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Abstract:

As banking clients and depositors became more service- and price-conscious in their purchasing behavior of
financial services, their banking behavior was increasingly prone to change. Thus, bank customers tend to switch
banks due to underlying factors that influence their behavior. However, banks strive to retain and attract more
clients as this may increase their future income and reduce the risk of liquidation. The banking industry of South
Africa is characterized by a concentration of dominance by fewer large banks. Hence, this study used a self-
administered questionnaire in the economic hub of South Africa where most bank customers reside, Gauteng, South
Africa. Customer satisfaction has been recognized to play a crucial role in success in a competitive banking
environment. Thus, this paper investigated the influence of customer satisfaction on bank-switching behavior in a
South African context using structural equation modeling. The findings show that customer satisfaction and bank
reliability and empathy significantly influence depositors’ behavior to switch between banks. It was also found that
a relationship exists between behavioral finance biases and the bank-switching behavior of depositors. The novelty
of this paper is that understanding how depositors make their financial decisions and how they form their risk
perceptions will contribute to managing banking risks. It may also advise banks on what will cause bank customers
to switch from their bank to another.
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1. Introduction

The prominence of customer switching originated
from the 1980s deregulation of the global banking
industry (Clemes et al., 2007). Hence, a rise in the
competition has since emerged in the banking industry
as it has become easier for new entrants, such as banks
and non-bank financial institutions, to enter the market
(Clemes et al., 2007). In the 21st century, new
technological advances have led to a dynamic,
transformed and highly competitive banking industry
environment (Beerli et al., 2004). Banks are
increasingly driven by customer-oriented principles
rather than traditional product-oriented banks (Beerli et
al., 2004). High-quality marketing services can be
implemented through customer orientation behavior.
Buying behaviors of consumers depict more service and
price consciousness due to new technological advances
and deregulation.

In the early 1980s, the South African banking
industry was strictly regulated, however, financial
liberalization programs were implemented, which
created opportunities for customers to access more
diversified larger banks domestically (Singleton &
Verhoef, 2010). The financial banking sector of South
Africa is found to be concentrated (Okeahalam, 2007).
The top five larger banks in South Africa based on
market share are Standard Bank, Amalgamated Banks
of South Africa, Capitec Bank, First National Bank, and
Nedbank. A total of 90% of the private assets of banks
in the country were held by these banks. New
technological advances have increased competition
within the banking sector. Okeahalam (2007) supports
that South African banks are slowly but surely moving
toward efficiency. This provides customers with a
choice of switching amongst the affordable banks that
provide good quality services and have a good
reputation.

Recent technological advancements in the banking
industry have heightened the need for customer
retention. Financial institutions have increasingly
provided their customers with remote access to services
through online banking (Bauer & Hein, 2006). Best-
performing banks hold a notion that they heavily rely
on customers since they are the reason for doing
business (Mohsan et al., 2011). In South Africa, a study
by Singh (2012) indicates that online banking was
utilized more by males compared to females, whereby
security issues were under scrutiny by non-online
bankers. The influence of demographic factors will play
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a significant role in determining the levels of risk
tolerance of South African depositors. Several financial
institutions are seeking alternative approaches relating
to cost reduction, customer satisfaction, differentiation
of products and services as well as improving efficiency
(Maduku, 2013). This can be seen as a customer
retention strategy to mitigate risks and maximize
revenues. The bank-switching behavior of customers
from one financial institution to another is not limited to
market circumstances, as comprehensive models exist
in some literature (Bansal et al., 2005).

The realization of future profit for any company is
influenced by customer switching (Ghouri et al., 2010).
Hence, customer bank switching can reduce the income
of one bank and increase the income of another bank,
creating risk for banks and liquidation problems.
Customers incur costs when switching between
financial institutions. Switching costs are the costs that
prevail over agents of the economy due to the change of
a supplier. Long-term relationships and customer
loyalty gain are arguably priorities for many business
organisations (Barroso & Picon, 2012). Quality of
service is frequently perceived as an essential
prerequisite for sustainability and the establishment of
satisfying relationships with customers that are valued.
Thus, attaining value perception of customers’ insight
as a foundation for service development and quality
improvements is through learning from their switching
behavior and complaints (Edvardsson & Roos, 2003).

It can unlikely be argued that customer satisfaction
is crucial for the loyalty of customers in banking (Bick
et al., 2004). Nonetheless, customer orientation and
good quality of service are imperative for customer
satisfaction achievement. In the fast-growing digital age
of technology, banks need to be highly competitive to
retain customers and manage risks. Delivering offerings
that consist of value or competitive benefits to a
customer is vital for the effective competency of an
organization in a certain market (Devlin, 2000).

Although bank-switching behavior has been widely
studied, previous research studies investigating the
determinants of depositors’ bank-switching behavior
are limited, especially in South Africa. Ferreira (2018)
maintained that past studies mainly focused on
electronic banking and deposit insurance. Hence, this
study examines the determinant factors of bank-
switching behavior to contribute more insight into
limited studies of customer bank-switching behavior in
South Africa.
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2. Literature Review

The emergence and evolution of new business
models and technology will give rise and change to
customer expectations in terms of banking services.
Customer retention and bank services are believed to be
enhanced by incorporating new technology (Yang &
Peterson, 2004). Previously, automated teller machines
(ATM’s) were a breakthrough regarding technology in
the banking sector. The more ATMs were introduced,
the more it was accessible to various customers. In
more recent years, technology has even developed
further where online banking has become a pivotal
influence on the banking structure and is leading the
new nature of banking (Abdullahi, 2012). Abdullahi
(2012) elaborated that online banking became
prominent through the merger of information
technology and banking activities, which made it easy
for customers to transact with their banks. Online
banking is defined by Jamaluddin (2013) as a system
that enables customers, businesses, and financial
institutions to obtain information about products and
services, transact business, and access accounts at home
or from offices. Moreover, Banstola (2007) stated that
an increasing number of banks across the world provide
deposit products and credit online.

As more banks are shifting toward online banking,
Banstola (2007) indicates that banks may find new
opportunities along with emerging strategic and
operational risks. The benefits include efficiency, a
competitive advantage, improved business turnover,
enhanced automation models and improved image. The
growing competition in online banking has encouraged
banks to incorporate innovative automation to remain
competitive (Abdullahi, 2012). The online banking
benefits are accompanied by challenges. The lack of e-
commerce knowledge and technology costs are among
the major challenges (Ojeka & lkpefan, 2011). Security
concern is the most crucial challenge (Yang & Peterson,
2004). Additionally, the challenge of older people being
unfamiliar with the usage of the Internet, thus becoming
reluctant to use online banking. Given the rapid growth
in technological advances in South Africa, banks will
require greater use of resources to mitigate these
challenges to ensure that they satisfy customer privacy
needs. Functions of risk will have to adapt to the new
evolving types of risks that might need new tools and
skills (Harle et al., 2015).

The perceptions of customers are inevitable if a bank
wants to succeed. The reason can be that banks might
need to examine customers regarding their perceptions
to drive retention and satisfaction (Mburu, 2012).
Additionally, Mburu (2012) maintained that it becomes
difficult to meet the expectations of customers without
the knowledge of their perceptions they consider
fundamental when assessing their experiences. As
highlighted by Ferreira (2018), the risk perception of
depositors about their banks is crucial to the banks’
profitability and prosperity. Hence, depositors’
perceptions need to be considered by the banks.

Perceptions management directly affects the delivery of
services, development and design, whereby perceptions
of customers directly influence the valuation of the
provided services (Cole & Dale, 2005). This gap is due
to service providers assuming that they are informative
about the perceptions of customers (Cole & Dale,
2005).

2.1. Bank Switching

Increased switching behavior of customers was
driven by global banking deregulation early in the
1980s (Clemes et al., 2007). An immense pressure in
the global landscape during the 1970s to deregulate the
financial markets led to the liberalization of
international banking (Singleton & Verhoef, 2010).
Slow economic growth, interest rate differentials and
expansion to attract customers from foreign countries
could be the reasons why banks are drawn to the global
market (Singleton & WVerhoef, 2010). The financial
sector was dominated by banks for many years because
of the high entrance cost, distribution network facilities,
and strict government regulation. The removal of
regulatory restrictions within the banking industry has
allowed new entrants to enter the market, thus
enhancing competition, which may force banks to
improve their competency (Singleton & Verhoef, 2010).

The entrance of new competitors provides customers
with various choices. Customers become more service-
and price-conscious in their purchasing behavior of
financial services (Vyas & Raitani, 2014). Furthermore,
as products and services in banking are virtually
identical, this might prompt the likelihood of customers
switching between banks (Vyas & Raitani, 2014).
Generally, customers indicate a low bank switching
propensity (Gerritsen & Bikker, 2018). A research
finding by Callari et al. (2016) in the United Kingdom
also points toward lower bank switching propensity as
they indicated that, in a given year, only 3% of
customers switched between banks.

After many years of strict regulation in the South
African banking sector, deregulation has become a
fundamental factor. The implementation of financial
liberalization programs within the banking industry has
been Dbeneficial to banking customers (Singleton &
Verhoef, 2010). The performance standard increased
due to the competition brought by new banks and non-
bank financial institutions (Bick et al., 2004). This
granted customers choices and access to more financial
services from competitive banks (Singleton & Verhoef,
2010). The bank-switching behavior of customers has
been explored in a large and growing body of literature.
The term bank-switching behavior is coined as a
customer’s exit from one bank to another. Bank
switching occurs when a customer stops purchasing
certain services. However, customer switching behavior
involves replacing the services of the current bank with
the services of another bank. Similarly, bank-switching
behavior can be seen as a shift of customers from one
bank to another or choosing the services of another
bank. Moreover, customer bank-switching behavior is



Ferreira-Schenk & Dickason-Koekemoer. Influence of Behavioural Finance, Customer Satisfaction, and Service Quality on Bank-Switching

211

Behavior, Vol. 60 Autumn/Winter 2022

an act of loyalty to one bank, however, they switch to
another bank due to poor services or bank problems.
The reasons that explain the decision of customers to
switch banks are complex and numerous.

Many researchers, such as Ghouri et al. (2010) and
Vyas and Raitani (2014), have shown that customer
bank-switching behavior is influenced by various
factors. These factors include prices, advertising
(Ghouri et al., 2010), service failures, inconvenience,
competition, customer satisfaction and reputation (Vyas
& Raitani, 2014). Some literature categorized pricing,
service failure, and denied services as major factors for
bank-switching behavior of customers. A research
finding by Yavas et al. (2004) points toward customer
services in terms of quality.
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Figure 1. The switching process model

Moreover, Yavas et al. (2004) point out that positive
word-of-mouth is closely related to tangible aspects of
the quality of service, while satisfaction and switching
behavior are related to the quality of service elements of
time. Satisfied customers might share their customer
service experience at an organization with more than
five people, whereas dissatisfied customers can share it
with more than ten people (Mohsan et al., 2011). This
suggests that customer satisfaction can be one of the
crucial factors to determine customer switching
behavior.

2.2. Customer Service

Recently, a considerable amount of literature has
been published on customer satisfaction and retention.
There is a consensus among researchers that the
retention of existing customers is more essential than
the ability to attract new customers (Mishra, 2010). In
contrast, instead of retaining existing customers,
managers continuously focus on attracting new
customers. Customer satisfaction is considered an
important business strategy and the scale, on which
many banks establish their standards (Mburu, 2012).
However, for superior service, customer satisfaction is
insufficient as a single factor, as customers switch

between banks due to bank failures and service quality.
The customer’s decision to switch to another bank is
illustrated in Figure 1.

2.3. Behavioral Finance

The financial decision-making behavior of
depositors depends on behavioral finance biases.
Behavioral finance consists of three elements: firstly,
knowledge of finance, secondly, knowledge of
economics and lastly, cognitive psychology when
making financial decisions (Zindel et al.,, 2014).
Behavioral finance originated from the irrational
manner, in which market participants make financial
decisions.

Behavioral finance biases emanate from previous
research that suggests that individual financial choices
under uncertainty are contradictory to rational financial
decisions. These biases are aimed at explaining the
causation of depositors’ financial decision-making
behavior. Generally, the behavioral approach of bank
customers focuses on product or service repurchase,
bank charges, brand allegiance, and complaining
behavior until customers decide to switch banks. These
measures stem from customers' behavioral intentions.
Additionally, the behavioral intentions of customers can
be perceived through their decision to switch or remain
with the bank. Behavioral intentions are related to
customer experience. Thus, if a customer’s experience
evokes positive emotions, it is highly likely that the
customer will repurchase the service. Positive outcomes
are associated with positive emotions (Babin & Babin,
2001). Emotions, experiences and financial events can
be understood using models whereby there is
incomplete rationality of agents. Table 1 highlights the
behavioral finance biases in the context of depositors.

Table 1. Behavioral finance biases of depositors
Description

Depositors base their financial decisions
on their perception of the past
performance of a bank.

Depositors base their financial decisions
on their superior financial knowledge.
Depositors base their financial decisions
on a single piece of information (past or
present) to make financial decisions.
Depositors inaccurately predict financial
market movements by basing decisions
on future trends or the performance of the
bank.

Depositors make inaccurate financial
decisions due to basing decisions on
available or current information only.
Depositors will tend to keep their
deposits at their current bank instead of
changing to another bank.

Depositors base financial decisions on
past feelings of regret, guilt, or grief.
Depositors group information and
financial decisions into separate mental
compartments.

Depositors exercise self-control when
making financial decisions to avoid large
financial losses.

Theory
Representativeness

Overconfidence and
over-optimism
Frame dependence
and anchoring

Gamblers fallacy

Availability bias

Loss aversion

Regret aversion

Mental accounting

Self-control
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3. Methodology

3.1. Research Purpose and Design

This paper used a self-administered questionnaire.
The first section included various demographic
questions such as gender, age, ethnicity, the income of
depositors, and level of education. This study utilized a
questionnaire design that allowed participants older
than 18 years with some level of education to be able to
comprehend the purpose of the survey. The second
section consisted of the SERVPERF, which is a
recommended scale for generally evaluating service
quality. The 31-item SERVPERF on a six-point Likert
scale was used to measure the service quality of the
banks. The scale consisted of four dimensions
(empathy, 13, 14, 19, 21, 29, 30, 31; Reliability, 1, 2, 3,
4,5, 16, 18; Responsiveness, 6, 7, 8, 9, 10; Tangibility,
11, 12, 13, 14, 15, 17). The SERVPERF scale was
adopted for the banking industry and included the
following amended statements:

1. When my bank promises to do something by a
certain time, it does so in a speedy manner;

2. My bank performs the service right the first
time;

3. My bank provides its services at the time it
promises to do so;

4, My bank performs the service accurately;

5. My bank tells you exactly when services will
be performed;

6. Employees in my bank have the required
skills and knowledge to perform the service;

7. The employes at my bank are always willing
to help;

8. Employees at my bank are always courteous;

9. My bank gives me individual attention;

10. The employes at my bank understand my
specific need,;

11. My bank’s physical facilities are visually
appealing;

12. My bank’s employees are neat in appearance;

13. My bank offers a complete range of services;

14. Itis easy to get in and out of my bank quickly;

15. My bank provides easily understood
statements;

16. My bank provides error-free records;

17. My bank uses the latest technology;

18. Employee  behavior instills  customer
confidence;

19. Show sincere interest in solving customer
problems;

20. Customers best interests are at heart;

21. Operating hours are convenient for all
customers;

22.  Visually appealing materials associated with
the services;

23. | feel safe doing transactions in my bank;

24. If people asked me, | would strongly
recommend that they deal with my bank.

To determine customer satisfaction, the following

three statements were constructed:

1. Overall, I am satisfied with my main bank;

2. I am pleased with my banking experience at
my main bank;

3. | am delighted with the service quality of my
main bank.

The questionnaire also comprised the following
section: bank perception (customers' subjective
perception of their bank):

1. My perception of a bank is based on the level
of confidence that | have in the bank;

2. My perception of a bank is based on how its
performance meets my expectations;

3. My perception of a bank is based on the level
of trust | have in the bank;

4. My perception of a bank is based on the level
of satisfaction regarding the service from the bank.

The nine-item behavioral finance scale included
statements that coherently convey the biases on which
depositors base their financial decisions. A six-point
Likert scale (1 = strongly disagree, 6 = strongly agree)
was used for depositors to relate their decisions to
withdraw based on behavioral finance biases. Since this
was a self-constructed scale by Ferreira (2018) the
internal consistency reliability needed to be confirmed.
The behavioral bias scale had a Cronbach’s alpha value
of 0.61, indicating fair internal reliability.

For bank-switching behavior, the following
statements formed the dependent variable:

1. I think it would take much time and effort to
change to another bank;

2. I would have difficulty familiarizing myself
with the procedures of a new bank;

3. I think that changing from one bank to another
is too much of a bother;

4. I have invested a lot in this relationship with
my main bank.

Therefore, for this research article, secondary data
analysis was the most appropriate method to achieve the
primary research question. Which factors behavioral
and demographic factors contribute toward depositors
intention to switch banks?

3.2. Study Area and Sample

The South African bank depositors in Gauteng are
the main population target for this study since it is an
imperative group for research. The sample frame
included individuals banking with the top five larger
banks in South Africa at the time (2020): First National
Bank, Amalgamated Banks of South Africa (ABSA),
Nedbank, Capitec Bank, and Standard Bank. The
participants had the choice to voluntarily participate or
freely decline to participate and could withdraw at any
point of the study. The sample was selected using
purposeful sampling. Sample size can be restricted by
financial costs, access to samples and time. Moreover,
generating an adequate sample size sufficiently
provides the researchers with power and the capacity to
collect the sample. A similar study by Manrai and
Manrai (2007) utilized 445 samples to investigate the
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switching behavior of customers for bank services in
the United States. As a result, the determination of the
sample size was consistent with the recommendation
that empirical, consumer-based studies should use a
sample size that ranges from 200 to 500. Given that
maximum likelihood estimation, which assumes
multivariate normal data, was used to estimate the
model, the sample size of 300 depositors was
considered adequate for conducting SEM with 1BM
SPSS® Amos™, Version 27. The study used a final
sample size of 324 South African depositors.

3.3. Hypotheses

Previous researchers had found that customer
satisfaction, service quality, and demographics
influenced bank-switching behavior. Hence, to concur
with previous findings, the following hypotheses were
formulated:

HO1: There is no significant relationship between
bank switching and customer satisfaction.

HO02: There is no significant relationship between
bank switching and service quality domains (empathy,
assurance, reliability, responsiveness, tangibility).

HO03: There is no significant relationship between
bank switching and customers bank perception.

HO4: There is no significant relationship between
bank switching and behavioral finance biases customers
are subject to.

3.4. Structural Equation Model

A structural equation model (SEM) was deemed the
best model to represent the data. The implementation of
an SEM allows for the combination of multiple
statistical techniques (factor analysis and regression)
and is used to observe structural relationships between
variables that can be observed or measured. The SEM,
provided multivariate statistical analysis to demonstrate
the complex relationship between the bank-switching
behavior and service quality, bank perception and
behavioral finance biases. To assess the validity of the
specified structural model. The second type of
goodness-of-fit indices includes incremental indices
where they evaluate how well the measurement model
is supported by the data compared to a base model that
assumes that all variables are uncorrelated (Malhotra et
al., 2017). Incremental indices include the normal fit
index (NFI), non-normal fit index (NNFI), comparative
fit index (CFI), Tucker Lewis index (TLI) and relative
non-centrality index (RNI). Values for these indices
range from zero to one where values greater than 0.9
are deemed a good model fit. The parsimony fit indices
are used for comparing complex models rather than
single models. The parsimony goodness-of-fit index
(PGFI) and parsimony normal fit index (PNFI) require
higher values for model fitness and parsimony. These
measures should only be used in a relative sense to
compare alternative models. Values close to 0.9
indicate a marginal goodness-of-fit.

4. Results

This section reports the results after investigating the
switching behavior of customers for bank services in
Gauteng, South Africa. The following section provides
the validity and reliability of the structural model as
well as the influence of the variables explaining the
dependant variable.

4.1. Structural Model and Model Fit Assessment

The section below established the validity of the
structural model and the corresponding hypothesized
theoretical relationships between the dependent variable
(long-term investment intentions) and independent
variables (demographic variables, personality traits,
satisfaction with life, behavioural finance and investor
risk tolerance). To assess the validity of the specified
structural model illustrated in Figure 3, the appropriate
model fit indices were utilized (CMIN/DF, CFlI,
RMSEA). The chi-square value was obtained by
dividing the minimum sample discrepancy by the
degrees of freedom (CMIN/DF). A CMIN/DF value of
2.645 was found, which represents a good model fit
since a standard for good fit criteria requires values
between 3.0 and 5.0. In terms of incremental fit indices,
a comparative fit index (CFI) value of 0.789 was
obtained. CFI varies from 0—1, with values greater than
0.90, indicating a good model fit (Malhotra et al.,
2017). Absolute badness-of-fit indices require lower
values since they measure error or deviation. The
RMSEA value of 0.071, with a 90 per cent confidence
interval [0.068;0.075], indicated a good model fit, as
values of 0.08 or less are preferred (Malhotra et al.,
2017). Even though the CFI value was slightly below
the ideal value of greater than 0.9, both the CMIN/DF
and RMSEA values showed a good model fit. For that
reason, the specified structural model is a good fit for
the data and proved satisfactory in terms of construct
validity and is therefore deemed valid. The structural
model of depositors bank-switching behavior, customer
satisfaction, service quality, bank perception and
behavioral finance biases can be seen in Figure 2.

Figure 2. Structural model of depositors’ bank-switching behavior,
customer satisfaction, service quality, bank perception, and
behavioral finance biases
Notes: Figure indicates the structural relationship between the
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dependant variable bank-switching behavior of depositors and
customer satisfaction, service quality, bank perception, and

behavioral finance bias.

Table 2. Standardized weights of customers’ bank-switching behavior

Constructs Estimate P-value
Bank-switching behavior ~<---  Customer satisfaction .623 ekl
Service quality dimensions
<---  Empathy -.468 .026
<--- Reliability 313 .003
<--- Responsiveness 133 271
<---  Tangibility .026 .837
<--- Bank perception
Customer bank perception -.026 172
Behavioral finance biases
<--- Representativeness 211 Fokk
<---  Overconfidence and over optimism .071 .164
<---  Frame dependence and anchoring .100 .051
<---  Gamblers fallacy -.046 .366
<---  Availability bias -.023 .650
<---  Loss aversion .269 falaed
<---  Mental accounting .039 441
CMIN/DF 2.645 RFI 0.665
CFI 0.789 IFI 0.792
NFI 0.704 TLI 0.761
RMSEA 0.071 [0.068:0.075]

Notes: Table 2 indicates the structural model between the dependant variable bank-switching behavior of depositors and customer
satisfaction, service quality, bank perception and behavioral finance bias; *** Significant at 0.01 level; ** Significant at 0.05 level; *

Significant at 0.1 level

The demographic factors of age, gender, education
and income level indicated that there was no significant
correlation found in all of the determinant factors at 1
percent (p < 0.01) level of significance, thus,
demographic variables were found not to influence
bank-switching behavior of depositors and were
excluded from the model. In terms of customer
satisfaction, this variable (standardised coefficient =
0.623) contributed significantly (p < 0.05) to explaining
depositors' behavior to switch from one bank to another
to a compelling degree. Considering service quality and
its  four  dimensions (empathy, reliability,
responsiveness and tangibility), two dimensions proved
to have relatively strong weightings in terms of bank-
switching behavior (standardised coefficient - = 0.468
for empathy; standardised coefficient = 0.313 for
reliability). Responsiveness and Tangibility had
relatively small weights and were not significant at any
level. Hence responsiveness and tangibility did not
contribute to explaining the depositors’ behavior to
switch from one bank to another. The bank perception
construct (tandardized coefficient = -0.26) was found to
not contribute to explaining depositors’ behavior to
switch from one bank to another.

Considering behavioral finance, the loss aversion
construct (tandardized coefficient = 0.269) contributed
significantly (p < 0.01) to explaining depositors’
behavior to  switch  between  banks.  The
representativeness bias also contributed to depositors’
bank-switching behavior (tandardized coefficient =
0.211) significantly (p < 0.01). The overconfidence,
frame dependency, gambler’s fallacy, and mental
accounting bias had no significant contribution to
explaining why depositors chose to switch banks.

Figure 2 illustrates the structural relationship

between the dependant variable bank-switching
behavior of depositors and customer satisfaction,
service quality, bank perception and behavioral finance
bias. After the structural model had been verified and
deemed reliable, all of the contributing factors were
included in the final modified model. Therefore, the
structural modified model is indicated and laid out for
specification in the section below. The validity of the
modified structural model was reassessed and is
discussed below.

The CMIN/DF value of 2.757 represents a good
model fit, since a standard for good fit criteria requires
values between 3.0 and 5.0. In terms of incremental
fitness, a comparative fit index (CFI) value of 0.892
was obtained, where values larger than 0.9 are preferred
and deemed a good model fit (Malhotra et al., 2017). In
terms of the absolute badness-of-fit index, a RMSEA
value of 0.074, with a 90 per cent confidence interval
[0.066; 0.081], indicated a good model fit, as values of
0.08 or less are preferred (Malhotra et al., 2017).
Overall, the CFI indicated acceptable goodness of fit
with a value greater than 0.9, both the CMIN/DF and
RMSEA values also indicated a good model fit. For that
reason, the specified structural model is a good fit for
the data and proved satisfactory in terms of construct
validity and is therefore deemed valid. In terms of
customer satisfaction, this variable (tandardized
coefficient = 0.583) contributed significantly (p < 0.05)
to explaining depositors’ behavior to switch from one
bank to another to a compelling degree. These results
are similar to those of Athanassopoulos et al. (2001)
who also found customer satisfaction to be a significant
contributing factor to the bank-switching behavior of
depositors. Other researchers, such as Ghouri et al.
(2010) and Vyas and Raitani (2014), have shown that
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customer bank-switching behavior is influenced by
service failures, inconvenience, competition, customer
satisfaction and reputation (Vyas & Raitani, 2014).
Considering service quality and its four dimensions
(empathy, reliability, responsiveness and tangibility),
two dimensions in the final model proved to have
relatively strong weightings in terms of bank-switching

behavior (tandardized coefficient - = 0.355 for
empathy; tandardized coefficient = 0.342 for
reliability). Hence, only empathy and reliability

contributed to explaining the depositors’ behavior to
switch from one bank to another. These results are
similar to those of Yavas et al. (2004) who point toward
customer services in terms of quality. Moreover, Yavas
et al. (2004) point out that positive word-of-mouth is
closely related to tangible aspects of the quality of
service, while satisfaction and switching behavior are
related to the quality of service elements of time.
Satisfied customers might share their customer service
experience at an organization with more than five
people, whereas dissatisfied customers can share it with
more than ten people (Mohsan et al., 2011). Hence
managing customer satisfaction along with service
quality is crucial for managing risk and retaining
customers.

The representativeness bias also contributed to
depositors’  bank-switching behavior (tandardized
coefficient = 0.208) significantly (p < 0.01). This group
of participants may overreact in the market due to the
perception of pattern repetition (Singh, 2012, p. 120).
Therefore, depositors, subject to representativeness
bias, base their financial decisions on the past
performance of a bank. Considering behavioral finance,
the loss aversion construct (tandardized coefficient =

0.287) contributed significantly (p < 0.01) to explaining
depositors’ behavior to switch between banks. As
mentioned earlier, loss aversion is reflected by market
participants where mentally a large financial loss is
more significant than an equally large financial profit
(Singh, 2012, p. 120). Hence, it can be concluded from
this bias that depositors, subject to this bias, will keep
their deposits in the non-performing risk with the hope
that this bank will yield greater returns in the future.

Figure 3 illustrates the structural relationship
between the dependant variable bank-switching
behavior of depositors and customer satisfaction,
service quality, bank perception and behavioral finance
bias. Table 3 exemplifies the standardized regression
weight results for the specified structural model.

Figure 3. Modified model of depositors’ bank-switching behavior,
customer satisfaction, service quality, bank perception, and
behavioral finance biases
Notes: Figure 3 indicates the structural relationship between the
dependant variable bank-switching behavior of depositors and
customer satisfaction, service quality, bank perception, and
behavioral finance bias.

Table 3. Standardized weights of depositors’ bank-switching behavior

Constructs Estimate P-value
Bank-switching behavior ~<-  Customer Satisfaction .583 faieiel
Customer service quality
- Empathy -.355 .021
&- Reliability .342 falaied
Behavioral finance biases
<-  Representativeness .208 il
&~ Loss aversion .287 faleie
CMIN/DF 2.757 RFI 0.800
CFI 0.892 IFI 0.894
NFI 0.843 TLI 0.862
RMSEA 0.074 [0.066:0.081]

Notes: Table 3 indicates the final modified model between the dependant variable bank-switching behavior of depositors and customer
satisfaction, service quality, bank perception, and behavioral finance bias; *** Significant at 0.01 level; ** Significant at 0.05 level; *

Significant at 0.1 level

5. Conclusion

Several banks are attempting to find solutions and
strategies on how to offer better quality services
competitively to satisfy and retain their customers.
Therefore, the main objective of this research article
was to analyze the factors that influence the bank-
switching behavior of depositors in Gauteng, South
Africa. This article investigated the influence of
demographic variables, customer satisfaction, service

quality, bank perception and personal behavioral
finance biases. Based on the complexity of the
variables, a multivariate statistical approach was
preferred. The primary data were obtained from a self-
administered survey using purposeful sampling.

The results in the final modified model indicated
that bank depositors value good service quality,
especially in terms of how reliable a bank is and how a
bank treats its customers on an empathetic level.
Behavioral finance biases also proved to be contributing
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factors to depositors' bank switch behavior, where the
representativeness bias and the loss aversion bias were
significant in the modified model. Considering the
demographic variables, no demographics contributed to
explaining depositors' behavior to switch between
banks. The novelty of this paper is that understanding
how depositors make their financial decisions and how
they form their risk perceptions will contribute to
managing banking risks. It may also advise banks on
what will cause bank customers to switch from their
bank to another.

6. Limitations and Further Study

Regarding the empirical research findings of this
paper, recommendations and managerial implications
are warranted. Limitations form a part of any study, and
this study is not an exception. The empirical results
provided an overview of the variables that could explain
why bank customers switch from one bank to another.
Future researchers can, therefore, use this study as a
foundation for a new direction. This article included
demographic variables such as age, annual income and
the highest level of education and race. However, these
variables did not significantly contribute to the bank
switching model. A complete demographic analysis
should be included. A comprehensive risk profile of
depositors could also have been included to see the risk-
taking behavior and attitude of depositors. Some
behavioral finance biases were analyzed; however, a
full behavioral segmentation could be completed to
profile depositors' behavior toward price switching.
Other market-related factors, such as competition and
macroeconomic factors, could also be considered. Even
though the most economically active province in South
Africa was used, containing the largest market share in
terms of customers, the geographical region could be
expanded to the wider South Africa.

Therefore, banks will benefit from the empirical
findings of this study since they provide banks with an
understanding of the factors causing the switching
behavior of depositors. Therefore, banks can
incorporate customer satisfaction-oriented strategies for
customer retention to realize higher future profits and
avoid liquidation problems. It is therefore
recommended that banks focus on improving their
customer satisfaction levels and service quality in terms
of empathy and reliability to gain new customers and
retain current customers. Depositors will also base their
decision to switch between banks on the previous
experiences they have had with the bank and will
consider this history a pattern for repetition in the
future.
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