oMoney, Time, Effort
and Risk factors rather than thelassle, Technology, Accessibility, Benefit, Sendod
Securityfactors on Switching Cost, when moving towards & @empetitor in Sri Lankan

banking industry.

4.4  Analysis of Switching Cost, Customer SatisfactioncaCustomer

Retention

The SPSS version 15.0 was used to analyze theotldis research. The factor analysis was
adopted to identify the factors that affecting 8Wihg Cost of Customer Satisfaction and
Customer Retention which is the second objectivihisfresearch. The principle component

analysis was used as the extraction method.

The cluster analysis was used to identify the bielaal and contextual aspects of customers
on Switching Cost which is the third objective bistresearch. Five numbers of clusters were
used and the final cluster centered on behaviamdlcontextual aspects of Switching Cost
which is shown in the table - 9.

Finally the Chi-squire method was used to identifig significant differences between
Switching Cost and Customer Satisfaction and CustoRetention which is the fourth

objective of this research.
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4.4.1 Factors that Effecting Switching Cost

Factor analysis is a useful research tool that lmarused to reduce a large number of
variables to a smaller set, allowing a better usideding of the dimensions underlying the
initial variables. Factor analysis may be used dm g more economical understanding of
predictors that are to be used in subsequent raltipgressions. When a number of
dependent variables are used, multiple tests oifgignce are difficult to interpret because
the significant level for correlated tests is unkno

This procedure may be useful even with a smallo$etorrelated variables. When several
dependent and independent variables are undergoiamination, factor analysis of the

combined set of variables may reveal relations ajmibem.

The factor analysis method analyzes only commonanee of a variable or a test is
fractionated and distributed among several factbings analysis is used when the researcher
wishes to reduce the common variance in a test wmnaller number of conceptually
meaningful variables and to understand how eacit bag is structured. Factor analysis can
also be applied in order to explore a content astaicture a domain, map unknown
concepts, classify data, illuminate casual nexusEseen or transform data, define

relationships, test hypotheses, formulate theocestrol variables, or make inferences.

The dataset in SPSS were used to identify the madtmat affect Switching Cost. The

researcher has selected the factor analysis metheck the Kaiser-Meyer-Olkin (KMO) and

Bartlett’'s test were specified as correlation nxatAccording to previous researches the
Bartlett's test (1950, 1951) is one of the mostelyidised statistical rules for determining the
number of factors to extract and has been incotpdranto a number of factor-analysis
methods (Stewart, 1981).

Next the principal component analysis was usedh@&xtraction method along with the five
numbers of factors. The promax method was selagateér the rotation and regression was
used as factor scores. Finally the coefficient ldisformat sorted by size in options was
selected to get the final output percentage ofavae and the cumulative percentage.
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According to the output of the results for five rems of factors, the variance and the
cumulative percentage for the factor 1 was the sammere for the factor 2 to factor 5 the
variance percentage was decreasing from 11.04 5. SBe cumulative percentage is
simultaneously increasing from 33.15 — 53.59. Thmwative percentage value (53.59) for
factor 5 shows an acceptable value to precede ¢hend objective with the principle

component analysis. The principal component aralgdso generated the pattern matrix
which is shown as such in table-8 below.

The thirty statements which are shown in the taloeextracted from the Part C of the user
guestionnaire which is shown in the data set as- CBO. For each statement the researcher

has identified an abstract noun and defined itontfof the statements.

By using the principal component analysis as amaetibn method of the factor analysis the
researcher was able to extract a pattern of oqucesealong with the thirty statements and
the five factors which are described later in #search.

The statements in the table are defined accordinghé five categoriesTéchnology,

Accessibility, Benefit, Service and Secuyrityich are designed in the new ‘TABSS’ theory

of the conceptual framework of this research.
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Table - 8: Factors Effecting Switching Cost

Factors
Statements R S A D C

C1C- The tank product have easy access through IntBanking (Easy —Access) .836 | 142 | -.023| -.143| -.147
C6- The tank appies more technology to meet customer n¢(Technology) A72 | 173| -.016| -225| -.041
C1¢- | get updated inforiation from InterneBanking (Currency of Service) .765 | -223| -.087| .000 .064
C3- My expectations are met with latest techno (Expectations) .713 | .003 .067 | .005| -.199
C1&- The tank value added features may gain more custc (Value added Benefits) .613 | 209 | -.145| .106 .031
C1:- | am satisfied with the responsive InterBanking service (Personal Benefits) 534 | 131 -139| .190 197
C2¢- The tank always trust their customers on transac (Bank-Trustworthiness) 513 | -.284 201 | .257 133
C2(- My queries are handled iacustomer friendly mann (Attractiveness of Service) 434 | -068| -.164| .153 .382
C11- The bank services always meet customer expactgVeet) 413 | 124 352 | -.264 142
C4- The bank products use technology to becomeueragnong competitoréJnique) -076 | .824 .062 | -.266 211
C9- | expect convenience through Internet Bankibgnvenience) 139 | 737 | -179| 224 | -.042
C8- | feel speedy access helps to retain more mesg{Speedy-Access) -.031 | .633 132 | 240 .031
C16- Internet Banking always saves customer’s {ifitae Benefits) .069 | .577 .348 | .256 | -.201
C1-. | feel free to work with the latest technokajibanking application@-ree) .069 | .566 | -.071| .062| -.140
C5- The bank products are full of technical aspésspects) .153 | .481 .298 | -.318 .044
C25- | am aware of security features in banks meat product{Awareness) .024 | -.001 796 | -.176 .009
C14- My service chargers are very low when dealiit Internet Banking application€0st

-169 | .074 .724 | 188 | -.088
Benefits)
C7- 1 am familiar to perform my transactions thrbugternet BankingFamiliar) -175 | .044 .565 | .416| -.107
C12-The bank’s availability of service shows custorgrowth Availability-Customer Growth ) | .182 | .371 426 | 072 .078
C22- The bank provides accurate information throigérnet Banking Servicdgccuracy of

175 | -.151 316 | .246 .260
Service)
C15- | prefer different features offered by my sesvprovider(Auxiliary Benefits) 134 | .069 .061 | .694 .011
C30- The bank’s duty is to maintain the customeresgy Responsibility) 132 | .193| -.340| .634| -.090
C27- | expect more security on my informati@xpectation) -.246 | -.062 .073 | .597 .279
C21- | always prefer Internet Banking becauseo$jteedy serviogSpeed of Service) -.094 | .131 .360 | .597 | -.005
C26- | always trust my bank when it comes to pesbioformation(Customer-Trustworthiness) -030 | .016 135 | .035| .718
C2- | am not aware about technical features orstaeplicationgFeatures) -257 | .074| -359 | -.144| .660
C17- The bank always introduce competitive prodteisustomerglndustrial Benefits) 114 | 414| -209| .136| .599
C28- The bank always gives priority to securityss(Responsiveness) -.232 | .495 152 | .064| .510
C23- In general the bank provides most reliablelpets(Reliability of Service) 235 | -.247 .039 | .170| .500
C24- The bank provides up to date ser¢i€entinuity of Service) 111 | -.354 309 | -.115| .460

Source: SPSS computation of source data
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By sorting them accordingly and based on theiriSant relationships among each other

the five factors were defined in the above table.

Factor 1: Readiness (R) — Based on bank and customer exipestat
Factor 2: Strategy (S} Based on products and methods applied.
Factor 3: Approach (A) — Based on customer growth and satisia.
Factor 4: Desire (D) -Based on availability of facilities.

Factor 5: Confidence (C) — Based on accomplish customersieed

The above table - 8 illustrates the statementsdscnibing each of the five factors above
marked in bold letters.

The principal component factor analysis of thiigtements was done for five factors and out
of all items there were five eigenvalues greatanth.5, which together accounted for a total
of 53.58% of variance. Therefore normal promaxtrotafor five factors was examined (see

table-8). According to that the patterns of fadtwadings seem quite consistent across the

thirty statements.

According to the above table-8 the factor (ReasBheextracts nine independent variables
with positive values. The statement C10 determitmeshow Easy Acceswith highest
positive value of 0.836 while statement C6 shdwshnologyas the second highest value of
0.772. The statement C19 sho@srrency of servicas the third highest value of 0.765 score
where the statement C3 shotwgpectationsas the fourth highest value of 0.713. Likewise
the statement C18 show&lue added benefitas the value of 0.613, the statement C13
shows Personal benefitsas the value of 0.534, the statement C29 shd@esk
Trustworthinessas the value of 0.513, the statement C20 shistivactiveness of servicas
the value of 0.434 and the statement C11 illustietiget (fulfillment) as the value of 0.413.
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The outcome of the final results for nine statemmenit the factor (Readiness) shows a
decreasing vale patteriiherefore all the nine statements will cover ongi@aar area of

service expectation and identifiedRsadiness.

The factorStrategyextracts six independent variables with positigigs. The statement C4
illustrate Uniquenessas the highest positive value of 0.824 while stetet C9 shows
Conveniencas the second highest value of 0.737. The state@G&showsSpeedy Access
the third highest value of 0.633 where as the state C16 illustrateJime Benefitas the
next highest value of 0.577. The statement C1 sHénee as the value of 0.566 and the
statement C5 illustratesspectas the final value of 0.481.

The outcome of the six statements indicates a dsitrg value pattern for the fact8irategy
Therefore each of the six statements will cover padicular area of product applicability

and be identified as tH&trategy.

The factorApproachextracts five independent variables with positredues. The statement
C25 showsAwarenessas the highest value of 0.796 while the statemett §howsCost
benefitsas the second highest value of 0.724. The state@énllustratesFamiliar as the
third highest value of 0.565. The statement C12vshiovailability of customer growths the
next value of 0.426 and the statement C22 illussrAtcuracy of servicas the value of
0.316.

The final outcome of the five statements shows eedsing value pattern for the factor
Approach Therefore the five statements will cover one ipalar area of customer’s

satisfaction and identified @gpproach.

The factorDesire extracts four independent variables with positkadues. The statement
C15 showsAuxiliary Benefitsas the highest value of 0.694 where the stater@&
illustrates Responsibilityas the second highest value of 0.634. The state@2h shows
Expectationas the next highest value of 0.597 and the state@21 showsSpeed of service
a value of 0.597. According to the table both statiets C27 and C21 show the identical

values for the variablExpectatiorandSpeed of service
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The outcome of the four statements indicates aedsorg value pattern for the faciesire.
Therefore the four statements will cover one paldicarea of pleasing customer requirement
and identified a®esire

The factorConfidenceextracts six independent variables with positiakigs. The statement
C26 showsCustomer Trustworthinesas the highest positive value of 0.718 while the
statement C2 illustratdSeaturesas the second highest value of 0.660. The state@&nt
showslIndustrial benefitsas the next highest value of 0.599 where the retate C28 shows
Responsivenesss the value of 0.510. The statement C23 illussfaeliability of serviceas
the value of 0.500 and the statement C24 shOwstinuity of serviceas the last value of
0.460.

The final outcome of the six statements indicatekeereasing value pattern for the factor
Confidence Therefore the six statements will cover one paldéir area of accomplishment
the customer needs @snfidence
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Figure - 12: Factors Effecting Switching Cost
Source: Survey data
According to researchers in principal componentlyaig it has been argued that Kaiser
Criterion of retaining factors with Eigenvalues apey than one appears to be most
appropriate especially when the sample to varieddie is large. Therefore the above figure-
12 shows a smooth cove of scree plot with the Bigkeres 1.5 and above.
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The scree test shows the pattern of Eigenvaluedriaks or discontinuity and it is quite
effective when strong factors are presented. That®Garlo Studies by Tucker et al. (1969)

also shows that the scree test results are bb#tarthe Eigenvalues greater than one concept.

The scree plot in the figure - 12 was drawn by alg the five factors using the thirty
statements as the X axis and Eigenvalues as thasYlashows a decreasing smooth curve
from top left to right bottom for the five strongdtors which was identified with an uneven
point between 6 and 7 statements where the Eigaesare 1.35 and 1.48. Accordingly
others did not show any significant difference. Toenputation of source data is shown in
Appendix II.

4.4.2 Behavioural Patterns of Customers on SwitchgnCost

The researcher has selected the cluster analydisothéo identify the behavioural and
contextual situation of customers. By selectingdame dataset in SPSS the k-means cluster
analysis was selected and five cluster centers waisidered as variables along with literate
and classify method. In the final output the fiohlster center was considered as shown in
table - 9.

Table - 9: Behaviouralpatterns of customers on Switching Cost

ucC DC OC CcC AC

Readiness -0.52 0.24 2.02 0.39 3.73
Strategy -0.21 -0.22 3.71 1.66 -1.43
Approach -0.63 0.61 -0.09 1.18 0.29
Desire -0.24 0.58 2.55 -0.89 -1.19
Confidence -0.63 0.89 -1.05 0.35 0.30

Source: SPSS computation of source data

Sorting them accordingly and based on their sigaift relationships and user acceptance

among each other (Figure —)1Be five clusters were defined in the above table.
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Cluster 1: Unsatisfied Customer (UC) — Based on total negdactors

Cluster 2: Delighted Customer (DC) - Based on positive fexcto

Cluster 3: Organized Customer (OC) — Based on extremely faigtors

Cluster 4: Constructive Customer (CC) — Based on high posdmne negative factors
Cluster 5: Apprehensive Customer (AC) — Based on comparativgh Positive and

two negative factors

According to the above table it shows the clustdUasatisfied Customgmwith negative
values for all five factor scores between 0 andlHie cluster 2[@elighted Customérshows
one negative value for factor score 2 and four tp@sivalues while cluster 8Organized
Customey illustrates two negative values for factor scBrand 5 and three extensively high
positive values. The cluster(€onstructive Customgshows one negative value for factor
score 4 along with four positive factors cluster(Apprehensive Customeshows two
negative values for factor score 2 and 4. Thenoaldhree factors are with positive values.
Out of the three the first factor shows an extrgniégh positive value. This shows a high
response from the Internet Banking users. Thevoiig figure - 6 elaborates the five factors

with a bar chart and will be explained below.

4.00 A
3.00 -~
M Readiness
2.00
m Strategy
1.00 - Approach
M Desire
0.00 - m Confidence
-1.00 -
-2.00

Figure - 13: BehaviouralPatterns of Customers on Switching Cost
Source: Survey data
The figure - 13 above shows five clusters and edakter is represented by five strong
factors. In the first clustdgnsatisfied Customeall the factors are shown as negative values.
The factor 1Readinesshows a negative value in the first cluster wimiehe other four
clusters it is represented as positive valuesluaster OC and AC it shows a high positive
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value and in cluster DC and CC it is representedeag low positive values. Therefore the
factor 1Readinesseems to be acceptable for cluster DC, OC, CCAdh@xcept in cluster

UC. Thus in cluster UC it shows that banks arentyytheir best to attract more customers
with technological products through Internet BaigkiBervices but the customers are not

willing to accept this great opportunity.

When considering the second facBirategyit shows negative values in cluster UC, DC and
AC while positive values are shown in cluster OQ &C. In cluster UC and DC the
negative values are very low but in cluster AChbws a significant negative value. In
cluster OC and CC the second fac8irategyshows significant high positive values and
seems to be acceptable by the Internet Bankingmess. Thus in cluster UC it shows that
banks are trying their best to attract more custerbg applying strategies through Internet

Banking Services but the customers are not readjhéochallenge.

The third factorApproachshows negative values for cluster UC and OC whilduster DC,
CC and AC it shows positive values. In cluster €8hiows a fairly high positive value for
factor Approachwhich shows an acceptable response by the Int@&aeking customers.
Therefore in cluster UC it shows that banks arengrytheir best to attract more customers
with different approaches through Internet Banki®grvices but the customers are not

making use of the new approaches.

In the fourth factoDesire shows negative values for cluster UC, CC and A@entositive
values are shown in cluster DC and OC. The poswae in cluster OC seems to be
significantly high which shows a very high respobgehe Internet Banking customers. But
the negative values in cluster CC and AC are mughehn than the value in cluster UC.
Although this shows a negative value in the clu&t€rit seems that banks are trying their
best to retain their customers by fulfilling thereds through Internet Banking Services but

the customers do not seems to be satisfied witthihgs that they are provided with

Finally the fifth factorConfidenceshows the negative values on cluster UC and OQewhi

clusters DC, CC and AC elaborate positive valudss Shows low response by the Internet

Banking users regarding the Internet Banking pradtwhen considering the positive values

the cluster DC shows a fairly high value when coragato other clusters which were
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acceptable by Internet Banking users. But in cluSt€ there is a significant negative value
for the factor 5 when comparing with the cluster.U@erefore in cluster UC it shows that
banks are trying their best to extract more custsmath confidence for Internet Banking

Services but the customers are not making useeaf¢lv methods.

In the final results the entire clustertUhsatisfied Customeshows all the factors are with
negative values and it seems the banks are usgirgnlaximum resources suchReadiness,
Strategy, Approach, Desire and Confiderfoe their Internet Banking customers. But the

customers are not ready to accept such composeaidiegical products

The final outcomes in the entire clusterD&lighted Customeillustrates four factors

Readiness, Approach, Desire and Confidear® with positive values and only one factor
Strategyis in a negative value. This indicates that therlmet Banking customers have fairly
accepted their banks offer but the Internet Bankingtomers do not seem to be willing to

accept the strategies adopted by the banks.

The entire cluster ®rganized Customeiinally shows three significant positive values for
Readiness, Strategy and Desifactors by the Internet Banking customers, while t

negative values are shown fApproach and Confidenckctors by the same segment of
customers. This shows some customers do not adhepbank’s approach on Internet

Banking Services and they are less confident onpreducts

In entire cluster £ onstructive Customehe final outcomes shows four positive values for
factorsReadiness, Strategy, Approach and Confiddnycthe Internet Banking customers but
it shows a negative value for the facidesire by the same set of customers. This indicates

customers’ preference towards the technically caaagdnternet Banking Services.

The final results of cluster Apprehensive Customshows positive values for the factors of
Readiness, Approach and Confidence of Internet Bgnkustomers while negative values
are shown for factor Strategy and Desire. Therefloeelnternet Banking customers are with
banks readiness and the approach and have cordidanthe new products. At the same time
they are a having negative impact on the strateiesanks have adopted and how their
wishes are fulfilled.
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4.4.3 Significant relationship among the cluster ofcustomers based on their
Demographic Characteristics.

The researcher has selected the Chi-squire methadentify the P-Value, the significant
differences among the cluster of customers baseth&n demographic characteristics. By
using the data set in SPSS the cross tabulatiomatietvas used to get the significant
relationship among the cluster of customers basedheir demographic characteristics

shown in the conceptual Framework.

According to the previous researches they have shbes significant value range as P = 0.00
< 0.05. Therefore the values from 0.05 — 0.025 tansidered as somewhat significant. The
values 0.025 — 0.00 is considered as extremelyifsignt. The table -10 shows the

significant values for the demographic informatitimt was gathered from the user

guestionnaire.

Table - 10: Significant Differences among ClusterfacCustomers on Contextual

Situations

Demographic Information Significant (P- Value)
Age 0.00
Gender 0.04
Education Level 0.00
Occupation 0.14
Monthly Income 0.00
IT Literacy Level 0.00
Years of Experience 0.17
Duration of Internet Banking 0.05
Balance Inquiry/ Fund Transfers 0.14
Utility Bill Payments 0.00
Foreign Currency Transactions 0.00
Cheque/ Statement Request 0.00
All Above services 0.14

Source: SPSS computation of source data
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The above table shows extreme significant valuesage, gender, education, income, IT
literacy, Internet Banking, bill payments, foreigmrrency transactions and cheque/ statement
request options for the demographic informatiore Tdble shows none significant values for
occupation.years of experiengebalance inquiry/ fund transfer and all above serwoptions
which exceeds the significant value range of thaRBe.

Table - 11: Age v<Cluster Number of Cases

Cluster Number of Cases
Age uc DC OoC CC AC | Total
18-27 42 31 0 4 0 77
28-37 47 26 0 3 5 81
38-47 28 26 0 17 2 73
48-57 8 4 5 1 1 19
over 57 12 4 0 0 0 16

Source: SPSS computation of source data

According to the SPSS output (see table - 11) efGhi-squire method for thege category
when it was cross tabulated with the cluster nunaberases, out of 266 responses it shows
77 responses for the 18-27 age category, 81 respdos the 28 — 37 age category, 73
responses for the 38 — 47 age category, 19 respdos¢he 48 — 57 age category and 16
responses for age over 57 category.
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Figure - 14: Age vCluster Number of Cases
Source: Survey data
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The above figure - 14 shows five cluster numberases. In each cluster, number of Internet
Banking customers who come under the age groupdeeti8-27 is shown respectively 42,
31, 0, 4 and 0. The age group between 28-37 anershe 47, 26, 0, 3 and 5, the age group
between 38-47 are shown as 28, 26, 0, 17and &ghdetween 48-57 are shown as 8, 4, 5,
landl and the age over 57 are shown as 12, 4a0d @. Therefore according to the above
figure the cluster number of cases UC and DC shavsgnificant high response from

customers who belong to a mixed age group whonéeeasted in Internet Banking Services.

Table - 12: Gender vCluster Number of Cases

Cluster Number of Cases
Gender ucC DC ocC CC AC Total
Male 99 50 5 17 6 177
Female 38 41 0 8 2 89

Source: SPSS computation of source data

The cross tabulated values fggnder categorghows (see table - 12) 177 male to 89 female

responses.
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Figure - 15: Gender vsCluster Number of Cases
Source: Survey data
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The above figure - 15 shows five cluster numbercages. In each cluster the Internet
Banking customers are considered gender wise. Aoapito the figure there are 99, 50, 5,
17 and 6 male customers in each cluster numbeas#scwhile there are 38, 41, 0, 8 and 2
female customers in each cluster number of casesTdre according to the above figure the
cluster number of cases UC and DC shows a significagh response from both male and

female customers who are involved in Internet Bagl&ervices.

Table - 13: Qualifications vsCluster Number of Cases

Cluster Number of Cases
Qualification uc DC OoC CcC AC Total
Primary Q 4 1 0 0 0 5
Secondary Q 20 19 0 1 0 40
Professional Q 60 34 0 12 2 108
Bachelor D 28 24 1 5 6 64
Postgraduate O 25 13 4 7 0 49

Source: SPSS computation of source data

When theeducation qualificationsvere cross tabulated (see table - 13) it showedBonses
for primary qualification, 40 responses for secogdqualifications, 108 responses for
professional qualifications, 64 responses for biackedegree and 49 responses for post

graduate degree.
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Figure - 16: Qualifications vsCluster Number of Cases

Source: Survey data
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The above figure - 16 shows five cluster numbercages. In each cluster the Internet
Banking customers were considered according tor tlggialifications. The primary

gualification customers for all cluster number eses are shown as 4, 1, 0, 0 and O, For
secondary qualification customers are shown ag 200, 1and 0, the number of professional
qualification customers are shown as 60, 34, Grid®2, for bachelor’'s degree customers are
shown as 28, 24, 1, 5 and 6 and for postgraduageeeeustomers it indicates 25, 13, 4, 7
and 0 values. Therefore according to the abowadighe cluster number of cases UC and
DC shows significant number of qualified customets are involved in Internet Banking

Services.
Table - 14: Occupation v<Cluster Number of Cases
Cluster Number of Cases
Occupation ucC DC oC CcC AC Total
Student 12 5 0 0 0 17
Employed 96 76 4 25 8 209
Freelance 23 7 1 0 0 31
Housewife 6 3 0 0 0 9

Source: SPSS computation of source data

The cross tabulation value foccupationcategory (see table - 14) shows 17 students, 209
employed persons, 31 freelance persons and 9 houesew
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Figure-17: Occupation vsCluster Number of Cases

Source: Survey data
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The above figure - 17 shows five cluster numbercages. In each cluster the Internet
Banking customers are considered according to tesiupation. For the student category it
represents 12, 5, 0, 0 and O values for the fiustet number of cases. The employed
customers are represented as 96, 76, 4, 25 amd Beélance customers are represented as
23, 7,1, 0 and 0 and housewives are representéd3®, 0 and 0. Therefore according to
the above figure the cluster number of cases UCEhidhows significantly high number of

employed customers who are involved in Internet

Table - 15: Monthly Income vsCluster Number of Cases

Cluster Number of Cases
Monthly Income ucC DC oC CcC AC Total
Less than Rs. 15,000.00 10 7 0 0 0 17
Rs. 15,000,00 - 35,000.00 23 15 0 0 1 39
Rs. 35,00000 - 55,000.00 38 12 2 7 6 65
Rs. 55,000.00 - 75,000.00 30 13 0 9 1 53
More than Rs. 75,000.00 36 44 3 9 0 92

Source: SPSS computation of source data

The monthly income levelas cross tabulated and the output values (sée talb) were
shown as 17 responses for less than Rs. 15,00a8t80acy, 39 responses for Rs. 15,000.00 —
35,000.00, 65 responses for Rs. 35,000.00 — 5890063 responses for Rs. 55,000.00 —
75,000.00, and 92 responses for more thanRs.75®00.
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Figure - 18: Monthly Income vsCluster Number of Cases
Source: Survey data
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The above figure - 18 shows five cluster numbercages. In each cluster the Internet
Banking customers are considered according to theinthly income level. The customers
who are less than Rs. 15,000.00 income level iesgmted as 10, 7 0, 0 and O values for all
five cluster number of cases. The customers’ incdewels between Rs. 15,000.00 —
35,000.00 are represented as 23, 15, 0, 0 anc udtomers who fall into the category of
Rs. 35,000.00 — 55,000.00 income level represent38a 12, 2, 7 and 6, the customers’
income levels between Rs. 55,000.0 — 75,000.00emresented as 30, 13, 0, 9 and 1 and the
customers whose income levels are more than R80G®0 are shown as 36, 44, 3, 9 and 0.

Therefore according to the above figures the ciustenber of cases UC and DC represent a

significant high income level of customers who iamlved in Internet Banking Services.

Table - 16: IT Literacy Level vsCluster Number of Cases

Cluster Number of Cases
IT Literacy Level uc DC oC CC AC Total
Not at all 1 0 0 0 0 1
Basic 12 9 0 7 1 29
Average 63 52 5 17 7 144
High 61 30 0 1 0 92

Source: SPSS computation of source data

WhenlT literacy levelis cross tabulation the values (see table - 16xhown as 1 response
for not at all category, 29 responses for basiegmaty, 144 responses for average category
and 92 responses for the high category.
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Figure - 19: IT Literacy Level vs Cluster Number of Cases
Source: Survey data

73



The above figure - 19 shows five cluster numbercages. In each cluster the Internet
Banking customers are considered according to tHeititeracy Level. The not at all
customer category is represented as 1, 0, 0, Oavalues for all five cluster number of
cases. The basic customers are represented as 027 &nd 1, the average customers are
represented as 63, 52, 5, 17 and 7 and the higbroass are represented as 61, 30, 0, 1 and
0. Therefore according to the above figures thetelunumber of cases UC and DC show a
significant customer tale who'’s IT Literacy levals in the range of basic, average and high
are involved in Internet Banking Services.

Table-17: Years of Experience v€luster Number of Cases

Cluster Number of Cases
Years of Experience ucC DC oC CcC AC Total
Less than 1 Year 5 2 0 0 0 7
2 Years 5 10 0 1 0 16
3 Years 26 24 0 3 0 53
More than 4 Years 101 55 5 21 8 190

Source: SPSS computation of source data

Theyears of experienogere cross tabulated and the values (see tableshbw 7 responses
for less than the one year category, 16 respomsdbd two year category, 53 responses for

the three year category and 190 responses for ¢hhe tlman four years category.
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Figure - 20: Years of Experience v€&luster Number of Cases

Source: Survey data
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The figure - 20 shows five cluster number of caseseach cluster the Internet Banking

customers were considered according to their ydaggperience with the bank. For less than
one year of experience it shows 5, 2, 0, 0 andl@egafor all five cluster number of cases.

For two years of experience, it shows 5, 10, ad @ for three years of experience, it shows
26, 24, 0, 3 and 0 and for more than four yearsxpkrience, it shows 101, 55, 5, 21 and 8
values. Therefore according to the above figurecthster number of cases UC and DC show
a high customer rate that has more than 4 yeafsanking experience with their bank

performing Internet Banking Services.

Table - 18: Duration of Internet banking vsCluster Number of Cases

Cluster Number o
Cases
Duration of Internet Banking uc DC oC CC | AC Total
Less than 1 month 2 0 0 0 0 2
2 Months 13 16 0 3 0 32
3 Months 11 14 0 8 2 35
More than 4 Months 111 61 5 14 6 197

Source: SPSS computation of source data

Theduration of Internet Bankingere cross tabulated and the values (see tablpsht8v 2
responses for less than one month category, 3»meep for the two months category, 35
responses for the three months category and 1®onsss for the more than four month

category.
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Figure - 21: Duration of Internet banking vs Cluster Number of Cases
Source: Survey data
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The figure - 21 shows five cluster numbers of casesach cluster the Internet Banking

customers are considered according to their durationternet Banking with their respective

banks. For less than 1 month of Internet Bankirghdws 2, 0, 0, 0 and O values for all five
cluster number of cases. For 2 months of Interragtki®ig it shows 13, 16, 0, 3 and O, for 3
months of Internet Banking it shows 11, 14, 0, 82arahd for more than 4 months of Internet
Banking it shows 111, 61, 5, 14 and 6 values. Tthezeaccording to the above figure the

cluster number of cases UC and DC show a high mestoate that has more than 4 months
of Internet Banking usage with their bank.

WhenBalance Inquiry/ Fund TransfgBIFT) were cross tabulated out of 266 respon&ds 2
were the final response. Thdtility Bill Payments(UBP) were cross tabulated the value
shows 169 responses for UBP and 18 responsefriogn currency TransactiongFCT)
while for Cheque Statement Requé€iSR) the cross tabulated value was 69 responses.

Finally for the entirecategory the cross tabulated value was 41 responses

Finally when considering all the demographic infation crosstabs it shows the cluster
number of cases UC and DC represent a high signifivalues throughout the analysis
process.

Table - 19: Frequency Percentage on Internet Bankm Services

Internet Banking Services Percent
BIFT 83.08
UBP 63.53
FCT 6.77
CSR 25.94
ALL 15.41

Source: SPSS computation of source data

The above table was used to elaborate the useterhé&t Banking service options by the
customers through the frequency method. The optwese illustrated from the user

guestionnaire where it shows 83.08% response ftanBa Inquiry\ Fund Transfer (BIFT),

63.53% response for Utility Bill Payments (UBP)7B% response for Foreign Currency
Transactions (FCT), 25.94% response for ChequderSent Request (CSR) and 15.41%
response for (ALL) options.
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The following figure - 22 illustrates the user respe rate percentage wise for Internet

Banking Services which was extracted through tlee gaestionnaire.

90.00 -

80.00 A

70.00 A

60.00 A

50.00 A

an.o0 V- W Percent

30.00 -

20.00 A
D.00 T T T T f

BIFT uBP FCT CSR ALL

Figure - 22: Frequency Percentage on Internet Bankig Services
Source: Survey data

4.4.4 Impactof Switching Cost on Customer Satisfaction and Cusetner Retention

The researcher has selected the descriptive asadysl the cross tabulation method to

identify the first objective thempact of Switching Cost on Customer Satisfaction and

Customer Retention. By using the data set in SB8®dampare means method was used to
get the mean value between Switching Cost anderlmstmbers of cases which is shown in

table - 20.

The mean score was used to elaborate the impatieofwitching Cost. The ten abstract
nouns shown under the Switching Cost were desigaedhe time of preparing the
guestionnaire. According to the table it sholsmber of responses, Mean value and

Standard Deviatiorior each of the five cluster number of cases.

Out of the following three components only the meatue was considered to draw the
following radar chart which clearly elaborates itmpact of Switching Cost with the pattern

of cluster number of cases.
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Table - 20: Impactof Switching Cost

Cluster Numbers of Cases

Switching Cost ucC DC oC CC AC

N M SD N M SD N M SD N M SD N M SD
Hassle (B1) 137/ 2.01| 0.91| 91 | 2.65]| 1.19 5 [4.00] 0.00| 25 |2.00| 0.00 8 | 1.00| 0.00
Money (B2) 137|2.85| 1.17| 91 | 3.74| 1.06 5 [4.00] 0.00| 25 | 4.00| 0.00 8 | 5.00| 0.00
Time (B3) 137 251|096 | 91 |2.97| 1.12 5 [4.00] 0.00| 25 |2.64| 0.95 8 | 5.00| 0.00
Effort (B4) 137 | 255 1.04| 91 | 3.12| 1.11 5 [4.00] 0.00| 25 |3.36| 0.95 8 | 2.00| 0.00
Technology (B5)| 137| 1.86| 0.78| 91 | 2.54| 0.90 5 [3.00] 0.00| 25 |3.60| 1.26 8 | 5.00| 0.00
Accessibility(B6)| 137 | 1.86| 0.68| 91 | 2.46| 0.93 5 [3.00] 0.00| 25 |2.00| 0.00 8 | 5.00| 0.00
Benefit (B7) 137|1.75| 0.58 | 91 | 2.24| 0.67 5 [3.00] 0.00| 25 |2.88| 0.83 8 | 3.00| 0.00
Service (B8) 137/ 1.89| 0.50| 91 | 2.46| 0.82 5 [3.00] 0.00| 25 |2.20| 0.91 8 | 2.00| 0.00
Security (B9) 137|1.88| 0.63| 91 | 2.46| 0.87 5 |[3.00] 0.00| 25 |3.84| 0.94 8 | 5.00| 0.00
Risky (B10) 137| 2.83| 0.94| 91 | 2.46| 0.79 5 [3.00] 0.00| 25 |3.52| 0.59 8 | 1.00| 0.00

Source: SPSS computation of source data
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Figure - 23: Impact of Switching Cost vs Pattern oCluster Number of Cases
Source: Survey data

Based on the results of the above table the fig@&shows the first cluster number of cases
the Unsatisfied Customeagurve is almost close to the mean value 3.0 aalistracts B2, B3,
B4 and B10. For all the other abstracts the cuhmvs the mean value is about two or less

than two.

78




Therefore the impact on Switching Cost is revolvargundMoney, Time, Effort and Risk

aspects of the Switching Cost among UnsatisfieddDosr segment.

The second cluster number of casesDieéghted Customecurve shows a significant mean
value 3.74 at abstract B2 while at B3 and B4 itadtrexceeds the mean value three. For all

the other abstracts the curve shows an average vaganof 2.5.

Therefore the impact on Switching Cost is spinnargund theMoney aspect of the

Switching Cost among Delighted Customer segment.

The third cluster number of cases theganized Customecurve shows a significant high
mean value of 4.0 for abstract B1, B2, B3 and Bdlevor all the others show an average

value of 3.0.

Thus the impact on Switching Cost rotates arodadsel, Money, Time and Effaspects

of Switching Cost on Organized Customers.

The fourth cluster number of cases @enstructive Customesurve shows a significant high
mean value of 4.0 for abstract B2 while for B4, &% B9 it shows the second highest mean

value. All the others are shown with an averagemvadue 2.3.

Therefore the impact on Switching Cost is highlyalging around theMoney aspect of

Switching Cost on Constructive Customers.
Finally the fifth cluster number of cases tApprehensive Customeurve shows a high
significant mean value of 5.0 on five abstracts B2, B5, B6 and B9 while the others shows

a significant low mean value of three or less.

Thus the impact on Switching Cost is rotating arbudoney, Time, Technology,

Accessibility and Securitgspects of Switching Cost on Apprehensive Custemer
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Finally it shows the high impact on Switching Cdstvards all the ten abstracts except
Benefit and Servicander the five customer categories. Thus for tts¢ dbjective it shows
that there is aimpactof Switching Cost on Customer Satisfaction andt@usr Retention

with clear evidence. The computation of source daslown in Appendix IIl.

4.5 Chapter Summary

This chapter was initiated by analyzing the samplegch were under consideration. The
demographics of the data samples, distributionugfstjonnaire and the final response were
presented in a table and a graphical format. Thporses obtained for each bank was then
illustrated. The composition of the respondents wean briefly introduced. A detailed
illustration of responses according to the différgariables was given, with supporting

statistical analysis.

The descriptive analysis of Switching Cost was @lated through a frequency table and a
scree plot. Then by using SPSS as a statistichtheanalysis of Switching Cost, Customer
Satisfaction and Customer Retention was done bggus$actor, cluster and chi-squire
methods. The above three methods were broadlyideddny using tables and charts having
comparisons with each factors and clusters. The@anf the questionnaires was narrowed
down to sort the factors and was clearly identified’hen the factors were defined
specifically to adhere to the clear requirementteAfthat the clusters were defined

accordingly to describe the objectives.

Finally all findings were presented in a summarifednat and the discussions of these

findings would be presented in the next chapter.
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CHAPTER 5

DISCUSSION

5.1 Introduction

The previous chapter presented the data and tlén@is which were collected through
different methods of analysis. This chapter wowldus on the discussions of those findings.
The objectives 1, 2, 3 and 4 will be explainediatly with actual results and their
hypotheses. The objective 5 will be explained latgh imaginable predictable results of
Negative, Moderate and Positive categories, bygustatistical inference methods and the
results would be illustrated by considering thaltoutcome. Then, the statistical analysis of
important variables would be followed. The new firgs or the modifications to the
proposed conceptual Framework would be illustratiéerwards. This would be based on the
triangulation performed on customer data, stasibt@nalysis of questionnaire data and

uncovered information from previous researchers.

The section 5.2riefly describes the achievements of the objestaed the rejection of the
null hypothesis statements along with a brief idtrction. Next it will discuss the analysis
method used to achieve the second objective, defithie strong abstract nouns and the final
outcome with the acceptance or rejection of theeabjes and the null hypothesis. The
analysis method to discuss the third objective a@ssidered next. Identifying the clusters
and the final outcome will be briefly described twithe acceptance or rejection of the
objectives and the null hypothesis statement. Tiseudsion of the fourth objective was
considered along with the analysis method and itte dutcome will be described. Finally

the objectives first and the fifth will be discudsdong with their outcome.

The section 5.3riefly summarizes theChapter 5 by illustrating the research analysis
methods. This chapter indicates the discussiohefihal analysis and the description of the

final output of the objectives.
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5.2 Achievements of the Objectives.

This study is the first in which a concept modekdsh on Customer Satisfaction and
Customer Retention for Internet Banking Services been applied to explain the Switching
Cost in Sri Lankan commercial banking industry.

Thus the objective of this research was to exantiree Impact of Switching Cost on
Customer Satisfaction and Customer Retention feermet Banking Services. This will
mainly focus on the five objectives and the thrgedtheses which the researcher has already
mentioned in Chapter | (Page 7-8). The objectived Will be explained first with the actual

results and the objective 5 will be followed withaginable, predictable results.

This empirical research was conducted in the corwéxnternet Banking Services in Sri
Lankan commercial banks. Internet Banking Servipesvide excellent context to study
customer satisfaction and Switching Costs on custamtention for a number of reasons.
First, Internet Banking users have more power twosh and switch among a large number of
Internet Banking Services on the Internet. This ¢essed power to shift from businesses to
customers and has resulted in a lower level ofornst retention (Kalakota and Whinston,
1996). Second, Internet Banking service is belieieelde in a continuous purchasing setting
which provides excellent context to study distirsfpgid between Switching Costs, Customer

Satisfaction and Customer Retention (Ranaweer&aaithu, 2003).

There is a strong tendency for researchers to arahalyses in a manner that is similar to
what has been done before. Researchers do so be@gubey wish for their results to be
directly comparable to past studies, (b) they htndselieve that procedures must be
reasonable if so many people have used them ipake or (c) they feel (perhaps correctly)
that the easiest way to avoid difficulties in treepreview process is to do what has been

done before.

The following sections will briefly illustrate thachievements of the objectives and the

acceptance or the rejections of their hypotheses.
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5.2.1 Achievement of objective I(Identify the factors of SC)

The above review has examined the decisions madettan results presented in factor
analysis of the research. The major decisions rhgdessearches are critically analyzed in

this section and the information presented is thexluated and discussed.

The results of this research support to identifg fdictors that affect Switching Cost of
Customer Satisfaction and Customer Retention. Trftinigs of this research are consistent
with previous researches which have generally foandignificant positive relationship
between Customer Satisfaction and Customer Retentio

The factor analysis result is based on all respatstisupport of the significant relationship
among the thirty statements consisting of abstmaans. According to the pattern matrix of
the data analysis these statements were categamnizefive factors and a strong relationship
was identified between the five factors and thetyhabstract nouns. This highlighted the
particular areas of service expectation, produpliegbility, customer satisfaction; pleasing
customer requirements and accomplishment of théowwes needs for Internet Banking
Services. These areas were later defined as sfiawigrs such as Readiness, Strategy,

Approach, Desire and Confidence.

Thus the final outcome of the factor analysis métebows that it supports the significant
factorsthat affect Switching Cost of Customer Satisfattemd Customer Retention with a
strong dimension that the second objective wasesstally achieved. The null hypothesis

H1 which is setup asThere are no specific factothat effecting Switching Cost, Customer

Satisfaction and Customer Retentiomas rejected simultaneously
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5.2.2 Achievement of objective Il [dentify the behavioural patterns of customers)

The above review has examined the decisions madethan results presented in cluster
analysis of the research. The major decisions rgdessearches are critically analyzed in
his section and the information presented is thvatuated and discussed.

The results of this research support to identify lblehavioural patterns of customers on
Switching Cost. The findings of this research aveaonsistent with the previous researches
which have generally found a significant negatigationship between customer Switching
Costs.

Based on their significant relationships among fttie strong factors and user acceptance
among each other the five clusters were identiffsctording to the data analysis the first

cluster represented all negative values for the §itrong factors. Thus the banks use their
maximum resources such as Readiness, Strategypd&gprDesire and Confidence for their

Internet Banking customers. But the customers arter@ady to accept such composed
technological productsThis may be due to their lack of awareness and letye on

technology and product benefits.

The second cluster indicates that the Internet Bankustomers have fairly accepted their
banks offer but the Internet banking customers dmesn willing to accept the (strategies)
adopted by the banks. The third cluster shows samtomers are not willing to accept the
banks approach on Internet Banking Services andeaszconfident on new products. The
fourth cluster elaborates customer preference tsvaéine technically composed Internet
Banking Services and finally the fifth cluster stsothe negative impact on the strategies

banks have adopted.

Thus the final results of the cluster analysis mdtbhows that it supports the third objective
the behaviouralpatterns of customers on Switching Cost with argjreet of clusters. The
null hypothesis H2 setup &Bhere are identical customersn Switching Cost based on their

behavioural patternstivas accepted simultaneously.
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5.2.3 Achievement of objective I\(ldentify the significant differences)

The review of the results has examined the de@smade and the results presented in chi-
square analysis of the research. The major desisinade by researches are critically

analyzed and the information presented is theruatadl and discussed.

The results of this research support to identigsilgnificant differenceamong the cluster of
customers based on their demographic charactatistiee findings of this research are not
consistent with the previous researches which lgareerally found a significant positive
relationship between demographic information andt@ing Costs, Customer Satisfaction

and Customer Retention.

Based on the results of the data analysis tenfahirteen demographic information

shows extremely significant p-values. All the tb@h demographic information was later
cross tabulated along with the cluster number sesaAccording to the final output of the

entire cross tabulations it elaborates the valoeshie cluster number of cases UC and DC

with significant results on Internet Banking cusemin the entire process.

Thus the final results of the chi-square analysethmd show that it supports the fourth

objective thesignificant differenceamong the cluster of customers based on theiegtrsl

situation. The null hypothesis H3 setup“@bkere are _no significant differencesmongthe

cluster of customers based on their contextuahitn.” was rejected simultaneously
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5.2.4 Achievements of objectives | and {identify the impact of SC and Reduce the gap

between customers SC)

The above review has examined the decisions madi¢hanresults presented in comparing
mean analysis of the research. The major decisinade by researches are critically

analyzed in this section and the information pre=grs then evaluated and discussed.

The results of this research supports to identiyimpact of Switching Cost on Customer
Satisfaction and Customer Retention. The findingsthis research are consistent with
previous researches which have generally foundrafgiant impact between Switching Cost

and Customer Satisfaction and Customer Retention.

Based on the results of the data analysis it shbere is a high impact on Switching Cost
which the first cluster number of cases has reacipetb the mean value 3.0 at theney,
Time, Effort and Rislaspects. The second cluster numbers of casesaelsed up to the
mean value 3.74 at thBloney aspect. Likewise the third cluster numbers of sasas
reached up to the mean value 4.0 atHlssel, Money, Time and Effaspects. The fourth
cluster number of cases has reached up to the wadam 4.0 at thdloneyaspect and finally
the fifth cluster numbers of cases has reachea tipet mean value 5.0 at tMoney, Time,
Technology, Accessibility and Securiggpects. Therefore it shows the high impact on
Switching Cost towards all the ten abstracts exd&xmefit and Serviceinder the five
customer categories. Thus for the first objectivéhbws that there is ampactof Switching

Cost on Customer Satisfaction and Customer Retentith clear evidence.

This research also shows that the main impact ofcBing Costs on Customer Satisfaction
and Customer Retention was highly significant. Thasks may try to increase Switching
Costs adopted in this research as a means of irgjaimternet Banking customers.
Nevertheless, previous researches showed thatnecertacould become bitter of Switching

Costs especially if these costs led to a situatfaan complete setup.
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When considering the final objective teduce the gap betweeamstomers Switching Cost
and their satisfaction and retention the researtlsrdesigned three criteria which come

under Negative, Moderate and Positive categoribg. Mean value range will be defined

accordingly.
Negative - Range (1.00 - 1.66)
Moderate - Range (1.66 — 3.32)
Positive - Range (3.32 — 4.98)

The Switching Cost has 10 specific elements (sele-0). The first elemeriassleshows
five different mean values for the five cluster raen of cases. According to the above
criteria the first, second and fourth cluster numdfecases 2.01, 2.65 and 2fals under the
Moderate criteria while the third case 4.00 ishia Positive criteria and the fifth case 1.00 is
Negative. This shows moderate customers are géne@t concerned to move towards a
new bank and they do not think it is a hassle fient. The customers within the Positive
criteria are more reluctant to move towards a nankland they consider it as a hassle. The
customers within the Negative criteria are alwayding to move towards a new bank and
they do not consider it a hassle.

Therefore it shows a mixed approach by the custeroarhassle of Switching Costs and
banks should consider this as an important faatethuce the gap by maintaining a high
Switching Costs to retain their valuable customers.

The second elememoneyshows the first cluster number of cases 2.85 thénModerate
criteria while second, third, fourth and fifth cleasnumber of cases 3.74, 4.00, 4.00 and 5.00
falls under the Positive criteria. This shows costos within Moderate criteria are generally
not concerned about money when switching to a rewkb At the same time the customer’s
perception within Positive criteria will cost theanlot of money when switching to a new
bank.

Therefore it shows when concerning money most efdistomers who are at the positive
end will not consider it a barrier to switch ov&hus banks should consider maintaining high

87



Switching Cost to reduce the gap between custo@eitching Cost and their satisfaction

and retention.

The third elemenTime shows the first, second and fourth cluster nundferases as 2.51,
2.97 and 2.64 falls under the Moderate criterialevthird and fifth cluster number of cases
4.00 and 5.00 are within the Positive criteria.sTélhows customers within Moderate criteria
are generally not concerned about taking more fonéhem to switch over to a new bank.
But the customers within Positive criteria haveegated the fact it will not take more time for
them to switch over to a new bank.

Therefore it shows when concerning time, some efctiistomers who are at the positive end
will not waste any time to switch over. Thus thenks should consider maintaining high
Switching Cost to reduce the gap between custo@eitching Cost and their satisfaction

and retention.

The fourth elemenEffort shows the first, second and the fifth cluster nemif cases as
2.55, 3.12 and 2.00 are within the Moderate caterile the third and fourth cluster number
of casers 4.00 and 3.36 are within the Positiveeriai. This shows customers within the
Moderate criteria are generally not concerned tkenan effortto switchover to a new bank.
At the same time customers within the Positiveeaat are making more effort twitchover

to a new bank.

Therefore it shows when concerning the effort, softhe customers who are at the positive
end will make an effort to switch over. Thus thenks should consider maintaining high
Switching Cost to reduce the gap between custo®eitching Cost and their satisfaction

and retention.

The fifth elemenfTechnologyshows the first, second and third cluster numib&ases 1.86,

2.54 and 3.00 are within the Moderate criteria wlitiie fourth and fifth cluster number of
cases 3.60 and 5.00 are within the Positive caitefihis shows customers within the
Moderate criteria are generally not concerned alboadern technology used in their bank
while customers within the Positive criteria comsidnodern technology when switching

over to another bank.
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Therefore it shows when considering the modernnelcgy, generally the customers at the
positive end will make an effort to switch over.uBhthe banks should consider maintaining
high Switching Cost to reduce the gap between owste Switching Cost and their

satisfaction and retention.

The sixth elemenfccessibilityshows the first to fourth cluster number of cab&6, 2.46,
3.00 and 2.00 are within the Moderate criteria wile fifth cluster number of case 5.00 is
within the Positive criteria. This shows customerthin the Moderate criteria are generally
not concerned on accessibility of products in thakowhile customers within the Positive
criteria are more concerned about accessibilithefbank’s new products.

Therefore when considering the product accessibdiénerally the customers at the positive
end will make effort to switch over for the besfeof Thus the banks should consider
maintaining high Switching Cost to reduce the gapMeen customers Switching Cost and
their satisfaction and retention.

The seventh elemeBenefitshows all the five cluster number of cases 1.724,23.00, 2.88
and 3.00 are within the Moderate criteria. Thisvehcoustomers within the Moderate criteria

generally do not consider the benefits of InteBetking Services in their own bank.

Therefore when the benefits are considered, it shalWwthe customers are at the moderate
end and do not affect the bank’s daily processésisTthe researcher cannot see any gap

between customers Switching Cost and their satiefaand retention at this element.

The eighth elemerBerviceshows all five cluster number of cases 1.89, 23280, 2.20 and
2.00 are within the Moderate criteria. This showstomers within the Moderate criteria are

generally not very much concerned about the senuedities of the bank.

Therefore when the services are considered, it shallsthe customers are at the moderate
end it seems that the service element does nottiaifethe bank’'s process. Thus the
researcher cannot see any gap between customexhifigyiCost and their satisfaction and
retention at this element for further improvememtduggestion.
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The ninth elemenSecurityshows the first, second and third cluster numlferages 1.88,

2.46 and 3.00 are within the Moderate criteria wlitiie fourth and fifth cluster number of
cases 3.84 and 5.00 are within the Positive caitefihis shows customers within the
Moderate criteria are generally not much conceraledut security features of the bank’s
Internet products while customers within the Pugsitcriteria are more concerned on the

present availability of the security features onksa Internet banking products.

Therefore when the security is considered, it shtvescustomers at the Positive end are
more concerned about the security element of bamé&eet products to switch over. Thus in
future the banks should consider more about sgdedtures when introducing new Internet
Banking products to reduce the gap between custBwitching Cost and their satisfaction

and retention at this element for further improvame

The tenth elemerRRiskyshows the first, second and third cluster numlbeases 2.83, 2.46
and 3.00 are within the Moderate criteria while tbarth cluster number of case 3.52 is
within the Positive criteria and the fifth clustenmber of case 1.00 is within the Negative
criteria. This shows customers within the Moderatiteria are generally not concerned about
the risk factor of the Internet Banking Servicesla/lcustomers within the Positive criteria
are more concerned about the risk factor on IntdBaeking Services. The customers within
the Negative criteria will totally ignore the ridlactors affecting the Internet Banking

Services.

Therefore when Risk is considered, it shows theornsrs at the Positive end are more
concerned about the risk factors of banks Intepnetiucts to switch over. Thus in future the
banks should consider to minimize the risk factehen introducing new Internet Banking
products to reduce the gap between customers Smgtcbost and their satisfaction and

retention when future improvements are performed.

Finally it shows that the fifth objectiveeduce the gapetween customers Switching Cost
and their Satisfaction and Retention was suppdriethe abstractslassel, Money, Time,
Effort, Technology, Accessibility, Security andkRvith clear evidence.
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The general comments of the user questionnairessalswed that the customers were more
concern on reward based schemes and benefits, Whitks should address them in future
Internet Banking Services. Also they preferred sesor of human touch should be included
in banking services as they felt it's nothing ligetting anAmbassador Treatmeiervice)

especially for the Personal Customers.

Some have commented that they felt free to opéragenet Banking Services but did not
have much awareness on Switching Cost Concept. Swdea feeling that the Internet
Banking Concept was mostly popular among metromoliareas of Sri Lankan banking
context where banks should focus more on theseeroent products among their rural
customer segments as well. Also there was a vauatimment from a student customer
which showed the students too are more concerrherinternet Banking Services in Sri

Lanka.

Finally to minimize the short comings and to maxenithe benefits both banks and the
government of Sri Lanka should take some initiativeasures to improve the infrastructure
and change the customer perceptions, which wilebethe future banking sector as well as

it will strongly affect the country’s regaining ecamy.

5.3 Chapter Summary

This chapter started with the testing of the olbjest along with the null hypothesis through
statistical means. Throughout the chapter it dessrthe achievement of the objectives using
statistical analysis. To achieve the objectiveddia@nalysis, cluster analysis, chi-square
methods and compare mean value method were apgplfedgh SPSS software and the
necessary outputs were shown. The statistical sisabf variables was then followed, with
relevant cross tabulation and mean value resultesd test results uncovered some
significant outcomes on Switching Cost, Customdis&ection and Customer Retention. The
model summary was presented, with alterations daugprto the uncovered knowledge. The
following chapter would focus on the possible reomndations and conclusions of the

research.
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CHAPTER 6

RECOMMENDATIONS AND CONCLUSION

6.1 Study Process

The intention of the research was to identify thmpact of Switching Cost on Customer
Satisfaction and Customer Retention for Internehl@ag Services: A study based on Sri
Lankan Commercial BanksThe existing literature indicated a number of idipgents for
the adoption of Switching Cost, which were spanaesbss a broad area. According to the
conceptual Framework the researcher adopted the “M&BSS” theory to identify the
impact of Switching Cost on Customer Satisfactionl &£ustomer Retention for Internet

Banking Services.

This study process was carried out by using a lameunt of literature on many areas
covering banking, none banking and marketing, whigre taken into consideration and
examined the issues of Customer Satisfaction arsioBier Retention in the traditional non-
Internet contexts. But with the rapid expansiortechnology and high usage of the Internet,
only a few Customer Satisfaction and Customer Rieterstudies have come into limelight,

which has extended beyond the traditional non-h@eto Internet context. Therefore, this
study would be among the earliest attempts to rateginternet and banking service with
marketing concepts. This will also integrate theues contributing towards Customer

Satisfaction and Customer Retention in the Inteenefronment in Sri Lanka.

According to previous researches the moderating @blSwitching Costs on the relationship
between Customer Satisfaction and Customer Reteti@s been empirically validated in
non-Internet settings (Lee et al., 2001; RanawardPrabhu, 2003). But later very few tests
were done for Internet Banking context. This resledas one of the earliest attempts to
examine a conceptual model to find out the impakctSwitching Cost on Customer

Satisfaction and Customer Retention for Internetkdday Services in Sri Lanka.
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The data gathered through stratified sampling ntetlamd simple random sampling
techniques were analyzed through multivariable @estriptive analysis methods to verify
the objectives and to check the acceptance orejeetions of the null hypotheses. After an
in-depth study, the outcome of the objectives dmal hypotheses according to the new

conceptual Framework was considered.

Identifying the significanfactorsthat affect Switching Cost on Customer Satisfacton
Customer Retention, the researcher used the fac@llysis method as the analytical tool.
The final outcome of the factor analysis methodwshthat it supports the significafactors
that affecting Switching Cost of Customer Satigtaceind Customer Retention with a strong
dimension of factorsReadiness, Strategy, Approach, Desire and Confa&)earal the second
objective was achieved successfully. Also the hylbothesis H1 setup aSHere are_no

specific factors that effecting Switching Cost, Customer Satisbactiand Customer

Retention”was rejected simultaneously

Next to identifying thebehavioural patterns of customers on Switching Cost the dluste
analysis method was used and the final resulthefctuster analysis method shows that it
supports the third objective thehaviouralpatterns of customers on Switching Cost with a
strong set of clusterdJpsatisfied, Delighted, Organized, Constructive akmprehensive

The null hypothesis H2 setup ‘@here are identical customersn Switching Cost based on

their behavioural patternswas accepted simultaneously.

The chi-square method was used as an analytichtdadentify thesignificant differences
among the cluster of customers based on their xtuakesituation. The final results of the
chi-square analysis method showed that it suppihesfourth objective thesignificant
differencesamong the cluster of customers based on theiregtmdl situation. The null
hypothesis H3 setup &$here are_no significant differencesnong the cluster of customers
based on their contextual situatibnvas rejected simultaneously

Finally the compare mean analysis method was wsetentify theimpactof Switching Cost
on Customer Satisfaction and Customer Retentisghdtvs a high impact on Switching Cost
towards all the ten abstracts supporting the fitgective. Also eight out of ten abstracts

relating to the Switching CostHéssel, Money, Time, Effort, Technology, Accessibil
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Security and Rigkshowed that they are the deciding factors for Ititernet customers to
switch over to a competitor. Therefore banks shawddsider reducinghe gap between
customers Switching Cost, their satisfaction ann#on. Finally the results of all the
statistical analysis shows the impact of Switch@gsts have a strong positive effect on

Customer Satisfaction and Customer Retention.

6.2 Recommendations

The researchers in various areas of Internet Bgnkave described the characteristics of
Switching Cost on a sound factor analysis studys Téview indicates that the advice has not
been heeded. Therefore the following recommendsigoe provided regarding the impact of
Switching Costs on Customer Satisfaction and CustoRetention in Internet Banking

Services.

The final outcome of the analysis shows that thekbashould consider more on following
areas in future when designing and developing nesyzts and processors to retain their

Internet Banking customers.

* Banks should focus more on five strong factors tbfiécting Switching Cost,
Customer Satisfaction and Customer Retention whtemd processors are designed.

* Banks should consider the five behavioral pattefesustomers on Switching Cost
with the strong factor scores to retain the custsme

» Banks should focus on the significant differencethe customers their demographic
background when new products are implemented.

» Banks should consider the impact on Customer @atish and Retention when
future Internet banking services are introduced.

* Banks should focus on reducing the gap betweemess Switching Cost and their

Satisfaction and Retention when considering theréuinternet Banking Services.

In future studies banks should consider more ork laanal customer expectations. Therefore
in factor Readinesghe technology, designing value added benefits @msidering the

trustworthiness among customers are more imporfat when considering the customer
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aspect it should focused more on accessibilityrenimy of service, meeting customer

expectations, customer benefits and attractiveolessrvices as further improvements.

Since the competitiveness in the industry banksilshfocus more on innovative products
and method of applying them on right time. Therefthrough factoftrategybanks should
improve theiruniqueness, time benefits and technical aspedtsefurOn customer aspect the
factor Strategyshould be more convenience, speedy access andfriesedly on future
products.

When future products are designed the banks hagertsider the customer growth and the
satisfaction. Thus considering the factdpproach banks should consider the future
expansion of the customer base. On customer asipedactor Aproachshould base on
awareness, cost benefit, user friendly and accuddcservice when future decisions are
made.

To meet the future competitiveness banks shouldsiden on availability of facilities.
Therefore in factoDesire banks should further maintain customer secrecyyv@n future
products. On customer aspect the fadbmsire should consider the auxiliary benefits,

expectations and speedy service on future desigroetlicts.

Since the customer centric approach, banks are footesing towards the accomplishing

customer needs. For the fact@onfidencebanks shows positive attitudes towards the
industrial benefits, responsiveness, reliabilitd @ontinuity of service when future plans are
designed. On customer point of view the fadBwnfidenceshould concentrate more on

trustworthiness and features when adopting new adsth

Also in the future studies, it is recommended thatks should develop different customer
retention programs for the Internet banking custemé&or such instance, banks should
implement positive and reward-based processes d@wept customers from switching to
another bank by increasing the level of customestirthe value and the interpersonal
relationship with customers. Banks may build custortrust through public relations
activities. If banks develop an image of a “goodpooate citizen” through public relations
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and publicity then their organizational credibiliyd relational values may improve in the
eyes of customers. Once such processes are imgkneustomers switching to another
bank will be more difficult and banks should findeasier to retain customers. As more
banking services are adopted, the banks shouldtamaihigh Switching Costs, which will

make it more difficult for the Internet banking uséo switch to another competitor.

Since the results of this study are mainly basetherfive objectives future research should
investigate the similarity between customers’ aadvise providers’ (banks) perceptions on
Switching Costs in Sri Lankan banking context. Twil help the financial industry to have

a better understanding on both customers and bsink#ar perceptions regarding issues
relevant to Switching Cost, Customer Satisfactinod &ustomer Retention. Also this study
found that focusing customer satisfaction aloneoseffective in building customer loyalty,
future research may attempt to explore the “unewplb constructs that customers would
value most. The Internet customers will be moreceamed on convenience issues such as
easy accessibility, speed, use of technology oséneice given by the bank staff. Given the
importance of employee competence, future resesihciuld also examine the impact of

employees’ behaviour that could affect Customeisgation and Customer Retention.

6.3 Conclusion

This research represents one of the very few eoapistudies into a phenomenon of great
managerial and academic interest. Clearly, thowwymumber of recommendations are

deserved to qualify these research findings arhtourage future research efforts.

This research illustrates a range of issues thiéiieimce Sri Lankan Internet banking

customers’ switching behaviour through an explasatovestigation. This study also shows
that some factors are more influential than othérs.understanding of these influencing

factors allows management to direct efforts anduees in the most effective and efficient
way to prevent customers’ exit. This reduces bussinesses in the long run that result from
customers switching banks.
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Switching Costs are identified as the most impdrtaaotor that influences the customers to
switch from one bank to another. However, banksukhmot only rely on increasing
Switching Costs in an attempt to retain their cosp base because doing so could bring
downside effects to banks, such as negative wordenfth from dissatisfied customers
(Gerrard & Cunningham, 2004). Therefore positiiert$ are necessary.

Also banks who try to attract new customers frogirtbompetitors will also benefit from an
understanding of what factors cause customers twtslwanks. Thus the bank management
can make use of such information to develop apmtgpstrategies to attract new customers

in future.

In general, the greater the knowledge the bank gemant has about the factors affecting
their customers switching behaviour, the greateir thbility to develop appropriate strategies

to reduce or minimize switching of banks by thaiernet banking customers.

6.4 Implications

This research identifies certain significant imations for researchers and the banking
industry. With the emerging of latest technologye tcosts of technology have reduced
dramatically with the latest features which havedlenaomputers more affordable, available
and accessible around the world. Thus it showssaduéty to the Internet is more readily
available at present. As a result, the use of heteBanking Service has grown dramatically
in the world (A. C. Nielsen, 2002). This change @awustomers more power to choose and
switch to alternative Internet Banking Services l@kala and Whinston, 1996). Therefore,
studying on current Internet banking users regardime influence on Switching Costs,
Customer Satisfaction and Customer Retention wilije both researchers and banks with

valuable information in retaining their customers.

According to the above findings it seems there Wél a threat in future to retain Internet
banking customers switching to better aspects mic®e Thus one of the main objectives of
this research was to investigate the factors th#dcta Switching Cost of Customer

Satisfaction and Customer Retention in the Intelbagking context.
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The findings of this research should prompt Intemesearchers to pay closer attention on
how banks manage and the methods adopted by thewetaim their customers who use
Internet Banking Services by making use of Intepreducts through the banks electronic

infrastructure.

The banks future strategies on effective customintion are more important since the long
standing customer relationship is the most impartaetor in providing an explanation to the

bank’s profitability (Buchanan and Gilles, 1990yikell, 1992; Reichheld and Sasser, 1990).
Specifically, Reichheld (1996) found that five pamtincrease in customer loyalty produces

85 percent increase in profitability for the bargkindustry.

When counting the present island wide expansiocga®es in the banking industry in Sri
Lanka it clearly illustrates how much value ancdfbbanks put on acquiring and retaining
new customers. Also it is important for banks teelep well-designed customer satisfaction

programs in order to increase customer retention.

According to the previous researches it was foumat the Customer Satisfaction and
Customer Retention processers should highly consideSwitching Costs concept for early
detection and prevention of switching behavioure Timportant role of Switching Costs

makes an effective link between Customer Satisiacind Customer Retention.
Thus banks should consider this as an importantféoduture Customer Retention process

as well as take this opportunity as an advantagestafcturing the Switching Costs

accordingly to retain their valuable customers.
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6.5 Chapter Summary

This is the final chapter of the study titlethmpact of Switching Cost on Customer
Satisfaction and Customer Retention for Internehidag Services: A study based on Sri
Lankan Commercial BanksThe chapter started by illustrating the generaktgsions of the

study.

It shows that there are Switching Costs in Sri lanBanking context, and the effect of them
is to discourage their customers from switching ksanin general banks desire is to
encourage customers to switch towards them andtlasodo not want to make it easier for
them to switch from them. To date there has beereabeffort by regulators to investigate
the effect of these Switching Costs on the extémbmpetition, although other research has

indicated that Switching Costs reduce competition.

Switching Costs in banking industry are increasingging recognized as an issue by the
respective authorities. There are opportunities tf@se authorities to consider means of

reducing Switching Costs and thereby enabling grdavels of switching.

The results of the objectives and the null hypathtesting were stated, with the introduction
of new ‘TABSS’ theory which was considered throughthis study. The recommendations
by the researcher to the banking sector illustramabral important factors which should be
considered before implementing future Internet BagkServices. Finally, the areas for
further research and improvements were also prabbgehe researcher under the segment

research recommendations.
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APPENDIX |
RESEARCH QUESTIONNAIRE

Questionnaire for the users

The purpose of this survey is to determitrapgact of Switching Cost on Customer Satisfaction
and Customer Retention for Internet Banking Service: A study based on Sri Lankan
Commercial Banks. Your contribution to this research is very gigatppreciated.

PART A: This section intends to identify ti@emographic Information (DI) of the customers. Please tick ( /

) the relevant cages according to your choice.

1. Specify your age category.

|:| 18- 27 Years |:| 28 — 37 Years |:| 38 — 47 Years

|:| 48 — 57 Years |:| More than 57 Years

2. Specify your Gender: |:| Male |:| Female

3. HighestEducation Level I:I Primary Qualification I:I Secondary Qualification
I:I Professional qualificatiorD Bachelor Desyr I:I Postgraduate Degre

4. Occupation: |:| Student |:| Employed |:| Freelance |:| Housewife

5. Monthly Income Level: [ ] Less than Rs. 15,00000[ |  R€A%p0 — 35,000.00

I:I Rs. 35,000.00 — 55,000.(Jv_—| Rs. 55@®8.75,000.00 I:I More than Rs. 75,000.00

6. Information Technology Literacy Level.

Not at all Basic Average High
[] [] [] []

7. How long you have been doing transactions witlhé bank?

I:I Less than 1 Year I:I 2 Years I:I 3 Years I:I More than 4 year

8. Do you use the Internet Banking facility? I:l Yes I:l No

9. If ‘Yes’ how long have you been doing Internet Bnking?
I:I Less than 1 Month I:IZ 2 Months I:I 3 Months I:I More than 4 Months
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10. What type of Internet Banking Services are yoaccessing?

I:I Balance Inquiry/ Fund transfers I:I Utility Bill payments
|:| Foreign currency transactions |:| Cheque/ Statement Requests
I:I All of the above

PART B: This section intends to identify your opinion redjag theSwitching Cost(SC).

The Switching Costis a onetime cost that customers associate witptbcess of switching from
one service provider to another
Please mark on appropriate answer to indicate om ®#ccess statements

1. Strongly Agree (SA) 3. Un- Dedd#&D) 5. Strongly Disagree (SD)
2. Agree (A) 4. Disagree (D)

SA| A ub D SD

1. In general switching to a new bank would beaashefor
me.

2. It would cost me a lot of money to switch fromy bank to
another bank.

3. It would not take me more time to switch fromg bank to
another bank.

4. It would not make me more effort to switch fromy bank
to another bank.

5. | feel Internet Banking is more advanced in my bank since
it uses modern technology.

6. | am satisfied with the available accessibilitymy bank
for Internet Banking products.

7. | feel the benefits are high in Internet BagkBervices in
the present Banking setup.

8. In general service qualities are more stanigtanay bank.

9. | feel the availability of advance securitytfeas are more
in present bank environment.

10. It is not risky to change from my bank to amothank

since it may provide me good Internet Banking sexvi

107



PART C: This section intends to identify your opinion regjag theCustomer Satisfaction (CS)
and Customer Retention (CR) on Switching Cost (SC).

Please mark on appropriate answer to indicate dm ®access statements

1. Strongly Agree (SA) 3. Un- Decid&tD) 5. Strongly Disagree (SD)
2. Agree (A) 4. Disagree (D)

SA| A ub D SD

1. | feel free to work with the latest technologitenking
applications.

2. 1 am not aware on technical features on lafgsliGations.

3. My expectations are met with latest technology.

4. Bank products use technology to become uniquengm
competitors.

5. Bank products are full of technical aspects.

6. Bank applies more technology to meet custometdsie

7. | am much familiar to perform my transactiohsotigh
Internet Banking.

8. | feel speedy access helps to retain more oSt

9. | expect convenience through Internet Banking.

10. Bank products have easy access through IntBeming.

11. Bank services always meet customer expectations

12. Bank’s availability of service shows the customgrowth.

13. | am satisfied with the responsive Internetkag service.

14. My service charges are very low when dealingh i
Internet Banking applications.

15. | prefer different features offered by my seevprovider.

16. Internet Banking always saves customer’s time.

17. The Bank always introduces competitive prodtects
customers.

18. Bank'’s value added features may gain more mesta

19. | get updated information from Internet Banking

20. My queries are handled in customer friendly nesn

21. | always prefer Internet Banking because ofsjigedy

service.
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22. The Bank provide accurate information througternet
Banking Services.

23. In general the bank provides most reliable pctxl

24. The Bank provides up to date service.

25. | am aware on security features in bank’s edeat
products.

26. | always trust my bank when it comes to perkona
information.

27. | expect more security on my information.

28. Bank always gives priority to security issues.

29. The Bank always trusts their customers on aetiens.

30. The Bank’s duty is to maintain the customeremc

(@01 0101011 1155

(Thank You for Completing the Questionnaire)
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APPENDIX Il

Extraction Method: Principal Component Analysis.
(Source Data — Scree Plot)

Statements Eigenvalues
1 6.63
2 3.31
3 2.54
4 2.01
5 1.57
6 1.49
7 1.36
8 1.13
9 1.04
10 0.92
11 0.84
12 0.75
13 0.72
14 0.65
15 0.59
16 0.55
17 0.49
18 0.45
19 0.43
20 0.36
21 0.35
22 0.33
23 0.31
24 0.26
25 0.24
26 0.22
27 0.15
28 0.13
29 0.11
30 0.07
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APPENDIX 11l

Impact of Switching Cost vs Pattern of Cluster Numier of Cases
(Source Data — Radar Chart)

Switching Cost UC| DC| OC| DC| AC
Hassle (B1) 2.012.65|4.00| 2.00| 1.00
Money (B2) 2.85 3.74| 4.00| 4.00| 5.00
Time (B3) 2.51] 2.97| 4.00| 2.64| 5.00
Effort (B4) 2.55| 3.12|4.00| 3.36| 2.00
Technology (B5) 1.86 2.54 | 3.00| 3.60| 5.00
Accessibility (B6) 1.86 2.46| 3.00| 2.00| 5.00
Benefit (B7) 1.75 2.24| 3.00| 2.88| 3.00
Service (B8) 1.89 2.46| 3.00| 2.20| 2.00
Security (B9) 1.8§ 2.46| 3.00| 3.84| 5.00
Risky (B10) 2.83 2.46| 3.00| 3.52| 1.00
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APPENDIX IV

New Registrations — Figures were taken by IT Divisins of the respective banks

Bank January 2010 — End of November 2010
State Bank A 3,844
State Bank B 102
Private Commercial Bank A 11,823
Private Commercial Bank B 9,476
Private Commercial Bank C 7,190
Private Commercial Bank D 6,862
Private Commercial Bank E 1,456
Private Commercial Bank F 896
Private Commercial Bank G 402
Private Commercial Bank H 211
Private Commercial Bank | None
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