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ABSTRACT

USING THE AHP AND THE FISHBEIN MODELS TO ANALYZE
CUSTOMER PREFERENCES IN THE BANK SELECTION PROCESS

Sencer, Nesli
MBA, Department of Management
Supervisor: Assoc. Prof. Dr. Ugur Cagh

April 1997, 100 pages

In this thesis, AHP and Fishbein models have been used together and compared in
analyzing the customer preferences. It has been observed that both methods have
reflected the tendencies in the sample consistently but AHP has proved to be a
technically weaker method in the analysis of customer preferences. In the study, it
has been confirmed that Fishbein Model is a measurement technique that better
suits to the way people think and make decisions, but still AHP is a useful method

as a decision support technique.

Keywords: Attitude measurement, Fishbein, AHP, Bank marketing
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AHP VE FISHBEIN MODELLERININ BANKA SECIM SURECINDEKI
MUSTERI TERCIHLERINI INCELEMEDE KULLANILMASI
Sencer, Nesli
Yiiksek Lisans Tezi, Isletme Ana Bilim Dali
Tez Yoneticisi: Dog. Dr. Ugur Cagl

Nisan 1997, 100 sayfa

Bu tezde, miisteri tercihleri incelenirken AHP ve Fishbein modelleri beraber
kullanilmis ve karsilastiriloustir. Her iki yontemin de aliman 6rnekteki egilimleri
tutarli sekilde yansittigi, ancak miisteri tercihleri incelenirken AHP’nin teknik
olarak daha zayif bir yontem oldugu goézlenmistir. Bu calismada Fishbein
modelinin insanlarin karar verme ve diigiinme sckline daha uygun bir Slgme
teknigi oldugu netlestirilmistir, ancak AHP de bir karar destek teknigi olarak

kullanilabilir bir yontemdir.

Anahtar Kelimeler: Tutum 8l¢timii, Fishbein, AHP, Banka pazarlamasi
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CHAPTER 1

INTRODUCTION

Services marketing is becoming a recognized and accepted subset of the
marketing discipline. Given the growth of the service sector throughout the
world and the almost universal belief by scholars working in this area that
services marketing, in key respects, is different from goods marketing, the
rapid growth of services marketing literature in recent years is not surprising.
An acceleration of academic interest and research activity in services
marketing in the years immediately ahead is to be expected and is necessary

because far more questions than answers exist at this time.

Today in banking, as a subset of the service industry, the bank manager
must remain alert to constant environmental changes and be ready to
redefine its business mission and reformulate its marketing policies and
strategies to meet the needs of the evolving market place. Banks are no
longer in the business of buying and selling money. They are rather in the
business of offering a complete set of services to the banking public, a more
customer oriented type of mission. Consequently, if meaningful market

plans are to be made and strategies developed to implement them, banks



must have a comprehensive knowledge of customers' attitudes and
perceptions of the various services they offer and the image which customers
have of them. Therefore, banks’ primary concern must be the needs of its
customers, both present and potential, as well as how to satisfy them in the

most effective way possible.

This is the essence of the modern marketing concept which has been
defined as "the creation and delivery of customer satisfying goods and
services at a profit" (Kaufman, 1968) hence, creating increased standards of
living. One aspect of this definition should be emphasized in bank
marketing, 1.e., marketing is consumer oriented (Kaynak, 1986). Therefore,
the marketing concept requires that service organizations including banks
should think in terms of what customers want and buy. This approach
necessitates identifying target markets and satisfying their banking needs in

the most effective way possible by developing an appropriate marketing mix.

As a result, bank decision makers should be able to identify and understand
customer preferences. The activities like assigning priorities, evaluating
variables, making and justifying trade-offs and integrating multiple points of
view are all parts of the decisions that customers make everyday. The quality
of their decisions is critical to the customers and to the success of those who
depend on customers -like bank marketers. Unfortunately, as decisions
become more complex -with more alternative, more criteria, and more
variables - like in a bank selection process , the ability to combine and

evaluate all these factors in the decision making process gets more difficult.



Several approaches have been used to evaluate these preferences. In general
terms, customers use five decision rules while they evaluate their choices,
either singular or in combination: Conjunctive, disjunctive, lexicographic,
climination by aspects, and compensatory (each decision rule is explained in
Chapter 4). In this research the Fishbein Model of Martin Fishbein and The
Analytical Hierarchy Process (AHP) of Saaty have been planned to be
infroduced and used. The aim is to combine these two methods and
consequently give the idea that AHP can be used to provide the necessary
inputs while implementing the Fishbein Model in analyzing the customer
preferences for the product/service attributes of banks. This combination
may also enable us to understand customer preferences in their bank

selection decisions.

In fact in the literature, both AHP and the Fishbein Models have been used
separately to analyze the customer preferences in the bank selection process
and to measure the attitudes towards specific banks but, in this research,
AHP have not been planned to be used separately because of its some
technical weaknesses which will be discussed later. On the other hand it has
some positive features which may enable it to be used together with

Fishbein.

Fishbein’s model is the most well known multi-attribute model which has
been developed specifically to understand the concept of attitude. It is used
when the customer needs to consider many alternatives and many criteria in
his selection process. This model has received wide application in

marketing after 1970°s because it became apparent to marketers that the



model provided a framework for analyzing brands based on the attributes

that customers use for evaluation.

One of the main tasks in applying the Fishbein Model is selecting the
“salient attributes” for the customers from a known set of attribute pool.
Then these salient attributes are used to measure the attitude towards a
selected attitude object (bank). While determining these salient attributes,
several methods can be used. The most common one is asking the
respondent the salient attributes by filling out a questionnaire but, as it is
known, the researcher should be ready for some shortcomings. First the
respondent may not take the questions seriously because he may not have the
desire to put effort on it. Secondly, he may give socially acceptable answers
or may want to please the respondent. Thirdly, because of time limitations,
he may mark just any two or three attributes as the salient ones.
Unfortunately all these end up with inconsistencies in the answers of the

respondent so may not reflect the truth properly.

As an alternative method to measure the saliency, AHP can also be offered.
Saaty (1980) states that AHP is particularly useful when the decision
problem includes multiple objectives, conflicting criteria, incommensurable
units and aims at selecting an alternative from a known set of alternatives.
By requiring pairwise comparisons among the attributes, AHP assigns a
weight for each attribute which may show the degree of saliency and
consequently, these weights can be compared to determine the salient
attributes. The consistency of the answers can also be observed in AHP. In

this research, the salient attributes are planned to be obtained by AHP and



consequently the attitude measurement model of Martin Fishbein is planned

to be implemented.

Designed to reflect the way people actually think (see Chapter 4;
compensatory approach), the AHP was developed more than 20 years ago
and continues to be one of the most highly regarded and widely used
decision making theory in use. The Analytical Hierarchy Process devised by
Thomas C. Saaty is a decision support method that enhances decision
making by providing a logical and easy to use framework in which all the

elements of a decision can be defined, organized, and carefully evaluated.

A fact that should be made clear is that AHP is originally not an attitude
measurement model but a decision support model that is not restricted to a
particular business function. In fact AHP has been applied to support
decision making in business functions such as accounting (Apostolou and
Hassell, 1993), marketing (Dyer and Forman, 1992), production and
logistics (Min,1992; Mohanty and Venkataraman, 1993). Recently a few
papers have been published describing case studies in which AHP is applied
to particular case studies (Finnie, et. al., 1993; Lee 1993; Javalgi, et. al,,

1989).

With the AHP, the objective (like to select a bank), and the related criteria
are arranged in a hierarchical structure similar to a family tree. The process
of building this structure not only helps to identify all the elements of the
decision (like attributes) more accurately but also to recognize the

interrelationship between them therefore it enables us to determine how the



prestated attributes are prioritized and weighted by the customers while they
are selecting their banks and how different these weights from each other.
Because we are able to compare these weights in AHP, we can differ the

more salient attributes to be used in Fishbein.

The rationale of the Fishbein is that to measure a customer’s overall rating

or his attitude towards a bank, one should;

1. Identify the attributes that the customer considers during the decision
process (which bank to select),

2. Measure the importance of each attribute for the decision, and

3. Measure his evaluation of how much of that attribute is contained in the

particular bank.

This is also the essence of the compensatory decision making approach
which is used in complex decisions. The compensatory approach is mainly

expressed as follows:

Rating / Attitude = Z ( Desirability of an attribute) ( Beliefs about brand’s

performance on the attribute)

Because the Fishbein Model has been developed specifically to understand
the concept of attitude, Martin Fishbein even offered several modifications
of his basic model in an attempt to better explain the formation of brand
attitudes and purchase intentions. For instance, he has included the act of

purchasing to the measurement of an attitude towards a product but in this



study, the original form of the Fishbein model is planned to be introduced

which means the behavior component is excluded .

Before doing all these analysis, we should first clarify the modern marketing
concept or the consumer oriented approach in bank marketing because this is
essential to determine what attributes might be important for customers
while they are selecting their banks. Therefore, Chapters 2 and 3 give an
insight on the basic trends and approaches in bank marketing. Chapter 4
mentions the concept of selection decisions. Then Chapters 5 and 6 explain
the AHP and the Fishbein Models separately in analyzing the customer
preferences. Consequently Chapter 7 gives a brief comparison of the 2
methods and tries to explain why they were not used separately but in
combination. Then Chapter 8 displays the final research design in which
AHP is planned to be used to provide the necessary input (salient attributes)

for Iishbein. Finally, Chapter 9 gives the conclusions of the study.



CHAPTER 2

TRENDS IN THE BANKING SECTOR AND THE BASIC
APPROACHES IN BANK MARKETING

As being interactive and closely related with other sectors of economic
structure, banking sector plays an important role in the market economy by
directing the transfer of money and providing professional services besides
public service. Traditionally, the business of banks can be defined as
collecting funds from personal savers in the form of deposit accounts and
loaning them to firm-customers with a payback agreement because, all the
commercial, manufacturing or agricultural corporates need external financial
resources to operate their business. As a result, the history of banking is

inevitably linked with the correspanding history of trade and industry.

In the beginning, the image of banks were comprised of clerks waiting
behind the cashiers and filling orders whenever a customer orders a certain
service. The focus was to have multi-branch network to reach every potential
customer without considering the related benefits or losses. After the World
War Il the industry and the market changed substantially,so did the nature
of the banking concept. This change can be called as the shift from retail
banking to corporate banking. The retail banking has traditionally been



supply-led. Through their branch networks, retail bankers had passive retail
customers so they have benefited obtaining cheap retail deposits which were
used as credits to corporate or retail customers. This traditional situation is
rapidly changing. The day of the uninformed or financially unsophisticated
retail customers are over. The increase in competition which has affected all
types of markets caused by technological advancement, deregulation and
socio-economic change has encouraged retail banks to broaden and improve
the quality of their services and to extend their customer bases

correspandingly.

Corporate banking may be defined broadly as “the provision by banks of a
collection of services to companies, industrial, and commercial companies or
corporates of all kinds” (Gardener and Molyneux, 1990). These services
encompass a wide range of financial products or services, including facilities
like cash and portfolio management. The transition phase from retail to
corporate banking still continues. New types of services are emerging like
developing client relationships, innovative delivery system which are both
convenient to customers and cheap for the bank, financial planning services
that attract the business of savers and building a sales force needed to market

these services. These are discussed in the following chapters.

The transition phase also affected Turkey after 1980’s. In 1950°s and 60’s,
the retail banking system was popular where banks had multi-branch
networks, focused mainly on collecting deposits from individual customers
and employed unqualified personnel. Thrustworthiness was the most popular

attribute. In the 1970’s, new banks began to enter the market which



increased competition, but still, the former approach was in use. Improving
the corporate image as well as the thrustworthiness came out to be more

salient attributes.

In the beginning of 1980’s, factors like alternative financial services
provided by other financial enterprises, deregulation of banking, shrinkerage
of profit margins, increasing competition and more active customers forced
banks to change their nature. They recognized the opportunities to be found
primarily in innovation so concentrated on broadening their range of
services. For instance, the open market economy necessiate the import-
export services that required skilled sales force who could bare the
complexity and risk of the situation. The role of this sales force also
extended up to maintaining customer loyalty and providing the bank less
risky and more profitable firm-customers. Offering a complete set of
services has become the most important issue. As a result, to create a
sufficient demand, sustained growth, and profitable volume, the banking
sector in the world needed to change their type of marketing. As Kotler and
Connor (1977) mention, professional marketing has become popular rather
than the minimal marketing or hard-sell marketing. These three types of

marketing approaches are explained below.

Banks like other professional firms have three major objectives: To create
sufficient demand, sustained growth, and profitable volume (Kotler and
Connor, 1977). They must turn to some form of marketing to achieve these
goals. Three different styles of marketing can be distinguished: minimal,

hard-sell, and professional.
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2.1. Minimal Marketing

A large number of professional firms practice minimal marketing which
avoids developing a marketing program and aims to keep the existing
clients. The explanation is that high quality of limited service will lead to
satisfied clients who will place their new business with the bank or even

recommend it to others, leading to a substantial inflow of new clients.

Although the logic is appealing, the problem is that it places too much
confidence in the assumption that quality speaks for itself. Furthermore, it
assumes that the bank will deliver distinctively better quality services than
competitors. However, several banks usually pursue the same philosophy
and thus no bank may strike the client as particularly exceptional in this
respect. Besides, it ignores the fact that the competitors have the potential to
practise a stronger form of marketing. As a result, it is a reactive rather than
a proactive approach. The firm does little to shape its future clients or

services.

2.2 Hard Sell Marketing

A few professional services firms practice hard-sell marketing (Kotler and
Connor, 1977). Hard-sell marketing really reflects a sales orientation rather

than a marketing orientation. It has two main faults:

11



1. It does not use a disciplined approach to identify and cultivate the
market. It confuses sales (which is an outside job that requires an activity at
the outside of the organization to find customers and make a sale) with
marketing (which is an inside job that requires a strategic planning in the
company before going outside). It neglects the basic marketing process
which is to choose targets, develop services, formulate plans, set up

information systems, and establish controls (Kotler and Connor, 1977).

2. Like other professional firms, when the banks use this approach, they
often get carried away with the problem of attracting new clients and are
drawn into using more extreme techniques which begin to violate the ethical

code and this may result in acquiring uncredible clients .

2.3. Professional Marketing

Professional marketing is in fact the so called marketing orientation in
which the customer is the focus. A bank that is marketing oriented must not
only be aware of the needs of its customers but it must also be able to meet
these needs efficiently and effectively. In this era of intense competition and
sophistication, banks should continue to strive for customer satisfaction in
order to survive and remain profitable (McCullough, Heng, and Khem,

1986).

As a result the question facing the bankers is not whether to do marketing.

They are doing marketing. The question is how to do it effectively. As the

12



bank's competitors resort increasingly to installing organized programs for
business development, it can no longer remain indifferent to the discipline of

marketing (Kotler and Connor, 1977).

An article by McCullough, Heng, and Khein (1986) examines the
relationship between the marketing orientation of a bank and consumer
satisfaction with its retail operations. As a result, customers of marketing
oriented banks were found to be significantly more satisfied with their banks
than the customers of other banks suggesting that marketing orientation is
related to customer satisfaction which is the requirement given by the

modern marketing concept.

13



CHAPTER 3

THE MODERN BANK MARKETING CONCEPT

Gronroos (1982) calls the consumer oriented approach as "the interactive
marketing function" and formulates a three stage model. The model holds
that in order to satisty the needs of its target market, the service firm will
have to consider three stages in the customer's opinion of the need satisfying
capabilities of the service offering. These are interest in the service firm and
its offerings, purchase of a service, and repeat purchase of the same or
similar services. The recognition of these three stages has substantial
marketing consequences. At each stage, the objective of marketing and the

nature of marketing will be different.

14



The Three Stage Model

_ |
Internal Stage To get customer- The internal
conscious and marketing function
sales-minded
personnel
Initial Stage To create interest The traditional
in the firm and its marketing function
services
Purchasing To turn the The traditional and the
process general interest interactive marketing
into sales function
Consumption To create resales The interactive
process and enduring marketing function
customer contacts

Gronroos (1982)

According to the service marketing theory which is presented in the study of
Gronroos (1982), interactive marketing activity is of vital importance. The
company must continuously demonstrate its capability of handling the

buyer/seller interactions.

Berry (1982) identifies some of the questions that should be asked in the

concept of bank marketing. Among the questions being asked are:

e How do we attract the potential customers?

e How do we keep the customers we already have?

e How do we make our bank distinctive given the homogeneity in the
industry brought by years of service and pricing regulation?

e How can we make our bank stand apart?

15



Berry (1982) also defines some priorities for bank marketing. Among the
highest priorities facing the bank marketing field are:

1. Emphasizing relationship banking

2. Developing multi-tier delivery systems

3. Marketing to investors

4. Building a personal selling organization

3.1. Relationship Banking

Relationship banking concerns viewing customers as clients emphasizing
client retention not just client acquisition, and approaching the want
satisfying task from the stand point of the "whole" rather than from the stand
point of the "part". In a sentence, relationship banking is attracting,
maintaining, and enhancing client relationships. Successful implementation
of a relationship banking program is not easily done. A strategic approach in
which at least true key elements are present and carefully coordinated is

necessary.

First, the bank must become a segmenter institution since it is more practical
to seek relationships with definable market segments whose specific wants
can be identified. However, the business should not be viewed as a
homogeneous entity but rather as a collection of heterogencous market
segments comprising groups of customers with different needs, each of
which may be better satisfied by the introduction of marginally or wholly

different services (Yorke, 1982).

16



Second, there must be a core service around which the relationship can be
built. The ideal core service is one that attracts new business by addressing
important and unsatisfied wants of the target market, cements the business
through its quality and multiple component parts, and enhances the
relationship over time by providing a platform from which additional

services can be sold.

A third vital element is the account representative: Someone the client can
turn to when the need for nonroutine service arises. The account
representative is the liaison between the bank and the customer, a person

who can cut through bureaucracy and serve the customer as a client.

Fourth, bank services need to be priced to provide incentive for customers
consolidating much or all of their financial business with one institution.
There are several approaches to relationship pricing. One is to discount loan
rates or service fees to customers maintaining a certain level of business
with the bank. A second approach is to make available certain "special”
services only to customers maintaining a given level of business with the
bank, e.g. offering no commission for electronic money transfer (EFT) if the

amount to be transferred is more than 5 billion TL.

A fifth element in relationship banking is communications management
which involves educating both the staff and the client base. Education and
training are critical because staff competence is an essential ingredient in

forging client relationships.

17



Relationship banking is both a marketing objective and a marketing strategy;
it is a way of thinking and a way of doing. An important challenge for the
bank marketer is to help pave the way in the bank for this approach taking
hold (Berry, 1982).

3.2. Multi Tier Service Delivery

Managing the cost problem requires, in part, banks restructuring service
delivery from the high cost and labour intensive system to a muli-tier system
involving a range of facility and service alternatives, e.g. full service
branches, automatic teller machines, small limited service branches, and
electronic in home banking facilities. Bank marketers have an important
leadership role to play in planning and executing this transition (Berry,

1982).

The premise of multi tier service delivery is that it will better align service
delivery costs with the customer requirements. Studies document that the
vast majority of visits to full service banking offices are for routine deposits
with withdrawals and cheque cashing (ref for 76 and 81 studies). Banks do
not need - and can no longer afford -elaborate and expensive branch office

facilities when providing frequent and routine services.

18



For most consumers, multi-tier service delivery should mean added
convenience since more than one limited service facility can be instituted for

the same cost as one full service facility.

Violano (1990) states that customers' needs and desires are not static.
Customers also respond to different stimuli. Some prefer to open accounts at
branches, other will send bankcard applications by mail, and some customers
are getting comfortable with the phone, i.e., telemarketing but it is clear that
more and more banking services are being served out of the bank which

provides time and money saving.

3.3. Marketing to Investors

A large and growing quantity of bank customers in America can no longer
be considered "savers". Considering high inflation rates to be a fact of life,
many customers have been investing their money in tangible assets like land,
homes, and collectibles instead of in financial instruments and when
investing in financial instruments they have been investing in the highest

yielding or most tax efficient instruments available.

The bank marketing "mind-set" must shift from deposit gathering to funds
gathering. More specifically, bank marketers need to think in terms of
marketing investment portfolios tailored to a specific liquidity, convenience,

return, safety, and tax sheltering preferences of the individual customer

19



investor. As a result, yesterday’s saver is now an investor with many non-

bank investment alternatives.

3.4. Building a Selling Organization

If the developments mentioned before like the impact of inflation,
transformation from saver to investor, and rising costs have not occurred, the
traditional under use of personal selling in bank marketing would not matter
so much but they did. As a result, simply by placing advertising and taking
orders, more complex investment and financial planning services can not be
marketed any more. Nor can the advertising alone effect the client
relationship which is so important to the bank profitability. More and more,
it will be advertising's role to open the door for the salesperson rather than to
make the sale. Making the sale will require graphically explaining
complicated services, discussing the advantages and disadvantages of the
alternative courses of action, answering questions, addressing confusion,

and building credibility and trust; it will require personal selling.

As mentioned before, marketing orientation must be operationalized in order
to exert any influence on customer satisfaction. To implement the marketing
concept effectively, a bank must be able to identify the needs and wants of
the various segments of its markets and develop specific programmes or
services tailored to the various requirements. A major problem lies in the
identification of customers' needs which are constantly changing and

therefore difficult to ascertain. For instance in the research of McCullough,

20



Heng and Khem (1986) efficiency and courtesy were the most important
attributes in determining the customer preferences in bank selection. Other
important attributes were convenience of location, range of services,

reputation, and availability of innovations.

In another study conducted by Kaynak (1986), parking facility was the most

significant attribute. Then came the service offerings, reputation of the

bank, and availability of the credit.
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CHAPTER 4

ISSUES ON CUSTOMER EVALUATIONS AND SELECTION
DECISIONS

4.1 EVALUATIVE CRITERIA

4.1.1.The Underlying Assumptions

Consumer decision processes vary considerably in their complexity. Most of
the decisions consumers are required to make are probably rather simple
ones such as the purchase of staple goods. However, consumers also must
make decisions that are comparatively complicated especially when they
become a customer. The range of difficulty of customer decision processes
extends even further to problem solving that may be characterized as being
highly complex like the selection of a bank as Reidenbac and Pitts (1986)

assume.

The decision making process may be generalized toward a typical problem
solving model consisting of four basic types of activities in the process of
purchasing. These steps are:

1. Problem recognition

22



2. Information search and evaluation
3. Purchase decision

4. Post purchase evaluation

The assumptions underlying this and other decision approaches seem to be
the following.

1. Two or more alternatives (banks) exist so that a choice must be made by
the consumer

2. Consumer evaluative criteria (attributes) facilitate the forecasting of each
alternatives' consequences for the customer’s goals or objectives.

3. The consumer uses a decision rule or evaluative procedure to determine
the chosen alternative

4. Information obtained from external sources and/or memory is used in the

application of the decision rule or evaluative procedure.

AHP and Fishbein are two methods that both hold these assumptions except
the fourth one. Their decision rule is the same which is the compensatory

decision rule.

If AHP is used alone to analyze the customer preferences, it places the first
assumption as the first level in its hierarchy. Then it places the second
assumption to its second level in the hierarchy and the third assumption as
the third level in the hierarchy. Then, using matrix algebra, it shows how
these interact with each other to reach a final selection decision but it does
not bring an explanation for the fourth assumption. The Fishbein model, on

the other hand, does not built hierarchies, but still considers the first three
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assumptions. It also excludes the 4th assumption like AHP. Because these
two methods have been planned to be combined in this research, the
consumer evaluative criteria (attributes) mentioned in item 2 have been
determined by AHP, and the measurement process has been done by the

Fishbein Model.

4.1.2. The Nature of Evaluative or Choice Criteria

A customer evaluates his alternatives on the basis of a number of choice
criteria (attributes). These criteria are the standards and specification the
customer uses in evaluating the service. This evaluative criteria may vary
from one customer to another yet they are likely to differ in their importance,
usually with one or two criteria being more important than others. Thus,
while several evaluative criteria are salient (important) to the customer,
some are determinant (they are the most important and are also perceived to
differ among alternatives). In this research, these salient attributes have been
obtained by the AHP. The AHP methodology is explained in detail in the

following chapters.

4.1.3.Measuring Evaluative Criteria

In order for the bank marketer to develop a successful marketing mix, there
must be an understanding of what criteria are used by customers in making a
selection decision for his alternative, as well as how important each criterion
is, and how the customer rates each alternative on the various criteria. The

Fishbein Model measures all these factors and reach the final result as the
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