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CONCEPTIONS" AND MECHANISMS OF TRUST IN THE CUSTOMER/BANK RELATIONSHIP :
A QUALITATIVE AND LONGITUDINAL STUDY

Shérazade Gatfaoui
IRG — University Paris 12 Val de Marne

ABSTRACT

This paper analyzes the conceptions and the mechanisms of trust, both institutional and
interpersonal, in a long term customer/bank relationship. A qualitative and longitudinal study
was adopted, based on 18 retrospective case studies conducted within a French bank. Each
case focuses on the relationship between a customer and his financial adviser, at the time
when the study was carried out. Further, we analyze the conceptions of trust from the two
perspectives of the customer and of the financial adviser. The results have important
implications for understanding the different meanings and mechanisms of institutional trust
and interpersonal trust in the customer/bank relationship.

Keywords : interpersonal trust, institutional trust, customer/bank relationship, retrospective
case studies.

Track : relationship marketing

1. Introduction

The concept of trust has been studied extensively in various fields, including psychology,
sociology, economics, management and marketing. However, the abundance of studies on
trust and its transversal character has given rise to a multiplicity of definitions which limits
understanding of the concept in the field of commercial relations.

The literature to date has tended to view the relationship with the customer from the service
provider’s perspective. Few studies have used a dyadic approach based on retrospective event
histories from the two perspectives of the customer and the financial adviser to examine
various conceptions of trust. Following Brown and Swartz (1989), we have considered the
perceptions of both parties in the customer/bank relationship and have compared them. By
means of qualitative in-depth interviews with customers and financial advisers, the study
analyses retrospective event histories to gain a clearer understanding of the concept of trust.
Drawing on the literature, the first part of the paper focuses on the difficulty in
conceptualizing trust by examining definitions of trust in various disciplines. This is followed
by a discussion of the research methodology based on a qualitative and longitudinal study
conducted in a French bank. Finally the results of the study are presented and interpreted,
along with a discussion of its conclusions.

2. The concept of trust in the literature

The notion of trust has been gradually introduced into studies in psychology, sociology,
economics and, most recently, management and marketing. Depending the context in which it
is applied, trust can be variously defined as a belief, an expectation, a feeling, a behavioral
intention or a willingness to rely on an exchange partner (Moorman, Zaltman and Deshpande,

! By conceptions of trust, we understand the types of trust adopted by the customer as well as the meaning or
significance given to each type of trust during the customer/bank relationship (from the time of entry into the
relationship with the bank until the present). By mechanisms of trust, we understand the factors or the elements
which throw light on “the why ” of the different possible meanings of trust, both institutional and interpersonal.



1992). Certain authors consider that trust is made up either of two components — credibility
and benevolence (Doney and Canon, 1997; Ganesan, 1994; Morgan and Hunt, 1994) — or of
three — credibility, honesty and benevolence (Hess, 1995). The definitions expounded do not
explicitly include the question of the dynamic of trust, its development according to the
history or shared experience of the partners, or to any incidents encountered during the
customer/bank relationship. This account seems consistent in so far as the studies have often
aimed at defining and measuring trust at a given moment (t) by means of measurement scales
while ignoring the consumer’s perception in a qualitative and longitudinal perspective. Facing
the growing number of conceptions and definitions of trust, certain authors have also
wondered whether trust should be viewed as interpersonal, based on individuals knowing one
another, rather than as institutional, based on the reputation of the firm or institution
(Williamson, 1993 ; Young and Wilkinson, 1989). If different kinds of trust exist in a
commercial relationship - institutional as opposed to interpersonal trust - what are the
meanings they are given during such a relationship ?. Little by way of empirical research has
been done in this area, although such research would enable the concept and its mechanisms
of construction during the relationship to be better understood.

3. Research methodology

A gualitative and longitudinal study was adopted, based on 18 retrospective case studies
conducted within a French bank. Each case focuses on the relationship between a customer
and his financial adviser, at the time when the study was carried out. The critical incident
method enables us to trace back the historical relationship between a customer and his adviser
(Bitner, Booms and Treteault, 1990 ; Flanagan, 1954 ; Keaveney, 1995). Further, identifying
the incidents that come up between a bank and its customers as well as the way they are
handled allow us to understand more clearly the meanings of trust and the mechanisms by
which it is built. Finally, the dyadic approach allows us to trace back the historical
relationship as perceived by the customer and his financial adviser (Brown and Swartz, 1989 ;
Chandon and al., 1997 ; Deshpandé and al., 1993).

The retrospective interviews were set up one to one and they allow us to trace back the
customer’s bank history based on the relationship between a customer and his financial
adviser). The interviews were set up in five different branches of the bank in three
departments in Paris (Paris-Ouest = 2 branches, Paris-Est = 2 branches and Paris Hauts-de-
Seine = 1 branch). Customers were selected by the financial advisers at the various branches,
on the basis of our instructions. Clarifying conceptions of trust in the private customer/bank
relationship necessarily involved choosing those customers having a reasonably substantial
bank product and services portfolio. Customers needed to have sufficient experience of bank
services to be able to discuss trust, and to have been in the adviser’s customer portfolio for
more than a year. In addition, the customers selected were required to have maintained regular
contact with their existing adviser. Financial advisers were also required to have dealt at least
once with both negative events (either incidents in the customer’s private life or critical
incidents provoked by the bank) and positive events in the course of their relation with the
customer. The incidents in the customer’s private life are linked to the customer’s personal
life and have given rise to problems at the level of his financial situation and of the
relationship between the customer and the bank (for example : a period of unemployment, a
divorce, a death). The critical incidents provoked by the bank are linked to an error involving
the transfer of funds to another customer’s account, to the “forced ” sale of a financial product
or service, or to a refusal to a request for a loan.

During the interviews, we asked nine customers aged from 28 to 45 years old and nine
customers aged from 55 to 77 years old, and their finacial advisors aged from 23 to 54 years



old. Customers aged from 28 to 45 years old are part of the active customers segment and
those aged from 55 to 77 years old are part of the senior customers segment, as defined by the
bank’s classification scheme. The customer’s sample was not defined in advance. We have
chosen the customers as and when we collected and analyzed the data. Finally, the interviews
were recorded, transcribed, then analyzed.

4. Interpretation and discussion of the case studies

Intra-case and inter-case analyses have pointed out two periods considered as important for
understanding conceptions of institutional and interpersonal trust during the customer/bank
relationship. The first Period 1, corresponds to the context that preceeded and followed the
time at which a customer established a contact with the bank. This context refers to the
reasons for and conditions under which a customer establishes contact with the bank. The
second Period 2, covers the development of the relationship with the bank. It refers to the
history of the customer/financial adviser relationship, irrespective of whether or not this
involved a critical incident in this relationship.

4.1 Meanings of institutional trust during the customer/bank relationship (period 1 and
period 2)

Institutional trust is linked to the notion of credibility of the bank (during the period 1) :
During the period 1 which corresponds to the context that preceeded and followed the time at
which a customer established a contact with the bank, institutional trust is linked to the notion
of credibility of the bank. To account for their decision to enter into a relationship with the
bank, customers refer especially to a “degree of trust” in the banking institution concerned.
Customers state that their trust in the bank is based on its “size”, “reputation” or “expertise”
and to the bank’s “recognized experience” (Anderson and Weitz, 1989 ; Doney and Canon,
1997; Ganesan, 1994; Moorman, Deshpande and Zaltman, 1993; Ring and Van de Ven,
1992). These conclusions seem reasonable enough given that, at this point, customers had not
yet established a relationship with the bank’s financial advisers.

Thus, if it is a matter of institutional trust, it would be considered by the customer and

would derive from a cognitive process (knowledge of the bank through the press, word of
mouth). Hence trust would be defined as a belief on the customer’s part based essentially on
the cognitive dimension corresponding to the credibility of the bank. Such credibility would
be itself explained by the reputation, size, experience or expertise of the bank. The bank’s
credibility is based on its capacity to offer services that are “more buoyant, more competitive”
or “more suited to certain customer profiles” and on “guarantees” and ““security” that money
invested “won’t vanish into thin air”. These results refer to all customers who established
relationship with the new bank following an incident, whether caused by the former bank (5
customers out of 18 in total) or caused by the customers (6 customers out of 18) and not dealt
with or badly handled by the former bank (11 customers in all).

Institutional trust remains linked to the notion of credibility of the bank (during the period 2) :
In the course of the relationship with the financial adviser (period 2), institutional trust
remains linked to the notion of the “credibility ” of the bank. It remains based on the size,
reputation and expertise of the bank, as well as on the customer’s experience with the bank’s
advisors judged as positive or negative overall by customers. In general, these customers
emphasize that “the development of relationship with financial advisers, and the way in which
they look after their customers’ interests when dealing with the bank hierarchy, vindicates
and possibly facilitates agreement by the credit department to a request for a loan —in a
word, how they behave.”



4.2 Meanings of interpersonal trust during the customer/bank relationship (period 1 and
period 2)

Interpersonal trust, an expectation in a situation of vulnerability (During the period of entry
into relationship with the bank / Period 1)

For customers establishing a relationship with the bank following poor management of
incidents by the former bank (mainly incidents provoked by the customer), interpersonal trust
is expressed as a mutual expectation (7 customers out of 18). In this context, the relationship

is somewhat asymmetrical in favor of the bank. This expectation applies to the mutual trust
between the customer and the financial adviser. It occurs in a situation of vulnerability and

dependence on the part of the customer in relation to the other party (the bank), and arises for
customers prior to the establishing of a relationship with the financial advisers. Thus, they
hope “to find a bank where the financial advisers will be capable of trust other than on the
basis simply of rational calculation; and to meet financial advisers who they can rely on in
the context of financial difficulties.”

The financial adviser’s trust in the customer should not be based solely on the customer’s
financial situation (income and financial assets). Indeed, the financial adviser can agree to a
loan for the customer simply because he has a number of savings accounts with the bank or a
substantial income. In this situation, these various savings accounts represent a financial
guarantee for the bank (example 1).

If the customer does not necessarily have any financial assets or a large income, or if he
encounters financial difficulties, the financial adviser should also taken into account the
willingness of the customer to keep his word and to make the necessary arrangements to repay
a loan (example 2). In such circumstances, the financial adviser does not trust the customer on
the basis of his financial situation but in relation to a willingness to respect his commitments.
The customer must then convince his adviser that he will make the necessary effort to repay
the loan. The financial adviser, in the course of the meeting, assesses or perceives the
willingness of the customer to keep his promises. This perception depends on “intangible” or
“incalculable ” elements, namely feelings, intuition. In the customer’s opinion, this
incalculable aspect of trust can exist only in relation to an individual (the adviser) and not to
an institution (the bank).

Interpersonal trust, an evolving conception (During the development of the relationship with
the bank / Period 2).

For the financial advisers, even if there is a greater or lesser degree of trust on the part of the
adviser toward the customer, this is reciprocal but not symmetrical. For financial advisers, the
question of interpersonal trust arises basically with reference to a situation deemed risky for
the bank. Once they decide that customers are “financially sound” or “profitable in terms of
income or savings”, the question of trust no longer applies. Thus the customer feels the need
more to trust his adviser than the reverse situation, which occurs less frequently. However,
this does not mean that advisers never need to trust their customers. Indeed, they recognize
this need if the customer represents a greater or lesser financial risk for the bank (for example
: following a period of unemployment, a “very good customers who had a monthly salary of
around 7000 euro needs to repay a number of outstanding loans”). In this situation, the
financial adviser needs to consider the best solutions for the bank and the customer. He has to
trust his customer, who will have to adapt his way of life and reduce expenditure during this
period. Indeed the risk of exceeding overdraft limits can be very high, as can that of the
customer not being able to make monthly repayments. In cases where this question arises,



interpersonal trust can take the same forms and courses of development as it does for
customers. For both “active ” and “senior”” customer segments, we find the main definitions
of

interpersonal trust as suggested in the literature. As in Period 1, trust from the standpoint of
the customer can be understood as “an expectation” when he considers himself to be in a
situation of dependence in relation to his partners (for example : advisers and the bank in
general, through the credit department). This expectation of trust given by the adviser to the
customer occurs therefore in a situation of customer vulnerability (following an incident
caused by the customer and prior to being managed by the adviser). It can also be experienced
as a “feeling ”, “intuition” or “emotion ” according to which the customer can count on the
adviser or can invest trust in him and vice versa. This feeling is comparable to the
psychological state of the actors (customers and advisers). Interpersonal trust can also be
linked to a “belief” or a “willingness on the part of the actors”, leading to an “behavioral
intention ”.

Trust as feeling is found :

- either at the beginning of the relationship between the customer and the new financial
adviser, when they do not know each other very well, during the entry stage of the
relationship with the bank or in the event of repeated changes of adviser,

- or prior to an expectation of or a request for a provision of services when they already know
each other. According to whether the feeling of trust is put to the test of the actors’ behavior,
in the event of an incident or independently of an incident, it can be changed into a latent
belief or a confirmed belief or into a willingness then an behavioral intention.

The change from feeling to belief or willingness and/or behavioral intention is not
systematic. It depends on the past experience of the customer and adviser. Before an
expectation of or a request for a provision of services, in the event of a critical incident or
independently of such an incident, trust can be expressed as a feeling or latent belief, based on
previous positive experience by the actors. During or after the administration and
implementation of the service provision, trust is expressed as a confirmed belief and/or
willingness and/or behavioral intention. The change from one stage to the next thus depends
on the involvement and behavior of the actors (customer or adviser) in relation to the
customer’s or adviser’s request or expectation (for example : on the part of the customer, a
request for a mortgage loan; or on the part of the adviser, an expectation that a check will be
forthcoming from the customer to pay off a substantial overdraft).

5. Conclusions

The study of trust within a qualitative and longitudinal perspective throws light on “the
why ” of the different possible meanings of the concept. Thus, once the researcher is clearly
positioned in relation to certain elements, we understand more easily why trust can be the
bearer of several meanings. Such meanings then depend on :

- the type of trust studied (institutional as opposed to interpersonal),

- the business sector concerned (consumer goods as opposed to banking services for
private individuals),

- the context of experiencing services (involving an incident or independently of any
incident, as well as a situation of vulnerability on the part of the customer (in the case

of an incident caused voluntarily or involuntarily by the customer), the involvement

and behavior of the actors (customers and advisers) in the management of their



relationship in the event of an incident or independently of any incident, the stage® of
development of the relationship (Period 1 linked to entry into relationship with the
bank, Period 2 linked to the development of the relationship with the bank)

- and to temporal aspect of the implementation of the services (before, during and after
effective implementation).
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