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Abstract 
During recent years, digitalization has had an increasing impact in the society. It has gone from 
being an isolated part of an organization into something that can instead transform the business as a 
whole. Many businesses have experienced this change, and traditional retail banks are no exception. 
The digital climate has enabled new digital operators to enter the financial market and these have 
managed to claim market space. At the same time, a new, less loyal and more digital generation of 
customers, i.e. Generation Y, will have an increasingly important role on the market. However, it is 
currently not well known how traditional Swedish retail banks should manage this, and what 
implications the behavior of Generation Y will have on the banking industry.  

The purpose of this study was to provide insights and implications for traditional Swedish retail 
banks on how Generation Y’s banking behavior can affect their future business, in an increasingly 
digital environment. The behavior of Generation Y and how banks address their needs, and 
digitalization as a whole, were investigated separately. The findings were then compared in order to 
provide insights into where gaps between the banks and Generation Y could be found. To 
investigate Generation Y’s behavior, a qualitative questionnaire was distributed and then 
quantitatively analyzed. Furthermore, in order to investigate how the traditional banks address 
Generation Y’s needs, qualitative interviews were conducted with representatives from the four large 
Swedish retail banks. By comparing the findings, the purpose of the study could be addressed.  

Through comprehensive data collection, gaps could be identified. The most important gaps were 
found in the areas of financial advisory and aggregation of services. Customers did not perceive 
these areas as important when choosing a particular financial service provider, whereas the banks 
considered these as competitive advantages in relation to other competitors. These findings provide 
valuable insights for traditional retail banks in particular, and for the financial market as a whole, 
since they provide implications on the sustainability of the operators’ strategy. Moreover, this study 
complements the digital customer behavior literature connected to virtual distribution channels and 
the retail banking industry as a whole. One main finding was that Generation Y’s, otherwise trend 
seeking behavior is limited in the banking industry, and instead, habituation and security concerns 
are far more important. Therefore the findings suggest that Generation Y’s behavior might be more 
conservative in the banking industry than in general.  

Key-words: Digitalization, Retail Banking, Generation Y, Customer Behavior, The Gap-model  
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Sammanfattning 
Under de senaste åren har digitaliseringens betydelse ökat i samhället. Det är inte längre bara en 
separat del av organisationer, utan transformerar istället verksamheten som helhet. Detta har skett 
inom många industrier, och även inom banksektorn. Det digitala klimatet har gjort det möjligt för 
nya digitala aktörer att gå in på den finansiella marknaden, och dessa har också tagit 
marknadsandelar. Samtidigt börjar ett mindre lojalt och mer digitaliserat kundsegment, Generation 
Y, få en betydande roll på marknaden. Det är för närvarande inte helt känt hur svenska storbanker 
ska hantera detta och inte heller vad Generation Ys beteende kan innebär för bankindustrin.  

Syftet med denna undersökning har varit att ge implikationer kring hur Generation Ys bankbeteende 
kan påverka svenska storbankers framtida verksamhet i en allt mer digital omvärld. Generation Ys 
beteende samt hur bankerna hanterar deras behov och digitaliseringen som helhet undersöktes 
separat. Därefter jämfördes resultaten för att se inom vilka områden skillnader mellan bankerna och 
Generation Y fanns. För att undersöka Generation Ys beteende användes en kvalitativ enkät, som 
sedan analyserades kvantitativt. För att sedan undersöka hur de traditionella bankerna hanterar 
Generation Ys beteende utfördes kvalitativa intervjuer med representanter från de fyra svenska 
storbankerna. På detta sätt kunde studiens syfte beaktas.  

Genom omfattande datainsamling kunde skillnader mellan bankerna och Generation Y identifieras. 
De viktigaste skillnaderna fanns inom områdena finansiell rådgivning och samlande av tjänster. 
Kunder ansåg inte att dessa områden var viktiga vid val av en specifik leverantör av finansiella 
tjänster. Däremot ansåg bankerna att deras konkurrenskraft i förhållande till andra aktörer, låg inom 
just dessa områden. Detta resultat ger värdefulla insikter för traditionella banker i synnerhet och för 
den finansiella marknaden i allmänhet, eftersom det ger implikationer kring hur hållbara aktörernas 
strategier är. Denna studie kompletterar också litteratur kring digitalt kundbeteende inom virtuella 
distributionskanaler och inom den finansiella industrin som helhet. En av de främsta iakttagelserna 
var att Generation Ys, annars så trendsökande beteende, var begränsat i banksektorn. Istället var 
vanebeteende och säkerhetsaspekter viktigare. Resultatet visar därför på att Generation Ys beteende 
är mer konservativt i banksektorn än inom andra sektorer. 

Nyckelord: Digitalisering, Storbank, Generation Y, Kundbeteende, The Gap-model  
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1 INTRODUCTION 
This chapter begins with the background and problem formulation of the thesis. The problem formulation is then 
broken down into a specific purpose, which is operationalized by the research questions. The limitations and 
delimitations will also be addressed in this chapter.  

1.1 Background  
The societal development has historically been closely interconnected with the technical 
development and the digitalization of the society (SOU, 2015:91). Digitalization has grown with 
an exponential rate the last years and it has therefore been a paradigm shift for the meaning of 
the digital technology. Earlier, Information Technology (IT) was considered an isolated part of 
organizations, while we today consider digitalization as a transformer of organizations as a whole. 
It is changing the way things are done and perceived and how problems are solved. Hence, the 
conditions for business and organizations change. Physical products are becoming digital services 
and digital platforms both increase efficiency and enable companies to reach a more global 
market (SOU, 2015:91). Digitalization can also contribute to sustainable development, since 
when the society is digitally empowered, the growth increases (Bhutani & Paliwal, 2015). The 
Digitalization Commission in Sweden has also suggested that the economy is changing towards a 
sharing economy, where intermediaries are replaced by digital platforms (SOU, 2015:91). Hence, 
both companies, and customers via so called peer-to-peer, can sell products and services that fit 
specific needs on a market with small entry barriers. Therefore the competition becomes more 
and more industry independent.  

The financial industry has also experienced digitalization and its transforming forces. At an early 
stage of the digitalization, banks were at the front of adapting the concept and offered customers 
digitalized services such as Internet banking (SOU, 2015:91). Customers were now offered 24-
hour service irrespective of time and location. Already in the beginning of Internet banking, the 
new environment created new opportunities and increased the motive for innovation 
(Giannakoudi, 1999). Recently, even more attention has been placed at the meaning of the 
service offers. For example, the role of completely virtual distribution channels has been 
discussed (Chiorazzo et al., 2016), and completely digitalized banks have entered the market as a 
response to this. Also, the relationship between banks and customers has changed (Pikkarainen et 
al., 2004), which imposes higher requirements to gain customer loyalty (Dai & Salam, 2014; 
Amin, 2016).  

In this digital era, a new, less loyal generation is beginning to claim market space and is expected 
to be one of the larger customer segments within a few years (Konsumentverket, 2009). 
Generation Y is the generation born in 1980-1994 (Howe & Strauss, 2000). This is the first 
generation to grow up with constant supply of new technologies, and they are therefore willing to 
try and use new technologies to a larger extent than previous generation (Glass, 2007). They can 
be described as “digital natives” since they are born into the digital era and does not need to 
adapt in the same way as previous generations (Prensky, 2001; Pew Research Center, 2014). As a 
result, the demand of Generation Y may be different than previous generations, which puts 
pressure on the financial market (Reisenwitz & Iyer, 2009). The shift that banks already 
experience in moving towards virtual banking is expected to increase even more as the 
importance of Generation Y increases. Already, younger customers are the most frequent to use 
online and mobile banking of all generations; in Sweden, 96 % of the people between 25 and 34 
years of age use Internet based services from their banks (SCB, 2014). Moreover, Sweden as a 
country has the largest percentage of people using online banking among smartphone owners of 
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all OECD countries (OECD, 2015). This emphasizes the importance of digitalization for 
companies that wants to attract young people in Sweden. 

In recent years, several reports indicate that how Generation Y feels about their banks is also 
changing (see e.g. Capgemini, 2014; Scratch Viacom Media Networks, 2014). Scratch Viacom 
Media Networks (2014) states that many young people, in the United States, do not believe they 
even need a bank. This customer segment is also not reluctant to using financial services from 
global, digital companies, like Facebook or Google. It is also not uncommon that a customer uses 
more than one provider of financial services (Konsumentverket, 2009). Given the broad range of 
options for the customer, it is more difficult for traditional banks to stand out. 

At the same time, there is a large technologic development, with Fintech companies introducing 
new technology and innovations that is changing the financial industry (PwC, 2016). These new 
companies are less exposed to regulations than banks. Therefore, introducing new innovations is 
a much more comprehensive process for banks than for Fintech companies.  Generation Y is an 
important segment for Fintech companies, since this generation has a larger ability to grasp new 
concepts faster than previous generations (NAS Insights, 2006). 

1.2 Problematization 
With new digital competitors and the less loyal, digitalized Generation Y’s increasing importance, 
there is a need for traditional banks to adapt. There are, however, several ways for traditional 
banks to manage this new environment. Until now, traditional Swedish retail banks (TSRBs) have 
taken on a rather passive role, doing business as usual, and seen digitalization tools as 
complements to their services, rather than a transformational process (see e.g. annual reports 
from 2015 for Handelsbanken or Nordea). However it is currently not well known how this 
should be managed and what implications the behavior of Generation Y will have on the banking 
industry.  

1.3 Purpose and research questions 
The purpose of this thesis is to investigate Generation Y’s behavior and usage of financial 
services, both within traditional banks and other financial service providers, and compare this 
with TSRBs’ view on digitalization and Generation Y’s needs. The findings will be used to 
address how these factors can affect TSRBs in an increasingly digital environment, and propose 
implications for TSRBs’ competitiveness. By addressing such issues, traditional banks can 
develop their strategies in order to consider the implications.  

The purpose is operationalized through the following main research question: 

¾ How could Generation Y’s behavior affect TSRBs in an increasingly digital environment? 

In order to be able to answer the research question we have divided the main research question 
into two sub-questions:  

RQ1: What is Generation Y’s current retail banking behavior? 
RQ2: How do TSRBs address digitalization and needs of Generation Y? 
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1.4 Delimitations and limitations 
First of all, for the purpose of this thesis we will delimit ourselves to the following casual 
definition of services, stated by Miles (1993, p. 656): “things that could be bought or sold, but not dropped 
on one’s foot”. We will also only focus on Generation Y’s behavior regarding the most common 
retail banking services and no other parts of financial services offered by banks or other service 
providers. The considered services will therefore be; savings, payments, mortgages and other 
loans. By doing this delimitation, the thesis will not cover all aspects of individual retail banking. 
However, since the purpose of this thesis is to investigate a general behavior, we argue that, since 
these kinds of services capture the first and most common relationship between financial service 
providers and individual customers, these are enough to understand where there are general 
implications for TSRBs. Moreover, the thesis addresses the digitalization innovation problem 
within the service process rather than the service products themselves. Therefore, focusing on 
too many specific services will not increase the understanding of the problem. However, to 
concretize the research, we benefit from understanding Generation Y’s needs for these services, 
and can hence understand the service process on a more aggregated level.   

Moreover, we delimit the research to only consider the Swedish banking industry, even though all 
the TSRBs have operations in other countries. Sweden has experienced a large adoption rate of 
Internet banking as a whole (OECD, 2015), and is at the front of digitalized banking solutions, 
wherefore this can be a suitable market to investigate digitalization. The limitation with this 
approach is that the result will be domestic specific. Potential threats from larger competitors, for 
instance such as Google, are often on a worldwide basis where the Swedish market is considered 
to be small. Therefore, the thesis will not be able to fully address the global aspects of potential 
external threats.  

The purpose of this thesis is to address how the behavior of Generation Y could affect TSRBs in 
an increasingly digital environment on a broader level. Hence, only implications regarding within 
which areas gaps, between Generation Y and TSRBs, can occur will be specified. To fully 
understand how these areas can affect TSRBs further, research will have to be conducted within 
these specific areas. We will in Chapter 8 provide recommendations for future work and discuss 
the limitations in more depth.   

1.5 Disposition 
The remainder of the thesis will be structured as shown in Figure 1. After the introduction 
chapter, the following chapter presents the different literature and theories used in the thesis. 
Next, we provide an introduction to retail banking, where the service offers, current climate, 
forces and competitors are described. After this follows a presentation of a framework developed 
for this thesis, namely The Gap-model. The report then continues with a description of the 
different methods used in order to answer the research questions. The subsequent chapter 
presents the results, together with our analysis, which laid the foundation for the discussion in 
the next chapter. Finally, the report ends with our conclusions, and recommendations for future 
studies. 
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2 LITERATURE REVIEW 
In this chapter we will present a motivation for the literature that was used for this thesis. Next, we will present 
the concepts related to Generation Y’s behavior and virtual banking acceptance. Finally, the supply side will be 
addressed by considering industrial transformation and barriers for service innovation.  

The literature review is divided into three parts. First we present theory of customer behavior in 
the digital age. This part of the literature aims at targeting the demand side of the problem, and 
hence RQ1. The next part describes how digital solutions and virtual channels have been 
accepted among young people, together with young people attitudes towards traditional banks 
and other solutions. By addressing these issues, we will be able to get a better understanding of 
the forces affecting Generation Y’s behavior towards different actors. We will also provide a 
non-rational view of customer behavior. The outlined literature is either representative of 
Generation Y or banking in general. However, the intersection between Generation Y’s attitudes 
within the banking industry in particular has so far not been fully addressed in the literature. Our 
research can be beneficial for the academia by considering this gap.  

Related to the main RQ, literature concerning the supply-side has been addressed in order to 
complement the customer behavior literature. First, in order to position the thesis in the 
academia, a broad perspective of the concept of industrial transformation will be presented. 
Then, we address the more specific concepts and underlying mechanisms for service innovation 
both in general and then specifically for the banking sector. By understanding this, we can 
evaluate our findings in the research and help to understand the main RQ, since it allows us to 
understand the gap between Generation Y’s demand and the currently offered financial services. 
However, the literature lacks in addressing service innovation in the banking industry for young 
people in specific.   

2.1 Customer behavior in the digital era 
In this section, we will start by providing an overview of Generation Y in the digital context. 
Then we will move forward to address specific literature regarding digitalization effects on 
customer behavior and how the characteristics of the services affect customer adoption.  

2.1.1 Overview of Generation Y in the digital context 
Brenner et al. (2014) suggest that the role of the customer has changed in the digital context, and 
therefore the whole value chain for services and products may need to be revised. Digitalization 
also affects how customers make decision, how they think and what they value. Suppliers are 
evaluated according to how well they anticipate customers’ needs, and how fast they respond to 
and solve these (Flint et al., 2011). Consequently, customers’ expectations from their service 
providers have changed. This is in particular applicable for Generation Y, which has grown up in 
the digital age with a constant supply of rapidly changing technology. Generation Y interacts in 
new ways and has different values than previous generations (Viswanathan & Jain, 2013). 
Research also points out how customers from Generation Y value creativity and acknowledge 
personal differences rather than fitting into a framework (Tapscott, 2008).  

Generation Y has been described as a brand disloyal generation, being anxious to try and use new 
products or services. Products and services that are “trendy and fashionable” are in general 
appreciated among this group (Reisenwitz & Iyer, 2009), and people are not reluctant to changing 
suppliers in order to get them (Noble et al., 2009). In other words, the barrier towards switching 
suppliers of services is estimated to be low. At the same time other research suggests that in 
order for companies to stay profitable within this environment, customer loyalty is a major driver 
(Donio' et al., 2006). However, some researchers have shown the opposite. In the case with retail 
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banking, Foscht et al. (2009) showed that if Generation Y is satisfied with their current bank, 
they are not likely to change banks. Moreover, if a person from Generation Y experiences high 
customer satisfaction, they are also likely to recommend their bank to others, and also take on 
new services from their own bank. This provides important implications for banks.  

As discussed in the introduction to the thesis, a threat due to digitalization is that peer-to-peer 
services, or sharing economies, are becoming more important. According to Moeller and 
Wittkowski (2010), the usage of peer-to-peer solutions increases among customers that seek to 
follow trends. For banking, peer-to-peer services have taken form in, for instance, lending 
services such as crowd funding. Peer-to-peer lending has also been used as a means to reduce 
“financial exclusion”, and thus provide lending options to customers that may have been rejected 
by traditional lending providers (Komarova Loureiro & Gonzalez, 2015).  

2.1.2 Virtual distribution channels and Generation Y’s acceptance of digital solutions 
For the financial industry, Generation Y has made up a large portion of the early adopters of new 
infrastructures such as Internet and mobile banking (Calisir & Gumussoy, 2008). Even though 
Generation Y has been early adopters of digital solutions and channels so far, research shows 
that there is some reluctance towards completely digital channels. In order to gain a large 
acceptance of a new platform, the offered services need to be compatible with both the person’s 
previous experience of the distribution product, such as a computer for Internet banking, and the 
person’s general values (Shaikh & Karjaluoto, 2015). Furthermore, a German study showed that 
the users’ resistances towards virtual process are affected by the customers’ perceived 
requirement for sensory and relationship (Barth & Veit, 2011). The sensory requirements refer to 
the customers’ need for enjoying a full sensory experience, such as hearing, smelling, touching 
and tasting. The relationship requirements refer to customers’ need to interact with other people 
(Barth & Veit, 2011). In the research, Barth and Veit (2011) concluded that the sensory 
requirements are large if the perceived relevance of the process is large, and that the relationship 
requirement is large if the perceived need for consultation is large and if the ambiguity of the 
service is large. The ambiguity is furthermore affected by how much information customers 
require for different service processes, together with the complexity and importance of the 
process (Graupner et al., 2015).  

Moreover, there are different attributes affecting whether a service is good for digital distribution 
or not. The activity attributes include complexity and volume. Complexity refers to the number 
of interrelated steps in an activity and their ambiguity, which places high cognitive demand on the 
user if the ambiguity is high. Volume refers to the frequency of customer use and can be divided 
into routine and non-routine activities. The routine activities are standardized procedures and 
hence create simple decisions for the customer. Depending on the interception of volume and 
complexity, different channels are suitable for distributing the service. If the complexity is high, 
physical channels are preferable, and if the complexity is low the virtual channels have a better fit. 
On the other hand, if the volume is high, virtual channels are preferable and if the volume is low, 
physical channels are of more interest. Within the virtual channels for banking, the phone 
distribution is preferable if the complexity is high and volume low, while Internet is preferable if 
complexity is low and volume high. However, the phone in this context does not refer to mobile 
banking but rather phone banking, and includes interaction with employees. (Sousa, et al., 2015) 

Furthermore, Sousa et al. (2015) also discuss different attributes of these channels. High 
complexity demands richness of the channels interface, i.e. the degree to which customers 
communicate with a service provider. On the other hand, high volume demands high efficiency 
of both interface and access. Interface efficiency refers to the effort needed to execute a service, 
and hence also the degree of automation. Access efficiency refers to the set-up effort required to 
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reach a physical or virtual channel. In general, virtual channels have high access efficiency while 
physical channels have not.  However, this research has been conducted on a general population, 
and does therefore not imply how services should be provided in specific for Generation Y.  

Another topic that is discussed in the literature is the role of self-efficacy. Luarn and Lin (2005) 
argued that the role of a customer’s self-efficacy has influenced a customer’s intention to use 
mobile banking. Moreover, Lee and Im (2015) argue that a customer’s self-efficacy affects the 
perceived ease-of use of a process, which will affect the attitude and intention towards a service 
positively. However, the role of self-efficacy has not been directly discussed in the context of 
whether a virtual channel is more preferable than a physical channel but rather in the context of 
accepting virtual channels, such as the Internet bank. The literature neither presents generation 
differences in this context.    

2.1.3 Customer adoption due to the characteristics of a service 
In the literature, it has also been discussed how the characteristics of different services or 
channels affect customer adoption of new solutions. We will, in this section, present aspects that 
have been identified in the literature as important for customer acceptance of financial services.  

Technological aspects 
It has been argued that one concern that has impact on a customer’s behavioral intention to use a 
service is cost (Luarn & Lin, 2005). Especially in a voluntary choice, cost is a highly important 
factor. For our case, in the Swedish retail banking industry, this could for instance mean that it 
would not be likely that customers would change banks if that would mean greater costs for 
them. Nevertheless, the effect of costs has been questioned. For adoption of new services, 
Koenig-Lewis et al. (2010) did not manage to show a strong connection to costs. On the other 
hand Yu (2012) stated that perceived financial costs significantly affect individual intention to use 
mobile banking. Therefore, if the costs are smaller within a specific distribution channel or 
company it is more likely that the customer will use it. However, Yu (2012) also showed that 
perceived costs were less important for customers under 30 years old. Therefore, there seems to 
be different opinions regarding the impact of costs for customer adoption of financial services 
especially for different generations. 

Perceived usefulness is another factor that has great influence on the adoption of a new service 
(Pikkarainen et al., 2004; Luarn & Lin, 2005; Amin et al., 2008; Riquelme & Rios, 2010). In order 
for a customer to take on a financial service, it must provide functionality and usage benefits. If a 
customer is reluctant to a service due to low perceived usefulness, information can be a way to 
overcome the barrier (Laukkanen & Kiviniemi, 2010). Information in this context means that 
banks can provide guidance and support, and inform about the service in an understandable way. 
This implies, in other words, that information can allow a bank to overcome functional barriers. 
Laukkanen and Kiviniemi (2010) also suggest that functional barriers are easier to overcome than 
psychological barriers. A psychological barrier could for example be tradition, meaning that a 
certain service is appreciated since the customer has always used it.  

Furthermore, concerns about security and risks with different financial services have also been 
discussed. Some researchers claim that security, or the perceived risk, is a crucial part for people’s 
attitude towards digital services (e.g. Koenig-Lewis et al., 2010), whereas other state that security 
is not a matter of mistrust towards a technology or channel, but instead lies in the possibility that 
customers can make errors when using the services by themselves (Laukkanen, 2007). In today’s 
context with companies that have different approaches towards the level of personal 
involvement, this becomes an interesting question. Following Laukkanen and Kiviniemi’s (2010) 
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argumentation, it would be likely that companies that require more involvement from the 
customers are regarded as less secure than others.  

Whereas previous studies has been conducted generation independently, another study suggests 
that Generation Y does not value security as much when taking decisions regarding their online 
behavior (Dimensional Research, 2012). 22% said that entertainment and community aspects are 
more important than security issues when doing different computer-related activates, and only 
20% said that they were concerned about privacy issues when using the computer for different 
activates. This study emphasizes Generation Y’s general attitude towards security issues when 
using the computer, which has been lower than for previous generations. However, the pitfall 
with this study is that is does not consider Internet banking in particular, but Internet activities in 
general.      

Social aspects 
It has been indicated that the use of certain channels for financial services, for Generation Y, is 
connected to trends (Reisenwitz & Iyer, 2009). Since more and more people have access to a 
smartphone of some kind, the use of mobile banking has been growing during recent years, and 
is expected to grow even further. Moreover, increased use of social media needs to be taken into 
account when investigating the future use of banking services (Moser, 2015). Generation Y is a 
generation that in particular uses, shares, searches and consumes content on social media 
platforms on an everyday basis and is also said to be part of a social networking era (Ruth, et al., 
2013). As social networks gain more and more users, this has also become a platform for the 
bank to communicate with their customers. Within this area, differences have been shown 
between younger and older users of whether they view social media as an appropriate channel for 
a bank or not, and younger customers are more likely to be positive towards banks being present 
within social media (Moser, 2015). However, Durkin et al. (2015) also suggest that this channel 
will not replace physical branches or existing channels for banking, but will instead be seen as a 
complementary service. Moreover, Chiorazzo et al. (2016) found that banks offering traditional 
distribution channels are 13 percentage points more likely to survive during market fluctuations 
than less traditional banks. 

In a broader perspective, the compatibility with one’s social infrastructure can be considered in 
this context. For young people in particular, compatibility with the social infrastructure is an 
important factor (Koenig-Lewis, et al., 2010). Since Generation Y already has a strong 
background in digitalization, this could therefore imply that services or companies within this 
context could be of more interest to them than to previous generations. Moreover, Lee et al. 
(2003) state that previous experience of a certain technology will affect the user’s perception of 
their own ability to use this technology, or a related one. This would in other words mean that a 
customer who is used to using a mobile phone for other purposes than banking, will be more 
positive towards mobile banking, in comparison to customers who have had no, or bad, 
experiences from using mobile phones. This is also acknowledged by Koenig-Lewis et al. (2010), 
who showed that customers in possession of a smartphone or customers, who are already 
Internet banking users, are more likely to take on mobile banking. This further highlights the 
importance for banks to adapt to customers general way of life and not only to their banking 
habits. 

The literature outlined might suggest that Generation Y’s large use of social media could imply a 
greater acceptance towards using such channels or companies for providing financial services due 
to the literature of compatibility with social infrastructure. However, there is little academic 
research related to this question in specific.    
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2.2 A non-rational view on customer behavior 
The aspects that have previously been outlined in this chapter are discussed under the 
assumption that customers make rational decisions. Rationality is often defined as making the 
decision that maximizes the pay-offs, and that decisions are made independently based on 
relevant information (Veblen, 1900). On the other hand, Simon (1955) argues that the rationality 
of people’s decision making is affected by access to information, complexity and computational 
capacities. Therefore, the rationality becomes bounded to different constraints (Simon, 1972).  

2.2.1 Bounded rationality and heuristics  
Since people’s rationality is bounded, people use heuristics, i.e. “trial-and error” methods or 
mental shortcuts to make decisions (Simon, 1972). This means that people will choose what can 
satisfy and suffice their needs, or as Simon (1956) defined it, “satisficing” their needs.  

Within this context, Tversy and Kahneman (1974) identified anchoring as a heuristic affecting 
people’s decision making. The anchoring effect means that people make decisions based on some 
initial value, and hence anchor on this information. This creates a status quo bias. Samuelson and 
Zeckhauser (1988) found that when individuals make decisions, they tend to be irrational due to 
the fact that they value the status quo too much. This means that people tend to stick to the 
current situation, instead of optimizing the choice. The status quo bias has also been shown to 
affect new system acceptance among customers, due to incumbent system habits (Polites & 
Karahanna, 2012). Moreover, the status quo has also been discussed in the context of customer 
loyalty. The status quo bias might result in that customers’ repeated use is not due to loyalty but 
due to inertia or exit barriers (Reichheld, 2003).  

Related to the status quo effect, customer path dependency and behavioral lock-in effects have 
been discussed. Once a customer has invested time and effort in understanding and learning a 
particular system or becoming comfortable with a traditional practice, they are less likely to try 
another process, even if it is proven to be superior (Barnes et al., 2004). This creates a customer 
path dependency. Moreover, it has been shown that behavioral lock-in and path dependency exist 
on an individual level if the consumption process is associated with complex decisions that are 
important, and entail outcome uncertainty and require investment from the consumers (Schulte, 
2014).  

2.2.2 Implications of heuristics on Generation Y 
There is little direct research conducted on how heuristics differ between generations, and 
thereby, there is little insight into how they affect decision making for Generation Y, especially 
within retail banking. However, some research has been conducted in the area of customer 
loyalty and customer path dependency.  

As mentioned earlier, Generation Y is in general less loyal to a specific brand than previous 
generations. Generation Y is also said to be immune to tried-and-true brand strategies 
(Reisenwitz & Iyer, 2009), and do not hesitate to switch to the company that offers most 
fashionable or trendy products. In contrast to the general disloyalty towards brands, in the 
Swedish retail banking industry, other studies show that for the whole population, customer 
movements are limited. Agic and Holmgren (2008) showed that people that were unsatisfied with 
their bank continued to be loyal to their bank anyway, which suggests that customer are path 
dependent and bounded to the status quo in their bank choice. Moreover, the study showed that 
people who use niche banks were more satisfied with these banks than users of traditional banks. 
Nevertheless, more people are using traditional banks than niche banks, which could be related 
to path dependency, or status quo effects. On the other hand, Uncles and Dowling (2003) argued 
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that if customers use something due to habit they are willing to change, if there is any benefit to 
do so. Hence, there seems to be different views in the literature regarding customer loyalty. 

Within this context, aspects of customer being loyal due to convenience and habit have been 
discussed. Lewis and Sureli (2006) showed a moderate implication that customers in general use a 
bank out of habit, and that there is low evidence that customers perceive it as costly or time 
consuming to switch financial service provider. On the other hand, this study also showed that 
perceived service quality and satisfaction with the banks were high among the respondents, which 
might explain the result. The study made by Agic and Holmgren (2008) was instead conducted in 
a context of unsatisfied customers. Therefore, we argue that there might be differences regarding 
views on habit if customers are satisfied or unsatisfied and thereby also differences in path 
dependency. Hence, it is not clear whether customers’ reason for using a financial service 
provider is dependent on habituation effects.  

2.3 A supply-side perspective on transformational pressures 
In order to address the main RQ, a supply-side perspective of potential threats will be presented 
in this section. First, we will take on a broader perspective, using theory concerning industrial 
transformation, in order to position the research in the academia. Building on the service 
transformation theory, we will also provide literature regarding service innovation and barriers 
that prevent such innovation. However, since the main focus in this thesis is on the customer 
demand side, this part is somewhat limited and will only touch upon the broader concepts.  

2.3.1 Overview of industrial transformation and barriers for innovation 

“Most companies die not because they do wrong things, but because they keep doing what used to be  
right things for too long” – Miko Kosonen, Former CIO of Nokia 

 
The statement above by Kosonen is the fundamental theory behind Schumpeter’s transformation 
theories. Schumpeter (1934) argues that changes in the economic environment should not be 
considered as a circular process nor pendulum movements around a center. Instead he argues 
that we cannot always understand a given historical state from the preceding one. The 
transformation of the economy is driven by unsolved problems, which is dependent on the 
economic aspect of the entire environment, and not on specific events. The reason for this is that 
if we would consider the economic environment as a circular flow, only continuous changes and 
transformations could be explained. These changes do happen in the economic environment but 
there are also other changes that do not appear continuously and hence affect the entire 
framework. The developments are discontinuous and affect the equilibrium so that the previous 
state is forever displaced. These changes are large and appear in the industrial or commercial life 
and not in the spontaneity of customers’ needs itself (Schumpeter, 1934). It is within these 
disruptive changes that developments can happen. Schumpeter (1934) argues that there are five 
different type of development; introduction of a new good, introduction of a new method for 
production, opening of a new market, the conquest of a new source of supply for raw materials 
and the carrying out of the organization in any industry (i.e. either creating a monopolistic 
position or breaking up one).  

Within these transformational mechanisms, questions arise whether companies are able to adapt 
and why companies tend to keep doing “what used to be right”. Schumpeter (1934) argues that 
the old firms do not carry out new developments. Instead they are carried out by new operators 
that are introduced alongside old companies. The question is thus why innovations are carried 
out by new operators? What were the obstacles that stood in the way for the current operators? 



   

11 

 

In the literature, several obstacles have been identified as common factors that prevent 
innovation, and we will discuss some of them below.  

Knowledge from external sources is identified as critical for innovation processes (see e.g. March 
& Simon, 1993). However, the ability to evaluate and recognize new information is dependent on 
the prior related knowledge that a company has. This is referred to as the absorptive capacity of 
the company. The absorptive capacity is the ability of a company to recognize the value of new 
information, assimilate it and apply it to the business strategies (Cohen & Levinthal, 1990). 
Moreover, particular structures and strategies in a company will affect the way a company can 
absorb new information. If the firm does not invest in their absorptive capacity in an initial 
period, the firm’s belief about opportunities within this area will not change over time since the 
company is not able to be aware of the opportunities; hence, a lockout effect occurs (Cohen & 
Levinthal, 1990). The same applies to research and development (R&D) activities, which are 
dependent on what is achieved today. This is due to the fact that organizations have built into 
them how and what things should be done, i.e. the organization’s routine and the search process 
(Nelson & Winter, 2006). The same idea, that history of the firm matters, was explored by Dosi 
(1982) who suggests that firms are following certain technological trajectories that will affect the 
decision making and innovation processes. He suggests that within these trajectories, cumulative 
innovations can occur whereas more radical innovation implies a shift of the technological 
trajectory. Hence, radical innovations cannot be achieved by investing in the current trajectory. 
Therefore, in order to innovate, it is important that a firm distinguishes between normal 
technological improvement within the trajectory and extra ordinary search outside the path 
(Dosi, 1982).  

This literature has, however, been conducted mostly in the production industry and little in the 
service industry. Therefore, in the next section, we will present the concept of service innovation 
and the link between these general concepts and barriers and drivers for service innovation. 

2.3.2 Overview and definition of the service innovation concept           
Innovation was first defined by Schumpeter (1934) as; new processes and products that creatively 
destroy old structures and firms. Innovations were stated to be new combinations of old and new 
technology and information. Since then, the term “innovation” has been developed and 
redefined several times, and today, no generally accepted definition exists. However a commonly 
used definition can be found in the Oslo Manual (OECD and Eurostat, 2005, p. 46); “An 
innovation is the implementation of a new or significantly improved product (good or service), or process, a new 
marketing method, or a new organisational method inbusiness [sic] practices, workplace organisation or external 
relations”. 

Even though the definition of innovation from the Oslo Manual includes the term service, it is 
debated whether service innovation and product innovation is the same. The concept of service 
innovation was first developed by Miles (1993). He suggests that the difference of service 
innovation and product innovation does not primarily lie in the definition itself, but rather in 
what affects and triggers service innovation.  

Miles (1993) also suggests that services are laggards, and hence experience different challenges 
than products. According to Barras (1986), innovations take the form of a reverse product cycle. 
A product life cycle represents the evolution of attributes of a product and market characteristics 
over time (Rink & Swan, 1979). The product cycle starts with the introduction of a new product 
to the market, and within this initial phase, the adoption rate from the customers are low. In the 
next stage, the adoption of a product increases significantly as the company can benefit from 
innovation of complementary products and economies of scales. In the third phase, the product 
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becomes mature and the focus is on modification and improvement of the product. During the 
last phase, the market will begin to shrink as new products gain market, and thereby outcompete 
the old ones (Rink & Swan, 1979).    

As for the reverse product cycle, Barras (1986) argues that the innovation processes take form in 
three steps. In contrast to a product cycle for manufacturing goods, the first step is not the 
introduction of a new good but rather an application of a new technology, often ICTs 
(Information and Communication Technologies). These are introduced to increase the efficiency 
of existing products, which generate cumulative or incremental innovations. The next step is to 
apply the technology to improve the quality of the service that triggers expansions of new 
market, which is the first step towards radical innovations. It is not until the last step that the 
transformation of a service or a new service is generated. The service innovation cycle is also 
often carried out together with innovation of products.  

Even though the reversed product cycle model has been a good contribution for the 
understanding of the innovation process, the model has also been questioned. For example, Miles 
(1993) suggests that service innovation is not only a passive recipient from innovations in other 
sectors; R&D can also be developed within the service industry itself, and hence, in large 
industries, the concept of service innovations being laggards is not true. We will however for this 
thesis not go into more depth regarding the concept of service innovation processes. Instead we 
will in the next section address the barriers for service innovation.  

2.3.3 Service innovation barriers 
The role of technology has been identified as a large trigger for service innovation (Miles, 1993; 
Barras, 1986). The ICTs are technological tools, transformative market developments, essential 
resources and the main sources for digital innovation (Barrett et al., 2015). Therefore, ICTs work 
as drivers for service innovation and are, as mentioned earlier, involved in the first step of the 
reversed product cycle. 

However, some authors argue that the role of technology has been too large in earlier literature 
(Ordanini & Parasuraman, 2011; Vargo & Lusch, 2007). Instead, these authors consider services 
as the central mechanism of any economic change and that services are the processes of applying 
knowledge and skills, rather than applying a technology.  

Furthermore, service innovation is according to Vargo and Lusch (2007) also driven by some 
foundational premises. The central aspect among these premises is that service in itself is 
knowledge and skills, and thereby affecting the whole economy. However, within this context, 
customers are always co-creators of value. Hence, an organization’s competitive advantage lies 
within the knowledge, but can only create value together with the customer (Lusch & Vargo, 
2006). The innovation can emerge ad hoc when arising in the service exchange or anticipatory 
from new knowledge (Gallouj, 2002).  

Client interface and self-service is also of interest in the service innovation literature. 
Digitalization enables this, since it creates opportunities for greater efficiency due to 
standardization, cost reduction and potential convenience for the customer (Meuter et al., 2005). 
Due to higher degree of standardization, the result is a more consistent service atmosphere. This 
affects both the environment in which companies operate and customers’ demand. Some 
customers seek out self-service options, and for instance use online banking to be able to have 
the control over their transactions themselves (Laukkanen, 2006).  On the other hand, enabling 
customers to manage a part of the service distribution themselves also decrease the costs for 
service providers and can thereby decrease the barrier for new actors to operate on the market. It 
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has been found that online customers are more profitable for traditional banks than offline 
customers (Xue et al., 2007).  
 
A study within service innovation in the banking industry shows that factors driving innovation 
in the financial industry are customer behavior, regulations and technology change. Moreover, 
the main internal drivers for service innovation are customer innovation and retention, improving 
efficiency and cost savings. This means that, for example, if customer service and retention is met 
with current offerings, the outcome may be few new innovations, especially within a bank that 
traditionally has a conservative risk-averse culture. It is also suggested that the conservative 
nature of the banking industry risks limiting service innovations, and hence speed down the 
innovation rate within the industry. (Bajada & Trayler, 2015)  
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3 INTRODUCTION TO RETAIL BANKING 
This chapter provides an overview of the current environment in the Swedish retail banking industry. First, we 
present an insight into how digitalization has affected the competitive climate in the financial market in general and 
for TSRBs in particular. Then we will continue by presenting new competition from new operators, and how 
customers perceive these operators. The chapter then continues with a description of the most commonly used 
financial services and the trends within these, connected to digitalization.  

3.1 Digitalization and traditional retail banks 
As discussed in the literature presented in Chapter 2.3.1, due to the absorptive capacity of a 
company, the attitude towards digitalization will also affect the way companies will be able to 
adapt to changing market conditions. Studying TSRBs’ annual reports from 2014 and 2015 the 
attitude towards digitalization seems to differ significantly between the banks.  

Swedbank and SEB are the banks that emphasize the importance of digitalization the most. They 
argue that digitalization has changed customers demand, and they communicate that they should 
focus more on digitalized solutions. The digitalized climate is also more transparent and 
customers are more informed than before. Hence, the need for advisory changes and customers 
tend to switch banks more easily. Therefore mobile banking has been more important since it 
makes it possible for customers to do banking errands on a daily basis. Moreover, the perception 
of the importance of different channels seems to differ between the banks. Swedbank argues that 
the mobile bank is of most importance, which might be connected with the fact that Swedbank 
had a larger growth rate, in terms of number of customers, for mobile than for Internet bank. 
Between 2011 and 2015, the number of Internet bank customers has grown with 15%, whereas 
the number of mobile bank customers has grown with 257% (Swedbank, n.d. -a). Nordea also 
showed an important growth for mobile banking; the transactions via the mobile bank grew with 
146% between 2013 and 2015 (Nordea, 2016b). 

In the same spirit, SEB argues that digitalization is very important since customers choose to 
communicate with the bank 96% of the times through digital solutions. Even though Nordea 
does not emphasize the importance of digitalization as much as Swedbank and SEB, they do 
argue in the same way that digitalization changes the customers’ behavior and that the 
importance of mobile banking is growing. In general, it seems that mobile solutions have a large 
focus and that mobile applications are continuously updated to improve user’s experience. 

Handelsbanken also discusses digitalization in their annual report. Handelsbanken argues that 
digitalization has resulted in multiple channels where the bank can reach the customers, and 
therefore, the bank should provide services from all channels. However, what differs in 
Handelsbanken’s approach towards digitalization is that they argue that digitalization does not 
affect the importance of physical branches. They argue that the service a mobile application can 
offer customers is limited and cannot provide enough information due to the one-way 
communication. When Swedbank and SEB argue that the challenge is to provide customer with 
self-service solutions and a better digital interface, Handelsbanken argues that due to the limited 
service an app can provide, physical meetings will have an increasing importance. Instead of an 
increasing need for online advisory that Swedbank discusses, Handelsbanken argues that people 
want to meet people. However, they do discuss development of the mobile apps but argue that 
the mobile app will never fully satisfy the demand of the customers.  

As a further remark, Nordea is the only one that discusses the meeting with banks through social 
media, and has recently invested in commercial with video bloggers on YouTube.  
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3.2 Competition in the retail banking industry 
Within the new digital context, new operators have emerged on the financial market in different 
areas. This allows customers to choose between traditional banks and new operators for their 
financial services. However, the service offerings and the perception of these operators differ, 
which will be further discussed in this section. 

3.2.1 New operators 
On one hand, new banks with only digital distribution channels have entered the market. In 
Sweden, examples of these are for instance SBAB or Avanza. On the other hand, non-banking 
companies have also entered the market in specific segments where entry barriers are lower. 
Deposit companies and payments companies are examples of such non-bank companies. Within 
this sector, the Fintech segment is also increasing. Fintech is according to Accenture (2015, p. 11) 
defined as “those that offer technologies for banking and corporate finance, capital markets, financial data 
analytics, payments and personal financial management”. 

Investments in Fintech companies grew by 201% globally in 2014 (Accenture, 2015). The threat 
traditional banks face is that new financial companies begin their business as a start-up company 
in an environment where there is less regulation, and when the business has grown enough, they 
apply for bank permission. For example Klarna, an online payment solution that enables 
customers to receive their product before paying, started as a Fintech company and have, 
together with other Fintech companies, been driving the growth in the payments market (Wealey-
Jamed et al., 2015). Currently, Klarna is applying for bank permission and is planning on 
competing in other segments than only payments (DiGITAL, 2015).  

In this context, big data is an important aspect to consider. Fintech companies are often 
concerned with this kind of technology. Big data is, according to SAS Institute (2013a) “…a term 
that describes the large volume of data – both structured and unstructured – that inundates a business on a day-to-
day basis”. By using big data, companies can gain a lot of information from their customers and 
thereby understand their demand, as well as minimizing risk and fraud. However, these new ways 
of using big data within a company requires new infrastructures. Older companies have 
previously invested a lot in other IT infrastructures that has, until now, been working rather well. 
As a result, old companies tend to continue to rely on these infrastructures, due to the perceived 
sunk costs associated with new infrastructure investments. Since new operators on the market do 
not have these implications of sunk costs, this could be a problem for traditional banks (SAS 
Institute, 2013b). To meet these challenges Accenture (2015) has identified three attributes that a 
traditional bank should fulfill; banks need to engage in external technology, collaborate and co-
innovate with start-up companies and invest in venturing. By also collaborating with start-ups, 
which are often more innovative, this could result in more innovations for the parent business. 

Other competition is also entering the financial industry. For example, grocery stores in Sweden 
have started banks (e.g. ICA Banken or MedMera Bank) that provide all of the common financial 
services. Banks connected to vehicle manufacturers (e.g. Volvo) have also been introduced to the 
market lately. Other companies do not offer all financial services but compete only in specific 
segments. For instance, Facebook has recently launched both consumer-to-consumer and 
consumer-to-business payments through their messenger app in the United States (Facebook, 
2016). In summary, companies with core competencies within other industries are penetrating the 
financial market.    
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3.2.2 Customer movement on the financial market 
Another aspect in the financial industry is that there seems to be a larger movement of customers 
than previous, and a tendency that people switch or use several banks (see e.g. KMPG, 2015). 
However, in a study by Konsumentverket (The Swedish Consumer Agency) (2009), 60% of the 
population answered that they use one bank for all their banking errands. The main reason for 
why the respondents had chosen their bank was that family members used the bank. Therefore, 
they used the bank based on habituation effects and hence showed path dependent behavior, as 
discussed in the literature. 

On the other hand, an aspect violating the path dependency is that customers tend to use 
multiple financial service providers. Konsumentverket (2009) showed that about 13% of the 
respondents used more banks than they did three years ago. For younger customers this figure is 
significantly larger: 41% of the respondents used more banks than three years ago. In this study 
only 15% of the entire population had changed banks during the last three years, but then also 
used the new bank for all their financial services. The most common reason for a switch was that 
they could get smaller fees or better returns. However, only 6% answered that they used different 
banks as complements. This result emphasizes that customers in general seem to be more 
connected to one bank and do not use different financial service providers for different purposes, 
i.e. gathering services with one service provider seems to be important. We will throughout this 
report refer to this preference as aggregation requirements.      

According to Frost & Sullivan (2010), young people are in general more willing to follow trends 
and use new products or services. An investigation showed that young people in general have less 
trust in their bank than previous generations (Capgemini, 2014). In this study 51% of the 
customers in the range of 18-24 years answered that they are likely to move from mobile to social 
media banking. Social media banking refers to the use of social media platforms for conducting 
bank errands. Moreover, 73% of customers in the United States stated that they would prefer 
companies such as Google or Amazon to handle their financial transactions (Veckans Affärer, 
2014). Due to customers’ preferences of social media, this can serve as a potential threat for 
traditional banks. 

3.3 Financial service offers  
In order to gain more insights in the financial industry we will in this section present the most 
common financial services in retail banking. We will not go into the service offers in detail, but 
instead provide guidance for where more information can be found.  

3.3.1 Savings 
Savings is one of the most commonly used financial services among Swedish households. Banks 
offer a number of options for savings, but the most common ones are different types of savings 
account, funds, bonds and stocks. These four savings options make up 74% of the savings 
market for households in Sweden (SCB, 2016). For more specific information about these 
services, see for instance Swedbank (n.d. -e), SEB (2016e) or Handelsbanken (n.d. -e). 

For savings accounts, annual interest rates offered by TSRBs have during recent years been 0% 
(SEB, 2016c; Nordea, 2016a; Swedbank, n.d. -b; Handelsbanken, n.d. -b). In contrast, digital 
banks, such as SBAB offered around 1% interest rate, and other non-bank companies, such as 
24Spar, have offered up to 10% interest rate (SBAB, 2016; 24Spar, 2015). The main reason for 
the high interest rate with 24Spar is that unlike banks, the deposit companies do not offer deposit 
guarantee. A deposit guarantee is a guarantee for customers to regain their money in case of 
bankruptcy. However, despite low interest rates, the trend on the market does not show 
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decreasing investments in savings account. Instead, less Swedish households place savings in 
funds, while investments in stocks have increased somewhat during the last years. (SCB, 2015).   

Even though the service offers from the TSRBs are similar, the banks communicate some of 
them as more preferable than other. Handelsbanken communicates for instance to the customer 
that in order to save in stocks, the customer should be very experienced, and instead emphasizes 
the possibility to discuss savings options with their advisors (Handelsbanken, n.d. -a). On the 
other hand, SEB communicates that their customers can easily trade and buy stocks on their own 
through the Internet bank (SEB, 2016c). However, in general for the TSRBs, they provide little 
digital guidance regarding what stocks to invest in. On the other hand, stock trading is much 
easier and appreciated among digital savings banks, such as for example Avanza. Within these 
companies, investing in stocks is more appreciated than investing in the other instruments 
(Avanza, n.d.). Naturally, customers valuing these kinds of service offerings might be more 
positive to become customer at the digital savings banks. Figure 2 shows the savings market 
shares among operators in Sweden.  

 
Figure 2: Market share for different operators on the savings market. The line represents the total savings on the market. 
Source: SCB, annual and sustainability reports from 2010-2015 from TSRBs  

The figure suggests that TSRBs have been losing market shares, while other companies, including 
Avanza and Nordnet, seem to be gaining market shares. However, important to note is that these 
are general numbers and not market share for specific customer segments. Therefore, it is not 
possible to say if the decrease in savings among traditional banks has been caused by a shift in 
demand within a certain customer segment. If the shift in demand has occurred within 
Generation Y’s customer segment, the decrease in market share may be even more severe.  

3.3.2 Payments 
Since the introduction of Internet based payments, many new solutions have been developed. 
Apart from the Internet bank itself, solutions such as Autogiro (periodic payment) and digital 
invoice can also be used in most banks. For a more in depth description of different payment 
offers we refer to, for instance Nordea (2016d) or SEB (2016b). 

Furthermore, digitalization has allowed new markets to grow, and the greatest change has so far 
been in the non-cash payments market (Capgemini and Royal Bank of Scotland, 2015). The card 
payments market is the largest today, but has experienced a decreasing growth rate. Instead there 
has been an increasing importance of mobile wallets and virtual currencies, which were estimated 
to make up between 6.3 and 10.5% of the market in 2014 (Capgemini and Royal Bank of 
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Scotland, 2015). One example of a mobile wallet is WyWallet, which allows customers to pay 
with a text message and the WyWallet application, without any payment cards (WyWallet, n.d.).  

Furthermore, recent trends on the market suggest that an upcoming challenge is that customers 
will be choosing payments methods that are connected to reward programs (Capgemini, 2014). A 
report by PwC (2015) further suggests that with help of big data, companies can offer customers 
rewards that are targeting the customer’s specific needs. This will increase the companies’ 
competitiveness and serve as a threat to companies that do not offer these targeted solutions. 
However, due to old infrastructures banks still have a core role in the payments market since new 
solutions often tend to use the old payment infrastructures (Capgemini and Royal Bank of 
Scotland, 2015).  

3.3.3 Mortgages 
Mortgages are an important part of the loan industry, and make up 82% of the loan market while 
other loans only make up 18% in total (SCB, 2015). We will in this section consider mortgages 
separately and other loans in the next section.  

Due to digitalization, many mortgages now start online. From the website of each of the four 
TSRBs, the customer can apply for both loan commitment and an actual loan. However, with all 
TSRBs, some contact with a person is needed before completing the application; either by a 
physical meeting or by phone (see e.g. Nordea, 2016c).  This is not the case for fully digital banks 
in the mortgage industry. For example, ICA Banken and SBAB allow customers to apply for a 
mortgage by only using online channels and no direct contact with a person is needed (see e.g. 
ICA Banken, n.d. -a).   

On the mortgage market, over the past five years, the traditional banks, together with SBAB have 
been dominating and make up 83% of the total market (Svenska Bankföreningen, 2014). SBAB 
offer mortgage loans to private persons on the Swedish market primarily online. The market 
share divided by the traditional banks and other banks are shown in Figure 3.  

 
Figure 3: Market share for mortgages, divided between the traditional banks and other banks. The solid line represents the total 
lending on the Swedish market by the Monetary Financial Institute. Source: SCB 

The figure suggests that for the TSRBs, the market shares have remained stable over time, 
despite the fact that the total lending to Swedish households has increased, which is illustrated by 
the solid line (SCB, 2015).  
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In contrast to the savings market, the findings above suggest that the traditional banks are 
keeping up with the growth of the market and have historically been able to satisfy the 
customers’ needs. This may imply that customers have a different attitude towards mortgages 
than towards savings and payments.  

3.3.4 Other loans 
Apart from mortgages, TSRBs also offer customers other types of loans. Examples of loans 
could for instance be private loans and car loans. We will however not go into detail on specific 
loans but instead, consider all other loans as a whole. For more information about different 
loans, see e.g. Swedbank (n.d. -d) or Handelsbanken (n.d. -c). 

The TSRBs allow customers to apply for a loan through several channels, such as branches and 
through the Internet bank and if there are no complications the customer receives an answer 
within 24 hours (see e.g. SEB, 2016d). On the market credit market companies also exist, that 
offer similar loans to customers. These loans often require a lower annual income from the 
customer, and could be provided even if the customer has payment default. However in those 
cases, the interest is significantly higher to make up for the larger risk the companies take on.  

There is also a recent trend within the loan market of companies that start platforms for 
providing peer-to-peer lending, i.e. the borrower borrows money directly from the lender with a 
minimum amount of intermediaries. This kind of platform companies can provide more 
favorable interest rates for both the lender and the borrower. The risk associated with such 
lending alternatives is thus the risk that the other party would fail, and hence not return borrowed 
money. (see e.g. Lendify, 2016)  

3.3.5 Package solutions 
For companies that offer all of the services presented above, it is common to also provide special 
solutions that include all these services, here referred to as package solutions. The banks put 
together certain services, and the customer pays one, often reduced, price to get access to all 
services. Moreover, if a customer chooses to aggregate all their financial services in the same 
place, the bank sometimes rewards the customer with, for instance, a lower price for the services, 
or better interest rates on loans and similar. (see e.g. Swedbank, n.d. - c) 

The TSRBs argue that offering the possibility to aggregate all services with the same provider 
means convenience for the customer, and the customers will have a natural provider to turn to if 
they want to take on new financial solutions as well. Operators within only one or a few of the 
service areas do not have the same opportunity (see e.g. Handelsbanken, n.d. -d). 

3.4 Laws and regulations on the financial market 
Since the recent financial crisis, the financial authorities in Sweden and in the EU have 
introduced new laws and regulations on the financial market. The purpose of these new 
regulations is to make sure that there is a financial stability on the market (Finansinspektionen, 
2016a). For the purpose of this thesis we will not go into detail on the specific laws and 
regulations that banks face. We will instead present a brief overview of some regulations and how 
these affect, on one hand banks and on the other hand other financial companies. 

3.4.1 Laws and regulations for banks 
In order to be able to run a bank, a company needs to apply for permission from 
Finansinspektionen (Sweden’s Financial Supervisory Authority), according to The Banking and 
Finance Business Act. This law comprises what a bank needs to do in order to get the permission 
such as a board that possesses the knowledge to run such business, initial capital requirements, 
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what kind of operations the bank can manage, credit ratings, and requirements regarding 
supervision and sanctions (SFS 2004:297). 

Despite this, a bank needs to have a sufficient capital to cover potential losses, which is based on 
credit risks, market risks and operational risks. This also includes that the banks need to conduct 
sufficient risk management. Further ahead, these capital requirements will be even more stringent 
for the banks. There has also recently been more focus on money laundry and that banks need to 
take on actions to discover such operations (Finansinspektionen, 2016a).   

These kinds of laws demand that the banks have control functions within the company such as 
risk management, risk control, compliance and internal audit. These control functions do not 
directly create value for the customer, and are costly for the banks. They are not required for all 
types of financial service operators and are hence a competitive disadvantage for banks since they 
demand large costs.  

3.4.2 Laws and regulations for non-banks 
As stated, many non-banks are not exposed to as many laws and regulations as banks, which 
affect the way business is managed. Some of these companies are not even under the supervision 
of the financial authority. This applies to, for instance companies that are classified as deposit 
companies and financial institutes (Finansinspektionen, 2016b). For the purpose of this thesis we 
will not go into detail on all the companies that are not banks, but instead provide an overview of 
the regulatory environment for the different services and the implications for TSRBs.   

For example deposit companies do not need to apply for permission from Finansinspektionen, 
but only need to register their business. The operation for these companies is limited in terms of 
how long and how much their customer can deposit, and as stated previously, there is no deposit 
guarantee associated with these companies. There is also a more limited need for control 
functions and capital requirements for these companies (Finansinspektionen, 2016b).  

In the case of payments, permission is mandatory from Finansinspektionen in order to offer 
payment services. However, the company does not need to be a bank or a credit institute. In 
order for the company to get permission they need to follow the payments laws and that people 
involved in the company are considered to be suitable for offering payments. There are several 
aspects covered in the “suitable” requirement but far less than the regulations banks need to 
adapt to (SFS 2010:751). 

Loan services are in comparison with payments and savings exposed to more regulations. 
Companies that offer credits and loans are banks or credit companies (Sveriges Riksbank, 2014a). 
For companies to be able to offer loans to consumers, they need to apply for permission and will 
be supervised by Finansinspektionen (SFS 2004:299). Credit companies not classified as banks 
are often referred to as shadow banks (Financial Stability Board, 2015). These companies are still 
under supervision by Finansinspektionen and Konsumentverket, but the regulations are more 
concerned with protecting the consumer rather than concerning financial stability on the market. 
Moreover, there are some exceptions from the permission, for example companies are allowed to 
give out credits in connection to sales of products. This kind of loan demands a down payment 
of at least 20% of the products value. Due to the less regulative nature of shadow banks, most 
banks are investing in these institutes to be able to offer similar credits (Sveriges Riksbank, 
2014b).  

The most recent innovation within the loan market is peer-to-peer lending alternatives. These are 
according to the law considered as a method for payments, and are hence classified as payment 
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institutes and not credit companies. This means that they are under the supervision of 
Finansinspektionen but the regulations demand less capital requirement. This is mostly due to the 
fact that customers investing or lending from a peer-to-peer company is not protected to the 
same extent. Since these kinds of services include consumers on both sides of the contract, if the 
peer-to-peer intermediary should fail, the contract between the consumers would still hold. 
However, for the lender there is no deposit guarantee and if the other consumer fails to fulfill 
their part of the contract the lender will not be guaranteed to get the money back.    

3.4.3 Insights 
Since banks need to follow heavy regulation and have several different functions within the 
company that do not create any direct value for the customers, there are a lot of costs associated 
with banking that other companies do not face. Therefore a competitive advantage for such 
companies might occur, at least in niche segments. However, it is in most cases a large economic 
barrier for new operators to enter as banks on the market as independent actors. This 
consequently reduces the threat for traditional banks in the whole service offering segment. On 
the other hand, banks often invest in different operators to be able to benefit from the 
advantages from not being classified as banks, such as shadow banks.  

As discussed earlier, it is possible for operators to start in a niche segment as a non-bank. For 
these operators, it is not possible to offer a comprehensive package solution. Therefore, if 
customers value to have all their services aggregated in one company, this will reduce the threat 
from non-banks. Moreover, since the business non-banks can conduct is limited, there might also 
be some limitation for them in niche segments as well.    
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4 THE GAP-MODEL: INSIGHTS 
Using the theory and secondary data outlined in previous chapters, we have developed a framework representing our 
view on retail banking and the research questions at issue. In this chapter we will present the framework and 
explain the connections to the theory. The framework will throughout the report be referred to as The Gap-model.  

The framework, i.e. The Gap-model, is presented in Figure 4. 

 

Figure 4: The Gap-model. The gray area represents the focus in this thesis 

In The Gap-model, we have on one side the behavior of Generation Y (Gen Y). Given the 
literature review and secondary data, we have identified three areas, which affect the behavior of 
Generation Y; digitalization effects, path dependency and characteristics of services. 
Digitalization effects include Generation Y’s current usage and historical adoption of digital 
platforms (e.g. Calisir & Gumussoy, 2008) and digital concepts such as social media (e.g. Ruth, et 
al., 2013), and usage of different distribution channels (e.g. Barth & Veit, 2011). Characteristics of 
services covers how the financial services in themselves affect Generation Y’s behavior. Within 
this area functionality (e.g. Pikkarainen et al., 2004; Luarn & Lin, 2005), costs (e.g. Koenig-Lewis 
et al., 2010; Kuisma et al., 2007; Luarn & Lin, 2005) and security (e.g. Laukkanen, 2007; 
Dimensional Research, 2012; Laukkanen & Kiviniemi, 2010) associated with service providers are 
considered.  Despite these drivers of Generation Y’s behavior, there is the irrational view of 
customer behavior, called path dependency. This aspect covers behavior related issues, connected 
to habits and preferences for aggregating services (e.g. Konsumentverket, 2009; Agic & 
Holmgren, 2009; Lewis & Sureli, 2006).  

On the other side, we have the financial services offered by banks. The behavior of the 
customers, which make up Gen Y’s demand, and the service offerings meet in the marketplace. If 
the supply from the banks does not match the demand of Generation Y, a gap occurs, which can 
be seen in the figure. The magnitude of this gap is of particular interest, since it addresses the 
long-term sustainability of the traditional banks’ strategy. The gap is externally affected by 
financial regulations on the market (Finansinspektionen, 2016a), and internally affected by the 
traditional banks ability to innovate, and hence the internal barriers for innovation (e.g. Bajada & 
Trayler, 2015, Nelson & Winter, 2006). Threats from other operators; other banks as well as non-
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bank companies and Fintech also affect the gap externally. The services offered by these banks 
could potentially increase the gap between Generation Y and traditional banks.  

For the purpose of this thesis, our main focus will be on the “Gen Y’s behavior”-side of the 
problem. By understanding the behavior and the three drivers presented above, RQ1: “What is 
Generation Y’s current retail banking behavior?”, will be addressed.  

Moreover, since the purpose of this research is also to provide implications and address how 
TSRBs are affected by the behavior of Generation Y we will also touch upon the other factors in 
The Gap-model. By including more aspects than only understanding the behavior, both RQ2: 
“How do TSRBs address digitalization and needs of Generation Y”? and the main RQ: “How could 
Generation Y’s behavior affect TSRBs in an increasingly digital environment?” will be addressed. By 
understanding how TSRBs view digitalization and Generation Y, we can provide implications for 
where there seem to be a gap between TSRBs and Generation Y. When addressing the gap, we 
will also address aspects such as threats from other competitors, which occur where gaps are 
present. We will also touch upon the regulations aspects and internal innovations barrier. 
However, these aspects are considered in relation to Generation Y’s behavior and not as separate 
areas affecting the gap, and hence will not be fully addressed.  

By mainly focusing on the gray area in The Gap-model, we will not be able to address the 
problem fully. However, our work can serve as a foundation for addressing the other aspects of 
the issue in more depth in future research. More implications for future research will be 
presented in section 8.3.    
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5 METHOD 
The chapter begins with a description of how the research process was developed and carried out. In the following 
subchapters, the different methods used for data gathering and analysis is presented, discussed and motivated. 
Finally, the chapter closes with a discussion about the validity, reliability and generalizability of the investigation. 

5.1 Design of the research process 
The purpose of this thesis was to investigate how the behavior of the digitalized Generation Y 
could affect TSRBs in the increasingly digital environment. Furthermore, the purpose was also to 
address potential threats and opportunities in this area for the traditional banks, by providing 
implications. Due to the limits in previous literature on the intersection of Generation Y’s 
behavior and customer behavior in the Swedish retail banking industry, the aim of the research 
was to get a holistic view of the digitalization phenomenon in the banking industry. Hence, the 
aim of the research was not to go into detail on the different parameters in The Gap-model, but 
rather provide a holistic view on the problem. Therefore, this thesis mainly serves as a pilot 
study, providing implications on where gaps could exits and give suggestions on which areas 
TSRBs should carefully consider, rather than understanding what drives the gaps in specific.  

An initial meeting was held with a representative from one of the TSRBs to understand the basic 
context of the problem. Together with a review of documents and publications on the subject 
from the same TSRB, this served as a starting point for the thesis. In the beginning of the 
research process, literature was also reviewed to increase the understanding of customer behavior 
and challenges for banks in the financial industry. Based on the literature, a questionnaire was 
developed, as a means to understand the behavior of Generation Y. Before distributing the 
questionnaire to a larger sample, a pre-study with a smaller focus group of ten people was 
conducted to complement the reviewed literature, the meeting and review of other 
documentation. Collis and Hussey (2014) argue that triangulation of theory, i.e. using several 
sources of theories, decreases the biases. Therefore, by using literature, financial documents and a 
focus group, triangulation of the process was enhanced.  

In order to evaluate the implications for the TSRBs, semi-structured interviews were conducted 
with representatives from different functions within the four TSRBs. These interviews concerned 
the banks view of digitalization, Generation Y and threats from other competitors.    

The process was iterative between the literature review, data collection and analysis of the data, 
which is illustrated in Figure 5. The different components of the research process will be 
discussed in more depth in the following sections.    
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Figure 5: Visualization of the research process 

5.1.1 Methods for research question 1 
The first sub-question, RQ1, was: “What is Generation Y’s current retail banking behavior?”. In order to 
be able to understand Generation Y’s behavior and values of financial services, a qualitative 
questionnaire was made. Blomkvist and Hallin (2015) argue that a questionnaire is particularly 
preferable when the behavior of a large group of people should be generalized. However, the 
survey conducted in this thesis can be considered as a pilot study and will not be able to 
generalize the whole population, but can still provide some insights into the behavior of 
Generation Y.  

The questionnaire was based on key drivers that were either identified in the literature or 
empirically identified through other documentation and in discussion with the focus group. The 
literature concerned customer behavior in the digital era and the underlying drivers for 
Generation Y’s acceptance of digital solutions. The questionnaire contained general questions 
about the respondent; such as for example age or gender. These questions were developed in 
order to make sure that the population represented Generation Y, and that there was a good 
distribution in the sample. The next part, which was the major part of the questionnaire, 
contained questions about the respondents’ current banking behavior and the reasons for why 
they use different financial service providers. By asking these kinds of questions we were able to 
understand the behavior. We will in section 5.4 go into more detail of the development of the 
survey.    

5.1.2 Methods for research question 2 
The second sub-question, RQ2, was: “How do TSRBs address digitalization and needs of Generation Y?“. 
This question was addressed through a combination of qualitative semi-structured interviews and 
investigation of corporate documentation.  
 
The interviews had two purposes. The first purpose was to get an understanding of how TSRBs 
view the digitalization phenomenon in general, and how this affects them in terms of threats 
from other competitors. The second purpose was to understand how these banks consider and 
address customers from Generation Y, both in general terms and as a frontier for digitalization. 
The interviews were held with representatives from the four TSRBs. The representatives were 
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chosen according to three different levels in the organizations; directors within digital business 
development, employees within digital product or channel development and employees with a 
customer relation focus. Within each area, two to four interviews were held with each TSRB 
respectively. 

As a complement to the interviews, corporate documents, such as for instance the annual report 
from TSRBs, were reviewed. The purpose of reviewing these documents was to gain an 
understanding of how the banks view digitalization, and how they communicate this to their 
customers. By both comparing and complementing the interviews with the documentation, we 
were able to deepen the insights.  

5.1.3 Methods for main research question 
Answering the two sub-questions serves as a foundation for answering the main research 
question: “How could Generation Y’s behavior affect TSRBs in an increasingly digital environment?“. 

By identifying Generation Y’s behavior through a questionnaire, and comparing this with the 
banks perception of this generation, and digitalization in general, it was possible to address the 
main research question. Through this comparison, it was possible to identify differences, which 
could serve as threats for TSRBs. Secondary data from other organizations, such as The World 
Banking Report, and statistics from SCB (Statistics Sweden) were also reviewed. These kinds of 
documents were used to retain an objective view on the problem, since these documents were 
provided by a third party. Thereby, implications for TSRBs could be addressed in more depth. 
Moreover, as discussed in the introduction, the financial market is currently exposed to heavy 
regulation. Therefore, law documents from Finansinspektionen were also reviewed to get a 
deeper insight into the market environment and potential implications from this. 

However, in order to position the research into the academia, more literature was added. For 
analyzing the results from the investigations in this study, it was necessary to study several areas 
to understand the underlying factors behind these. In a broader perspective, industrial 
transformation was a key to understand the forces operating in the banking industry as a whole. 
Moreover, this theory was used to gain a broader understanding for the other literature block; 
service innovation and internal barriers for innovation. Within these areas, focus was placed on 
understanding the drivers of service innovation, and which internal barriers that can hinder 
transformation and innovation. Hence, TSRBs’ internal role could be addressed, and threats 
originated from inside the organizations could be identified.  

5.2 Literature and review of documentation 
This sub-chapter is divided into two sections; a literature review concerning previous studies and 
a review of other financial documents and their corresponding role in this thesis.  

5.2.1 Literature review 
A literature review, focusing mainly on industrial transformation, service innovation and both 
rational and non-rational drivers for young customer’s behavior in the digital era was conducted. 
The literature process was in the beginning very broad, but was continuously narrowed during 
the research process. The purpose of the literature review was to gain a broader understanding, 
and gain insights into transformational processes and how these affect banks in particular, 
together with a more in-depth understanding of Generation Y’s behavior. The literature review 
contributed to identification of knowledge gaps, inspiration and provided a better understanding 
of relevant information used for data collection and interpretation of the results.   
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The literature review used for understanding Generation Y’s behavior filled two purposes. The 
first was to create an understanding Generation Y’s general behavior. The second purpose was to 
understand previous research in the financial sector. Here, focus was placed on finding what 
other researchers had already concluded and hence identifying gaps in the literature. This part of 
the review covered both previous transformations, such as the introduction of Internet banking, 
and the current development in the banking industry. The gaps found were then used as a basis 
for the research design. Since this thesis focuses on Generation Y and customers’ retail banking 
behavior, most of the identified gaps were connected to lack of literature regarding the 
intersection of these aspects. In the literature, three particular aspects were identified as 
important for understanding customer behavior; digitalization effects, path dependency and 
characteristics of services.   

The literature review of industrial transformations served as a foundation for gaining a wider 
understanding of the transformational forces and to put our research in a broader context. 
Moreover, to touch upon the supply side of The Gap-model (discussed in Chapter 4), literature 
in the service innovation area was also reviewed. The purpose of reviewing this literature was to 
gain a more in depth understanding of what the service innovation process looks like, and of the 
internal barriers that can hinder service innovation on different levels. The purpose was not to 
identify specific drivers for service innovation, which is out of the scope of this thesis due to the 
customer focus. Instead, the purpose was to gain an understanding for implications behind the 
gap, which was then used when evaluating the results.  

The main source for finding literature was KTHB Primo, a search engine with multiple external 
databases and the library catalogue of KTH. This database is reliable since it provides peer 
reviewed articles, which increases the reliability of the sources. To complement KTHB Primo, 
Google Scholar was used to search for journal articles and books. When evaluating sources the 
main parameter was number of citations.  

Keywords used for searching relevant literature were for instance: “Industrial transformation”, 
“Service innovation”, “Barriers for innovation”, “Barriers for service innovation”, “Financial industry”, 
“Banking”, “Retail Banking”, “Digitalization”, “ICT”, “Customer path dependency”, “Service innovator”, 
“Generation Y”, “Millennials”, “Generation Y’s behavior”, “Customer behavior”, “Young customer behavior”, 
“Virtual channels”, “Distribution channel acceptance”, “Customer adoption”, “Drivers for customer adoption”, 
“Virtual banking”, “Online banking”, “Internet banking”, “Mobile banking”, “Peer-to-peer banking”, “Social 
media banking”, “Irrational customer behavior”, “Bounded rationality”, “Heuristics”, “Status quo”, “Customer 
loyalty” and “Habituation”. 

5.2.2 Review of financial documentation 
To complement the academic literature, other documents were also reviewed. The purpose of 
reviewing these documents was mainly to gain a deeper understanding of the financial market. 

First, annual reports, sustainability reports and websites were used to complement the interviews 
regarding TSRBs’ awareness and attitude towards digitalization. It can be questioned how much 
the annual and sustainability reports actually capture the banks’ view on digitalization. However, 
we argue that these documents are interesting since they capture the aspect of how digitalization 
is communicated to the customers, and were therefore used as a complement to the interviews. 
Using several sources will also increase triangulation and decrease biases (Collis & Hussey, 2014). 

The documents discussed above have the disadvantage of being published by the banks 
themselves and are therefore representing their subjective view. Therefore, other documents 
regarding retail banking, were also reviewed, such as for example The World Payment Report, 



   

29 

 

OECD Digital Economy, together with documents from Statistics Sweden, The Digitalization 
Commission and The Swedish Consumer Agency. The advantage of also reviewing these kinds of 
documents is that they are provided by third parties and not by specific banks and can therefore 
provide a less subjective view of the financial market.  

Finally, other financial documents concerning the laws and regulations aspect of the financial 
market were reviewed, in order to touch upon the aspects of threats from other competitors in 
The Gap-model. These were found at Finansinspektionen and Sweden’s central bank, 
Riksbanken. 

5.3 Pre-study with a focus group 
As a part of the development of the questionnaire, a pre-study was done using a focus group. 
The purpose of the focus group was mainly connected to two areas. The first area was to 
discover new aspects on how Generation Y does banking. Therefore, the pre-study served as a 
complement to the literature review. The other area was to test the content and the design of the 
questionnaire. By using the focus group in the development process, we could avoid that the 
questionnaire became too long by reducing the number of questions, and thereby avoiding the 
risk for questionnaire fatigue (Collis & Hussey, 2014). Moreover, the focus group was used to 
make sure that there was no vague wording or wrongly formulated questions. This was done in 
order to avoid leading questions, or questions that are possible to misunderstand, which 
otherwise would create biases (Bell, 2006). These aspects were tested through direct feedback 
from the focus group but also by analyzing their results after completing the questionnaire. When 
respondents had answered a question in an unexpected way, they were asked what they 
associated with the question and evaluation of vague wording could be done. It is of course not 
possible to eliminate the risk of vague wording completely, but in this was it could be reduced to 
a minimum.   

The focus group consisted of ten people. According to Collis and Hussey (2014), members of a 
focus group should have similarities with the target population. Therefore, the majority of our 
focus group was people from Generation Y (8 out of 10) from different parts in Sweden. 
However, we also chose to include two persons from older generations, to be able to view 
differences between older and younger generations.  

The pre-study had a qualitative nature. First, a draft of the questionnaire was distributed to the 
focus group, and the respondents were asked to answer the questionnaire by themselves. The 
respondents were also asked to think about certain aspects when answering the questionnaire; 
ease of understanding the questions and contents, important aspects not covered in the survey 
and layout issues. The questions distributed to the focus group can be seen in Appendix A. These 
questions had an open character, which allowed the respondents to be more flexible in their 
feedback. When the questionnaires had been answered, we met with the respondents to discuss 
the questionnaire face-to-face. These feedback sessions were performed with a small group of 
respondents (1-4 people).  

One point that was found in the pre-study was that people from the older generations used less 
digital solutions. Due to the low sample and qualitative nature of the focus group, the 
generalizability of these findings is low and we will therefore not go into more detail concerning 
differences between age groups. We could however see differences between these groups, which 
strengthens the reason for considering Generation Y in the future of retail banking. 
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Based on the feedback provided by the focus group, the questionnaire was revised before the 
final distribution. Questions were deleted or comprised to make the questionnaire shorter and 
more concise.  

5.4 Survey 
We will in this section present how the questionnaire was developed. First, we will present the 
overall development process of the questionnaire to provide a general overview. Next, the 
parameters that were used for developing the questions are presented. We will also discuss the 
different types of questions that were used. Finally, the sample selection and distribution of the 
questionnaire will be addressed.  

5.4.1 Questionnaire development process 
The purpose of the qualitative questionnaire was to understand the banking behavior of 
Generation Y. Trost (2012) argues that a qualitative study is preferable when the aim is to 
understand how people reason and react, and that a quantitative study is preferable if the aim is 
not to understand people’s reasoning but rather “how often” or “how many” who behave in a 
certain way. Therefore, we argue that the qualitative method is preferable. However, Trost (2012) 
also states that when estimating population parameters, quantitative measures are preferable. In 
our investigation, Generation Y’s behavior can be seen as the population parameter. Hence, 
when analyzing the result, the answers to the questionnaire were converted to quantitative 
measurement, i.e. answers such as “good” or “bad” were translated into numbers. This increased 
the comparability of the answers. 

The first draft of the questionnaire was based on the literature review and investigation of 
documents. After the pre-study with the focus group, the questionnaire was revised and then 
distributed to a larger sample of respondents from Generation Y. Throughout the development 
of the questionnaire, an iterative process was used. The iterative approach was used to make sure 
that right questions were asked and that previous research had not covered these issues for this 
particular target population.  

The questionnaire consisted of four different areas; classification of the respondent, digitalization 
effects, path dependency and characteristics of services. The first part of the classification 
questions concerned the age and country of residence of the respondent to make sure that the 
respondent belonged to the target population. The second part of the classification questions 
included questions regarding residence city, occupation and gender. The reason for why these 
aspects were considered was that we wanted to make sure that there was a distribution within 
these categories that was representative for the whole target population. Next, some questions 
regarding the respondents’ general digital and financial behavior were considered in order to 
contextualize the answers. These questions also served as a filter for further analysis. 

The major part of the questionnaire focused on how the respondents behave on the financial 
market based on the three areas, aforementioned. These parameters were both investigated 
separately, and by comparing them with each other. In this way we gained a more in-depth 
understanding of the drivers behind the behavior. However, in the first draft of the questionnaire 
the respondents were asked to rank the parameters in relation to each other so that the 
importance of different parameters could be better understood. The focus group found the 
ranking questions to be tiresome to answer, and in order to avoid that the respondents would 
become bored and not finish the questionnaire; we chose to ask separate questions instead. Since 
the respondents were able to evaluate each parameter separately and not in relation to each other, 
there might be some biases in more sensitive questions. Collis and Hussey (2014) discuss this 
issue. For example the respondents were asked to rate how well “I choose the best solution” 



   

31 

 

described why they use a certain financial provider. This question is somewhat sensitive in the 
sense that it is not likely that people will answer “do not agree at all” on this type of question. 
However, since we wanted to avoid the ranking questions, using these kinds of questions was 
necessary. 

5.4.2 Parameters used for developing the questionnaire 
In this section we will present the parameters used when designing the questionnaire. The 
parameters were developed based on the literature, i.e. the theoretical setting and feedback from 
the focus group, together with secondary data, i.e. the empirical setting, connected to the three 
areas, i.e. digitalization effects, path dependency and characteristics of services, which were 
identified in The Gap-model. These parameters were then broken down into more specific 
parameters. The parameters in the last layer are the ones used when developing the questionnaire. 
An overview of the parameters can be seen in Figure 6.   

 

Figure 6: Parameters used for developing and analyzing the questionnaire 

First, the parameters developed from the empirical setting will be motivated in more depth. 
Then, the parameters derived from the theoretical setting are presented, and are summarized in 
Table 1. 

5.4.2.1 Empirical setting 
In this section, the parameters that were developed from the empirical setting will be presented 
separately. 

Current usage of banking services 
This first parameter considers how Generation Y currently uses different kinds of banking 
services, to understand the context of how digitalized Generation Y is. Since Generation Y is 
considered to be early adopters of digital channels, such as the Internet bank (Calisir & 
Gumussoy, 2008), this parameter is of interest.  

Furthermore, the parameter includes usage of services provided by banks, but also usage of 
services provided by other companies. Research has shown that young people are in general 
more positive to use financial services from companies whose core business is not within 
financial services (Capgemini, 2014). If customers are using financial services from companies 
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that are non-banks, it is more likely that they will have a positive attitude towards other 
companies that could enter the market. This could be a threat to traditional banks.  

Attitude towards TSRBs competitors  
In contrast to the previous parameter, this parameter also includes Generation Y’s attitude 
towards financial services they currently do not use and are offered by other service providers 
than TSRBs. By including this parameter, we can also address Generation Y’s attitude towards 
innovations by new start-up companies, companies within social media, peer-to-peer services, 
and other that has not yet, or only recently, been launched to a large market.  

Peer-to-peer acceptance is for instance expected to be larger by people more likely to following 
trends (Moeller & Wittkowski, 2010), which Generation Y in general has been proven to be 
(Frost & Sullivan, 2010). Hence, understanding peer-to-peer acceptance among Generation Y 
might provide implications on future acceptance, especially since this generation is more eager to 
grasp new concepts in relation to previous generations (NAS Insights, 2006). Therefore it is a 
possibility that Generation Y would prefer peer-to-peer even though they could get a loan 
elsewhere.  

Since compatibility with a customer’s social infrastructure is an important part for accepting 
services (Koenig-Lewis, et al., 2010), we argue that, due to the frequent usage of social media, and 
increasing importance of peer-to-peer services, it is crucial to address how Generation Y are 
currently using social infrastructures such as social media and peer-to-peer solutions. By 
understanding this, implications on future usage of these companies as financial service providers 
can be addressed.  

Within this context, another aspect is the increasing usage of digital financial service providers 
such as Avanza or Nordnet, that offer savings alternatives that recently have attracted customers 
from the traditional banks. While TSRBs promote saving in funds or saving accounts, these 
digital banks emphasize stock trading. A natural hypothesis is whether these kinds of companies 
attract customers that are more interested in being active traders within the stock market, rather 
than invest in funds. Hence, these aspects were also considered in the survey. By including these 
aspects we could understand underlying drivers of customers that take on savings services from 
another bank, even though there is a possibility to invest in the same way using a TSRB. We will 
in the presentation of the result refer to this aspect as: “Savings: A case if Generation Y’s attitudes” in 
section 6.1.2. 

Aggregation 
This parameter measures customers’ tendency to only use one bank as a provider for financial 
services. The research performed by Konsumentverket (2009) showed that most people have not 
considered to switch to another bank, while the majority of the people that currently have 
another bank than they had three years ago, also moved all their financial services to the new 
bank. This study was however conducted in the context of customer movements rather than the 
attitude towards aggregating services directly. Despite this we argue that this research still 
emphasizes the tendency to aggregate services in one company. Since TSRBs seem to compete in 
this way by offering package solutions to their customers (see section 3.3.5), aggregation is of 
particular interest.  

This aspect is also interesting since, due to the regulation and laws in the financial market; it is 
easier for new operators to enter the market in niche segments without having to be classified as 
a bank. Therefore, if Generation Y feels that they benefit from using only one bank, this would 
reduce the threat from new operators and increase TSRB’s competitiveness.  
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Moreover, when testing the survey on the focus group, some people emphasized the convenience 
of being able to aggregate all services in one bank. One reason they pointed out was that they had 
one financial advisor that could help them with all their errands. Therefore, this aspect was 
included in this parameter as well. 

Habituation  
We argue that this parameter is of importance for the study since it captures barriers for 
customers to use alternative solutions from companies that are not classified as banks. From the 
study conducted by Konsumentverket (2009), the result showed that the main reason for why 
people choose a bank is that the bank is used by family members or that they use the bank due to 
habituation. However, this research was conducted on the whole population and not on 
Generation Y in specific. Due to Generation Y’s disloyal behavior, as was mentioned by 
Reisenwitz & Iyer (2009), this parameter could be of less importance for this generation than the 
population in general. Therefore we argue that it is interesting to include this parameter in the 
survey.  

Moreover, loyalty and use of retail banks out of habit have been discussed in the literature. Lewis 
and Sureli (2006) and Dowling (2003) argued that the habituation parameter has little impact and 
if benefits are gained somewhere else, customers will easily change bank. However, in contrast to 
this, Agic and Holmgren (2008) found that customers seem to be loyal even though they are 
unsatisfied with their bank. Including this parameter will therefore also help in addressing this 
contradiction and contribute to the literature in this sense.  

Financial advisory 
This parameter targets the importance of good financial advisory and guidance when choosing a 
financial service provider. We argue that it is important to understand how financial advisory 
affects the choice among Generation Y, since this can provide valuable insight into how banks 
communicate themselves to their customers, and what they promote. This aspect is important 
since TSRBs strongly promote financial guidance from them as highly important (see section 3.3).  

Direct branch requirement 
We will also address the need for different distribution channels by including a parameter 
concerned with direct branch requirement. This parameter includes direct questions of how 
Generation Y values and uses branches. If customers are used to using branches, it is more likely 
that they will use the branch in the future. Moreover, customers could have direct requirements 
for a branch even though indirect branch requirements, which will be presented in the theoretical 
setting below, might suggest differently. Therefore this parameter is important for the study.   

  



   

34 

 

5.4.2.2 Theoretical setting 
The parameters derived from the literature are summarized in Table 1. 

Parameter Comment Literature 

Indirect branch 
requirement 

Based on the sub-categories in italic, the 
indirect branch requirement will be addressed 

 

     Advisory requirement Need for consultation Barth and Veit (2011) 
     Information requirement Perceived ambiguity and need for 

information 
Barth and Veit (2011), 
Graupner et al. (2015) 

     Perceived complexity Perceived complexity of different services Sousa et al. (2015),  
Graupner et al. (2015) 

     Self-efficacy Perceived self-efficacy affect the perceived 
ease of use 

Lee and Im (2015),  
Luarn and Lin (2005)  

    Frequency Considered to be known for payments (high), 
loans and other loans (low). Need to 
investigate for savings. 

Sousa et al. (2015) 

Security Security has been important in different 
ways, but not yet researched from a company 
level.  

Kuisma (2007),  
Laukkanen (2007), 
Dimensional Research (2012) 

Costs Different views on costs create need for 
investigating this parameter. 

Luarn and Lin (2005), 
Koenig-Lewis et al. (2010) 

Functionality Perceived usefulness, ease of use, best 
solution is covered in this parameter 

Pikkarainen et al. (2004), 
Luam and Lin (2005) 

Table 1: Parameters derived from literature 

5.4.3 Question development 
For the more specific questions, closed questions were mainly used instead of open questions. A 
closed question means that the respondent answers by choosing between pre-decided 
alternatives, whereas open questions allow the respondents to more freely develop their own 
answers (Collis & Hussey, 2014). Open questions are in general more difficult for the 
respondents to answer, and respondents who are not very interested in the subject, or does not 
know precisely how to answer may choose to not answer at all (Trost, 2012). Since the 
questionnaire aimed at getting a holistic view of Generation Y’s behavior, the length of the first 
draft became rather long. Therefore it was decided to avoid open questions, in order to reduce 
the length. However, a disadvantage with closed questions is that they need to cover all aspects; 
otherwise the result will be misleading (Collis & Hussey, 2014). In order to avoid this, we added 
the opportunity to answer “Other” for some questions and the respondents could then write an 
own alternative. This was used for questions that were very specific and had not been explored 
previously in the literature. An example of this is shown in Figure 7. 
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What explains why you use a particular payment solution for a specific purpose? 

○ I get discounts and/or earn credits in customer reward programs  

○ I think it is allows more flexible and/or faster purchases 

○ I can use more technical features 

○ Other: _____________________________________________ 

Figure 7: Example of a question with closed nature but with an open alternative in case the respondents felt that the alternatives 
did not cover their opinion 

Even though all questions had a more or less closed nature, different types of closed questions 
were used. Single and multiple choice questions were used to assess current usage of financial 
services. A way of capturing the respondents’ attitude is by using Likert-scale questions. The 
Likert-scale uses a statement that the respondent rates on a scale that ranges from “disagree” to 
“agree” (Patel & Davidson, 1994). The traditional Likert-scale often includes five or seven 
alternatives for the respondent to choose between (Trost, 2012). However, in most cases within 
this questionnaire, a scale with six or four alternatives was used. Avoiding an odd number of 
alternatives forces the respondent to choose sides. A downside with this approach is that 
respondents that do not have sufficient knowledge about a question still have to choose side. 
There may also be cases where respondents actually want to answer indifferently. We argue that 
these cases are few and that if the respondents have the possibility to place themselves in the 
middle of a scale, it is possible that they do this since it is easier than contemplete on their 
behavior. Therefore, we have limited the number of questions with an odd numbered scale.  

As stressed previously, the length of the questionnaire was a large concern. This issue had a great 
impact on the layout of the questionnaire. Displaying questions in tables is one way to compress 
and reduce the number of questions, when the questions should be answered with the same 
response scale (Trost, 2012). Therefore, tabled questions were often used. Nevertheless, using 
too many questions with alternatives that should be graded using the same scale increases the 
likelihood of tiring the respondent and thereby also making it more likely that their responses will 
be misleading (Trost, 2012). Therefore, we used a maximum of five rows for these kinds of 
questions. The final version of the questions can be seen in Appendix B. 

5.4.4 Sample selection and distribution 
The target population, i.e. Swedish individuals born between 1980 and 1994, was divided into 
four age groups; 1980-1983, 1984-1987, 1988-1991 and 1992-1994. The sample was then selected 
to have an even distribution in the four groups. Despite age, the sample was also designed to 
have a distribution representative for the Swedish population over residence city (in terms of size 
of the city), gender and occupation. According to Trost (2012), this kind of sample selection is 
called quota sampling since the sample selection is not random, due to the fact that the 
respondents are chosen based on their characteristics. However, by using this approach the 
chosen sample had a dispersion representative for the population within these categories.  

A weakness with questionnaires is that there is a risk for questionnaire fatigue and non-response 
bias (Collis & Hussey, 2014). To reduce the risk for questionnaire fatigue, i.e. the reluctance to 
answer a questionnaire due to having been “overwhelmed” with requests for participation in 
many surveys, distribution was done using direct channels to individual respondents. This would 
increase the willingness to participate as opposed to distribution through mass channels. As for 
non-response bias, which is the problem with people not answering the questionnaire, Collis and 
Hussey (2014) suggest sending a follow-up request to increase likelihood of questionnaires being 
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returned. This was also done for our investigation. The questionnaire was open for two weeks, 
and a reminder was sent one week before closing. Moreover, to increase the likelihood of people 
participating in the study, we also offered the respondents a chance to win a prize if they 
participated.  

The online questionnaire was distributed to the respondents via a link to the questionnaire by 
direct e-mail and via social media channels. Accompanying the questionnaire was a descriptive 
letter with the purpose of the study and information about whom to contact in case of questions. 
The respondents were also informed that they would remain anonymous throughout the 
investigation, which can also add positively to the response rate and honesty among the 
respondents (Collis & Hussey, 2014). The response rate of the survey is displayed in Table 2. 

 Sample size No. of respondents Response rate 

Generation Y 240 124 51.7% 

Table 2: Sample size, number of respondents and response rate for the questionnaire 

5.4.5 Method for analyzing the questionnaire 
According to Trost (2012), a quantitative method for analyzing and a qualitative method for 
interpreting the result are beneficial when the aim of the study is to understand how people 
behave and based on this, provide implications. This also makes the answers comparable. 
Therefore, this approach was used in this thesis. 

The classification questions, concerning the characteristics of the respondents were used as a 
filter for analyzing different respondent groups. These questions were also used to evaluate how 
the sample was distributed over the four different control parameters. Since a quota sampling 
approach was used, this had to be done in order to be able to address the quoting of the sample. 

The results from the other questions were analyzed according to the three different areas of 
Generation Y’s behavior, i.e. digitalization effects, path dependency and characteristics of 
services, and the parameters explained in section 5.4.2.  

The Likert-scale questions were analyzed quantitative according to their mean, median standard 
deviation and outliers by assigning a value of 1-4 to the different categories. The mean values 
were used to address how the respondents ranked the parameters and identify which ones that 
were most important, and the standard deviations was used to address how the views were 
distributed within the sample. The result of the statistics was represented through box-plots. A 
schematic picture of a box-plot is displayed in Figure 8 

 
Figure 8: Schematic picture of a box-plot 
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In the box-plots, the rectangular box covers the mass between the 25% and 75% percentile. The 
median is presented as a vertical line and the mean is represented by an asterisk. The outer 
horizontal lines shows maximum and minimum value of the mass covered in the area of a size 
1.5 times the rectangular box above and below the percentiles respectively, these are called 
whiskers. Moreover, the circles in the plot represent outliers, which are extreme values.  

The interpretations of the statistics were then analyzed qualitatively by addressing how the result 
can be a threat for the TSRBs with The Gap-model as a basis. The qualitative interpretation was 
then analyzed together with the results from the interviews.  

5.5 Interviews 
To address the supply side of The Gap-model, interviews were conducted with representatives 
from the four TSRBs, i.e. Nordea, SEB, Handelsbanken and Swedbank. The purpose of the 
interviews was to gain a deeper understanding of the issues from the supply-side perspective, and 
understanding the personal constructs of the interviewees. Therefore semi-structured interviews 
were conducted. This approach for conducting interviews was suitable since it allowed the 
interviewee to be more story-telling, rather than being forced into a fixed format (Collis & 
Hussey, 2014). However, a disadvantage with this approach is that the interviews can be difficult 
to compare with each other, since they can vary in shape and form (Collis & Hussey, 2014). 
Therefore, the interviews were complemented with investigation of the banks’ documentation, 
which was described in section 5.2.2. 

5.5.1 Developing and performing the interviews 
Questions for the interviewees were put together in advanced and divided into three different 
areas; the banks view of digitalization, perception of the Generation Y customer segment and 
potential threats from other actors on the financial market. Most focus was placed on the first 
two categories, since the third category was not the main focus for this thesis. However, these 
questions served only as a base for the interviews and were developed and reformed during the 
research. This format allowed the interviewees to be more flexible and focus on their specific 
area of interest and knowledge (Collis & Hussey, 2014). Furthermore, the questions were 
distributed to the interviewees in advance, to provide a possibility for them to prepare. The 
questions can be seen in Appendix C. 

Some of the areas discussed during the interviews are connected to strategy. Therefore the 
interviewees often answered questions in broad terms. In order to avoid this, we asked clarifying 
questions or asked the interviewees to give examples. Collis and Hussey (2014) refer to this as 
using probes, which are used in order to gain a deeper understanding of the issue. Example of 
probes are: “What do you mean by that?” or “Can you give me examples?”.  However, 
sometimes the interviewees expressed their unwillingness to answer a particular question and to 
avoid the ethical issue with dignity as described by Collis and Hussey (2014), the question was 
then dropped and the interview moved on to a different area.     

The interviews were held face-to-face, and in one case via telephone, and lasted around 45 
minutes. The interviews were held in either Swedish or English, depending on the preference of 
the interviewees. The interviews were recorded and later transcribed. Two to four interviews 
were held per bank. The interviewees were chosen according to three different areas; directors 
within digital business development, employees within areas of channel or product development 
and employees with main focus in customer relations or meeting points. The areas and which 
banks that were interviewed can be seen in Table 3. Representatives from the digital business 
development presented an overview of the bank’s view on a broader level. Representatives from 
the channel or product development focused on the technical development. In the category of 
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customer relations, more focus was put on Generation Y and how the bank should handle this 
segment. All interviewees were asked questions regarding digitalization, Generation Y and threats 
from other competitors. However, the focus in each interview was on their particular expertise 
area in the bank. By using this format, we were able to get an overview of the general opinion in 
the banks and also spot differences between the different areas.     

Areas Nordea Handelsbanken SEB Swedbank Total 

Digital business 
development × × × × 4 

Channel or product 
development × ×  × 3 

Customer relations × × ×  5 

Table 3: Interviewees from different areas distributed over the TSRBs 

The first category was made up of directors within different digital contexts such as; head of 
digital banking, digital economists and head of digital development. The second category 
consisted of; product or channel owners and head of digital processes and in the third category 
interviews were held with; private economists and employees within digital meeting points. The 
response rate of the interviews is displayed in Table 4. 

 Sample size No. of interviews Response rate 

TSRB 38 12 31.6% 

Table 4: Sample size, number of interviews and response rate for the interviews 

5.5.2 Method for analyzing the interviews  
The interviews were analyzed according to three areas; drivers of Generation Y’s behavior, 
internal barriers for innovation and competition on the financial market. The framework used for 
the analysis can be seen in Figure 9. 

 
Figure 9: Framework for developing and analyzing the interviews 

DRIVERS OF GENERATION Y S
BEHAVIOR

D
igitalization effects

C
ustom

er path 
dependency

C
haracteristics of services

INTERNAL BARRIERS
FOR INNOVATION

C
ustom

er co-creation and 
self-service

P
ath dependency and 

technological trajectories

TSRBS’ VIEW ON GEN Y AND DIGITALIZATION

C
O

M
P

E
TITIO

N
O

N
TH

E
FIN

A
N

C
IA

L
M

A
R

K
E

T



   

39 

 

The first area consisted of the three drivers of Generation Y’s behavior; digitalization effects, 
customer path dependency and characteristics of services. These parameters have been motivated 
previously in section 5.4.2, and we chose to include them in this part of the investigation as well, 
for the same reasons.  

The second area is internal barriers for innovation. This included aspects of the banks’ path 
dependency and technological trajectories and customer as co-creators of value or self-service. 
According to the literature, value within services can only be created together with the customer 
(Vargo & Lusch, 2007). Moreover, it is also acknowledged in the literature that digitalization 
enhance self-service (Meuter, et al., 2005). Therefore, these parameters were included in the 
interviews. Furthermore, as Dosi (1982) described, there is a risk that organizations can get 
caught in certain technological trajectories. This is an important aspect to consider since 
technology, or ICTs in particular, is a large trigger for service innovation (Barrett, et al., 2015). 
Therefore, we argue that investigating this parameter is beneficial for our purpose. 

The third area captured competition from other actors, such as other banks, Fintech companies 
or Internet giants, such as Google or Facebook. Due to the nature of these companies and their 
advantages in the digital context, we argue that including this aspect when investigating the 
supply-side is crucial for understanding banks’ future competitiveness. 

Due to the semi-structured nature of the interviews, different areas were considered in each 
interview and hence, it is difficult to compare the interviews directly. Therefore, we will only 
present key aspects that were found, and other areas that only one of the interviews discussed are 
not presented. Due to anonymity requirements from some of the interviewees, we will not 
specify what specific interviewees answered. Therefore, only the general picture is shown and 
specific quotes are not included. Most interviews were also held in Swedish, wherefore using 
exact quotes would have required an interpretation in the translation, which we wanted to avoid. 

5.6 Validity, reliability and generalizability 
When gathering data, some aspects require high attention. The investigation must be valid, 
reliable, and possible to generalize in order for the credibility to be high. Validity describes how 
well the investigation measures what it is supposed to measure (Patel & Davidson, 1994). The 
reliability describes whether or not the same results provided by the investigation can be achieved 
a second time, using the same method and tools under the same circumstances (Bell, 2006). 
Finally, the generalizability describes how the findings from a sample of a population can be used 
to describe an entire population (Collis & Hussey, 2014). These three concepts, in relation to this 
investigation, will be discussed below. 

5.6.1 Validity 
Concerning the literature review, all literature used in this investigation was published by 
prominent research organizations and associations, and the validity of these articles is therefore 
rather high. However, as discussed previously, other documentations from the banks or other 
associations have a risk of being influenced by the organization themselves, and hence, this 
information can be somewhat biased. Therefore, information from these kinds of documents was 
used as inspiration and guidance for the thesis, and when possible, followed up by other sources, 
which increases the validity. 

Throughout the development process of the questionnaire, relevant literature was used as a 
foundation. The process was iterative, making sure that questions were grounded in literature and 
that questions were asked according to relevant findings. This process was used to increase the 
validity in the survey. Still, the questionnaire was distributed to a large group of people and it is 
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reasonable to expect that question may not have been correctly understood among all 
respondents. A misconception of a question can lead to that the respondents’ answers do not 
measure what was intended. In other words, the validity for these questions would decrease. 
Offering explanation to difficult words and providing examples in the questionnaire was 
therefore done to prevent this from happening. Moreover, since the questionnaire was tested in a 
pre-study with a focus group before the actual distribution, the likelihood of questions being 
understood correctly increased. The focus group helped in identifying misleading words and 
implications on when examples would be helpful. However, this could of course not delete the 
possibility for misunderstanding entirely. 

When performing interviews, it is, according to Collis and Hussey (2014), important that the 
respondents are aware of the purpose of the study. Therefore, a background for the thesis was 
provided at the beginning of the interviews together with a description of what purpose the 
interviews were intended to fulfill. This increased the validity. Moreover, the validity could be 
affected by the interviewees’ interpretation of the questions, especially due to the semi-structured 
nature of the interviews. In order to avoid the respondents interpreting the questions incorrectly, 
probes were used for clarification. According to Collis and Hussey (2014) probes are used to gain 
maximum information from the interviewees and were therefore used to assess if the respondent 
was properly answering what was intended.   

Moreover some of the interviewees requested to be anonymous and therefore we have not 
presented the interviewees by name in this report. Therefore, it can be argued that the validity of 
the research decreases somewhat, especially since the different roles could not be derived to the 
different banks. The general roles and positions have however been stated and therefore, when 
presenting the result connected to aspects that only a few of the respondents touched upon, the 
level of the respondents will be presented. Furthermore, when the view of the banks differed, 
this was noted without further addressing which particular banks that were concerned.     

Triangulation and using both quantitative and qualitative methods was used to increase the 
validity of the investigation. When using more than one method to study the same phenomena, if 
the same conclusions can be drawn with the findings from each method, the validity of the 
investigation increases (Collis & Hussey, 2014).  

5.6.2 Reliability 
For the literature and documentation review, the repeatability, and hence the reliability, should be 
high. All secondary data are presented and referred to within the thesis, and it is therefore easy to 
find the original source. However, the reliability is affected by how we have interpreted the 
secondary data, and it is possible that another researcher would interpret it differently, which 
affects the reliability.  

Misconception of questions can also be a problem for the reliability. If questions are to be 
reliable, they must be easy to understand and always be interpreted in the same way among the 
respondents. Trost (2012) describes how the reliability can be increased, for instance by using 
simple wording and avoid negations in the questions. Furthermore, he mentions standardization 
as a way to improve reliability in a questionnaire. Therefore, when constructing the questionnaire, 
we made sure that the same scale was always used when possible, and that difficult words were 
explained through examples. As discussed previously, the focus group helped with this. Patel and 
Davidson (1994) stated that testing a questionnaire in advance increases the reliability. In 
connection to this, including all possible alternatives in a question for the respondent to choose 
between is crucial for the reliability (Patel & Davidson, 1994). As the pre-study was not very 
extensive, it only provided some insights into whether the alternatives included all the possible 
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answers or not. Therefore, to increase the reliability further, and make sure that all answers were 
captured, the possibility to answer “Other” was added in the cases where it was crucial to include 
all aspects, and where there was uncertainty whether the alternatives covered the full spectra of 
answers.  

Another aspect of reliability is the repeatability of the data. Since the questionnaire is included in 
Appendix B in this thesis the repeatability increases. However, the respondents were guaranteed 
to be anonymous and hence the repeatability is lowered, since their contact information is not 
provided in the report. Moreover, due to the nature of the quota sample selection, the population 
could not be considered to be random. Therefore it is likely that if other people responded to the 
questionnaire the result would differ to some extent.   

Due to the nature of qualitative semi-structured interviews, reliability is often limited (Trost, 
2012). As was mentioned above, standardization increases the reliability, which also means that 
low standardization is also associated with lower reliability. Since this investigation included 
several semi-structured interviews, which naturally were less standardized, it was necessary to 
increase the reliability for these. One way to increase the reliability for interviews is to be two 
people for each interview, where one person is the interviewer and the other is observer (Patel & 
Davidson, 1994). After the interview, the two people will then compare their notes and insights 
from the interview to make sure that everything was interpreted in the same way. This approach 
was used in this investigation as a way to increase the reliability of the interviews. Furthermore, 
the interviews were recorded to make them available to use later, which is a way to achieve higher 
reliability (Patel & Davidson, 1994).  

On the other hand, the probes and follow-up questions were developed during the interview 
sessions. Therefore, different follow-up questions were used in different sessions. Moreover, the 
questions were continuously reviewed between the interviews in order to gain a deeper 
understanding and elaborate on what previous interviewees had answered. This approach did 
however affect the reliability negatively. The interviewees were also allowed to be anonymous and 
the specific answers from the different banks are not presented in specific, due to wishes from 
the interviewees. Similar to the case of the questionnaire, this reduces the repeatability.  

5.6.3 Generalizability 
The purpose of the questionnaire and the interviews were to gain a deeper understanding of 
Generation Y’s behavior. However, due to the data selection approaches, i.e. quota sampling and 
semi-structured interviews, the generalizability of this study is limited. It is not possible to draw 
any conclusions for the whole target population or for all traditional retail banks.  

Since the total number of members from Generation Y in Sweden 2014 was 1,936,662 (SCB, 
2016), the number of questionnaire respondents, is not enough to make generalizations. 
Generalizability is also not possible due to the lack of randomness of the population, since a 
quota sampling approach was used. As previously explained, the population was chosen 
according to gender, age, occupation and size of residence city. In this study, a questionnaire was 
sent to 240 people, of which 124 responded. The characteristics of the responded in relation to 
the actual distribution of the characteristics in Sweden can be seen in Table 5. The numbers 
represent Generation Y in Sweden from 2014. 
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 For Gen Y in 
Sweden In Survey Difference 

(percentage points) 

Gender 

Male 51% 46% -5 
Female 49% 54% +5 

Age 

1980-1983 25% 17% -8 
1984-1987 26% 18% -8 
1988-1991 29% 38% +9 
1992-1994 20% 27% +7 

Occupation 

Employed 61% 56% -5 
Student 26% 40% +14 
Unemployed 9% 2% -7 
Other 4% 2% -2 

Size of hometown 

>250,000 36% 42% +6 
100,000-
250,000 18% 23% +5 

25,000-
100,000 29% 19% -10 

<25,000 17% 16% -1 

Table 5: Distribution of the respondents over the categories used for quota sampling 

From the table, it is evident that the characteristics do not match the actual population to a full 
extent. Since the sample does not represent Generation Y fully, this study cannot be said to be 
generalizable for the entire population in the quota sense. The main flaw is that there are too 
many students in comparison to other occupation categories. Nevertheless, the investigation can 
still provide useful knowledge and deeper understanding of people in this generation, which is a 
purpose of a pilot study. 

Using the same reasoning for the interviews, conducting two to four interviews per bank will not 
be enough to generalize the whole traditional banking industry. Moreover the interviews were 
held with bank representatives working within digital banking and hence the result might be 
different if employees within other expertise areas were interviewed. However, according to 
Collis and Hussey (2014) generalizability can be considered in an interpretivistic sense when 
social reality is investigated. In this sense, findings in one setting can be generalized in another 
setting, and hence generalizing for a few cases can be possible. Therefore the findings in this 
research could be applied to similar environments and provide insights in the area, and some 
findings might be able to generalize to other traditional banks.   
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6 RESULTS AND ANALYSIS 
In this chapter we will first present results from the customer survey based on the parameters defined in section 
5.4.2. Next we will present the results from the interviews. The survey and the interviews will be presented and 
analyzed separately.     

6.1  Results from customer survey 
In this subchapter, the results from the customer survey are presented. The chapter is divided 
into five sections according to the five different areas of investigation; current usage of banking 
services, attitudes towards TSRBs’ competitors, digitalization effects, path dependency and 
characteristics of services. Within each section, the result connected to each parameter is 
presented and analyzed separately.  

6.1.1 Current usage of banking services 
When investigating the current usage of retail banking among Generation Y, several areas were 
taken into account. In order to understand the respondents’ commitment to and attitude towards 
aggregating their services, all the currently used banks were considered.  

Use of banks 
First, the respondents were asked to list all the banks they currently use. The ten most commonly 
used banks are shown in Figure 10. 

 

Figure 10: The ten most commonly used banks among Generation Y. Customers using several banks are included several 
times 

In terms of most commonly used banks among Generation Y, the four TSRBs all have strong 
positions on the market. 84% of the respondents were currently customers of at least one of the 
TSRBs, and 57 % were customer of more than one bank. However, the second largest bank, in 
terms of number of customers, was in this investigation ICA Banken and the fifth most 
commonly used bank was Avanza, which are both entirely digital banks. Hence, there seems to 
be a tendency to accept digital banks. The result showed that 48% uses at least one service from a 
digital bank. 

Since this segment tends to use several banks the respondents were asked which of their banks 
they considered as their main bank. The categorized result is displayed in Figure 11, together with 
what services Generation Y uses from their main bank.  
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The left figure shows that most of Generation Y has a TSRB as their main bank. 16% of the 
respondents used other “traditional” banks and only 7% answered that they considered a digital 
bank to be their main bank. This result is interesting since, while almost a third of Generation Y 
are customers at ICA Banken which provide all of the most common financial services, 
Generation Y does not see it as their main bank.  

Moreover, the result also suggests that, in general, incomes, mortgages and payments were 
typically used within the bank considered as the main bank, whereas customers were less loyal to 
their main bank for savings and other loans. In order to address this further we investigated what 
kind of banks that often are used for savings and other loans. The result is shown in Figure 12.    

 

Judging from the figure, Generation Y mainly uses digital banks instead of their main bank in the 
case of savings. Hence, as already discussed, when determining the parameters, savings seems to 
be an area where Generation Y is more digitalized. For other loans, on the other hand, digital 
banks were used less, and only 2% of the respondents currently used a digital bank for their main 
other loans. Instead Generation Y used mainly other banks for other loans, when their main 
banks were not used.  

Furthermore, related to the different services provided by the banks, the banks also offer digital 
solutions to their customers. Swish is an example of such a solution. 84% stated that they 
currently use a digital solution that comes from their bank, with Internet and mobile bank 
excluded. Of these customers, 45% used more than one solution. These findings add to the 
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Figure 11: The left plot represents the distribution of Generation Y’s main bank. The right plot shows which services customers 
use their main bank for 

Figure 12: The left plot presents what type of bank is used for main savings and the right plot what type of bank is used for main 
other loans 
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perception that this customer segment is digitalized, and likely to use digital solutions for 
financial services. 

Use of non-banks 
The investigation also showed that Generation Y, in general, currently also use services provided 
by non-banks. The respondents were asked to list all the non-banks that they had used. The 
result showed that 74% of the customers currently use at least one financial service provided by a 
digital non-bank, implying that Generation Y does not seem to think that it is necessary that 
financial services are provided by banks. The ten most commonly used non-banks are shown in 
Figure 13.  

 

Figure 13: The ten most commonly used non-banks among Generation Y 

From the figure it is apparent that, nine out of the ten most commonly used non-bank 
companies are operating within payments. The most commonly used non-banks were Klarna and 
PayPal. Since niche operators in the payments market are exposed to less regulation than banks, 
this could explain the result. On the other hand, a few of the respondents did however explicitly 
state that they did not see themselves as customers of these companies since they had not chosen 
them themselves. Instead they were required to use them by the company they made purchases 
from. Hence, this result can be a bit misleading in terms of non-banking acceptance, especially 
for the payment providers. Moreover, since previous result suggested that the main bank is used 
mostly for 95% of Generation Y for payments there is a tendency to not use these solutions on 
an everyday basis.  

Use of different distribution channels 
One of the main aspects in the literature connected to banking among Generation Y has been the 
usage of different distribution channels. The respondents were asked how often they use a 
certain distribution channel according to a scale from never (1) to daily (4). The result is shown in 
Figure 14.   
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Figure 14: Box-plot of Generation Y's current usage of different distribution channels, where 1 is never and 4 is daily 

The result suggests that most people have never or very seldom used post or the phone bank for 
carrying out their financial errands. Branches are in general used a few times a year, but on a 
monthly basis at the most. On the other hand, mobile and Internet banks are used on average a 
few times a month, and some people also use it on a daily basis. Interestingly, the result also 
suggests that Generation Y tends to use several different distribution channels for their bank 
errands. A hypothesis was that the different channels are used for different purposes. While the 
mobile bank has a very easy access, branches are more complicated to visit. While mobile banks 
are more suitable for daily errands, such as checking account balances, the branch meetings might 
be used for other purposes. However the result suggested that, during the last year, 36% had 
used their branch for more simple errands such as invoice payments, cash withdrawals and 
deposits and 33% had used the branch for financial advisory. Hence the channels, to some 
extent, fulfill the same needs. 

Nevertheless the channels seem to be used with different frequency. In order to investigate the 
virtual channels even further, respondents that had never used Internet or mobile bank were 
removed. The result is shown in Figure 15. 

 

Figure 15: Frequency of use of Internet and mobile bank for customers using these distribution channels, where 1.75 is a few 
times a year and 4 is daily  
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Interestingly enough, the result shows that there is a very small volatility in the usage of mobile 
bank and that the customers who use the mobile bank tend to do so on a weekly basis, with only 
a few outliers. Moreover, the average use of mobile banking is shifted significantly more to the 
right in comparison with the Internet bank, suggesting that mobile bank is in general used more 
often than the Internet bank.  

6.1.2 Attitude towards non-banks 
In this section we will present the results related to use of social media as financial service 
providers and peer-to-peer lending. Next we will also present the result from the savings case.  

Use of social media companies as financial service providers 
In the literature, it has been shown that the compatibility with a customer’s social infrastructure 
affects whether a customer is willing to take on a new service or not. Therefore, the respondents 
were asked how often they use social media. 93% said that they use social media on a daily basis, 
which suggests that using social media companies as providers of financial services are 
compatible with the social infrastructure. Despite this, only 23% answered that they would 
consider using a social media company as a provider of a financial service. Therefore, the 
correlation between people being positive towards using financial services from a social media 
company and usage of social media today was investigated. The correlation was -0.014, which 
suggested that a correlation does not exist between the social infrastructure and acceptance of 
social media as financial service providers. The reasons behind why the respondents would or 
would not consider having a social media companies as a financial service provider are shown in 
Figure 16 and Figure 17. 

Figure 16: The reasons for why Generation Y would consider using social media companies for financial services 

 

Figure 17: The reasons for why Generation Y would not consider using social media companies for financial services 
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From the figures, it is apparent that security and integrity protection are the most common 
reasons for why most people do not want to use social media companies for financial services. 
Only 11% believed that the solutions would not be better if social media companies offered 
them. On the other hand, the people that responded that they would consider using these kinds 
of companies, the most common reason was that they thought the solutions would be smoother 
and/or better.   

The respondents that could imagine using social media companies for banking also specified 
what kind of services they would consider using from these companies. 93% answered that they 
would use social media companies for payments, 39% that they would use them for savings, 18% 
that they would use them for mortgages and 14% for other loans. This is interesting since the 
result earlier suggested that most people use payments from their main bank, whereas savings 
and other loans were most commonly used outside the main bank.  

Peer-to-peer lending 
Using similar reasoning connected to the social infrastructure the respondents were asked how 
often they use peer-to-peer services. The result suggests that 82% use peer-to-peer services once 
a quarter or even more seldom. Generation Y’s attitude towards peer-to-peer solutions was also 
investigated. The respondents answered according to a scale ranging from not likely at all (1) to 
very likely (4). The result is shown in Figure 18. 

 
Figure 18: Generation Y's attitude to different peer-to-peer lending solutions, where 1 is not likely at all and 4 is very likely 

The result suggests that there is a large shift to the left for all of the different categories, especially 
when the person is unknown. The median value for borrowing from an unknown person is 1.0, 
suggesting that it is not likely at all that people would lend money through peer-to-peer lending 
solutions. This could be explained by the lack of compatibility with the customers’ social 
infrastructure. The correlation between the usage of peer-to-peer services and the preference for 
using such service was on average 0.14. Hence, people that are using other peer-to-peer services 
seem to be slightly more positive towards using a similar format in the financial industry.  

However, the questions were asked in very general terms and we have not investigated in more 
depth the drivers that could make them change their minds. For example, if the premium was 
large when lending money to an unknown person in comparison to returns from other savings 
option, people might reconsider their answers. It could, however, be concluded that Generation 
Y would use companies rather than other people for loans, ceteris paribus. 
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Savings: A case of Generation Y’s attitude 
When reviewing secondary data regarding trends on the financial market, one market that was of 
particular interest was the savings market. Within this market, TSRBs had lost market shares 
while digital operators such as Avanza and Nordnet had not. The trend also suggested that 
households tend to invest less in funds while savings accounts and stocks have experienced a 
small increase during recent years (see section 3.3.1). In order to investigate this further we asked 
the respondents about their savings allocation. The respondents were asked to evaluate how 
much they had saved in the different options during the last year, ranging from nothing (1) to 
everything (4). These answers were then converted to percentages ranging from 0-100%, in order 
to address the portfolio allocation. The result can be seen in Figure 19. 

 
Figure 19: Generation Y's formatted distribution of their savings in different savings options 

Our findings show that 94% of the respondents had used a savings account during the last year, 
and savings in stocks was only used by 24%. Moreover, 29% of the respondents used all three of 
savings account, funds and bonds, and stocks.  

The result emphasized that most people do not invest in stocks at all, and only a few persons 
invest more than half of their investments in a stock portfolio. Interestingly enough, there is a 
correlation of 0.58 between respondents being customer in Avanza or Nordnet and having their 
savings in stocks, which suggests that this savings form is more common among these customers. 
If we go into even further detail and only consider the responses from customers that had 
answered that they are customer in a digital savings banks such as Avanza or Nordnet, the result 
can be seen in Figure 20. 

 
Figure 20: Distribution of savings for Generation Y, who are customers of digital savings banks 
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The result suggests that these kinds of customers invest more in stocks in general and their 
savings portfolio constitutes of several savings alternatives. Hence, in conclusion, there seems to 
be a tendency for active customers that prefer to invest in stocks to invest their savings in digital 
savings banks instead of a TSRB. If the TSRBs want to keep these customers, they might need to 
focus more on stock savings alternatives. 

6.1.3 Digitalization effects and physical branches 
The area of digitalization effects is investigated through three different parameters; financial 
advisory, indirect branch requirements and direct branch requirements. Indirect branch 
requirements are in turn investigated through; advisory requirements, information requirements, 
perceived complexity, self-efficacy and frequency. The combined effect of these sub-parameters 
will be presented in this chapter, but can be seen separately in Appendix D. 

Financial advisory 
There are several ways for a customer to receive information and guidance about financial 
services. Nowadays, a lot of information can be obtained online or via other digital channels, but 
there may be occasions when the customer instead wants to talk to an actual person. 
Respondents were asked to evaluate how important it is for them to have the possibility to 
discuss different services with a financial advisor. Of these, 56% stated that it was, for at least one 
financial service, very important to have the opportunity to discuss the service with a financial 
advisor. Furthermore, only 17% answered that it was less important or not important at all to 
have the possibility to talk to a financial contact person for any service. These numbers do 
however represent the wish for having a possibility to talk to a financial contact and do not 
describe the actual usage.  

Connected to the actual usage, the respondents were asked to evaluate whether good advisory 
was a reason for why they had chosen their current bank. The result is shown in Figure 21. 

 

Figure 21: Box-plot of how well ‘good advisory’ describes why Generation Y uses a certain financial service provider, where 1 is 
do not agree at all and 4 is fully agree 

While there is a distribution over the entire scale, the mass is located to the left, suggesting that 
advisory is not an important reason for why the respondent chose their particular bank. 

Indirect branch requirements   
As discussed earlier, the different sub-parameters included in the indirect branch requirement 
parameter are; advisory requirements, information requirements, perceived complexity, self-
efficacy and frequency. These parameters were investigated for each of the four financial services 
(savings, payments, mortgages, other loans). The respondents were asked to rate each services 
according to; how complex they perceived it, how much information they required to make 
decisions regarding it, how important it was that they could discuss the service with a financial 
advisor, how often they make decisions about their savings, and how good their own ability to 
make decisions regarding each service are. The combined indirect branch requirement is 
determined by assigning equal weight to the different parameters. For the calculations and further 
explanations, see Appendix D. The result of the combined view is presented in Figure 22.  
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Figure 22: Indirect branch requirements for each financial service based on; advisory requirements, information requirements, 
perceived complexity, self-efficacy and frequency 

The combined result suggests that a virtual distribution channel is preferable for providing 
payments, while offering mortgages are best done through a physical branch. Moreover, the 
tendency for other loans seems to also be towards physical branches. Furthermore, savings does 
not seem to have a strong tendency towards any of the extremes. Hence, a trade-off between 
virtual and physical channels could be considers, for example through a phone bank.   

Direct branch requirement  
Respondents were also asked whether they wanted the possibility to be able to visit a branch, and 
they responded using a scale ranging from do not agree at all (1) to fully agree (4), see Figure 23. 

 

The result suggests that Generation Y values the possibility to be able to visit a physical branch. 
Furthermore, the results from the survey also suggest that most people actually have visited a 
branch during the last year. In fact, only 31% of the respondents had not visited a branch during 
the last year. However, of the people who had visisted a branch during the last year, 49% had 
only visited it one to two times. The frequency of the visits is in other words rather low.  

Sometimes, customers need to contact their bank. For this, physical branches are not the first 
hand choice. In order to understand the attitude towards the different possibilities for contacting 
the bank, the respondents were asked to evaluate how likely it was for them to use each 
alternative for contacting their bank in case of questions or problems. The respondents answered 
on a scale ranging from not likely at all (1) to very likely (4). The result is presented in Figure 24. 
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Figure 24: Box-plots of which distribution channels Generation Y would prefer to use if they need to contact their bank, where 1 
is not likely at all and 4 is very likely 

The preference among Generation Y seems to be slightly towards using a phone call for 
contacting the bank, suggesting that direct contact with a person is preferable. Customer support 
in one of the banks’ virtual channels is also appreciated. The median is similar for phone, E-Mail 
and customer support in the different channels. However, the distribution is here a bit wider than 
for using the phone. Least used is customer support in social media. While a lot of focus from 
the banks lately has been to develop the digital channels, customers seem to still value to talk 
directly to an actual person. However, this question has been asked under the assumption that 
customers need to contact their bank for some reason. A lot of the development in the virtual 
channels has been to provide easy access to information in order to minimize the need for 
contacting the bank rather than moving the contact to such a channel.  

To summarize the direct branch requirements, Generation Y tends to want a physical branch, but 
uses it quite seldom and does not seem to prefer this means of distribution when contact with 
the bank is needed.  

6.1.4 Characteristics of services 
The respondents were also asked how well the parameters; security, functionality and costs, 
described the reason for why they used a particular service provider. The respondents were asked 
to evaluate how well they agreed that each parameter described their choice of service provider in 
a scale ranging from do not agree at all (1) to fully agree (4). The result is shown in Figure 25.  
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Figure 25: Box-plots representing how the service characteristics of security, functionality and cost describe why Generation Y 
has chosen a particular service provider, where 1 is do not agree at all and 4 is fully agree 

From the figure, it is apparent that the security parameter is important for why Generation Y 
chooses a particular service provider. This could explain why companies, such as Klarna, are well 
appreciated among Generation Y. Klarna provides security for the customer when buying things, 
since they are holding the risk for both the customer and the supplier in the transactions (Klarna, 
n.d.). This parameter also has the lowest volatility in comparison to the other parameters, 
suggesting a rather common view among the respondents. On the other hand, the cost parameter 
has an average value of a little below the middle, and therefore, Generation Y does not seem to 
think that costs describe why they have a certain service provider.  

As for the functionality, providing the best solution seems to be important for Generation Y. 
The response is somewhat shifted to the right and the median value is around 3. Therefore, this 
parameter seems to be important for most respondents.  

6.1.5 Customer path dependency 
In order to understand the level of path dependency among customers, and how locked-in their 
behavior is towards traditional banks, the habituation and aggregation parameters were 
considered. These are in this section both analyzed separately and together. 

Aggregation 
Since new companies often start in a niche market, the aggregation parameter is of special 
interest. If Generation Y in general values to aggregate their services at one company, these 
companies might be a less threat to banks since they do not offer all services. In the 
questionnaire, the respondents were asked whether they prefer to aggregate their services in one 
company or if they prefer to use the best solutions for each service, even if that implies that they 
need to use several financial providers. The result is shown in Figure 26.  

 

Figure 26: Box-plot of Generation Y's preference for either aggregating all services or choose the best solution for each service, 
even if that implies using several service providers 
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The figure does not show a clear trend. Some respondents value to aggregate their services while 
others value to have the best solution from different companies. However, there is a small shift 
to the left, which indicates that aggregation of services is a little more important than to take on 
the best solution for all services. In order to address this problem in specific, we investigated 
whether the tendency to aggregate services was due to the advantages of having one person in 
one bank to discuss all their financial issues with, or if it is due to that using several service 
providers is considered to be complicated. The result is shown in Figure 27.  

 

Figure 27: Box-plots of Generation Y's preference for having a personal bank contact and considering several financial service 
providers as being complicated, where, for ‘personal contact’,1 is not important at all and 4 is very important for and for 
‘complication’, 1 is not complicated at all and 4 is very complicated 

Comparing these two reasons, the figure shows that most people seem to value having the 
services aggregated since they value having a personal bank contact, who can handle all their 
issues. On the other hand, Generation Y does not seem to think that complication only has a 
moderate impact.  

In contrast to this, about 60% of the respondents answered that they currently are customers in 
more than one bank, which might explain why there is only a small tendency for aggregation. 
One hypothesis was that these people use some banks for special purposes, while having one 
bank as their main bank. In order to test this hypothesis, the respondents were asked if they used 
one or several service provider for specific purchasing purposes. The result showed that 35% 
used a company for a specific purpose, whereas 13% had several of these kinds of solutions. The 
reason for why the respondents used a service provider for specific purposes is shown in Figure 
28. 

 
Figure 28: Reasons for why Generation Y uses specific service providers for specific purchasing purposes 

The most common reason for why people use a service provider, for a specific purchasing 
purpose, is that they can get discounts or earn credits in a customer reward program. This result 
is interesting since, as mentioned in previous sections, Generation Y did not associate costs as 
the reason for why they had chosen their main bank, but it seems to be important for specific 
purchasing purposes.  
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Interestingly enough, the correlation between people who feel that using several banks is 
complicated, and people who do not have a specific company for a specific purpose is -0.023, 
suggesting that it does not seem to be any linear correlation between them. Hence, it seems to be 
more important for people that they can get a discount on their purchases, than the convenience 
of having few service providers.  

In conclusion, there seems to be a moderate preference for customer to aggregate their services 
with one bank. For the people who prefer to aggregate their services, personal relationship with a 
bank contact is considered valuable and some also feel that it is complicated to use several service 
providers. However, when people can earn credits or get discounts, they are willing to use a 
financial service provider for a specific purchasing purpose, which reduces the aggregation 
preference even further.  

Habituation 
Another of the central aspects that can create lock-in effects is the habituation parameter, i.e. to 
which extent habituation or heritage describes why Generation Y uses a certain financial service 
provider. The result is presented in Figure 29.   

 
Figure 29: Box-plot representing how habituation describes why a certain service provider is used, where 1 is do not agree at all 
and 4 is fully agree 

From the figure, it is apparent that the habituation parameter seems to be very important in 
describing why Generation Y has chosen their main service provider. The average of the 
parameter is above “agree to some extent” and the mass of the distribution is shifted towards “fully 
agree”.  

Aggregation and habituation analyzed together 
The result above shows that people tend to use their main service provider strongly due to 
habituation, and the aggregation preference has limited influence. To address what this implies 
for the traditional banks, these parameters were also investigated together. As mentioned earlier, 
new operators often enter the market in a niche segment, wherefore customers’ attitudes towards 
these operators are of interest. The respondents were therefore asked about their attitude when 
taking on a new financial service. The result is shown in Figure 30.  

 
Figure 30: Generation Y's preference of company when taking on new services, connected to the habituation and aggregation 
effects  
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The result shows that customers are in general open to use a new service provider for the service. 
This result is interesting since the habituation effect is in this context only important for 19% of 
the respondents, who will always use their current provider for a new financial service, and the 
aggregation effect is not important for at least 45% of the respondents. Hence, in future choices, 
the habituation effect seems to be limited and might therefore only explain customer movement. 

6.1.6 Summary of results from questionnaire 
The result from the questionnaire for the different parameters is summarized in Table 6. 

Parameter Mean Standard deviation 

Habituation 3.10 0.92 
Security 3.03 0.83 
Direct branch requirement 2.83 1.11 
    Indirect branch requirement for mortgage 3.22 0.48 
    Indirect branch requirement for other loans 2.93 0.51 
    Indirect branch requirement for savings 2.38 0.49 
    Indirect branch requirement for payments 1.81 0.42 
Functionality 2.81 1.00 
Aggregation 2.31 0.73 
Costs 2.27 0.90 
Financial advisory 2.25 1.02 

Table 6: Summarized questionnaire results for the different parameters 

From the table it is apparent that habituation is the parameter that describes mostly why 
Generation Y uses a certain financial service provider. The second most important parameter is 
security, which suggests that it is important for customers to use a secure financial service 
provider. At the bottom of the table, there is financial advisory, costs and aggregation, suggesting 
that these parameters are the least important drivers of why Generation Y chooses a certain 
financial provider.  

6.2 Result from interviews 
The result from the interviews is divided into five areas; digitalization, customer path 
dependency, service characteristics, competition on the financial market, customer co-creation 
and self-service, according to the framework presented in section 5.5.2. 

6.2.1 Digitalization effects 
The interviewees were asked to mention what aspect of digitalization they think is the most 
important. The result is presented in Figure 31. 
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Figure 31: Most important aspects of digitalization according to interviewees. The size of the words represents how frequently 
they were mentioned 

From the word cloud it is apparent that understanding the customers is by far the most 
important aspect of digitalization. Moreover, keeping stability and safety were also important 
issues among many of the interviewees. We will in the following sections go into the result from 
this parameter in more detail. 

Transformation 
The digitalization phenomenon has been acknowledged by TSRBs over a long period of time. 
They are, however, currently facing another era of digitalization and they acknowledge that there 
is an up-coming generation, which is born and raised with digitalization. This changes the climate 
in which banks operate. Given this background, there are several aspects that are identified by the 
banks as affecting the competitive environment; it redefines the bank’s business model, vision, 
mission, values and service offerings.  

Digitalization means great challenges for the banks, but also great opportunities. The challenges 
are mostly due to that banks’ core businesses are not originally connected to digitalization. 
Therefore, the TSRBs acknowledge that investments in competence need to be done throughout 
the whole business. Digital competence needs to permeate the entire organization, from 
management to branch offices. The mindset of the entire organization and the banking concept 
needs to be redefined. This affects both the internal and external culture, and in order to succeed, 
banks need to manage this in a good way. It is not an option of whether to handle these concepts 
or not. All aspects need to be taken into account and dealt with, in order to remain competitive 
on the market. 

For the financial services offered by the banks some of the interviewees argue that it is no longer 
possible to offer services developed from the inside out. Previously, services have started within 
the banks, but now, the banks must instead adapt to customers’ life, and innovate from the 
outside in, according to customers’ requirements and needs. The bank needs to be more 
accustomed to the customer being the driver and banks adapting accordingly. Furthermore, 
banks store a lot of information about their customers, which mostly has been used for assessing 
risks, and similar. However, one of the main challenges is that this information could be shared 
to the customers, using big data. The big data in the company enables possibilities for banks to 
offer customers information, both about themselves and other customers on an aggregated level, 
and simulate different scenarios. Customers could for instance receive information on how much 
they spend on electricity in comparison with other households. This kind of information can then 
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be used to provide the customer with specific service offers. In this way, the services will be 
redefined according to the customers’ needs from an outside-in perspective.  

Distribution channels  
Digitalization also affects how different services are distributed to customers. Since digitalization 
for customers has meant less interaction with actual people, the services now need to be 
distributed through channels that are easy to understand and communicated in an understandable 
language. Speed is in this context an important factor, and the channels need to be fast to 
navigate in. Furthermore, the product in itself also needs to be easy to understand. Therefore, 
there has been, and will continue to be, large investments in developing smartphone applications, 
the mobile and the Internet bank. In this context one of the interviewees stated that there is no 
such thing as “one size fits all” anymore. Hence, people need be able to access different channels 
that fit their own needs. However, all of the banks’ current channels are considered to be 
important, due to customers’ different requirements and needs, but if any channel should be 
considered less important, it is the phone bank. Due to the increasing importance of mobile and 
Internet bank, the need for a phone bank is considered to be overplayed.    

There are also different views on what channel to put most focus on. Some of the directors and 
channel owners pointed out the mobile bank as being by far the most important. Using the 
mobile bank, all standardized processes needs to be easy to access for the customers and have 
fast responsiveness. Other interviewees stated that the Internet bank and mobile bank are the 
most important channels together, and interviewees from one of the banks stated that all 
different channels are of equal importance in the digitalization development process. However, 
one issue that was mentioned, as having great importance in this context, is that all channels need 
to work together, for instance that the phone bank knows what the customer has been doing in 
the mobile bank. In this case, value increases for the customers. Banks have historically handled 
this poorly, and integrating the different channels is therefore a challenge for TSRBs.  

However, it will still be important to offer customers the possibility to have a personal meeting 
with an actual person. Direct personal meetings are considered to be the best way for customers 
to receive the best possible advisory or guidance, which some directors argue is not possible 
through other channels. However, the personal meetings will mostly be used for high-end 
demands, when the customer’s financial situation is greatly changed, for instance when buying a 
home or getting married. The personal meetings will consequently be much more focused and 
specialized. Therefore, the interviewees argue that this put a lot of pressure on the banks to 
provide high quality advisory.  

Even though the role of physical meetings is important, there is a debate of whether these 
meetings necessarily need to take place in a branch. Some interviewees, from all of the three 
levels in one of the banks, argue that the best advice can only be managed through physical 
meetings at a branch. Therefore, branches should not only be considered as a large cost, but also 
as something that generates income for the banks. The classical branches are needed, but the 
economy of having branches too close to each other will not be justified and hence, fewer 
branches in the same area are needed. Therefore, some interviewees argued that these branches 
could be moved to, for example, higher floors in a building in order to reduce costs. Moreover, 
new regulations of commission prohibition will limit the value of providing advisory services 
through physical meetings due to high costs. On the other hand, some interviewees argue that 
these meetings can be managed via phone calls and online to a greater extent, for instance using 
chats and video calls, and sharing screens. They argue that the advantages of physical meetings 
are thereby gained, but at a lower cost. This view of distribution channels is illustrated in Figure 
32.  
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Figure 32: Illustration of TSRBs’ view on distribution channels. Mobile bank is used for low-end demand and branches for high-
end demand. The dashed figure emphasizes some banks’ view on virtual meetings as directly replacing the branch meetings   

As discussed earlier, it is important to meet the customers where they are, and therefore some of 
the interviewees from the customer relations level emphasized that it is important to be present 
within social media, since Generation Y are frequent users of these channels.  

Automatization and standardization 
Another aspect of digitalization is that banks can save money and time through automated 
processes. In general, digitalization enables economies of scale, in terms of reaching many 
customers at a low cost. Hence, services that were previously only offered to special segments 
can now be offered to a larger mass. Digitalization allows customer to do banking 24 hours a day, 
7 days a week. Therefore, the banks naturally come closer to the customers, and can sell more 
and offer new kinds of services.  

A larger degree of automatization in service processes is also enabled through digitalization, 
where the goal is to handle as much work as possible electronically. Therefore, a lot of focus 
needs to be placed on optimizing the digital flows for digital transactions, so that the process is 
not time-consuming. However, this also affects the number of services that can be offered. 
Previously, when services were offered through a bank contact, service offerings did not have to 
be simple in the same way, since the bank contact would be there to guide the customer. Now, as 
more processes are being automated and customers are doing more work themselves, the service 
supply needs to be easy to understand. Therefore, a lot of focus needs to be on simplifying, 
decreasing and standardizing the service supply.   

6.2.2 Customer path dependency 
Habituation and aggregation preferences are two factors that, as mentioned previously, have great 
impact on customers’ path dependencies. These areas were discussed with the interviewees, and 
the result will be presented in this section.   

Bank as a heritage  
Many interviewees pointed out that Generation Y often inherit their bank from their parents, and 
it is therefore important to target customers at an early age. Most of TSRBs use the strategy to 
offer cheap, or free, financial solutions to young customers and students. By providing 
economical incitements, they hope to capture customers at an early point in life, and that these 
customers later will keep using the bank due to habit. Another, but not so frequently mentioned 
factor among the interviewees is that Generation Y also values entrepreneurship and banks as 
good corporate citizens. Therefore, some of the banks focus on being present and partners of 
events targeting these values.   
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Despite targeting customers early, a first “exit point” many customers have is when taking on 
mortgages. Some interviewees stated that this is when most old customers are lost and new 
customers are gained. Hence, it is important to target the customers at this stage as well. Here, 
most interviewees argue that in order obtain the customers, the banks need to offer good holistic 
solutions, so that they will turn to their current bank for mortgages. To be able to do this it is 
crucial to redefine the product concept, and understand that it is not about providing customers 
with money to buy a house, but instead, the product that the banks sell is a home. Thereby, it is 
also possible to broaden the customer offer with services associated around the particular 
product. By offering such complements, the banks can create more value for the customer, as 
well as create lock-in effects. For instance, if the bank provides mortgage offers based on 
historical data about their customers, which no other bank has, they can offer more personalized 
solutions and hence become more competitive.  

However, historically, the banks have not targeted Generation Y’s customer segment in specific. 
Some of the banks recognize this as a critical question in the future, where offering solutions and 
channels specifically suited for this segment are going to be important. This is, however, not a 
view that is shared among all banks, and some argue instead that segmentation should be done 
based on behavior and not age. 

Aggregation 
Customers nowadays often use more than one financial service providers. With digitalization, the 
inconvenience with switching providers has been greatly reduced. Still, multiple service providers 
have meant some inconvenience for the customers, having to log on and off in different systems. 
To handle this concern, the interviewees mentioned mainly two paths that the banks can choose 
between.  

On one hand, focus could be on creating lock-in effects for the customers within the bank and 
hence aim at becoming the only provider of all financial solutions. In this way, customers will in 
the future see the current bank as a natural place to turn to when taking on new financial services. 
This strategy could for instance be fulfilled through economical incentives such as discounts 
when aggregating all services. Another lock-in effect in this context is that when a customer is 
using a bank, information will be gathered about the customer’s transactions and this data can 
then be used to make better customer tailored solutions.  

On the other hand, instead of providing all services, the banks can also take on a role as a third 
part aggregator. Historically, the banks have been bad at being competitive in this area, but many 
interviewees mention this as something that will be increasingly important in the future. 
Therefore, the key is both to be a first part provider of all financial services, but also, if customers 
demand, be able to provide the customers with an overview of all their services from other 
operators as well. Furthermore, due to new regulations, it will be possible for banks to demand 
information about a certain customer from other companies. This enables banks to aggregate 
customers’ services from other companies.  

Moreover, connected to the role as an aggregator of services, the importance of having a 
personal bank contact was discussed. Some banks argued that this will be less important in the 
future. With 24-hours service, there is a trade-off between having one personal bank contact that 
can guide and manage all bank errands, and being able to get answer to questions at any time 
during the day. Most interviewees argue that, with digitalization, there are fewer occasions when 
meetings are needed, and therefore, the importance of a personal bank contact is decreased. On 
the other hand, this also demands that the bank contact has a large competence so that 
customers will continue to trust the company. However, other banks believe that the role of a 



   

61 

 

personal bank contact with one person is crucial, at least in smaller cities, where customers tend 
to have a personal relation with their bank contact and hence lock-in effects can be created 
through these relationships. To summarize, the views regarding personal bank contacts seem to 
differ between the banks. 

Other 
Within this context, some interviewees also pointed out the role of peer-to-peer initiatives. For 
example, Nordnet offers customers the opportunity to share information among each other 
about their investments on Nordnet’s platform. This is also a way for the banks to keep the 
customers at their platform by providing information and advice from other customers through 
their platforms. Since customers in this case do not need to look outside their bank, this could 
also create path dependency.   

6.2.3 Characteristics of services 
In this section we will present the result connected to the characteristics of the services which is 
divided in three areas; functionality, security and costs.  

Functionality  
The services offered by banks are in general rather simple, and they are therefore not expected to 
change in themselves in the future. Digitalization does however affect how the different services 
are combined, packaged and distributed. Hence, banks are able to differentiate themselves based 
on the process, customer experience or customer service. 

TSRBs view advisory and guidance as some of the main reasons for why customers choose a 
financial service provider. Naturally, this has therefore received a lot of attention from traditional 
banks. For big decisions, customers want to have the best possible guidance. If customers believe 
that the best possible guidance is offered by a specific provider or via a specific distribution 
channel, they will use it. Traditionally, advisory and guidance have been offered through physical 
branches and via personal meetings. Nowadays, customers are more active in the digital world, 
and therefore, a challenge for the banks lies in how to offer good advisory in this context as well.  
Therefore a lot of focus is placed on providing easy digital interfaces. 

An important issue in this context is the aspects of using big data to offer tailored solutions to 
customers. Since TSRBs have a lot of historical data about their customers’ transactions over a 
long period of time, there could be competitive advantages to gain by using the information to 
offer such solutions. Banks already possess a lot of information about the customers; where they 
buy things, what they buy, how often they buy and so on. This kind of big data is identified as 
one of the key aspects to offer good services. It also allows banks to optimize processes in more 
detail. 

Security 
On the other side of big data solutions is the integrity aspect. Some of the interviewees argue that 
this generation has another integrity limit than other generations, which enables a lot of 
opportunities. Other banks instead suggest that many customers are concerned about their 
integrity. Solutions based on a lot of personal information might therefore be perceived as 
uncomfortable rather than something that provides value. Hence, there is a trade-off between 
tailored solutions and integrity concerns. 

Furthermore, one of the competitive advantages that traditional banks have is that they offer 
stability in their services. Within this context, some argue that it is important to retain the image 
that they are old large banks, so that customers feel that the bank is secure. Newer operators, for 
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instance Fintech companies, have not needed to bear financial crises, and therefore it is not 
known how they would cope with such issues. On the other hand, with increasing competition 
and digitalization, there is a need to be faster to launch products to the market, especially since 
banks are moving down into more fine processes and optimizations. Some of the interviewed 
banks touched upon the aspect of being responsive and move fast on the market. TSRBs often 
innovate and test their products through several stages before launching. However, some of the 
directors recognized this as a potential threat, and perhaps there is a need for launching products 
faster, and test them before investing heavily in the development process. By being faster to 
launch innovation, banks could be more responsive to transformations. An area where market 
shares have been lost is related to savings, where banks like Avanza have attracted customers 
who are active in managing their savings. The interviewees stated that the only way to compete 
with these banks is to offer the customers better, or at least equivalent, products. However, there 
is a trade-off between being able to launch new innovations fast and provide stability and security 
for the customers. Being able to launch innovation faster could mean that the services are not 
equally tested.    

Costs  
The aspect of costs was mainly discussed in the context of providing economic incentives for 
customers to aggregate their solutions. However, some of the “customer relations”-interviewees 
touched upon the aspect that Generation Y is used to things being free on the Internet. When 
customers expect services to be free, a challenge for the banks is to be able to make profits from 
their customers in the daily usage. This is even more important since new regulations on the 
market have introduced commission prohibitions, which reduce the banks’ ability to make profit 
even further.  

6.2.4 Competition on the financial market 
In general, the main competitors for a TSRB are of course other traditional banks since they 
compete with whole service offers. However, for specific service offers other banks may be a 
more important threat. Some of the banks believed that it is difficult for other companies to 
compete with the view of traditional banks as being reliable and secure. Other banks believed 
that, when it comes to digitalization, the competition is almost only from other companies than 
traditional banks. Nevertheless, these are only competitors in niche segments and do not 
compete with the holistic offerings from the banks. We will in this section present the result 
regarding TSRBs’ competition on the market and what this implies for the banks.   

Digital companies  
Some of the bank representatives stated that the most important competitors, connected to 
digitalization, are digital companies such as Amazon, Apple, Samsung or Google. These 
companies are at the frontier when it comes to digitalization and have their core business within 
this area. On the global market, these brands are greatly accepted among a broad customer 
segment. These companies are not yet established actors on the financial market, but they are still 
acknowledged as potential threats if entering this market to a larger extent.  

The reason for this is that these companies are used to managing data about their customers; they 
have a large user base and are large digital ecosystems. A threat is that these companies can make 
the service offerings more customized, since they are close to the customers and already have a 
natural part in customer’s everyday life. Opposite TSRBs, they also have access to hardware or 
software to a larger extent. Google has for instance access to hardware in terms of Android 
phones or Chromebooks. They do not only have the ability to create tailored solutions based on 
data, they also have the software and hardware to distribute it.  
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On the other hand, these companies have the world as their market. The Nordic market is in 
general terms much more digitalized than other markets. Hence, these world players have a 
different environment to compete in. For the Nordic banks, there might be an initial competitive 
advantage since they are already targeting one of the most digitalized markets in the world and 
can hence explore the opportunities further.  

At the same time, these kinds of companies are pushing the limits regarding integrity and security 
issues, and some of the banks argue that it is in fact these companies that should do this, and that 
the banks will not be at the frontier. Instead, banks will take a step back and wait out the market 
and then later decide how to position themselves.  

However, some interviewees did not share the view of these companies being main threats. First 
of all, some of the global actors have already tried to launch financial services but failed to reach 
a larger market, and therefore, the threat might in reality be limited. In the same way as 
digitalization is not in the core business of banks, these companies do not have core business 
within banking. Therefore, banks have a knowledge advantage. Furthermore, banks already 
possess a lot of information about their customers that social media companies, like Google or 
Facebook, do not have. Based on this, most interviewees recognize the threat from Internet 
giants to be in a niche segment.  

Fintech 
There are a lot of innovative start-ups and Fintech companies within the financial industry. 
Knowing how these companies will behave and what markets they will compete in means 
challenges for the TSRBs. What has been pointed out during the interviews is that Fintech 
companies are not seen as major threats in themselves. What, on the other hand, could be a 
threat is how these companies can build alliances. Most of the TSRBs recognize Fintechs and 
start-ups as highly innovative, but that they often fail to reach a larger market due to limited client 
base and resources. Since the traditional banks have a large client and capital base, alliances 
between a TSRB and a Fintech company can be beneficial for both parties. For Fintechs, it is 
easier to reach the market, and for the traditional banks it is easier to foster innovation. Hence, 
most of the banks express the advantages and synergies of these alliances.  

Another way to manage these threats is to form alliances among TSRBs and develop new 
innovation together. Swish is an example of this, where TSRBs collaborated and developed an 
application that immediately reached a large market. Such alliances could keep the cost for 
innovation down since costs are split. Another example of collaboration between the TSRBs is 
the BankID, which is a way for customers to identify themselves when logging on to different 
systems. While this was beneficial for the banks, it also lowered the barrier for using multiple 
financial service providers that had been caused by the inconvenience from multiple logins. Now, 
the same login could be used for all parties. Therefore, forming alliances and creating services 
compatible with all TSRBs also create free-rider problems, since other banks can benefit from the 
innovation but do not need to share the costs.  

Furthermore, the legal aspects are also a major factor within this context. Fintech companies are 
not exposed to as many laws and regulations as banks, and it is therefore easier for them to 
innovate. From a bank’s perspective, when taking on innovations or techniques such as for 
example block-chains from these kinds of companies, the underlying processes are much more 
extensive in terms of risk assessment and risk management. Therefore, alliances need to be 
carefully evaluated. However, if carried out in a good way, one of the interviewees stated that 
banks will be able to “go beyond Fintech”.    
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Third part aggregators 
As discussed previously, the challenges of banks becoming third part providers of information of 
customers’ services from other banks are critical for the competition. Therefore, a threat comes 
naturally from other providers to do such thing. The threats that banks face with so called 
“shadow banks” is that they can offer customers the bank’s services but not be banks themselves. 
They do not have to adapt to all legal aspects and regulations a bank faces. This is a challenge 
acknowledged by many interviewees. Moreover, since new regulation makes it possible for third 
part providers to access banks’ databases, this could be a threat for the banks since they earlier 
had, unlike new operators, the competitive advantages of comprehensive historical data about 
their customers. 

6.2.5 Customer co-creation and self-service 
Based on the literature, co-creation and self-service are important areas, which were discussed 
with the interviewees. In this section we present the results related to these areas.  

Co-creation of value 
To remain competitive, many interviewees pointed out that the key lies in providing good 
guidance to the customers, in order to help them make good economical decisions. For 
Generation Y in particular, some interviewees argued that this customer segment does not in 
general need to be treated differently than other segments, since their behavior is similar to 
previous generations’. The digitalization issue is transforming the whole society and is not only 
applicable for the younger segments. However, different channels can have a different 
importance for different segments. The interviewees pointed out that targeting this segment 
needs to be done by using digital channels that are especially important for this customer 
segment. Still, new legal pressure on the market forces customers to be segmented in different 
groups, so that the risk associated with the customers are easier to target. This does however 
interfere with how services could be provided, and hence serve as a threat.  

It was also argued by some of the directors from TSRBs that digitalization increases the 
individualization and customers’ control of the service process. Therefore, value-creation of 
services is created within a network between customers and financial service providers. Hence, 
customers need to be invited to experiments and innovations in order to co-create new business 
models. In order to capture value through co-creating, the challenge is to provide transparency 
between the service providers and the customers. 

Self-service 
As discussed previously, digitalization allows more information to be distributed through digital 
channels and therefore, the role of self-service has a larger importance. Some interviewees stated 
that all information that is reasonably standardized should be distributed through the mobile 
channel, and hence, the role of personal communication will decrease in favor for self-service.  

6.2.6 Banks’ path dependency and technological trajectories  
Path dependency is not only present on the customer side, due to habituation and aggregation 
effects. The literature also shows path dependency on the supply-side. In this section, we will 
present the result related to such path dependency and technological trajectories for TSRBs, 
which was discussed during the interviews.  
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Regulations 
An external path dependency on the market is the many regulations that banks and financial 
companies face. According to the interviewees, these regulations also serve as barriers for new 
entrants. Since new entrants, like a Fintech company, often appear in a niche segment, the 
regulations make it difficult for niche operators to become full banks. The regulations can 
therefore be seen as competition inhibitory. Moreover, unexplored markets within the financial 
industry often suffer from regulations being implemented on the market later and thereby 
changing the climate, which might even force companies to close. From TSRBs’ point of view, it 
can be beneficial to wait out these regulations and then enter a market with more defined rules. 
On the other hand, regulations also make it more difficult for banks to innovate due to the cost 
associated with the control functions. Since non-banks do not face the same environment, it is 
easier for them to innovate at a lower cost.  

Technological barriers  
In the beginning of the digitalization era, banks invested heavily in technologies and 
infrastructures. After the initial investments, the development of the digital technology 
continued, and other actors can now access these infrastructures with lower costs. This creates a 
free rider problem, and cost disadvantages for traditional banks.  

The early investments in infrastructure were done in a different digitalization era, which some 
bank representatives argue, are becoming more outdated and not applicable with new ICT 
innovations. The new infrastructure requires banks to interact with the customer in a range of 
different digital interfaces, like different operation systems, mobile phones, browsers, etc. This 
makes the innovation and development process more challenging. The systems are not initially 
developed for these environments and therefore, investments need to be done in order to handle 
this.  

In particular, for the use of big data, the old ICT systems are not capable to handle the large 
amount of data. Thereby, the potential of big data is currently not possible to achieve, and the 
systems need to be replaced, some interviewees argue. On the other hand, other banks argued 
that the old infrastructures are no problem. Instead these systems create economies of scales, and 
developing micro services that can be developed upon the old systems can solve the big data 
issues.  

Moreover, some of the respondents mentioned that internal KPI (Key Performance Indicator) 
measurements are not measuring digital advantages fully. Therefore, benefits from digitalization 
are not transparent in the system, which might inhibit future innovations.   
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7 DISCUSSION  
We will begin this chapter with a discussion of the findings in order to understand the implications and potential 
threats for the banks. Then, we will also provide a discussion of the robustness of the study.    

7.1 Discussion of findings 
Since the purpose of this thesis is to address how TSRBs could be affected by the behavior of 
Generation Y, we will in this part discuss such implications related to the different areas and 
where gaps between Generation Y’s behavior and TSRBs’ perceptions could be found. This 
discussion will also incorporate other sources, such as literature and financial documents from 
third parties.    

7.1.1 Distribution channels 
One main aspect in this thesis has been concerned with the role of different distribution 
channels. We have in the result shown how different distribution channels are suitable for 
different financial services by evaluating the drivers behind the indirect branch requirements. The 
result suggested that it is important to have different distribution channels for different services. 
This view was also mentioned among the interviewees and therefore, it does not seem to be a 
general gap between the behavior of Generation Y and TSRBs in this area.  

The view communicated by the interviewees was that digitalization does not only affect the 
distributions channels, but also transforms the business as a whole. However, in TSRBs’ annual 
reports from 2015, digitalization is considered to be a complement rather than a transformational 
process of the whole distribution network. These differences could be due to the fact that most 
interviewees work directly with digitalization, whereas the authors of the annual reports do not. 
Therefore, it can be questioned whether the view of digitalization that was obtained through the 
interviews is representative for the company as a whole or only representative for the parts 
concerned with digitalization. Nevertheless, transforming the whole company into “thinking 
digital” was mentioned during the interviewees and it is reasonable to assume that the 
interviewees are far more digital-thinking than the rest of the organization. With this in mind, 
both annual reports and interviews stated that physical meetings will continue to be important 
even in the future.  

On the other hand, whether customers perceive virtual meetings as equivalent to physical 
meetings in a branch needs to be further analyzed. In this context, the result from the 
questionnaire mentioned security as the second most important reason for choosing a certain 
financial provier among Generation Y. Security is also connected to the possibility of making 
own errors (Laukkanen, 2007), which becomes highly relevant when more services are automated 
and more work is done by the customers themselves. Banks want customers to do more of the 
simpler actions themselves to a larger extent, but it is important to recognize that the possibility 
of making errors can in fact make the customer reluctant to a certain channel or technology 
(Laukkanen, 2007). 

The discussion of whether the virtual meetings can replace branch meetings fully is also affected 
by Generation Y’s direct requirement for branches. However, in contrast to this, during the last 
year, 80% of the people who visited a branch were there less than two times, and 31% did not 
visit a branch at all. Therefore, taking on a supplier’s perspective, having branches seems to be 
important but expensive, since most people only use them a few times per year. New regulation 
with prohibition for commission fees further highlights the importance of providing standardized 
advisory online. The interviewees also mentioned relocation of branches to less costly places as 
an opportunity to still offer the possibility to visit an actual branch, while at the same time 



   

68 

 

reducing costs. However, the services offered through the different channels need to be 
considered. Since the questionnaire suggested that mortgages are preferable to offer through 
physical branches the service flora can be larger within these services. Instead, for payments and 
savings the banks could benefit from providing more standardized services to direct all customer 
contact to digital channels.   

7.1.2 Habituation 
The result from the questionnaire suggested that habituation is the parameter that best describes 
why Generation Y uses a certain main financial service provider, which in most cases is a TSRB. 
There are several aspects that might cause this phenomenon. The Swedish Consumer Agency 
(2009) states for instance that the main reason for why people that are not satisfied with their 
bank tend not to switch banks was that they feel that they did not have the time for it. This 
suggests that they perceive switching banks as a complicated process. Exit-barriers like this might 
therefore in fact be what cause loyalty to a certain actor (Reichheld, 2003). As acknowledged 
during the interviews, making customers locked-in within a bank is therefore a strategy to gain 
advantages from this behavior. On the other hand, when taking on solutions for a specific 
purchasing purpose, Generation Y seems to be driven by economic incitements rather than 
habituation effects. Therefore, a potential threat for TSRBs is competitors with a cost advantage 
in niche segments. Capgemini (2014) also stresses such reward programs as being great challenges 
for banks. The challenge for the banks is to define in what segments solutions for specific 
purposes are needed in order to capture such advantages.   

Furthermore, for Generation Y, the majority of their financial services, especially income and 
payments, are used with the main bank. Since income and payments often are the two solutions 
that people use early in life, together with the habituation effect, this might cause customers to 
become path dependent in a specific bank. As discussed in the interviews, many of the banks 
recognize the value of targeting their customers’ children by providing a discount for these young 
customers. Hence, by capturing customer at an early point in life, the customers might stay loyal 
due to path dependency aspects.  

Moreover, ICA Banken is a bank that has only existed since 2001 (ICA Banken, n.d. -c), but 
despite this is the second most commonly used bank among Generation Y. ICA Banken has 
been successful in targeting students (ICA Banken, n.d. -b), and the result from the survey 
showed that 59% of the people who use ICA Banken today currently are students. This provides 
important implications, since customers may have become a customer with ICA Banken while 
studying, but remained with them after finishing their studies, due to habituation effects. This 
highlights the importance of finding ways to capture customers other than through the parent-
child relation.  

Interestingly enough, the results from the survey suggested that Generation Y does not seem to 
be aware of their path dependency, when investigating their willingness to take on new services 
outside their bank. On the other hand, path dependency might only occur when people need to 
switch service providers, but is not present when people take on new services outside their 
current bank. The interviewees also confirmed that most new customers are gained when they 
take on their first mortgage loan. These findings confirm that people might be more open for 
other financial service providers when taking on new services, since mortgages are usually not 
inherited by parents to the same extent as payments. The banks consequently need to focus more 
on services that are not inherited and especially when launching new products. On the other 
hand these kinds of questions were discussed in the context of what Generation Y think that they 
will do, but the actual behavior has within this area not been investigated.  
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To summarize, the result suggests that there is no apparent gap between Generation Y and the 
TSRBs in this sense. We argue however that banks should carefully define during what events 
customers usually switch banks and target these events, and not only rely on the parent-child 
relationship. 

7.1.3 Financial advisory 
A parameter that did show a gap between Generation Y and TSRBs was the requirement for 
advisory. The interviews pointed out that the main advantages that traditional banks have, in 
relation to other operators, is that they are good at providing advisory. In contrast, the results 
from the survey suggested that good advisory was the factor that least described why Generation 
Y had chosen a certain financial service provider. This shows a gap between what banks think is 
their strength and what customers actually base their choice on service provider on. However, 
this discussion is in relation to the other parameters and there is not enough evidence to say that 
financial advisory is not important in itself, but merely that it is less important than other 
parameters.  

On the other hand, there seems to be a tendency to value having a personal relation to a bank 
contact from Generation Y’s point of view. Interestingly enough, the interviews with the bank 
representatives pointed in another direction. The banks thought of a personal bank contact as 
something that would have decreasing importance in the future, and that the personal contact 
does not necessarily have to be with the same person. The interviewees suggested that the main 
reason why it would decrease is that it is becoming more important to provide advisory services 
24 hours a day, 7 days a week, and in such cases it would not be possible to have a specific bank 
contact. This trade-off was not considered in this thesis, wherefore further in-depth 
understanding is needed within this area.  

7.1.4 Aggregation 
Another important aspect of the result is the role of aggregation. The result from the survey 
suggested that Generation Y in general does not feel a particular need to aggregate all their 
financial services with one company, or that using several service providers is complicated. Since 
Generation Y also tends to use several financial service providers, this could serve as a threat.  
Niche operators often start in a specific segment and hence serve as a threat for TSRBs in that 
segment. Since payments and savings are better suited for digital channels, it is easier for niche 
operators to enter the market by providing these services. Hence, services with potential of large 
scale face more competition. 

Furthermore, the banks communicated that they assumed that their customers would see the 
usage of multiple service providers as complicated, while this survey did not confirm this view. A 
solution that might have reduced the complication with multiple companies is the BankID, which 
makes it possible for customers to use the same login for most financial service providers. 
Therefore, in this sense, there is a gap between Generation Y and TSRB.  

Within this context, the role as a third part aggregator was also discussed. On one hand, TSRBs 
argued that they see themselves as an aggregator that provides customers with all financial 
services, since it is more convenient. On the other hand, the role of an aggregator can also be an 
external operator on the market that offers customers to aggregate all their services on the same 
platform, even though they are customers of different banks. In the same way, some banks 
pointed out that there is a possibility that they in themselves take on such roles, and allow 
customers to gather their services on their platforms, even if the services are from several banks, 
to prevent other operators to enter the market.  
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Since Generation Y does not seem to resent non-banks or third parties, becoming an aggregator 
in this sense may be a way for banks to seize the opportunity, especially since this could be a way 
to form alliances with innovative Fintech companies. To reduce the gap between Generation Y 
and TSRBs, this strategy could be more beneficial than focusing on providing all financial 
services as a first party.  

7.1.5 Specific and tailored solutions 
The effect of specific and tailored solutions was not one of the parameters that we considered, 
but it is an importing finding based on the data. Tapscott (2008) argued that Generation Y values 
personal differences and prefer creativity as opposed to being put in a certain framework, tailored 
solutions may be of higher importance for this particular segment. In the World Retail Banking 
Report from Capgemini (2014), providing customers with specific solutions to fit their needs is 
discussed as one of the key challenges that banks face today. In this study, 74% of the people 
who used a financial service provider for a specific purchasing purpose used this in order to get 
discounts on their purchases. For example, ICA Banken was the second most used banks by 
Generation Y but not commonly used as a main bank. Since using ICA Banken enables people to 
get discounts on their food purchases and on their personal purchases this could explain the 
result.  

How the banks should handle this issue is a large challenge, since banks must be able to provide 
good services in order to stay competitive. One of the main points in this context is the use of 
big data, which can enable companies to gather information about the customer and then provide 
tailored solutions based on the data. The historical data about the customers can be used to 
provide personal offerings. On the other hand, there is also an issue of integrity between the 
banks and the customers. The survey did not explicitly consider the aspect of big data in general 
but integrity issues were considered in the context of social media. Social media companies have 
access to a lot of data about their customers, and most respondents that answered that they 
would not consider using social media companies as financial service providers pointed out the 
integrity and security issue as the main reasons for this. Hence, there is a fine line between being 
able to provide tailored customer solutions and offend customers’ integrity, which needs to be 
carefully considered. Even though other studies suggest that this customer segment seems to be 
less concerned with these aspects than previous generations (see e.g. Dimensional Research 
2012), the result from the questionnaire suggests that integrity issues still are important.    

7.1.6 External threats from other operators 
As stated in The Gap-model, external threats from other operators were also considered. 
Respondents that answered that they would consider using social media for financial services are 
more willing to use these companies for savings and payments. Interestingly, the same pattern 
was seen when it comes to complexity and self-efficacy. Both savings and payments were 
considered to be less complex, and the self-efficacy was larger for these services than for the loan 
services. Hence, people seem to be more open towards other financial service providers when 
they believe in their own ability to make independent decisions. On the other hand, there are 
significantly more niche operators within these segments than within the loans segments, and 
people might therefore be more used to other operators within these segments. Also, the result in 
the survey suggested that, among non-banks, payment solutions were by far the most common.  

An aspect related to this is the law and regulation view. Secondary data from Finansinspektionen 
suggested that there are fewer laws concerned with providing payments, than with other financial 
services, and hence there are lower entry barriers on the market for these operators. Therefore, it 
is reasonable that there is a greater supply of these on the market, which in turn means that it is 
likely that services for payments from non-banks are more used by customers than other 
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financial services. Since Schumpeter (1934) suggested that disruptive changes occur due to new 
actors and not within the current actors, the payments market might be more digitalized in itself, 
since it is easier for new operators to enter the market.  

While the willingness to use social media companies as financial service providers was limited 
among Generation Y in general, these companies and other Internet giants were still considered 
to be a potential threat among TSRBs. Thereby, taking on a passive role against these 
competitors may be wise. Also, since security is highly appreciated among Generation Y being at 
the frontier of competing with these companies might harm the customer loyalty.   

7.1.7 Internal barriers for innovation  
Another aspect, based on The Gap-model, is internal barriers for innovation. First and foremost, 
many, but not all, of the interviewees mentioned that old technological infrastructures could be a 
challenge in the future. In the literature Dosi (1982) mentions that there is a possibility that 
innovation within a system follows technological trajectories and only incremental changes is 
possible within such trajectory. Therefore, there is a risk that the banks’ old infrastructures inhibit 
innovation, and hence internal barriers are formed. Especially since service innovation is 
dependent on the technology (see e.g. Miles, 1993) and is an essential resource for digital 
innovation (Barrett, et al., 2015).   

Moreover, some of the interviewees addressed the issue that the competence that banks have is 
largely within banking and not digitalization, like newer competitors. Within this context, Cohen 
and Levinthal (1990) argued that the ability to evaluate new information from external sources 
depends on the previous knowledge within a company, i.e. the absorptive capacity, and Nelson 
and Winter (2006) argued that the innovation and development process are dependent on the 
former routines. It might therefore be a possibility that the lack of digital competence within the 
whole organization hinders the banks to acknowledge the external environment, creating lockout 
effects. In a service innovation perspective, it has been argued that service innovation is 
dependent on knowledge and skills (Ordanini & Parasuraman, 2011) and hence, lack of digital 
competence in the whole organization might therefore create additional barriers for innovation.  

Antoher potential barrier, which was identified during the interview is that the banks’ KPI have 
not captured the benefits from digitalization fully. Bajada and Trayler (2015) also mention this as 
a potential problem for innovation. If the KPIs are met with current operations, the need for 
innovation will be decreased. Hence, this could also be a potential problem that can hinder 
service innovation. This is especially important due to the habituation effects. If the strongest 
reason for why Generation Y currently uses a certain financial service provider is due to 
habituation and the KPI measurements within the company do not capture advantages with 
digitalization, this could be a problem. Bajada and Trayler (2015) argue in this context that if, for 
example, customer retention is one of the KPIs, which due to habituation remains stable and the 
outcome will be few innovations.  

7.2 Discussion of the study’s robustness 
The first step in the research process was to review literature and other published financial 
reports to identify parameters for understanding the behavior of Generation Y. The literature and 
secondary data had at this point often limitations in the sense that there was little research about 
Generation Y within the retail banking industry, which resulted in that the questionnaire became 
significantly longer than first expected. In the beginning of the research process, the aim was to 
distribute the questionnaire to a larger number of respondents and make wider generalizations. 
However, due to the comprehensiveness of the questionnaire, we realized that it would not be 
possible to reach a sample that was large enough to generalize the entire population. Therefore, a 
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quota sample approach was used for distributing the questionnaire, as discussed in section 5.4.4. 
Hence, the result of the findings cannot be generalized for the whole Generation Y, which limits 
the reliability of the result. The findings could instead provide guidelines on what areas that 
should be further investigated.  

Using a survey instead of interviews allowed us to take on a broader perspective. However, since 
the final sample was not enough to generalize the entire population, it could be questioned 
whether a few qualitative interviews with members from Generation Y could have provided 
better insights. This was a trade-off, and due to the nature of this thesis, a broader perspective 
was considered preferable. Using a quota sample still provides important implications, since the 
quota sample was designed to fit the characteristics of the population. This investigation could be 
used to see the larger trends, but for more specific insights, the sample size must be larger and 
random to match the population to a greater extent. For future studies, a large, random sample, 
or more in-depth interviews with a sub-set of the population could therefore provide valuable 
insights for the banks, when understanding the customer segment better. 

When identifying the parameters for the survey, there is a possibility that some areas were not 
covered. This might limit the validity of the result. Since all parameters, when being quantified, 
had an average of 2.25 or larger (on a scale from 1 to 4), this implies that there was no parameter 
that was in particularly unimportant. Also, some of these parameter’s averages were based on 
answers from multiple questions. Hence, in order to provide a rating between these parameters, 
un-weighted mean values were calculated. Using un-weighted averages limits the reliability of the 
results, since there in some cases is reasonable to assume that different sub-questions in the 
questionnaire are not influencing the parameter to the exact same extent. Due to the quota 
sampling nature, other concerns might be more harmful, and we argue that weighted mean values 
would contribute little to the overall result. 

The interviews with bank representatives were conducted using the results from the survey. By 
using this approach, we could go into more depth within the areas that, from the questionnaire, 
turned out to be of interest. Since the focus for this thesis was on the behavior side of The Gap-
model, proceeding in this way allowed us to put most focus on the behavior. On the other hand, 
some of the interviews pointed out areas of interest that were not fully covered in the survey, and 
hence, these areas remain to be addressed from a customer perspective. For example the trade-
off between personal bank contact and 24-hour service was identified from the supply side. By 
complementing our study with such issues, validity will be gained.    

Moreover, for the scope of this thesis, interviews were only conducted with representatives from 
TSRBs. To address the threats to a larger extent, it would have been beneficial to include other 
banks or financial service providers, especially digital ones. This could have increased the 
reliability and validity of the thesis.   
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8 CONCLUSIONS AND FUTURE STUDIES 
This chapter begins with a review of the purpose and the research questions. Then, contributions to academic 
knowledge are presented. The chapter then continues with research limitations and recommendations for future 
studies, before it ends with a presentation of the managerial implications.  

8.1 Reviewing the purpose of the research  
The purpose of this thesis was to investigate Generation Y’s behavior and compare this with how 
TSRBs address Generation Y’s needs, in order to detect gaps. By detecting such gaps 
implications for TSRBs competitiveness in the digital era could be addressed. This was 
operationalized through the main research question:  

“How could Generation Y’s behavior affect TSRBs in an increasingly digital environment?” 

From this main question, two sub-questions were derived in order to be able to answer the main 
question. We will in the following sections present how these questions were considered and 
after this review the main question.  

8.1.1 RQ1 
The first sub-question was:  

 “What is Generation Y’s current retail banking behavior?” 

By using literature and secondary data, three areas were identified as important for understanding 
the banking behavior of Generation Y, namely; digitalization effects, path dependency and 
characteristics of services. These areas were then broken down into 10 parameters that were 
investigated respectively. Based on these parameters, an online questionnaire was developed, 
which was answered by 124 respondents from Generation Y.  

The result suggested that some parameters had more impact on the banking behavior than 
others. The main driver behind Generation Y’s choice of financial service provider was the 
habituation parameter. In other words, the reason for why they used their current services and 
service providers was mainly out of habit. The second most important driver was security, and 
hence, providers were chosen based on how secure they were perceived to be. 

Among the less important parameters, aggregation of services and financial advisory should be 
mentioned. The possibility for customers to aggregate their services in one company, instead of 
using multiple providers for each service did not serve as a large reason for why customers used 
their current bank. They both currently use several providers and do not hesitate to take on more 
services from new providers. Generation Y did not perceive having several financial service 
providers as complicated, which could explain the result. Offering the best possible financial 
advisory was also not an important factor for choosing service provider.  

8.1.2 RQ2 
The second sub-question was:  

“How do TSRBs address digitalization and needs of Generation Y?” 

Based on the insights from the literature, semi-structured interviews were held with 12 
representatives from the TSRBs. The interviews covered the banks’ perception of digitalization; 
how it affects their current business with new technology and competitors, and what this implies 
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for the future, together with the attitude and awareness of the increasingly important customer 
segment Generation Y. The interviews were then complemented with corporate documents and 
financial documents from third parties.  

The result showed that digitalization is a large part of the banks’ business and a factor to be 
aware of. Furthermore, banks acknowledge to a large extent that digitalization enables great 
opportunities, but also several new challenges. Digitalization provides the possibility to make 
better offers for the customers on many levels, but the competition from newer and faster 
competitors also increases.  

A common view among the banks was therefore that they need to find what their advantage is, in 
comparison with the new competitors and for new customer segments. In general, TSRBs 
viewed digitalization as a transformational process of the whole customer segment and not 
specifically for Generation Y. However some banks argued that digital channels such as mobile 
apps would be more suitable for this customer segment, while others recognize general behavior 
as what distinguish customers and not age. For customers, in general and hence as well as for 
Generation Y, financial advisory was here mentioned as a highly important factor for attracting 
customers. Furthermore, the possibility for the bank to be an aggregator of services, both by 
gathering services from several providers, but also by providing all services to each customer, was 
also mentioned as important. 

8.1.3 Main RQ 
Combining the findings from the two sub-questions, the main research question could be 
addressed. The combined analysis of the two sub-questions suggests, together with literature and 
financial documentation that the banking behavior of Generation Y and the approach from the 
TSRBs actually match to a large extent. However, there are in particular two areas where the two 
do not match, and these are therefore important implications for TSRBs. 

The main gaps that were identified between Generation Y and TSRBs were the views on 
financial advisory and aggregation of services. The behavior of Generation Y suggested that good 
advisory was not an important reason for why they had chosen a particular financial service 
provider, whereas TSRBs suggested that this parameter was one of their main advantages in 
comparison with other competitors. This finding provides important implications and potential 
threats if not addressed, if TSRBs focus too much on providing financial advisory. Especially 
since new regulation makes it difficult for banks to gain profit from advisory, the banks might 
invest too much in costly services, which creates little value for customers. Hence this could be a 
threat for TSRBs.    

Moreover, the banks strongly suggested that their future role will be as an aggregator, whereas 
Generation Y did not consider aggregation of their services to be important when choosing 
service provider. If customers do not value aggregation, providing value in this way might 
therefore not be enough for TSRBs. This is especially important since Generation Y tends to 
look outside the bank when taking on new services and not be path dependent for future choices. 
The role as a third part aggregator as well as a first part financial service provider was discussed in 
this context. By taking on the role as a third part service provider and offer customers a platform 
to aggregate all their financial services on, the threat from competitors could be decreased. In this 
way TSRBs could also add value to their customers by collaboration with Fintech companies 
through these platforms and develop reward programs based on big data.   

Therefore this study suggests that the aspect of financial advisory and aggregation of financial 
services could be considered more by the banks, to remain competitive. These are areas where 
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Generation Y’s behavior could affect TSRBs the most. If not revisited, and other operators 
address these issues better, threats to TSRBs can occur.      

8.2 Contribution to knowledge 
In the introduction, the digitalization’s transforming nature was mentioned as having an 
increasing importance within the society in general, and in the financial industry in specific, with 
an upcoming generation of digital natives. The result of the thesis confirms this in particular. 
Almost half of Generation Y used at least one financial service from a completely digital bank 
and almost all used digital distribution channels. Hence, the digitalization phenomenon is 
important and is expected to have even further importance in the future in the retail banking 
industry.  

In this thesis, one of the main effects of digitalization has been the usage of different distribution 
channels. This thesis has addressed indirect and direct branch requirements and suggested 
different channels as preferable for providing different services. These findings contribute, on 
one hand, to the service literature by greater insight into these services. On the other hand, in a 
broader perspective this touches upon aspects of the sustainability of physical branches in 
general. Providing all services requires branches. Hence, this holistic view on distribution 
channels also contributes to the literature. 

Moreover, previous studies concerning aspects of customer adoption based on the service 
characteristics have often been generation independent. The contribution from our study is that 
it provides insights in this context regarding Generation Y in specific. For example, it has been 
debated in the literature whether costs affect customer acceptance of different services and some 
suggest that it does (Luarn & Lin, 2005) while others suggest the opposite (Koenig-Lewis, et al., 
2010). The result from our study contributes to this debate by suggesting that costs do not 
describe why Generation Y uses a certain service provider.  

On a broader level, literature suggested that young people are more accepting towards banks 
being present on social media platforms (Moser, 2015), and that acceptance of services are 
dependent on customers’ social infrastructure (Koenig-Lewis, et al., 2010). Our study contributes 
to these findings by providing insights in the case of retail banking and suggests that there is 
limited impact from the social infrastructure. This contradicts previous studies within the retail 
banking industry of social infrastructures. However, since the security issue is the reason why 
customers are unwilling to use financial services from social media company, we suggest that 
security issues might be more important than convenience. Therefore we propose further studies 
to address the relationship between compatibility and security to gain more insights. Since the 
security concerns are psychological barriers, they may be more difficult to overcome (Laukkanen 
& Kiviniemi, 2010). 

This thesis also touched upon aspects of irrational customer behavior in the context of bounded 
rationality. Our result suggests that irrational behavior was most important, i.e. the habituation 
effects. This also contradicts other findings of Generation Y’s behavior, such as the perception of 
them as trend seeking (see e.g. Reisenwitz & Iyer 2009), but confirm studies on their behavior 
within the retail banking industry (see e.g. Foscht et al., 2009). Hence our study suggests that 
Generation Y’s behavior of being trend seeking might be industry dependent. 

Finally, this study has addressed the combination of the supply side of Swedish retail banking and 
the behavior of the digital native customer segment, which has not been profoundly explored 
previously in the literature. Using The Gap-model, broad aspects could be touched upon, and 
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this investigation can therefore serve as a starting point for more in-depth studies within the 
different areas of the framework.  

8.3 Research limitations and future studies  
The development of the research was based on The Gap-model, which was presented in  
Chapter 4. As already mentioned, we did not address all of the different aspects in the 
framework, which naturally limits the research. This thesis started from the behavioral side of 
Generation Y, and only touched upon the aspects of barriers for innovation and regulations in 
the financial industry. Naturally, future research would benefit from targeting these parameters in 
more depth. The supply side would also benefit from more attention, and taking on a supply-side 
perspective for the same problem would provide important insights. For example, during the 
interviews, several interviewees pointed out that TSRBs have old technological infrastructures 
that are not perfectly suited for managing big data. This issue can be seen as a potential 
technological trajectory, which according to literature can make companies path dependent and 
less open towards new innovation. Going into more detail into these issues from a supply 
perspective rather than from a demand perspective, as in this thesis, would increase the 
understanding of the problem and also provide insights on the way forward.  

Another interesting finding from the interviews, which is also connected with the supply side, is 
the role of third part aggregators. New regulations make it possible for banks to obtain 
information about a customer from other banks used by a certain customer. Since our research 
suggests that most of Generation Y used more than one bank, this aspect of banking is 
recommended for future studies. By taking on a supply side in this issue, opportunities and 
threats from other operators in this area could be further explored. Internally, banks could 
benefit from investigating the possibility to take on such roles themselves and therefore we 
suggest that TSRBs explore this opportunity.     

Furthermore, the supply-side in The Gap-model was only addressed via interviews with 
representatives from TSRBs. This is of course a limitation since valuable insights could be gained 
from other competitors. Therefore, future studies could benefit from including representatives 
from, for instance, digital banks, Fintech companies, innovative start-ups, etc. In other words, 
include the companies that have their core business within digitalization, which banks today lack. 
Taking these actors into account and understanding their view on digitalization and future 
banking climate will deepen the study further.  

As for the demand side of the problem, there are also aspects that could be improved. The trade-
off between having a personal bank contact for all banking errands, and being able to receive 
service 24 hours a day, 7 days a week, was observed during this investigation. Personal contacts 
can create lock-in effects, which can be beneficial for the banks, but customers have grown 
accustomed to availability around the clock. This was not profoundly investigated in this research 
and therefore, we suggest that this trade-off is further investigated. 

Another recommendation regarding threats from other big data companies, such as Google, 
would be to take on a global perspective. Since the financial market is becoming increasingly 
global, financial companies are connected in new ways. Therefore, understanding customer 
behavior and new competitors on the global market may lead to more beneficial insights and 
implications for the local market as well. 
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8.4 Managerial implications 
The managerial implications refer to the practical use of the findings in this report. The findings 
that are of special interest for the banks are the areas where gaps between Generation Y’s 
behavior and the approach from the TSRBs have been found. Knowing where a mismatch 
occurs can be beneficial for business development and strategic decisions. We will in this section 
present the managerial implications associated with the gaps in broad terms and then provide 
specific implications associated with each service.  

The two areas where gaps were found were within aggregation and financial advisory. The banks 
considered these to be their main advantages, whereas Generation Y did not value these to a 
large extent. We recommend banks to put more attention and focus on learning the actual 
behavior and requirements within these areas from this upcoming generation. This is an 
important starting point for TSRBs to be able to both retain and attract new customers, and be 
competitive in a longer perspective.  

In the case of aggregation we do not mainly suggest TSRBs to focus on providing good package 
solutions to lock-in the customer, which historically has been used (see e.g. Handelsbanken, n.d. -
d). Instead we suggest that TSRBs explore the possibilities to also become a third part provider 
and offer customers to aggregate services from other operators through their platform.  

As for financial advisory, for most cases, Generation Y tends not to value this aspect. Hence, we 
argue that the TSRBs could benefit from standardizing advisory as much as possible, especially 
due to the commission prohibition. In this way, costs will be kept down and advisory could be 
offered only for high-end demand. By focusing on high-end demand for advisory, retention of 
customers could be gained.    

Payments 
The payment market is the market in which Generation Y is most digitalized and most frequent 
users of non-banks. The findings suggest that the preferable channels for providing such service 
are through virtual channels. To be able to compete on this market, we suggest that banks focus 
on standardizing the service offers, in order to offer these completely through virtual channels, 
especially due to the large expected growth within the virtual segment (Capgemini and Royal 
Bank of Scotland, 2015). We also suggest that TSRBs focus on defining areas in which reward 
programs are suitable, due to the tendency of Generation Y to use such options for specific 
purposes. The importance of such reward program has also been acknowledged by external 
resources (see e.g. Capgemini, 2014; PwC, 2015). By defining such areas the concept of being a 
third part aggregator could expand to be used for specific payment purposes and instead of 
losing customer to these segments, provide the services as a third party.  

Savings 
Since TSRBs have been losing market shares within the savings segment, we suggest that the 
TSRBs focus on these segments. Customers who are lost to digital savings banks are typically 
active traders and have a preference for investing in stocks. Therefore, TSRBs need to consider 
this customer segment separately in order to retain them. The role of distribution channels is not 
fully defined for savings. Therefore, we argue that by standardizing the supply, advantages of 
virtual channels could be gained in this segment for “normal customer”, whereas “trading 
customers” demand a much more comprehensive service supply.  
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Mortgages and other loans 
Related to mortgages, other TSRBs are, according to this investigation, the largest competitors. 
The loan markets experience a less innovative environment and are the markets in which TSRBs 
current strategies are most suitable, especially since Generation Y values security and stability. 
Threats from peer-to-peer markets have not been apparent in this study. Instead, customers 
demand physical meetings for taking on services within this particular segment. The difficulty lies 
in defining what the service offers should look like in this segment, and exploring how big data 
could be used (SAS Institute, 2013b). 

Looking ahead  
On broader terms, these findings can be used for financial markets similar to Sweden’s, with a 
similar technological climate. Therefore, it might be possible to apply the findings to other 
countries in the Nordic region, and possibly also some OECD countries. However, the findings 
are to a large extent based on the ICT infrastructure and acceptance of technology among the 
customer segment, and therefore, it may be difficult to apply them to less digitalized 
environments and countries. 

Possibly, the findings could also be extended to not only fit Generation Y, but also apply to more 
digitalized customers in other customer segments, both older and younger. Important to 
remember is however that, even though older customers may be used to operating in digital 
environments, they have not been born into digitalization, which means that some characteristics 
will probably still differ between the generations. Even though customers might be equally 
digitalized, other aspects such as integrity issues might differ between the generations. On the 
other hand, younger customer segments are expected to be even more digitalized and have even 
less integrity concerns and therefore the findings that differ from Generation Y and previous 
generations might be even larger for younger generations in the future. 

To summarize, the banks have done many things right when trying to satisfy their customers, but 
in order to target the new, digitalized Generation Y, attention may need to be placed on new 
areas. 

“I think if you do something and it turns out pretty good, then you should go do something else wonderful, not dwell 
on it for too long. Just figure out what’s next.” – Steve Jobs 
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APPENDIX A: FOCUS GROUP PRE-STUDY QUESTIONS  

Is there any question you do not understand?  

Is there any question that is hard to answer?  

Is there any question you perceive as leading?  

Is there some question that you do not feel comfortable to answer? 

Is there anything about your payments, savings or loan habits that you have thought of but is not 
covered in the questionnaire? 

Do you think that the questions are in a good order?  

Have you discovered any typo or wrong sentence structure?  

Do you have any other comments? 

  



   

88 

 

  



   

89 

 

APPENDIX B: QUESTIONNAIRE  

B.1. Control questions 

1. What gender are you? 

○ Female 

○ Male 

○ Other 

 

2. What year were you born? 

Please specify: __________________________ 

 

3. What is your current main occupation? 

○ Employed 

○ Student 

○ Unemployed 

○ Other 

 

4. Do you live in Sweden? 

○ Yes 

○ No 

 

5. How large is the population in your hometown? 

○ Over 250,000 (Stockholm, Göteborg, Malmö) 

○ 100,000-250,000 (e.g. Uppsala, Linköping, Västerås, Örebro) 

○ 25,000-100,000 (e.g. Norrköping, Luleå, Jönköping) 

○ Less than 25,000 (e.g. Sala, Oskarshamn, Avesta) 

 

B.2. Current banking behavior 

6. Which banks are you currently a customer at? 

Please choose all your current banks. (Respondent chooses from list) 
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6 a. If you currently use more than one bank, which one do you consider to be your main bank? 

Please specify. (Respondent chooses from list) 

 

7. Which non-banking companies have you been/are you a customer at? 

Please choose all your non-banks that you have used. (Respondent chooses from list)  

 

8. How many digital solutions (besides Internet and mobile bank), provided by your banks do you use? 

Please specify. (Respondents chooses from list)  

 

9. Which company do you mainly use for the following services?  

 My main 
bank Other bank Digital bank 

Credit 
market 

company1 

Digital 
savings 

account2 

I do not use 
the service 

Income ○ ○ ○ ○ ○ ○ 
Savings ○ ○ ○ ○ ○ ○ 
Payments ○ ○ ○ ○ ○ ○ 
Mortgages ○ ○ ○ ○ ○ ○ 
Other loans ○ ○ ○ ○ ○ ○ 

1 Only applicable for mortgages and other loans (e.g. BlueStep, Svea Ekonomi etc.), 2 Only applicable for savings 
(e.g. 24Spar, Akelius, etc.) 

10. How often have you, during the last year, done your banking errands in the following way? 

 Never Few 
occasions Monthly Weekly Daily Always 

Via Internet bank ○ ○ ○ ○ ○ ○ 
Via mobile bank ○ ○ ○ ○ ○ ○ 
Via phone bank ○ ○ ○ ○ ○ ○ 
Via a branch ○ ○ ○ ○ ○ ○ 
Via post ○ ○ ○ ○ ○ ○ 
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B.3. Direct branch requirement 

11. If you want to contact a person at your bank; how likely is it that you will do it in the following 
ways? 

 Not likely at 
all Less likely Likely Very likely 

Via telephone ○ ○ ○ ○ 
Via E-Mail ○ ○ ○ ○ 
Via a branch ○ ○ ○ ○ 
Via customer support in Internet, 
mobile or phone bank ○ ○ ○ ○ 
Via customer support in social media ○ ○ ○ ○ 

 

12. How well does the following statement apply to you? 

 Do not agree 
at all 

Agree to some 
extent Agree Fully agree 

I want to be able to visit a branch ○ ○ ○ ○ 
 

13. How many times have you, during the last year, visited a branch for the following purposes? 

 Never 1-2 times 3-5 times 6-10 times More than 
10 times 

Paycheck/invoice payment ○ ○ ○ ○ ○ 
Cash deposit/withdrawal ○ ○ ○ ○ ○ 
Financial advisory ○ ○ ○ ○ ○ 
Other purpose ○ ○ ○ ○ ○ 

 

B.4. Perceived complexity, information and advisory requirements 

14. How complex do you perceive the following financial services? 

 Not complex at all A little complex Rather complex Very complex 

Savings ○ ○ ○ ○ 
Payments ○ ○ ○ ○ 
Mortgages ○ ○ ○ ○ 
Other loans ○ ○ ○ ○ 
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15. How much information do you require to make decisions regarding the following financial services? 

 Very little 
information Some information Rather much 

information Much information 

Savings ○ ○ ○ ○ 
Payments ○ ○ ○ ○ 
Mortgages ○ ○ ○ ○ 
Other loans ○ ○ ○ ○ 

 

16. How important is it for you to be able to discuss with an advisor, concerning the following financial 
services? 

 Not important at all Less important Rather important Very important 

Savings ○ ○ ○ ○ 
Payments ○ ○ ○ ○ 
Mortgages ○ ○ ○ ○ 
Other loans ○ ○ ○ ○ 

 

17. How well does the following statement apply to you? 

 Do not 
agree at all 

Agree to 
some extent Agree Fully agree 

I use the company that provides best advisory ○ ○ ○ ○ 
 

18. How do you perceive your own ability to make decisions concerning the following financial 
services? 

 Poor ability Rather poor ability Rather good 
ability Good ability 

Savings ○ ○ ○ ○ 
Payments ○ ○ ○ ○ 
Mortgages ○ ○ ○ ○ 
Other loans ○ ○ ○ ○ 
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B.5. Customer path dependency 

19. How well do the following statements apply to you? 

 Do not 
agree at all 

Agree to 
some extent Agree Fully agree 

I want a person who is “my” bank contact ○ ○ ○ ○ 
It is inconvenient to use different companies 
for different financial services ○ ○ ○ ○ 

 

20. Would you rather aggregate your financial services in the same company, or do you prefer to always 
have the best solution for each service, even though you may need to use multiple companies? 

 1 2 3 4 5 6  

I want to aggregate ○ ○ ○ ○ ○ ○ I want the best solution 
 

21. If you are going to start to use a new financial service, would you consider becoming customer at a 
new company? (Only choose one alternative) 

○ No, I will choose the company I already am a customer at 

○ Yes, but I will keep my current financial services with my current company 

○ Yes, and I could also imagine moving my current financial services to the new company 

 

22. Do you use a particular payment solution for a specific purpose? 

○ No 

○ Yes, one 

○ Yes, several 

If you have answered “Yes, one” or “Yes, several” on Question 22, please answer Question 22a.  
If you have answered “No” on Questions 22, please proceed to Question 23. 

22 a. What explains why you use a particular payment solution for a specific purpose? 

○ I get discounts and/or earn credits in customer reward programs  

○ I think it allows more flexible and/or faster purchases 

○ I can use more technical features 

○ Other: _____________________________________________ 
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B.6. Habituation 

23. How well does the following statement apply to you? 

 Do not 
agree at all 

Agree to 
some extent Agree Fully agree 

I use my current financial service provider due 
to habit ○ ○ ○ ○ 

 

24. Would you consider using a solution that motivates you to reduce your spending? (Only choose one 
alternative) 

○ No 

○ Yes, if it was provided by my bank 

○ Yes, if it was provided by some bank 

○ Yes, regardless of which financial company was the provider 

 

B.7. Social media and peer-to-peer 

25. Do you have a smartphone? 

○ Yes 

○ No 

 

26. How often do you use social media (e.g. Facebook, Google+, etc.)? 

Daily A few times a week A few times a 
month A few times a year I have never used 

social media 

○ ○ ○ ○ ○ 
 

A peer-to-peer service means in this context that services are shared or bought directly from another person without 
any intermediaries.  

27. How often do you use peer-to-peer services (e.g. Airbnb, Blocket, etc.)? 

Daily A few times a 
week 

A few times a 
month 

A few times per 
quarter 

A few times a 
year 

I have never 
used social 

media 

○ ○ ○ ○ ○ ○ 
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28. If you were to use peer-to-peer lending solution, how likely is it that you would be willing to do the 
following?  

 Not likely at 
all Less likely Likely Very likely 

Borrow from an unknown person ○ ○ ○ ○ 
Borrow from a known person ○ ○ ○ ○ 
Lend to an unknown person ○ ○ ○ ○ 
Lend to a known person ○ ○ ○ ○ 

 

29. Would you consider using financial services that were provided by a social media company? (For 
instance Facebook or Google) 

○ Yes 

○ No 

If you have answered “Yes” on Question 29, please answer Question 29 a and 29 b, then proceed to Question 30. 
If you have answered “No” on Questions 29, please answer Question 29 c, then proceed to Question 30. 

29 a. Why would you consider using financial services from companies within social media? 

○ I believe they could offer better and/or more innovative solutions 

○ I feel comfortable, and am used to, this type of companies 

○ I think it would be more flexible and convenient 

○ I think they could offer more personal solutions 

○ Other: ___________________________________________________ 

 

29 b. Which financial services would you use from a company within social media? 

○ Savings 

○ Payments 

○ Mortgages 

○ Other loans 

 

29 c. Why would you not consider using financial services from companies within social media? 

○ I don’t believe it would be safe 

○ I don’t believe that they can offer better and/or more innovative solutions 

○ I don’t believe that my integrity would be protected 

○ I trust more in companies that have been in the financial business a long time 

○ Other: ___________________________________________________ 
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B.8. Characteristics of services 

30. How well do the following statements apply to you? 

 Do not 
agree at all 

Agree to 
some extent Agree Fully agree 

I use the company that offers cheapest services ○ ○ ○ ○ 
I use the company that offers best solutions ○ ○ ○ ○ 
I use the company that feels most secure ○ ○ ○ ○ 

 
 

31. How do you perceive financial services offered by banks in comparison with financial services 
offered by non-banks? 

 1 2 3 4 5  

Services from banks are 
easier to use ○ ○ ○ ○ ○ Services from non-banks are 

easier to use 
 

32. How often do you make new decisions concerning your savings? 

Daily A few times a 
week 

A few times a 
month 

A few times per 
quarter 

A few times a 
year More rarely 

○ ○ ○ ○ ○ ○ 
 

33. How much money have you, during the last year, placed in the following savings types?  

 Nothing Very little A little Rather much Much Everything 

Savings account ○ ○ ○ ○ ○ ○ 
Funds or bonds ○ ○ ○ ○ ○ ○ 
Stocks ○ ○ ○ ○ ○ ○ 
Other ○ ○ ○ ○ ○ ○ 
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APPENDIX C: INTERVIEW GUIDE 

C.1. Introduction 
- What is your role in the bank?  
- How long have you been working here? 
- What did you do before you began your employment in the bank? 

C.2. The bank’s view on digitalization 
- How do you (the bank) view digitalization in general terms? 
- How will digitalization affect how services are offered to the customers? 
- Customers are now banking on an everyday basis, how does this affect the bank? 
- How do you view different distribution channels? 

o Anyone that is more/less important? Why? 
o When a customer wants to talk to a person, which channel is more important? 

- Which is the most important aspect of digitalization? 

C.3. The bank’s view on young customers 
- Do you treat different financial service offers differently for different segments (e.g. 

mortgages, savings, etc.)? 
- How does the bank handle Generation Y? Different than other segments? 

o Examples? 
- Young customers are less loyal to their banks. How do you handle this?  

o Full customers?  
o Personal bank contact? 

- Avanza and Nordnet are often used among active customers. What does this mean for 
the bank?   

- Why do you think young customers choose your bank?  

C.4. Threats from other competitors  
- Who do you consider to be your main competitors?  

o E.g. TSRBs or Fintechs? Do you view them differently?  
- How do you handle competition from Fintechs or start-ups?  

o Buy your way in? Innovate on your own? Form a joint-venture? 
- How do you recognize threat from social media companies, such as Facebook or 

Google?  
o Full customer competitors? Niche operator?  

- Do you consider the threat from other operators differently depending on the offered 
services?     

- How can TSRB strengthen their position on the digital market? 

Do you have something more to add? 
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APPENDIX D: DETAILED RESULT FROM INDIRECT 
BRANCH REQUIREMENTS 
In this appendix, the result from the questions regarding perceived complexity, information requirements, advisory 
requirements, self-efficacy and frequency is presented. The result is presented for each financial service. 

Savings 
The result of the indirect branch requirements for savings is presented in Figure D.1 below.  

 

Figure D.1. Box-plot of indirect branch requirements for savings 

In this investigation, frequency was assumed to be unknown for savings, while frequency for the 
other services was assumed to be known. Frequency is therefore only included in Figure D.1. 

The result suggests that most members of Generation Y consider savings as somewhat complex, 
and that they in general need quite much information to make decisions regarding this. However 
the requirement for advisory is for savings more shifted to the left, which suggests that there is 
not as much need for this. This might be explained by the fact that the self-efficacy is quite large 
for this service, which in turn might explain why Generation Y does not feel that they need that 
much information. The correlation between these parameters was also investigated. The result is 
shown in Table D.1.  

  

value
1 1.5 2 2.5 3 3.5 4

Advisory requirement

Information requirement

Perceived complexity

Self-efficacy

Frequency
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Perceived 
complexity 

Information 
requirements 

Advisory 
requirements Self-efficacy 

Perceived 
complexity 1.00 0.36 0.27 -0.34 

Information 
requirements 0.36 1.00 0.29 -0.09 

Advisory 
requirements 0.27 0.29 1.00 -0.19 

Self-efficacy -0.34 -0.09 -0.19 1.00 

Table D.1. Correlation matrix for indirect branch requirements for savings 

The result suggests that there exists some correlation between the parameters, especially between 
the information requirement and perceived complexity requirement. Hence, customers that think 
a service is complex also need more information about the service. This information is for many 
customers provided through advices from a bank contact. On the other hand the perceived 
complexity and self-efficacy has a negative correlation. For people that think that the complexity 
is large the ability to make own decisions is low.  

Generation Y handles their savings a few times a year, which suggests that the frequency of this 
service is rather low. Due to the frequency, Sousa et al. (2015) suggest that a physical branch 
would be more preferable since the richness of the information and advice need to be high. On 
the other hand Generation Y does not seem to recognize this service as very complex, and hence 
the information and advisory requirement is lower, which according to Sousa et al. (2015) would 
suggest a virtual channel, since standardization is possible. Hence, some parameters suggest that a 
virtual channel would be preferable while other parameters suggest that a physical branch would 
be preferable. Therefore, it is not possible to draw any general conclusions regarding this service 
distribution channel. However, Sousa et al. (2015) discuss the possibility of using phone channels 
in this case, since the richness can be high, while the access efficiency is a bit lower.  
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Payments 
The result for the indirect branch requirements for payments is presented in Figure D.2 below.  

 

Figure D.2. Box-plot of indirect branch requirements for payments 

The result shows that both perceived complexity and advisory requirement are considered to be 
low, while the information requirement is of medium importance and the self-efficacy is 
considered to be large. This suggests that a physical branch for taking on the service is not 
necessarily important. Payments also have high frequency, which furthermore suggests that there 
is no indirect requirement for a physical branch. Instead, a virtual channel with high efficiency is 
more preferable according to the literature (Sousa, et al., 2015). The correlations between the 
parameters were also investigated. The result is shown in Table D.2. 

 
Perceived 
complexity 

Information 
requirements 

Advisory 
requirements Self-efficacy 

Perceived 
complexity 1.00 0.31 0.25 -0.40 

Information 
requirements 0.31 1.00 0.30 -0.07 

Advisory 
requirements 0.25 0.30 1.00 -0.18 

Self-efficacy -0.40 -0.07 -0.18 1.00 

Table D.2. Correlation matrix of indirect branch requirements for payments 

Also in this case there seems to be a correlation between the parameters.  

  

value
1 1.5 2 2.5 3 3.5 4

Advisory requirement

Information requirement

Perceived complexity

Self-efficacy
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Mortgages 
The result for the indirect branch requirements for mortgage is presented in Figure D.3 below. 

 
Figure D.3. Box-plot of indirect branch requirements for mortgages 

The result suggests that Generation Y tends to recognize mortgages as rather complex, and the 
need for information and advice from a bank person is of large importance. However in the case 
of self-efficacy, the respondents are in general in the middle, and hence people seem to consider 
their own ability to make decisions as rather good. Overall this suggests that a physical branch for 
providing this service is of large importance (Sousa, et al., 2015). Moreover, since the frequency 
of how often Generation Y makes decisions regarding this service is also quiet low, this again 
suggest that a physical branch is preferable for providing the service (Sousa, et al., 2015). The 
correlations between the parameters were also investigated in the case of mortgage loans, and the 
result is shown in Table D.3. 

 
Perceived 
complexity 

Information 
requirements 

Advisory 
requirements Self-efficacy 

Perceived 
complexity 1.00 0.33 0.26 -0.40 

Information 
requirements 0.33 1.00 0.35 -0.09 

Advisory 
requirements 0.26 0.35 1.00 0.02 

Self-effiacy -0.40 -0.09 0.02 1.00 

Table D.3. Correlation matrix of indirect branch requirements for mortgages 

In this case the correlation of the parameters seems to be somewhat larger than in the case of 
savings and payments, which suggests that the dependence is a bit larger.  

  

value
1 1.5 2 2.5 3 3.5 4

Advisory requirement

Information requirement

Perceived complexity

Self-efficacy
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Other loans 
The result of the indirect branch requirements for other loans is presented in Figure D.4 below. 

 
Figure D.4. Box-plot of indirect branch requirements for other loans 

The result suggests that the information and advisory requirements are quite large, and the mass 
of the distribution is shifted to the right, which individually would suggest that a physical branch 
is preferable. The perceived complexity is more centered around the average value. This 
parameter does therefore not alone suggest that a physical branch is necessary needed. The 
frequency of which other loans are conducted is quite low for most people; therefore Sousa et al 
(2015) suggest that a preferable channel for distribution this service is a physical branch in most 
cases. However for customers using this service more often a virtual channel or a phone channel 
might be more preferable, since customers do not perceive this as a complex service. The 
correlations between the parameters were investigated and the result is shown in Table D.4. 

 
Perceived 
complexity 

Information 
requirements 

Advisory 
requirements Self-efficacy 

Perceived 
complexity 1.00 0.23 0.27 -0.45 

Information 
requirements 0.23 1.00 0.34 -0.03 

Advisory 
requirements 0.27 0.34 1.00 -0.13 

Self-efficacy -0.45 -0.03 -0.13 1.00 

Table D.4. Correlation matrix of indirect branch requirements for other loans 

Again the result suggests that there is a correlation between all of the parameters, and in this case 
the advisory and information requirement are more correlated than the others, hence people that 
think that they need much information also demand advice from a bank contact before making 
decisions. The frequency of which other loans are conducted is in general quite low for most 
people; therefore Sousa et al (2015) suggest that a preferable channel for distribution this service 
is a physical branch in most cases. However for people using this service more often a virtual 
channel or a phone channel might be more preferable, since customer do not perceive this as a 
complex service. 

value
1 1.5 2 2.5 3 3.5 4

Advisory requirement

Information requirement

Perceived complexity

Self-efficacy


