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Abstract: 

 

This study aims to determine the Influence of Price Perception, Service Quality, Variation 

Seeking Behavior and Electronic Banking against Customer Switching Behavior with 

Relationship Duration as Moderation Variable. The data is processed by Structural 

Equation Modeling.   

 

The researchers found that the perception of price, service quality, variation seeking 

behavior and electronic banking significantly influence the switching behavior of bank 

customers/customers. The duration of relationship as a moderating variable strengthens the 

influence of price perception, service quality, variation seeking behavior and electronic 

banking on the switching behavior of banking customers in DKI Jakarta Province. 

 

The findings from this research can be used as a strategy for designing products and 

services, marketing strategies and customer service practices by banks in Jakarta to reduce 

customers' switch. It can also help improve operational services and customer satisfaction 

and loyalty by understanding the banking behavior of each customer. 

 

Originality can be seen from the fact that this research is one of several studies focusing on 

the intention variables to switching interest by Jakarta banking customers such as variables 

variation seeking behavior, relationship duration that are used as a moderation variable. 

 

For further research, it is advisable to researchers: to focus on switching behavior from a 

wide range of consumers (companies or SMES) and investigate the difference between 

switching intentions or switching behavior. This study also provides a further way to 

analyze the effects of moderate variables such as convenience in the relationship between 

variables and switching intentions. 

 

 

Keywords: Price Perception, Service Quality, Variation Seeking Behavior and electronic 

banking, customer switching behavior, relationship duration. 
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1. Introduction 

 

In the intense competition and the increasing globalization of financial markets, 

building customer loyalty has become the most important strategy for financial 

institutions. The banking industry should develop strong relationships with its 

customers to compete successfully in a competitive retail banking environment. 

Numerous studies have shown that bank profitability is closely related to customer 

retention (Garland, 2002; Reichheld and Sasser, 1990). The longer the bank can 

retain the customer, the greater the revenue and the customer's cost savings can be 

made. According to Duncan and Elliott (2002), customer loyalty is an important 

factor that contributes to organizational income and profit. Loyal customers usually 

establish stable relationships with organizations compared to unfaithful customers 

(Zeithaml et al., 1996a). Customer loyalty can contribute to a company's revenue 

increase; reduce customer transfer rate; and develop new business through positive 

word-of-mouth advertising (Reichheld, 1996; O'Brien and Jones, 1995; Reichheld 

and Sasser, 1990). Thus, in the end, bank assets are not only primarily registered in 

the balance sheet, but also relate to the fact that the customer has been successfully 

maintained.  

 

To remain competitive, bank providers must understand their customers not only to 

anticipate, but also to influence the behavior of banking switch (Beckett et al., 

2000). Some researchers have studied the switching behavior of consumer in some 

developed countries (Colgate and Hedge, 2001; Gerrard and Cunningham, 2000: 

Keaveney, 1995). However, their research is limited only to the developing 

countries (Zhou, 2004). Due to cultural differences, consumer evaluations of 

service quality and related constructs, such as, behavioral intentions, may be much 

different (Furrer, et al., 2000; Winsted, 1997). Cultural differences also relate to the 

behavior of bank switching (Clemes et al., 2007). The study analyzes the behavior 

of customer switching in China's retail banking industry - a changing economy 

from a centrally planned economy to a market economy (Wang et al., 2003).  

 

The increasing use of technology, liberalization, and deregulation have brought a 

revolution in how to serve customers. Technology disrupts the smoothness of 

business processes, so that customer behavior eventually switch. However, the 

main aspects of banking, such as trust and customer confidence in the institution, 

remain the same. This banking environment scenario has provided many 

opportunities and threats to management. For every company, losing customers is a 

serious setback in terms of current and future profits (Sathish et al., 2011) and it 

costs five timesas much to acquire one new customer rather than retain an old 

customer. Customer switching has a negative effect on market shares and 

profitability.  The first reason is the high cost of advertising, promotion, sales and 

other needs, while the second reason is because new customers need a grace period 

until they get a profit (Athanassopoulos et al., 2001). Therefore, banking 

practitioners must understand the drivers of switching behavior of banks to remain 

competitive because the shifting of services / services has become a serious 
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problem in the marketing of services. Although the behavior of customer switching 

for goods has been studied by many researchers (Day et al., 1979), the behavior of 

customer switching for services has not received much attention from researchers, 

especially in the area of financial services. Behavior switching for services/services 

has different characteristics, namely intangibility, inseparability, perishability, 

heterogeneity, and ownership (Clemes et al., 2000). Even within the service 

domain, each service type differs significantly based on the level of customer 

participation (Grace and O'Cass, 2003). 

 

Bank management should therefore understand the behavior of their customers if 

the bank wants to influence the switching behavior of their customers (Clemes et 

al., 2007). If bank management can develop a thorough understanding of the 

factors that impact the switching behavior of bank customers, banks can effectively 

avoid harmful consequences of customer switching, and improve long-term 

relationships with customers (Lees et al., 2007).  In facing this rapidly changing 

environment, retail banks must strive to create stronger ties with their customers. 

Based on the above information, it can be concluded that multi-bank relations is an 

incentive for banks to do their best to strengthen customer relationships. This study 

aims to assist bankers in dealing with the potential threats of consumer banking 

switching behavior by providing a key variable of customer switching behavior. 

 

Building long-term relationships with customers is becoming an important strategy 

for most financial institutions in today's competitive financial market. The banking 

industry should develop a profitable long-term relationship with its customers in 

order to survive in a competitive retail banking environment. Banks want to 

achieve zero customer transfer and minimize new customer acquisition costs 

(Farquhar, 2004). Garland (2002), Rust and Zahorik (1993), and Trubik and Smith 

(2000) have studied the financial implications of customer maintenance and 

revealed that there is a strong relationship between customer loyalty and 

profitability in the banking system. 

 

2. Literature review 

 

Almossawi (2001) empirically states that price is an important factor in the 

selection of banks for students. Gerrard and Cunningham (2004) argue that prices 

affect the behavior of switching between bank customers because prices have wider 

implications for bank customers than other service customers. Colgate and Hedge 

(2001) examine the switching behavior of bank customer in Australia and New 

Zealand and conclude that price is a key determinant, followed by service failures 

and denial of service. The same results were obtained in a study of Javalgi et al. 

(1989) who examined the factors influencing the decision of customers to choose a 

bank in the United States. This factor includes the customer's perception of the 

fairness of the bank's pricing policy. In the banking industry, prices have broader 

implications for not only covering costs but also interest charged on loans and 

savings (Gerrard and Cunningham, 2004). Price is an important factor that has a 
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direct effect on customer satisfaction and behavioral intentions (Cronin and Taylor, 

1992; Varki and Colgate, 2001). Previous studies have shown that prices have an 

important impact on decisions to switch and relate to customers' intentions to 

switch (Keaveney, 1995; Colgate et al., 1996; Stewart, 1998; Campbell, 1999; 

Colgate and Hedge, 2001; Dawes, 2004; Anjum et al., 2011). In addition, a 

significant proportion of customer complaints after purchase relate to prices 

(Estelami and DeMaeyer, 2002). Furthermore, in the banking industry, Gerrard and 

Cunningham (2004) show that prices play a more influential role in influencing the 

switching behavior of customers compared to service failures and inconvenience. 

The researchers revealed that imposing high costs on customers, or increasing costs 

could have the opposite effect, such as pushing the move out and shrinking inside. 

In addition, from the results of research by Dawes (2004), it shows that there is a 

positive relationship between price increases and switching fees in the banking 

industry. 

 

H1a: Price Perception has a significant effect on the switching behavior of banking 

customers in DKI Jakarta Province. 

 

H1b: Relationship duration moderates the influence of price perceptions on the 

switching behavior of banking customer in DKI Jakarta Province. 

 

Poor service quality is one of the determinants of unfavorable behavioral 

disadvantages and interests (Aydin and Ozer, 2005; Zeithaml et al., 1996b). In the 

banking industry, responses from switching behaviors are related to quality 

perceptions (Rust and Zahorik, 1993; Yavas et al., 2004). High-level service 

quality is essential to prevent banking customers from switching (Clemes et al., 

2007). Similarly, Chakravarty et al., (2004) examined the role of relationships in 

the switching behavior of customer through various factors, including the 

dimensions of service quality and relationship dimensions. Mavri and Ioannou 

(2008) examined the switching behavior of Greek banking consumers and 

concluded that product and service quality, as well as, bank brand names have a 

positive effect in reducing switching behaviors, while demographic variables, 

including gender and education rates have little effect on switching. High quality of 

service is essential to retain customers (Zhang, 2009). A study reported that 42 

percent of clients close their accounts and switch to other banks due to problems 

associated with services in the US banking industry (Berggren and Dewar, 1991).  

 

Levesque and McDougall (1996) found that service problems and service recovery 

issues have a significant impact on customer satisfaction and customer intentions to 

switch banks.  According to Leeds (1992), nearly half of bank customers switch 

banks due to poor service. In addition, Leeds (1992) also pointed out that 

improving the quality of service can reduce customers from switching to other 

banks. Similar research by Zeithaml et al. (1996a) asserts that unfavorable 

behavioral intentions can be determined by poor service quality. Therefore, unlike 

previous studies, Kura et al. (2012) found no significant effect of service quality 
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(measured through empathy and assurance) on switching customers in banking. 

Furthermore, Kura et al. (2012) studied the intention of switching through various 

relational factors in the Indian banking industry and revealed that the quality of 

service, satisfaction and trust significantly affected the barriers of switching. Based 

on a broad literature review of the relationship between service quality and 

switching behavior, the researchers chose to use the discomfort, reliability and staff 

who provided service as a three-dimensional quality of service in the study. 

 

H2a: Service quality significantly influences the behavior of banking customer 

switching in DKI Jakarta Province. 

 

H2b: Relationship duration moderates the effect of service quality on the behavior 

of banking customer switching in DKI Jakarta Province. 

 

Mowen and Minor (2002) argue that looking for diversity refers to the tendency of 

consumers to search spontaneously in purchasing products/services. Behavior of 

variation-seeking is one form of human behavior that can not be explained by the 

classical theory of existing behavior. The main thought behind the behavior of 

variation-seeking is that humans have a natural need for variation in their needs 

under certain conditions. The necessity of variation-seeking is the impetus that 

arises from within the consumer when the consumer is exposed to brand selection 

(Van Trijp et al., 1996 and Feinberg et al., 1992). This is reinforced by the 

statement of Wilkie (1997) who argued that the underlying issue in the search for 

variation is due to a sense of curiosity in the consumer itself. 

 

H3a: Behavior of variation-seeking significantly influences the behavior of banking 

customer switching in DKI Jakarta Province. 

 

H3b: Relationship duration moderates the effect of variation-seeking behavior 

toward the banking customer switching behavior in DKI Jakarta Province. 

 

Riquelme and Rios (2010) reported that internet banking and mobile banking may 

differ in channel characteristics and customer preferences. It provides the 

motivation to research the investigation on consumer switching behavior from 

online to mobile banking. In other words, this research aims to understand why 

certain customers are switching from online to mobile banking while others do not, 

to see why these customers prefer online banking to mobile banking.  The results of 

the literature review show that many studies have comprehensively investigated the 

adoption of a single online or mobile banking, but the study of consumer switching 

from onnline to mobile banking is lacking. Likewise, literature suggests that the 

adoption of single technology or product-based services has been widely studied 

over the past three decades. Dasgupta et al. (2011) observe that the emergence of 

mobile banking can provide banks with a lucrative commercial opportunity to 

provide services to rural communities who are unable to access the internet. Given 

the enormous penetration of mobile phones, Cruz et al., (2010) state that banks 
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have enormous potential to offer mobile banking services to people living in 

remote villages, where computers connected to the internet are relatively few. 

 

H4a: e-banking has a significant effect on the banking customer switching behavior 

in DKI Jakarta Province. 

 

H4b: Relationship duration moderates the effect of e-banking on the behavior of 

banking customer switching in DKI Jakarta Province. 

 

Based on the previous description, the conceptual framework model proposed in 

this research describes the research process that is analyzing and explaining the 

role of relationship duration in moderating the influence of price, service quality, 

variation seeking behavior, and electronic banking on the behavior of consumer 

switching.   

 

3. Methodological grounds of the research 

 

The inferential statistical analysis technique used is Structural Equation Model. The 

statistical analysis used to test the hypothetical research based on the relationship 

pattern among variables to be studied is the causal relationship (one or several 

independent variables on one or more dependent variables). The form of causal 

relationship used in this study is how the moderating variables can strengthen or 

weaken the relationship between independent and dependent variables. 

 

The statistical method used in this research is hypothesis testing. Each variable is 

measured by a number of statement items and and using a Likert scale from 1 = 

strongly disagree to 7 = strongly agree. Test validity was done by using the 

confirmatory factor analysis method and reliability was tested by using the internal 

consistency reliability method. The initial preliminary research is conducted with 

60 respondents to ensure that the research instruments used are valid.  The results 

in Table 1 show that the measuring tool used to measure every variable of price 

perception, service quality, invariable variation and electronic banking behavior is 

valid (all loading factors> 0.6). 

 

While the reliability testing of each research variable also shows that each research 

variable used is reliable (coefficient Cronbach alpha> 0.6). This means that each 

measuring tool is suitable and appropriate to measure each variable and consistent 

to collect research data. The behavior of consumer switching that became the 

object of research was taken in five provinces of the special region of the capital 

city of Jakarta. Data were collected by spreading questionnaires, from January to 

February 2017 with 280 samples being collected, by using the purposive sampling 

technique. 
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Table 3. Validity and Reliabily Test 

Variable Item 
Validity Reliability 

Correlation Information Alpha Information 

Price 

H1 0.79 Valid 

0.84 Reliable 
H2 0.83 Valid 

H3 0.89 Valid 

H4 0.78 Valid 

Service  

Quality 

KP1 0.74 Valid 

0.89 Reliable 

KP2 0.72 Valid 

KP3 0.75 Valid 

KP4 0.77 Valid 

KP5 0.80 Valid 

KP6 0.75 Valid 

KP7 0.73 Valid 

KP8 0.73 Valid 

Variation Seeking 

Behavior 

PMV1 0.74 Valid 

0.80 Reliable 

PMV2 0.74 Valid 

PMV3 0.76 Valid 

PMV4 0.72 Valid 

PMV5 0.76 Valid 

ElectronicBanking 

EB1 0.84 Valid 

0.89 Reliable 

EB2 0.84 Valid 

EB3 0.80 Valid 

EB4 0.81 Valid 

EB5 0.75 Valid 

EB6 0.78 Valid 

Durational 

Relationship 

DH1 0.84 Valid 

0.86 Reliable 
DH2 0.85 Valid 

DH3 0.84 Valid 

DH4 0.84 Valid 

Consumer Switching 

behavior 

PPK1 0.71 Valid 

0.92 Reliable 

PPK2 0.77 Valid 

PPK3 0.83 Valid 

PPK4 0.80 Valid 

PPK5 0.78 Valid 

PPK6 0.84 Valid 

PPK7 0.85 Valid 

PPK8 0.82 Valid 

 

The selected sampling criteria were consumers who had undergone bank switching, 

aged 17 years and above and residing in Jakarta area. In this study, the 

demographic data obtained was as follows: the majority of respondents studied 

(171) were women (61%); those aged 18-30 amouted to 199 persons (71%); 181 

persons were unmarried  (65%); 149 people (53%) had an undergraduate education  

and 173 were in the private sector employment / BUMN (62%);  120 people (43%) 

had savings and credit card accounts;  201 people (72%) had switched banks, from 

private banks to government banks;  125 respondents (42%) had an average income 

per month of 2.5 -5 million rupaiah. 
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Data analysis method used was SEM (Structural Equation Modeling) with the 

support of LISREL Version 8.5 program. SEM is a statistical technique that allows 

testing of a series of relationships simultaneously. Before performing hypothesis 

testing, it is necessary first to test the model used. The fit conformity test was 

conducted to measure the suitability of the model used in this study (Hair, 2010). 

 

4. Results 

 

After modification of the model, it appears that there is an improvement in the 

quality of conformity in the model obtained. An explanation of analysis results of 

the suitability testing of the measurement model is as follows: The p value = 0.000 

and the chi-square value = 794,345, showing a good fit (close fit) when compared 

to the initial model 1028.91, because the smaller the chi-square is, the better and 

the value of p ≥ 0.05 shows a fit model.  The value of RMSEA of 0.042 shows a 

good fit level because a model is said to be good fit if it has RMSEA ≤ 0.05.  The 

value of goodness of fit index (GFI) = 0.870. This value, if rounded up to 1 digit 

behind the comma, means 0.90. The GFI value ranges from 0 to 1 and the higher 

the GFI the better. GFI ≥ 0.90 is good fit, while 0.80 ≤ GFI <0.90 is a marginal fit. 

So, the model in this research is a good fit CMIN / DF value = 1.496 showing a 

model which is fit (good fit) because after modification, the value of CMIN / DF 

<2.00.  The value of TLI (total fit index) = 0.948. Because the value of TLI> 0.90, 

then the model match rate in this study is a good fit. 

 

The value of comparative fit index (CFI) = 0.953. The CFI value ranges from 0 - 1, 

with higher values indicating a better fit. A CFI value ≥ 0.90 is a good fit and 0.80 

≤ GFI <0.90 which indicates a marginal fit. Therefore, the model in this study, 

based on the value of CFI, is good (good fit).  Based on the above description, it 

can be concluded that the model used has met a good level of conformity.  After 

analyzing the measurement model, structural model analysis is then performed. 

This analysis tests whether the hypothesis is accepted or rejected and indicates the 

causal relationship or the influence of latent variables with other latent variables. In 

this research, structural model analysis will be done twice, that is, analysis without 

the moderation variable, duration of relationship, and analysis with the moderation 

variable. 

 

The structural model analysis obtained from the Lisrel output will show the 

influence between latent variables and other latent variables by looking at the value 

t (t-value). When t-value ≥ 1.96, then the latent variable has a significant effect on 

other latent variables. The causality test performed is a test against the weight of 

each indicator being analyzed. This test is done the same as t test to regression 

weight or loading factor or lambda coefficient. 

 

H1a: Price Perception has a significant effect on the switching behavior of banking 

customers in DKI Jakarta Province. The result of analysis shows that t-value is 
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2.88, which is bigger than 1.96 and the p-value is smaller than 0.05 so that the test 

is significant, and hypothesis is accepted. 

 

H2a: Service quality significantly influences the behavior of banking customer 

switching in DKI Jakarta Province. The result of analysis shows that t-value is 

5.36, which is bigger than 1.96 and p-value is less than 0.05 so the test is 

significant, and hypothesis is accepted. 

 

H3a: Variation-seeking behavior significantly influences the behavior of banking 

customer switching in DKI Jakarta Province. The result of analysis shows that t-

value is 6.81 which is bigger than 1.96 and p-value value is less than 0.05, so that 

the test is significant, and hypothesis is accepted. 

 

H4a: e-banking has a significant effect on the switching behavior of banking 

customers in DKI Jakarta Province. The result of analysis shows that t-value is 

7.41, which is bigger than 1.96 and p-value is less than 0.05, so that the test is 

significant, and hypothesis is accepted. 

 

Table 1. Hypothesis Testing Without Moderation 
Hypothesis Path t-value t-tabel Result 

H1a 
Price Perception→Consumer 

Switching Behavior 2.88 ≥ 1.96 
Hypothesis 

accepted 

H2a 
Service Quality→ Consumer 

Switching Behavior 5.36 ≥ 1.96 
Hypothesis 

accepted 

H3a 

Variation Seeking 

Behavior→Consumer 

Switching Behavior 
6.81 ≥ 1.96 

Hypothesis 

accepted 

H4a 
Electronic Banking → 

Consumer Switching Behavior 
7.41 ≥ 1.96 

Hypothesis 

accepted 

   Source: Primary Data Analysis (2017). 

 

This research tries to reveal the existence of a moderation variable, that is, duration 

of relationship which can disturb the relation between exogenous variables with 

endogenous variable. The duration of the relationship relates to the length of time 

that the respondent, or in this case, the customer of a bank using banking products, 

the frequency of customers interacting with banking services, the number of 

banking products held at the same time, and the intervals of the use of banking 

products. 

 

H1b: Relationship duration moderates the influence of price perceptions on the 

switching behavior of banking customer in DKI Jakarta Province. The result of the 

analysis shows that the t-value increased to 5.32, indicating that the moderation 

variable strengthens the relationship so that the test result is significant, and the 

hypothesis is accepted. 
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H2b: Relationship duration moderates the effect of service quality on the switching 

behavior of banking customer in DKI Jakarta Province. The result of the analysis 

shows that the t-value increased from 5.36 to 5.96 and the value of p-value is 

smaller than 0.05, so that the test is significant, and the hypothesis is accepted. 

 

H3b: Relationship duration moderates the effect of variation-seeking behavior on 

the switching behavior of banking customer in DKI Jakarta Province. The result of 

analysis shows that the t-value is 8.52 which is bigger than 1.96 and p-value is 

smaller than 0.05, so that test result is significant, and hypothesis is accepted. 

 

H4b: Relationship duration moderates the effect of e-banking on the switching 

behavior of banking customers in DKI Jakarta Province. The result of the analysis 

shows that t-value 4.84. This is higher than 1.96 and the p-value is smaller than 

0.05.  Therefore, the test results can be stated as significant and the hypothesis is 

accepted.  Table 2 illustrates that the moderating variables reinforce the influence 

of exogenous variables on endogenous ones by looking at the t-value, path, and the 

conclusion of whether the hypothesis is accepted or rejected. 

 

Table 2. Hypothesis Testing with Moderation 
Hypothesis Path t-value t-tabel Result 

H1b 
Price Perception→Consumer 

Switching Behavior 
5.32 ≥ 1.96 

Hypothesis 

accepted 

H2b 
Service Quality→Consumer 

Switching Behavior 
5.96 ≥ 1.96 

Hypothesis 

accepted 

H3b 

Variation 

SeekingBehavior→Consumer 

Switching Behavior 

8.52 ≥ 1.96 
Hypothesis 

accepted 

H4b 
Electronic Banking →Consumer 

Switching Behavior 
4.84 ≥ 1.96 

Hypothesis 

accepted 

Source: Primary Data Analysis (2017). 

 

5. Discussion 

 

The discussion is conducted by considering the various theories and previous 

empirical research related to this research. The importance of price perception, 

service quality, variation-seeking behavior and electronic banking is to reduce or 

minimize the switching of customers from one bank to another. The concept of this 

research can also be applied to service agencies such as hospitals, hotels, airlines 

and other service companies. The results of this study are expected to explain the 

factors that can decrease the rate of consumer switching behavior especially in the 

service industry.  

 

The influence of price perception on consumer switching behavior: 

Price perception is represented by four (4) indicators. At the stage of confirmatory 

factor analysis, the four indicators meet the suitability of the model or fit. The four 
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indicators have a loading factor value above 0.6 so that it can be used until the final 

stage to explain the latent variables of price perception. The greatest loading factor 

value is setting a high interest rate for the debt repayment loan (Hypothec) which 

becomes the burden for the customer and will improve the consumer's bank 

switching behavior. When associated with the results of the respondents' answers 

on this indicator, the average respondent's answers are categorized as neutral. The 

lowest indicator that needs to be improved in explaining the price perception is to 

provide a small interest rate on the savings of customers. This can be overcome by 

raising the savings interest rate. 

 

High administrative costs, lending rates and debt repayment rates (mortgages) have 

an average score of 4.12 and 4.09. The length of customer relationship with the 

bank is not more than one (1) year and the frequency of interaction directly with 

the bank is less than one (1) per month or in other words not even once a month. 

Customers visiting the bank greatly affects customer decision to switch to another 

bank.  In the banking industry, prices have wider implications, not only covering 

costs but also interest imposed or paid on loans and savings (Gerrard and 

Cunningham, 2004). Price is an important factor that has a direct effect on 

customer satisfaction and behavioral intentions (Cronin and Taylor, 1992; Varki 

and Colgate, 2001). Previous studies have shown that prices have an important 

impact on decisions to switch and relate to customers' intentions to switch 

(Keaveney, 1995; Colgate et al., 1996; Stewart, 1998; Campbell, 1999; Colgate 

and Hedge, 2001; Dawes 2004; Anjum, 2011). In addition, a significant proportion 

of customer complaints after purchase relate to prices (Estelami and DeMaeyer, 

2002). 

 

The influence of service quality on consumer switching behavior: 

Quality of service is illustrated by eight (8) indicators. In the stage of confirmatory 

factor analysis, the eight (8) indicators meet the suitability of the model or fit with 

the loading factor value of each indicator above 0.5 so that the eight (8) indicators 

are used until the final stage to explain the latent variable of service quality. Based 

on the highest loading factor, that is bank employees are not ready to answer 

customer's questions, (when service is the dominant indicator in explaining the 

behavior of consumer switching) the average value of respondent's answer lies 

between agree and stongly agree. According to respondents, unsuitable bank 

service hours, ATM machines that are often off line and not in strategic places, 

disappointing services, no useful information if there is a change of service, 

impolite representatives who are unable to answer customer’s questions and solve 

their problems are all factors that make customers want to switch to other banks. 

The moderation variable is the average duration of the relationship, which is not 

long enough to influence the behavior of the customers switching from one bank to 

another bank. 

 

Respondents feel that the job of a bank employee has a lot of challenges and the 

job requires soft skills so that bank customers feel satisfied. The smallest indicator 
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in describing the quality of service are ATMs - automatic teller machines.  

Respondents refer to access to ATMs, these are often damaged (off line) and 

therefore bank employees need to improve their skills and soft skills in order to 

provide satisfaction to bank customers, thus it will increase the sense of ownership 

and employee loyalty to the success and sustainability of the company.  The factors 

to keep in mind include appropriate bank opening hours and access to ATMs, 

reliable banking services and the behavior of the service providing staff. Quality of 

service is defined as the level of difference between normative expectations of 

customers on services and their perceptions on service performance. Its association 

with behavioral intentions differs in each industry (Parasuraman et al., 1988, 1994). 

High quality of service is essential to retain customers (Zhang, 2009).  

 

The influence of variation-seeking behavior on consumer switching behavior: 

The support to variation-seeking behavior is reflected by five (5) indicators and 

meets the suitability of the model with the loading factor value of each indicator 

above 0.5 so that the five (5) indicators are used until the final stage to explain the 

latent variables seeking behavior variation.  Based on the highest loading factor 

value, the indicator always wants to feel the benefits of new bank service is a 

dominant factor in reflecting latent variables seeking behavior variation. This is 

also evident from the average respondent's answer that state they somewhat agree 

to the behavior of consumer switching. 

 

The lowest value that describes the latent variable of variation seeking behavior is 

the desire to try new technology for better service. The reasons of the high desire to 

try new technology and banking services in other banks, are to gett the benefits of 

more services than other banks, trying new products in other banks, and just curing 

the boredom with the existing banks. This greatly affects the behavior of the 

customers to switch to other banks.  This is also triggered by the short relationship 

between the customer and the bank. Therefore, the company (bank) must create a 

better working environment, more comfortable and create a new technology 

(online) so that it can lower the number of customers who switch to other banks. 

Schiffman et al. (2010) say the behavior of seeking variation is a reasonable 

behavior for the consumer because of the stimulus factor from the outside which 

stimulates a person to tend to try the newly rated product. 

 

The influence of electronic banking on consumer switching behavior: 

Electronic banking is reflected by six (6) indicators and meets the suitability of the 

model with the loading factor value of each indicator above 0.5 so that the six (6) 

indicators are used until the final stages to explain the latent variable of electronic 

banking. Based on the highest loading factor value, the indicator such as limited 

bank service through mobile and internet banking, as well as, bank does not have 

adequate Automatic Teller Machine (ATM) is a dominant factor in reflecting the 

latent variable of electronic banking. This is supported by the average of 

respondents’ answer which is somewhat agree.  The lowest indicator in reflecting 

the latent variable of electronic banking is that the technology of ATMs is not 
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reliable. This low indicator in reflecting electronic banking is also seen from the 

average respondents who answered somewhat agree with the highest result on the 

limited banking services via mobile and internet banking. 

 

Customer perceptions of limited bank services through mobile and internet 

banking, lack of availability of ATM machines, a poor system of credit and debit 

cards, weak network systems, low ATM technology, and inadequate ATM service, 

trigger customers to switch to other banks with more complete facilities and 

infrastructure. The average length of the relationship duration turns out to be brief 

as the moderating variable does not lead to increased consumer switching behavior. 

Researchers assume that electronic banking services in Indonesia still have the 

weaknesses mentioned above. The company also needs to improve electronic 

banking by always innovating in the mobile and internet banking service, so that 

customer service will be better.  Electronic banking is typically in the form of 

ATMs, SMS, internet banking and telephone banking providing customers with 

alternative options to conduct online banking business (Gerrard and Cunningham, 

2004; Durkin and Howcroft, 2003; Santos, 2003).  

 

The influence of relationship duration on consumer switching behavior: 

The duration of the relationship is reflected by four (4) indicators and meets the 

suitability of the model with the loading factor value of each indicator is above 0.5 

so that the four (4) indicators are used until the final stage to explain the latent 

variable of the duration of the relationship. The duration of the relationship relates 

to the length of time a respondent, or in this case, a customer of a surviving bank, 

using banking products or services, the frequency of customers interacting with 

banking services, the number of banking products held simultaneously, and the 

intervals on the use of banking products. 

 

The highest loading factor value is on the survival indicators of customers using 

banking services less than 1 year. This shows that the average relationship duration 

is very short between customers and the bank. Researchers predict that this trend to 

switch banks is caused by the fact that most respondents in the study are at a very 

vulnerable, young age and move from bank to bank in order to explore the quality 

of banking services, find competitive pricing, and seek banking services with the 

technology to support the needs of both personal as well as business financial 

transactions. 

 

The second highest loading factor value is the frequency indicator associated with 

the use of direct banking services that lowers customer loyalty to a bank. Currently, 

customers very rarely interact directly with the bank, so it is very difficult for banks 

to build positive values in customers. For customers, the most important thing is 

how they can keep the funds in the bank safely, at a low cost, with competitive 

interest, and if the customer wants to borrow some funds they do not have to go 

through complicated procedures. 
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Consumer switching behavior: 

The behavior of consumer switching bank is reflected by eight (8) indicators and 

meets the suitability of the model with the loading factor value of each indicator 

above 0.5 so that the eight (8) indicators can be used until the final stage to explain 

the latent variable of consumer switching behavior.  Based on the highest loading 

factor value which includes the drawing of money in ATM in limited amounts, too 

much administrative requirements for a loan and the length of time the bank 

employees take to solve a customer's complaint.  These are all dominant factors in 

reflecting the behavior of consumer switching. 

 

This research indicators need to be improved by complementing facilities and 

infrastructure, such as, putting ATM machines in strategic locations and providing 

training for employees so as to acquire skills (hard skills and soft skills) to provide 

excellent qualified administrative services. This will reduce queuing times of 

customers.  

 

6. Conclusions and recommendations 

 

In general, the greater the knowledge of bank management about the factors that 

influence the behavior of the customers switching, the greater their ability to 

develop appropriate strategies to reduce the switching behavior of the bank 

customers. Based on the results of data analysis and discussion related to price 

perception, service quality, variation seeking behavior, electronic banking, 

relationship duration, and the behavior of bank customer switching in DKI Jakarta, 

the conclusion results of this research are as follows: Price perception, Service 

quality, Variation seeking, and electronic banking behavior significantly influence 

the behavior of banking customer switching in DKI Jakarta Province.  The duration 

of the relationship as a moderating variable strengthens the influence of price 

perception, service quality, variation seeking behavior and electronic banking on 

the switching behavior of banking customers in DKI Jakarta Province. 

  

This study contributes to a limited body of empirical work concerning consumer 

behavior related to bank switching, especially in the context of Jakarta banking. 

This study provides a useful knowledge of switching behavior in the Jakarta 

banking industry by empirically identifying the factors that influence customers to 

switch banks.  Analysis was used to examine the customers' switching behaviors. 

This study confirms that several factors affecting the behavior of consumer 

movements identified in the previous studies can also be applied to Jakarta banking 

such as Price, Service Quality, Effective Advertising Competition, Involuntary 

Switching, and Switching Cost. Next, this study also identifies factors that may be 

very important for the banking sector in Jakarta. These factors may also be 

appropriate to be considered as factors for other international studies on the 

switching behavior of bank customers. 
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In general, this study aims to improve our knowledge of the consumption behavior 

of banking services and help service marketers to understand consumers and the 

determinant factors that motivate the tendency to switch.  In particular, the client 

managers involved in strengthening customer relationships should focus on the 

factors mentioned above. Banks should develop strategies that enhance positive 

response behavior towards customer satisfaction, interest rates, and service quality. 

At the same time, the strategy must be supportive in the prohibition of intention to 

switch. The strategy may include fulfilling the quality of service that customers 

want, preventing service issues that occur due to dissatisfied customers, offering 

competitive prices and positively facing customer complaints. Managers must 

ensure the provision of competitive pricing for customers and take steps to increase 

the cost of switching. 

 

Research has certain limitations as the result of a number of factors in this study. 

Researchers may next be able to add other variables, such as, customer purchase 

characteristics, including convenience. Future research can be done by observing 

the impact of these factors on actual switching behavior.  Banking research in 

Jakarta also limits the ability to generalize the findings. Similar research can be 

done in other service domains (hotels, air transport, hospitals, etc.) or in different 

settings. Researchers can then focus on switching behavior from a wide range of 

consumers (companies or UMKM) and investigate the difference between 

switching intentions or switching behavior. This study also provides a further way 

to analyze the effects of moderation variables, such as convenience, in the 

relationship between variables and switching intentions. 

 

References: 

 
Almossawi, M. 2001. Bank selection criteria employed by college students in Bahrain an 

empirical analysis, International Journal of Bank Marketting, 19, 3 115-125. 

Anjum, A., Ghouri, A.M., Malik, M.A. 2011. Determinants analysis of customer switching 

behavior in private banking sector of India, International Journal of Information, 

Business and Management, 3, 2, 156-177. 

Athanassopoulos, A., Gounaris, S., Stathakopoulos, V. 2001.  Behavioural responses to 

customer satisfaction: an empirical study. European Journal of Marketing, 35, 5/6. 

Aydin, S., Ozer, G. 2005.  The analysis of antecedents of customer loyalty in the Turkish 

mobile telecommunication market. European Journal of Marketing, 39, 7/8.  

Beckett, A., Hewer, P., Howcroft, B. 2000. An exposition of consumer behaviour in the 

financial services industry. The International Journal of Bank Marketing, 18, 1. 

Berggren, E., Dewar, R. 1991. Is product management obsolete. Journal of Retail Banking, 

13, 4, 27-32. 

Chakravarty, S., Feinberg, R., Rhee, E.Y. 2004.  Relationships and individuals bank 

switching behavior. Journal of Economic Psychology, 25, 4, 507-527. 

Campbell, M.C. 1999. Perceptions of price unfairness: antecedents and consequences. 

Journal of Marketing Research, 36, 2, 187-200. 

Clemes, M., Mollenkoph, D., Burn, D. 2000. An investigation of marketing problems 

across service typologies. Journal of Services Marketing, 14, 7, 573-594. 



 Zulfitri, Surachman, F. Rohman 

 

485 

 

Clemes, M.D., Gan, C., Zheng, L.Y. 2007.  Customer switching behaviour in the New 

Zealand banking industry. Banks and Banks System, 2, 4, 50-66. 

Colgate, M., Hedge, R. 2001.  An investigation into the switching process in retail banking 

services, The International Journal of Bank Marketing, 19, 4/5,  201-213. 

Colgate, M., Stewart, K., Kinsella, R.  1996. Customer defection:  a study of the 

studentmarket in Ireland. International Journal of Bank Marketing, 14, 3, 23-29.  

Cronin Jr., J.J., Taylor, S.A. 1992. Measuring Service Quality: A Re-examination and 

Extension. Journal of Marketing Research, 56, 55-68. 

Cruz, P., Neto, L.B.F., Munoz-Gallego, P., Laukkanen, T. 2010. Mobile banking rollout in 

emerging markets: Evidence from Brazil. International Journal of Bank Marketing, 

28, 5, 342-371.  

Dasgupta, S., Paul, R., Fuloria, S. 2011. Factors affecting behavioral intentions towards 

mobile banking usage: Empirical evidence from India. Romanian Journal of 

Marketing, 3, 1, 6-28. 

Dawes, J. 2004. Price Changes and Defection Level in a Subscription-Type Market: Can an 

Estimation Model Really Predict Defection Level? The Journal of Service 

Marketing, 18, 1, 317-325. 

Day, G.S., Shocker, A.D., Srivastava, R.K. 1979. Customer-oriented approach to 

identifying product-market. Journal of Marketing, 43, 4, 8-19. 

Duncan, E., Elliott, G. 2002. Customer service quality and financial performance among 

Australian retail financial institutions. Journal of Financial Services Marketing. 7, 

1, 25–41. 

Durkin, M.G., Howcroft, B. 2003. Relationship marketing in the banking sector: the impact 

of new technologies. Marketing Intelligence & Planning, 21, 1, 61-71. 

Farquhar, J. 2004. Retention in retail financial services: an employee perspective, 

International Journal of Bank Marketing, 22, 2/3, 86-99. 

Feinberg, F. M., Kahn, B.E., McAlister, L. 1992. Market Share Response When Cosumer 

Seek Variety. Journal of Marketing Research, 227-237. 

Furrer, O., Liu, B., Sudharshan, D. 2000. Culture & SQ perceptions: Basis for cross-

cultural market segmentation and resource allocation. Journal of Service Research, 

2(4), 355–371. 

Garland, R. 2002. Estimating customer defection in personal retail banking, The 

International Journal of Bank Marketing, 20, 7, 317-325. 

Gerrard, P., Cunningham, J.B. 2004. Consumer switching behaviour in the Asia banking 

market. The Journal of Service Marketing, 18, 2/3, 215-225. 

Grace, D., O’Cass, A. 2003. Child care services: an exploratory study of choice, switching 

and search behavior. European Journal of Marketing, 37, 1, 107-132. 

Estelami, H., Demaeyer, P. 2002. An exploratory study of customer reactions to service 

provider over-generosity. Journal of service Research, 4, 3, 205-217. 

Hair, J.F. 2010. Multivariate Data Analisis: A Global Perspective. 7th edition, Upper 

saddle river, New Jersey, Pearson Education. 

Javalgi, R.G., Armaco, R.L., Hoseini, J.C. 1989. Using the analytical hierarchy process for 

bank management: analysis of consumer selection decisions, Journal of Business 

Research, Vol. 19, 33-49. 

Keaveney, S.M. 1995. Customer switching behaviour in service industries: an exploratory 

study. Journal of Marketing, 59, 2, 71-83. 

Kura, K.M., Mat, N.K.N., Gorondutse, A.H., Magaji, A.M. and Yusuf, A. 2012. Modeling 

the antecedents of customer switching behaviour in Nigerian banking industry. 

American Journal of Economics, Special Issue, 29-36. 



                The Influence of Price Perception, Service Quality and Variation Behavior on 

Electronic Banking   

486 

Leeds, B. 1992. “Mystery Shopping Offers” clues to Quality Service. Bank Marketing, 24, 

11, 24 -27. 

Lees, G., Garland, R. and Wright, M.  2007.  Switching banks: old bank gone but not 

forgotten. Journal of Financial Services Marketing, 12 No. 2, 146-157. 

Levesque, T.J. and McDougall, G. 1996. Determinants of customer satisfaction in retail 

banking. International Journal of Bank Marketing, Vol. 14 No. 7, pp. 12-20. 

Mavri, M. and Loannou, G. 2008. Customer switching behaviour in Greek banking services 

using survival analysis. Managerial Finance, 34. No. 3, 186-197. 

Mowen, J. and Minor, M.C. 2002.  Consumer Bahavior. Fourth Edition Mexico Canada, 

Prentice Hall. 

O’Brien, L. and Jones, C. 1995. Do rewards really create loyalty? Harvard Business 

Review, May-June, 75-82. 

Parasuraman, A., Zeithaml, V. A., Berry, L.L. 1988. “SERVQUAL: a multiple-item scale 

for measuring consumer perceptions of service quality. Journal of Retailing, 64. 

Parasuraman, A., Zeithaml, V.A., Berry, L.L. 1994. Reassessment of expectations as a 

comparison standard in measuring service quality: implications for further 

research. Journal of Marketing, 58, 111-124. 

Reichheld, F.F. 1996. The Loyalty Effect. Harvard Business School Press, Boston. 

Reichheld, F.F. and Sasser, W.E.Jr. 1990. Zero defections: quality comes to services. 

Harvard Business Review, 68, September/October, 105-111. 

Riquelme, H. and Rios, R.E. 2010. The Moderating effect of gender in the adoption of 

mobile banking.  International Journal of Bank Marketing, 28, 5, 328-341. 

Rust, R.T. and Zahorik, A.J. 1993. Customer satisfaction, customer retention and market 

share. Journal of Retailing, 69, 2, 193-215. 

Santos, J. 2003. E‐service quality: a model of virtual service quality dimensions. Managing 

Service Quality: An International Journal, 13, 3, 233-246. 

Sathish, M., Kumar, K.S., Naveen, K.J. and Jeevanantham, V.  2011.  A study on consumer 

switching behaviour in cellular service provider: a study with reference to 

Chennai. Far East Journal of Psychology and Business, 2, 2, 71-81. 

Schiffman, L.G., Hansen, H. and Kanuk, L. 2011. Consumer Behavior: A European 

Outlook. Financial Times Prentice Hall, New York. 

Stewart, K. 1998.  An exploration of customer exit in retail banking. International Journal 

of Bank Marketing, 16, 1, 6-14. 

Trubik, E. and Smith, M. 2000.  Developing a model of customer defection in the 

Australian banking industry. Managerial Auditing Journal, 15, 5, 1-12. 

Van Trijp, H.C.M., Wayne D. Hoyer and J. Jeffrey Inman, 1996. Why Switch? Product 

Category-Level Explanations for True Variety-Seeking Behavior. Journal 

Marketing Research, 33, 281- 292. 

Varki, S. and Colgate, M. 2001. The role of price perception in an integrated model 

behavioral intention, Journal of Service Research, 3, 3, 232-241. 

Wang, Y.G., Lo, H.P. and Hui, Y.V. 2003. The antecedents of service quality and product 

reputation: evidence from the bank industry in China. Managing Service Quality, 

13, 1, 72-84. 

Wilkie, W.L. 1997. Developing Research on Public Policy and Marketing. Journal of 

Public Policy & Marketing, 16, 1, 132–136. 

Winsted, K.F. 1997. The Service Experience in Two Cultures: A Behavioral Perspective. 

Journal of Retailing, 73, 3, 337-360. 



 Zulfitri, Surachman, F. Rohman 

 

487 

 

Yavas, U., Benkenstein, M. and Stuhldreier, U. 2004.  Relationships between service 

quality and behavioral outcomes, The International Journal of Bank Marketing, 

22, 2, 144-157. 

Zhang, D. 2009.  Customer switching behaviour in the Chinese retail banking industry, 

dissertation for the Master of Commerce and Management, Lincoln University, 

Canterbury. 

Zeithaml, V.A., Berry, L.L. and Parasuraman, A. 1996a. The behavioural consequences of 

service quality, Journal of Marketing, Vol. 60 No. 2, pp. 31-46. 

Zeithaml, V.A., Barry, L.L., Bitner, M.J., 1996b. Service Marketing. McGraw Hill, NY. 

Zhou, M. 2004. Revisiting Ethnic Entrepreneurship: Convergencies, Controversies, and 

Conceptual Advancements. International Migration Review, 38, 3, 828-1302. 


