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Abstract

Parsuraman et. al., (1985) developed the service quality model at an initial stage and documented that service 
quality is a function of expectations of the customers and actual performance of service product through various 
service quality dimensions. The time when the size of overall Indian banking system has become gigantic 
which includes both small and large banks with huge number of branch network, one of the biggest challenge 
faced by banks in present time is the switching intention of the customers. Hence it becomes more important 
to understand that why customers in India switch from one bank to another bank. Considering this aspect, 
the study under consideration has focused on the switching behavior of customers in retail banking service in 
India. Clemes et. al., (2007) has suggested nine factors influencing banking switching behavior of customers. 
The impact of these influence factors have been studied and tested empirically using exploratory factor analysis 
(EFA). Results of the study disclosed that price, customer commitment, responses to service failure, customer 
satisfaction, reputation, service quality, competition, service products and involuntary switching have their 
noteworthy effect on customers’ switching behaviour. The results of present study can be used by the Indian 
banks for designing their product and service strategies, marketing strategies and customer services practices in 
order to decrease customer switching. This would also help them in improving their service operations and in 
increasing customer fulfillment and truthfulness by understanding the banking behaviour of their customers.

Keywords: Customer Switching Behavior, Retail Banking, Clemes Model, Banking industry, Customer retention, 
Drivers of Customer Switching in Indian Retail Banking Sector.

Introduction and background1. 

After looking at the competitive scenario, customer experience has turn out to be a hotspot in the growth 
cycle of any business. It is for this reasons that of the elaboration in diversified and tailored needs of 
customers and power of competition in terms of homogenized offerings, experiential aspect of products/
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services have become central to the customers (Liu and Liu, 2008). These days, creating and delivering 
better customer experience has become one of the major objectives of organizations (Verhoef et. al., 
2009). The importance of service sector is being yet more renowned globally (Tseng et. al., 1999). Today, 
services are offered in distinct fields like banking and insurance, telecommunications, travel, and others 
but the service requirement vary in all of them. It depends on the service process and degree of customer 
contact (Lovelock, 1996). The nature of service encounter occupies a vital role because the customers not 
only obtain the service delivered by the organization but also buys some experience from that organization 
(Bateson, 1995).Indian banking sector is occupied with a large number of small banks. The increasing use 
of technology along with liberalization, deregulation and more recently demonetization has fetched a revolt 
in the method of serving customers. Technology is perplexing the earlier business processes and customer 
behaviour is undergoing change. However, the primary aspects of banking, i.e. faith and confidence of the 
people on the establishments continue the same. This state of banking environment has presented numerous 
opportunities and threats for the management of banks.For any banks and business losing a customer is a 
stern impede as it results in decrease in present and future earnings (Satish et. al., 2011) and acquire a new 
customer is five times costlier than retaining a old one (Peters, 1987; Mittal and Lassar, 1998). Moreover, 
customer switching has negative effect on the profitability on the business (Rust and Zahorik, 1993). The 
reason for this negative profitability is more expenses on the advertisement, sales, expense on finding the 
need of the customers and grace period require by the new customers (Athanassopoulos et. al., 2001). 
Therefore, study and understanding of the drivers of customer switching is essential in banking sector to 
be competitive as this issue has become demanding in the marketing of banking services too.

Numerous studies ((Kumar and Shashi, 1989; Heide and Weiss 1995; Hans et. al., 1996; Shukla, 2004; 
Bernard et. al., 2006; Adalet, 2009)) have been done on switching behaviour for goods but specifically in 
financial services less attention has been given to the concept of customer switching (Friedman and Smith, 
1993; Mittal and Lassar, 1998; Grace and O’Cass, 2003).

On the other hand, switching behaviour for services is diverse due to its well-known and stated 
characteristics, i.e. intangibility, heterogeneity, inseparability, ownership and perishability, (Clemes et. al., 
2000). In the service domain every service is different and it differs significantly based on the extent of 
customer participation (Grace and O’Cass, 2003).In Indian context, there is a little research focusing on 
factors affecting the switching behaviour of banking customers. This research seeks to understand banking 
behaviour of customers in India, by focusing on reasons attributed to switching service providers in Indian 
retail banking industry. Justification of such an investigation is laid by tracking the changing consumers’ 
behaviour in Indian banking industry through various reports as discussed under background and an 
analysis of existing literature in Indian context identifies a gap related to study of drivers leading to switching 
intentions of banking customers except the study of Anjum et. al., (2011). This study differs from theirs 
on the ground of concepts as well as methodology. Further, their study is based on only private banking 
sector whereas this study has been involved retail banking sector of India.

The face of Indian banking sector has been changed after the economic reforms commenced by the 
government of India in 1990s. Inputs of banks are also growing as deposits increased to 71.5 per cent of 
GDP in financial year 2011 from 37.8 percent in financial year 1991, lending increased to 5.8 per cent of 
Gross Domestic Product from 22.9 per cent and bank credit to commercial sector increased to 58.1 per 
cent of GDP from 31.1 per cent in financial year 2011. Despite this growth in the commercial banks only 
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36% o the adults in India had a bank account with the formal banking structure/institution (Demirguc-
Kunt and Klapper, 2012). This increase in banking and competitive strategy of banks has shifted the focus 
of bank to its customers and all this has initiated new expectations from the customers (both new and 
existing). The main feature of Indian banking industry is that here customers are maintaining multiple 
service-provider relationships i.e. having multiple banks accounts, means extra experience for the customer 
and extra competition for the service providers (Sajtos and Kreis, 2010). Recent announcement of the 
Demonetization by the Government of India on 8th November 2016 has also increase the risk of customer 
retention and switching in banking sector. Therefore in such a fast changing environment retail banks in 
India need to struggle for the strong bonds with their customers. Therefore, the current study proposes 
to support the Indian bankers in facing the prospective risk presented by shifting consumer’s banking 
behaviorby providing leading drivers of customers’ switching behavior in Indian Retail Banking.

Literature Review and Theoretical background2. 

Different researchers have established the factors which might influence customer satisfaction in retail 
banking. The drivers of switching behavior result in switching decision by the customers. In order to 
identify the research problem for the proposed study, the following sections have discussed the findings 
of past studies on the switching behavior. Many researches and authors have provided various definitions 
of the switching behavior (as displayed in the Table 2). After analyzing these definitions we can wrap up 
that switching can be a decision or a process of various steps which includes ending relationship with one 
service provider and stop purchasing product & service from that service provider, by replacing this service 
provider with another service provider. Garland (2002) studied personal retail banking in New Zealand 
using Juster scale’s probabilistic measurement method and concluded that overall defection rate being 
5%. Trubik and Smith (2007) examined and developed a model of identifying customers at risk of leaving 
the banks in Australian banking sector by the study of responsible attributes but this model could not be 
generalized because they did this study on one organization only.

Definitions of Switching Behavior

Following is the various definitions of switching behavior given by different experts.

∑	 Switching behavior is the decision that a customer stops purchasing a particular service from a 
firm completely. Customer also stops patronize the service firm completely. (Bolton and Bronkhurst, 
1995; Boote,1998)

∑	 Switching behavior is defined as a dynamic process that evolve over a period of time and concluded 
as end of relationship. (Hocutt,1998; Stewart, 1998)

∑	 One more study says that switching of customer can be defined as replacing current service 
provider with another service provider. (Bansal and Taylor, 1999)

∑	 Customer switching is an act of being faithful to one service category but the customer can 
replace one service provider for another service provider who can give best of that service due 
to discontent or any other related reasons. (Keaveny and Parthasarathy, 2001)

∑	 Similar results were given by the study that customer switching means stop transaction relationships 
with one service provider and start this with another one. (Oyeniyi and Abiodum, 2010)
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Table 1 
Literature Reviews considered in present study

Factors Authors
Service Quality Aydin and O’zer (2005), Rust and Zahorik (1993), Yavas et. al., (2004), Clemes et. al., (2007), 

Chakravarty et. al., (2004), Mavri and Ioannou (2008), Kura et. al., (2012)
Price Zeithaml, (1998), Clemes et, al., 2007, Campbell, (1999), Gerrard and Cunningham (2004), 

Keaveney (1995), Clemes et. al., (2010)
Customer commitment Morgan and Hunt (1994), Kaur et. al., (2012), Gordon (2003), Bansal et. al., (2004)
Reputation Bennett and Kottasz (2000), Trotta et. al., (2011), Wang et. al., (2003), Gerrard and 

Cunningham (2004)
Effective advertising 
competition

Zhang (2009), Cengiz et. al., (2007), Hite and Fraser (1988), Balmer and Stotving (1997), 
Clemes et. al., (2010)

Responses to service failure Zikiene and Bakanauskas (2009), Stefan (2004), Keaveney (1995)
Customer satisfaction Churchill and Surprenant (1982), Aydin et. al., (2005). Athanassopoulos et. al., (2001)
Involuntary switching Keaveney (1995), Friedman and Smith (1993), Ganesh et. al., (2000), Khan et. al., (2010), 

Anjum et. al., (2011)
Service products Rust and Oliver (1994), Beckett et. al., (2000), Kiser (2002), Strieter et. al., (1999), Bitner 

et. al., (2002)

Many other studies put emphasis on the complaining behavior as pre-switching behavior as Stewart 
(1998) accounted that 80% of the respondent complained to the concerned bank before their switching. 
Similarly, Colgate and Hedge (2001) studied switching as a vibrant process that develops overtime and 
finishes in exit through complaining. The study concluded that factors considered important for desertion 
have influence over complaining behaviour. Apart from these studies on drivers of customer switching 
behavior, few other researchers have also attempted to explore post-switching behavior (Keaveney, 1995). 
Yanamandram and White (2006) examined switching barriers but in a diverse framework of business-to-
business (B-2-B) services and by using dissimilar methodology. Their study concluded that alternative 
service providers and switching cost was two key switching barriers that prevented dissatisfied customers 
from switching. Valenzuela (2010) explored various factors determining switching barriers and the effect of 
type of bank, gender and education on customers’ perception of switching barrier. Similarly, Tesfom and 
Birch (2011) observed linkages between age and switching barriers in retail banking industry. To understand 
the switching behavior, it is important to define the drivers of switching behavior. The following section 
deals with the theoretical framework and operation definition of drivers of switching behavior. Switching 
a particular bank is the outcome of multiple factors not just a single one as bank customers have strong 
relationship with their service providers (Gerranrd and Cunnungham, 2004). Keaveney (1995) gave the 
first model of switching behavior in service industry which was based on more than 800 critical incidents 
that caused customers to switch their bank. He also categorized these incidents into eight main causal 
variables like price, inconvenience, core service failure, competitive issues, failed responses of employees 
to service failures, service encounter failure, ethical problems and involuntary factors. The study was 
based on 45 service sectors including retail banking services but the model given by this study requires 
further testing of customer switching behavior in retail banking industry. (Keaveney, 1995; Mittal and 
Lassar, 1998) In the following table factors that are used to study banking switching behavior in India, is 
discussed.
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Research Methodology3. 

Data Inputs

For the present study we have used the questionnaire developed by the Clemes et. al., (2007). The 
questionnaire is having two sub parts: first describing the demographic profile of the respondents and 
second part is having thirty one statements regarding the features of service and other statement that 
might affect the customer’s switching behavior. Data has been collected from retail banking customers 
having at least one saving bank account in any public or private sector bank in India. For the collection 
of data a questionnaire having 7 point likert scale (1 strongly agree and 7 is strongly disagree) for different 
statements was send to 1400 banking customers by using convenient sampling method. To have advantage 
of immediate retrieval, exit intercept survey method was used to have information from the respondents 
(Zhou, 2004). Questionnaires were filled personally to maximize the response rate and it intended that 
the researchers were on hand to answer queries. Total of 587 questionnaires were collected back and out 
of these questionnaire 496 completed questionnaires were used for the further analysis in the current 
study. Few questionnaires were removed because of high response bias and some data were also missing. 
Similarly, HNI (high net worth individuals) customers were not the part of final data for analysis as they 
do not visit the bank branches in person so we cannot rely on their responses. On the similar ground base 
layer customers were also removed from the current study. For the analysis of the data statistical package 
SPSS 22 was used and data reduction technique of factor analysis was used to assess the dimensionality 
of the reasons why customers switch banks. Descriptive statistics were also utilized to check the relative 
importance of the factors determining switching behavior of customers. Results of demographic profile 
of the respondents are shown in the following table in detail.

Table 2 
Analysis of the respondent by using Descriptive Statistics

Age of the respondent
Total Respondents Switcher Non-switchers

Frequency Percentage Frequency Percentage Frequency Percentage
24-years or less 171 34.48 40 26.85 131 37.75
25-34 109 21.98 32 21.48 77 22.19
35-44 101 20.36 33 22.15 68 19.60
45-54 62 12.50 23 15.44 39 11.24
55-years and above 49 9.88 21 14.09 28 8.07
Missing 4 0.81 0 0.00 4 1.15
Total 496  100 149 100 347 100
Gender       
Male 393 79.23 117 78.52 276 79.54
Female 94 18.95 23 15.44 71 20.46
Missing 9 1.81 9 6.04 0 0.00
Total 496  100 149 100 347 100
Qualification       
Upto 10th 59 11.90 15 10.07 44 12.68
10+2 111 22.38 19 12.75 92 26.51
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Age of the respondent
Total Respondents Switcher Non-switchers

Frequency Percentage Frequency Percentage Frequency Percentage
Graduation 152 30.65 41 27.52 111 31.99
Post-graduation and above 165 33.27 69 46.31 96 27.67
Missing 8 1.61 4 2.68 4 1.15
Total 496  149 100 347 100
Occupation       
College Student 29 5.85 6 4.03 23 6.63
Housewife 6 1.21 0 0.00 6 1.73
Professionals 232 46.77 84 56.38 148 42.65
Self-employees/business owner 127 25.60 43 28.86 84 24.21
Retired Employees 65 13.10 0 0.00 65 18.73
Others 35 7.06 16 10.74 19 5.48
Missing 2 0.40 0 0.00 2 0.58
Total 496  149 100 347 100
Income (INR per month)       
Less than 20,000 56 11.29 15 10.07 41 11.82
20,000-30,000 162 32.66 39 26.17 123 35.45
30,000-40,000 162 32.66 60 40.27 102 29.39
40,000-50,000 72 14.52 22 14.77 50 14.41
50,000 and above 36 7.26 11 7.38 25 7.20
Missing 8 1.61 2 1.5 6 1.73
Total 496  149 100 347 100
Type of banks customers       
Public Sector 325 65.52 110 73.83 215 61.96
Private Sector 152 30.65 24 16.11 128 36.89
Missing 19 3.83 15 10.07 4 1.15
Total 496  149 100 347 100
Customer Relationship with number 
of banks

      

1 93 18.75 26 17.45 67 19.31
2 213 42.94 69 46.31 144 41.50
3 112 22.58 30 20.13 82 23.63
More than 3 61 12.30 15 10.07 46 13.26
Missing 17 3.43 9 6.04 8 2.31
Total 496  149 100 347 100

Out of 496 respondents 149 were switcher and remaining 347 are non-switcher. Above analysis 
of the demographic profile shows that older bank customers are unwilling to switch their main bank in 
comparison to the younger customers and this is in consistent with the findings of the Clames et. al., (2010). 
Approximately 60% of the respondents have accounts in public sector banks and 39% have bank account 
in private sector bank. 80% approx. of the respondents are involved in multi-banking and remaining 20% 
is having single service provider relationship.
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Table represents different driver of switching behavior of banking customers, from highest to lowest 
on the basis of their mean value on a scale of 1-7. The mean value scores of all the mentioned factors/
statements/drivers of switching ranges from 3.80 to 4.65 but this does not notify that all factors are of 
greater importance as not a single value is close to the highest value of seven point scale. Service quality and 
customer commitment statements/drivers are the important factors among all the constructs considered in 
the study. On the other hand, statements to which least importance was given by the respondents are under 
the involuntary switching construct. As per analysis important factors are: Convenience regarding the bank’s 
opening hours, Intention to remain a customer of the bank, Desire to continue a relationship with the bank, 
convenient access to ATM and Responses of bank staff. Whereas least important factors are; Customer 
changed location, Proximity to bank branches, Trustworthiness of bank and Interest rates on savings accounts.

Table 3 
Mean and Standard Deviation scores on various variables on the basis of their importance

Different Statements Mean SD
1 The bank’s opening hours were inconcenient. (SQ2) 4.83 1.550
2 Accessing Automatic Teller Machine (ATM) was inconcenient. (SQ3) 4.80 1.549
3 Bank staff did not ready respond to my requests. (SQ7) 4.78 1.457
4 You intended to remain a customer of the bank. (CC2) 4.67 1.450
5 You wanted to continue a relationship with the bank. (CC3) 4.61 1.498
6 Bank staff were impolite and rude. (SQ6) 4.59 1.476
7 You were very committed to the bank. (CC1) 4.52 1.459
8 Bank staff did not have competence to solve my problems. (SQ8) 4.48 1.467
9 The Bank provided services that were not as promised. (SQ4) 4.44 1.420
10 The bank moved to a new geographical location (IS2) 4.41 1.523
11 The bank charged high interest for loans. (P2) 4.29 1.474
12 The bank branches locations were correctly. (SQ1) 4.26 1.500
13 The Bank did not inform me of charges in services. (SQ5) 4.20 1.447
14 The competing bank’s advertising content influenced my decision to switch bank. (COM1) 4.18 1.430
15 The bank did not offer a wide range of service products like loan, mortgages, credit cards. (SP1) 4.16 1.407
16 The competing bank’s advertising humor influenced my decision to switch bank. (COM3) 4.03 1.410
17 The bank was financially unstable. (REP3) 3.99 1.437
18 I was not satisfied with my banking experience. (CS2) 3.87 1.450
19 The bank was unreliable. (REP1) 3.84 1.420
20 The bank corrected mistakes slowly. (RES1) 3.83 1.400
21 I will not stay with the bank as a customer. (CS3) 3.80 1.445
22 I would not recommend the bank to others. 3.78 1.557
23 The bank charged high fees. (P1) 3.72 1.551
24 The service products offered did not satisfy my specific needs. (SP2) 3.70 1.517
25 Banks staff did not make any extra effort to solve problems. (RES2) 3.69 1.559
26 The competing bank’s advertising words influenced my decision to switch banks. (COM2) 3.68 1.540
27 The bank charged high interest for mortgages. (P3) 3.66 1.558
28 Bank branches in my area were closed (IS1) 3.65 1.540
29 I moved to a new geographical location (IS3) 3.62 1.537
30 The bank provided low interest on saving accounts. (P4) 3.59 1.575
31 The banks was untrustworthy. (REP2) 3.53 1.639



Vikas Khanna and Renuka Sharma

International Journal of Applied Business and Economic Research 212

Factor Analysis4. 

Results of Eigen-values of 31 items gave 9-factor output from principal component analysis which is 
applied by using varimax rotation on all these items. After this three statements/items were deleted from 
the analysis as it resulted in the increase in explained variance (59.84 to 72.387 per cent). This resulted in 
the total nine factors having twenty eight statements/items shown in the following table service quality (7), 
price (4), customer commitment (3), reputation (3), effective advertising competition (3), Response to 
service failure (2), Customer Satisfaction (2) involuntary switching (2) and service products (2). Following 
table gives the complete details about the final solution given by the factor analysis (items, factor loading) 
and table, shows the details of explained variance and Cronbach’s a values. For all the statement/items 
under different factors, factor loading ranges 0.657 to 0.891. KMO test and Bartlett’s test of sphericity were 
then applied to test the suitability of factor analysis. Value of chi is 72.53 and its sig. level is 0.0002 which 
clearly shows that sampling sufficiency is suitable for the factor analysis. Afterwards, reliability of the latent 
variables was checked with Cronbach’s a coefficient. Out of nine factors, eight factors are in acceptable limit 
i.e. value of Cronbach’s a coefficient is more than 0.6. One factor named “service products” has reliability 
score less than 0.6 but literature (Reynolds and Arnold, 2000 and Gerrard and Cunningham, 2004) suggest 
that this is very important factor to understand the switching behavior of the customers. Therefore this 
factor has been considered in the study despite it has reliability score of 0.529.

Table 4 
Eigen Values and Explained Variance and Cronbach α

S.No. Name of the Constructs Eigen values Percentage of 
variance explained

Cumulative 
Variance

Cronbach
a

1 Service Quality (SQ) 3.527 13.723 13.723 0.895
2 Price (P) 3.629 11.22 24.943 0.885
3 Consumer Commitment (CC) 3.547 8.348 33.291 0.814
4 Reputation (REP) 2.829 7.925 41.216 0.733
5 Effective Advertising Competition (COM) 2.897 6.978 48.194 0.782
6 Response to service failure (RES) 1.892 6.623 54.817 0.729
7 Customer Satisfaction (CS) 1.738 6.119 60.936 0.721
8 Involuntary Switching (IS) 1.692 5.872 66.808 0.685
9 Service Products (SP) 1.598 5.579 72.387 0.529

In the following section we have discussed all nine factors in details.

∑	 Service Quality: This factor is very important for the study of behavior of customers but from 
industry to industry behavioral intentions of customers differ (Parasuraman et. al., 1988, 1994). For 
customer retention high quality of the services is essential (Zhang, 2009). Customer’s intentions to 
switch banks and customers satisfaction is influenced by the service related problems (Levesque 
and McDougall, 1996).

∑	 Price: In banking industry price of services includes fees, interest charges on loan and deposit 
(Gerrard and Cunningham, 2004) and customer wants fairness in the pricing policy of the banks 
too. Zhang (2009) affirmed that price is a fundamental part of product or service mix and creates 
customer’s expectations about product or service quality. Many studies have concluded that price 
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has a key role in switching decisions and customer’s switching intensions (Keaveney, 1995; Colgate 
et. al., 1996; Campbell, 1999; Colgate and Varki and Colgate, 2001; Anjum et. al., 2011). One 
study has diverse results and it concluded that price has low impact on the switching behavior 
(Clames et. al., 2007). On the whole, price is a key aspect in banking industry where banks can 
fight against each other by having more transparent charges on products or services.

∑	 Customer Commitment: This includes items measuring customer attitude which reflects customer’s 
desire to maintain and continue the relationship with the service provider. There is imperative 
requirement to understand the switching behavior of customers from relationship banking point 
of view (Dube and Shoemaker, 2000). Commitments bind a customer to continue purchase 
from the same service provider and the reason for this bound can be affective, normative or 
continuance commitments (Bansal et. al., 2004).

∑	 Reputation: This factor comprises the financial stability, trustworthiness of the financial institution 
and its image. For sustainable competitive advantage, reputation is essential factor for banks 
as it is unique, difficult to copy, precious and non-substitutable asset of the firm (Wang et. al., 
2003).A study concluded that 30% of the customer deliberately excluded a bank if it had superficial 
financial stability or doubtful business ethics (Barr, 2009).

∑	 Effective Advertising Competition: This factor covers impression of advertising content in the mind of 
customers as advertisement gives information to the customer and assists them in their purchase 
decisions. But there is diverse opinion about the effect of advertisement on switching decision. 
One opinion is that efficient advertising helps in retaining customer (Cengiz et. al., 2007) and 
other says that effective advertising competition may stimulate switching (Balmer and Stotving, 
1997).

∑	 Response to service failure: This includes the bank employee’s behavior to solve any kind of service 
failure. One study concluded that service failure result in unfavorable outcome in the form of 
exit or voice (Hirschman, 1970) and other concluded that such exit behavior is the outcome of 
consistent service failure from bank’s side (Stewart, 1998). But Clames et. al., (2007) found no 
significant impact of service failure on the customer switching.

∑	 Customer Satisfaction: This includes variables determining overall satisfaction of customers based on 
their experience with bank. As bank consumers have lower perceptions of customer satisfaction, 
they would connect to unfavorable behavioral responses (Athanassopoulos et. al., 2001). Customer 
satisfaction is an exit barrier which facilitates organization in customer withholding and directs 
to repeat purchase (Taylor and Baker, 1994).

∑	 Involuntary Switching: It consist of the factors which cause unintentional switching by the customer 
e.g. moving house, changing jobs and bank branched opening close to their area etc. Customers 
and banks do not have control on such forces which cause them to change their banks (Keaveney, 
1995). In nut shell this is the most common reason of switching behavior (Ganesh et. al., 2000).

∑	 Service products: In today’s technology driven environment offering a variety of products is vital for 
the survival and success of the business (Strieter et. al., 1999). Service products are an essential 
part of service quality and when it is associated with the technology it can reduce customer 
switching rate (Bitner et. al., 2002).



Vikas Khanna and Renuka Sharma

International Journal of Applied Business and Economic Research 214

T
ab

le
 5

 
R

es
ul

ts
 o

f F
ac

to
r A

na
ly

si
s

Fa
cto

rs 
→

St
at

em
en

ts 
↓

Service Quality (SQ)

Price (P)

Consumer 
Commitment (CC)

Reputation (REP)

Effective Advertising 
Competition (COM)

Response to service 
failure (RES)

Customer Satisfaction 
(CS)

Involuntary Switching 
(IS)

Service Products (SP)

Fa
cto

r L
oa

din
gs

1
Th

e 
ba

nk
’s 

op
en

in
g 

ho
ur

s w
er

e 
in

co
nv

en
ie

nt
. (

SQ
2)

0.
82

1
2

A
cc

es
sin

g 
A

ut
om

at
ic

 T
el

le
r 

M
ac

hi
ne

 (
A

TM
) 

w
as

 in
co

nv
en

ie
nt

. (
SQ

3)
0.

80
5

3
Th

e 
Ba

nk
 p

ro
vi

de
d 

se
rv

ic
es

 th
at

 w
er

e 
no

t a
s p

ro
m

ise
d.

 (S
Q

4)
0.

79
4

4
Th

e 
Ba

nk
 d

id
 n

ot
 in

fo
rm

 m
e 

of
 c

ha
rg

es
 in

 se
rv

ic
es

. (
SQ

5)
0.

72
9

5
Ba

nk
 st

af
f w

er
e 

im
po

lit
e 

an
d 

ru
de

. (
SQ

6)
0.

71
9

6
Ba

nk
 st

af
f d

id
 n

ot
 re

ad
ily

 re
sp

on
d 

to
 m

y 
re

qu
es

ts
. (

SQ
7)

0.
69

1
7

Ba
nk

 st
af

f d
id

 n
ot

 h
av

e 
co

m
pe

te
nc

e 
to

 so
lv

e 
m

y 
pr

ob
le

m
s. 

(S
Q

8)
0.

65
7

8
Th

e 
ba

nk
 c

ha
rg

ed
 h

ig
h 

fe
es

. (
P1

)
0.

85
6

9
Th

e 
ba

nk
 c

ha
rg

ed
 h

ig
h 

in
te

re
st

 fo
r l

oa
ns

. (
P2

)
0.

79
2

10
Th

e 
ba

nk
 c

ha
rg

ed
 h

ig
h 

in
te

re
st

 fo
r m

or
tg

ag
es

. (
P3

)
0.

74
7

11
Th

e 
ba

nk
 p

ro
vi

de
d 

lo
w

 in
te

re
st

 o
n 

sa
vi

ng
 a

cc
ou

nt
s. 

(P
4)

0.
84

3
12

Y
ou

 w
er

e 
ve

ry
 c

om
m

itt
ed

 to
 th

e 
ba

nk
. (

C
C

1)
0.

84
9

13
Y

ou
 in

te
nd

ed
 to

 re
m

ai
n 

a 
cu

st
om

er
 o

f t
he

 b
an

k.
 (C

C
2)

0.
71

2
14

Y
ou

 w
an

te
d 

to
 c

on
tin

ue
 a

 re
la

tio
ns

hi
p 

w
ith

 th
e 

ba
nk

. (
C

C
3)

0.
74

6
15

Th
e 

ba
nk

 w
as

 u
nr

el
ia

bl
e.

 (R
E

P1
)

0.
81

2
16

Th
e 

ba
nk

s w
as

 u
nt

ru
st

w
or

th
y.

 (R
E

P2
)

0.
71

4
17

Th
e 

ba
nk

 w
as

 fi
na

nc
ia

lly
 u

ns
ta

bl
e.

(R
E

P3
)

0.
86

2
18

Th
e 

co
m

pe
tin

g 
ba

nk
’s 

ad
ve

rti
sin

g 
co

nt
en

t i
nf

lu
en

ce
d 

m
y 

de
ci

sio
n 

to
 

sw
itc

h 
ba

nk
. (

C
O

M
1)

0.
83

7

19
Th

e 
co

m
pe

tin
g 

ba
nk

’s 
ad

ve
rti

sin
g 

w
or

ds
 in

flu
en

ce
d 

m
y 

de
ci

sio
n 

to
 

sw
itc

h 
ba

nk
s. 

(C
O

M
2)

0.
83

5

20
Th

e 
co

m
pe

tin
g 

ba
nk

’s 
ad

ve
rti

sin
g 

hu
m

or
 in

flu
en

ce
d 

m
y 

de
ci

sio
n 

to
 

sw
itc

h 
ba

nk
. (

C
O

M
3)

0.
73

9

21
Th

e 
ba

nk
 c

or
re

ct
ed

 m
ist

ak
es

 sl
ow

ly
. (

RE
S1

)
0.

89
1

22
Ba

nk
s s

ta
ff

 d
id

 n
ot

 m
ak

e 
an

y 
ex

tra
 e

ff
or

t t
o 

so
lv

e 
pr

ob
le

m
s. 

(R
E

S2
)

0.
82

6



Drivers of Customer Switching in Indian Retail Banking Sector

International Journal of Applied Business and Economic Research215

Fa
cto

rs 
→

St
at

em
en

ts 
↓

Service Quality (SQ)

Price (P)

Consumer 
Commitment (CC)

Reputation (REP)

Effective Advertising 
Competition (COM)

Response to service 
failure (RES)

Customer Satisfaction 
(CS)

Involuntary Switching 
(IS)

Service Products (SP)

Fa
cto

r L
oa

din
gs

23
I w

as
 n

ot
 sa

tis
fie

d 
w

ith
 m

y 
ba

nk
in

g 
ex

pe
rie

nc
e.

 (C
S2

)
0.

83
1

24
I w

ill
 n

ot
 st

ay
 w

ith
 th

e 
ba

nk
 a

s a
 c

us
to

m
er

. (
C

S3
)

0.
84

7
25

Ba
nk

 b
ra

nc
he

s i
n 

m
y 

ar
ea

 w
er

e 
cl

os
ed

 (I
S1

)
0.

85
3

26
I m

ov
ed

 to
 a

 n
ew

 g
eo

gr
ap

hi
ca

l l
oc

at
io

n(
IS

3)
0.

78
7

27
Th

e 
ba

nk
 d

id
 n

ot
 o

ff
er

 a
 w

id
e 

ra
ng

e 
of

 se
rv

ic
e 

pr
od

uc
ts

 li
ke

 lo
an

, 
m

or
tg

ag
es

, c
re

di
t c

ar
ds

. (
SP

1)
0.

86
1

28
Th

e 
se

rv
ic

e 
pr

od
uc

ts
 o

ff
er

ed
 d

id
 n

ot
 sa

tis
fy

 m
y 

sp
ec

ifi
c 

ne
ed

s. 
(S

P2
)

0.
79

4



Vikas Khanna and Renuka Sharma

International Journal of Applied Business and Economic Research 216

Conclusion and Policy implication5. 

The size of overall Indian banking system has become gigantic which includes both small and large banks 
with huge number of branch network, one of the biggest challenge faced by banks in present time is the 
switching intention of the customers. Hence it becomes more important to understand that why customers 
in India switch from one bank to another bank. Considering this aspect, the study under consideration has 
focused on the switching behavior of customers in retail banking service in India. All the factors considered 
in the present study do not work in isolation to study the switching behavior of the customer rather 
switching is the outcome of any negative service experience that is related to any of the factors discussed 
in the study. Banks should consider all the stated factors to have better relationship with their customers. 
These factors with their constructs should be considered by the banks to retain their customers and to 
measure the switching behavior off the customers too. So on the basis of the above analysis following are 
the important areas which a bank should consider to satisfy its customers; customer satisfaction, perceived 
service quality, effective advertising competition, customer commitment towards their main bank, responses 
to service failure, reputation and image of bank, price including interest rate charged and involuntary 
switching. So a bank should consider all these mentioned factors to form their business model just about 
customer needs and center operational improvements on customers most valued interactions. The present 
study enhance our knowledge of banking service consumption behavior and support service marketer to 
know their consumers and determinants of inferior perceptions of service that motivates their tendency to 
switch. Specifically relation managers in the banks should focus on the above mentioned factors in the study 
to strengthen customer relationship. Banks should search for strategies that enhance positive behavioral 
responses to customer satisfaction, interest rates service quality and advertising etc. Some of such strategies 
can be meeting customers’ desired service levels, dealing effectively with customers complaints and offering 
competitive prices to the customers. Indian banks should adapt loyalty programmes for similarity groups 
to improve support among customers. For these loyalty programmes which are already being running by 
these institutions need to be capitalized through increasing customers’ enrollment and active participation. 
Next important point is that customers are more open to external information and they believe on word of 
mouth information. So, manager should seek to make good word of mouth by turning up their contented 
customers to promoters. Last but not the least executive of the banks should give updated information to 
the customers and should tell them about the hidden service charges. In the current study to 49 per cent of 
the respondents reported that their bank does not notify them of updated information about services they 
already have purchased from them. Therefore, these issues required to be addressed to gain the optimal 
benefits of customer relationship.

References
Adalet, M. (2009), “Multi-product exporters and product turnover behaviour of new zealand firms”, Working Paper, No. 

09/01, New Zealand Treasury, Wellington, 24 April.

Anjum, A., Ghouri, A.M. and Malik, M.A. (2011). Determinants analysis of customer switching behavior in private banking 
sector of India. International Journal of Information, Business and Management, Vol. 3, No. 2, pp. 156-177.

Athanassopoulos, A., Gounaris, S. and Stathakopoulos, V. (2001). Behavioural responses to customer satisfaction: an 
empirical study. European Journal of Marketing, Vol. 35, Nos 5/6, pp. 687-707.



Drivers of Customer Switching in Indian Retail Banking Sector

International Journal of Applied Business and Economic Research217

Aydin, S. and O’zer, G. (2005). The analysis of antecedents of customer loyalty in the Turkish mobile telecommunication 
market. European Journal of Marketing, Vol. 39, No. 7/8, pp 910-925.

Bolton, R.N. and Bronkhurst, T.M. (1995), “The relationship between customer complaints to the firm and subsequent 
exist behavior”, in Kardes, F.R. and Sujan, M. (Eds), Advances in Consumer Research, Vol. 22 Association for 
Consumer Research, Provo, UT, pp. 92-100.

Boote, J. (1998), “Towards a comprehensive taxonomy and model of consumer complaining behavior”, Journal of Consume 
Satisfaction, Dissatisfaction and Complaining Behaviour, Vol. 11 pp. 141-149.

Balmer, J.M.T. and Stotving, S. (1997). Corporate identity and private banking: a review and case study. International Journal 
of Bank Marketing, Vol. 15, No. 5, pp. 169-184.

Bansal, H. and Taylor, S. (1999). The Service Provider Switching Model (SPSM): a model of consumer switching behavior 
in the service industry. Journal of Service Research, Vol. 2, No. 2, pp. 200-218.

Bansal, H.S., Irving, P.G. and Taylor, S.F. (2004), “A three-component model of customer commitment to service 
providers”, Journal of the Academy of Marketing Science, Vol. 32, No. 3, pp. 234-250.

Barr, G. (2009), “Study: reputation, products key for banks”, Houston Business Journal, available at: http://www.bizjournals.
com/houston/stories/2009/05/11/daily7.html.

Beckett, A., Hewer, P. and Howcraft, B. (2000). An exposition of consumer behaviour in the financial services industry. 
International Journal of Bank Marketing, Vol. 18, No. 1, pp. 15-26.

Bennett, R. and Kottasz, R. (2000). Practitioner perceptions of corporate reputation: an empirical investigation. Corporate 
Communications: An International Journal, Vol. 5, No. 4, pp. 224-234.

Bernard, A.B., Redding, S.J. and Schott, P.K. (2006), “Multi-product firms and product switching”, Working Paper, No. 
12293, National Bureau of Economic Research (NBER), Cambridge, MA, 12 June.

Bitner, M.J., Ostrom, A.L. and Meuter, M.L. (2002). Implementing successful self-service technologies. The Academy of 
Management Executive, Vol. 16, No. 4, pp. 96-109.

Campbell, M.C. (1999). Perceptions of price unfairness: antecedents and consequences. Journal of Marketing Research, Vol. 
36, No. 2, pp. 187-199.

Cengiz, E., Ayyildiz, H. and Er, B. (2007). Effects of image and adverting efficiency on customer loyalty and antecedents 
of loyalty: Turkish banks sample. Banks and Bank Systems, Vol. 2, No. 1, pp. 56-80.

Chakravarty, S., Feinberg, R. and Rhee, E.Y. (2004). Relationships and individuals bank switching behavior. Journal of 
Economic Psychology, Vol. 25, No. 4, pp. 507-527.

Churchill, G. and Surprenant, C. (1982). An investigation into the determinants of customer satisfaction. Journal of Marketing 
Research, Vol. 19, No. 4, pp. 491-504.

Clemes, M., Mollenkoph, D. and Burn, D. (2000). An investigation of marketing problems across service typologies. Journal 
of Services Marketing, Vol. 14, No. 7, pp. 573-594.

Clemes, M.D., Gan, C. and Zhang, D. (2010). Customer switching behaviour in the Chinese retail banking industry. 
International Journal of Bank Marketing, Vol. 28, No. 7, pp. 519-546.

Clemes, M.D., Gan, C. and Zheng, L.Y. (2007). Customer switching behaviour in the New Zealand banking industry. 
Banks and Bank Systems, Vol. 2, No. 4, pp. 50-65.

Colgate, M. and Hedge, R. (2001), “An investigation into the switching process in retail banking services”, International 
Journal of Bank Marketing, Vol. 19, No. 5, pp. 201-212.



Vikas Khanna and Renuka Sharma

International Journal of Applied Business and Economic Research 218

Colgate, M. and Lang, B. (2001), “Switching barriers in consumer markets: an investigation of the financial services 
industry”, Journal of Consumer Marketing, Vol. 18, No. 4, pp. 332-347.

Demirguc-Kunt, A. and Klapper, L. (2012), “Measuring financial inclusion: the global Findex database”, Policy Research 
Paper, No. 6025, UN, World Bank, Washington, DC, April.

Dube, L. and Shoemaker, S. (2000), “Brand switching and loyalty for services”, in Swartz, T.A. and Dawn, I. (Eds), 
Handbook of Services Marketing and Management, Sage, Thousand Oaks, CA, pp. 381-400.

Friedman, M.L. and Smith, L.J. (1993). Consumer evaluation processes in a service setting. Journal of Services Marketing, 
Vol. 7, No. 2, pp. 47-61.

Ganesh, J., Arnold, M.J. and Reynolds, K.E. (2000). Understanding the customer base of service providers: an examination 
of the differences between switchers and stayers. Journal of Marketing, Vol. 64, No. 3, pp. 65-87.

Gerrard, P. and Cunningham, J.B. (2004). Consumer switching behavior in the Asian banking market. Journal of Services 
Marketing, Vol. 18, No. 3, pp. 215-223.

Garland, R. (2002), “Estimating customer defection in personal retail banking”, International Journal of Bank Marketing, 
Vol. 20, No. 7, pp. 317-324.

Gordon, F. (2003). When does commitment lead to loyalty?. Journal of Service Research, Vol. 5, No. 4, pp. 333-344.

Grace, D. and O’Cass, A. (2003). Child care services: an exploratory study of choice, switching and search behaviour. 
European Journal of Marketing, Vol. 37, No. 1, pp. 107-132.

Hans, C.M., Hoyer, W.D. and Inman, J.J. (1996), “Why switch? Product category: level explanations for true variety-seeking 
behavior”, Journal of Marketing Research, Vol. 33, No. 3, pp. 281-292.

Heide, J.B. and Weiss, A.M. (1995), “Vendor consideration and switching behaviour for buyers in high-technology markets”, 
Journal of Marketing, Vol. 59, No. 3, pp. 30-43.

Hite, R.E. and Fraser, C. (1988). Meta-analyses of attitudes toward advertising by professionals. Journal of Marketing, Vol. 
52, No. 3, pp. 95-105.

Hirschman, A.O. (1970), Exit, Voice and Loyalty, Harvard University Press, Cambridge, MA.

Hocutt, M. (1998), “Relationship dissolution model: antecedents of relationship commitment and the likelihood of dissolving 
a relationship”, International Journal of Service Industry Management, Vol. 9, No. 2, pp. 189-200.

Kaur, G., Sharma, R.D. and Mahajan, N. (2012). Exploring customer switching intentions through relationship marketing 
paradigm. International Journal of Bank Marketing, Vol. 30, No. 4, pp. 280-302.

Keaveney, S. M., & Parthasarathy, M. (2001). Customer switching behavior in online services: An exploratory study of 
the role of selected attitudinal, behavioral, and demographic factors. Journal of the Academy of Marketing Science, 
29(4), 374-390.

Keaveney, S.M. (1995). Customer switching behavior in service industries: an exploratory study. Journal of Marketing, Vol. 
59, No. 2, pp. 71-82.

Khan, N.R., Ghouri, A.M., Sidduqui, U.A., Shaikh, A. and Alam, I. (2010). Determinants analysis of customer switching 
behavior in private banking sector of Pakistan. Interdisciplinary Journal of Contemporary Research in Business, Vol. 2, No. 
7, pp. 96-110.

Kiser, E.K. (2002). Household switching behaviour at depository institutions: evidence from survey DATA. Antitrust 
Bulletin, Vol. 47, No. 4, pp. 619-640.



Drivers of Customer Switching in Indian Retail Banking Sector

International Journal of Applied Business and Economic Research219

Kumar, A. and Shashi, C.M. (1989), “Confirmatory analysis of aggregate hierarchical market structures: inferences from 
brand switching behavior”, Journal of Marketing Research, Vol. 26, No. 4, pp. 444-453.

Kura, K.M., Mat, N.K.N., Gorondutse, A.H., Magaji, A.M. and Yusuf, A. (2012). Modeling the antecedents of customer 
switching behaviour in Nigerian banking industry. American Journal of Economics, Special Issue, pp. 29-36.

Mavri, M. and Ioannou, G. (2008). Customer switching behaviour in Greek banking services using survival analysis. 
Managerial Finance, Vol. 34, No. 3, pp. 186-197.

Mittal, B. and Lassar, W.M. (1998), “Why do customers switch? The dynamics of satisfaction versus loyalty”, The Journal 
of Services Marketing, Vol. 12, No. 3, pp. 177-194.

Oyeniyi, O. and Abiodun, A.J. (2010), “Switching cost and customers loyalty in the mobile phone market: the Nigerian 
experience”, Business Intelligence Journal, Vol. 3, No. 1, pp. 111-121.

Peters, T. (1987), Thriving on Chaos, Alfred A. Knopf Inc., New York, NY.

Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1985). A conceptual model of service quality and implications for future 
research. Journal of Marketing, Vol. 49, Fall, pp. 41-50.

Reynolds, K.E. and Arnold, M.J. (2000), “Customer loyalty to the salesperson and the store: examining relationship 
customers in an upscale retail context”, Journal of Personal Selling and Sales Management, Vol. 20, No. 2, pp. 89-
98.

Rust, R.T. and Oliver, R.L. (1994). Service quality: insights and managerial implications from the frontier”, in Rust, R.T. 
and Oliver, R.L. (Eds), Service Quality: New Direction in Theory and Practice, Sage Publications, Thousand Oaks, 
CA, pp. 1-19.

Sajtos, L. and Kreis, H. (2010), “Diagnosing the impact of patronage concentration and cross-buying in retail banking”, 
Journal of Business Market Management, Vol. 4, No. 39, pp. 151-165.

Sathish, M., Kumar, K.S., Naveen, K.J. and Jeevanantham, V. (2011), “A study on consumer switching behaviour in 
cellular service provider: a study with reference to Chennai”, Far East Journal of Psychology and Business, Vol. 2, 
No. 2, pp. 71-81.

Stefan, M. (2004). Consequences of perceived acceptability of a bank’s service failures. Journal of Financial Services Marketing, 
Vol. 8, No. 4, pp. 367-377.

Stewart, K. (1998), “An exploration of customer exit in retail banking”, International Journal of Bank Marketing, Vol. 
16, No. 1, pp. 6-14.

Strieter, J., Gupta, A.K., Raj, S.P. and Wilemon, D. (1999). Product management and marketing of financial services. The 
International Journal of Bank Marketing, Vol. 17, No. 7, pp. 342-355.

Taylor, S.A. and Baker, T.L. (1994), “An assessment of the relationship between service quality and customer satisfaction 
in the formation of consumers’ purchase intentions”, Journal of Retailing, Vol. 70, No. 2, pp. 163-178.

Tesfom, G. and Birch, N.J. (2011), “Do switching barriers in the retail banking industry influence bank customers in 
different age groups differently?”, Journal of Services Marketing, Vol. 25, No. 5, pp. 371-380.

Trotta, A., Iannuzzi, A., Cavallaro, G. and Dell’Atti, S. (2011). Banking reputation and CSR: a stakeholder value approach”, 
in Gummesson, E., Cristina, M. and Francesco, P. (Eds), Proceedings of The Naples Forum on Service 2011 – 
Service Dominant Logic, Network & System Theory and Service Science: Integrating Three Perspectives for a New 
Service Agenda, ISBN: 978-88-7431-525-3 Giannini, Napoli.

Valenzuela, F. (2010), “Switching barriers used to retain retail banking customers: some empirical evidence from a South 
American country”, Management Research Review, Vol. 33, No. 7, pp. 749-766.



Vikas Khanna and Renuka Sharma

International Journal of Applied Business and Economic Research 220

Wang, Y.G., Lo, H.P. and Hui, Y.V. (2003). The antecedents of service quality and product quality and their influences on 
bank reputation: evidence from the banking industry in china. Managing Service Quality, Vol. 13, No. 1, pp. 72-83.

Yanamandram, V. and White, L. (2006), “Switching barriers in business-to-business services: a qualitative study”, 
International Journal of Service Industry Management, Vol. 17, No. 2, pp. 158-192.

Yavas, U., Benkenstein, M. and Stuhldreier, U. (2004). Relationships between service quality and behavioral outcomes. 
The International Journal of Bank Marketing, Vol. 22, No. 2, pp. 144-157.

Zeithaml, V.A. (1988). Consumer perceptions of price, quality, and value: a means-end model and synthesis of evidence. 
Journal of Marketing, Vol. 52, No. 3, pp. 2-22.

Zhang, D. (2009). Customer switching behaviour in the Chinese retail banking industry. dissertation for the Master of Commerce 
and Management, Lincoln University, Canterbury.

Zikiene, K. and Bakanauskas, A.P. (2009). Research of factors influencing loyal customer switching behaviour. Management 
of Organizations: Systematic Research,, No. 52, pp. 153-170.


