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Background:
The banking industry is today evolving in a mature market, with a strong competition. Banks’
situation is forcing them to constantly innovate in order to keep their customers and to stay
attractive for prospects. This environment is particularly true in Sweden.
Purpose:
All long this research the authors have explored the way Swedish banks are innovating today.
Comparing their practices to customers’ opinions on how they would like their banks to
implement innovations, the authors mainly focused on innovation strategies for banks in order
to satisfy their customers.
Method:
First of all the authors have made a literature review in order to explore previous researches
conducted on innovation strategies and customers satisfaction. This has firstly been used in
order to make hypotheses, then in order to build the interviews guides for banks as well as the
quantitative questionnaire for customers. Then, a comparison has been made between
customers’ opinions and banks’ practices, all of this combined with the theoretical part in
order to draw conclusions on the topic.
Results and conclusions:
Results of this research have shown a difference of point of view from both parts. This
difference is not very strong, but could be at the origin of innovation success for Swedish
banks understanding it and taking it in account when it comes to implement innovation thanks
to an adopted strategy.
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1. Introduction
The service sector has become a driving force in today’s global economic growth,
contributing to the gross national development of many countries notably by creating job
opportunities, especially during the recession (Organization for economic co-operate and
development).
The positive impact of services industry is very visible in many countries, where services are
highly influencing employment and growth (OECD, 2008). The importance of services is not
only limited to Africa, but also plays a huge role in the European Union (ibid). For example,
while services account for up to 50% GDP in developing nations, research by Uppenberg &
Strauss (2010) has indicated that two-third of the total out-put and fourth of the growth are
attributed to the services sector. As such, most countries, including Sweden are shifting their
focus on the service industry rather than manufacturing sector, in order to develop and
improve this sector (ibid).
Almega (2011) cited that the service sector has contributed heavily to the Sweden’s output
growth and employment during the last 20 years, thereby boosting a growing impact in the
international competitiveness of the country.
Miles (2001) outlined the diversity and the wideness of the services sector. Miles in his
research cited telecommunication, retail and real estate, finance and hospitality, computer
services and consultancy services as examples of the diverse areas within the service sector
that can boost country’s competitive power both in terms of growth and employment
opportunities.
One aspect with services is that they are not confined only within the service sector, but can
also be produced and consumed in different types of organizations, including manufacturing
organizations (Ibid).

1.1 Background
While the service industry continues to create a positive impact in many economies, it is also
affected by dynamic changes in today’s business environment, including rapid changes in
market, technology, and competition, which has influenced almost every sector (Curran &
Meuter, 2005; Von der Gracht et al., 2010; and Referenceforbusiness.com, 2015). In addition,
manufacturing and other non-services firms have upgraded into the delivery of services to
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clients, who see that service quality is an important element of competitiveness (Miles, 2001).
These developments of competition and advancing technology also encountered by the service
industry has resulted in firms, increasingly depending on innovation as key strategy for
obtaining sustainable competitive advantages (Von der Gracht et al., 2010).
Viewing innovation as a growth, survival, and market expansion strategy for both service and
manufacturing firms has already been widely accepted (Schumpeter, 1939; von Hippel, 1988;
and Moore, 2008). Moore (2008), showed that for firms to survive and prosper there is a need
for a sustainable competitive advantage, which is achieved through constant innovation.
Innovation plays a major role in the service industry; nevertheless, not much has been done in
innovation in the service sector (Jimé-Zarco et al., 2011). In fact, Moore (2008) compared
today’s business environment to the way Darwin describes the battle for life’s survival in a
natural world. According to Moore (2008) a similar kind of phenomenon emerges in the
market place. As such, innovation is a key strategy for gaining competitive advantage, which
will enable it to survive and prosper.
Most importantly, innovation in the service sector is often referring to “service innovation”
(Referenceforbusiness.com, 2015), which can be marketing innovation, line extension
innovation, migrations innovation, platform innovation, experience innovation, integration
innovation (Moore, 2008).
According to Akinci et al. (2004), the banking sector has experienced several technological
innovations within the past decades, which has enhanced the way services have been offered.
Examples of most recent innovations within this industry include electronic banking (ebanking), ATM (Automated Teller Machines), mobile banking and traction solutions (Akci et
al., 2004; and Curran & Meuter, 2005). These services, that have significantly replaced the
front-line employee to deliver services to the customer, are referring to self-services
technological innovations (SSTs) (Buell, et al., 2010; and Curran & Meuter, 2005).
In Sweden the banking sector, which is made up of public and private banks, has been
enjoying a stable environment for the past decades until recently when the abolition of trade
barriers has resulted by strong competition into the market (Zineldin, 1995). Zineldin (1995)
furthers by emphasising that it is necessary for banks to find a long-range profitability and
ultimate survival strategies, in order to enable them to build and protect competitive position.
Therefore, banks failing to build a competitive position must be ready to suffer casualty
battlefield full with aggressive competitors (ibid).
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1.2 Problem discussion
Previous research has showed that the concept of innovation is not new to the banking sector.
In fact, Buell, et al. (2010) and Curran & Meuter (2005) showed that innovation is considered
as a major strategy in this sector. In spite of the innovative spirit in the banking industry, the
banking sector is fast becoming a commodity.
Levesque & Macdouagall (2000) claimed that one reason for this is that most service firms
face the challenge of differentiating their products from competitors, which results in
everyone offering the same services. In fact, Ioanna (2002) states that differentiating services
innovation in a highly competitive market can be impossible. For example in Sweden, almost
all the banks offer similar if not the same innovations to customers (ATM, Internet and mobile
banking) (Zineldin, 1995).
According to Moore (2008), in a growth market such as the Swedish banking sector, it is vital
for an innovation to create a return on investment or an economic value. Armstrong & Kotler
(2008) distinguishes the different stages of market lifecycle, including the early, the growth,
the mature, the decline and the end of life.
The mature market is characterised by a firm’s growth through selling to its existing
customers or from taking market shares from competitions (Armstrong & Kotler, 2008; and
Moore, 2008).
Moore, CEO of The Champs Group explains that “for an innovation to create a return, it must
focus on what the customer values, which at some point means retreating from creating rafts
and rafts of new features, something most banks in the highly competitive marketing would
accept” (Davidson & Leavy, 2007 P. 5).
Nevertheless, most innovations in the banking industry have rather focused on creating more
advantages (reduce labour cost, standardize service deliver and expand the options of deliver)
for the banks rather than customers’ satisfaction (Curran & Meuter, 2005).
Curran & Meuter (2005) argued that while firms might have an extensive appeal in providing
innovative services such as SST to customer, on the contrary it affects the satisfaction of the
customer (hard to used, and reduces face-to-face relationships) (ibid).
For these reasons Moore (2008) concludes that for a firm to be innovative does not only imply
that they must come up with a new product. Moore further indicates that understanding how
to manage innovation in a growth, decline and mature market will enable an organization to
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innovate customers and not products, thereby aiding the organization to process and leave the
competition (Michel, Brown and Gallan, 2008).
Moore (2008) outlines fifteen distinct innovative strategies, which can be useful at different
stages depending of marketplace’s evolutions. This implies that, as the marketplace changes,
an organization chance of successful differentiation via innovation will depend on its ability
to choose the perfect innovative strategy at the right stage of the market evolution, which will
give it a sustainable competitive advantage. “Dealing with Darwin” therefore becomes a
critical tool for the banks to be able to innovate with a customer orientation and build a
competitive advantage.
The term Dealing with Darwin is a term borrowed from the real world of nature, established
by Moore (2008), which simply compares the market to the natural world of evolution.
According to Moore (2008) free market operates under similar rules as organic system in
nature. Hence, as the evolution at the market place is running, the concept of Dealing with
Darwin describes the perfect innovation that can suite the present situation of the market.
Thus, Dealing with Darwin enables firms to be able to innovate in growth and mature markets
(ibid).
However, our focus on this paper is not to investigate the entire evolution of the market place
in the banking sector, but rather to look to how Swedish banks can gain a superior competitive
advantage in the mature stage of the market, by innovating customers rather than products.

1.3 Research gap and relevance of study
First of all, research databases are saturated with extensive research in the area of innovation,
most specifically in the banking sector. However, with the rapid changes in the sector
combined with the outcomes of technology, there is a need for new research in this sector.
Johns & Penott (2008) urge on the importance of increasing and gaining new knowledge on
how this technology and changes will affect relationships between the customers and banks.
This demand for new knowledge and understanding has been affirmed by Devine (2002, P.
275 – 276), who posited that banks could formulate a future competitive advantage by
constantly increasing their knowledge and understanding of the customers’ associations.
Hence, there is a need for knowledge renewal, which might enable the banks to develop an
appropriated strategy for gaining competitive advantage in the mature market.
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Secondly, most research carried out on innovation has been focusing on the technological
aspect of innovation, with very little done in the areas of service innovation. For example,
Domeher et al. (2014); Rogers (1995); Kent, et al. (2008); Black et al. (2001); and Kolodinsky
el al. (2000 and 2004) have mostly focused on how customers adopt technological innovations
in the banking sector, “meanwhile, areas such as critical factors of successful service
innovation in the banking sector are still in need of a framework” (Khan et al., 2014 P. 13). As
such, we identify a need for additional investigation on innovation in services.
Thirdly, Junarsin (2010); Porter (1985) and Moore (2008) suggested that innovation is a key
for gaining competitive advantage in a mature market. “Innovation provides an impetus for
banks to improve their market performance” (Domeher et al., 2014 P. 23). According to
Moore (2008), innovation is only successful when it gives an economic benefit to the
company and customer. Thus, understanding when and the type of innovation to give the
market where a firm is currently positioned can lead to a competitive advantage.
For this reason, Moore (2008) established the concept of “Dealing with Darwin”. Dealing
with Darwin is still a new concept, which has been used in studying technological innovation
in mature market to achieve a competitive advantage and market share. Nevertheless, previous
literature on banking innovation has not paid much attention on the type of innovation to give
to a mature market. Therefore, there is still a gap for proper research in this area.

1.4 Purpose and research question
The purpose is to identify how the Swedish banking sector can focus on “innovating
customers” rather than products, in a mature market in order to enable them to gain a superior
competitive advantage.
Research question: How can Swedish banks gain a superior competitive advantage through an
innovative strategy focused on customers instead of banking services?

1.5 Delimitations
This study is exclusively focused on the Swedish banking sector. All the information comes
from Swedish banks and their customers.
It has been chosen to consider as innovations the last services, products and features
developed by the banks over the 10 past years. These new services, products and features are
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directly linked to the customers as they have a clear impact on customers’ experience.
Possible internal innovations aiming to improve banks’ profitability have not been considered.

1.6 Disposition
The remainder of the paper consists of the following chapters, which have been sequentially
followed in order to lead us to the answer of the research question. Next to the introductory
chapter is chapter two, a theoretical framework, which will present and discuss the relevant
theories, key concepts, including Dealing with Darwin, innovation strategy, customer
satisfaction, customer interaction, loyalty, service quality and trust.
Then comes the methodology chapter (chapter three), which highlights the practical
methods, including choice of respondent, survey design and interview guide, used in
conducting this research. Further, chapter four, which is the empirical chapter discuses and
presents data obtained from the surveys and the cases studies, with the guide of the theoretical
framework. Then the analysis, chapter five, includes a thorough discussion and comparison
of the empirical findings with the relevant theories established in chapter two.

Finally,

chapter six, the concluding chapter will provide answers to the research question, purpose
and highlight the implications of this study.
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2. Theoretical framework
This chapter consists of theories in relation to innovation and competitive advantage. Firstly,
the section commences with a summary of theories and will end with a conceptual model.
Though, the focus of this paper is to how banks can successfully gain a competitive advantage
with their innovation, other theories have been used just to enable the authors to build a good
framework and a good model for the paper.

2.1 Innovation management and new product development
For past decades now, most manufacturing firms have adopted innovation as a business
strategy to respond to rapid changes of customers’ needs (von Hippel, 1988). Likewise most
services firms; for example most banks have been quick to notice the importance of relying on
innovation as a strategy for responding to threats of aggressive competition; increasing market
share and profitability (Alam, 2003).
Though research is a little slow to establish concrete models and frameworks on how
innovation should and can be successfully done within the services sector, the business
platform in the world today is highly indicating that the service industry has more to offer to
innovation than new products (Lundqvist & Yakhfef, 2004).
The concept of innovation has not existed for so long in the service industry, however, the
situation is different in the manufacturing industry and the entire world as a whole (ibid). The
credit for innovation can be allocated to one of the 20th century political thinker and great
economics (Joseph Schumpeter), who described innovation as creative destruction in an
organization (Anon, 2015). Since then, there has been several views on what innovation is and
thereby, resulting to several definitions of innovation.
For example, a simple definition of innovation is the one from the Webster’s New World
Dictionary, which describes innovation as the act or process of bringing something new to the
market, new methods, renewals, alter or new way of doing things (Webster’s New World
Dictionary, 1983). Ramakrishna (2012) further simplifies the definition of innovation as new
idea(s) applied to develop a new product or to enhance an existing product, process, or
service.
An important thing to note about innovation is that the driving force that resulted to the birth
of innovation in the 20th century is till the same today. For Schumpeter, as market place

14

becomes so intensified with strong competition, there is an urgent need for organizations to
strategize in order to capture market shares and also increase profits margin (Anon, 2015).
In this case a better innovative strategy, such as new ways to improve technology and new
business methods that will create good value for the customer, becomes a pivotal tool for
organizations to gain and sustain a competitive advantage (Porter, 2005; and Moore, 2008).
For Moore (2008), organizations ignoring innovation in a competitive environment, find it
tough to gain a competitive advantage, and as such, any share of the market owned by such
firms is at the mercy of the customers.
According to Moore (2008); Foss et al. (2010); and Ramakrishna (2012), an organizational
power to gain and sustain a competitive advantage in todays’ business environment depends
on its ability to constantly innovate. Like most organizations, innovation has become the
main strategy for banks to hunt profitability and market shares. Not only has innovation
become a buzzword in the sector, it is currently considered to be the necessary step to
confront and over power competition (von Hippel, 1988; and Lundqvist & Yakhfef, 2004).
An important aspect to note is that, when firms embark on innovation as a strategy for
capturing sustainable competitive advantage, not all innovation are likely to result to
competitive advantage. In fact, Moore (2008) highlights that most innovations end up
unsuccessfully, in terms of creating value for returns for organizations.
Regardless of the fact that improvements are made by these innovations, the reality is that
these improvements are so insignificant to generate competitive advantage, because customer
will appreciate but will not pay for these innovations, thereby ending up as waste for the firm
(ibid).
In the banking industry, there are two important factors, which must not be omitted by banks
when innovating, if they intend to avoid this catastrophic waste of yielding no economic value
with the innovation (Moore, 2008; von Hippel, 1988; and Lundqvist & Yakhfef, 2004).
Firstly, banks should innovate to capture the minds of the customers (innovate for the
customer), and secondly must ensure that any innovation intending to capture some market
share should be difficult for competitors to copy or neutralize (Ramakrishna, 2012).
It can be a challenging task for organization to bring an innovation that will create value for
the customer and also place it in a position that will be difficult for competitor to imitate
(ibid). Nevertheless, care should be taken because any carelessness in the side of the
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organization might result to waste (innovation that does not create any definitive separation
from competitors’ product or services) (Moore, 2008; and Lundqvist & Yakhfef, 2004).
Consequently, Moore (2008) has established “Dealing with Darwin”, which is purposely to
guide organizations to obtain an economic return on innovation.

Dealing with Darwin (innovating the customer rather than products in mature market)
Customer intimacy

Customer

zone: innovation

interaction in

strategy (experience or

innovation

Trust

Service quality

line extension)
innovation
Competitive advantage in mature market
Customer
satisfaction

Customers’ loyalty

Fig 1: Summary of the theoretical framework

2.2 Dealing with Darwin
The concept of Dealing with Darwin describes the different stages of the market faced by an
organization. Moore (2008) indicates that the market lifecycle evolves from growth to decline.
In each of these faces the firm requires different innovation strategies that will suite the
current market situation in that firm. For instance, figure 2 below indicates the different
market cycles and the different innovation strategies, which can be used in each evolving
phase of the market lifecycle.
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Fig 2: Fifteen different types of cooperate innovations related to market lifecycle (adopted from
Moore, 2008).

2.3 Innovation types for mature market
For organizations’ innovations to survive it is crucial to understand that, selecting the best
innovation type that will generate the greatest returns and also boost a better competitive
advantage varies as the market place changes (Moore, 2008).
This implies that while one innovation strategy might perfectly match a particular stage of the
market, it might be a total failure at another stage of the market, thereby generating no returns
for the organization (ibid).
Selecting one innovation strategy that suites the current marketplace of an organization, and
removing resources from areas that doesn’t create any competitive differentiation to those that
can enhance the differentiation in an organization’s offering, are two important things that can
help an organization to overcome these challenges (Moore, 2008).
For example, the Swedish banking industry is operating in a fully mature marketplace
(characterized by aggressive competition from commercial and public banks, high market
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shares, high returned of cash flow to investors, slow) (Zineldin, 1995). Therefore, selecting an
innovation type from a mature market zone appears to be a better strategy in this sector.
Innovation types for the mature market can be categories into two broad zones, including
customer intimacy zone and operational excellence (see figure 2 p.17). However, Moore
(2007) claims that customer intimacy is a better innovation type for an organization to gain
competitive separation and increase in market share.
One reason for this is because the target for these innovations is to sustain customers’ loyalty
in a commoditize marketplace (ibid). Therefore, “Choosing an innovation type within the
customer intimacy zone is life-cycle-sensitive decision” (Moore, 2007, P.118).

2.4 Customer intimacy zone
When an organization’s offering approaches the stage of maturity in the market lifecycle, it
either decides to use innovation options from customer intimacy or operational excellence as
indicated in figure 1 p.16. Moore (2007) shows that at this stage of the market, which is also
very critical for the success of an organization, selecting innovative option from any of the
category of customer intimacy is the most effective for an organization in a market that is
becoming a commodity.
One reason for this is because if innovation at this phase of the market requires more than just
slide improvements on the existing product to succeed; thus, concentrating on adding features
to the existing offering rather than bringing significant changes will not be rewarded by the
market (ibid). “Customer value is the key ingredient in the marketer’s formula for success.”
(Armstrong & Kotler, 2009 P.77).
Hence, in order to differentiate and create new value at this phase of the market means that an
organization’s innovation must shift from bottom to top line-growth, which implies
developing ways to get a closer relationship with the customer, using customer intimacy
(Moore, 2007; and Armstrong & Kotler, 2009).
Brock and Zhou (2012), showed how important customer intimacy can be for a business
organization, not only does it help to straighten relational ties between the firm and the
customer, but it develops a closeness, an a proper mutual understanding and broadens the
view of value perception. Most importantly, customer intimacy is a vital component of firm’s
customer affection that strengthens and influences the ability of customers to be loyal to an
organization (Yim et al., 2008).
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In fact, intimacy simply bonds and connects a relationship between customer and
organization, which intends to build strong emotional bonds between firms and customers,
resulting to strong customer loyalty (Brock and Zhou, 2012; and Yim et al., 2008).
As such, it is important to understand that any innovation strategy within the customer
intimacy zone is based on the relationship between the firm and the customer thus, focusing
on the customer as the prime reason for the innovation, not just focusing on developing
innovation to meet firms’ own needs (Moore, 2008)

2.5 Managing Innovation in the customer intimacy zone
2.5.1 Line extensions innovation strategy in the customer intimacy zone
This innovation strategy is used by organizations in the mature or mainstream marketplace, in
order to increase market shares is line extension innovation. This can be described as the
process where an organization makes some modifications in the structure of its existing
offering, so as establishing or finding a new market for the products or to get the existing
customer to see a different product (Moore, 2007 p. 120).
Not only is line extension a good innovation strategy for a mature market, this strategy also
makes an existing product to look less commoditize in the eyes of its customers. This, by
making the product more compelling even to existing customers and thus, occupying the
market before competitors can respond (ibid). Most importantly, Armstrong & Kotler (2009)
recommend line extension to be a perfect strategy for firms, through their offering of modified
services to current market segments.
2.5.2 Enhancement innovation strategy in the customer intimacy zone
Unlike line-extension innovation strategy, which focuses on expanding market shares by
means of obtaining new customers into the company, the enhancement innovation sees its
existing customers as the main source of future revenue (Moore, 2007).
Thus, organizations with such a strategy aim to increase the loyalty of the current customers
or to upgrade them to premium customers in order to enable them paying more (Moore,
2007). In this case, companies with this type of innovation differentiate themselves from
market competitors by incorporating add-ons that are quite unique into their product or
services (ibid).
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A unique characteristic with enhancement innovation is that it works well in any of the
position where an organization can find itself in a competitive market (e.g. market leaders,
market challengers or low-cost challengers) (Moore, 2007).
For instance, it only requires a market leading firm using enhancement innovation a good
excuse for its customer to be able to pay a premium price for its offering, as market
challengers, enhancement innovation plays a role of scaring the market leaders from copying
the firms offering for “fear of alienating its own mainstream customers”, thereby giving an
opportunity for the company to generate some profits (Moore, 2007, pp. 122). Finally, as an
organization using the low-cost to challenge for market share, just one enhancement, which is
different from what competitors do not offer is enough to skyrocket the firm’s market
campaign (ibid).
2.5.3 Marketing innovation in the customer intimacy zone
While line-extension and enhancement innovation gain the market share by simply modifying
the offering to ensure it is more competitive, market innovation uses a different strategy,
consisting in rather modifying the elements in the market mix, used in marketing the offering
to the customers (Armstrong & Kotler, 2009).
Rather than putting more resources on developing adorable products, organizations with this
innovation strategy decide to occupy a large portion of the market by outselling the
competitors using the existing offering (Moore, 2008). For example, Swedish banks now
enhance their market mix by using house-to-house telephone calls to persuade customers to
get an account (Zineldin, 1995).
Companies focused on marketing innovation understand that customer-company relationship
is the most valuable tool needed to achieve their goal and as such, more attention is focused
on building reputation, using social relationships rather than concentration on brand
differentiation (Moore, 2008).
An organization can successfully achieve such an innovation by implementing the following;
building good relationship with industrial influencers; more personalized one-one
conversations; involving customers with right temperament and commitment to relationship
(Ibid).
2.5.4 Experiential innovation in the customer intimacy zone
Experiential innovation, considered by Moore (2007) as the ultimate in the customer intimacy
category, works well when the buyer is the end users of the product or service and most
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importantly, can suite into any industry and sector, including goods and service-based (for
example, banking, hospital, retail, hotels, manufacturing) (Zomerdijk, 2007 and 2010).
This type of innovation differentiates by using the customer experience when interacting with
the firm, rather than using the functional benefits of the product or service delivered (Voss &
Zomerdijk, 2007 and 2010); and Moore, 2007). Armstrong & Kotler (2009) indeed showed
that firms could differentiate their offering beyond the ordinary competition, by creating and
managing customers’ experience.
According to Zomerdijk (2007) every touch-point between the customer and the
organizations’ product or services is considered as an experience, which can be negative or
positive and can occur at a greater or lesser extent. Therefore, experience is an important
innovative element, especially when organizations are differentiating for competitive
advantage (ibid). Most importantly, there is a high tendency for customers to repeat purchases
and pass on a positive word-of-mouth (WOM) when they are satisfied with their experience
with an organization thereby, making experience an ingredient that is influencing customer’s
loyalty (Zomerdijk, 2007).

2.6 Factor influencing customer intimacy innovation
There are several factors that established intimacy between an organization and its customers.
Some of these factors include trust, loyalty, customer satisfaction, service quality and
customers’ commitment (Brock & Zhou, 2012; and Yim et al., 2008).
2.6.1 Customer loyalty
Customer loyalty is an important strategic aim competitive business today. Not only do firms
acknowledge that existing customer plays a key role in the success and growth, they also
know that it is difficult for the organization to survive only with new customer (Duffy, 2003).
For example, in the banking sector, customer retention is seen as an important strategy, for
growth and success in an environment constituted of aggressive competitors (Gremler, 1995;
and Khan, 2012).
It is not unusual to hear different terms used by different firms or different people to describe
customer loyalty. For instance Duffy (2003) has indicated that different terms including
customer relationship management, customer retention, customer relationship optimization,
customer relationship design, frequency marketing, one-to-one marketing, and retention
marketing, have all been used in referring to customer loyalty in different organizations.
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Nevertheless, whatever or however customer loyalty is seen, one important thing to
understand is that customer loyalty, which involves capturing and holding the customer longer
in order to reap enough profits and market share from the customer business is the sole
objective of all the terms (ibid).
When customers develop such a strong feeling to a particular brand, they are set to be loyal
customers to that brand. In this case, this type of customer, also known as faithful customers,
becomes a key part of that organization’s success by generating positive and measurable
financial result and by passing on a positive word-of-mouth to the others (Duffy, 2003). As
such, customer loyalty is simply defined as the willingness of the customers to be faithful or
stick to a relationship that involves a particular firm or product/service (Khan, 2012; and Ali
et al., 2014).
Not only does customer loyalty is used as a measuring tool of evaluating customers
satisfaction level on a firm or its offering, but most successful companies also use customer
loyalty to boost organizational sales and increase profitability, through their development of a
long lasting and profitable relationship with their customers (Khan, 2012; and Duffy, 2003).
However, for this type of long lasting and profitable relationship to occur, both customers and
firms must meet their responsibilities (ibid).
On the one hand, the customer will be considered loyal only when he retains purchase from
the same firm and also act as ambassador to of the firm by recommending the firms’ product
or services to others (Epstein & Jones, 2002). On the other hand, it is the responsibility of
firms to provide their customers with satisfaction that exceed their expectation, including
unforgettable experiences with their offering (Khan, 2012; and Duffy, 2003).
Customer loyalty can be influenced by many factors depending on the sector or type of
industry being researched. However, Woodcock et al. (2000) and Miles et al. (2004) have
indicated that customer commitment, trust and customer satisfaction are common factors that
affect customer loyalty in the banking sector (see figure 3p. 23).
Companies striving to capture the loyalty of their customers are bond to also enjoy several
benefits for their actions, such as cost savings, unaided awareness, channel migration, referral
and complain rather than defeat (ibid).
H1: There is no significant relationship between loyalty and competitive advantage.

22

2.6.2 Customer interaction
By definition, services imply a more or less important relationship between the provider and
its customers. In fact, in the service industry we talk about a specific customers’ need and so
the concerned service will have to be adapted by the provider regarding the specific situation
of its customer (Abendstern et al., 2014). The main difference with the goods industry is that a
customer can adapt a product himself in order to satisfy his specific need (lead users theory
from von Hippel, 1986).
Over the past decades several researchers have shown the importance of customer interaction
in service innovation (Gadrey et al. 1995; Sundbo and Gallouj, 2000). In fact a service is –
almost – never fully meeting customers’ expectations because each customer has its own
situation and so the context differs from a customer to another one (Sundbo and Gallouj,
2000). By interacting with its customers a service provider can find new ideas and improve
constantly its offer (ibid).
More than customers’ specific needs’ satisfaction, interactions between a service provider and
its customers are also a source of loyalty. In fact a customer feeling heard by a service
provider who takes in account his customer’s ideas and suggestions (customer based
approach) would be more inclined to talk about other needs he could have in the future
(Walsh and Beatty, 2007).

23

H1a: There is no significant relationship between customers’ interaction and satisfaction
when banks are innovating.
2.6.3 Service quality
One major challenge faced by every organization today is the fear of losing customers to
competitors (Porter, 1985). For this reason, every competitive organization must fight to keep
existing customers (pursue customer loyalty), as well as hunt for new customers. As such, for
organization to succeed and grow, it is important to hold on to existing customer as well as
hunt for new customer so they can generate profit through their continued consumption (Lau,
Cheung, Lam & Chu, 2013).
Service quality and customer satisfaction have been indicated as important drivers for
customer loyalty in the banking industry (Chu et al. (2013). In addition, Yang & Peterson
(2004) emphasises the importance of service quality as a competitive tool for differentiating
an organizations’ offering in a mature market.
For service quality to be produced there must be an interaction between some elements of the
organization and the customer, which results to a customer experience (Lehtinen in
Parasuraman et al., 1985). Hence, “Services quality is measured on how well the service
delivery level matches the expectation of the customer. Hence, delivering quality services
means a persistence conformation to customers’ expectation” (Lewis & Booms, in
Parasuraman et al., 1985 P. 42).
In this case, when an organization meets the needs and expectations of the customer, it is
considered as having offered total service quality (Lau et al., 2013; and Parasuraman et al.,
1985). As such, the customer evaluation of service quality becomes their expectation of what
they should offer and the perception of the service performance (ibid).
Meeting expected quality can have a very positive impact on organization, such as attracting
new customer using word-of-mouth (WOM) from existing customer into the organization
(Parasuraman et al., 1985). Gounaris, Stathakopoulos & Athanassopoulos (2003) showed
WOM communication as a significant factor, establishing expectation and influencing
purchasing behaviours.
2.6.4 Dimensions of service quality in the banking sector
In fact, Caruana (2002) shows that separating service quality, customer satisfaction and
customer loyalty in the banking sector is almost an impossible mission because the three
concepts are highly interrelated.
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For instance, when customers are happy with the firms’ product or service, they tend to come
back for more services, and if such happiness (satisfaction) continues, they develop a buy
again relationships with the organization (loyalty), which intends generating more revenue
(Luh et al., 2013). However, such happiness only occurs when there is a good quality from the
services or product offered by the firm to the customers.
Most importantly, understanding the different dimensions and in particular those used by
customers to judge quality and form satisfaction is an important strategy for banks, to achieve
a competitive advantage (Yang & Peterson (2004).
There are diversities of models developed to evaluate and measure the service quality an
organization offers to its customer (Saghier & Nathan, 2013).
One of such models is that of is the SERVQUAL model, developed by Parasuraman et al. to
rigorously measure the quality from the customer point of view, has been widely used within
different companies (ibid).
The SERVQUAL model consists of five dimensions, with each of the dimension related to
how customers feel each time they have an experience with the organization (Van Iwaarden et
al., 2003 in Lau et al., 2013). Dimensions of the SERVQUAL model include empathy,
tangibility, reliability, responsiveness and assurance (Parasuraman et al., 1988 and
Parasuraman et al., 1994).
2.6.5 Reliability
Customer in the banking industry has a high appetite for reliability when it comes to service
quality evaluation, which implies that the manner and approach with which an organization
treats its customer at the point of their needs, shows how reliable the customer will rate the
organization as reliable (Yang et al., 2004). For instance Saghier & Nathan (2013), indicate
that reliability in an organization depends on how it manages its activities such as flexibility
in handling service problems, performing service right the first time, just-in-time service
provision to the customer as promised, and optimizing zero error-free standards.
2.6.6 Responsiveness
This refers to the ability of the employees to be ready and willing to provide the customer
with accurate and on-time information, regarding the services offered by the organization
(Prasuman et al., 1985; and Shaggier & Nathan, 2013). Four factors, often used by customer
to evaluate an organization responsiveness include readiness to response to customer (how
long does it take for an organization to response to a customer), willingness to help customers
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(attention given by employees to customer problems when needed), keeping customer
informed at all times (communication with the customer), and perfect understanding of
customers’ needs (Saghier & Nathan, 2013; and Parasuraman et al., 1994).
2.6.7 Empathy
Organizations that are able to understand and response to their customers’ needs are set to be
empathetic (Saghier & Nathan, 2013). Parasuman et al. (1985) and (1988) established that
empathy is a firm’s ability to show care, by devoting time to give customers individual
attention, in order to understand their needs (learning from the customer, recognizing the
regular customer, having the customer best interest) and convenient operating hours.
2.6.8 Assurance
This is the capacity for employees to inspire confidence and trust to their customer through
their better knowledge (e.g. of the firms, product and better understanding of customer needs)
and being continuously courteous with their behaviour towards the customer (e.g. politeness,
respect, consideration, and friendliness of employees) (Parasuman et al., 1985 and 1988)
2.6.9 Tangibility
This refers to the physical aspect of the service provided by the firm such as: the tangible
aspect of a banking service will include physical facilities, appearance of personnel,
equipment or tools used in providing the banking services, other customers in the services
facilities, physical representation of the banking services, e.g. credit cards, bank statements
(Parasuraman et al., 1985 and 1988).
H1b: Service quality does not exhibit any effect on innovating the customer to
satisfaction.

2.7 Customer satisfaction
Customer satisfaction no doubt is an important strategy for the growth of organizations
(Keisidou et al., 2013). Its high influence on customer loyalty and its massive contributions to
firms’ competitive advantage (aids the gaining and protection of market share via high
quality) is extremely visible (Anderson et al., 1994).
When an organization delivers value that matches or meets the customer perceived value
during a transaction or in a relationship in a way that supersedes what the competitors are
offering, their customer is set to be satisfied (Keisidou et al., 2013). In this case, value refers
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to the quality a customer gets from the organization during their transaction or relationship
experience (ibid).
Overall quality, expectation and price are three factors likely to influence customer
satisfaction from the level of the organization. Customer satisfaction from the level of the
customer is affected by perceived service quality (Anderson et al., 1994).
In the banking industry customer satisfaction is used as a strategy for creating long lasting
relationship between the customer and the banks (Keisidou et al., 2013). Customer loyalty and
satisfaction can influence the market shares of banks, but only loyalty strongly affects it (AlWugayan & Pleshko in Keisidou et al., 2013). Customer satisfaction is an important strategy
for banks to understand, especially when creating innovative services because an iota of
customer satisfaction can result in customer loyalty and customer retentions (Saghier &
Nathan, 2013).
In fact, there are several benefits coming with satisfied customers in the banking industry. On
the one hand, Anderson et al. (1994), Saghier & Nathan (2013) and Keisidou et al. (2013)
listed loyalty, the outcome of high customers satisfaction is reducing price elasticity; reducing
failure cost; preventing on current customers from competitors; lower costs of attracting new
customers; enhancing reputation and lower cost of future transaction.
On the other hand, Anderson et al. (1994) established the link between good service quality,
customer satisfaction, customer retentions and word-of-mouth, customer loyalty, increase
market share and profitability. In addition, Epstein & Jones (2002) supported this by
indicating that increased profitability in firms usually occurs, as casual relationships exist
between customer satisfaction and customer loyalty.
According to Epstein & Jones (2002), the loyalty and satisfaction of customers is widely
influenced by the type of competitive environment surrounding them. Nevertheless Heskett et
al. (1997), who categorized satisfied and dissatisfied customer into five categories (apostles;
hostages; terrorist and mercenaries), also indicate that customer reaction to the competitive
influence is based on their categories. For example:
The apostles of a bank: are customers very satisfied, loyal customers, and will step further to
recommend the offering of that firm to others.
Hostages of a bank: are customers becoming hostages when they are highly dissatisfied with
the services of that bank, but are tied up as a result of few or no alternative to switch to
another bank or are held by high switching cost.
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Mercenaries: are customers satisfied with their banking services, but may be tempted to
switch their banking services to a new bank offering a good deal (e.g. better price).
Terrorists: like the name implies, they are the category of customers that every firm should
watchful off. From satisfied they turn to move away when an opportunity emerges and will
also try to convert others to join them by spreading a negative word-of-mouth to others.
H2: There is no significant relationship between customer satisfaction and competitive
advantage.
H2a: There is no significant relationship between customers’ satisfaction and customers’
loyalty when banks are innovating.
H2b: There is not relationship between customer satisfaction and word-of-mouth.
H3: There is no significant relationship between loyalty and competitive advantage.
H4: There is no relationship between word-of-mouth and effect on competitive
advantage.

2.8 Research model
Fig 4: Research model

Innovating the customer for a competitive advantage in a mature market (Dealing with Darwin).
Source: own model
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The above model explains the important factors required by organizations to successfully
market innovation in a mature and competitive market. In this model, customer intimacy is
vital for an organization to be able to survive the mature market (Moore, 2007). The model
consists of important concepts drawn from the different theories explained in the theoretical
chapter.
According to the own model, service quality, customer interaction and a better choice of
innovation strategy are all required for organizations to create services able to give the
customer an unforgettable experience (customer satisfaction) (Anderson et al., 1994; Saghier
& Nathan, 2013; Parasuraman et al., 1988; Gadrey et al., 1995; and Sundbo & Gallouj, 2000).
Customer loyalty and word-of-mouth are two elements, influenced by customer satisfaction
and both have a tendency of affecting the market shares and competitive advantage (Duffy,
2003; and Khan, 2012).
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3. Methodology
This chapter explains the different ways including, methods, strategy, techniques, which has
been used for obtaining primary and secondary data in order to fulfill the research purpose and
hypothesis.

3.1 Research approach
Since this thesis was based on existing literature, we decided to draw up hypotheses according
to the different theories observed. These hypotheses have been analyzed through data
collection in order to accept or reject it. According to (Bryman and Bell, 2011), a deductive
approach has been adopted.
The other alternative was the inductive approach, consisting in starting with an observation
and to draw conclusions (and possible new theory) thanks to data collection (Bryman and
Bell, 2011). This method didn’t seem relevant for this study as the wealth of information
collected in existing literature allowed us to draw up hypotheses.

3.2 Research method
Regarding the empirical data, its collection can take two different forms: quantitative or
qualitative (Hair, 2011). For each study, the researchers can use one or both form(s) and
consequently the corresponding analysis method (“mono method” or “multiple method”) in
order to give a tangible response to the given problem (Saunders et al., 2007).
First of all for this study a survey has been sent to banks’ customers – through quantitative
questionnaires – in order to get their opinion on the way their bank is innovating, but also to
explore the impact of these opinions on their relationship with their bank.
Then, personal interviews have been conducted with four Swedish banks in order to explore
the way they innovate and to try to explain it. Thus, the current research is qualitative.
This choice of both forms is due to the fact that the information needed was clear: in one
hand, a deep understanding on how banks are innovating; and on the other hand, a clear view
on what customers are thinking about these innovation strategies. As customers are several
millions in Sweden, the choice of quantitative form appeared logical.

3.3 Research design
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Yin (2003) identifies five different research designs: archival analysis, case study, experiment,
history and survey. Guided by the main objectives of the study, the nature of research design
used for this thesis is a combination of the quantitative and qualitative strategies such as:
survey combined with a multiple descriptive case studies.
Though an alternative design for the research would have been to adopt a single research
design, we decided to use a combination of both research approaches because (Bryman and
Bell, 2011) has indicated that this strategy is in fact well adapted for a research aiming to
develop measures, studies aiming to interpret and explain quantitative data, bring out a
relevant phenomenon and research aiming to interpret and explain qualitative data.
This choice is due to the fact that the authors needed to explore both points of view, from the
customers and from the banks. In one hand a study focused on customers would not have been
relevant because no reasons could have been found regarding their opinion. On the other
hand, a study focused on banks would not have been relevant because the impact of their
innovation strategy on customers would have been impossible to outline.
Depending on the main goal of the study, Aaker et al. (2010) identify three different kinds of
researches: causal, descriptive and exploratory. As this study is – above all – focusing on how
Swedish banks are innovating, a descriptive research has been adopted. In fact according to
Malhorta (2007) this solution aims to describe something and, according to Aaker et al.
(2010), show how is a situation at a given time. Thanks to the wealth of information and to a
clear definition of the subject, the descriptive research logically appeared to be the most
relevant one as it allows us to combine empirical data with theoretical framework.

3.4 Data collection
As the purpose of the study is clear, the use of secondary data (already collected and compiled
for other studies) has not appeared the more relevant one. This is why, according to Saunders
et al. (2007), primary data has been chosen. Collecting up-to-date data and with the
specificities of the subject in mind was definitely looking the most logical way in order to get
the best results for this research.
Qualitative and quantitative approaches have both their own ways of collecting primary data,
first depending on the aim of the study but also for example on the time or the budget
researchers have to conduct their study. For a quantitative approach there are three different
possibilities: experiments, observations and surveys. For a qualitative approach, the two main
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solutions are personal interviews and self-administered questionnaires (Bryman and Bell,
2011).
First of all for this study a survey through a quantitative questionnaire (both self-administered
on the Internet and administered by the researchers in face-to-face) has been distributed to
Swedish banks’ customers in order to get their opinion regarding how their bank is
innovating. This solution appeared the more relevant one in order to collect a sufficient
number of responses from a large sample (in terms of concerned bank and bank services, age
and gender…) and so a clear trend. The questionnaire has been designed and pre-tested in
order to make it as understandable as possible in order to face the main disadvantages of this
kind of data collection way (for this purpose, it was the impossible control over participants
interpretation due to self-administration). Another possibility could have been to organize
focus groups, as they allow researchers to get a deep understanding from a determined group
(Bryman and Bell, 2007). But the limited time and moreover the need of representativeness
were not allowing us to apply this solution to a good extent.
Then in order to get bank’s explanations regarding the way they innovate, structured personal
interviews were conducted (by telephone) with the aim of getting a deep understanding of this
purpose through different case studies. Interviews were structured according to the studied
themes in order to get an understanding of the subject as deep as possible.

3.5 Sampling
Regarding the quantitative questionnaire, the sample was composed of all the Swedish bank’s
customers (132 respondents). The questionnaire has been administered and sent to different
persons in terms of age, gender or concerned bank in order to get a good representativeness of
Swedish bank’s customers. For this, the authors mainly focused on universities’ campus and
train stations; and sent the questionnaire as a web survey asking to targeted people to answer
but also to share the questionnaire to their network. 51 answers have been obtained through
the administered way, 71 from the web survey.
Concerning the personal interviews, the fourth main Swedish banks representing 83% market
share (Nordea, Svenska Handelsbanken, SEB and Swedbank) according to European
Commission (2015) have been chosen in order to get a representative point of view about the
situation. In order to find banks’ contacts, two methods were used: researches on LinkedIn
and authors’ own network. The respondents were asked to be part of the marketing team or to
work in a management position and have at least one-year experience in their bank, in order to
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be sure that they would have a minimum of knowledge about innovation. This was asked at
the occasion of the first contact(s). Interviews were conducted by Skype or by telephone.

3.6 Data analysis method
3.6.1 Survey
This section of the paper consists of a statistical analysis of the quantitative data obtained
from the customers in the Swedish banking sector. This was achieved by the aid of a
Statistical Package for Social Science software (SPSS). An alternative method would have
been to use Excel for analyzing the quantitative data. However, Field (2013), has shown that
SPSS is a better tool for analyzing statistical data, due to its ability to handle large and
manage large sums of quantity of data in a better way; better organization of output and easier
and faster reach to basic statistical functions.
Finally, the analytical conclusion drawn on this section is based on the following three
statistical models, including, reliability analysis, which evaluates the internal consistency of
the factors, using Cronbach’s alpha; Chi-square testing, which tests the possibility between
two variables and lastly, factor analysis, which measures the independent factors affecting
customer competitive advantage (ibid).
It would have been possible to use regression analysis instead of factor analysis. However, the
main motivation while the latter (factor analysis) has been selected for this paper is due to its
ability to reduce data and also show factors that have a strong relationship with the dependent
variable (Field, 2013).
3.6.2 Case study
Yin (2003) identifies and describes five different methods in order to analyze case studies:
cross-case synthesis, explanation building, logic models, pattern matching, and time-series
analysis.
For this case study the authors have chosen to follow the cross-case synthesis. According to
Yin (2003) it consists in analyzing each case separately and then to bring together all the
findings. Particularly useful when the number of case studies is – at least – two this method
enables to have a general view of the studied cases, based on an analysis of each of them
(ibid). As the number of cases (interviews) is four, this method appeared to be the most
relevant one in order to get a good understanding of how the banks are innovating and then to
compare this with customers’ opinions. The choice of cross-case synthesis is above all due to

33

the fact that the authors needed to draw a kind of innovative pattern from these banks. By
exploring each bank’s statements over their innovation strategy and then by comparing all of
them, such an innovative pattern has been drawn in a relevant way.

3.7 Operationalization
This section explains the extent at which the content of our data collection (i.e. quantitative
questionnaire and personal interviews) is relevant regarding the studied hypotheses.
3.7.1 Quantitative questionnaire
Questions

Concerned theory

Q4: Do you trust online banks (exclusively offering online services)?

Innovation

Q5: Do you use online and/or mobile banking?

Innovation

Q7: To what extent do you agree or disagree with these statements?
- My bank uses my ignorance as an advantage to make money

Trust

- I only stay in my bank because it is difficult to change to a new bank

Loyalty

- If I had the means, I would like to change for a new bank

Loyalty

- I do not feel happy with my bank

Satisfaction

- I would recommend my bank to my friends and family

WOM

- I would like my bank to always find out if I am happy with a service
before they ask me to start using it

Innovation

Q8: How satisfied are you with your bank?

Satisfaction

Q9: What is your thought about human relationship with banking
employees?

Interaction

Q10: To what extent do you agree or disagree with these statements?
- I feel comfortable when I visit my bank or use its assets
- I feel I am part of my bank

Satisfaction
Trust, interaction

- I feel welcome by bank’s employees, in face-to-face, by telephone or
online
- I have easy access to information from my bank
- My bank always helps me to solve my problems on time
- My bank offers the quality of services I expect
- The employees I meet online, by telephone or directly are always
willing to help me
Other questions are about respondents’ profile.
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Interaction,
satisfaction
Service quality
Satisfaction
Service quality
Interaction, service
quality

3.7.2 Structured interviews
Innovation
Our first questions are about innovation, which is the main subject of this thesis. According to
Akinci et al. (2004), the banking sector has experienced several technological innovations
within the past decades, which has enhanced the way banking services have been offered.
Our first two questions (What do you think of innovation in the banking sector and what role
does innovation play regarding competitive advantage in your bank? Are there any recent
innovations in your bank and if so, what contributions have they added to your business?) aim
to understand our interviewee’s point of view over innovation in the banking industry and its
possible contributions for a bank, then more particularly over the concerned bank.
The third and last question of this introductive part (Could you try to give us an imagination
of what a bank with zero innovation would be in today’s competitive environment?) aims to
explore what innovation has implied for banks over these past decades.
Innovation strategy and customer interaction
This subsection was placed under the theme “Dealing with Darwin”. According to Anderson
et al. (1994); Saghier & Nathan (2013); Parasuraman et al. (1988); Gadrey et al. (1995);
Sundbo & Gallouj (2000), customer interaction and a better choice of innovation strategy are
all required by organization to create services that can give the customer an unforgettable
experience.
The following questions have been asked in order to explore the possible link(s) between
innovation strategy and the repercussions on customers’ interactions, but also to understand
the motivations of such a strategy:
 How closed or committed do you think a bank should get the customer during an
innovative pattern?
 What was the main goal for your recent innovation(s): was it to make things flexible
for the bank (example: save time and money) or was it to meet the needs and
satisfaction of customers?
 Based on the theories we have already studied, I understand that there are different
innovative strategies. Could you please tell us about innovative strategies that you are
currently or have been involving with, within the past years?
 What have been the results of this innovative strategy, and how is it influencing your
competitive strength?
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 From your opinion, what does interacting with their customer mean for banks? Are
you doing this? What impact does it have in your business?
Customer trust and customer satisfaction
Woodcock et al. (2000) and Miles et al. (2004) have indicated that customer commitment,
trust and customer satisfaction are common factors that affect customer loyalty in the banking
sector. In fact a good relationship based on trust is fundamental for customer satisfaction, as
he entrusts his money to its bank.
In order to explore this link between trust and satisfaction and banks practices regarding this
aspect, the following questions have been asked. The first four questions concern the
customer satisfaction (the idea was to see if service quality is the only component of customer
satisfaction and if trust was naturally cited) and the two last ones are about trust:
 How important is service quality on customers’ satisfaction?
 How does your bank ensure that a customer is satisfied? Have you ever got feedback
from a dissatisfied customer and how?
 Could you please let us know how satisfied customers can contribute to your bank?
 Do you agree that high service quality can generate an amazing customer satisfaction?
 Do you think that there is any link between service quality, trust and customers’
satisfaction?
 Please, share with us, how distrust can affect the customers in a bank?
Customer loyalty and word-of-mouth (WOM)
This last subsection is about exploring the link between loyalty and WOM into the
interviewed banks. According to Duffy (2003) and Khan (2012), customer loyalty and WOM
are both influenced by customer satisfaction and both have a tendency to affect the market
shares and competitive advantage.
The two following questions were asked, firstly in order to see if WOM was naturally cited
while talking about loyal customers’ impact in an organization, secondly to measure if the
interviewed bank was counting on WOM for its business:
 To what extent loyal customers have an impact in an organization and what impact can
they have in your competitive advantage?
 Please can you tell us the possible effect(s) of a customer word-of-mouth and if/how
they give you an advantage over competitors.
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3.8 Research quality
3.8.1 Validity
According to Bryman and Bell (2011) validity consists in showing that the measuring tools
are relevant regarding the study’s field and finality.
First of all in order to get customers’ feedbacks regarding their banking services the choice of
a survey through quantitative questionnaires has been conducted because of the need of a
large amount of respondents, as the number of customers is huge in Sweden. Thanks to
understandable questions based on theory and on a pre-test with 15 persons, the questionnaire
has been simplified to some extent, keeping its relevancy at the same time (see appendix 1,
p.72). The other possibility we thought of was focus groups but the need of a good number of
responses was not allowing us to choose this solution (due to time constraints). The only issue
with using both administered and self-administered surveys was the possible variations in
replies. In fact, an interviewee in front of his computer will be more willing to tell exactly the
truth, as there is no possible indirect pressure from the interviewer. As the percentage of
replies coming from self-administered and administered (54% and 46%) was closed to 50%,
the validity of the survey as a whole has been considered as granted.
Then regarding banks’ interviews an interview guide has been built in order to be sure to get
all the needed data (see appendix 2, p.75). This step has been conducted respecting theoretical
points from this thesis, and has been pre-tested with a former manager in business
development from another industry (this person had however strong knowledge on
innovation). At the end of each interview, a quick review was done with the interviewed
person on the possible statements that were not looking very clear. At the end of each answer,
the interviewer was summarizing in 1 sentence what had been said in order to check if he
understood well the answer.
3.8.2 Reliability
The reliability of this thesis has been mostly ensured by two factors: the combination of
survey and case studies, and the relevance of the sampling.
Combination of survey and case studies
Regarding our purpose, which is based on innovation and customers in the banking industry,
the need of information from both parts was needed. Instead of collecting secondary data from
customers and primary data from banks, it has been decided to get primary data from both
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parts (it was however a bit risky due to the limited time). This solution has allowed us to have
a strong, clear and up-to-date understanding of the current situation of the market.
Relevance of the sampling
Due to the big number of banks in Sweden, and to the huge number of banks’ customers the
sampling needed to be very clear in order to have a good representativeness. As we couldn’t
wait to have all the survey’s answers in order to know from what is their bank, the choice of
interviewed banks has been based on the Swedish market. Regarding whom we were going to
interview in these banks, we targeted managing position in marketing or business and checked
with the selected persons (at the occasion of the first contact) that they had enough knowledge
about innovation in their bank.
To finish with the sampling for quantitative questionnaires we targeted different places
(universities, stations) in order to get a satisfying diversity of respondents profile, and also
sent the questionnaires in the Internet with the same target.
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4. Empirical findings
4.1 Svenska Handelsbanken AB
Founded in 1871 and headquartered in Stockholm, Handelsbanken has received the first prize
for best service among banks in Sweden these 4 last years (since 2012). Operating in Sweden,
Denmark, Finland, Norway, United Kingdom and Netherlands, the group provides several
banking services such as corporate transactions, investment banking and trading, consumer
banking and life insurance (Handelsbanken.se, 2015).
Our interviewed person is a marketing manager since more than 1 year. All the following
statements have been obtained by a telephone interview.
4.1.1 Innovation
Our interviewee is clear about the need of innovation: the growth of market’s attractiveness
results in a growing need of innovation. Competition is everywhere (in Sweden and from
abroad). In addition to that, customers’ behaviours are constantly changing as a result of
digitalization. This implies to respond reactively using, notably, innovation.
Handelsbanken’s main recent innovations are online banking, mobile apps, tablet apps, online
meetings, and technological platforms.
4.1.2 Innovation strategy and customer interaction
When it comes to customer interaction, our interviewed person explains that Handelsbanken’s
customers want an available bank with which it is easy to deal. They want to be understood by
the bankers. The group believes in decentralization as a banking strategy. Meeting customers
in person is very necessary, representing a real key to success. As such, availability and longterm customer relationship are fundamental.
Handelsbanken’s goal has been to add value to their customers and get closer to them, adds
our contact. At the same time, they increased profitability and offered a better return on
investment to their investors. This has been achieved by getting more satisfied customers than
competitors through a quality sometimes surpassing customers’ expectations thanks to a “step
further vision”.
Handelsbanken’s innovation strategy is mainly based on customer experience innovation,
product line extension and marketing distribution channels innovations.
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Adding to that, our interviewed person explains that the bank also works very hard in order to
build strong relationships with their customers. For this, all the decisions regarding the
business are taking in account customers’ opinions as much as possible.
4.1.3 Customer trust and customer satisfaction
Regarding customer satisfaction, Handelsbanken is focused on the provided services’ quality,
which is the heart of their business (according to our respondent). For this, they work very
hard on availability, notably thanks to their program “Handelsbanken Direkt Personal
Service” (telephone service where customers can get advices and answers from bankers 24
hours a day, 365 days a year). This wish of availability is also applied to other meeting places,
improving online contacts and welcoming conditions in agencies in order to always allow the
customers to get a quick and clear answer to their need.
When customers meet Handelsbanken, the aim is first to show to the customer that its demand
concerns the bank, but also that the services they pay for are carried seriously and efficiently.
For our contact, there is a strong link between quality, trust and customer satisfaction. For
example, by giving personal advices, a trusting and long-term relationship can be built with
every customer. It is the customer’s need that is important for his satisfaction. On the other
hand, distrust can simply send away the customers.
4.1.4 Customer loyalty and word-of-mouth (WOM)
Once again our interviewee is clear: loyal customers are the basis for a company to survive in
the middle-term vision. They give a certain legitimacy of the business for the partners, but
also validate the different actions set up in order to offer high quality services satisfying the
customer.
Word-of-mouth is full of meaning for Handelsbanken because this is the main goal of all their
strategy. According to our interviewed person, “There is nothing better than this in terms of
marketing and this is clearly part of our strategy”.

4.2 Nordea Bank
Founded in 2000, third biggest bank in Europe, Nordea Bank is headquartered in Stockholm
and mainly operates in Denmark, Finland, Norway, Sweden, Estonia, Latvia, Lithuania and
Russia (Nordea.com, 2015). Its main activities are based on financial and insurance services
for individuals, companies and other institutions.
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Our interviewed person is an administrative manager at Nordea Bank. All the following
statements have been obtained by telephone interview.
4.2.1 Innovation
According to our interviewee, innovation is the main strategy used by Nordea. They support
and generally sponsor a joint innovative program together with International Business
Machine (IBM), known as the “Nordea Innovation Challenge”. It consists in a challenge
between universities teams, individuals and start-ups where the participants propose their new
vision of a digital bank through innovation.
Nordea’s recent innovation has been the consumer banking Mobile App and Analytical
insight of future consumers’ services (created during Nordea’s innovation program). In
addition, they have innovations such as mobile banking (most frequently used banking
solutions for daily banking transactions) but also for example online meetings places with
customers, which are, according to our contact, particularly used.
Without any innovation our interviewee, would see Nordea as a bank with few customers,
perhaps mostly the older customers but no private customers, a Nordea bank that would not
survive.
4.2.2 Innovation strategy and customer interaction
One reason for Nordea’s strong financial performance is as a result of their ability to develop
their relationship strategy with the customer. Our contact really insisted on this point, as it is
constantly developed year after year.
The main goal of Nordea’s recent innovations has been to give to customers’ experience an
ease to deal with their own convenience. The aim is to offer a qualitative and personalized
service that customers can use anywhere at any time. Nordea intended to make its platforms
simplified in order to respond to this customers’ care.
Regarding their innovation strategy, our interviewee describes it as follow: the introduction of
a new business model (three value chain), linked to technology development.
They also ensured to develop a distinct value proposition for each market segment. This year,
they are engaged in pursuing a multichannel distribution aiming to increase customers’
satisfaction while minimizing cost of services. The focus is still a relationship banking in
order to build the bank with the customers.
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To make in more understandable, our interviewed person adds that their strategy can be
resumed like this: knowing the customer, advising the customer, serving the customer and
committing the customer in the organizations affair. For Nordea this strategy has proven and
given success and will be developed.
4.2.3 Customer trust and customer satisfaction
According to our interviewed person, service quality is the only reason for a customer to be
satisfied. Nordea’s goal is to ensure that their customers will have the best experience while
using its services.
To ensure total customer satisfaction, the bank thinks and acts with the customers in mind.
For this, they make sure that they understand individual customers’ needs and exceed
expectation. In addition to a strong relationship with customers, the whole gives to Nordea the
ability to develop a better quality.
Our interviewee adds and insists on the fact that Nordea’s customers stick to their bank and
contribute to new ideas, help to understand new needs and increase profitability, strengthening
Nordea’s market position.
Differentiation, segmentation and value proposition, services for customers’ wallet and a fair
pricing are the necessary tools Nordea uses in making all its customer relationships profitable,
without forgetting better quality and high customers’ satisfaction.
“The reality is that trust is one of the most vital elements of success for banks. Your
customers must first trust that you can guarantee their savings before they can commit
themselves with you”.
4.2.4 Customer loyalty and word-of-mouth (WOM)
For our contact, loyal customers are clearly what every organization is fighting to have. There
is not any single organization that does not work hard to keep its customer on a long-term
relationship. Loyal customers generate more profit in the organization with less effort spend
on them.
Word-of-mouth is simply a result of exceeding expected needs. When a customer is very
happy as a result of anything, the only thing he wants to do is to share it.

4.3 Skandinaviska Enskilda Banken (SEB)
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Headquartered in Stockholm and created in 1972, SEB is an international financial group
present in Sweden, Denmark, Norway, Finland, Germany, Estonia, Latvia, and Lithuania. Its
main activities are based on banking services for institutions and individuals, but the group
also carries life insurance services and owns Eurocard (a credit card service, competitor of
American Express). According to (SEB in Sweden | SEB, 2015), the group is “the undisputed
leader in private banking” in Sweden.
The interviewed person is a marketing manager at SEB since more than 1 year. All the
following statements have been obtained by Skype interview.
4.3.1 Innovation
Our contact describes the banking sector as a mature market with many actors. SEB is clearly
one of them and implements innovations in order to stay competitive by improving
customers’ experience and so to keep them loyal. Almost all the innovations are today directly
linked to technological developments.
The last innovation at SEB is a mobile payment service for their customers who subscribed to
mobile banking. It basically consists in a smartphone app thanks to which they can pay in the
stores equipped of the needed payment terminal. More than a new mean of payment, for SEB
the idea is also to show to their customers that their bank is also challenging today’s trends.
For our contact person a bank with zero innovation won’t exist nowadays. In fact more than
80% of SEB’s customers are regularly using mobile and/or online services (this also
demonstrates that it really improves customers’ experience).
4.3.2 Innovation strategy and customer interaction
The respondent points out that a part of SEB’s innovations in Sweden have already been
tested and implemented in Estonia. But it doesn’t prevent SEB to work closely with its
customers in order to improve new services.
Regarding their last innovation (mobile payment service) the main goal was to meet their
customers’ need and to stay in line with today’s trends.
Over the past years, SEB’s group innovation strategy has been focused on keeping an active
watch on mobile banking development in order to respond as quickly as possible to the new
possibilities offered by such a technology. Our interviewee explains that, as for many
companies working in business to customer (B to C), the very quick development of
smartphones, 3G and now 4G represent more than a simple opportunity for them but a major
challenge to deal with.
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The results of this strategy have been a competitive advantage to some extent. In fact a
competitive advantage is – above all – linked to a certain quality of service and innovation is
just a part of this quality.
SEB has an intern policy, and their staff has some instructions in order to welcome the
customers as good as they can but also to deal with their demands/complaints as efficiently as
possible. This mainly happens into the agencies, by telephone with the customers’ service and
during meetings between a customer and his personal advisor. It is a part of the service quality
SEB aims to provide in order to keep its customers satisfied and so loyal.
4.3.3 Customer trust and customer satisfaction
According to our interviewed person, service quality is fundamental on customer’s
satisfaction as the two terms are directly linked.
SEB receives – more or less regularly – customers’ complaints, as they are part of a company
working in B to C’s life. The bank has several possibilities for its customers to give their
feedback: online forms, customer service (by telephone) but also possible feedbacks directly
coming from meetings between advisors and customers. All kinds of feedbacks are very
important for SEB as they can possibly identify new problems.
For our interviewed person a satisfied customer is a loyal customer and high service quality
can generate an important customer satisfaction.
Customer’s trust over his bank is also directly linked to service quality, as it means correctly
responding to the needs of the customers. A customer needs to be sure that the service he is
paying for will be seriously provided and that it will meets its needs. Our contact adds that, as
a banking services provider, SEB needs to keep in mind that customers are spending money
for these services. If a customer doesn’t trust the provider of the service he pays for, nothing
prevents him to spend his money in a bank looking more serious for him. SEB doesn’t ask its
customers to stay but show them that they can stay with SEB because the provided service is
the one they need. In other words, SEB wants to stay attractive even after 10, 15 or 50 years.
4.3.4 Customer loyalty and word-of-mouth (WOM)
A customer becomes profitable after a certain number of years of loyalty, due to the expenses
to attract him/her. As a loyal customer is – 99% of the time – a satisfied customer, more a
bank has loyal customers and more it legitimizes its business (which is very important for
prospects and other partners).
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For our interviewee there is nothing better than a customer recommending his bank to his
family/friends/colleagues! A popular bank will have a very important advantage over its
competitors.

4.4 Swedbank AB
Created in 1997 and headquartered in Stockholm, Swedbank (formerly known as Förenings
Sparbanken) is also present in Estonia, Lithuania, Latvia and Ukraine. The group offers
financial services to individuals, companies and other institutions.
The interviewed person is a marketing manager at Swedbank since more than 3 years. All the
following statements have been obtained by Skype interview.
4.4.1 Innovation
The interviewee explains that global barriers have been removed, making it easier for new
players to enter the market. This encourages changes in customers’ demands, very linked to
digitalization, and more cost effective ways of distributing banking services are pushing the
need for Swedbank to be innovative.
Swedbank’s focus in 2015 is to improve customer value thanks to a simplification of offers
(working on accessibility and ease to use). More specifically, our contact explains that
Swedbank will work on digital self-service options (for example, a digital mortgage offering).
For him, banks without innovation are liable to face a disastrous future as a result of heavy
competition.
4.4.2 Innovation strategy and customer interaction
According to our contact, customers’ commitment is very important for Swedbank. The
innovations linked to digitalization are not exclusively coming from the bank but also from
customers’ expectations. These new features have been developed with customers in order to
be sure that these expectations would be met.
The main goal with these innovations was to increase customers’ value in order to boost
satisfaction, trust and get a more positive brand image. Our interviewee explains that the
services in the banking industry have become so standardized, as such, it is important for
Swedbank to think about personalized services.
Innovation has boosted Swedbank’s competitive strength. The bank is getting closer to its
customers, which improves customer value.
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Our respondent describes Swedbank’s priority as customers’ integration to their system and to
make the access to their services easier. It is part of their 2015’s growth strategy.
Today, Swedbank’s customers have access to an innovative system enabling them to drop
their opinion and suggestions about services and channels. In addition to this system,
customers can now reach the bank using reduced number of contact options.
4.4.3 Customer trust and customer satisfaction
Over the past years our contact explains that Swedbank had to face some dissatisfaction from
their customers, as a result of a survey. This survey helped the bank to improve its service
quality, committing more the customers than before.
For Swedbank good service quality is synonym of trust relationship, which leads to
customers’ satisfaction. Our respondent describes trust as the most important thing in the
banking industry and that is why Swedbank is trying to build a bank based on trust. The goal
is clear: improve customers’ satisfaction this year 2015.
According to our interviewee, a customer trusting his bank and satisfied is a loyal customer,
and strong customers’ relationships requires closed dialogue and services tailored to their
needs. Distrust would mean that customers don’t understand why they pay so much for a so
low service quality.
4.4.4 Customer loyalty and word-of-mouth (WOM)
According to our contact, loyal customers contribute to the business profitability. Introducing
new offerings to loyal customers is less expensive. They also represent a brain of innovative
ideas.
WOM is simply the best, which every company wants to have over competitors. Customers
are almost doing the bidding!
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5. Analysis
5.1 Survey analysis
This section of the paper consists of a statistical analysis of the quantitative data obtained
from the customers in the Swedish banking sector. This was achieved by the aid of a
Statistical Package for Social Science software (SPSS).
Finally, the analytical conclusion drawn on this section is based on the following three
statistical models, including, reliability analysis, which evaluates the internal consistency of
the factors, using Cronbach’s alpha; Chi-square testing, which tests the possibility between
two variables and lastly, factor analysis, which measures the independent factors affecting
customer competitive advantage.
Table 1: Demographic Characteristics of the sample (n: 132)
Frequency (f)

Valid Per (%)

15 > 25 years old

58

43.9

26 > 45 years old

32

24.2

46 > 70 years old

26

19.7

< 71 years old

16

12.1

Missing

2

1.5

Male

62

47.0

Female

70

53.0

Missing

2

1.5

Single

61

46.2

Married

39

29.5

Cohabiting

32

24.2

Missing

2

1.5

Employed

31

23.7

Student

36

27.5

Unemployed

6

4.5

Retired

28

21.4

Student/ Employed

30

22.5

Missing

3

2.2

30

22.7

Demographic variables
Age of respondents

Gender

Marital Status

Profession Status

Name of customer bank
Nordea

47

SEB

16

12.1

ICA Banken

13

9.8

Swedbank

40

30.3

Handelsbanken

17

12.9

Forex

16

12.1

Missing

2

1.5

Bank account

1

.8

Account, loan, payment card

7

5.3

Saving, account, Card & loan

28

21.2

Saving account, investment, insurance

25

18.9

Mortgages, Bank account, Payment card

71

53.8

Missing

0

0

Customers banking services

5.1.1 Reliability analysis
Reliability enables the researchers to evaluate the degree of consistency between the variables
that are measured (Chu & Murrumann, 2006). The degree of reliability test in this case is
analyzed using Cronbach’s alpha, which is the widely accepted measure scale reliability and
has a generally approved limit of 0.7. In this case the Cronbach’s alpha is .604.
Reliability Test
Conceptual factors

N umber of items

Cronba ch’s Alpha

Innovation strategy

4

0

Loyalty

3

0,

576

,672

Word-of- mouth

2

0

,683

Customers Interaction

3

0

,606

5.1.2 Hypothesis testing
Hypothesis testing is conducted in this paper in order to understand the factors that affect
competitive advantage in the Swedish banking industry (see appendix 3, 4, 5 and 6 from p. 77
to p.84).
H1a: Service quality does not exhibit any effect on innovating the customer to
satisfaction.
A Chi-square test was performed to examine the relation between service quality and
innovating the customer to satisfaction. The relationship between the variables was found to
be significant, X2(90, N= 132) = 261.49, P< 0,000. As such, the null hypothesis (Ho) has been
rejected.
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According to this empirical result, it is quite visible that the quality of services provided by
banks to customers has a massive effect on the way the customers rates the innovations. This
evidence has been supported by Lewis & Booms, in Parasuraman et al., (1985 P. 42), when
then emphasise that customers are only happy with an innovation or new services, if they the
quality meets or exceed what they have expected from the firms.

H1b: There is no significant relationship between customers’ interaction and satisfaction
when banks are innovating.
A Chi-square test was performed to examine the relation between customer interaction and
satisfaction. The relationship between the variables was found to be significant, X2(68, N=
132) = 198.21, P< 0,000. As such, the null hypothesis (Ho) has been rejected.
A null hypothesis as indicated on the above result signifies that there is a significant
relationship between the way banks interact with their customers and the level of satisfaction
that the customer will have.
The authors identified two main reasons from the surveys. The first reason for this is because
banks have a grater understanding of the important needs of the customer during interaction,
which enables them to know what to give to the customers. This very similar Sundbo and
Gallouj, (2000) view of considering customer interaction as a tool for generating new ideas to
improve and continually innovate for the customers.

H2: There is no significant relationship between customer satisfaction and competitive
advantage.
A Chi-square test was performed to examine the relation between customer satisfaction and
competitive advantage. The relationship between the variables was found to be statistically
significant, X2(51, N= 132) = 188.45, P< 0,000. As such, the null hypothesis (Ho) has been
rejected.
According to the empirical result, it is visible that customers’ satisfaction has an impact on
competitive advantage. As indicated in the result of the survey’s, customer who are satisfied
are willing to stay with their banks and also recommend their banks to their friends and
families. Evidence of customers satisfaction has an impact in competitive advantage has been
supported by (Saghier & Nathan, 2013), when they established that customer satisfaction can
result to loyalty and customer retention, which implies competitive advantage.
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H2a: There is no significant relationship between customers’ satisfaction and customers’
loyalty when banks are innovating.
A Chi-square test was performed to examine the relation between customer satisfaction and
loyalty. The relationship between the variables was found to be statistically significant, X2(36,
N= 132) = 134.75, P< 0,000. As such, the null hypothesis (Ho) has been rejected.
In the theoretical chapter, Duffy, (2003) and Khan, (2012), showed that customer satisfaction
with a firms services has an influences their decision to stay loyal to that firm. Rejecting a null
hypothesis in the above assumption, confirms this theory by indicating that there is a
significant relationship between customers satisfaction and customer loyalty.

H2b: There is not any relationship between customer satisfaction and word-of-mouth.
A Chi-square test was performed to examine the relation between customer satisfaction and
WOM. The relationship between the variables was found to be statistically significant, X2(30,
N= 132) = 103.98, P< 0,000. As such, the null hypothesis (Ho) has been rejected.
According to the empirical result, failing to accept the null hypothesis shows that there is
significant relationship between customer satisfaction and word-of-mouth. This can be
compared to the claims of Gadrey et al., (1995); and Sundbo & Gallouj, (2000), sees customer
satisfaction as an antecedent of word-of-mouth.

H3a: There is no significant relationship between loyalty and competitive advantage.
A Chi-square test was performed to examine the relation between loyalty and competitive
advantage. The relationship between the variables was found to be statistically significant,
X2(68, N= 132) = 161.690, P< 0,000. As such, the null hypothesis (Ho) has been rejected. The
rejection of the null hypothesis implies that there is a significant relationship between loyalty
and competitive advantage. This can be compared to the views of Keisidou et al., (2013), who
explained that customer loyalty plays a significant role in obtaining competitive advantage.

H4b: There is no relationship between word-of-mouth and effect on competitive
advantage.
A Chi-square test was performed to examine the relation between WOM and competitive
advantage. The relationship between the variables was found to be statistically significant,
X2(85, N= 132) = 487.10, P< 0,000. As such, the null hypothesis (Ho) has been rejected. The
rejection of null hypothesis indicates a significant relationship between word-of-mouth and
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competitive advantage, which also confirms the theoretical perspective of (Gounaris,
Stathakopoulos & Athanassopoulos (2003) highlighting that that word-of-mouth enables firms
to establish a competitive advantage, since customers becomes ambassadors of the firms to
others.
5.1.3 Factor Analysis
Six variables were factor analyzed using principal component analysis with Orthogonal
(Variamix) rotation in order to see which variables are the most influential in enabling
Swedish banks to gain an economic return on their innovations. The result of the analysis
yielded two factors; explain a total of 77.394% for the entire set of variables that were
analysis. Factor one, which explains a variance of 45.144 % is named “Innovating the
customer to satisfaction” due to the high loadings on the following:

service quality;

customers’ interaction; customers’ satisfaction; and innovation strategy. The second factor
explains a variance of 32.250% and is labeled competitive advantage reason been the high
loadings associated with variables including word-of-mouth and customers’ loyalty.
There is an overall high value for the communalities of the variables with variables such as
loyalty; word-of-mouth, service quality, and customers’ satisfaction accounting for higher
variables of 96.9; 97.1; 89.7 and 82.8 % respectively. This indicates that there is a strong
relation between the variables that were selected for this analysis. In addition to this the KMO
and Bartlett’s Test of Sphericity indicated an associated probability 0.000, <0.05. Thus, this
further indicates the strength of the relationship between the variables that are factor analyzed.
As such, the result of the factor analysis has substantially identified two factors, including,
innovating the customer to satisfaction and competitive advantage, which greatly influence
the ability of firms to get an economic return on their innovations.
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5.2 Cross-case analysis
5.2.1 Innovation
The responses from the four cases stress the importance and necessity of innovation within the
Swedish banking sector. The importance of innovation within Swedish banks can be
attributed to three main reasons.1) Competitive tool, (2) responding changes in the market
environment and (3) as a growth strategies.
Competitive strategy
The Swedish banking sector considers innovation as a main tool for protecting their customer
from both domestic and foreign competitors. With the commoditization of services in this
sector, banks uses to differentiate their services from those of competitors, thus protecting
their customer lured away by better services. In this case, the banking industry sees innovation
as a rigorous strategy for gaining competitive advantage. What is most interesting is similar to
Moore (2008); Adam (2003); Lundqvist & Yakhfef (2004) and Schumpeter (1939) thoughts,
when they highlight innovation as a strategic key for firms to survive a market environment
surrounded by aggressive competition.
Market environmental changes
Innovation is a measure tool for responding to changing customers’ needs, brought about by
the environmental factors, including the current digitalize economy, which has created a new
need for customers of most Swedish banks (for example, most customer demands for flexible
consumption, such as mobile consumption). This can be related to Porter (2005) and Moore
(2008) consideration of innovation as a means of improving technology and also develop new
business model that creates better value for the customer.
Growth strategy
To crown it all, innovation foster growth in the Swedish banking sector. Banks in Sweden
highly consider innovation as a means of optimizing customer value and also establishing a
strong brand within the competitive market. For example, the Nordea innovation challenge
program, design to bring talents together, that will develop apps in order meet banking for the
future. This can be compared to the theories of Foss et al. (2010) and Ramakrishna (2012),
establishing that innovation the power of firms to grow and sustain a competitive advantage
lies on consistence innovation.
5.2.2 Dealing with Darwin
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Innovation in the customer intimacy Zone
The empirical data shows that innovation in the banking industry is designed to please
customers who quickly change their consumption taste as a result of digitalization. The banks
consider that every other purpose for innovation should be secondary to the main goal, which
is simply to create better value in order to make the customers happy. In this way, it is highly
acknowledge by respondents that customer are the most important in the banking industry and
by working to make them happy, will enable a closer relationship and profitable relationship
between the banks and the customers.
In this case, three important things can be drawn from these banks. The first reason why banks
in Sweden innovate with customers in mind is to be able to create better value for the
customer, by using their needs to create value for prospective customers. This is equivalent to
how Yim et al. (2008) when they established firms should innovate to please the customers,
rather than just developing products that will meet their by cutting cost.
The second why innovation in the banking industry is done with the customers at the heart of
the bank is to develop strong relationship with the customers. This can be related to the
perceptions of Brock and Zhou (2012), when they explained that when firms gets intimate
with the customers, it helps them to straighten relational ties with its customers, and most
importantly develops a mutual understanding between both parties, which is vital for long
term profitability.
Finally the third reason for banks to put customer first during each innovation is to make them
loyal. These supports Moore’s (2008) theoretically explanations, when he posited that it is
important for companies in a mature market; for example, the Swedish banking market, to
choose an innovative strategy from the customer intimacy zone since the target of that
innovation is to sustain customers’ relationship and loyalty.
Innovation strategies
The empirical findings illustrate verities of innovation strategy utilized by Swedish banks to
create better value for the customers. Firstly, the result indicates a major similarity of
innovation strategies amongst the cases studied. For example, one common innovation among
the Swedish banking industry includes, digitalized innovations used by banks to create better
value for customer and also improve their services.
In all due fairness, this kind of innovative strategy can be compared to Moor (2008) and
Armstrong & Kotler (2009)’s perceptions of line extension innovation strategy, which
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emphasise it as an innovative strategy used by companies to make modifications to their
existing products (extending brand names to new product forms) in order to attract new
customer, or create new value for existing customers, thereby increasing market shares.
The second interesting situation that surfaced within three of the banks (Nordea, Swedbank
and SEB) is that some important customers are receiving personalized services. For instance
one of respondent indicated that “banking services are any longer been presented as
standardized services that customers can only personalize with their banker, but as services
infinitely customizable”, banks in Sweden tries to upgrade their customer into premium
customers, by offering special services (insurance, investment advice and other important
advices), with intentions of turning them to loyal customer as well as making them pay a
premium price.
Interestingly, this supports the theoretical views of Armstrong & Kotler (2009) and Moore
(2008) on enhancement innovation, as a better innovative strategy, which firms can use to
make themselves unique from the competitors offering, thereby enabling them to challenge
for market shares as well as getting a premium price for their add on services.
Another innovation that has been identified from the findings is the improvement and creation
of new channels of distributing banking services (mobile apps, online banking, telephone
banking) with the industry. For example, only one of the respondent banks indicated the
intention of creating more physical branches for customers to visit, which indicates that most
of the banks have upgraded to new ways and methods to market to the customers.
This can be directly linked to the marketing innovation strategy elaborated by Moore (2007);
Zineldin (1995) and Armstrong & Kotler (2009), which indicates that firms can at times use
existing offering with improved marketing mix to capture the customers’ loyalty and attention
in new ways.
Furthermore, most respondents showed that customer focus innovation is vital for success in
the Swedish banking sector. Based on the findings obtained from the four banks, it was
indicated that most customer are buying beyond the ordinary improved services of banks.
They are rather buying what those improved services will do for their own businesses.
Therefore, understanding new ways to solve customer problems, in order to give them
satisfaction and unforgettable experiences is a key issue within the Swedish banking sector.
This supports previous findings of Zomerdijk (2007), Moore (2007) and Armstrong & Kotler
(2009) on customer experiential innovation, which considers experience as a significant tool
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for competitive advantage, because customers with unforgettable experiences, have a high
tendency not only to repurchase, but to also share their experiences with others.
5.2.3 Customer satisfaction in the Swedish banking sector
When it comes to customer satisfaction findings indicates how serious this concept is to the
Swedish banking industry. In fact, our respondent emphasis that customer satisfaction plays a
vital role in the growth and prosperity of the every bank. The findings from this indicates that
customers satisfaction in the four top banks (SEB, Nordea, Swedbank and ,Handelsbanken) in
the Swedish banking industry is catalyzed by the banks’ ability to meet the customer latent
needs, provide exceeding quality to the customer and develop a trustworthy long-lasting
relationship in the angle of fair price. However, the way customer satisfaction is been viewed
by the respondents of this research is not new as this only supports Anderson et al. (1994);
Keisidou et al. (2013) and Saghier & Nathan (2013) as an important growth strategy for an
organization and also a significant tool for loyalty and retention, which leads to competitive
advantage.
The interviewees highlighted many benefits that comes when the customers of a bank is
satisfied. Benefits including, loyalty, retention, ambassadors and cost savings and innovative
ideas are all included in the list of fruits yielded by the result of customer satisfaction in the
Swedish banking sector. For example, this is more evident in the customer survey conducted
in this search, which indicates a high customer satisfaction and loyalty within (Swedbank,
Nordea, Handelsbanken and SEB), comparing to the order smaller banks. This can be
reflected to the theories established by Saghier & Nathan (2013) and Keisidou et al. (2013),
when they enlisted several benefits of customers’ satisfaction to organization “reduced price
elasticity; reduce failure cost; prevention of current customers from competitors; lower costs
of attracting new customers; enhance reputation and lower cost of future transaction”.
In addition to this, the findings, customer satisfaction in Swedish banking industry is triggered
by quality of serviced offered by banks to their customer at a price, not exceeding what
competitors will offer for similar services and the trust guaranteed by the banks to their
customers.
Service quality in the Swedish banking sector
The Swedish banking industry attributes high importance to the service quality. As a matter of
fact, the quality of services offered by the banks to their customers determines her future in
terms of competition, market position and profits. This can be compared to Lau, Cheung, Lam
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& Chu (2013) study of service quality, which shows a positive support by pointing that
service quality help organizations to hold their existing customers as well as hunt for new
customer, which helps the organizations to grow. Likewise, Chu et al (2013) and Yang and
Fang (2004) perceptions of service quality as tool used by firms in mature market to make
their offering unique as well as challenging for a competitive advantage, also strengthens the
views of service quality to the Swedish banking industry.
Service quality dimension in the Swedish banking sector
The empirical finding s above indicates that different dimension of service quality can be
identified in the Swedish banking industry all put together in order to generate better value for
the customer. This can be aligned with the findings of the service quality models, designed by
Parasuraman et al. (1988) and Yang and Fang, 2004) , which hold that the quality of services
offered by organizations to customers can be categorized into five different dimensions
including, empathy, tangibility, responsiveness, assurance and reliability and highly influence
the ability of firms to achieve competitive success.
Based on the empirical finding, it is visible that the first way in which the banks try to put into
action in order to see that quality is delivered to their customers is that every innovation crated
is as a result to response to the needs of customer. Customers’ needs in Sweden are treated
with care, with the top banks (Nordea, Swedbankd, Handels banken and SEB) in Sweden,
devoting time to listen to their customers from the most profitable to the profitable customer.
This aspect of service quality dimension can be linked to (Saghier & Nathan, (2013) and
Parasuman et al. (1985) and (1988), explanation of empathy, when they described as it as an
organization’s ability to show care to their customer, through a devoted attention in order to
attain to their individual needs”.
Another important dimension of service quality also noticed as a result of the findings with
Swedish top four banks is the responsiveness, which is described by Parasuman et al. (1985)
and Saghier & Nathan (2013), as the readiness of a firm’s employees to provide customers
with immediate and accurate solution in response to their problem. There is a consensus
within the different interviews conducted, which indicates that banking employees go through
daily training and motivational talks on how to response to customer immediate needs. In fact,
banks like Swedbank indicated a step further to this by employing and training some young
employees to be always prepared to response to online customers as soon as possible with
adequate solutions to their problems.
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Next dimension of service quality noticed in the findings was similar to the dimension
labelled and highlighted by the theories of by of Saghier & Nathan (2013) and Parasuman et
al. (1985) and (1988) as reliability, when they described it as “flexibility in handling service
problems; performing service right the first time; just-in-time service provision to the
customer as promised and optimizing zero error-free standards”. Though almost mixed with
responsiveness within Sweden’s banks, but flexibility and accuracy is considered to be highly
important in customer satisfaction within this sector. Apart from one respondent, that still
believes in the traditional banking (Handelsbanken), the other three banks, considered that one
reason for digitalized innovations is to enhance their ability to be flexible in responding to
customers’ needs. For example, the telephone time to reach online customer services staff has
been reduced, and longer queuing time is minimised by introducing self-service technologies
for customers to withdraw, transfer and deposit cash in and out of their accounts.
The last but not the least of factors that was noticed but seem to have a low on servicer quality
in Swedish T4Bs is similar Parasuraman et al. (1985) and (1988) tangibility, which is
considered to be physical aspect of the service provided by the firm (buildings, appearance of
personnel), do not really play a significant role in service quality of Swedish banks.
Trust
Trust is one if not most important aspect in the success of banks. Though was taken into
consideration by researchers, but later emphasized as a very crucial dimension of service
quality success in this industry. For instance, all four respondent banks unanimously agreed
that trust is a big issue between customer and their banks, and banks need to fight hard to
implant trust in the minds of their customer if they are to succeed. The importance of trust to
the Swedish banking industry also supports Parasuraman et al. (1985) and (1988) views on
assurance, when he explains that it is mandatory for employees to inspire confidence and trust
to their customer by demonstrating a better knowledge of the firm’s product and absolute
understanding of customers’ need, in order to give the customer certainty that they and their
finances are safe with the bank.
5.2.4 Customer loyalty and word-of-mouth (WOM)
Loyalty
All of the interviewees are in line the ones with each other. Their main goal is to work as hard
as possible in order to retain their customers. A loyal customer is a customer more profitable
because the related costs to keep him satisfied decrease. In fact, in order to get new customers
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and to make them loyal, the marketing expenses are very important. In short, a customer
becomes profitable once it is loyal. All of this supports Duffy’s (2003) statements regarding
the fact that it is very difficult for an organization to survive only with new customers, and
more specifically Gremler’s (1995) and Khan’s (2012) ideas regarding the fact that
customers’ retention is a key strategy in the banking sector because of its saturation. In fact in
this industry new customers are almost exclusively coming from competitors.
Like any other industry, the findings from the top four banks in Sweden signify the relevance
of customer loyalty in Swedish banking sector. As indicated by the theories of Duffy’s (2003),
customer loyalty plays a major role in the competitiveness of the banks.
The findings indicate two ways in which loyalty impact banks in Sweden. Firstly, banks
desperately required loyal customers for competitive purposes (acting as ambassador to
others) and a strong market position. This is highly related to the Gremler (1995) and Khan
(2012) perception of loyalty as a significant strategy for firms to succeed in a market
environment consisting of aggressive competition.
Secondly, loyal customers are needed by banks to generate financing for future growth
(premium price and save money from advertising and unnecessary marketing expensive).
This supports the views of Woodcock et al. (2000); Duffy (2003) and Miles et al. (2004), who
all posited cited several benefits that organization who are successful in holding customers
loyal can harvest (cost savings, unaided awareness, channel migration, referral and complain
rather than defeat).
5.2.5 Word-of-mouth (WOM)
According to the empirical data, WOM can be seen as the finality of the strategy over current
customers. Based on findings, it can be observed that loyal in the banking sector is dependent
on the type of experience customer have with the services of the bank. One thing drawn from
this is that the nature of word, which customers will spread to others, will be according to
their various experiences they have with their banks.
For example, there is a high consensus that quality of services and satisfaction level are the
two keys for customers to become ambassadors to others within the four banks interviewed.
Although, this is in conformity with Parasuraman et al. (1985). Gounaris, Stathakopoulos &
Athanassopoulos (2003), who all claimed that exceeding customer quality and satisfaction
leads to a positive word-of-mouth, some of the findings from the survey obtain from the
customers perspective highly contradict claims.
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For instance, some of the customer indicated their satisfactions with their banks, but deny they
will not recommend. While others indicated they are loyal to their banks because they are tied
up by loans. Finally others signify their total happiness and wiliness to highly recommend to
others. This shows in the Swedish banking sector offers their WOM based on their present
circumstances surrounding them.
This corresponds to the better explanation given by (Epstein & Jones 2002), which established
that customers’ satisfaction according to the way they are affected by their competitive
environment (apostles, hostages, mercenaries and terrorist). For example: Only apostles in the
banking sector are bound to recommend because they are highly satisfied and are part of the
banks future.
Those held as hostages (bank loans and high switching cost) are unwilling to act as good
ambassador for the banks, and others like terrorists, who are satisfied but are ready to move
with the best offers and also willing pull other customers or prospective customers with a
negative word-of-mouth. This is in harmony with Parasuraman et al. (1985), view of
accepting that WOM can also be negative as a result of dissatisfied or customers that had a
disastrous experience with the services offered by their firms.
5.2.6 Proposed Model
In theoretical chapter of this paper a model was constructed, with the assumption that it could
be useful for companies to gain a competitive advantage in the mature market. As indicated
by the findings, all four respondents strongly described the significance of the model and
indicated that there is a strong relationship between the main concepts of the model,
including, most specific between service quality, customer satisfaction, loyalty and word-ofmouth.
Two possible explanations why this model is useful to the banking sector in Sweden include
the possibility of a strong relationship between the different concepts in the model. For
instance, it can be seen that service quality precedes customer satisfaction, while customer
satisfaction also has an influence in loyalty and customer word-of-mouth. All these are
antecedent factors that result in a company’s competitive advantage (part one of the Analysis
chapter elaborates this). This relationship correlates with the thoughts of Al-Wugayan &
Pleshko in Keisidou et al. (2013) and Caruana (2002) which explains the almost impossibility
of separating service quality, customers satisfaction and customer loyalty in the banking
industry. The second possible is that this model enables banks to gain the trust of its
customers, which has been indicated by respondents as one of the most important element of
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success within this industry. Through the delivery of better quality and good prices to
customers, customers get to trust their banks, making them feeling more comfortable with
their banks. This also leads to loyalty and possibly word-of-mouth and competitive advantage.
What the authors of this thesis had not seen in their conceptual model is that trust is
fundamental for customers to stay satisfied of their bank and so to be loyal. The same applies
to WOM, linked to loyalty as it was just stated, but also to trust. A loyal customer not trusting
his bank won’t recommend it.
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6. Conclusion and recommendations
The aim of this section is to respond to the purpose of this research. This implies that this
concluding section is only going to highlight significant findings that are vital to accomplish
this purpose.
The purpose of this thesis was to identify how the Swedish banking sector can focus on
“innovating customers”, rather than products in a mature market, in order to enable them
gain a superior competitive advantage.
Innovation is a considered as vital strategy for gaining and sustaining competitive advantage
in the banking sector. However, most innovation in the banking industry is done just to
respond to challenges presented by the market environment, including responding to
customers changing needs or meeting up with the standard of competitors.
Several innovative strategies are widely used within the banking industry, including,
marketing, experiential, line extensions, enhancement innovations. Nevertheless, the one,
which banks are aware of is line extension, because it adds modifications of existing
offerings.
One big problem within the Swedish banking industry is that there is a misconception of loyal
customers and customers how are hostages. For example, banks believe that customers who
have been with them for a long time are their loyal customers. This is contradictor because,
most customer do not like changing their banks because of the complex protocol involved. In
addition, the survey has indicated customer who are unwilling to change their banks, but are
also not satisfied or will not recommend their banks to others.
One reason for this is because, some of these customers are held hostage by the banks through
financial loans or the switching cost involved in the process of changing. As such, should not
be interpreted as loyalty. However, true loyalty is considered when customers feel part of their
banks and are willing to recommend it to others (WOM).

6.1 Research purpose
As seen above it appears that banks are focusing on line extension innovation strategy,
consisting in making their services new or less commoditized in the eyes of their customers,
mostly through an improvement in ease to use and access. In fact, the services in themselves
are not fundamentally changing. What we ignored in our research model is the concept of
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trust and this could be the heart of the problem. Offering a good service quality and having
good relationships with its customers are – of course – extremely important for banks. But it
does not appear enough for customers, neither synonymous of trust.
In other words, and in order to clearly answer to the research purpose, the Swedish banking
sector should probably the interaction of customer, to understand the most important needs
and even future needs for future.
Through, interaction, banks are able to understand the innovative strategy that is required to
create new value for the customers. When quality value is created for the customers, it results
to customers’ satisfaction, because exceeding needs have been met. As such, customer
satisfaction, leads to loyalty and word-of-mouth, which definitely are the basis for a superior
competitive advantage.
New model:

Innovating the customer for a competitive advantage in a mature market (Dealing with Darwin).
Source: revised own model
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6.2 Managerial Implications
First of all for this concluding section the authors will compare the two analyses: survey and
structured interviews.
Survey
The results of the survey have pointed out several statements about innovation in the banking
industry:
 The influence of service quality on customer satisfaction is strongly highlighted.
Customers have subscribed to a service, which is supposed to manage their money, so
they ask for a good, and seriously provided service.
 A good banking service quality is mostly made of ease to use and ease to access, but also
of good relationships with bankers. Customers want to understand what their bank is
doing with their money. A relationship based on trust appears fundamental.
 When it comes to innovation, it needs to be clear and customers want to be informed
beforehand. There is a strong need of transparency over innovation.
These statements can be summarized as follow: whatever a bank is doing, customers ask for
more and more transparency from their bank. Customers do not really feel committed in their
bank, especially when it comes to innovation.
Structured interviews
The results of the structured interviews have pointed out several statements about innovation
in the banking industry:
 Innovation is fundamental in order for a bank to survive in a very competitive market.
Staying competitive means increase the market shares through competitive advantage.
 The main innovation strategy used is line extension, through a better access thanks to
digitalization. Bankers want to get closer to their customers and try to commit them at the
maximum.
 The aim of this strategy is clearly to make the current customers loyal and encourage them
to a positive word-of-mouth about their bank.
These statements can be summarized as follow: Innovation + customer loyalty = competitive
advantage.
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The common point between the survey and structured interviews’ above statements is the
need of improving closeness between banks and customers (for different reasons). Trust
appears to be the necessary link in today’s environment.

6.3 Limitations and reflexions for further research
6.3.1 Limitations
This research has been conducted with the aid of surveys and multiple case studies from the
banks and their customers. Firstly, the authors initially sent out surveys using social media as
the main mode of distribution. Nevertheless, the turn out of the responses yielded a
discouraging result of 35 responses. One reason for this could be because some respondents
did not trust the source of the links sent to them, which resulted to a known respond at all,
thereby affecting the entire time that was schedule for the research.
As the result of the poor responses, a different strategy was used, which was printing out the
survey and actually meeting people face-to-face so they can fill out the survey. In this case,
the response rate increased from 35 to 132 within a few days, including a new online
campaign more personalized. Nevertheless, the researchers were already against time, and
thus could not spend more time in collecting data. A drawback to this strategy was because,
the sampling was very continent compared to the initial, which was randomly distributed to
unknown users on social media and thus, this too might have influenced the result of the
study.
Secondly, combining the results of the survey and the interviews was a big challenge for the
researchers during the analysis, which also creates problems with the general time that was
allocated for this job. Most importantly, when the researchers started this research, their
intended direction was different from that that suggested by their supervisor. This resulted to
conflicting ideas, but both parties came to a consensus.
6.3.2 Further research
This research has focused on understanding strategies used by banks to successfully market
their innovations in mature market. Theoretically, the research has identified that innovation is
vital for banks to gain a competitive advantage and service quality significantly affect
customers satisfaction, which leads to word-of-mouth and competitive advantage.
Practically, one the one hand, this study has identified that banks in Sweden consider
relationship with their customers to be very vital for their success in marketing innovation and
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gaining competitive advantage in a mature market. On the other hand, banks often fail to
understand that not all customers they have had for long are loyal customers. For instance,
some customers are held hostage by the banks, using loans or the high cost included in
switching to other banks.
In spite of all the above contribution from this studies there is still a high need for further
research in this area. Firstly, the research was limited to innovation strategies in the customer
intimacy zone as shown in figure 1 p.16 above. It will be interesting to conduct similar
research, within any of the other lifecycle stage of the market (developing, growth or decline
stage of the market).
In addition, the concept of Dealing with Darwin was only tested in the banking industry;
originally, it was first used in the high tech industry, and it will be fascinating if future
research could be done on this area using another sector or if still in the banking sector, it
should be expanded out of Sweden.
Finally, it will be a good suggestion to repeat the study in depth either by using only
quantitative or qualitative data, to obtain data for the empirical findings.
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8. Appendices
Here are different documents that the authors consider relevant in order to make several points
clearer.

8.1 Appendix 1: Survey

Questionnaire: Innovations in the banking industry
This questionnaire is completely anonymous. All your answers will help us to understand better
people’s practices regarding their bank. All the questions are related to your main bank.

Relationships with your bank
1. What is your main bank?
Please write the name of your main bank
__________________________________

2. To which of the following banking services have you subscribed?







Bank account
Banking loan and mortgages
Insurance
Investments
Payment card
Savings
 Other(s): __________________________________

3. How often do you use the following banking services?
(Does not
exist)

Never

Less than
once a
month

ATM cash
withdrawals
Automatic
transfer
Contactless
payment
card (you pay
with your
credit card
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At least once
a month

At least once
a week

Daily

just by
waving it
over the
payment
terminal
Mobile
banking
Online bank
transfer
facilities
Online chat
with bankers
Online
personal
account
Visiting your
bank

Online and mobile banking
4. Do you trust online banks (exclusively offering online services)?
o Not at all
o To an extent
o Completely
5. Do you use online and/or mobile banking?
o Yes
o No

(Skip to question 7)
(Skip to question 6)

6. Why have you never used the above banking options?

 I do not have internet at home
 Not easy to use
 I do not trust internet services linked to my money
 I like to have personal human relationships
 Online services limit me from what I want to do
 Other: ______________________________________________________________________
7. To what extent do you agree or disagree with these statements?
Strongly
disagree
My bank uses my ignorance as an advantage
to make money
I only get information in a language I do not
understand

73

Disagree

Somehow
disagree

Somehow
agree

Agree

Strongly
agree

I only stay in my bank because it is difficult to
change to a new bank
If I had the means, I would like to change for a
new bank
I do not feel happy with my bank
I would recommend my bank to my friends
and family
I would like my bank to always find out if I am
happy with a service before they ask me to
start using it

Service quality in my bank
8. How satisfied are you with your bank?
o
o
o
o

Absolutely satisfied with quality
Somehow satisfied with quality
Not satisfied with quality
Very dissatisfied with quality

9. What is your thought about human relationship with banking employees?
o
o
o
o

Very important
Important
Unsure
Not necessary

10. To what extent do you agree or disagree with these statements?
Strongly
disagree
I feel comfortable when I visit my bank or use
its assets
I feel I am part of my bank
I feel welcome by bank’s employees, in faceto-face, by telephone or online
I have easy access to information from my
bank
My bank always helps me to solve my
problems on time
My bank offers the quality of services I expect
The employees I meet online, by telephone or
directly are always willing to help me
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Disagree

Somehow
disagree

Somehow
agree

Agree

Strongly
agree

Basic information
11. Your age:
o
o
o
o

12. Your status:

15-25 y/o
26-45 y/o
46-70 y/o
71 y/o and more






13. Your marital status:

Employed
Retired
Student
Unemployed

14. Your gender:

o Married
o Single
o Cohabiting (sambo)

o Female
o Male

8.2 Appendix 2: Interview guide

Interview guide
We are final year students in a two years marketing program, in Linnaeus University (Växjö). As a
requirement to complete our degree work, we are currently conducting a research in the area of
innovation, which is specifically focused in the banking sector. As such, we thank you a lot for
assisting us with this interview, in order to enable us to complete our study. I will regularly sum up
your answers in order to check with you if everything is understood.

Innovation
1) What do you think of innovation in the banking sector and what role does innovation play
regarding competitive advantage in your bank?
A. Are there any recent innovations in your bank and if so, what contributions have they
added to your business?
B. Could you try to give us an imagination of what a bank with zero innovation would be in
today’s competitive environment?

Dealing with Darwin
Innovation strategy and customer interaction
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2) How close or committed do you think the bank should get the customer during an
innovative pattern?
A. What was the main goal for your recent innovations: was it to make things flexible for the
bank (example: save time and money) or was it to meet the needs and satisfaction of
customers?
B. I understand that there are different innovative strategies, based on the theories we have
studied, since we starting this research. Could you please, tell us innovative strategies that
you are currently or have been involving with, within the past years?
C. What have been the results of this innovative strategy, and how is it influencing your
competitive strength?
D. From your opinion, what does interacting with their customer mean for banks? Are you
doing this? What impact does it have in your business?

Innovating the customer
Customer trust and customer satisfaction
3) How important is service quality on customers’ satisfaction?
A. How does your bank ensure that a customer is satisfied? Have you ever got feedback from
a dissatisfied customer and how?
B. Could you please let us know how satisfied customers can contribute to your bank?
C. Do you agree that high service quality can generate an amazing customer satisfaction?
D. Do you think that there is any link between service quality, trust and customers’
satisfaction?
E. Please, share with us, how distrust can affect the customers in a bank?

Competitive advantage
Customer loyalty and word-of-mouth (WOM)
4) Do you think that it is necessary for an organization to have loyal customers? If so, what
impact can they have in your competitive advantage?
5) Please can you tell us the possible effect(s) of a customer word-of-mouth and if/how they
and give you an advantage over competitors.

Thanks for your wonderful support
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8.3 Appendix 3: Descriptive Statistics

Gender
Cumulative
Frequency
Valid

Valid Percent

Percent

male

62

46,3

47,0

47,0

female

70

52,2

53,0

100,0

132

98,5

100,0

2

1,5

134

100,0

Total
Missing

Percent

System

Total

Age
Cumulative
Frequency
Valid

Valid Percent

Percent

15 - 25 years old

58

43,3

43,9

43,9

26 - 45 years old

32

23,9

24,2

68,2

46 - 70 years old

26

19,4

19,7

87,9

More than 70 years old

16

11,9

12,1

100,0

132

98,5

100,0

2

1,5

134

100,0

Total
Missing

Percent

System

Total

Name of Bank
Cumulative
Frequency
Valid

Total

Valid Percent

Percent

Nordea

30

22,4

22,7

22,7

SEB

16

11,9

12,1

34,8

Swedbank

40

29,9

30,3

65,2

Handelsbanken

17

12,7

12,9

78,0

Forex

16

11,9

12,1

90,2

ICA Banken

13

9,7

9,8

100,0

132

98,5

100,0

2

1,5

134

100,0

Total
Missing

Percent

System
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PRFSTATS
Cumulative
Frequency
Valid

Valid Percent

Percent

Student

36

26,9

27,5

27,5

Employed, Student

30

22,4

22,9

50,4

Retired

28

20,9

21,4

71,8

6

4,5

4,6

76,3

31

23,1

23,7

100,0

131

97,8

100,0

3

2,2

134

100,0

Unemployed
Employed
Total
Missing

Percent

System

Total

Name of Bank
Cumulative
Frequency
Valid

Valid Percent

Percent

Nordea

30

22,4

22,7

22,7

SEB

16

11,9

12,1

34,8

Swedbank

40

29,9

30,3

65,2

Handelsbanken

17

12,7

12,9

78,0

Forex

16

11,9

12,1

90,2

ICA Banken

13

9,7

9,8

100,0

132

98,5

100,0

2

1,5

134

100,0

Total
Missing

Percent

System

Total

Marital status
Cumulative
Frequency
Valid

Missing
Total

Percent

Valid Percent

Percent

Cohabiting (Sambo)

32

23,9

24,2

24,2

married

39

29,1

29,5

53,8

Single

61

45,5

46,2

100,0

Total

132

98,5

100,0

2

1,5

134

100,0

System
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PRFSTATS
Cumulative
Frequency
Valid

Percent

36

26,9

27,5

27,5

Employed, Student

30

22,4

22,9

50,4

Retired

28

20,9

21,4

71,8

6

4,5

4,6

76,3

31

23,1

23,7

100,0

131

97,8

100,0

3

2,2

134

100,0

Employed
Total

Total

Valid Percent

Student

Unemployed

Missing

Percent

System
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8.4 Appendix 4: Reliability Test using Cronbach’s Alpha
Reliability Statistics
Cronbach's
Alpha

N of Items
,604

8

Item-Total Statistics
Corrected

Cronbach's

Scale Mean if

Scale Variance

Item-Total

Alpha if Item

Item Deleted

if Item Deleted

Correlation

Deleted

COMPETAVNT

209,6515

384,702

,060

,672

INNOVATCUS

169,8485

262,633

,375

,576

WOM

226,8485

408,328

,299

,583

LOYALTY

221,6515

403,236

,166

,606

CUSINTERACTION

221,9773

375,351

,484

,543

CUSATISFACTION

196,3939

323,508

,850

,451

INNOSTRA

217,2348

420,257

,293

,591

SERVQUAL

208,3333

332,285

,449

,525
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8.5 Appendix 5: Hypothesis Test using Chi-square

COMPETAVNT * CUSINTERACTION

COMPETAVNT * CUSATISFACTION
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COMPETAVNT * INNOSTRA

COMPETAVNT * LOYALTY
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COMPETAVNT * WOM

COMPETAVNT * CUSATISFACTION

SERVQUAL * I have easy access to information from my bank
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8.6 Appendix 6: Factor Analysis

Communalities Table
Initial
SERVQUAL

1,000

,828

CUSINTERACTION

1,000

,605

CUSATISFACTION

1,000

,897

INNOSTRA

1,000

,374

WOM

1,000

,971

LOYALTY

1,000

,969

Extraction
Analysis.
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Extraction

Method:

Principal

Component

