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Purpose:  The purpose of this thesis is to identify, describe and analyze the opinions 

and assertions of business journalists and financial market experts in terms 

of what challenges have caused the greatest impact on bank operations 

during the last five years, by using stakeholder groups and environmental 

factors as determinants.  

Methodology:  In order to produce a chapter consisting of conceptual foundations, a 

qualitative research method has been used where the majority of sources 

providing secondary data have been reviewed. The concepts selected were 

then compared and analyzed in comparison to data retrieved from four 

interviews with experts on the subject of bank management as well as 86 

newspaper articles retrieved from a scanning of Swedish newspapers. From 

this comparison, a matrix consisting of an arrangement of the challenges 

faced by the Swedish banking sector today was created, where the most 

crucial challenges functioned as a basis for the analysis of the thesis, from 

where the recommendations and conclusions were derived, intended to 

fulfill the specified purpose. 

Conclusion:  The Swedish banking sector has been facing considerable challenges as of 

the last five years. Due to this, banks ought to find a way to balance 

shareholder dividends in order to ensure further operations through 

continuous investments. Similarly, there is a need for managing the balance 

between competition and cooperation so as to promote a healthy 

environment. Banks may face challenges by allowing some stakeholders too 

high amounts of dividends, causing customers to lose trust as a result of 

inappropriate treatment. The alterations in bank services has resulted in a 

need for providing appropriate employee training. Similarly, banks are faced 

with the necessity of balancing the needs of multiple generations. The 

increased spread of customer complaints indicates a need for managing the 

banks’ reputation and thus also the introduction of ethical behavior.  
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1. Introduction 
 

This chapter includes an introduction, the purpose, and the outline of the thesis. 

 

In a constantly changing environment, businesses need to achieve a state of continuous 

development in order to maintain their position in the market. In the Swedish financial 

market, banks stand for 40 per cent of the balance sheet total, making them an important actor 

in the industry (Swedish Bankers’ Association, 2013e, p. 3). As of a result of their strong 

position, banks are greatly affected by changes in the environment, causing the need to 

manage potential challenges.  

When considering economies, countries are interlinked and dependent on each other’s 

performance as a result of transactions of various natures. With this, financial crises hold the 

power to affect not only the domestic market but also markets in other parts of the world, 

thereby affecting a country’s financial stability and thus also its banks. (Hultkrantz & Tson 

Söderström, 2011, p. 223.) As of the last decade, the financial services industry has undergone 

tremendous development as a result of the introduction of information technology. Due to the 

dynamics in this market, banks are constantly trying to develop their services so that they 

correspond with the expectations of customers. In order to remain future oriented, banks are 

realizing the importance of dealing with the new, upcoming customer segment; the young 

population (Bodinger, 2013). With these new demands, IT has not only come to be an 

integrated part of a bank’s operations, but it has also come to replace the bank office as the 

most commonly used channel for service and communication, forcing the banks’ tasks to 

match the new environment (Jouhkimow & Marklund, 2012, p. 42; Swedish Bankers’ 

Association, 2013e, p. 3).  

As of 2004, the Swedish banks encountered a significant increase in competition, as a result 

of deregulation (Econ, 2007, p. 5). Since then, the turbulent situation on the global financial 

market has caused the need to reinstate and formulate new regulations, altering the 

competitive situation yet again (Ekholm, 2013, p. 2; Ballebye Okholm et al., 2009, p. 42). 

Although Swedbank, Svenska Handelsbanken, Skandinaviska Enskilda Banken and Nordea 

maintain the largest customer share in Sweden, other challengers have quite recently entered 

the financial market with the goal of outcompeting the four largest banks when it comes to 

customer share, these challengers being foremost international and niche banks (Torstendahl, 

n.d; Swedish Bankers’ Association, 2013a; Harrison, 2000, p. 29).  

Furthermore, banks are today faced with the difficult task of complying with the needs and 

demands of various stakeholder groups that possess the power to influence their operations, 

directly increasing the need for alterations when considering the management of banks (Riley, 

2012). This major restructuring of the industry, in combination with the fact that the world’s 

financial markets have faced great disturbances and uncertainty during the last five years, has 

forced the banks to realize the need for a restructuring of strategies.  
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With regards to this time perspective, people who are involved in the industry, business 

journalists and financial market experts specifically, have formed various understandings and 

opinions of the state of the banking sector. As these people constitute a significant segment 

for appreciating the state of attitudes in society, their knowledge and assertions become 

interesting foundation for researching the field of bank challenges.  

 

1.1 Purpose  

The purpose of this thesis is to identify, describe and analyze the opinions and assertions of 

business journalists and financial market experts in terms of what challenges have caused the 

greatest impact on bank operations during the last five years, by using stakeholder groups and 

environmental factors as determinants.  

 

1.2 Thesis Outline 

Hereafter, the thesis is structured as follows:  

Chapter 2, Methodology: Specifies the methodology that has been used in order to fulfill the 

purpose of the thesis.  

Chapter 3, Environmental Factors and Stakeholders Affecting Bank Operations: Includes the 

conceptual framework on which the analysis will be based. 

Chapter 4, Empirical Findings and Results: Includes the findings and results obtained from 

the screening of data, interviews and newspaper articles. 

Chapter 5, Analysis: Contains the analysis of the findings and results in relation to the 

conceptual chapter of the thesis as well as strategies for addressing identified bank challenges.  

Chapter 6, Conclusion and Recommendations: Contains the conclusions from the thesis as 

well as a summary of proposed recommendations.  
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2. Methodology 

This chapter includes an account of the methodology used in order to answer the purpose of the thesis. 

 

2.1 Choice of Topic and Scope of Study 

The choice of subject area for this thesis was partially based on the fact that the authors 

possess prior knowledge regarding the banking sector, as a bachelor thesis concerning this 

market was written in 2012. For the bachelor thesis, the Swedish banking sector was 

addressed from the perspective of customers’ online complaints and what actions banks must 

take to counter this criticism. As a result of the extensive research conducted in order to fulfill 

the purpose of that thesis, the authors considered their acquired knowledge to be a significant 

advantage, which ought to be used for this thesis as well, as it would allow for a deeper 

research into the area of bank operations. Even though the authors’ previous thesis also 

concerned the banking sector, it dealt with an area of a different nature, thus eliminating the 

risk of entering into the new thesis with an already prejudiced perspective. Additionally, the 

current area of research was of great interest as the subject is up-to-date and ongoing when 

considering the aspects of the changing environmental factors and the impact of these on the 

activities of banks.  

In today’s society, the area of business administration and economics is studied by a 

substantial number of people at university level (Schweitzer, n.d.). Owing to peoples’ great 

interest in the area, the focus on the economies of the world and thereby also the banking 

sector becomes a rather extensive subject of exploration. When it comes to the area of bank 

challenges specifically, Swedish students have contributed to the area of economics with a 

number of theses. However, of these, none address the subject of bank operations from the 

perspective of environmental changes with regards to the composition of external factors as 

well as the impact of stakeholder groups, thus impacting the choice of subject for this specific 

thesis. In order to complement the already existing findings in the area of economics and the 

banking sector, the following study will be conducted so as to concern and treat these issues.  

With regards to the specific scope of the study, the decision was made to focus on the 

opinions of business journalists and financial market experts specifically, thus narrowing the 

span of the search extensively. By excluding a direct study of the behaviors of managers, the 

intention was to compile a study which is related to the behavior of managers, but that also 

reflects the state of attitudes in society. The decision to include the opinions and assertions of 

journalists and experts specifically was based on the presumption that they possess sufficient 

knowledge and information concerning the specific market without being influenced or 

prejudiced by the operations of a specific bank, whereas the general public would have no 

such credibility.  
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Similarly, a time period of five years was chosen to further limit the area of study. This 

decision was based on the desire to retrieve information that was the most up-to-date and 

current whilst at the same time gaining a certain time perspective, as too narrow a time span 

would have resulted in only very temporary conditions and issues. As the interest was to 

determine the consecutive changes in bank operations and the banks’ strategies for dealing 

with the impact of these environmental factors and stakeholder relationships, this time span 

was considered appropriate.  

 

2.2 Methodology for the Conceptual Chapter 

In the literature search for this dissertation, the databases provided by Mälardalen University 

were exploited. The databases and search engines that were included in the information search 

are: ABI/INFORM Global, Emerald, Google, Google Scholar, and Uppsatser.se. From these 

sites, the intention was primarily to retrieve articles from academic journals, as a result of the 

fact that most of these researches have been peer-reviewed, resulting in a high level of quality 

(Emerald, 2012). Due to the fact that the majority of the aspects relating to the subject area, 

mainly the environmental factors, are current and ongoing, there was also a need for including 

electronic sources which allow up-to-date information, such as news feeds, and online 

newspaper articles and postings. During the initial phase of scanning these resources, the 

keywords that were used in different combinations were: bank, banking sector, 

stakeholders, financial market, environment, environmental factors, bank activities and 

change.  

During the process of data collection, there are two different types of method used to separate 

between when, how and why information is collected, commonly referred to as primary and 

secondary data (Christensen et al., 2010, p. 69). Whilst primary data refers to own creations, 

secondary data concerns the rendering of established research, such as course literature and 

articles (Gothenburg University Library, 2012; Lewis, Saunders & Thornhill, 2009, p. 598, 

600). Secondary data comes in many forms and has provided a substantial amount of 

underlying information in this thesis. As a result of previously conducted research and studies, 

a great amount of information can be retrieved from Internet functions and other information 

repositories that can provide advantages in the form of valuable ideas. If similar fields have 

been studied, the product of that research can be used to support the claims and statements in 

new theses, thus providing guidance as to what information actually has to be confirmed by 

the provision of primary data (Malhotra, 2004, p. 103).   

Due to the wide span of the subject area, a multitude of types of sources have been 

incorporated to create the conceptual chapter of the thesis. Figure 1: Table of Sources 

illustrates all the different types of sources used to collect secondary data for the framework 

of this thesis as well as for which headings these sources have been used. In order to create an 

appropriate foundation for a thesis, a mixture of sources and materials are needed, consisting 

of a combination unique for every study (Fisher, 2010, p. 94). For this thesis, a qualitative 

research method has been used where the majority of sources providing secondary data have 

been reviewed, as can be determined by the vertical column in Figure 1.  
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Figure 1: Table of Sources  

During the information gathering, the sources were scanned for information concerning the 

banking sector and the aspects relating to how it functions, directly causing the need to 

include aspects such as stakeholders and environmental factors. After the initial information 

search, the retrieved information was carefully reviewed by a critical examination and 

followed up by expurgation of less relevant material, both steps executed in order to reassure 

that the information gathered maintained a high relevance to the banking sector and the 

specific purpose. This was done by ensuring that the material used contained only information 

that could be considered applicable to the banking sector in Sweden or banking sectors 

throughout the world. In addition, sources that are directly connected to and concern the 

financial market without being influenced and impinged by specific banks, such as the 

Riksbank, the Swedish Bankers’ Association and the Swedish Financial Supervisory 

Authority, have been used to a great extent in order to ensure the information’s 

appropriateness to the purpose.  

By including a wide range of sources used to compile each chapter, a relatively extensive 

spread of information retention has been incorporated in order to support statements. As the 

majority of the data included is of a secondary nature, it has to be taken into account that this 

data been compiled for another purpose than the specific subject at hand and that it may be 

portrayed subjectively, to a degree where the perspective might even be biased (Malhotra, 

2004, p. 103). In addition, secondary sources may contain information based on the research 

of other secondary sources, potentially causing the original contents to have been altered 

along the way. Due to these potential concerns, there is an increased need for practicing 

criticism of sources. In order to decrease the risk of these issues affecting the quality and 

trustworthiness of this particular thesis, attempts have been made to retrieve the information 

from its original source to as great an extent as possible. When making use of sources such as 
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theses and dissertations, much effort has been put into tracking the original sources used so as 

to ensure increased dependability of information, as it is less likely that this information has 

not been adjusted to conform to a specific thesis purpose. Additionally, the data retrieved 

from the various sources have been compared and reviewed in order to ensure cohesive 

definitions and facts, but also to obtain multiple perspectives on the same topic, in an attempt 

to avoid preconception. 

 

2.2.1 The Illustrated Figure for the Conceptual Framework  

Whilst gathering information and assembling the concepts used to support findings on the 

subject of challenges affecting bank operations, Figure 3: Relationship between 

Environmental Factors, Stakeholder Groups and Bank Operations, which illustrates the 

addressed aspects throughout the entire thesis was created. The intention behind placing this 

figure in the third chapter was to simplify the reading process of the thesis. As the figure 

allows for a logical structuring, it facilitates the process of comprehending the conceptual 

framework in relation to the specific purpose as well as enabling a more complete 

understanding of the thesis contents. The figure encompasses the three main elements that this 

thesis concerns, namely a bank’s stakeholders, environmental factors and bank operations. 

The stakeholder groups included are those that affect banks’ operations, both internally and 

externally. As for the addressed environmental factors, these have had a major impact on both 

the market in which banks operate as well the specific processes involved in bank operations. 

The figure has been created based on the elements that affect the financial market, banks 

specifically.  

 

2.3 Methodology for the Findings and Results Chapter 

For the findings and results chapter, various methods of data collections have been used. In 

order to derive at applicable and appropriate findings that are relevant to the specified 

purpose, a combination of primary and secondary data has been applied. Firstly, several 

online newspapers were scanned for articles concerning the banking sector, with the intent of 

retrieving the opinions of journalists. Secondly, to complement these findings, a number of 

interviews were conducted with people who are universally acknowledged as experts within 

the field, so as to obtain data from a complementary perspective. In order to determine the 

extent to which the viewpoints corresponded with other secondary data, additional 

information was retrieved from websites, other newspapers and books. Therefore, when 

discussing the environmental factors, the findings from newspapers were firstly introduced 

separately, followed by complementing these with additional sources from interviews and 

websites under a second heading concerning the same environmental factor as well as its 

relation to the stakeholder groups. By including this combination, attempts were made to 

address the specific topic from various directions in order to derive at results that encompass 

as broad a perspective as possible.  
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2.3.1 Newspapers 

In order to collect relevant data concerning the opinions regarding challenges caused by 

change within the banking sector in Sweden, a number of newspapers were scanned. 

According to Lewis, Saunders and Thornhill (2009, p. 73), newspapers are considered good 

sources for secondary data as they provide recent reports. However, caution must be taken 

when making use of newspapers as a source of data, as these may bring about a risk of 

personally biased information. In order to reduce the risk of this, the choice of newspapers for 

this chapter was based on the general reliability and neutrality of the printed information, so 

as to attempt to retrieve articles that portray an overall view of the situation on the financial 

market. In Sweden, there are a number of business journals that are commonly considered 

reliable (Hadjikhani, 2013, p. 38). Of these, Svenska Dagbladet, Dagens Industri, Dagens 

Nyheter and Affärsvärlden were scanned in combination with a number of well-known and 

reliable international newspapers, namely The Economist, Wall Street Journal and Business 

Week.  

To find what subjects are most commonly discussed by the newspaper journalists with regards 

to the topic of the thesis, the initial searches consisted of combinations of the terms banks and 

Swedish banks. After scanning through and recognizing what subjects were most commonly 

brought up, the search was widened to include various combinations of the terms banks OR 

bank OR Swedish banks AND Eurozone OR financial crisis OR competition OR 

challengers OR new actors OR niche OR IT OR Internet OR telephone OR new 

customers OR younger customers OR generation Y OR generation X OR generation 

shift. For these searches, the time period used was 30/4/2008 – 30/4/2013, in order to comply 

with the purpose of this thesis.  

To allow for a broader perspective on the opinions of the impact of environmental factors on 

bank operations, a second exploration of newspapers was conducted, where the focus was to 

find articles that address a bank’s stakeholders and how they are affected by these 

environmental factors. For this search, the same time period and newspapers were used. 

However, the keywords were altered to appropriately coincide with the intent of the second 

scanning of newspapers. The keywords for this search included various combinations of the 

terms banks OR bank OR Swedish banks AND employees OR employee skills OR 

personnel cutbacks OR managers OR management OR shareholders OR investors OR 

regulation OR deregulation OR Riksbank OR government OR supervisory authorities. 

Through both processes of scanning these newspapers, a total of 86 articles were retrieved, 

reviewed and later incorporated into the headings of the findings chapter. In addition to these 

articles, interviews and other data has been used as complements in order to create inclusive 

results that would allow for deeper analysis.   
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2.3.2 Interviews 

To gain a deeper understanding of the common viewpoints of challenges caused by changes 

in the banking sector, four semi-structured interviews were conducted as a complement to the 

retrieved newspaper articles. The questions for the interviews were created with a basis in the 

purpose of the thesis as well as the conceptual chapter. As for the design of the interviews, all 

interviewees received the same questions, included in Appendix 2. Out of these questions, the 

interviews were initiated with five relatively open questions, where the respondents were 

given the opportunity to elaborate freely on what factors have caused changes with regards to 

how the management of banks in Sweden during the last five years as well as what 

consequences these changes have had on the operations of Swedish banks. The choice to 

initiate with relatively open questions was based on the will to determine whether or not the 

interviewees’ opinions coincided with the information retrieved from secondary data, so that 

any deviations could be included for the findings and analysis.  

Following these five questions, the interviewees were given a brief questionnaire, included in 

Appendix 3, where they were asked to grade the impact of ten environmental factors on the 

area of the management of Swedish banks on a scale of 1-5, based on their own perceptions 

and knowledge. The factors in the questionnaire were selected mainly in relation to what 

headings were deemed recurring in the newspapers when considering the Swedish banking 

sector as well as being based on the additional factors stated by Channon (1986, p. 34), thus 

qualifying them as potentially relevant to the topic of changes in the management of banks. 

However, at the time of the interviews, it became apparent that the findings from the 

questionnaires would have to be used with caution as some of the interviewees seemed to be 

inconsistent in their responses, where they would award some of the factors with numbers that 

corresponds with low levels of impact yet discuss them as highly relevant during the 

responses to questions. Therefore, where contradicting responses have been obtained, the 

elements of this questionnaire have not been used.  

After the questionnaire, the interviewees were asked four finalizing questions that were 

directly connected to the conditions of the environmental factors included in the conceptual 

chapter, as these were considered to have the highest relevance to the topic prior to the 

interviews. The main reason for including both somewhat open questions and more specific 

questions was due to the desire to acquire the interviewees’ overall perceptions, but also to 

obtain opinions on the environmental factors included for this specific thesis. 

 

Interviewee Method Location Date Duration 

Mats Larsson Telephone Västerås 2/5/2013 ~30 min. 

Olof Sandstedt Personal (face-to-face) Stockholm 3/5/2013 ~25 min. 

Kent Eriksson Telephone Västerås 15/5/2013 ~25 min. 

Johan Hansing Telephone Västerås 15/5/2013 ~25 min. 

 

Figure 2: List of Interview Subjects 
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The interviewees were all selected based on their substantial knowledge of the banking sector 

and due to the fact that they have all worked with or in relation to this sector. The first contact 

with the interviewees occurred via email. Following a response of participation acceptance, a 

suitable method for conducting the interview was based mainly on the request of the 

interviewee, but also on the aspects of time consumption and geographical distance. In order 

to ensure that all information could be gathered and stored, an audio recorder was used during 

three of the interviews. When conducting the second interview however, the documenting of 

responses occurred through script.  

For the first interview, Professor Mats Larsson was selected and the interview was conducted 

by telephone May 2nd, 2013, 9:30 am and lasted approximately 30 minutes.  Mats Larsson is a 

professor in economic history at Uppsala University, Sweden, and has studied the area of 

Sweden’s economic situation for 24 years. As the thesis addresses bank operations from a 

five-year perspective, a professor in economic history becomes of interest as he possesses the 

ability to view the issues and challenges from various time perspectives. Also, a person of this 

title holds a great amount of knowledge on the field of the financial market, and can thus be 

considered an expert in the field.  

The second interviewee Olof Sandstedt, Head of Banking Analysis Division, has worked for 

the Riksbank since 2007. This interview was conducted face-to-face at the headquarters of the 

Riskbank in Stockholm. The interview took place on May 3rd, 2013, 3:00 pm and lasted 

approximately 25 minutes. An interview with the Riksbank was of interest as a result of their 

close collaboration with the Swedish banks and their involvement in the structuring of the 

financial market. Based on these aspects, this interviewee was deemed to possess appropriate 

experience and knowledge of the market in order to provide qualified responses to the 

interview questions.  

For this thesis, a third interview, with Kent Eriksson, was conducted by telephone May 15th, 

2013, 1:00 pm and lasted approximately 25 minutes. Kent Eriksson has been a professor in 

Business Administration at the Centre for Banking and Finance at KTH for 10 years and has 

been researching the area of bank and finance for approximately 23 years. Similarly to the 

interviewee at Uppsala University, a professor in economics can be considered a suitable 

interviewee as of the high level of knowledge in the field of the financial market from an 

extended time perspective.  

The fourth interview was conducted with Johan Hansing, Head of Department of Economy 

and Analysis, at the Swedish Bankers’ Association, May 15th, 2013, 2:00 pm with a duration 

of approximately 25 minutes. Through a representation of banks, the Swedish Bankers’ 

Association has a close collaboration with the financial market, making this trade association 

of great interest for this thesis. Johan Hansing has been actively monitoring the development 

of the Swedish banking sector for 10 years, resulting in a high degree of knowledge within the 

area of recent alterations within the financial market, and was thus considered a suitable 

interviewee. 



10 

 

2.4 Methodology for the Analysis Chapter 

For the remaining aspects of the thesis, the findings obtained from the interviews, the 

newspaper retrieval and other secondary data relevant to these findings have been compared 

to the concepts included in the conceptual chapter of this thesis. Thus, the information has 

been analyzed with regards to the subject; the challenges caused for bank operations as a 

result of environmental changes and stakeholder impacts. This analysis has then functioned as 

the foundation used in order to derive at the recommendations and conclusion, intended to 

fulfill the specified purpose.  

2.4.1 Compilation of Stakeholder and Environmental Factor Challenges Matrix 

In order to derive the crucial challenges causing the greatest impact on the Swedish banking 

sector with regards to the environmental factors and stakeholder groups, a matrix, Figure 4: 

Compilation of Stakeholder and Environmental Factor Challenges, was created, where the 

two variables are connected with regards to the retrieved information from the findings and 

results chapter. Through this identification, the intention was to develop a list of specific 

challenges that the Swedish banking sector is considered to be facing in today’s environment, 

with regards to each specific environmental factor and stakeholder, which can then be 

categorized and separated, based on their relevance and level of impact.  

The specific challenges have been formulated by connecting the responses from interviews, 

newspaper articles and other secondary data relevant to the specific challenge. Subsequently, 

these challenges have been evaluated with regards to how often they have been mentioned in 

the Swedish newspapers and other sources that are updated regularly, such as websites, during 

the period of 30/4/2008 – 30/4/2013, in combination with the judgment of the interviewees, in 

order to specify which are the most crucial for the banks to manage in order to ensure 

continued operations. With regards to the responses and judgments of the interviewees, the 

challenges regarded as crucial were either given high numbers during the conducting of the 

questionnaire, the interview questions or in relation to both.  

On the contrary, where the challenge in the relationship between the stakeholders and the 

environmental factors has been awarded a 0 or a ?, any specific or relevant challenges have 

not been recognized by neither newspapers nor the interviewees, thus eliminating these 

relationships as crucial challenges. After the selection of the most relevant challenges, in 

order to allow for a clear and logical structuring of the analysis chapter, these were then 

divided into internal and external challenges so as to simplify the process of transforming the 

results of the analysis into adapted strategies for managing the four environmental factors.  

 

2.5 Trustworthiness 

In order to facilitate the understanding of the intention behind the study as well as the way it 

has been conducted, it is highly important that transparency is consistent throughout the 

thesis. This factor together with validity and reliability determines the trustworthiness of the 

research. In relation to scientific research, reliability refers to the process of retrieving data in 

a dependable way (Bell & Bryman, 2005, p. 594).  
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To increase the level of reliability of a thesis, the sources included ought to be as close to the 

original source as possible (May, 2001, p. 96). With this in mind, caution has been taken with 

regards to the choice of sources included. As often as possible, the authors have attempted to 

track the original source of the documents used. However, since academic databases are of a 

higher level of reliability as a result of them containing peer-reviewed research, these have 

been used as the principal source to as great an extent as possible in cases where facts from 

less academic sources have been confirmable, all in order to ensure that the information 

included is uniform. If facts can be found as recurring throughout the various sources used, 

that information is far more likely to be considered accurate, making it the preferable 

alternative to use.  

To prevent inconsistency in sources, the included concepts, definitions and statements have 

been compared in order to increase the probability of appropriate rendering. In combination 

with this, all sources have been critically examined in advance to ensure validity and 

relevance so that they coincide with the intended purpose. Also, reliability can be determined 

based on whether or not the research can be replicated with the same outcome, no matter the 

researcher or the number of times executed (Lewis, Saunders & Thornhill, 2009, p. 156; Bell 

& Bryman, 2005, p. 67). To complement these initiatives, it is important to provide clear 

methodological descriptions, ensuring that the approach of the thesis becomes transparent. To 

ensure that the thesis contains a high level of reliability, the authors have attempted to 

structure the methodology chapter so that it clearly depicts the approaches and procedures 

used, facilitating the process of replication. Similarly, in order to allow for a comprehension 

of the thesis’ research approach, the methodology chapter was introduced prior to any 

purpose-specific information. By introducing the initiatives taken for each step during the 

process of compiling the thesis, the intention is to produce material that is easily followed and 

that allows for a complete overall perspective of the contents of the thesis.   
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3. Environmental Factors and Stakeholders Affecting Bank Operations 

This chapter includes the conceptual framework on which the analysis will be based. 

 

3.1 Banks and the Swedish Financial Market 

The Swedish financial market is made up of banks and other credit institutions, insurance 

companies, investment firms and housing institutes, whose three main areas of responsibility 

are to provide effective and reliable systems for savings and funding, transfer of payments and 

risk assessment (Swedish Bankers’ Association, 2013d; Mannent, 2012, p. 6). This market is 

significant for the Swedish society in the sense that it fosters growth, occupation and 

employment. According to the Swedish Bankers’ Association (2013d), the balance sheet total 

of the financial companies amounted to 14,830 billion SEK as of 2011, where banks 

aggregated a total of 40 per cent. In relation to Sweden’s GDP of 3,490 billion SEK in 2011, 

it is evident that the success of the financial market has great impact on the country’s 

prosperity. (Swedish Bankers’ Association, 2013d.)  

A bank is a financial institution, the primary function of which is to provide its retail 

customers with lending, savings, and payment services (Swedish Bankers’ Association, 

2008). Similarly, the banking sector is of importance for corporate customers as it plays a 

large role in enabling companies to expand, receive insurance and acquire access to capital 

(Swedish Bankers’ Association, n.d.). Banks also function as a form of intermediary between 

depositors and borrowers as well as being a central actor for achieving economic growth 

without inflation (Gobat, 2012).  

There is a fundamental difference between products and services in the financial market 

compared to most other retail goods. Banking and financial offerings are most often rather 

complex and customers will require detailed explanation prior to a purchase decision. 

Furthermore, due to the nature of bank services, these are not bought lightly or on impulse. 

(Greenland & McGoldrick, 1994, p. 35; Zinedin, 1992, p. 15.) Although there is a clear 

distinction between the characteristics of products and services, when considering the 

offerings of a bank, these are almost impossible to categorize as one or the other. According 

to Zineldin (1992, p. 3), banks offer their customers complete financial services. This means 

that a bank’s offerings will henceforth be referred to as services due to the fact that all 

products will ultimately provide the consumers with a final outcome that is that of a service 

(Lusch & Vargo, 2004, p. 2). Due to this characterization, the context in which banks 

offerings are delivered becomes crucial, shifting focus towards the service encounter: the 

interactions, including a series of moments of truth, between the customer and the service 

provider (Grönroos, 2007, p. 73). The service encounter between employees and customers 

has always been an important factor, which banks have had to incorporate into their provision 

strategies. With these encounters reducing in numbers as a result of new methods of 

conducting bank operations and the introduction of technology, the remaining interaction 

mainly entails the counseling function of the bank, resulting in complex service encounters. 

(Zineldin, 1992, p. 15.)  
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Figure 3: Relationship between Environmental Factors, Stakeholder Groups and Bank Operations 

3.2 The Relationship between Environmental Factors, Stakeholder Groups and 

Bank Operations 

Due to the alterations in the settings surrounding the Swedish financial market, the banks are 

faced with changes with regards to customs of management (Robey & Sales, 1994, p. 86). 

This complicated relationship involves many variables and will constitute the main focus for 

the remainder of this chapter, as illustrated in Figure 3: Relationship between Environmental 

Factors, Stakeholder Groups and Bank Operations. 

 

3.3 Stakeholders 

When it comes to the activities of banks, there are multiple stakeholders that have an impact 

on organizational operations as well as the way these operations are managed (Riley, 2012; 

Friedman & Miles, 2002). A company’s stakeholders can be defined as “any group or 

individual who is affected by or can affect the achievement of an organization’s objectives” 

(Freeman & McVea, 2001, p. 4). For all industries, these stakeholders can be separated into 

internal and external stakeholders, based on the characteristics of the influence they have over 

the company (BBC, 2013). All of these stakeholders have different interests in the 

organization and its activities, thus expecting and demanding diverse services. Similarly, the 

stakeholders’ power to influence the behavior and decisions of the organization varies greatly, 
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resulting in the fact that they will be of varying importance to the bank in terms of the need 

for a higher level of satisfaction. (Riley, 2012.) 

 

3.3.1 Internal Stakeholders 

Those groups within the bank that have a direct monetary stake in the success of the company, 

can be classified as internal stakeholders (BBC, 2013). Based on this definition, the banks’ 

internal stakeholders consist of managers and directors, employees and shareholders (BBC, 

2013; Jones, 2007, p. 28). Managers and directors affect the bank in terms of what decisions 

they make. With regards to this, managers and directors of a bank have much power in terms 

of influencing business decisions and their activities will greatly influence the features of a 

bank and thereby also the bank’s future conditions. One of the main tasks of a manager is to 

ensure that the company is developing objectives, which will meet other stakeholders’ 

demands. (Freeman & McVea, 2001, p. 5.) The employees also largely affect the activities of 

a bank, as these stakeholders affect the operations of a bank in the sense that they are the ones 

who will determine the service quality provided to the banks’ customers. At the most basic 

descriptive level, the employees are those who carry out the decisions made by managers and 

directors in an attempt to conform to and achieve company goals (Riley, 2012).  

 

When considering the banking sector, shareholders refer to the people, organizations or 

foundations that own stock and share in the banks (Jones, 2007, p. 28). All of these actors, or 

shareholders, contribute with equity in the form of capital and have various voting rights at 

general meetings where aspects such as the appointment of managers are discussed (Norges 

Bank Investment Management, 2006; Riley, 2012; Jones, 2007, p. 28). In turn, this 

stakeholder group expects dividends and return on investment in terms of stock appreciation 

(Riley, 2012; Jones, 2007, p. 28). Whilst the managers and the directors are in charge of 

running the day-to-day business of the bank, the shareholders generally have to approve any 

major changes that have the possibility of affecting the entire bank’s operations and thus also 

this stakeholder group’s claim in it, allowing them to hold significant control (Norges Bank 

Investment Management, 2006). As for the Swedish banks specifically, the shares are not 

owned solely by actors in the domestic market, but also by international actors (Neurath, 

2012b). Due to the variety of background, all shareholders are likely to have different reasons 

behind their interest in the banks, directly affecting their expectations and demands (Norges 

Bank Investment Management, 2006; Awad, n.d.). 

 

3.3.2 External Stakeholders 

The external stakeholders of a bank are those groups outside of the company, with no direct 

stake in it (BBC, 2013). With this in mind, the banks’ external stakeholders that have to be 

taken into consideration are customers, competitors, and government and supervisory 

authorities into consideration (BBC, 2013; Jones, 2007, p. 28; Riley, 2013). For banks, one of 

the most important stakeholder groups is the customer. In order for banks to maintain 

continuous profits, there is a need for the customers to purchase their services. These 

stakeholders expect their service provider to offer products and services that hold a high level 
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of quality and that generate value for money. Furthermore, customers demand their appointed 

service provider to ensure the availability of products and services in addition to a high level 

of customer service. If satisfied with the service exchange, these customers are likely to 

repurchase the services of the bank, thus ensuring future survival of the firm through 

revenues. In addition to this, these stakeholders also have the power to spread positive 

reviews and assessments of the bank, encouraging other customers to initiate relationships 

with the bank. (Riley, 2012.)  

For banks, there is a need to realize the interdependence between competitors, thus making 

them a stakeholder group. In the Swedish banking sector, banks have initiated loans amongst 

themselves, directly intertwining the operations of the firms in numerous ways and on various 

levels (Sundqvist & Wik, 2012, p. 41; Rolland, 2011, p. 10). Not only does this mean that the 

financial losses of one actor could have great impact on the others, but this also indicates a 

need for coexistence in the market. Similarly, bank activities are greatly affected by the 

actions of competitors in the sense that customer demands may alter as a result of comparison 

between their current service provider and the services offered by other banks. (Ylikoski, 

2001, p. 124; Zineldin, 1992, p. 7.)   

With regards to the banking sector, government and supervisory authorities are considered to 

be relevant stakeholders as well, together constituting a single stakeholder group. Like for 

other markets, the government exists to ensure that banks operate according to standards and 

legislation. In exchange, this stakeholder group contributes with regulations and laws meant 

to stabilize the market and financial environment. (Riley, 2012.) The Swedish Financial 

Supervisory Authority and the Riksbank are those supervisory authorities that are responsible 

for monitoring and ensuring that these laws and regulations are accommodated. The Swedish 

Financial Supervisory Authority is responsible for the supervision of individual companies 

within the financial system. The Riksbank on the other hand, has the task to ensure stability in 

the functions of the financial systems, where the main focus is to maintain stability in the 

monetary value. (Swedish Bankers’ Association, 2013c.) For certain business areas, the power 

of these stakeholders are limited as a result of these markets being well-established and 

competitive. As for the banking sector specifically however, this stakeholder group possesses 

a greater influence as a result of the public sector having a direct stake in their operations, 

from the perspective of retail banking. (Riley, 2012.)  

 

3.4 Environmental Factors Affecting the Swedish Banking Sector 

According to Channon (1986, p. 34), there are five categories of key environmental factors 

affecting banks, namely; economic, demographic, socio-cultural, technological, and political 

and legal factors. Each environmental is then further divided into a number of subcategories 

that encompasses all issues relating to each key factor. To some extent, all of these 

subcategories affect the operations and management of the Swedish banks, but to arrive at a 

more closely adjusted set of factors, these have all been combined and comprised to the broad 

categories of financial crises, competition and regulation, technological development and 

generation shift. The Swedish banks are facing pressure of change in the financial 

environment (Swedish Bankers’ Association, 2013d). The financial instability, which has 
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befallen the world since the major financial crisis of 2007 is an issue that banks must manage 

as a result of continuous instability at multiple locations in the world’s financial market 

(Kenny, 2012). Two other factors that have had a large impact on the financial market are 

competition and technology (Engvall & Johanson, 1989, p. 15; Hayden, 2000, p. 496). Since 

deregulation in the 1990s, competition has flourished in the banking sector, forcing banks to 

restructure their operations, only to be altered again as a result of reinstated regulation 

(Harrison, 2000, p. 28). Similarly, the technological developments as well as the new 

upcoming generation of customers are demanding new methods of approach (Bodinger, 

2013). As these four environmental factors have changed and affected the conditions in which 

banks operate, and thus forced them to restructure their strategies, they become important 

environmental issues that must be dealt with when considering the management of banks.  

 

3.4.1 Financial Crisis 

Around once every five years, the Western World suffers from a reduction in gross domestic 

product during two quarters in a row, causing economic decline. According to scientists, this 

recession is a result of unemployment and growth reduction. (Lybeck, 2009, p. 9.) This 

occurrence is commonly referred to as a financial crisis. Not only does a financial crisis refer 

to an actual crisis, but it can also refer to an economic or debt crisis. During an economic 

crisis, a country experiences a sudden slump brought on by a financial crisis, in terms of a 

decrease in gross domestic product, commonly referred to a GDP, lowered levels of liquidity, 

and an increase in prices (BusinessDictionary.com, 2013). Similarly, a debt crisis refers to “a 

situation in which the large debts owed by a number of individuals, organizations or 

countries threaten to overwhelm them, so that they become unable to service their debts 

which, in turn, may threaten the stability of larger structures” (Collins, 2013). These various 

types of financial instability, henceforth referred to as financial crisis, often result in 

instability and uncertainty in societies, creating a complex business environment for banks, as 

they cause alterations in export and production, change consumption patterns and increase 

unemployment (Ekonomifakta, 2009; National Institute of Economic Research, 2010, p. 89). 

Financial crises occasionally also cause reduced trust in the banking sector (Shehata, 2012, p. 

4). 

When considering financial instability, one of the most common causes behind banks going 

into bankruptcy is the level of liquidity (Bui, 2012). Liquidity refers to the measurement of 

the short-term solvency of an organization, thereby referring to its access to means of 

payment. Before the financial crisis of 2007, the liquidity of banks was considered given as a 

result of their area of operations. In the midst of the crisis however, it became clear that banks 

cannot presume that they will have constant access to means of payment as well as the fact 

that positive ratios not necessarily equal means sufficient to follow through with obligations. 

(Krusin, 2012.) As a result of the problems caused by the lowered levels of liquidation, The 

Basel Committee on Banking Supervision produced a new system of rules that are to be 

implemented in financial markets throughout the world, referred to as Basel III (The 

Riksbank, 2010, p. 10). The purpose of these regulations is to further increase the demands for 

higher levels of liquidity and capital in the banking sector, as was introduced by the current 
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legislations of Basel II. Furthermore, these regulations aim to force the banks into a state in 

which they can support themselves in the face of a crisis and limit the need for the 

government to cover financial losses (PWC, 2012; Holmberg, 2012).  

During the period 2007-2009, the world faced the most extensive global financial crisis since 

the 1930s, resulting in a major debate concerning the management of financial markets and 

whether banks ought to be further regulated (Holmberg, 2012; Kenny, 2012). The determining 

reason behind this crisis is stated to be the malpractices of managers at the branch levels of 

banks. Banks holding important positions in the global economy began to approve loans for 

new customer groups, who were shown to be unable to follow through with their payments. 

(Callaghan & Lucey, n.d.) From this crisis, the world came to realize the importance of 

cooperation and coordination amongst financial authorities, financial regulations, crisis 

management and deposit insurance functions (Kim, 2009, p. 410).  

The European financial market, commonly referred to as the Eurozone area, suffered greatly 

from this global financial crisis. Ever since, the Eurozone has struggled to regain its currency 

value and to reinstate stability in the financial environment. Of the Eurozone countries, those 

that have suffered the greatest are Greece, Spain and Portugal, as they have failed to generate 

enough economic growth to manage to repay bondholders (Bjerstaf, 2012, p. 2; Kenny, 2012; 

Daley, n.d.). In 2011, the entire country of Greece suffered bankruptcy as a result of 

government spending and tax deficit (BBC News, 2012; Surowiecki, 2011). Greece’s debts 

had increased to an extent where they actually exceeded the size of the nation’s entire 

economy, forcing the country to take responsibility for its problems (Bjerstaf, 2012, p. 15; 

Kenny, 2012). In contrast to the case of Greece, the Spanish government had relatively low 

debts. The downfall of the Spanish banks was the fact that the recession caused difficulties for 

borrowers to repay their loans, causing debt amongst the financial institutions. As for 

Portugal, the financial crisis was first apparent when the country suffered a severe credit 

crunch (Caldas, n.d., p. 1). Much like Spain, Portugal did not suffer from as high a level of 

government debt as Greece. However, if including private-sector debt, Portugal’s total debt 

was actually greater than that of Greece (Sivy, 2012). In mid-2011, the Eurozone crisis 

resulted in Portugal becoming the third country, after Greece and Ireland, to require bailout 

(Sveriges Radio, 2011; Minder, 2011).  

Additionally, as a result of the country’s investments in the Greek financial market, Cyprus 

joined the disaster-stricken countries in the Eurozone area when their previously stable 

financial situation went into a downwards-spiraling trend as a result of Greece’s inability to 

stabilize their market. In the midst of this negative situation, Cyprus reached a state in which 

the country’s banks were temporarily closed and where the development regressed to such an 

extent that cash was the only possible means of payment, reshaping its financial environment 

completely. (Resnikoff, 2013.) This caused a state of national panic amongst the population, 

where illiquidity was almost a fact as a result of attempts to retrieve all money deposited in 

the banks before new laws were enforced (WFMY News, 2013). With regards to these 

ongoing market instabilities, the European crisis escalated to such an extent that it resulted in 

consequences extending beyond specific country borders to affect the world as a whole, the 

Swedish market included. During the climax of this financial crisis, the entire European 
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market performed at a lower standard than their global counterparts. At present times, the 

fundamental issues of high government debt remain, increasing the likelihood of future 

economic instability in the region for years to come. (Kenny, 2012.) 

Despite the fact that the financial crisis affected countries worldwide, Sweden was not as 

badly affected by this as many other countries in Europe. Even though the Swedish banks 

suffered from the financial crisis that hit the Swedish market by 2008 in terms of illiquidity, 

they managed the period relatively well as none of the banks entered into a state of 

bankruptcy or socialization (Swedish Bankers’ Association, 2013b). Whilst Nordea and 

Handelsbanken came out of the crisis with the least amount of losses, Swedbank and SEB 

were not as fortunate. Although these banks suffered substantial losses, in comparison to 

banks in other parts of the world, they dealt with the crisis relatively well (Bromander & 

Larin, 2010, p. 3). During the period 2003-2011, the Swedish banks increased their amounts 

of assets from approximately 5,900 billion SEK to 13,000 billion SEK (The Swedish 

Bankers’ Association, 2004, p. 4; The Swedish Bankers’ Association, 2012, p. 7).  

 

3.4.2 Competition and Regulation 

During 1978, Sweden and the country’s financial market began undertaking the process of 

deregulation, referring to the abolishment of the regulations that governed the banking system 

(Econ, 2007, p. 8; Fancher, n.d.). Prior to deregulation, banks were strictly controlled (Econ, 

2007, p. 7). Before the deregulation in 2004, banks practically owned their markets. Today 

however, this initiative of removing the requirement of being a bank in order to allow 

activities within the deposit market has resulted in complex and high competition for Swedish 

banks. (Econ, 2007, p. 5, 9.) The increase in competition has resulted in a restructuring of the 

banking sector. With this, banks today are forced to compete with competitors in order to gain 

and maintain customers, thus increasing the recognition of heterogeneity in the financial 

market. This means that, much like companies in every other industry, banks must fight for 

market share by possessing some kind of competitive advantage, resulting in an increased 

importance of managerial leadership skills. (Greenland & McGoldrick, 1994, p. 38; SvD 

Näringsliv, 2013c.)  

However, deregulation has not completely eliminated all rules and regulations within the 

financial market. With the abolishment of regulated company establishment came an 

increased need for other types of regulations, namely those that focus on good and fair 

competition, improved information access and consumer protection. (Econ, 2007, p. 9.) 

Furthermore, the financial crisis of 2007-2009 resulted in the need to implement additional 

regulations in terms of demands for capital due to the proving of the financial market’s 

sensitivity towards environmental change. With these reintroduced regulations, the 

government’s demands for improved performance on behalf of Swedish banks increased, 

once again altering the competitive situation (Ekholm, 2013, p. 2; Ballebye Okholm et al., 

2009, p. 42). Although the market is still operating with high security requirements and is 

constantly supervised by the Swedish Financial Supervisory Authority, it can today be 

considered a relatively deregulated market when it comes to the rights concerning 

establishment (Econ, 2007, p. 58).  
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If considering the financial market in Sweden from a ten year perspective, the other joint-

stock banks as well as foreign bank branches have acceded market share. Out of the 

international banks, the most critical presence is that of Danske Bank, which holds a 

significant position when it comes to investment banking. (Swedish Bankers’ Association, 

2013e, p. 7.) In addition, companies with well-established and well-known brands have 

started to compete with the ordinary banks for customer shares in terms of introducing own 

financial services functions within their own corporate groups, referred to as niche banks, 

using their previous achievements to promote loyalty (Harrison, 2000, p. 29). Examples of 

two such companies are IKEA and their Ikano Bank and ICA and their ICA Banken (Ikano 

Bank, 2013; ICA Banken, n.d).  

 

3.4.3 Technological Development 

In addition to the alterations when considering the competitive situation, banks are 

encountering a highly developing technological environment. When it comes to technological 

development, Sweden managed to adapt and embrace the technological changes brought 

about by information technology development more rapidly than other markets. Based on this 

implementation, the Swedish banks are considered effective in an international perspective 

and they hold a leading edge when it comes to productivity. In addition to this, the banking 

sector has managed to agree on standards and regulation relatively well. As customer 

demands are changing as a result of the increased use of technological means, the costs of 

maintaining the high level of IT-development are forcing banks to increase in size or initiate 

cooperation with other banks. (Torstendahl, n.d.) 

In order to initiate savings and to enable payments, banks offer their customers services such 

as bank accounts, credit cards, the Internet bank, and telephone banking (Swedish Bankers’ 

Association, 2008). As the Internet is growing rapidly, online services are increasing in 

numbers. Not only has the Internet caused fundamental changes to governments, societies, 

and economies, but it has also created an environment in which characteristics count and 

occurrences cannot be hidden as a result of global awareness. (Hayden, 2000, p. 496.) The 

development of IT has also changed today’s customers in the sense that the Internet allows 

them to be well-informed. Furthermore, the Internet has introduced customers to many new 

channels used in order to interact with the bank (Clancy, 2012). This forces bank managers 

and directors to acquire an understanding of all platforms available through the Internet as 

well as other technological means incorporated in the bank’s operations (Choules, 2012). 

 

Additionally, technology has changed the ways in which banks provide their services to their 

customers (Torstendahl, n.d; Zineldin, 1992, p. 7). Today, a substantial amount of a bank’s 

operations revolve around the Internet bank and the functionality it can provide for the 

customer. Not only has technology come to be an integral part of a bank’s operations, but it 

has also come to replace the bank office as the most commonly used channel for service and 

communication. Because of this change, the tasks of the employees have altered to match the 

new bank environment, thus resulting in a higher need for education and understanding of IT-

functions. (Jouhkimow & Marklund, 2012, p. 42.) The increased use of the Internet as a tool 
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for banking has also resulted in a general reduction of banks’ employees (Torstendahl, n.d). 

Usage of means such as the telephone bank or the Internet can allow banks to achieve many 

things that were quite difficult prior to the evolution of the Internet. Through these functions, 

banks can enable their services to be available to customers at all hours and independent of 

place. Based on these aspects alone, it can be stated that failing to implement technological 

functions such as these would leave banks at a major disadvantage when compared to 

competitors. (Reserve Bank of India, 2001; Hosein, 2009, p. 51.) One thing that has to be kept 

in mind while transferring business functions to technological platforms is to maintain the 

protection of customer identity, as it is has been confirmed that customers value their 

anonymity (Galijatovic, Höijer & Seldus, 2009, p. 7; Direct Marketing Association, 2011). 

When involved in activities in cyberspace, allowing customer anonymity and security 

becomes an issue that must be dealt with. With regards to banking efforts, electronic IDs are 

commonly used and included in the structure of bank’s service. (Marlin, 1999, p. 23.)  

 

3.4.4 Generation Shift 

In Sweden, much like the majority of the Western World, there are five generation markets 

that have been shaped by various cultural, worldly and economic conditions: Veterans, Baby 

Boomers, Generation X, Generation Y and Generation Z (Micco, 2009; Ahlrichs, 2007). All 

of these five segments have a different impact on the society and differ greatly with regards to 

attitude, knowledge and behavior but also in buying power (Micco, 2009). As is evident by 

studying new information, the market is in the midst of a generation shift, where the Baby 

Boomers, people born between the years 1946-1964, are declining in power and where 

Generation Y is on its way up, battling with Generation X for significance (Coulter, DeCenzo 

& Robbins, 2011, p. 69). Even older generations end up being overshadowed as a result of 

younger generations occupying more space on the financial market (Desmarès & Raman, 

2010, p. 9). As a result of this generation shift, banks must realize the need to provide services 

that satisfy the demands of multiple generations, old as well as Generation X and the new 

upcoming and Generation Y (Jones, 2007, p. 32). 

 

Generation X is made up of people born within the period of 1965-1977 (Coulter, DeCenzo & 

Robbins, 2011, p. 69). Customers that are a part of Generation X rely heavily on word-of-

mouth, references and personal recommendations to a greater extent than any of the previous 

generations. As a result of the generation growing up during the IT-implementation age, they 

welcome new technology as a means to maintain control but also expect to have an increased 

level of influence on the services as well as the options provided by their supplier. As a result 

of them growing up in the midst of the paradigm shift, Generation X can be contacted through 

and interacted with by the use of multiple sources. A large portion of Generation X still 

recourse to newspapers, television and radio even though the majority of the generation is also 

active on the Internet and social media network sites. (Micco, 2009)  Although the population 

of Generation X are already well-established bank customers, they will continue to be a very 

important segment as a result of their age and significance for the financial market. 
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Similarly, Generation Y refers to the people born between the period of 1978-1994, thus 

representing the customer segment that is now coming of age for the usage of the banks’ 

services (Coulter, DeCenzo & Robbins, 2011, p. 69). In comparison to previous generations, 

they are stated to be a mix of the Baby Boomers’ consumption frenzy and Generation X’s 

awareness of and concern for the environment. In addition, they amount to a consumption rate 

of 500 per cent if compared to the Baby Boomers, and are the first generation that has owned 

new mobile phones and laptops from a young age. With their environmental awareness as a 

basis for making decisions, customers representing Generation Y will never purchase 

products or services from an organization that is connected to dubious actions, obviously 

unethical behavior or subhuman treatment. (Micco, 2009.) In addition, the customers of this 

generation are next to demanding their service providers to address their needs and issues via 

the usage of technological tools, such as videos, establishment on social media networks, and 

telephone services (Cisco, n.d; Ericsson, Farah & Macaulay, 2010, p. 2). Young customers 

easily navigate between different types of media and they thereby expect their surroundings to 

have the ability to follow suit (Schmeltz, 2011, p. 12). The Generation Y customers are those 

that are referred to as the new and upcoming segment, which have not yet established all their 

services with banks. 

 

3.5 Banks’ Operational Strategies 

The structure of operations within a bank is directly connected to the demands and behavior 

of various stakeholders, internally as well as externally. As each stakeholder group possesses 

a unique set of expectations and demands, as well as differing levels of influential powers 

over the banks, the stakeholders will in turn be affected by environmental factors surrounding 

banks to various extents, which will alter their attitude and approach towards the bank 

(Johnson, Scholes & Whittington, 2008, p. 155; Riley, 2012). Similarly, environmental 

factors have a direct impact on the way banks are managed, as they impinge the requirements 

of structure, development and approach (Bodinger 2013; Jouhkimow & Marklund, 2012, p. 

42). As the four environmental factors introduced in this chapter have changed and affected 

the market in which banks operate, and thus forced them to restructure their services, 

operations and strategies, actively exploring these and their impact on the relationship with 

stakeholders becomes of importance for banks (Freeman & McVea, 2001, p. 5).  

To maintain a stabilized business environment, the maintenance of these relationships has to 

be considered when formulating strategies for addressing and managing the changes caused 

by environmental factors, in addition to purely operational elements (Jones, 2007, p. 32; 

Zineldin, 1992, p. 21). If the banks fail to satisfy the various stakeholders involved in their 

operations, there is a risk of them facing great consequences. As the actions of a single actor 

affect the activities of the others on the market as a result of interdependence, there is a need 

for realizing the potential threats involved in not calculating the risks these actions may cause 

for the organization as a whole (Sundqvist & Wik, 2012, p. 41; Rolland, 2011, p. 10). If the 

relationship with any stakeholder group is left unattended after the alterations of the 

environmental factors, the banks may lose the stakeholders’ trust and thus experience 

weakened relationship ties, potentially causing undesirable operational settings (Jones, 2007, 
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p. 32). Similarly, this interdependence also causes a need for an understanding of the fact that 

the environmental factors affect the stakeholder groups to various degrees and in multiple 

ways, and in order to satisfy the majority of the groups with the banks’ strategies, this broad 

spectrum has to be considered before strategic implementation (Riley, 2012).    
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4. Empirical Findings and Results 

This chapter includes the findings and results obtained from the screening of data, interviews and newspaper 

articles. 

 

Based on the fact that the performances of banks are highly dependent on the circumstances 

of the global as well as the domestic market, banks and their various stakeholders will be 

affected by the environmental factors in a financial services industry (Isskander, 2008). Even 

though the four environmental factors derived at through the usage of Channon’s (1986, p. 

34) definitions of environmental factors have been given significant room throughout 

secondary data, their relevance for the Swedish banking sector during the last few years may 

be confirmed or contradicted by their exposure in Swedish and international newspapers as 

well as their relevance throughout expert interviews. With regards to the specified 

environmental factors, all of the four have been treated and highlighted to various extents in 

the newspaper articles for the intended period. Furthermore, it has been identified that 

additional topics that were not anticipated have been given slight attention as well. 

In addition to the wide discussions apparent in newspapers, the environmental factors at hand 

are widely discussed throughout various types of sources available, making these sources 

interesting for the determination of the environmental factors’ relevance as well. Through 

these sources, the possibility to elaborate on the environmental factors’ impact on the banking 

sector as well as the concerned stakeholder becomes conceivable, directly resulting in a two-

section description of all four environmental factors as well as the unexpected findings; one 

where they are presented solely with regards to newspaper coverage and one where these are 

combined with other sources to elaborate on each factor as well as its impact on stakeholders. 

As of the time span of the specific thesis, there is a difference with regards to which 

environmental factors are currently brought to attention and discussed to a great extent, as a 

result of them being extremely contemporary throughout the financial markets of the world. 

On the other hand, there is evidence that even those factors that are given slightly less 

attention today have had great impact on the operations of the banks during the last five years.   

 

4.1 Financial Crisis according to Newspapers 

During the period selected for the search of newspapers, the area of financial crisis has been 

one of the most commonly discussed topics when considering economics. Since 2011, the 

subject of financial instability in the Eurozone has been occupying a substantial amount of 

news coverage in the newspapers.  

In late 2008, the interview objects of newspaper journalists stated that the United states were 

facing the worst recession in over 40 years and predicted the fact the consequences 

accompanying this financial crisis would come to surpass any expectations in terms of losses 

and consequential effects, causing substantial damage to the financial system in many 

countries around the world (Bergkvist, 2008). By 2009, the Swedish newspapers forecasted 

the end of the financial crisis initiated in this country in 2007, arguing for the fact that it was 
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starting to reach its culmination and that the economies were showing slight improvements 

with regards to production and stock exchange rates (Bergkvist, 2009c; Björk, 2009). 

However, by 2010, the debts acquired from the survival of the recent financial crisis began to 

catch up with Sweden’s as well as the world’s financial and stock markets, especially with 

regards to the newly highlighted financial instability of the Eurozone area, forcing the world 

to realize the prospects of a new potential financial crisis with the characteristics needed to 

cause an even more severe state than during the previously passed period (Zachrison, 2010; 

Öhrn, 2010). After a time of temporary stabilization during 2011, the concerns for Portugal, 

Italy, Ireland, Greece and Spain, was once more ignited. The issues were brought to attention 

as a result of the reduced credit ratings and concerns as to whether or not the country of 

Greece would be able to achieve the intended savings and repay their debts.  With a start in 

this, the focus was shifted towards all countries involved in what was referred to as the debt 

belt. (Björklund, 2011.)  

When considering the world’s financial markets, uncertainty can almost be considered to be 

poisonous. Even though the country of Greece was awarded partial debt cancellation, the 

newspapers were still concerned with how the aftermaths of this cancellation were to be 

handled in order to ensure that the banks would eventually learn to manage their business on 

their own again. What was stated as crucial for the initiatives to turn out successfully, no 

matter the approaches chosen, was to carry out the process of intervention little by little, in 

order to increase Greece’s competitiveness. Already in 2011, the world recognized the threats 

that the Greek situation posed with regards to the risk of initiating a new global financial 

crisis, where experts stated the possibility of a domino effect if Greece’s financial market 

collapsed. (Lundin, 2011.) In attempts to avoid this potential crisis, the European Union 

introduced increased demands for own capital, forcing the banks to suffer substantial losses 

with regards to already established loans in ailing member countries. At this time, the 

question was just how the banks were to obtain this amount of capital and who was to pay the 

costs. It was stated that shareholders were not interested in contributing with more 

investments and that the governments in Europe needed to maintain their resources in order to 

support the countries facing bankruptcy. Instead, the hopes were that the banks, Swedish ones 

included, would be able to meet the new requirements on their own, only relying on their own 

profits. (Hedenius, 2011.)  

By 2012, the newspapers reported increased amounts of corporate bankruptcies, increased 

personnel notices and build-up of household debts (TT-Direkt, 2012). With a basis in this, 

statements were made as to the fact that the entire financial system had to be strengthened, as 

many banks were facing problems and as there were apparent risks to the operations as a 

whole (Tuvhag, 2013b; Nyvinger, 2012). It was stated that there ought to be increased 

demands on Swedish banks, with regards to effectiveness (Nyvinger, 2012). As Sweden is a 

small, open economy with its own currency and large banking sector, it was stated that there 

is a need to complement the international rules and regulation by moving faster and to 

increase the demands on the Swedish banks. These issues have been brought up to an even 

greater extent during 2013. One specific issue has been the fact that the Swedish banks 

finance themselves on international currency when considering capital, making them 
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vulnerable to changes in international markets. (Direkt, 2013; Tuvhag, 2013b.) Also, as of the 

size of the Swedish banking sector, the country faces vulnerability as a result of the four 

largest banks being so closely connected with regards to their operations, in addition to the 

fact that their combined assets exceed the country’s entire GDP by over four times. Despite 

the fact that Sweden’s economic environment has remained relatively stable since the end of 

the 2007-2009 financial crisis, the current Eurozone crisis is starting to take its toll on the 

financial system. Even though a temporary market decline does not affect the Swedish banks 

to a great extent, as a result of buffers being available, long-term crisis makes the system 

vulnerable to cyclical ups and downs. (Tuvhag, 2013b.) 

Due to the financial turmoil amongst European investors, various stock markets around the 

world have been facing decline, the stock markets in Moscow, Madrid, Milan and Tokyo 

included (Tidningarnas Telegrambyrå, 2013; Tokyo TT-Reuters, 2013; Direkt/Affärsvärlden, 

2013).  Even though the majority of the problems in Cyprus were solved in the short-term, 

there have been many consequential effects that may force countries to restructure their entire 

banking sector (Nyhetsbyrån Direkt, 2013). Sweden’s Minister of Finance, Anders Borg, is 

expecting a shaky recovery with regards to the prospects of the world’s financial market. 

According to recent publishing, there are still remaining issues in the Eurozone, but there are 

positive signals from the Asian, African and US markets. There is a strong adverse wind from 

the world economy that is slowing down the recovery process for Sweden, where increased 

unemployment, reduced economic growth and increased national debt seems prevalent. 

Similar conditions seem to be predominant in the Eurozone as well, where unemployment, 

fear of initiating loans and political uncertainty is affecting the market’s chance of recovering 

and causing risks of new setbacks. (Andersson, 2013; Lundin, 2013; Skingsley, 2013.) The 

most recent issue to emerge is that of the debts of Slovenia, where the country must apply for 

new loans to save their banks, potentially causing the negative spiral of the hotspot of the 

Eurozone to continue into a negative downwards-spiraling trend in the nearest future 

(Aronsson, 2013; TT, 2013). 

In addition to the issues that are clearly presented in relation to financial crisis, the Swedish 

newspapers introduced additional information that could be indirectly connected to the 

consequences of this environmental factor, such as unethical behavior. During 2013, the 

Swedish newspapers introduced the discovery of unethical behavior within the country’s 

banking sector. The inappropriate behavior was stated to have been recognized when a 

number of the banks’ customers were referred to a lending institute after their loan 

applications had been denied, in exchange for monetary provision on behalf of the banks. 

During this time, the customers’ personal data was transferred and given to the concerned 

institute without consent, resulting in indications of directly illegal actions. In addition, the 

customers were faced with significantly increased interest rates with regards to the specified 

loans, amounting up to a total of approximately double the interest than that of the banks. 

When confronted with the accusations, the banks have stated that the customers were 

informed of the forwarding of personal data in accordance with the contracts drawn during the 

time of application, and state their deepest regrets if the transactions have occurred without 

the customers knowledge. What does not work in favor of the banks’ statements is the fact 
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that all arrangements have been terminated since the uncovering of the events. (Stockholm 

TT, 2013b; Neurath, 2013f.) Similarly, the banks’ customers have been facing unfair 

conditions with regards to mortgage rates in relation to the banks’ profit margins, as these 

were tripled during the last few years in comparison to the value of the repo rent (SvD.se-TT, 

2011).  

However, since the introduction of SvD Näringsliv’s mortgage rate chart, the individual 

customer’s power has increased drastically. Through this function, the customers were given 

the tool to compare their mortgage rates to those of other people throughout the country and 

through this process build up a strong negotiation tool against their banks. (SvD Näringsliv, 

n.d.) By using this function, the customers’ demands have forced the banks to lower their 

mortgage rates with an average of one percentage (Tuvhag, 2013a). Since then, a similar 

service has been introduced on behalf of corporate customers. As this customer group enables 

the banks to obtain a greater amount of profit if compared to the individual customer, a 

service such as this creates obstacles on the banks’ behalf.  

Prior to the development of this service, the process of questioning the given rate was 

significantly more difficult on behalf of companies as there was no obvious point of 

comparison and thus a lack of transparency. Through the functions of this service, corporate 

customers will be able to gain knowledge on the extent to which their demands may be 

increased whilst still allowing the banks to achieve their internal demands for profitability. 

With the availability of comparing banks’ rates, pressure may occur from both customer 

segments, resulting in an inability for banks to dictate the conditions of contracts and thus 

reducing profit margins. Without transparency of actions and explanations behind activities, 

the banks maintain the power to offer their customers interest levels of their choice, without 

real regard for ethical behavior. Even though this is the case at present time, it is stated that 

transparency is desired with regards to the banking sector as it would allow for greater 

competition. (Neurath, 2013d.)  

 

4.1.1 Financial Crisis and Stakeholders 

An increasing number of countries are facing budgetary deficits and rapidly growing 

indebtedness. The primary reason behind this development is the fact that the countries’ 

financial frameworks do not coincide with the requirements for proper handling of recession. 

(Hultkrantz & Tson Söderström, 2011, p. 113.) With regards to the financial crisis of 2007-

2009, the world’s total GDP shrunk for the first time since the Second World War, mostly due 

to a lack of trust between the actors on the financial markets and a reduction of trust in the 

financial system (Hultkrantz & Tson Söderström, 2011, p. 69; Regeringskansliet, 2011). 

During that financial crisis, Swedish banks faced issues due to the fact that they were 

acquiring finances from international financial markets, as these markets were temporarily 

nonfunctional, and Swedish banks had to request support from the Swedish Central Bank to 

cope during this period (Hultkrantz & Tson Söderström, 2011, p. 253). In addition, Sweden’s 

own GDP decreased with approximately five per cent due to production reductions, as a result 
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of the contraction between the world trade and international credit abolishment (Hultkrantz & 

Tson Söderström, 2011, p. 61).  

Despite this, the Swedish banks managed to handle the period relatively well, as of their 

ability to avoid governmental involvement as a result of low exposure to risk, thanks to the 

strict rules governing budget and the budget surplus they had created (Hultkrantz & Tson 

Söderström, 2011, p. 61, 249; Hansing, interview, 2013). According to Johanna Orth, capital 

adequacy expert at the Swedish Bankers’ Association, another reason for the Swedish 

financial sector managing the crisis rather well is mainly due to the fast reaction of the 

authorities. The parliament quickly approved the government’s proposed support law, 

allowing them, together with the Swedish Financial Supervisory Authority and the Swedish 

national debt office, to rapidly take action. Furthermore, the Swedish banks were not, to such 

a great extent as many other European banks, exposed to the subprime market; this referring 

to the market which is less likely to be able to repay loans. (Swedish Bankers’ Association, 

2013b; Pritchard, n.d.) Even though the banks specifically managed the financial crisis fairly 

well, the country of Sweden could not avoid its wake in the form of personnel cutbacks, 

ultimately resulting in customer unemployment and thereby a reduction in consumption 

(Almgren & Neurath, 2011; Zenou, 2012; National Institute of Economic Research, 2010, p. 

90). In addition, a substantial amount of businesses went into a state of bankruptcy as of the 

financial instability, resulting in a decreased level of investments (Ekot, 2012; TT, 2012a). 

According to Johan Hansing (interview, 2013), there is an obvious discussion concerning and 

a clear separation between the banking sector prior to and after the financial crisis, mostly due 

to changing market conditions.  One of the world’s greatest changes that occurred as a result 

of the financial crisis of 2007-2009, through the initiative of the government, was the creation 

and introduction of the new regulations referred to as Basel III, as a result of the liquidity and 

capital issues that occurred in the world’s financial markets. As of this financial crisis and its 

aftermath, Swedish banks as well as and foremost international banks, realized that upcoming 

issues had grown to greater proportions than expected, which since then has led to an 

increased development of risk management within the banking sector. (Sandstedt, interview, 

2013.) This furthered development of risk management has also led to more clearly 

implemented rules and more clearly defined boundaries throughout the banks and their 

branches, including local responsibility (Larsson, interview, 2013). Through these issues, the 

banks have reached a state where they are now safer, more secure and where they can manage 

higher levels of stress. In addition, Sweden has taken the rules of capital adequacy a step 

further than required, holding higher levels of capital within the banks, as a result of the size 

of the financial market being so extensive in comparison to the country’s total GDP, leaving 

Sweden exposed during a time of financial crisis. (Sandstedt, interview, 2013; Larsson, 

interview, 2013; Norman, 2012.) 

As all banks are operating within an environment, they will automatically be affected by the 

rules that exist in this environment, especially new ones, as well as the condition and stability 

of that market (Sandstedt, interview, 2013). The fact that the Swedish banks and financial 

market is integrated with foreign banks creates a dependence on their performance and thus 

also the performance of other stock markets (Hultkrantz & Tson Söderström, 2011, p. 61, 
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223). The current crisis in the Eurozone area causes one such dependence. Even though the 

instability in this market does not affect the Swedish banks to such a great extent in direct 

terms, as the actors on the Swedish market have not issued lending to Greece, the Swedish 

banking sector is affected indirectly as a result of reduced European economic growth, 

affecting Sweden’s economic growth. (Sandstedt, interview, 2013.) Similarly, the financial 

situation in the United States possesses certain influences over the Swedish banking sector, as 

of the country’s size and position on the world’s financial market with regards to standardized 

bank approaches and behavior (Eriksson, interview, 2013).  

As of the risks brought forward through the global financial crisis of 2007-2009, the 

awareness of the potential risks and problems of a financial crisis introduced the principle of 

higher levels of capital due to Sweden’s activities on the international market, a market that is 

not yet fully mastered. The banks’ understanding of the domestic market is rather extensive 

and this market does therefore not cause high levels of uncertainty, whereas the involvement 

on the international market is much more risky, as can be determined from the outcomes and 

losses of the previous financial crisis. This may partially be due to the fact that foreign 

economic markets are expected to function in similarity to the Swedish one, whilst they in 

reality are structured differently with regards to rules, regulations and traditions. (Larsson, 

interview, 2013.) In addition, the banking sectors in Sweden and the rest of the Eurozone have 

required varying levels of financial support from authorities, leaving them with highly 

dissimilar conditions. Whilst the Swedish banking sector has remained self-sufficient, many 

European banks have required loans from the European Central Bank. When the time comes 

for the European Central Bank to demand repayment for these loans, the banks at hand may 

have difficulties reaching a state of independence and self-reliance. This issue could come to 

cause concerns for Sweden, as long-term instability and uncertainty in the Eurozone might 

cause tougher market conditions. (Sandstedt, interview, 2013.) This situation causes belief 

that the financial situation is altering into a state where banks as well as households will need 

to maintain larger buffers (Grundberg Wolodarski, 2012c).  

As the introduction of new rules and regulations are costly, with regards to increased levels of 

capital and liquidity, the Swedish banks need to acquire this capital from somewhere, leaving 

stakeholder groups vulnerable to changing conditions. If the customers are those afflicted, 

risks are that this stakeholder group will face increased rents on housing loans and as the 

depositors expect to receive some form of compensation for using the banks’ services, this 

may cause frictions in the relationships between the banks and their customers. Up until 

recently, it has been stated that the banks have defended the unbalanced rates with regards to 

increased capital costs (Neurath, 2013d). As of the sensitive nature of a bank’s business, there 

is a need for maintaining responsible actions whilst at the same time remaining a profitable 

organization (The Economist, 2011; Eriksson, interview, 2013). According to Kent Eriksson 

(interview, 2013), this includes offering customers reasonable fees and prices, providing them 

with necessary information prior to purchase decisions as well as governing the regulations 

concerning consumer protection. Ethical and responsible behavior also constitutes an 

important tool for the banks to prove their commitment to long-term stability and growth to 
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the government and supervisory authorities, in terms of providing a functioning financial 

infrastructure consisting of competitive services.  

Besides acquiring the compensation of the costs from their customers, there is also a 

possibility for the banks to attain these through a reduction of return on invested capital on the 

behalf of the shareholders. However, the banks’ have to take into consideration that the levels 

of dividends cannot decrease to such an extent that the shareholders reach a situation where 

they no longer feel that the benefits of investing in the banks outweigh the risk and the cost of 

investing in the first place (Hansing, interview, 2013; Eriksson, interview, 2013). Yet another 

option for obtaining the funds is to decrease the amount of rewards given to employees and 

managers within the banks, in terms of reduced benefits, bonuses and lower salaries, or 

possibly even carry out personnel cutbacks (Sandstedt, interview, 2013; Larsson, interview, 

2013; Olsson, 2012). Whichever option is chosen, the banks must bear in mind the fact that 

the relationship between the banks and the stakeholder group at hand will be altered and that 

this issue must be addressed by other means in order to restore the stability in the relationship.  

 

4.2 Competition and Regulation according to Newspapers 

For the period selected for the search of newspaper articles, the area of competition in the 

Swedish banking sector has been discussed from multiple angles. According to the newspaper 

articles posted during the last five years, there is a slightly spread view on the subject of bank 

competition in Sweden. According to some articles, the competition is next to inexistent 

(Jönsson, 2012; DN, 2013, Spängs, 2012a; Spängs, 2012b). This is based mostly on the fact 

that the majority of customers refrain from switching banks even if they are dissatisfied with 

the bank and its offerings due to them perceiving the process as complicated and lengthy. 

Even though most banks are facing criticism both from customers and politicians, they appear 

to be in a position where they maintain the power to act according to own desires, partly 

based on the fact that they are well aware of their customers’ reluctance to follow through 

with a switch in service provider. As of the low amount of customers that are willing to 

switch banks, there are far too low customer numbers to be able to pressure the banks to alter 

their way of doing business. Since this has been stated to be the case for the last ten years, this 

has come to be a situation which the banks take advantage of. (Spängs, 2012a.) Based on 

these conditions, the optimal situation would be where the customers were to exploit their 

power to be active and to question the banks’ decisions, thus directly increasing the 

competition. From this perspective, the challenge from niche banks is only causing slight 

changes in the competitive environment. As of this, the movement in the industry is far too 

low to put sufficient pressure on the banks. (Spängs, 2012b.) This results in the fact that banks 

can choose to prioritize their shareholders above their customers, where the customers are 

faced with higher fees and interests as a result of the high levels of dividends rewarded to 

investors in order to balance the situation (DN, 2013). 

According to other newspaper articles, the accusation that competition is abolished is stated to 

be faulty (Grundberg Wolodarski, 2012a; Schultz, 2011; Gripenberg, 2012; Dahlberg, 2013). 

From this view, the opinions are that the four largest banks are losing market shares to other 
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banks when considering certain aspects of the financial market, such as the mortgage market, 

and that the increased costs for customers are stated to be due to the fact that the new 

regulations are increasing the cost of money for the banks, which ultimately leads to higher 

costs for lending (Gripenberg, 2012; Eriksson & Hedlund, 2011; Roxwall, 2010; Löwe 

Zenou, 2009). This is also partially supported by the fact that even though the competition 

seems to favor the larger banks, in the eyes of the customers, it is the smaller banks that 

appear to be the winners when considering trust and confidence, even though the larger banks 

still maintain their customer share (SvD Näringsliv, 2013b; Schultz, 2011). According to a 

number of the niche banks, this is their competitive advantage against the banks holding the 

largest portion of the market together with offering services of the same quality and at lower 

prices, something they aim to prove over time (Dahlberg, 2013; Grundberg Wolodarski, 

2012a).  

From this perspective, the niche banks are gaining on the leading four. However, the current 

reduction in stock trading is causing issues for the smaller banks. If these trends will continue, 

it is likely that many actors will face major issues with regards to increased costs of 

administration and complying with rules, increasing the likelihood of smaller banks merging 

to maintain their position in the market. (Neurath, 2012a; Neurath, 2013b.) Even though this 

increase may cause difficulties for the niche banks in terms of maintaining lower prices, the 

competitive advantage may be preserved by ensuring the provision of superior service 

(Carpman/TT, 2009). Besides the increased costs, there are issues involved in the fact that the 

banks are forced to comply to the same regulations, no matter if they are global banks or 

small niche banks. As the smaller niche banks are operating under completely different 

circumstances than the large, global banks, it is stated that the rules should be adjusted 

thereafter. (Grundberg Wolodarski, 2012a.) 

Similarly, the topic of regulations is given fairly extensive coverage in the newspapers. Since 

the aftermath of the 2007-2009 financial crisis, the actors on the financial market have come 

to the realization that the activities of the banks have had to be regulated with regards to 

demands for security and stability (Hedenius, 2010; DN, 2012; Andersson & Frisell, 2009; 

Nyhetsbyrån Direkt & Tidningarnas Telegrambyrå, 2010;  Nyhetsbyrån Direkt, 2008). When 

considering the new regulations for capital adequacy, it is stated that the Swedish banks have 

been forced to introduce the new regulations much more rapidly than the rest of Europe. In 

addition, these rules have been slightly loosened for this region as a whole whereas Sweden 

may be treated as an exception, due to the fact that the specified reduction does not 

necessarily apply to its banking sector. It is stated that the rules will be reviewed and that 

there is no telling whether or not the lowered demands will come to be applied here as well.  

As of the complexity surrounding the operations of the banking sector, there is a need for 

finding a middle ground between the amounts of regulations as well, in order to promote 

competition but also to ensure the hindering of future financial crises. (Neurath, 2013a.) Due 

to the instability in the Eurozone area, the amount of regulation has increased considerably 

and at a great speed, increasing the risk of things going wrong at the time of implementation 

(Jönsson & Wahlin, 2013; Neurath, 2013a). However, the regulations also provide potential 
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benefits for a country like Sweden, which has a high reputation from an international 

perspective. As of this confidence, the Swedish banks have the potential to gain ground in 

relation to international competitors. According to statements, the Nordic banks are attracting 

increasing amounts of international capital and are considered a safe haven for investors 

fleeing the instability in the Eurozone. In addition, the Scandinavian currencies are standing 

strong in relation to the Euro, something that both Norwegian and Swedish banks are stated to 

take advantage of. (Hugo, 2012.) 

Besides the issues presented in clear connection to competition and regulation, the selected 

newspapers were discussing consequential effects to a great extent, such as 

internationalization and globalization. Prior to the selected time period, the world’s financial 

market experienced a golden era with regards to profitability and rewards for managers and 

personnel. At this time, this international market was growing rapidly in comparison to the 

global economy and internationalization was a fact. Similarly, the globalization of the 

industry faced a rapidly increasing cross-border ownership with regards to financial actors, 

resulting in increased world trade. (Bergkvist, 2009b.) Additionally, lenders active within the 

specific industry retained approximately one third of their assets in foreign markets (The 

Economist, 2012a).  

For the specified time period however, these trends began to decrease and regress to its 

former state, where domestic focus governed (Bergkvist, 2009b; The Economist, 2012a). 

With regards to Sweden as well as the rest of the European market, the predictions were as 

such that the internationalization was to slow down. As of their less favorable conditions in 

2009, the expectations were that the banks would focus their operations on the domestic 

market, where their experience and knowledge was at its highest. In order to reverse the 

negative market conditions caused by reduced financial assets, it was necessary for the banks 

to ensure that the funds obtained from taxpayers would go to their bank specifically.  

Due to these conditions, it is stated that the banks were not able to take risks to as great an 

extent as during the golden era, and the situation automatically resulted in banks no longer 

being able to circumvent certain rules and that their operations had to alter into a state where 

they would become smaller, safer and more simplified. (Bergkvist, 2009b.) However, the 

foreign operations were naturally not completely abolished, as these provide great prospects 

for growth. Even though opportunities were still available, the banks still experienced the 

effects of scarcer credits. This can be partially explained by the fact that the interactions 

between countries create potential capital flow. If this flow was to be significantly reduced, 

there would be a risk of other in-flow being equally influenced. If this would be the case, 

Swedish banks would be forced to achieve increased levels of capital in the domestic market 

and therefore face higher costs. (The Economist, 2012a.) 
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4.2.1 Competition and Regulation and Stakeholders  

As of the deregulation processes occurring during the 1990s, the conditions of the competitive 

situation in the Swedish banking sector was altered, and the deregulation allowed for the 

creation of niche banks such as ICA Banken and Skandiabanken (Hultkrantz & Tson 

Söderström, 2011, p. 260). Since 2009, the Swedish banking sector has once again returned to 

a state where increasing amounts of regulation is reinstated when considering certain 

functions of the industry, in order to ensure stability (Sandstedt, interview, 2013; Hansing, 

interview, 2013; Eriksson, interview, 2013). As increasing numbers of banks are aiming for 

market share, a certain level of competition is inevitable. The amount of smaller actors has 

increased and today, the market share of these actors has amplified drastically, overtaking 

some market share from the larger banks (Hansing, interview, 2013; Bränström, 2010). 

Presently, the four largest banks still maintain approximately 70 per cent of the customer 

shares even though the niche banks are attempting to compete and take over market share by 

pressing the prices (Sandstedt, interview, 2013). However, the loss of 13 per cent of the shares 

shows that the challenge of other actors in the market must be taken seriously (Torstendahl, 

n.d).  

In addition, the globalization and the current level of technological development causes 

markets to evolve, forcing organizations to realize the introduction of competition from other 

types of businesses (Hultskrantz, 2011, p. 61). On behalf of banks, this mainly concerns the 

services provided by high tech companies such as Google and telecom operators, in terms of 

increased use of mobile banking methods (Grundberg Wolodarski, 2012b). Today, all banks 

are employing technological tactics, both when it comes to the way of conducting operations 

as well as in the provision of services. This means that the offerings are now becoming 

increasingly homogenous, were an increasing number of banks are providing universal 

services, resulting in service, trust, loyalty and cost being the ultimately determining factors in 

ensuring the profitability and success of the bank. (Jyothi & Jyothi, 2010, p. 8; Rodriguez, 

2012, p. 10.)  

The fact that trends show that customers are now making use of various banks in order to 

conduct their banking errands results in an even greater need for service quality in order for a 

bank to set itself apart from its competitors (Victorin, 2011; Bergh, 2009; Hansing, interview, 

2013). Since the financial crisis of 2007-2009, the customers’ trust in the financial market and 

the banking systems’ functionality and stability has been significantly lowered, causing 

customers to transfer their loyalty and services to other banks to a greater extent than during 

previous years (Norman, 2012; Rolfer, 2012; Hansing, interview, 2013). Similarly, the 

conviction of not receiving value for their money in terms of fees and mortgages rates lingers 

with the customers, causing the banks’ dividends and bonuses awarded to employees and 

shareholders to impact their relation to this stakeholder group (Rolfer, 2012; DN, 2013). 

As of today’s uncertain global financial market, there is a general caution amongst the actors 

in the Swedish banking sector, resulting in the fact that competition does not peak (Hansing, 

interview, 2013; Larsson, interview, 2013). Out of the strong actors on the market, the 

behavior of the four largest banks can be considered rather similar, where the smaller banks 

constitute a competitive incentive in terms of their more specialized offerings. However, if 
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examining interest rates and such aspects, there seems to be a rather pleasant cohesiveness 

amongst most banks, where no actor displays deviant behavior. This is likely due to the fact 

that the banks comprehend and interpret the needs of the market in the same way, leaving 

small margins between themselves. Instead, competition for Swedish banks may be calculated 

in relation to foreign banks. As the Swedish banks are considered reliable and present their 

customers with stable conditions if compared to banks in foreign markets, they possess a 

strong competitive advantage in the international environment. Swedish banks are also active 

on the markets where they aspire to operate, allowing them a solid competitive starting point. 

(Larsson, interview, 2013.)  

The Swedish financial market is strongly connected to the global financial market, causing 

interdependence between them and the stock exchanges and financial markets of the world 

(Hultkrantz & Tson Söderström, 2011, p. 223). In a similar fashion, the banks are dependent 

on each other and each other’s performances to meet the daily need of finance (Sundqvist & 

Wik, 2012, p. 41). This interdependence leads up to a point where the banks conduct business 

amongst themselves, resulting in the fact that the problems of one bank can spread to the 

others. Not only is this applicable to problems arising in the domestic market, but also from 

instability in financial markets in other parts of the world as a result of similar business 

practices. This is due to the fact that bank growth is partly reliant on an increase in lending to 

the public, and as a result of the fact that customer deposits are not increasing at the same 

pace, the banks become in need of financing from other providers (Sundqvist & Wik, 2012, p. 

4). The most crucial change leading up to this global interdependence is the international 

transformation; the fact that the world has come to demand and feel openness towards global 

transactions. Even though this change is not exactly recent, the consequences of a global 

financial market is currently becoming apparent for actors such as banks, in the form of issues 

occurring in other parts of the world having effects on the operations in the domestic market 

even though it appears to be relatively stable. (Larsson, interview, 2013.)  

Five to ten years ago, much discussion and focus was put towards the internationalization and 

globalization of the financial market, especially in terms of banks growing beyond national 

borders. As of the caution arising during the last five years, this mindset has been altered to 

once again focus on domestic operations. (Hansing, interview, 2013; Sandstedt, interview, 

2013; Bergkvist, 2009b.) This decreased internationalization is stated to be due to the fact that 

the understanding of the local market is rather extensive if compared to foreign ones, as can 

be determined by studying the four largest banks’ endeavors on the European market. As of 

the need to avoid unnecessary risks, the familiar rules, regulations and traditions of the 

domestic market may be preferred over markets abroad.  

Even though the actual internationalization has been significantly reduced, the openness 

towards global transactions results in the Swedish banks still facing the effects of a globalized 

financial market, in terms of the impact of foreign instability. This impact may influence the 

Swedish banking sector’s relatively stable conditions in a time of financial distress for the rest 

of Europe in terms of unnecessarily exaggerated hysteria and decreased trust amongst the 

customers as well as uncertainty for all other stakeholder groups. (Larsson, interview, 2013.) 

Furthermore, the choice to focus operations on the domestic market, as a result of financial 
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crisis and regulations, has resulted in banks altering their offerings so as to more appropriately 

suit new regulations and demands of customers, by focusing on counseling. This is achieved 

by outsourcing portions of the operations to third parties so that the bank’s core competence 

involved in counseling can be used to create more valuable relationships. Even though this 

benefits the banks in terms of future prospects through customer satisfaction and loyalty, it 

also leads to a reduction in work opportunities for employees as the work positions are now 

controlled by the third party actors. (Eriksson, interview, 2013.) 

With regards to relationships with stakeholders, the competition between banks is quite 

strongly connected to the banks’ relation to the government and supervisory authorities. As of 

the lengthy relationship between the banks and the government in Sweden, it has become 

easier for the banks to act in accordance with the government's directives without these 

instructions having to become legalized. Where the government identifies a potential problem, 

the banks most commonly initiate the process of finding a solution almost immediately. 

Similarly, the actors tend to adjust to the situation on the financial market and to control the 

situation through mutual discussions. When establishing relationships of this nature, there is a 

risk of reducing the competitiveness within the market. However, if a single actor on the 

market were to act opportunistically and misbehave, there would be a risk of the entire 

financial market entering into a downwards-spiraling trend as a result of it becoming 

discredited. (Larsson, interview, 2013.)  

In order to govern certain aspects of the competition within the Swedish banking sector 

however, the government is actively aspiring to strengthen the customer on an asymmetric 

financial market, both nationally as well as internationally, with the intent to facilitate the 

process of switching banks. Currently, customers perceive the process of switching banks as 

complicated and lengthy and thus maintain their services at their bank even though they may 

not be satisfied with their offerings, something that would be unfavorable with regards to 

market competition. (Norman, 2012; Neurath, 2013e.) Nevertheless, the employees of the 

banks state that they perceive the banks’ customers to express increased demands and that 

they actually follow through with the threats of switching banks to a greater extent than 

during previous years (Tuvhag, 2013a).  

 

4.3 Technological Development according to Newspapers 

When scanning the newspapers for articles regarding technological development, a significant 

amount of articles were found, even though other environmental factors within the banking 

sector seem to somewhat overshadow the area lately.  

Technology is changing at a rapid pace, altering the way in which banks operate and deliver 

services to their customers, making banking more convenient (The Economist, 2012b). 

Today, many customers are managing their banking errands with the means of their cellphone 

and the four largest banks in Sweden have seen a significant increase in the use of telephone 

services (Lindberg, 2013; Tidningarnas Telegrambyrå, 2011; Stockholm TT, 2011). 

According to Anna Sundblad, the reason for many of the Internet banking customers having 

now turned to telephone banking solely is mainly due to the accessibility that this service 
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provides. The ability of quick and easy handling of their economy via cellphone is stated to be 

very appealing to many customers, especially the younger segment. (Lindberg, 2013; 

Nandorf, 2010.)  

With regards to telephone and online services, Swedish banks are, in an international 

perspective, ahead in development as a result of the nation’s curiosity in new techniques 

(Lindberg, 2013). It is of great importance for banks to invest in this type of technology as it 

drives value for the company as well as minimizes complexity and time (Bottomline 

Technologies, 2013). It has been shown that one of the greatest reasons for banks investing in 

technological progress is due to the new demands of their customers. Today, a bank’s 

customers are demanding accessibility and new services. For the upcoming segment, the 

younger customer, there is demand for enabling bank errands 24/7 and banking services such 

as telephone and Internet banking is of great importance to them when deciding on which 

bank to initiate a service exchange with. (Edenholm, 2011; Nandorf, 2010.) Articles show that 

with the increase in technological means to perform banking errands, today’s bank offices are 

decreasing the provision of routine services such as transactions and are focusing more on 

providing their customers with services that are of more complicated nature, such as 

counseling (The Economist, 2011; Edenholm, 2011; Flores, 2012; Hedenborg, 2009). This 

alteration in bank branch offerings has resulted in an increase in complex customer 

interactions, causing bank personnel to feel pressure in terms of attempting to meet the more 

demanding requirements of customers (Edenhall, 2012). 

 

4.3.1 Technological Development and Stakeholders 

Today, the services of a bank are delivered through multiple channels as a result of 

continuous technological development (Jyothi & Jyothi, 2010, p. 6). Internet banking, 

telephone banking and ATMs are now in the forefront when considering routine banking 

errands, resulting in a reduction in over the counter transactions (Jyothi & Jyothi, 2010, p. 8). 

In order for banks to maintain their position in the market, it is crucial that they respond to the 

demands of their customers, who today demand technological means for performing banking 

errands (Estep, 2013). Furthermore, it is stated that banks have put IT development on hold as 

a result of the uncertainty caused by the previous financial crisis and market instability. 

However, the technological development will continue to increase and play a large role in the 

future as banks have recognized the importance of these implementations and the effects that 

these developments have on their operations. (Eriksson, interview, 2013.) According to Olof 

Sandstedt (interview, 2013), technological development has provided facilitation for 

everyone. 

The development of alternative channels such as the Internet and telephone bank has altered 

the way in which both banks and their customers handle bank errands (Jouhkimow & 

Marklund, 2012, p. 7). The bank offices, in where the majority of errands used to be 

performed, have now been replaced and the day-to-day bank errands of the customers are now 

to a greater extent handled through the means of Internet functions (Sandstedt, interview, 

2013; Torstendahl, n.d). Today, approximately 80 per cent of bank customers make use of 
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Internet functions as a means to perform transactions. According to the Swedish Bankers’ 

Association (2013f), this is due to the fact that the customers are demanding methods of 

payment that are safe, easy and environmentally friendly.  

As a result of the fact that the majority of bank errands today are performed via these Internet 

channels, there has been a reduction in bank offices. In 2008, there were 1,630 bank offices in 

Sweden. However, 2008 also became the year in which Sweden began encountering a 

reduction in offices. By late 2012, the number of bank offices amounted to 1,492, a reduction 

of 8,5 per cent. (Rex, 2012) Additionally, Sweden’s financial market has seen a major 

reduction in cash handling in bank offices. During the year of 2008, the Swedish parliament 

decided to remove the Swedish Cashier Service due to a decrease in customer demand for this 

specific service (Swedish Bankers’ Association, 2013f). With the development of the Internet-

based channels and the reduction in cash handling, there has also been a significant reduction 

in the number of employees throughout the various bank branches (Jouhkimow & Marklund, 

2012, p. 33). As a result of the decrease in over the counter transactions and bank offices, 

Sweden’s largest banks dismissed more than 3,530 work positions during 2012 (Neurath, 

2013c; Melzer, 2013). Furthermore, the development of the various Internet-based banking 

services has restructured the purpose of bank offices (Hansing, interview, 2013). Today, 

banks function more as advisory offices dealing with complicated offerings such as stocks and 

funds (Swedish Bankers’ Association, 2013a). As the banks’ services to the customer are now 

characterized by complex interaction between employees and customers, this change also 

means that banking is more reliant on customer relationships and trust (Bergeron & 

Rajaobelina, 2009, p. 360; Johannesson & Norström, 2012, p. 5). 

The developments within IT have resulted in new implementations for which banks have to 

find suitable strategies in order to properly address. With new implemented technologies, 

banks need to ensure that their employees are receiving proper training in order to enable a 

handling of these technologies. Through this training, banks are able to improve on the quality 

of the services provided to their customers via the various channels. (Jyothi & Jyothi, 2010, p. 

9.) Without support from bank managers, employees may not receive the tools necessary in 

order to accomplish their task (Rodriguez, 2012, p. 11). According to Mats Larsson 

(interview, 2013), IT development requires an increase in employee competence. This means 

that today, focus is put on understanding the quality and nature of a bank’s offerings as well 

as the techniques involved in delivering these services. Furthermore, in order to keep up with 

the constant developments in the banking sector, there is a need for employees with broader 

academic or professional backgrounds (Torstendahl, n.d). Those employees who used to work 

at the counter, who did not have sufficient academic background, are basically gone (Larsson, 

interview, 2013). Furthermore, it is claimed that managers perceive the need for effective 

communication to be higher today than during the past two years. The high pace of change in 

the banking sector has resulted in concerned employees, thus requiring better managerial 

communication. (SvD Näringsliv, 2013c.)  
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The technological developments have not only brought about several advantages for 

customers. Shareholders have also seen many benefits from this. The main change that IT has 

brought for shareholders comes in the form of information accessibility. Today, it is very easy 

and convenient for shareholders to obtain relevant and important company information via the 

Internet. Furthermore, the Internet has facilitated shareholders’ stock management as it is both 

cheaper, but also easier to perform this via the Internet. (Sandstedt, interview, 2013.) 

Accessibility and flow of information are also advantages for governments and supervisory 

authorities as IT has now enabled improved systems, which facilitate access to relevant 

information (Sandstedt, interview, 2013; Larsson, interview, 2013). However, the increased 

use of IT also has its disadvantages. Prior to major technological developments, the 

inspections of banks were performed on location. Today, although this process has become 

more effective, it has also resulted in rather standardized procedures. As for a bank’s 

managers, IT development has brought about both positive and negative effects. If company 

outcomes improve as a result of new IT implementations, managers will likely receive a better 

bonus and a higher salary. However, if these implementations were proven to be unsuccessful 

for the company, managers as well as shareholders will suffer as a result of the fact that their 

profits will decrease and their dividends will not be as high. When considering competition, 

IT development has resulted in banks having to keep up in order to maintain their position in 

the market, meaning that all banks must act according to the new technology. (Larsson, 

interview, 2013.)  

 

4.4 Generation Shift according to Newspapers 

For the five-year period selected for the scanning of newspapers, several articles were found 

concerning shifts in generations amongst customers, even though contemporary issues such as 

financial crisis and regulation occupy large amounts of news coverage.  

According to TT (2012b), the upcoming segment that is Generation Y is very demanding. As 

this generation has grown up with technology, this segment is demanding that their companies 

offer Internet services and flexibility in order to allow for consumption to occur at any place 

and at any time (J. A., 2012; Bergkvist, 2009a). Furthermore, it is shown that Generation Y is 

a very homogeneous segment. With the technology available for these customers, they are 

stated to have access to a lot of information, which they use to their advantage when 

interacting with their companies. (TT, 2012b; J. A., 2012.) This availability of information 

through technology allows for this customer segment to express themselves in social media, 

potentially damaging a company and its reputation (TT, 2012b). Additionally, Generation Y 

knows that they have various options when choosing a bank, and will most often be a 

customer at multiple banks (Victorin, 2011; Nandorf, 2010). 

Articles in the various newspapers show that the demand of the upcoming customer segment 

differs from the previous segments to a great extent. As of this, banks are forced to adapt their 

offerings to match the needs and demands of these customers. With the majority of bank 

customers making use of credit cards, Internet and telephone banking for performing their 

day-to-day errands, three out of Sweden’s four largest banks have abolished cash handling in 
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most of their bank offices, making Handelsbanken the only major bank that still provides their 

customers with over the counter cash handling (Flores, 2012; Dahlberg & Neurath, 2012; 

Gustafsson & Magnusson, 2013). According to Anna Sundblad, cash handling in banks has 

been reconsidered and abolished due to a change in demands and behavior amongst customers 

(Gustafsson & Magnusson, 2013). Additionally, it is stated that the environment, costs and 

safety are three factors that work towards the favor of cash abolishment (Dahlberg & Neurath, 

2012; Flores, 2012; SvD Näringsliv, 2013a). However, a cashless society does not only bring 

about positive responses (SvD Näringsliv, 2013a). A research performed by The Swedish 

Quality Index shows that the removal of cash handling at many bank offices was a factor that 

decreased the satisfaction amongst customers (Jakobsson, 2012). According to newspapers, it 

is mainly the older customer segment, which is used to retrieve cash from over the counter, 

that are protesting against credit cards as they perceive ATMs to be risky and uncomfortable 

(Flores, 2012; Dahlberg & Neurath, 2012). 

 

4.4.1 Generation Shift and Stakeholders 

In today’s dynamic financial market, banks are constantly trying to develop their services and 

offerings so that it matches the demand of customers. As of this, many of the Swedish banks 

are starting to abolish cash handling in their bank offices. Specifically, the majority of the 

largest banks are moving swiftly towards phasing out cash. This is stated to be due to the fact 

that the abolishment decreases the level of cost, increases safety and also reduces 

environmental impact. This development is considered to be a natural course of event, as the 

demands of customers are altering as a result of generation shift but also the increased use of 

electronic sources. With these actions, the banks are able to use their offices for the much 

desired counseling rather than easily exchangeable activities such as the handling of cash. 

(Lindqvist, 2012; Dahlberg & Neurath, 2012; Ericson, 2012, Eriksson, interview, 2013.)  

A study conducted by Cisco's Internet Business Solutions Group showed that Generation Y 

would be comfortable dealing with a bank exclusively via virtual channels. However, when it 

comes to complex transactions, customers would choose to visit a bank office. This means 

that bank offices are still important when it comes to transactions other than those routine 

day-to-day errands. (Crosman, 2010.) In order to focus on further operational development, 

the banks are realizing the importance of dealing with the demands of the new, upcoming 

customer segment; the young population (Bodinger, 2013). When considering today’s 

customers, it can be stated that they are more demanding than previous generations. As 

Generation Y is the first generation to grow up with the Internet, banks must alter their 

delivery channels to match the needs of this high-tech customer segment in order to ensure 

that their demands are efficiently met (Grosz, n.d.; TT, 2012b; Estep, 2013). In order to attract 

the latest generation of customers, banks must implement strategies for Internet and telephone 

banking (Bomser, 2011). Furthermore, banks must ensure that their employees are well-

trained as today’s customers have access to very much information via the Internet and expect 

their bank to have the same (Estep, 2013).  
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A shift in generations has mainly affected a bank’s relationship to their customers (Larsson, 

interview, 2013). As this upcoming segment will grow to become more substantial and 

important, the requirement for implementing strategies for technological delivery channels 

will thereby also continue to increase (Eriksson, interview, 2013). As a result of the new 

customers’ demands, banks have altered their offerings and operations, the reduction in bank 

offices and cash handling being one alteration that has occurred as a result of this. However, 

many older generations do not appreciate this as managing bank errands via Internet functions 

becomes of great difficulty for them. (Sandstedt, interview, 2013.) As the technological 

development has progressed rapidly, the older generations have been forced to quickly accept 

and adjust to these new channels and those customers that formerly had a traditional 

relationship with their banks and were used to retrieve cash from over the counter, have now 

been forced to realize that this is no longer possible (Larsson, interview, 2013).  
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Figure 4: Compilation of Stakeholder and Environmental Factor Challenges 

5. Analysis 

 
This chapter contains the analysis of the findings and results in relation to the conceptual chapter of the thesis as 

well as strategies for addressing identified bank challenges. 

 

5.1 The Compilation of Stakeholder and Environmental Factor Challenges 

Banks need to keep in mind that changes in their environment may alter their relationship to 

stakeholders (Zineldin, 1992, p. 21). In Figure 4: Compilation of Stakeholder and 

Environmental Factor Challenges, all challenges recognized through the previous headings of 

the findings and results chapter have been compiled in order to clearly depict the current 

challenges concerning bank operations.   
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5.2 Crucial Bank Challenges 

Based on recurrences in newspapers, responses from interviewees involved in the banking 

sector and reappearances in other updated sources, certain challenges can be deemed of 

greater importance than others for banks to manage in the sense that these may possess higher 

influence over a bank’s operations, thus also having the power to affect the future outlooks of 

the bank. In contrast, some of the identified challenges become of less importance, as these 

are circumstantial as well as much less acknowledged through the various sources.  

If banks do not manage to properly address the majority of the crucial challenges, they may be 

faced with greater threats. When considering these challenges, there are certain factors that 

will affect how the banks function internally, with regards to the relationships between 

various levels in the organization, whilst other factors concern external elements, where the 

banks operations are affected by the initiatives and actions of other shareholders and 

organizations. However, to allow for a logical structure that coincides with the previous 

chapters of the thesis, these challenges have been analyzed with a basis in the four 

environmental factors, where only specified relationships and the most crucial challenges are 

included.  

Due to the fact that the environmental factors not only impact the banks’ operations directly, 

but also have a great impact on the relationship between banks and their stakeholders, it is 

essential that banks actively explore their relationships with all stakeholder groups (Freeman 

& McVea, 2001, p. 5). When planning and deciding on strategies for addressing the changes 

caused by environmental factors, it is of great importance to include and consider every 

stakeholder’s reaction. For this reason, there is a need for a complete overview prior to 

designing and implementing strategies. As the managers in the banking sector represent the 

bank, its goals and its needs, it is up to this stakeholder group to maintain, handle and nurture 

the relationships to the other stakeholder groups (Jones, 2007, p. 32; Freeman & McVea, 

2001, p. 5).  When considering the challenges for managers, it becomes difficult to identify 

specific challenges that concern them solely. As managers are the link between banks and 

their stakeholders, they automatically become involved and affected by all challenges within 

the matrix. There is always a risk involved for managers when considering the performance of 

banks. If a bank would perform poorly, there may be a replacement in management. (Larsson, 

interview, 2013.) For this reason, it is up to the managers of a bank to handle all challenges, 

even those not directly connected to and affecting themselves.  

 

5.2.1 Financial Crisis 

When considering the impact of financial crisis, the most crucial challenges relating to banks’ 

operations and the stability in the financial market are those relating to shareholders, and 

governments and supervisory authorities. With regards to the conditions concerning return 

on investments and dividends on the behalf of several stakeholders, the managers of banks 

have the difficult task of employing tactics, which leave no stakeholder dissatisfied (The 

Riksbank, 2013, p. 12). As has been stated previously, banks must minimally satisfy the 
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demands of each stakeholder group in order for them to feel willing to remain in a 

relationship with the bank (Jones, 2007, p. 32).  

When it comes to the challenges concerning a bank’s shareholders, newspapers, interviews 

and other data show that the main challenge occurs as a result of financial crises. As 

shareholders have invested in the organization, they will also have a certain degree of voting 

right, depending on the amount of shares they own (Norges Bank Investment Management, 

2006; Riley, 2012). With this in mind, banks should ensure that the shareholders are 

constantly informed and updated with regards to any new important occurrences within the 

company, thus allowing for an organizational setting which enables this stakeholder group to 

exploit their voting rights to the fullest. When considering this, in combination with the aspect 

of demands on high levels of return on investments, there are several value expectations in the 

mind of the shareholder, which banks must satisfy.  

As shareholders contribute with company capital, thereby making a direct investment in the 

bank’s operations, it is important that a banks, and their managers and directors, realize this 

stakeholder group’s expectations when considering dividends. This becomes necessary in 

order to maintain their interest in the bank as well as increase the willingness to contribute 

with further investments (Sandstedt, interview, 2013; Larsson, interview, 2013). However, 

during a financial crisis, banks and their managers may have difficulties in providing their 

shareholders with sufficient returns on investments. With regards to this, the challenge for 

banks lies in balancing the shareholders’ profits. If the profits are reduced to a very great 

extent, shareholders may no longer recognize any benefits from investing in the bank 

(Hansing, interview, 2013; Eriksson, interview, 2013). If this occurs and a bank’s 

shareholders were to withdraw their investments and support, banks will face the issue of 

finding new, suitable investors in order to keep their operations running.  

However, if previous shareholders perceive a lack of interest from the bank, it becomes of 

great difficulty for banks to attract new investors as a result of a damaged reputation. For any 

company, a withdrawal of investments may lead to an inability to satisfy the demands of other 

stakeholder groups, especially the employees and the customers as a result of insufficient 

means to improve on operations. On the contrary, if profits are too high, it may damage a 

bank’s legitimacy according to how their customers and employees perceive this high amount 

of return on investments. With this decrease in legitimacy, banks may also suffer from a loss 

of customers as a result of reduced trust and loyalty. (Larsson, interview, 2013; Sandstedt, 

interview, 2013.)  Therefore, the key tactic lies in the attempts to provide sufficient conditions 

for this stakeholder group whilst at the same time provide relatively equal conditions for all 

other groups concerned, so that none receives benefits that extensively exceed that of others 

and that could cause concerns with regards to legitimacy as well as fairness. As it would not 

be realistic to assume that there is a possibility of achieving anything similar to perfectly 

equal conditions, the managers and the banks must at least ensure that stakeholders feel like 

they have not been overlooked by them and their operations. As banks are dependent on every 

single relationship with stakeholders in order to manage financially, the concerns of any 

group feeling dissatisfied must not be ignored.  
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The banks are also facing great challenges when considering the connection between financial 

crisis, and governments and supervisory authorities. As of the continuously unstable 

economic conditions within the Eurozone area since the end of the global financial crisis, the 

government and the supervisory authorities on the financial market in Sweden are faced with 

the difficult task of maintaining a stable environment, with all this state entails. As the 

problems arising from the consequences of the specified financial crisis came to grow beyond 

expectations and calculations, the need for increased levels of risk management became 

apparent, in addition to clearer rules and boundaries with regards to actions and maximum 

capacity.  

From this, the Swedish banks have managed to reach a state in which they are more capable 

of handling stress as well as where they can offer the government and customers increased 

levels of safety and security. This indicates immense evolvement in terms of gaining a clearer 

perspective with regards to what specific factors need to be controlled in relation to the 

banking sector in order for the financial market to function properly at a time of distress. 

(Sandstedt, interview, 2013; Larsson, interview, 2013.) Much of this improvement is due to 

the fact that the European rules for capital adequacy were analyzed and thereafter taken a step 

further, as to adjust them to the conditions of the Swedish financial market in order to reduce 

the risk of the country becoming exposed to major issues in the occurrence of a future 

financial crisis (Sandstedt, interview, 2013; Larsson, interview, 2013; Norman, 2012). Even 

though these improvements allow for a positive outlook with regards to future activities, the 

banks, and the governments and supervisory authorities must attempt to continuously evolve 

when considering security aspects in order to maintain the current level of control.  

As the banks, government and supervisory authorities all share a common goal; to create and 

maintain a stable and profitable financial market, the managers must ensure to nurture this 

relationship, both with regards to trust, collaboration and understanding. (Larsson, interview, 

2013.) The government and the supervisory authorities are the ones responsible for ensuring 

the country’s stability during a time of financial crisis and in order to facilitate the process for 

this stakeholder group, banks have to incorporate strategies for monitoring their own 

operations closely, in terms of levels of liquidity and procedures for business, as well as 

ensuring the continued steadiness of their customers services and investments.  

Even though it has been determined that the Swedish banking sector managed to avoid direct 

involvement in the Eurozone crisis, the indirect effects of the long-term instability that is now 

controlling that market manages to cause certain amounts of impact on the domestic market in 

terms of reduced levels of growth and stability (Sandstedt, interview, 2013). In order to avoid 

this impact from becoming so extensive that it influences the behavior and opinions of the 

various stakeholder groups, the banks must ensure to remain updated in terms of alterations 

on the unstable markets around the world, as early reactions and responses reduce the risk of 

damaging effects. By implementing this kind of proactive behavior, the banks may also 

encourage feelings of trust on behalf of previously doubtful stakeholders. With the existence 

of this type of trust amongst the actors on the financial market, the relationship between 

banks, and government and supervisory authorities has the power to function as a great tool 
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for maintaining constant stability, with regards to the country as a whole as well as its 

financial environment.  

 

5.2.2 Competition and Regulation 

When considering the impact of competition and regulation, the stakeholder relationships that 

cause the most crucial challenges that banks must handle in order to maintain stability 

amongst the various levels of the organization are those relating to customers, competitors, 

and governments and supervisory authorities. 

With regards to customers, the banks face a great amount of challenges that have the 

potential of influencing their operations to a great extent. If considering the profitability of the 

banks, there are difficulties in determining the suitable amount of dividends to be awarded to 

employees and shareholders without losing legitimacy in operations as well as customer’s 

trust as a result of lowered interest on transaction accounts and increased rates with regards to 

mortgage loans. Presently, the differences between the low interest rates and the zero interest 

rate on transaction accounts is what allows the banks to generate their profits, but also creates 

an unfavorable condition with regards to the relationship between the banks and their 

customers. (Larsson, interview, 2013.) Due to this, the managers of the Swedish banks ought 

to ensure that the demands and the requirement of their customers are given sufficient room 

with regards to their strategy of operations (The Riksbank, 2013, p. 12).  

As the trust, in combination with the service provided and the cost of the services, are the 

determining factors when customers consider their choice of banks, it is up to the managers to 

incorporate tactics and approaches in which this trust is promoted. When acquiring new 

customers, the banks promise to attend to their services and to ensure that they receive 

appropriate treatment as well as value for their money. Even though the service encounters 

and physical reception is of great importance in order to maintain the customers, the keeping 

of actual promises is equally important. When the customers expect to receive value for their 

money in terms of beneficiary interest rates, lowered mortgage rates and higher savings rates, 

the managers should ensure that the banks comply with given promises (Financial Sector 

Union of Sweden, 2013, p. 2). Even though profitability is determined based on margins and 

that this tends to result in less favorable conditions for the customers, the conditions must 

alter so that the promise for customers to benefit from using the bank’s services becomes 

reality. 

As the offerings and the tactics of the banks are becoming homogenous, service, trust, loyalty 

and cost are becoming the determining factors in ensuring the profitability and success of the 

bank by maintaining customer share (Jyothi & Jyothi, 2010, p. 8; Rodriguez, 2012, p.10). 

Since the financial crisis of 2007-2009, the customers’ trust in banks has decreased 

significantly, causing the loyalty between themselves and their bank to be reduced as well. 

This lack of trust causes additional friction in the relationship between the banks and their 

customers, and in combination with their belief of not receiving value for money, this has 

become an issue that the banks must manage. (Rolfer, 2012; Norman 2012; Larsson, 

interview, 2013; Hansing, interview, 2013.)  
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When considering competitors and thus competition within the Swedish banking sector, the 

domestic competition can be considered to be relatively low. An increasing number of actors 

are attempting to overtake customer shares from the four largest banks, which still possess the 

greatest amount of market share, where niche banks are the greatest competition as of their 

attempts to press prices on the market. (Econ, 2007, p. 10; Sandstedt, interview, 2013; 

Jönsson, 2012; Hansing, interview, 2013.) Despite this, the financial interdependence amongst 

the Swedish banks interlink their operations on various levels, causing additional issues with 

regards to competition, where the problems of one bank can spread to others both 

domestically as well as internationally (Isskander, 2008).  As banks are in need of a certain 

amount of support from each other in order to manage their financial activities yet wish to 

perform to their best ability with regards to customer share and profitability, the managers of 

the banks have the task of overseeing the so called collaboration between themselves and their 

competitors.  

As of the cohesive behaviors within the banking sector resulting from the currently global 

financial market, the general caution amongst the Swedish banks implies a situation where 

competition cannot peak. The cohesiveness amongst the banks with regards to interest rates 

and such aspects show that no actor wishes to deviate with regards to actions or behavior, to 

act opportunistic, causing a competitive situation for which both positive and negative 

characteristics can be derived. (Norman, 2012; Neurath, 2013e.) With regards to these mutual 

interests of the banks, there is a risk of entering into a state of collaboration; a state which is 

highly discouraged and unwanted on the behalf of the government and the customers. If these 

risks were to become reality, the situation may cause harm to the banks’ relationship with 

multiple stakeholders, government, customers and shareholders included. Uniformity may 

provide benefits for the banking sector in terms of stable conditions where the actions of the 

actors can easily be predicted and thus managed by the authorities. In cases where the 

collaboration amongst actors extends too far however, the market is likely to transform into an 

environment where monopolistic behavior is apparent and where only the already strong 

actors have the power to influence conditions as well as offerings. Thus, the banks have the 

difficult task of finding a balance between a common view and collaboration, where the 

trustworthiness of the market will not be affected and where there is still room for at least a 

slight amount of competition between the various actors. Even though the competition 

between the actors in the Swedish banking sector is currently considered to be low, the banks 

and their managers must ensure that it does not reach below levels that can be considered 

acceptable as well as manageable. 

Presently, the actors on the financial market tend to employ certain amounts of collaboration 

with regards to adjusting to the situation on the market and to comply with the directions of 

the government without these having to become legitimated. This kind of relationship could 

be considered beneficiary as it allows for an efficiently functioning banking sector without 

enforcing increasing amounts of regulation. (Larsson, interview, 2013.) During this kind of 

market condition, the banks maintain a minor operational freedom where they have the 

possibility of adjusting their initiatives to match their specific company culture ever so 

slightly. However, in situations where the behavior of an entire market is too uniform, there is 
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also an increased risk of it transforming into an environment where the already strong actors 

will remain ahead. Such a transformation may occur as a result of the fact that the offerings of 

other smaller providers may not be able to provide benefits sufficient enough to encourage a 

switch of provider, as of the small margins between the actors. This process may cause 

difficulties for new actors to establish themselves on the market.  

In addition, a uniform market may also cause high levels of risk with regards to situations 

where actors were to implement swift or drastic changes, as the previous cohesiveness 

amongst the actors would create an unstable and chaotic situation in times of distress. 

Furthermore, an attempt to hastily regain balance in the market by trying to enforce similar 

conditions after the implemented change may end up having a directly negative impact on 

customers’ conditions. As of the risk of facing either outcome as a result of cohesiveness 

amongst the various actors on the market, banks must consider whether or not they perceive it 

to be worth sacrificing a certain degree of competition in order to ensure that the market 

maintains its position as credible and stable on which investors are inclined to conduct their 

business. 

The Swedish banking sector has been facing lowered degrees of trust on behalf of the 

customers since the effects and results of the 2007-2009 financial crisis became public and the 

articles retrieved from newspapers show that especially the four largest banks are faced with 

increasing numbers of customers feeling the urge to transfer their services to another bank. In 

contrast to the past in which banking was considered a business of tasks and tools, today, it is 

more commonly recognized as a business based on human performance and interaction 

(Donnelly Jr. & Skinner, 1989, p. 26). This means that banks have the difficult task of 

building strong customer relationships that are not negatively influenced by low levels of trust 

or a lack of understanding of customer needs in order to maintain their competitive advantage 

in the market.  

With regards to swaying levels of trust between themselves and their customers, banks must 

also consider the difficult issue of determining by what means and to what extent the 

customers ought to be receiving value for the money they have contributed to the bank. As of 

now, the customers are the stakeholder group which has been forced to suffer most obviously 

from an increase in costs on the behalf of the banks, in the form of unfavorable interest rates 

and return on transactions. In Sweden, the banks adjust their financial conditions to match the 

level of the repo rent, where this value functions as a means of control when calculating to the 

minimal amount of money that has to be paid to the Riksbank and other lenders, with regards 

to the banks’ own interests on loans before estimating profits. Within the banking sector 

today, banks generate their profits with regards to the differences between the low interest 

rates and the zero interest on transaction accounts. (Larsson, interview, 2013.) However, as 

can be determined by studying recent newspaper articles, the profits of the banks are currently 

high, where the shareholders and owners appear to receive substantial dividends, even though 

the banks’ customers still face undesirable conditions (Stockholm TT, 2013a). In order to 

reduce the level of impact on the relationship between the banks and their customers, the 

banks ought to decrease the gap between these two interest rates in order to ensure the 

willingness of conducting savings within the banking sector.  
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As Ranashina (2012) states, today’s customers require companies to meet their needs and to 

provide value through their services. By understanding that this new customer group conducts 

informed purchases, with regards to them performing research prior to engagement with 

companies, the banks have the opportunity of saving themselves the trouble of attempting to 

sell themselves and their offerings to a segment which is not interested in tactics of that sort. 

As new customers enter into a relationship with an idea of what they wish to purchase, banks 

ought to treat them accordingly. (Ranashina, 2012.) If engaging in two-way communication 

between themselves and their prospective customers, showing understanding of the situation, 

their problems and their requirements, the banks are well on their way towards establishing an 

initial level of trust as well as an upper hand in relation to their competitors, even though this 

trust has to be nurtured and properly handled throughout the duration of the relationship.  

As of late, customers have become increasingly aware of the alternatives available within the 

banking sector, directly impacting their behavior and their demands towards their service 

provider. In recent times, companies with well-established and well-known brands have 

introduced own financial services functions within their corporate groups, using their brand 

image to promote loyalty and overtake customer shares. (Harrison, 2000, p. 29.) An example 

of such an establishment is ICA Banken, whose customer base consists of approximately 

60,000 students, serving one sixth of the students in Sweden. This is, according to them, a 

result of them being a modern bank that customers can come into contact with swiftly. 

Additionally, for the technological generation, they held the advantage of being the first bank 

to launch a smartphone app for bank services. (Bodinger, 2013.) As of their success amongst 

this generation, it is likely that this bank has managed to structure their offerings so that they 

form sufficient appeal to convince the customers to either switch banks or to use their services 

in addition to their previous bank. 

Based on this fact, it can be stated that no matter which out of the two reasons causing the 

change in behavior, the customers have perceived the offerings of their bank to be insufficient 

in order to meet their demands and needs and thus attempted to assert these services from 

another provider. Due to this, it can be stated that the Swedish banks need to maintain insight 

with regards to the offerings of their competitors and attempt to determine what activities they 

perform differently that causes interest on behalf of the customers, and to perform 

countermeasures in order to maintain the loyalty of their current customers. This does not 

only apply to the competitive financial actors, but also other companies that may come to lure 

customers by the usage of superior technology, service providers such as Google and Telecom 

operators in particular (Grundberg Wolodarski, 2012b). 

With regards to the issues concerning competition and regulation in relation to the 

government and supervisory authorities, this stakeholder group has been operating on low 

intensity where certain aspects of control have been decreased. This is stated to be due to the 

fact that the government and the supervisory authorities have managed to gain a clearer 

perspective with regards to what specific factors need to be controlled, such as stress tests, as 

well as an improved dialog between them and the banks, so that they remain constantly 

updated (Larsson, interview, 2013; Sandstedt, interview, 2013).   
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As a result of the fact that the banks, government and supervisory authorities intend to strive 

towards similar goals and share common interests, the stability of this relationship becomes 

logical as well as crucial (Larsson, interview, 2013). Even though the government and the 

supervisory authorities are the ones responsible for ensuring the country’s stability during a 

time of financial crisis, it is up to the banks to ensure that this process is accomplished a 

swiftly as possible. To achieve this, the managers must ensure that their operations remain 

well-functioning in terms of appropriately selected and implemented standards for procedures, 

ensuring speedy responses to new regulations and directives. If the managers and banks 

manage to act immediately, or at least swiftly, the risk of new regulations becoming 

overpowering and excessive is significantly reduced. Through these initiatives, the banks can 

ensure that the instated regulations on behalf of the stakeholders may be complied with, 

guaranteeing a simple and smooth transit between the current and the desired state of 

operations. If taking immediate actions, there is a chance of lowering the risk accompanying 

newly implemented regulations on behalf of the banks. In addition to this, a functioning 

relationship between the banks and the authorities also allows for an environment in which all 

directives do not necessarily have to become legalized. If the managers act appropriately and 

show clear understanding of the authorities’ directives, the banks may maintain certain 

amounts of liberty when considering operational behavior as long as the core issues are solved 

by sufficient action.  

As can be determined through various sources gathered for this thesis, the Swedish market is 

unfortunately not only dependent on the situation in the domestic market but also affected 

indirectly from the events occurring in other parts of the world, as a result of the acquisition 

of capital from international markets (Direkt, 2013; Tuvhag, 2013b). Where political 

uncertainty, social crises as well as continued recession governs, the Eurozone will struggle to 

regain its stability with regards to the coming years, causing significant reductions with 

regards to predicted growth (Lundin, 2013). If the foreign banks will not regain their ability to 

support themselves and to foster prosperity, there is a risk that the confidence and the trust in 

the banking sectors are significantly reduced on a global scale, where this situation increases 

the risk of higher levels of uncertainty amongst customers as well as investors. With regards 

to the Swedish market, the authorities must therefore ensure that the financial market is 

sufficiently regulated, by proceeding completely with regards to this market’s preconditions 

and not those of the Eurozone. The government must provide conditions in which the banks 

have the prerequisites of remaining self-sufficient and thus increase the chances of them 

maintaining a relatively high level of stability, enabling customer trust. Similarly, there is a 

need for ensuring that the lack of faith in the banks on behalf of the population of the 

Eurozone does not affect the perceptions and opinions of the Swedish population, as this 

could potentially lead to a state of panic amongst customers.     

With regards to the importance of this relationship between banks and this stakeholder group, 

there is a need for achieving a balance with regards to regulations and cooperation, a middle 

ground, where the issue is to implement sufficient amounts of regulations. This in order to 

increase the probability of the sector surviving a financial crisis but also to ensure that the 

amounts of regulations do not exceed to such a high level that Sweden has to suffer too strict 
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laws and lose ground on foreign banks, in comparison to which the reliability of Swedish 

banks are significantly higher; commonly acknowledged by foreign investors. The balancing 

of this issue is something that has become increasingly clearer for the actors on the Swedish 

financial market, in terms of determining which specific elements need to be controlled with 

regards to the banking sector in order for the financial market to function properly at a time of 

distress (Larsson, interview, 2013).  

Yet another balancing issue is related to the relationship to this customer group, namely that 

of competition and its impact on customers. In order to form a financial market in which 

customers have faith in the financial system, the market conditions must allow for the 

customers to feel as if they possess some amount of power with regards to their relationship 

with their service provider. To manage this, the authorities must ensure that the process of 

terminating the relationship with the provider does not cause so much trouble that customers 

refrain from it. As can be stated through the contents of the collected newspapers, customers 

currently perceive this process to be intricate and thus remain in the relationship even though 

they may be dissatisfied with the bank and its offerings (Norman, 2012; Neurath, 2013e). This 

issue risks causing an environment in which banks do not necessarily feel the need to improve 

their services as they are of the conviction that the customers will maintain their services with 

their bank regardless of their dissatisfaction, potentially leading to the standards of the 

offerings and the service provided becoming lower than its highest level of potential.  

With regards to this, there is a need on the government’s behalf to achieve an improvement 

with regards to the power of the customer on the financial market, both nationally as well as 

internationally. The prospective risks of increased competition have to be considered when 

altering the conditions though. In situations where banks feel the need to compete 

substantially, the risk of unfavorable behavior being employed to gain advantages compared 

to other actors in the market is significantly increased. If this were to occur, the customers’ 

opinion of the financial market would likely come to be governed by predominantly negative 

apprehensions. With regards to this situation, the challenge is to empower the customers, 

allowing them certain amount of leverage in relation to the banks, whilst ensuring that the 

banking sector is governed by sufficient regulation so as to avoid undesirable conditions.  

 

5.2.3 Technological Development and Generation Shift 

When considering technological development and generation shift, the challenges caused in 

the relationship with employees and customers should not be underestimated. As it has been 

proven through the articles retrieved as well as the responses from interviews that the 

technological development and generation shift have closely connected impacts on bank 

management, these environmental factors will be addressed in a combination. Furthermore, as 

technological development and generation shift cause concrete issues with regards to demand, 

there are also more concrete alternatives as to how banks can manage the challenges of these 

factors. It has been stated that both technological development and generation shift will 

continue to progress and have a great impact on the Swedish banks and therefore, there is a 

need to implement and improve on strategies in order to counter and stabilize the 

consequential impacts of these environmental factors.   



50 

 

The changes caused by these environmental factors require employees to adapt their skills to 

match new service offerings. The shift in generation has resulted in banks altering their 

offerings to include services that are of a high-tech nature and that suit the demands of today’s 

customers (Grosz, n.d.; TT, 2012b; Estep, 2013; Bodinger, 2013). Similarly, with the 

development of IT, companies have implemented new technological systems that require new 

rules and procedures when considering the handling of services (Jyothi & Jyothi, 2010, p. 8; 

Larsson, interview, 2013; Davis, 1985, p. 131). As of this, it becomes of great importance for 

employees to be well-trained and educated in order for them to manage the services and the 

technologies involved in delivering these services (Larsson, interview, 2013). As motivated 

employees are an essential foundation required for organizational members to perform 

according to company goals, one of the primary responsibilities of a manager is to provide 

conditions that enable this stakeholder group to do their best work (Donnelly Jr. & Skinner, 

1989, p. 12; Katzenbach, 2006, p. 61).  

It has, through this thesis, been identified that the main challenge for banks is to ensure 

appropriate training due to the increased requirements for employee competence and 

knowledge as a result of technological advances and focus on counseling (Larsson, interview, 

2013). Without sufficient training, the bank’s employees will have difficulties when 

interacting with customers as a result of a reduction in the quality of service encounters. A 

direct consequence from a decrease in the quality of customer interactions is that it may 

eventually lead to dissatisfied customers and ultimately a lack of trust and company loyalty, 

meaning that these encounters play a large role when determining the success of a bank 

(Jayawardhena et al., 2007, p. 576). If managers find suitable strategies for ensuring employee 

commitment towards training, they will be able to ensure an increase in the quality of service 

encounters. With this, the bank will ultimately manage to increase the level of customer 

satisfaction and loyalty, measuring up to previous insufficiencies as a result of financial 

crises. In order to enable this, banks and their managers should actively promote and 

encourage personnel training through the sponsoring and introduction of educational 

strategies during working hours.  

An additional impact that IT development has had on the personnel of a bank is the fact that 

technology has resulted in customers running bank errands via Internet functions, thus 

reducing their visits to the bank branches. As of this, there has been a reduction in bank 

offices and thereby also a reduction in employees. (Rex, 2012; Neurath, 2013c; Melzer, 

2013.) When considering personnel cutbacks, this may lead to banks loosing very valuable 

competence and potentially, they may even face a lack of sufficient knowledge within their 

company. With this, a bank could eventually suffer from an insufficiency in personnel 

knowledge that is necessary in order to properly manage changes in the environment. When 

change occurs, banks may recognize a need for implementing new methods and strategies that 

require extensive employee knowledge. This requirement may result in a necessity to hire 

new personnel in the form of those that do not require permanent employment, such as 

students and hourly workers, as a result of the bank’s uncertainty in future outcomes and 

change. A direct consequence from a bank’s perspective is the overall reduced competence 

and knowledge within the company. Furthermore, the hiring of new personnel also requires 
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that banks enable an organizational environment that future employees perceive as attractive. 

If this is not achieved, the degree of competence within the personnel will be reduced further 

as a result of the bank being perceived as an unattractive employer.  

Due to the shift in methods of conducting bank errands introduced by the IT development, the 

customers have also altered their way of handling their relationship to the banks (Jouhkimow 

& Marklund, 2012, p. 7). Although the older generations still using the services of the bank 

wish to maintain the traditional methods, where cash handling, over the counter relationships 

and face-to-face interactions governed, the new, younger population prefers to make use of 

electronic tools, such as credit cards, the Internet and telephone banking, to accomplish their 

banking activities (Sandstedt, interview, 2013; Torstendahl, n.d; Zineldin, 1992, p. 7). As of 

this conflict of interest, there is a necessity to balance the needs of multiple generations, so 

that all customer segments receive the service they require, both with regards to the bank’s 

offerings as well as their way of performing business. In order to maintain the crucial 

relationship with their customers, managers must ensure that the bank’s initiatives and actions 

correspond to the demands of this stakeholder group. As the majority of today’s customers are 

no longer demanding bank branches for communication as well as for running errands, banks 

must consider the fact that Internet functions are in the forefront with regards to choice of 

communication tools. This means that Internet functions must be developed, whilst still 

considering the importance of bank branches for the older customer segments. Furthermore, 

as the abolishment of cash is inevitable, it is of great importance that banks encounter this 

development in a pace and manner that allows them to maintain a good reputation as well as 

satisfied customers (Hansing, interview, 2013).  

It is stated that mobility in delivery channels is becoming the dominant choice for customers 

performing routine errands (NextMedia, n.d.). As of this, channels such as Internet and 

telephone banking are, and may become even more, dominant tools for running errands. 

Furthermore, today’s customers demand speed and convenience both in their banking errands, 

but also in their interactions with their bank. For this reason, it is important that managers 

recognize the need to enable a dialog with their customers on their own terms. As the younger 

generation is tech-savvy, they also expect their surroundings to embrace technology, their 

banks included (Ghaddab, Jonsson & Lindfors, 2013, p. 17). As a result of new customer 

demands, adaptation of services in terms of increased flexibility, convenience and speed, 

becomes of great importance for strategy planning. 

Additionally, Internet has provided customers with access to a lot of information, which they 

use to their advantage when interacting with their companies (J. A., 2012). With this, 

customers also have the power to assess and compare banks in order to find the provider that 

meets their demands to the greatest extent (Zineldin, 1992, p. 7; Hansing, interview, 2013). A 

reoccurring notion is the fact that there are varying perceptions when it comes to the 

switching of banks amongst customers. On the one hand, it is stated that customers, and 

especially Generation Y, will quite often make use of multiple providers (Victorin, 2011; 

Econ, 2007, p. 58). On the contrary, it is also stated that customers have very stable 

relationships with their bank, meaning that switching banks is not too common (Larsson, 

interview, 2013; Norman, 2012). In order to maintain a stable relationship with customers, 
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banks ought to ensure that there is a high level of trust and mutuality in order avoid their 

customers switching provider. As a result of today’s tech-savvy customers’ access to a great 

deal of information, customers are also demanding that their banks are able to possess a high 

level of information in order to address their concerns.  

Furthermore, the availability of information through technology allows for Generation Y to 

express themselves in social media, reaching a great amount of people (TT, 2012b). For this 

reason, managers must take into consideration the power that this customer segment holds 

over them in terms of spreading complaints via the Internet, potentially damaging the bank’s 

reputation. (TT, 2012b.) As of this, complaints regarding a bank’s services become more 

crucial to monitor and address in order to maintain a well-established reputation, with regards 

to the perception of both current and potential customers (Decker, 2012, p. 22). If complaints 

are not properly dealt with, these may reach the millions of Swedish Internet users in seconds, 

affecting the trust between the bank and its current and potential customers (Elvelid, 2012). If 

however the bank manages to properly address customer complaints in a speedy and efficient 

manner, they will more likely be able to discontinue the spreading of these complaints before 

they turn into unmanageable accusations (Pierre & Russo, 2012, p. 29). Furthermore, banks 

and their managers ought to value these complaints as they indicate errors and where 

improvements can be made (Barlow & Møller, 1997, p. 14).  

In addition to these issues, the younger customers are starting to demand all of their service 

providers to include ethical behavior initiatives in their offerings and operations, by getting 

involved in social and environmental issues that go beyond what is demanded by law 

(Ghaddab, Jonsson & Lindfors, 2013, p. 1; Bergkvist, 2009a). Due to the reduction in trust, as 

a result of the financial crisis and the negative effects of the consequences on customers, 

banks may, through engaging in ethical behavior, potentially restore the relationships and 

thereby also the lack of trust. With the increase in knowledge that comes with the accessibility 

of information, banks ought to keep in mind that their actions become visible throughout the 

Internet. As of this, banks ought to engage in and implement strategies for ethical behavior in 

order to establish a reputation that will attract customers as well as other stakeholders.  
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6. Conclusion and Recommendations 

This chapter contains the conclusions from the thesis as well as a summary of proposed recommendations. 

 

In accordance with the opinions and assertions of the journalists and experts selected for this 

research, the Swedish banking sector has been facing considerable challenges as of the last 

five years. Even though the Swedish banking sector has been the focus for this study, this 

market’s interrelationship with the rest of the world has caused a need to realize the effects of 

the international economies. As of the turbulence prevalent in many financial markets 

throughout the world, the last couple of years have caused great changes for bank operations. 

For the Swedish market specifically, the recent times of financial crises has altered the 

situation to a great extent. The indirect impact of the Eurozone crisis is continuously causing 

alterations in terms of lowered amounts of financial growth. In order to minimize the risk of 

the country of Sweden entering into as a negative spiral as during the 2007-2009 financial 

crisis, the government and supervisory authorities realized the need to restructure the market 

and reinstate substantial amounts of regulation. To maintain stability, it is of great importance 

that banks manage to comply to and adjust their operations to suit the new situation arising 

from these regulations relating to the state of financial instability. By this process, the banking 

sector of Sweden possesses the tools necessary to rebuild trustful relationships with 

stakeholders whilst at the same time attempting to create a stabilized and adjusted financial 

market.  

When considering financial crisis, the most crucial challenges for the banks to address are the 

ones concerning shareholders, and governments and supervisory authorities. As shareholders 

contribute with direct investments, banks ought to find a way to balance this stakeholder 

group’s dividends so as to ensure further operations, as a result of continuous support on 

behalf of this stakeholder. Similarly, the banks have the difficult task of aiding the 

government and supervisory authorities in maintaining stability in the financial market by 

closely monitoring the level of security of their own operations as well as that of the 

customers’ services and investments. The issues relating to financial crisis also affect the 

banks in terms of effects on competition and regulation, influencing additional challenges that 

are crucial to manage in order to certify survival. With regards to this environmental factor, 

the banks face the greatest challenges from customers, competitors, and government and 

supervisory authorities. In order to ensure stability, there is a need for reaching a state in 

which the sector manages to balance competition and cooperation so as to promote a healthy 

environment, including appropriate standards for procedures in order to cope with regulations. 

Without a proper balance, banks may face challenges in terms of the internal stakeholders 

receiving too high levels of dividends, threatening the legitimacy of the business and losing 

customer trust due to a lack of appropriate treatment and monetary benefits.   

In addition to the impact of financial crisis, and competition and regulation, the technological 

development in this market has introduced additional challenges that are crucial for the banks 

to manage when considering their relationship with employees and customers. The effects 
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resulting from technological development has led to a restructuring in the delivering of bank 

services, which in turn has had multiple effects on banks’ operations such as the reduction in 

bank branches and consequentially an increase in personnel cutbacks. With technology as the 

main tool for customers’ performance of routine errands, banks have been able to adapt their 

offerings so as to focus more extensively on counseling, a service that requires extensive 

employee knowledge and direct customer interaction due to its nature and complexity. This 

alteration has resulted in a need for banks to provide appropriate employee training.  

Much like the technological development, the ongoing generation shift has resulted in banks 

altering their offerings in order to allow them to meet the demands of various segments. With 

this, the new customer demands have also affected the means by which the banks deliver their 

services as well as the characteristics of the offerings, as the upcoming Generation Y is 

demanding constant access and flexibility through Internet and telephone functions. This 

results in a necessity for banks to balance the needs of multiple generations, both those that 

require traditional service methods and those that demand technological initiatives. As of the 

continuing evolvements of both technological development and generation shift, there is a 

great need to constantly implement tactics that allow banks to counter and stabilize the 

consequential impacts of these environmental factors. One such impact is the increased spread 

of customer complaints, indicating a need for managing potentially harmful complaints and 

thus also the introduction of ethical initiatives.  

Based on the following conclusions, all of the four environmental factors are considered to 

result in challenges that have, are and will continue to have a great impact on the way in 

which banks operate and their relationships to the various stakeholder groups.  

 

6.1 Recommendations for Managing Challenges 

In a time of change, there is a great need to adjust the operations of an organization so as to 

suit the new market conditions. Even though many Swedish banks have already implemented 

strategies that deal with the major challenges resulting from the impact of the environmental 

factors, there is evidence that most of the challenges continue to influence the offerings of the 

banks. With a basis in this, it can be stated that the banks ought to attempt to continuously 

improve these efforts in order to keep up with the most recent alterations. Similarly, there are 

banks that have yet to incorporate actions for managing said challenges, indicating a dire need 

for strategic formulation and implementation. From the results of this study, it is possible to 

derive at a number of recommendations that the banks ought to consider in order to strengthen 

their future prospects.  

 Minimally satisfy the demands of each stakeholder group in order for them to 

feel willing to remain in a relationship with the bank. As the strategies for 

managing the environmental factors are supposed to suit all stakeholders, the banks 

ought to tread with caution.  
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 Increase the level of trust on behalf of stakeholders. Since the financial crisis of 

2007-2009, the trust in the banking sector has been significantly reduced. As trust, in 

combination with the service provided and the cost of the services, are the determining 

factors for the choice of provider or partner, banks ought to incorporate strategies in 

which this trust is promoted, such as relatively equal conditions amongst stakeholders 

and complying to given promises.  

 

 Keep track of changes in foreign markets. As the instability and occurrences of 

other financial markets have the capability of affecting the domestic market, banks 

ought to attempt to stay on top of alterations in order to prevent its impact on the 

stakeholders on the Swedish market. 

 

 Create circumstances that enable compliance to regulations. In order to promote 

market stability as well as maintaining healthy operations, banks ought to ensure that 

they implement suitable standards for procedures, ensuring speedy responses to new 

regulations and directives. 

 

 Oversee competitive balance. In order to avoid uncertainty and a financially unstable 

market, the banks ought to achieve a state in which the level of collaboration and 

competition amongst actors remain sound. 

 

 Continuously develop enhanced delivery channels. As of the demands of new 

generations, the banks ought to continuously develop new, and improved delivery 

channels, such as Internet and telephone banking, in order to achieve increased 

flexibility, convenience and speed.  

 

 Provide segment-adjusted offerings. As of the contemporary spread of customer 

segments, the banks ought to ensure the existence of various company strategies that 

are appreciated by all customer generations, such as a combination of technological 

and traditional services. Similarly, this segmentation and adjacent demands result in a 

requirement for banks to engage in ethical behavior.  

 

 Enable appropriate employee education. Due to the fact that the demands on the 

financial market are altering, the banks ought to provide their personnel with 

possibilities for training, so that they possess the skills and capabilities required for 

performing at the top of their ability. 
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6.2 Further Research 

When considering the topic of changes in bank operations as a result of influences from 

environmental factors and stakeholder groups, it is a highly contemporary issue which can be 

applied to almost every country in the world as a result of global effects of indirect impact. 

Though this specific study was conducted from the perspective of the Swedish banking sector, 

the topic at hand may be approached from multiple angles with regards to future studies. As 

was concluded through the findings of the study, the crisis of the Eurozone area is likely to 

continue and to spread to other countries within the area but also to the rest of the world. The 

possible effects of this instability could allow for further exploration, by the obtaining of a 

general comprehension of the overall impact on the banking sectors in the debt belt.   
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Appendix 1: List of Swedish Banking Companies  

 

 

Source: The Swedish Financial Supervisory Authority (2013)  

  

Name of Banking Companies (Limited Liability Company) 

Amfa Finans AB SEB Kort Bank AB 

Avanza Bank AB Skandiabanken Aktiebolag (publ) 

Bergslagens Sparbank AB Skandinaviska Enskilda Banken AB 

Carnegie Investment Bank AB Sparbanken Alingsås AB 

EFG Bank AB (publ) Sparbanken Eken AB 

Erik Penser Bankaktiebolag Sparbanken Göinge AB 

Forex Bank Aktiebolag Sparbanken Lidköping AB 

Färs & Frosta Sparbank AB Sparbanken Rekarne AB 

GE Money Bank AB Sparbanken Skaraborg AB 

ICA Banken AB Sparbanken Öresund AB 

Ikano Bank AB (publ) Swedbank AB 

Landshypotek Bank Aktiebolag Swedbank Sjuhärad AB 

Länsförsäkringar Bank Aktiebolag (publ) Svenska Handelsbanken AB 

Marginalen Bank Bankaktiebolag TF Bank AB 

MedMera Bank Aktiebolag Tjustbygdens Sparbank Bankaktiebolag 

Nordea Bank AB Varbergs Sparbank AB 

Nordnet Bank AB Vimmerby Sparbank AB 

OK-Q8 Bank AB Volvofinans Bank AB 

Resurs Bank Aktiebolag Ölands Bank AB 

SBAB Bank AB (publ)  
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Appendix 2: Interview Questions 

Part 1: 

1.  Vilka anser du är de största förändringar som den svenska banksektorn utsatts för 

      under de senaste 5 åren?  

      In your opinion, what are the greatest changes that the Swedish banking sector has 

      encountered during the last 5 years? 

2.  Vilka anser du är de största omgivningsfaktorerna som påverkar banksektorn och 

      hur den styrs? Omgivningsfaktorer refererar till förändringar i bankernas 

      omgivning och miljö. 

      In your opinion, what are the greatest environmental factors that affect the banking sector 

      and how it functions? Environmental factors refer to changes in the banks’ 

      surroundings and environment.  

3.  Med hänsyn till fråga 1 och 2, vilka konsekvenser har dessa förändringar haft på 

      hur banksektorn styrts under de senaste 5 åren? 

      With regards to questions 1 and 2, what consequences have these changes had on the way 

      that the banking sector has been managed during the last 5 years? 

4. Med hänsyn till omgivningsfaktorer, vilka tror du kommer vara de största 

      utmaningarna som bankerna står inför de kommande åren? 

      With regards to environmental factors, what do you think will be the greatest challenges 

      that the banks will face during the years to come? 

5.  I och med dessa framtidsutmaningar, vad måste de svenska bankerna tänka på när 

     det kommer till relationer med sina intressenter? I denna utredning är en banks 

     intressenter; chefer, anställda, aktieägare, kunder, konkurrenter och regering och 

     institut.  

     With regards to these future challenges, what must the Swedish banks keep in mind when  

     it comes to their relationships with their stakeholders? For this investigation, a bank’s 

     stakeholders are: managers, employees, shareholders, customers, competitors and 

     governments and supervisory authorities. 
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Part: 2 

För följande frågor, ha hur banker styrs i åtanke. I denna utredning är en banks 

intressenter; chefer, anställda, aktieägare, kunder, konkurrenter och regering och institut.  

For the following questions, keep the way banks are managed in mind. For this investigation, 

a bank’s stakeholders are: managers, employees, shareholders, customers, competitors and 

governments and supervisory authorities. 

 

1.  Vilka konsekvenser har finanskriser och finansiell instabilitet haft för den svenska 

     banksektorn, med hänsyn till relationer mellan bankerna och deras intressenter?  

     What consequences have financial crisis and financial instability had on the Swedish 

     banking sector, with regards to relationships between banks and their stakeholders? 

2. Vilka konsekvenser har ökad konkurrens och avreglering/reglering haft för den 

     svenska banksektorn, med hänsyn till relationer mellan bankerna och deras 

     intressenter? 

     What consequences have increased competition and deregulation/regulation had on the 

     Swedish banking sector, with regards to relationships between banks and their 

     stakeholders? 

3. Vilka konsekvenser har införandet av IT och övrig teknologi haft för den svenska 

     banksektorn, med hänsyn till relationer mellan bankerna och deras intressenter? 

     What consequences has the implementation of IT and other technology had on the Swedish 

     banking sector, with regards to relationships between banks and their stakeholders? 

4.  Vilka konsekvenser har nya, yngre kunder och övriga 

     generationsskiften/förändringar haft för den svenska banksektorn, med hänsyn till 

     relationer mellan bankerna och deras intressenter? 

     What consequences have new, younger customers and other generation shifts/changes had 

     on the Swedish banking sector, with regards to relationships between banks and their 

     stakeholders? 
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Appendix 3: Interview Questionnaire 

Environmental factors’ impact on Swedish banks 

 

Participant:                               Date: 

Job title: 

 

Please fill out the questionnaire according to ability.   

For the following questions, the scale consists of levels 1-5, where 1 has the lowest and 5 has 

the highest level of influence. 

 

 

In your opinion, to what extent do the following 

environmental factors affect the operations of banks 

on the Swedish financial market? 
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1. Deregulation/Regulation 
  

2. Internationalization 

3. Technological development 

4. Demands for ethical behavior and sustainability 

5. Generation shift amongst customers  

6. Financial crisis and financial instability 

7. Homogenous offerings at banks 

8. Increased competition 

9. Cultural diversity amongst customers and personnel 

10 Bank changes in foreign markets 

  

 

Thank you for your participation! 
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Miljöfaktorers inverkan på svenska banker 

 

Deltagare:                                                                   Datum: 

Arbetstitel: 

 

Vänligen fyll i frågeformuläret efter förmåga.   

För följande frågor består skalan av nivåerna 1-5, där 1 är lägst och 5 är högst påverkan. 

 

 

Till vilken utsträckning anser du att följande 

omgivningsfaktorer påverkar verksamheten hos 

bankerna på den svenska finansmarknaden? 
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1. Avreglering/Reglering 
 

2. Internationalisering 

3. Teknologisk utveckling 

4. Krav på etiska förhållningssätt och hållbarhet 

5. Generationsskifte bland kunder  

6. Finanskris och finansiell instabilitet 

7. Homogent utbud hos banker 

8. Ökad konkurrens 

9. Kulturell diversitet hos kunder och personal 

10 Bankförändringar i omvärlden 

  

 

Tack för din insats! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 


