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APRESENTACAO

A convergente dindmica geoecondmica, identificada como globalizagéo, trata-se de
um fendmeno integrativo da economia no espago, construido por meio de distintas ondas
ciclicas de acumulagéo de longa duragédo no sistema capitalista desde o século XV, a
despeito de divergentes vetores geopoliticos e geoculturais no sistema internacional.

Como fenémeno de curta duracgéo, a globalizagédo caracteriza-se nas ultimas cinco
décadas pelo aumento da interdependéncia econémica no mundo por meio da ampliagdo
do sistema capitalista no globo por meio do retorno a uma agenda com predominéncia
tecno-financeira de acumulacdo em detrimento das tradicionais agendas de acumulacao
produtiva.

Tomando como referéncia estas discussdes, “Economia: Globalizacdo e
desenvolvimento?”, trata-se de um livro cujo instigante titulo tem como objetivo despertar
questionamentos e uma ampla reflexdo econémica para se delinear possiveis explicagbes
sobre tematicas correntes de crescimento, desenvolvimento e crise no sistema de
acumulagdo capitalista a luz das sincrénicas transformag¢des em curso no mundo.

Escrito de modo colaborativo por um conjunto de pesquisadoras e pesquisadores
brasileiros, mexicanos e portugueses, o presente livro reflete o0 sentido desenvolvimentista
da globalizagdo como fenbmeno de ampliacdo das interagbes humanas, qualificando-se
assim como uma obra que reflete e é reflexo do seu préprio tempo.

A estruturacdo desta obra &€ composta por 21 capitulos que abordam diferentes
tematicas econémicas a partir de uma elastica espacializagdo que vai do local ao global,
na periodizacdo da conjuntura contemporénea, por meio de um plural recorte teorico-
metodoldgico de profissionais com distintas expertises e formag¢des académico-profissionais
prévias.

Caracterizado por uma abordagem exploratéria, descritiva e explicativa quanto aos
fins e quali-quantitativa quanto aos meios, este livro foca diferentes fendmenos econémicos
e estudos de caso por meio de uma rica triangulag¢édo tedrico-metodolégica com base no
levantamento e analise de dados primarios e secundarios e em diferentes paradigmas
cientificos.

Construido para estimular o espirito de reflexdo e criticidade sobre a realidade
econdmica em um contexto de globalizagéo, o presente livro de coleténea é indicado para
um extenso nimero de leitores, justamente por apresentar uma didatica leitura empirica que
despertara o interesse, tanto, de um publico leigo afeito a novos conhecimentos, quanto,
de um publico especializado de académicos que busca dialogar com base em tradicionais
e novas abordagens cientificas.

Excelente leitura!

El6i Martins Senhoras
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ABSTRACT: Globalization, seen as a
simultaneous transformation in economics,
politics and culture, has led to more intense
competition in different sectors of the economy.
In the banking sector the analysis of customer
satisfaction, loyalty and trust has been considered
of great interest in recent years. In this study,
we analyse the development of bank customer
satisfaction and loyalty and, with more detail, the
development of customer trust, using the results
of surveys carried out with relevant statistical
samples in Portugal and, for the first time, we also
extend this analysis to bank customers in Spain.
Scientific development, particularly in the field
of behavioural economics, which includes many
contributions from psychology and sociology, as
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well as in the field of neurology, which gave rise to
neuroeconomics, allowed for the adaptation and
change of traditional economic decision-making
theories, based only on economic rationality, in
the wake of the Cartesian dualism and Newtonian
atomism, allowing for a better understanding of
decision-making. It has been demonstrated in
previous studies that the currently most relevant
element for customer approval and loyalty to
their main banking institution in Portugal is trust.
Therefore, the growth or downward trend of
these two variables will be a good indicator to
understand the development of customer trust
in banking evolution. It has been verified that
customer trust in banking and in the development
of banks in the last years is not as negative as
could be expected, considering all the problems
that have affected this sector, mainly in Portugal.
However, customer satisfaction has been
declining over the past two years. A significant
change in the banking activity is taking place, a
different approach has been implemented, and
this change may lead to a decline in customer
trust.

KEYWORDS: Banking, bank customer, customer
satisfaction, customer loyalty, customer trust,
behavioural economics.

UMA ABORDAGEM A CONFIANCA DO
CLIENTE NO SISTEMA BANCARIO
PORTUGUES

RESUMO: A globalizagdo, vista como uma
transformagdo simultdnea na economia, na
politica e na cultura, levou a uma competicao
mais intensa em diferentes setores econdémicos.
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No setor bancério, a andlise da satisfacéo, fidelizacdo e confianga dos clientes tem sido
considerada com grande interesse nos ultimos anos. Neste estudo, analisamos a evolugéo
da satisfacdo e fidelizagcdo dos clientes bancarios e, com mais pormenor, a evolugao da
confianga dos clientes, recorrendo aos resultados de inquéritos realizados com amostras
estatisticas relevantes em Portugal e, pela primeira vez, também alargamos a andlise a
clientes bancarios em Espanha. O desenvolvimento cientifico, particularmente no campo da
economia comportamental, que inclui muitas contribuicbes da psicologia e da sociologia,
bem como no campo da neurologia, que deu origem a neuroeconomia, permitiu a adaptacéo
e mudanga das teorias tradicionais de tomada de deciséo econémica, com base apenas na
racionalidade, na esteira do Dualismo Cartesiano e do Atomismo Newtoniano, permitindo um
melhor entendimento da tomada de decisbes. Ja foi demonstrado em estudos anteriores,
que o elemento atualmente mais relevante para a satisfacdo e fidelizagcdo dos clientes a
sua instituicdo bancéria principal em Portugal é a confianca. Portanto, o crescimento ou
tendéncia de queda dessas duas variaveis serd um bom indicador para entender a evolugédo
da confianca dos clientes na evolugéo bancaria. Verificou-se que a confianga dos clientes
na banca e no desenvolvimento dos bancos nos ultimos anos néo é tdo negativa como seria
de esperar, tendo em conta todos os problemas que tém afetado este setor, principalmente
em Portugal. No entanto, a satisfacdo do cliente tem diminuido nos Ultimos dois anos. Esta a
ocorrer uma mudanca significativa na atividade bancéria, foi implementada uma abordagem
diferente e esta mudanca pode levar a uma diminuicdo da confianga dos clientes.
PALAVRAS-CHAVE: Bancario, cliente bancario, satisfagdo do cliente, fidelidade do cliente,
confianga do cliente, economia comportamental.

11 INTRODUCTION

Scientific changes in the field of behavioural economics incorporate not only aspects
of the cognitive system, known as the reflexive system, but also emotional, sentimental,
biological and cultural factors that are part of the automatic system for explaining decision
making in all spheres of life, which develops dynamically and always in situations of risk
and uncertainty.

Expansion of scientific knowledge about decision-making has led to the reasoning
that levels of customer satisfaction and trust in banks are determining factors in customer
acquisition and loyalty, which result from cognitive and emotional systems. Changes
in factors such as satisfaction and trust are influenced by changes in the behaviour of
individuals and in their decisions; prognostications of macro-decisions are rarely achieved
given the stochasticity of human behaviour, taking into consideration the lack of determinism
that has typically been used as a prerequisite in studies to predict future developments
which are based on historical data.

Keynes (1936) deepens the distinction proposed by Knight (1921) between risk and
uncertainty. Risk is a situation in which the probability of future results can be obtained
through the theory of probabilities and statistical inference, and uncertainty is a situation
where the prediction of future results, their probabilities and economic impact are based

Economia: Globalizagéo e desenvolvimento Capitulo 5 “



only on subjective estimates.

Keynes (1936) further stresses the importance of uncertainty in the economic
dynamics defining uncertainty as all the phenomena to which the calculation of probabilities
cannot be applied, and economic agents end up following animal spirits.

Recent studies by several authors - such as Daniel Kahneman and Amos Tversky
on behaviour, Anténio Damasio and Antoine Bechara, George Loewenstein and Scott Rick
on emotions in the economy, and Amartya Sen on the cultural component - allow us to
state that emotional and cultural factors, in context, can structurally alter the trend of any
economic variable based on human behaviour.

The economic crisis, which began in Portugal between 2007 and 2008, is strongly
linked to speculative activities developed by banking, growing indebtedness of families and
companies and high external obligations in Portugal, which led to a decrease in family
income, both directly and through the increase and adding of taxes, originated greater
concern with issues related with global banking regulation, calling into question the theory
of efficient markets developed by Eugene Fama in 1970 (Donério et al., 2013).

Recently, during this period of crisis, we have observed the fall of important financial
institutions as the Lehman Brothers, in the United States of America at 2008, and Banco
Portugués de Negocios (BPN) in 2018, Banco Privado Portugués (BPP) in 2010, Banco
Espirito Santo (BES) in 2014 and Banco Internacional do Funchal (BANIF) in 2015, in
Portugal.

From an Economic perspective, evidence of the crisis is made visible in the GDP
decreasing in Portugal and in Europe between 2008 and 2009, and the reduction of the
savings rate between 2007 and 2008, the slowdown of individual indebtedness after 2007,
the increase of interest rates on deposits and loans and the increase of unemployment rate
between 2008 and 2012 in Portugal.

Moreover, the Index of Economic Feeling of the Portuguese and in the Euro Zone
decreased significantly between 2007 and 2009 as we may verify in figure 1.
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Figure 1 - Index of Economic Feeling (Euro Zone and Portugal)

2| CUSTOMER TRUST

To earn customer loyalty, the company needs to gain their trust (Oliver, 1999) and
in the banking sector, trust is a key factor in the development of a long-term relationship
between customer and bank (Crosby et al., 1990).

According to some authors, such as Cooper et al. (1988), trust is related to the risk
perception that, in turn, is based on the greater or lesser level of optimism of individuals
regarding the risk involved in their decisions, depending on the expected results to be
perceived as losses or as gains, relative to a reference point (Kahneman et al., 1979;
Kahneman, 2011).

The trust consists of an intangible attribute, integrating the endowment of individuals,
reducing uncertainty in intersubjective relations, triggering the endowment effect (Thaler,
1981; Kahneman et al., 1991) that leads individuals to value more intensively the relationships
they maintain with other individuals or institutions, namely the banks to which they are
connected, this being a factor of customer loyalty. When the level of trust is high, transaction
costs decrease, which leads to higher costs of change, due to the greater uncertainty and
risk in relation to another bank, also leading to the loss of opportunities of other relationships
(Yamagishi et al., 1998).

Several factors may lead the individual to remain in a given business relationship by
re-establishing the relationship with a bank, even if it is not fully satisfied, and contributing
to the maintenance of the status quo. This is due to transaction costs or transfer costs and
to the psychological commitment to previous choices, even in the absence of risk aversion.
Thus, following Samuelson et al. (1988), the status quo bias, which translates into the
preference of individuals for the current situation, is an explanation for maintaining loyalty to
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a bank, despite the existence of some dissatisfaction with the service provided. According to
these authors, rational models that ignored the status quo “will present excessively radical
conclusions, exaggerating individuals’ responses to changing economic variables and
predicting greater instability than is observed in the world.” (Samuelson et al., 1988: 47-49).
The preservation of the reference point is an option in many decisions, since risk aversion
induces a bias that favours the maintenance of the status quo, that is, the reference point
against which the change is compared to other options. In these decisions, the transfer cost
is related to risk aversion, which implies the existence of risk and uncertainty, and that the
cost (disutility) associated with the change exceeds the utility associated with the gain.

It is important to consider the set of qualities of the good, besides the price-quantity,
which is one of the factors influencing the demand of the good or service by consumers
(Silva, 1991: 133, Lancaster et al., 1966).

In the case of client-bank relationship, trust is also related to the branch, a place
where the client has limited control regarding the employees, who may not act in the best
interests of the client. And this issue arises, above all, due to transaction costs (material and
non-equity costs) for the customers. A high level of trust, as already mentioned, reduces
transaction costs between client-bank agent, the client not being motivated to move to
another bank, thus leading to loyalty.

Coleman (1988) argued that any exchange, whether economic or social, involves an
interaction between one or more people, and the result of this interaction generates a series
of links, which, if they persist over time, will become resources for individuals, producing a
stock of human or social capital.

The primary unifying element within social capital is trust, as this is the key factor in
building a network of connections and commitments and is generated from action among
individuals (Coleman, 1988).

For Anderson and Weitz (1989), considering the two parties involved, trust represents
the belief of one party that, in the future, their needs will be met by actions undertaken by
the other party.

We can understand the concept of trust when one of the parties believes that the
service provider is reliable in delivering on its promises and that their needs will be met in
the future (Dwyer et al., 1987; Anderson et al. al., 1994; Sirdeshmukh et al., 2002).

Customers who develop trust in service providers based on their experiences have
good reason to stay in these relationships (Berry, 1995), since they present credibility and
involve trust (Moorman et al., 1992).

Considering the two parties involved, trust represents the belief of one of the parties
that, in the future, their needs will be met by actions undertaken by the other party (Anderson
and Weitz, 1989) and trust exists when one party believes that the other party is whole and
worthy of credibility, and lack of trust can pose a great threat to success (Bhattacherjee,
2002).
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Trust is stronger when there is good communication between the parties and when
partners avoid opportunistic behaviour that could harm one of the parties, especially those
who share the same values (Morgan e Hunt, 1994). This is related to the perception of risk,
which, in turn, is based on the greater or lesser level of optimism of individuals as to the
risk involved in their decisions, depending on whether the expected results are perceived as
losses or as gains (Cooper et al., 1988; Kahneman et al., 1979; Kahneman, 2011).

Berry (2002) stated that companies invest in long-term relationships not only to
attract new customers, but also to keep their current customers and earn their loyalty. To
win customer loyalty the company needs to gain their trust (Oliver, 1999), since the greater
the trust, the greater the likelihood that the customer will do business with the company in
the future and maintain a long-term relationship (Rich, 2000).

Trust functions as a vulnerability-reducing factor (Berry, 1995), since it contributes
to the reduction of uncertainties and risks associated with the acquisition of goods and
services (Ganesan, 1994).

According to Crosby et al. (1990), in the banking sector, trust is an essential factor for
the development of a long-term relationship between the client and the bank. This requires
a great deal of effort in the management of the relationship, especially when banking
transactions with the customer are initiated (Adamson et al., 2003).

The greater the trust, the higher the probability of the client doing business with the
company in the future and maintaining a long-lasting relationship (Rich 2000). Customers
who develop trust in service providers, based on their experiences, have good reason to
stay in these relationships (Berry, 1995). Companies invest in long-term relationships not
only to attract new customers, but also to keep their current customers and earn their loyalty
(Berry, 2002). To win the customer loyalty, the company needs to win their trust (Oliver,
1999).

The status quo bias, which translates into the preference of individuals for the current
situation, is an explanation for maintaining loyalty towards a bank, despite the existence of
some dissatisfaction with the service provided (Samuelson and Zeckhauser, 1988).

Keeping the status quo is an option in many decisions, since risk aversion induces
a bias that favours maintaining the status quo (the benchmark against which change is
compared) over other options (Silva, 1991; Lancaster et al., 1966).

Trust consists of an intangible, integrating the endowment of individuals, reducing
uncertainty in intersubjective relations, triggering the endowment effect, which leads
individuals to value their relationships with other individuals or institutions, banks with whom
they are connected being a factor of customer loyalty (Thaler, 1980; Kahneman et al. 1991).

In the banking sector, trust is an essential factor for the development of a long-term
relationship between the client and the bank (Crosby et al., 1990).
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31 STUDY METHODOLOGY

In this study, we used consistent empirical models with economic theory, considering
the most recent theoretical developments regarding the decisions of the individual in
behavioural economics and studies related to neuroeconomics. The use of econometric
models as dynamic models allows us to avoid the bias potentially caused by the omission
of relevant variables and capturing the adjustment of the dynamic process between the
balance and the imbalance that characterizes the decisions of individuals.

The empirical study was carried out based on answers obtained from two online
questionnaires applied to Portuguese bank customers, the first in 2014, with primary data
of 498 valid responses considered (the same issues were referred to 2007 as the time
before the financial crisis and to 2013 as a time of crisis) and the second questionnaire
in 2019, with 387 valid responses, also used as primary data. We also used secondary
data from European Customer Service Index (ECSI) 2017, Marktest BASEF, Annual macro-
economic database of the European Commission’s Directorate General for Economic and
Financial Affairs (AMECO), Bank of Portugal, Portuguese National Statistics Institute (INE)
and PORDATA from Francisco Manuel dos Santos Foundation.

Regarding the data obtained from the questionnaires, we verified the inter-item
consistency of the items used by performing the Cronbach Alpha test in SPSS, which
consists of analysing the correlation between the responses provided by the respondents.

Although there is no clear indication of what the ideal sample size should be,
Anderson et al. (1988) consider acceptable a sample of 100 to 150 respondents (Crosby et
al., 1990).

However, Hair et al. (2005) recommend at least 200 responses as the critical sample
size, which should increase if there is suspicion of poor specification of the model used or
if it is too complex.

Using statistical methodologies commonly used in this type of study, we have applied
the formulas for calculating confidence intervals to determine the minimum size of a sample.

In a generic approach, if we consider an estimated sample proportion p of a binomial
population, intending to obtain in the results of this research a confidence level of 95%,
considering a maximum error intended for the confidence interval of 5 percentage points,
the sample must have a minimum of 385 responses.

This approach, widely used to establish the minimum desirable dimension of the
sample, is adequate for the processing of sample proportion values, but in the case of this
study, since we have 498 valid answers to the questionnaire used, we can calculate the
values of the mean and standard deviation of the samples for the studied variables, because
a Likert scale with possible values of 1 to 10 was used for most items of the questionnaire.

We can consider the formula for calculating the confidence interval for the mean of a
normal population with observations number greater than thirty (n> 30) and unknown mean
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and standard deviation.

As the mean and standard deviation of the population are not known, we used
the sample mean and its sample standard deviation S . The Z (a / 2) value of the normal
distribution is 1.96 for a 95% confidence level, considering that the sample sizes used in this
study are significant (n> 30). Thus, in this case, the sampling error can be calculated by the
s SN
The average margin of error of the sample collected in 2014 is 0.16, considering

following formula: € = Z

all the questions were answered using a scale of 1 to 10, with only two of the variables
presenting a maximum error equal to 0.20. For the 2019 study, the margin of error is 0.15
for all variables and 0.20 for the questions answered using a scale of 1 to 10.

According to the calculations made, we can assume that the samples obtained with
498 and 387 valid observations are adequate to obtain reliable and valid results in the
analysis of the considered variables.

41 THE EVOLUTION OF CUSTOMER TRUST AND SATISFACTION: ANALYSIS
OF RESULTS

Considering ECSI 2017 data, we may state that customer trust decreased in the
beginning of the economic crisis and continued until 2009 and there was a slight increase in
2012 and 2013, followed by another decrease in 2014, after the numbers remaining stable
after that year (see Figure 2).

CUSTOMER TRUST

2009 to 2017
Scale 1 to 10

of the beginning of the economic ingil!llu but stabilizing
crisis. after that year

8,50 -

2008 2010 2011 2012 2013 2014 205 2018 2017
Source; EC3I

Figure 2 — Customer trust from 2009 to 2017 (ECSI 2017 — Global Results)
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With Marktest BASEF 2017 data, we may also verify that the negative effect on trust
of the economic crisis proves to be stronger in main retail banks in Portugal, except for the
Portuguese public bank Caixa Geral de Depositos (CGD) in which the beginning of the crisis
had a positive effect, as we may verify in figure 3.

Figure 3 — Customer trust from 2005 to 2017 (Marktest BASEF)

In terms of customer satisfaction, using data form ECSI 2017, we may conclude that
it continued to increase because of the improved quality of services provided by banks until
2014 and stabilized until 2016. Customer Satisfaction decreased in 2017 and the first data

for 2018 confirm the downward trend observed in 2017, as we may verify in figure 4.
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CUSTOMER SATISFACTION

2008 to 2017
Scale 1 to 10

senvices provided by banks) justify this reality)
2008 2008 2010 20t 2012 2013 2014 2015 2018 2m7

Saurce: ECSI

Figure 4 — Customer Satisfaction from 2008 to 2017 (ECSI 2017 — Global Results)

Based on Marktest BASEF 2017 data, we may conclude that despite the crisis
period, customer satisfaction increased until 2014, the year of BES resolution, justified by
the improvement in the quality of services provided by banks, as we may confirm in figure 5.

Figure 5 — Customer Satisfaction from 2008 to 2017 (ECSI 2017 — Global Results)
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Portuguese customer satisfaction with banks decreased slightly in ECSI 2017, from
7.51 to 7.42, on an evaluation scale from 1 to 10, but it is higher than the global average of
all other economic sectors, which was 7.29. The levels of satisfaction and loyalty decreased
in 2017 but not significantly. We also may verify that customer satisfaction with Portuguese
banks is comparable to that in other countries in Europe and in other continents.

The results of ECSI 2017 show that the customer satisfaction index for banks is not
lower than the average for other sectors of the economy. However, satisfaction with banks
declined slightly compared to the previous year.

ECSI 2017 also states that the assessment of customer satisfaction with banks in
Portugal is not very different from that in other countries in all continents.

The empirical study confirms that the financial crisis, which began in 2007/2008 in
Portugal, influenced the behaviour of Portuguese banking customers in reducing savings
and the volume of credit obtained from banks. It also influenced the decline in customer
satisfaction, loyalty, and customer trust in relation to their main bank.

In addition to trust, customers’ assessment of their bank’s image has also lowered
during the period of financial and economic crisis and loyalty has also decreased significantly,
in regard to the likelihood of customers recommending their main bank to others.

At the start of the financial crisis, the ECSI (ISEGI, APQ and IPQ) and Marktest
BASEF also show a decline in customer trust in Portuguese banks, with particular emphasis
on private banks.

Itis also evidenced that the emotional component, considered in the perspectives by
Damaésio et al. (2005) and Loewenstein et al. (2008), and the cultural component, according
to Sen (2004), influenced the behaviour of bank customers in Portugal in evaluating their
overall satisfaction and level of loyalty to their main bank in the period economic crisis. The
variable that stands out the most is the trust oriented directly to the emotional perspective
of the idea of the existence of a crisis. This can be seen in figure 6.

Figure 6 — Decrease of customer satisfaction, loyalty and trust during the crisis (Own elaboration)
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In the same study, it was confirmed that the assessment of the image and trust
lowered during the period of the economic crisis, with greater emphasis on the decrease in
trust and loyalty, as did the likelihood of customers recommending their main bank to others.

At the beginning of the economic crisis, ECSI and Marktest BASEF also showed a
decrease in Portuguese customers’ trust in banks, with a greater emphasis on non-public
banks.

As trust is the main factor for satisfaction, we can infer that the good results verified
for Customers Satisfaction in previous years prove that Portuguese customers continue to
trust banks. Yet, something is happening, because last year Customer Satisfaction Level
decreased, which can be explained by the offer of unattractive fees, by the increase in
commissions charged by banks, as a compensation for the decrease in the difference
between active and passive interest rates. The use of new technologies has also influenced
the decrease of direct personal contact with customers.

The decline in the level of satisfaction in 2017 can be explained by the lack of interest
rates, given the recent international financial situation, by the increase in commissions
charged by banks, as a compensation for the decrease in the difference between active
and passive rates, and by the use of new technologies, which lead to less direct personal
contact with customers.

These facts evidence a significant shift in the banking activity, a rather different
approach. This means that the banking activity is changing, and this new way may lead to
a further decline in customer trust and, as everything in life, trust will be crucial to ensure
the future of banking.

Through the answers obtained in the questionnaire, we can identify the most relevant
factors to guarantee customer satisfaction and loyalty, and this analysis was carried out
through two complementary approaches.

The first one through the analysis of the direct answers of the customers that
identified which factors they considered having gained more relevance for satisfaction and
loyalty, and also those that they considered having lost relevance with the economic crisis.
The second one, through the use of multiple regression models to identify the weightier
factors contributing to customer satisfaction and loyalty.

From customer-perceived perceptions, the factors that have gained most relevance
in contributing to satisfaction and loyalty during the period of the economic crisis were
the clarity of the information provided, the price of the products and services offered, the
problem-solving ability, and counselling of agents.

The choice of these factors as more relevant in a period of crisis allows us to confirm
the importance of banks correctly informing their customers, who have become more
sensitive to the price of banking products and services, and that problem solving and good
advice of the products and services appropriate to the customers’.

In times of crisis, with fewer resources available to customers, applying resources
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correctly becomes more relevant.

The main factors that lose relevance during the economic crisis in the declarative
way are the contact by the bank and the waiting time to be attended.

The choice of these factors by the customers shows that being contacted by the
bank, from the perspective of proactive contact with the client, and the waiting time to be
attended, become less importance.

This can be justified by the investment banks have made in the implementation
of Customer Relationship Management (CRM) systems and, more recently, Customer
Experience Management (CEM).

The valuation of customer trust in the period of crisis and the weight of this variable
in the overall satisfaction of customers have both lowered.

According to the statements by customers, the factors that currently contribute most
to loyalty are trust and compliance with deadlines by the bank, and the most important
variable is trust. However, both customer valuation and the weight of this variable decreased
in the period of economic crisis.

In the set of the two analyses carried out, both for global satisfaction and for loyalty,
the most important variable in terms of importance in the two moments considered, before
and during the economic crisis, is trust.

The importance of trust is made evident, as we have previously pointed out. in the
fact that there is some uncertainty resulting from the economic situation of the country
and that some banking institutions disappeared due to the crisis, confirming Berry’s (1995)
conclusion that customers who develop trust in service providers based on their experiences
have good reason to stay in these relationships.

We also find that there is a greater requirement for the clarity of information provided
by banks, a greater sensitivity to the price charged for their offer of banking products and
services, a greater requirement for problem solving skills and a greater importance regarding
banking advice.

We conclude that satisfaction is important to ensure customer loyalty, confirming
Oliver (1999), who argues that satisfaction is one of the key concepts for earning loyalty,
since loyalty does not exist without satisfaction.

51 THE EFFECTS OF THE ANALYSIS AND THEORETICAL SUPPORT

In this situation, we confirm that customers assess their trust level poorer when
faced with the current economic crisis situation, given that, according to Perspective Theory,
Kahneman et al. (1979), the effect of the expectations of losses becomes more intense,
given its function to be convex, due to the decrease of disposable income that accentuates
the disutility of any costs.

According to Kotler (2000), competition can bring down products and services very
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quickly, and the cost of attracting new customers to a company could be up to five times
higher than the cost of retaining current customers. We confirm the hypothesis that, in
times of economic crisis, attention must be paid to providing services and care for existing
customers. This can be explained by the endowment effect and the consequent asymmetric
assessment of the costs and benefits perceived by individuals.

Through the responses obtained in the questionnaire used for this study, considering
the period of economic crisis, we confirm that the overall satisfaction of customers in regard
to banks depends on the satisfaction with their service and that client loyalty and trust
depend on their global satisfaction.

In our view, these relationships can be justified, since good service provided by
banks is fundamental to guarantee a better quality of service and potentiate the increase of
customer’s satisfaction, which translates into the framing effect (Tversky et al.; 1981), - how
the problem is presented affects decision.

On the other hand, customers who are satisfied and trusts their main bank tend to be
more loyal because, if there are no other differentiating factors in the competition, such as a
better price for products and services that might lead the customer to think of a prospect of
utility, the client will not feel the need to change bank.

This result confirms Oliver’s (1999) assertions that in order to achieve customer
loyalty a company needs to be trusted. Rich (2000) believes that with greater trust, the
probability of the client doing business with the company in the future and maintaining a
long-lasting relationship will be greater.

As mentioned in the introduction, according to Crosby et al. (1990), trust in banking
is an essential factor in the development of a long-term relation between the client and the
bank. This connection requires a great deal of effort in managing the relationship, especially
at the start of banking transactions with the customer (Adamson et al, 2003).

The economic models associated with decision-making are consequential by
nature and assume that decision-makers choose alternatives for action, assessing the
appropriateness and likelihood of their consequences, integrating this information through
expectations based on calculations.

The alternative chosen by a decision maker may not be the one that is most useful
in the light of the neoclassical theory of utility, i.e., people’s preferences for uncertain
outcomes are represented by a function involving different variables, such as financial
return, probability of occurrence, and risk aversion.

In this perspective, people with different assets, expectations and preferences
have different points of reference and, therefore, their decisions vary. These decisions are
affected by how the expected results are perceived. This theory of perspective (Kahneman
et al., 1979) considers that investors do not act only from a rational point of view, according
to the neoclassical theory, but the same decisions are influenced by emotional, biological
and context factors.
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We can also infer from the analysis of the results that the client, in times of economic
and social crisis, is more sensitive to the usefulness of the price charged by banks for their
products and services. In this perspective, he or she may become less loyal to their main
bank due to considering that the marginal utility of a good increases with its reduction, along
with the endowment effect.

According to Kotler (1998), perceived quality is one of the important factors to
achieve customer satisfaction and is also a fundamental variable to guarantee their loyalty.
A good quality service or product is a key factor in achieving customer loyalty.

We have also verified that the development of the image and assessment of
customer trust in relation to their main bank decreased during the period of economic crisis,
in particular, a decrease of trust.

Customer loyalty, the probability of repurchasing products and services offered their
main bank, also declined significantly, as in 2007 the probability of customer repurchase
was 76.7%, having decreased 4 percentage points to 72.7 %. The same applies to the
probability of customers recommending their main bank, which was 72.9% before the crisis
and fell 4.2 percentage points to 68.6% in 2013.

Customer trust in relation to their main bank is reduced in view of the crisis, which is
obviously confirmed by the fact that banks have disappeared in recent years as a result of
the crisis both at national and international level.

In terms of emotional expectation, we can conclude that customer trust in their main
bank declines significantly before the crisis factor.

Moreover, trust in the Portuguese banking system in general is the variable with the
lowest rating of all the variables analysed in this study, which evidences a rather pessimistic
behaviour of the customers regarding their national banking system.

61 CULTURAL AND BEHAVIORAL PERSPECTIVE

Although some economists feel tempted by the idea that all human beings behave
the same way, there is much evidence to indicate that this idea is not generalized and that
cultural factors influence economic behaviour (Sen, 2004).

Cultural influences can cause a big difference in ethics, responsible behaviour,
motivational spirit, dynamic management, entrepreneurship, risk-taking and a variety of
other aspects of human behaviour that may be crucial to economic success (Sen, 2004).

Considering the role of cultural aspects in customer behaviour, the geographic areas
of the north and south of Portugal, we can attest that the mean values of global satisfaction
and customer loyalty values are higher in the northern part of the country. Through the
X2 adjustment test, we have confirmed that there are significant differences in customer
behaviour in terms of loyalty, both in 2007 and 2013. In the case of satisfaction, this
difference is only significant in 2007. This means that this difference in satisfaction is not so
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relevant in a period of economic crisis.

Considering that the difference obtained for customer loyalty in the two regions is
higher than the margin of error of this study, we can conclude that there is evidence of the
influence of the housing regions on the level of customer loyalty which, due to their own
cultural factors, influence customer behaviour.

This behaviour has also been confirmed in the evaluation of global customer
satisfaction, with better results in the northern region of Portugal, confirmed over the last
years by the Marktest BASEF data, which shows higher evaluation in customer satisfaction
in the north of the country when compared to the south.

Given that banks have focused on improving service quality and more even offer of
products and services throughout the national territory, we can infer that the difference is
due to cultural factors and not to differences in behaviour of banks in the north and in the
south of the country.

In the analysis carried out in terms of education, we can conclude that customers
with the highest levels of education, with masters or PhDs, are more demanding in the
evaluation of their main bank.

Customers who are just satisfied are more willing to switch providers when a better
offer comes up. Customers who are fully satisfied will be prone to change (Kotler et al.,
1998). A very satisfied customer creates an emotional link, beyond rational preference,
which provides consumer loyalty (Kotler et al., 1998). For customer-centred companies,
customer satisfaction is both a goal and a marketing tool. Companies that achieve high
customer satisfaction rates make sure that their target market is aware of this (Kotler, 2000).

In these circumstances, understanding the client’'s concerns and anticipating any
problems are very important. However, fixing faults that may exist will be paramount.

We can explain the decline of trust in banks by Portuguese customers in the
economic crisis as related to a pessimistic behaviour. According to Perspective Theory
(Kahneman et al., 1979) the effect of the loss of expectations becomes more intense due
to its convex value function. Humans are unpredictable and often not consistent, and they
are generally averse to increased risk and prone to losses and the decrease in disposable
income accentuates the disutility of any costs.

Competition can topple products and services very quickly and the cost of attracting
new customers to a company could be up to five times higher than the cost of retaining
current customers (Kotler, 2000). This reality shows us how focusing on the relationship with
existing customers is important, as well as improving the quality of products and services
provided, as well as clearly stating the risk and evidencing more security in the offered
products.

Satisfaction is important to ensure customer loyalty, as stated by Oliver (1999), who
argues that satisfaction is one of the key concepts for earning loyalty, because loyalty does
not exist without satisfaction. However, satisfaction is not the only element determining
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loyalty. Hennig- Thurau et al. (2002) confirmed this fact, which had been previously
mentioned by Reichheld (1994), Jones and Sasser (1995).

71 TOPICS ON THE CHALLENGE OF CUSTOMERS’ TRUST WITHIN THE
DEADLINE: THE “FACE-TO-FACE” DILEMMA

Customers are at the core of banking, which aims to meet their needs for financial
services. These services are a means rather than an end, since customers hold the power.
Any future banking model will not work if imposed to customers. There is no future for that
type of model. Customers have tools at their disposal, but the human element will continue
to be decisive for trust enhancement. Millennials (those born between 1980 and 2000) are
not the sole customers; there is a still a group of the population whose financial literacy is
lower and whose habits are those of previous decades, both in European countries and
in countries belonging to the OECD (Banco de Portugal, 2016; Lisack et al, 2016. The
more open and inclusive is a banking offer, the better conditions it creates for customer
trust. We believe this interaction becomes increasingly distant, so the fact that banks are
available, that they do not fail and the immaterial nature of the business, as well as the fact
that customers are free to choose their path, makes communication channels crucial for
banks to keep in touch with customers. The banking activity will continue but it will be less
important in the future and it will not necessarily be conducted by banks. There are native
digital customers and analogical customers. The challenge that banking has to face is to
make the digital part of the lives of older or less digital customers (Guillemet 2018). There
have different requirements and want to feel secure and confident in their choices. That
trust is brought by interacting with people that are physically present, with whom they can
speak face-to-face. The segmentation of banking services will lead them to opt for specific
bank. The banking sector will alter its structure in terms of client interaction: the account
manager will become a specialized financial advisor who can act as intermediary in all types
of operations and will not have to be physically close to customers. This banking advisor will
not be the bank clerk as we know it today. That is the face-to-face dilemma.

The digital in the banking system started as a service provider that has no time
or place restrictions. In Portugal, banks aim that a high number of customers use digital
and mobile channels. However, the digital has implied structure costs that have a relevant
impact on cost-to-income and banks now aim to lower that indicator. Customers do not want
financial products and services whose risks are not visible at a time of economic growth, but
which can be serious in the future. However, through the app, customers may deposit or
withdraw money at the entrance of their company or home. Scheduling the meeting is rather
simple. A bank agent drives a car that has deposit and withdrawal capabilities, a service that
assists shop owners. This is not fiction. Banks will offer more and more mobile services.
This is true today and will continue to expand. The Polish bank, Idea Bank, founded in
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2010, offers this service and is highly success in Poland in view of its innovative nature,
namely, mobile deposit service. Idea Bank customers are nowadays mainly business
owners. In Portugal, Activo Bank, which belong to Millennium BCP, has now an extended
schedule (it is open until 8 p.m.) and has optimized its branch network. Some banks are
providing its customers managers with tools, allowing then to create new client accounts
in fifteen minutes. These are all strategies to reduce the distance between banks and their
customers, thus making customers aware of a new type of branch that will provide them with
the services offered in traditional ones.

81 RECENT INVESTIGATION

In the first quarter of 2019 we conducted a new survey of Portuguese bank customers,
with 387 valid responses.

With the results obtained in this new survey, we can compare the evaluations of
questions with answers on the scale of 1 (worst evaluation) to 10 (best evaluation) associated
with trust, loyalty and overall satisfaction with those obtained in the questionnaire conducted
in 2013 with the two periods previously studied:

Trust Loyalty Satisfaction
Average in 2019 7.30 7.36 715
Average in 2013 7.41 7.54 7.18
Average in 2007 7.87 7.90 7.63

Table 1 — Evolution of Trust, Loyalty and Overall Satisfaction with banks (scale 1 to 10)

We may verify that the assessment of all three variables has declined, which confirms
our view that something is changing and that the trust, loyalty and overall satisfaction of
bank customers tends to decline.

As we can see in the previous table, trust was the variable that decreased the most in
relation to 2007, having decreased about 7.3%, but the other two variables also decreased
significantly, about 6.8% for loyalty and 6.3% for overall satisfaction.

Compared to 2013, the variable that decreased the most was loyalty, at about 1.5%,
followed by trust at about 1.5% and overall satisfaction at about 0.4%.

But in order to understand which factors may be contributing to this fact, we included
a question to allow customers identification of which factors, in their opinion, could most
penalize satisfaction with their primary bank, and could choose more than one option,
resulting in the following results:
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Factors Number of Answers Peff;ﬁ%: of
Charge for services commissions 328 85.4%
Low interﬁiﬁﬁ::{; financial 147 38.3%
Difficulty on obtaining credit 84 21.9%
Others 37 9.6%

Table 2 — Factors that are penalizing bank customer satisfaction

We also analyzed the results obtained with questions, with a scale from 1 (not
relevant) to 5 (very relevant), related with the importance of having access to human contact
in care, evaluated with a average of 4,2, satisfaction with new technologies replacing human
contact with 3,7, trust in new technologies replacing human contact with 3 and trust in the
future of national banking with 2,87.

91 CONCLUSIONS

This empirical study has allowed us to conclude that the economic crisis, which
started in Portugal between 2007 and 2008, influenced the behaviour of Portuguese banking
customers, who decreased their savings and the amount of credit obtained in banks. We
also confirm the decrease in customer satisfaction, in the level of customer loyalty and in
trust in their main bank.

The emotional component, according to Damasio (2005) and Loewenstein et al.,
(2008), and the cultural component, according to Sen (2004), influence customer satisfaction,
customer loyalty and customer trust in a period of economic crisis.

Regarding the cultural aspects of Portuguese customers’behaviour, there is evidence
of differences due to geographical residence in terms of satisfaction assessment and
customer loyalty. Satisfaction, trust and loyalty show better results in the north compared
to the south of Portugal. Banks have invested in improving the quality of services, as well
as on product and service offer is in the entire national territory which have had a positive
impact on customer perception. Education is also important for customer satisfaction, trust
and loyalty. The overall satisfaction, trust and loyalty of customers with higher levels of
education are lower than of other customers. Customers with a higher level of education are
also more demanding in their evaluation of their main bank.

The most relevant factors for loyalty in a period of economic crisis, based on
explanatory regression models and sorted by relevance, are:
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1. Customer Global Satisfaction;
. Customer Trust;

. Correct carrying out of orders;

2
3
4. Quality of the offer;
5. Meeting deadlines;
6

. Support to customer decision.

We emphasize that for customer loyalty, support to customer decision is a factor
that we obtain by means of the declared information and through the result obtained in the
multiple regression (which evidences its relevance).

Also using explanatory models, the most relevant factors for Global Satisfaction in a
period of economic crisis, sorted by relevance, are:

1. Customer Trust;

2. Correct carrying out of orders placed;

3. Ability to solve problems;

4. Support to customer decision;

5. Friendliness and availability of employees;
6. Price of banking products and services;

7. Quality of the offer.

For global satisfaction, the price of products and services, ability to solve problems
and support to customer decision are factors that were obtained through declarative
information and as a result of multiple regression, which confirms their importance.

It has been scientifically demonstrated that trust is a very important factor for
satisfaction and loyalty of bank customers. We may also refer that Customers Global
Satisfaction is the main factor for customer loyalty.

The results obtained allow us to state that the trust in banks of Portuguese customers
has decreased in recent years. However, even with the economic crisis and all the problems
that occurred due to some banks failing in Portugal, customer trust in banks is not lower
than the average trust in other sectors of the Portuguese economy.

Despite the decline in customer trust, the satisfaction level with the Portuguese
banks is not significantly different from that in other European countries as stated in ECSI
2017 study.

With the results obtained in the questionnaire carried out in 2019, we have compared
the answers to the questions by means of 1 to 10 scales regarding trust, loyalty and overall
satisfaction and compared them with those obtained in the questionnaire carried out in
2013.
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The evaluation of all three variables has lowered, which confirms our view that
something is changing, and trust, loyalty and overall satisfaction of bank customers is prone
to decrease.

We have realized that trust was the variable that decreased the most in relation
to 2007, having decreased by around 7.3%, but the other two variables also decreased
significantly, around 6.8% in the case of loyalty and 6.3% in the case of overall satisfaction.
In relation to 2013, the variable that decreased the most was loyalty, around 1.5%, followed
by trust, around 1.5% and overall satisfaction, around 0.4%.

With the results obtained with the recent inquiry conducted in 2019, we verify the
decrease trend of Customers Trust, Loyalty and Satisfaction and we may conclude that the
factors that are contributing to the decrease of customers satisfaction in regards their main
bank are:

1. The charging of commissions for services, with 85,4% of the customers answers;
2. Low interest rates for financial investments with 38,3%;

3. Decreased human contact due to the use of new technologies with 28,6%;

4. The difficulty in obtaining credit with 21,9%;

5. Other Factors with 9,6%.

We also verified the importance given by customers to the existence of human
contact in the service at bank branches, with an average of 4.2 on a scale of 1 to 5 and the
poor trust assessment in the future of Portuguese banks, classified in average with 2.87. In
this case, the confidence interval for the average trust rating in the future of national banks,
with a confidence level of 95%, will be between 2.77 and 2.97, considering a error margin
of 0.10, which leads us to conclude that the trust will be in average below 3 and we may
consider that this is a result a result that shows some pessimism on the customers side.

In this study we have highlighted the importance given by customers to human contact
in banking branches and the weak evaluation of trust in the future of national banking, which

leads us to conclude that customers have a pessimistic perspective regards banks.

10 | FURTHER FUTURE STUDIES AND ANALYSES

The results obtained in this study are mostly obtained through questionnaires applied
to Portuguese banking customers. Further studies should imply extending the scope to
other European countries, firstly Spain, in order to conduct a study on the Iberian Peninsula.
This would allow us to test and eventually confirm our conclusions.
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