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Objective: the present study aims to design a model for service customization
in the banking industry.

Methodology: This research is applied in nature and employs qualitative
methods based on grounded theory for data collection. Data were gathered
through the study of documented sources and semi-structured interviews with 19
managers and banking professionals using snowball sampling and analyzed via
MAXQDAL18 software. In the open coding phase, 108 preliminary codes were
identified from the interview analyses. In the second phase, axial coding was
performed based on the constructs of axial coding models around the central
phenomenon under investigation.

Findings: According to the study's findings, the concept of service
customization was identified as the central phenomenon. Causal conditions were
categorized into five groups: appropriate services, optimal management,
organizational structure, reliability, and trust. Five primary categories were
selected as strategies, including infrastructural strategies, educational strategies,
intra-organizational strategies, commercial strategies, and effective performance
management. Intervening factors were identified in two categories: enhancers
and inhibitors. Cultural factors, organizational capabilities, customer service
evaluation, leadership style, customer-centric insights, and customer-value
creation based on modern technology were determined as contextual and
foundational factors for service customization. Finally, the outcomes of service
customization were classified into three levels: micro, meso, and macro.
Conclusion: The study concludes that service customization, through effective
strategies and leveraging cultural and technological factors, enhances customer
loyalty and satisfaction in the banking industry.
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EXTENDED ABSTRACT
Introduction

Customer retention has become a cornerstone for organizations aiming to maintain competitive
advantages in the ever-evolving market landscape. Research underscores that acquiring a new customer
is five times costlier than retaining an existing one (Wu et al., 2022). This fact holds particular relevance
for financial institutions such as banks, where customer churn can reach alarming rates of 27-40% annually
(Dora et al., 2019; Silvestro & Lustrato, 2015). While this trend reflects global challenges, its impact is
magnified in competitive and resource-constrained environments, including Iran's banking sector.

Service customization, defined as tailoring services to meet individual customer needs, is
increasingly seen as a critical strategy for addressing this issue (Leischnig et al., 2018). Customization goes
beyond generic service offerings, ensuring that customers perceive unique value and personalized
experiences. This approach fosters loyalty and satisfaction, enabling organizations to maintain a stable
customer base and reduce the risk of churn (Anshari et al., 2019).

Global studies illustrate that customization has not only improved customer retention but also
contributed to organizations' financial sustainability and operational efficiency (Pech & Vrchota, 2022).
Despite these advantages, its adoption in Iran's service-oriented industries, particularly banking, remains
nascent. Challenges include a lack of technological infrastructure, limited managerial expertise, and
insufficient understanding of customer needs at the local level. This study, therefore, aims to fill the gap
by designing a grounded theory-based model for customer service customization, with Bank Mellat
serving as a case study.

Methodology

The research adopts a qualitative methodology, rooted in grounded theory, to explore and develop
a comprehensive model for customer service customization. This method aligns with the study’s objective
to uncover in-depth insights into the factors influencing customization in the banking sector.

Semi-structured interviews were conducted with 19 managers and banking professionals from
Bank Mellat, chosen through snowball sampling. The participants were selected based on their expertise
and direct involvement in customer relationship management and service delivery. Each interview lasted
30-40 minutes, addressing various aspects of service customization, including organizational practices,
customer expectations, and technological capabilities.

Using MAXQDA18 software, the data underwent a three-stage coding process:

1. Open Coding: Initial analysis identified 108 codes from interview transcripts, capturing key
elements such as organizational flexibility, customer feedback mechanisms, and technological
requirements.

2. Axial Coding: The codes were categorized into broader constructs based on relationships and
patterns, aligning with axial coding models that revolve around central phenomena.

3. Selective Coding: Final themes and interconnections were established, resulting in a model
encompassing causal conditions, strategies, intervening factors, contextual elements, and
outcomes.
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The research ensured reliability by conducting coder consistency checks. Selected interviews were

re-coded after a short interval to evaluate consistency, yielding an 83% agreement rate. Validity was
established through triangulation, comparing findings with existing literature and expert feedback.

Findings

The analysis identified service customization as the central phenomenon, surrounded by multiple

dimensions and influencing factors:

1. Causal Conditions: Five primary causal conditions emerged as prerequisites for effective

customization:

Appropriate Services: Tailoring offerings to meet diverse customer needs.

Optimal Management: Ensuring efficiency and adaptability in resource allocation.
Organizational Structure: A flexible structure that facilitates quick decision-making.
Reliability: Building trust through consistent and high-quality service delivery.

Trust: Cultivating long-term relationships with customers.

2. Strategies: Customization strategies were categorized into five main types:

Infrastructural Strategies: Developing robust technological and operational frameworks to
support customization.

Educational Strategies: Training employees to understand customer preferences and deliver
personalized services.

Intra-organizational Strategies: Enhancing collaboration across departments to align goals and
processes.

Commercial Strategies: Using marketing insights and customer data to tailor products and
promotions.

Effective Performance Management: Implementing feedback mechanisms to continuously
improve customization efforts.

3. Intervening Factors: Intervening factors were divided into two categories:

Enhancers: Factors such as advanced digital tools, customer analytics, and supportive leadership.
Inhibitors: Challenges like outdated technology, resource constraints, and lack of employee
engagement.

4. Contextual Factors: The contextual environment significantly influenced customization. Key

elements included:

Cultural Factors: A customer-centric culture emphasizing respect and responsiveness.
Organizational Capabilities: The ability to adapt to changing customer demands and market
conditions.

Leadership Style: Strategic and inclusive leadership to drive customization initiatives.
Customer Insights: Leveraging feedback and analytics to prioritize customer needs.
Technological Integration: Using modern tools to enhance customer experiences and streamline
operations.

5. Outcomes: The outcomes of customization were classified at three levels:

Micro-Level: Enhanced customer satisfaction, loyalty, and trust.
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e Meso-Level: Improved operational flexibility, streamlined processes, and effective decision-
making.

o Macro-Level: Strengthened competitive positioning, improved public image, and greater societal
impact through inclusive practices.

Discussion and Conclusion

The study reveals that service customization is a multifaceted process requiring a blend of
strategies, contextual awareness, and technological innovation. The findings emphasize that customization
is not merely a tool for differentiation but a strategic imperative for banks aiming to retain customers and
achieve sustainable growth.

The identified causal conditions underline the importance of building a robust foundation for
customization. Trust, reliability, and appropriate services are essential for fostering meaningful customer
relationships. Moreover, a flexible organizational structure and optimal management practices enable
banks to respond effectively to dynamic customer needs.

Strategies such as infrastructural development, employee training, and customer-centric marketing
were found to be critical for achieving customization goals. For instance, training programs can equip
employees with the skills needed to analyze customer feedback and tailor services accordingly. Similarly,
leveraging advanced analytics can provide actionable insights into customer preferences, enabling banks
to align their offerings with market demands.

Intervening factors play a pivotal role in shaping the success of customization initiatives. While
technological advancements and supportive leadership act as enhancers, challenges such as resource
limitations and outdated practices can impede progress. Addressing these inhibitors requires proactive
planning and investment in innovation.

Contextual factors, including organizational culture and leadership style, were identified as
foundational for embedding customization into the organizational fabric. A customer-centric culture,
supported by visionary leadership, ensures that customization efforts are aligned with broader
organizational goals. Additionally, the integration of modern technologies, such as Al and customer
relationship management (CRM) systems, can streamline processes and enhance service delivery.

The outcomes of customization extend beyond immediate benefits such as customer satisfaction
and loyalty. At the macro level, customization enhances a bank’s competitive edge and societal
contributions. For example, tailored financial products can address the specific needs of underserved
populations, promoting financial inclusion and social equity.

In conclusion, the study provides a comprehensive model for service customization in the banking
industry, highlighting its potential to transform customer experiences and drive organizational success.
By adopting the proposed strategies and addressing contextual and intervening factors, banks can achieve
higher levels of customization, fostering customer loyalty and operational excellence. Future research
could explore the quantitative impacts of these strategies, examining their effects on profitability, market
share, and customer lifetime value.
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