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Banks’ Unfairness and the Vulnerability of Low-income Unbanked Consumers

RITHARNESEWATIRITIRFBERZRMESS M

Abstract

This paper’s objective was to explore low-income unbanked consumers’ perceptions of bank
fairness and the way these perceptions were linked to consumer experiences of vulnerability.
Qualitative data were used to analyse low-income consumers’ perceptions about banks’
services and communications. The study finds that although consumers’ financial inclusion is
partially hindered by their personal circumstances, the perceived unfair treatment by banks
has an even more negative impact on their financial inclusion. Low-income unbanked
individuals report banks avoiding them, discriminating against them and impeding their
financial inclusion. Banks’ perceived unfairness towards low-income consumers leads those
consumers to experience vulnerability in numerous ways. Finally, we provide public policy
implications for low-income consumers' well-being and financial inclusion and to assist them

in mitigating their vulnerability.
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1. Introduction

Approximately five billion people in the world live in different levels of poverty (Fisk et al.,
2016), and they often lack access to essential services (Anderson et al., 2013). For example,
low-income consumers lack access to conventional financial services (e.g., Koku, 2009) and
utilize alternative offerings to manage their routine financial matters (Laureti, 2017). In the
context of developing countries, the vast majority of the population remains unbanked
(Demirguc-Kunt, Klapper, Singer, & vanOudheusden, 2015), and most of those unbanked
people live on a low-income (see Kochhar, 2015). Banks avoid serving low-income groups
because they are considered unprofitable (Chéron, Boidin, & Daghfous, 1999). The
deficiencies in service systems often adversely affect the well-being of low-income
consumers (Fisk et al., 2016). For example, financial service providers can adversely affect
poor consumers’ well-being through poor service design, processes and the lack of access to
a service (Anderson et al., 2013). The exclusion of the poor from mainstream financial
services is unfair and socially unacceptable (Chéron et al., 1999), and it leads them to
experience vulnerability (Cartwright, 2011). Ensuring fair dealings for low-income unbanked

consumers requires a deep understanding of their position as customers. Banks’ policies and
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procedures discourage financial inclusion of the poor (Koku, 2009; Solo, 2009). Vulnerable,
financially excluded consumers are dependent on marketers to create fairness for them in the
marketplace (Baker, Gentry & Rittenburg, 2005). However, few studies have considered the
unbanked consumers’ perspective, there is a dearth of research on financial exclusion in the
field of marketing (Koku, 2015) and customers’ perception of banks’ fairness towards them

(Worthington & Devlin, 2013).

Service firms (e.g. banks) have been blamed for damaging human well-being in various ways
such as, by poorly treating and ignoring customers who need a particular service (Fisk, 2009).
Transformative Service Research (TSR) movement addresses this issue and aims to advance
fair services for the welfare of human beings (Anderson et al., 2013). TSR places specific
emphasis to investigating problems of developing countries low-income consumers who are
marginalized and excluded from various service domains (Gebauer & Reynoso, 2013; Fisk et
al., 2016; Reynoso, Valdés, & Cabrera, 2015). Service research conducted among affluent
customer groups is not pertinent to poor consumers (Reynoso et al., 2015; Gebauer &
Reynoso, 2013). TSR highlights the importance of research in the realm of financial services
for the well-being of poor (Anderson et al., 2013). Over two billion world's poor population
is unbanked (Chopra, Prabhala & Tantri, 2017) and their financial exclusion imposes
considerable costs on them (Solo, 2008). Hitherto, a little research is conducted on low-
income consumers of financial services within TSR stream but service scholars’ unique
understanding about service processes can lead to research contributions and endeavours to
uplift their well-being (Anderson et al., 2013). Sanchez-Barrios, Giraldo, Khalik, &
Manjarres (2015) explored effects of loan sharks on the well-being of poor consumers, and
found that loan sharks offer unbiased, hassle-free, without using technical jargons and

reputation based lending to poor consumers. The study concluded that these positively



influence poor consumers’ well-being. The study suggests that formal service providers can
serve the poor in better ways by implementing positive practices of informal lenders. Martin
& Hill (2015) utilized a worldwide sample to investigate the ways in which social poverty,
personal saving capability and satisfaction with individual's household financial
circumstances effect the welfare of poor consumers. They found that an increase in societal
poverty considerably decrease well-being. However, in impoverished nations savings
significantly enhance well-being. Thus, research that promotes an impartial delivery of basic

banking services to low-income unbanked consumers can uplift their well-being.

Banks unfairness towards low-income consumers hamper fulfillment of their consumption
goals (Kempson & Whyley,1999) and in such situations they are prone to encounter
vulnerability (Baker et al., 2005). However, to the best of our knowledge, prior researchers
have not explicitly addressed the role of service providers unfairness in making their
customers experience vulnerability. The present research explores how low-income unbanked
consumers perceive the fairness of bank policies and service processes and how these
perceptions are connected to their experience of vulnerability. This research contributes to
TSR by providing understanding of seldom addressed concerns of low-income unbanked
consumers regarding the consequences of their negative marketplace encounters (Anderson et
al., 2013). The study offers viable implications for their financial inclusion and fair treatment
which could help to mitigate their marketplace vulnerability and enhance their well-being.
Besides TSR literature, this study contributes to consumer vulnerability research in three
ways. First, it links service providers’ justice elements to consumers’ experience of
vulnerability. In particular, it elucidates how service providers’ unfairness prevent
consumers’ consumption goals thus causing them vulnerability. Second, it highlights the role

of uncontrollable external factors in low-income consumers’ marketplace exclusion and



vulnerability. Third, it uncovers low-income consumers perceptions regarding service
provider fairness and the way those perceptions contribute to their experience of

vulnerability.

2. Theoretical background

2.1. Justice Theory

Apart from other business fields, justice theory has been vastly utilized in studying service
firms’ fairness towards their customers (Seiders & Berry, 1998). Service firms’ injustice
towards customers can cause customers stress in their ordinary lives (Wang & Tian, 2014)
and can trigger perceptions of unfairness among customers (Seiders & Berry, 1998). For
instance, service firms typically exclude less-profitable customers and thus hinder their well-
being (Speak, 2000). This practice is apparent in the financial services sector where the poor
face negative attitudes from financial services providers (e.g., Kempson & Whyley, 1999),
which often results the financial exclusion of those consumers. For example, banks’
discrimination against less affluent consumers prevents their financial inclusion (e.g. Wang &
Tian, 2014). Three justice components, distributive, procedural and interactional, are

generally used to evaluate the service fairness of a firm (Seiders & Berry, 1998).

Distributive justice refers to the fair allocation of benefits and costs (Laczniak, 1999) and is
considered a social performance measure in marketing and other social settings (Klein, 2008).
‘Distributive justice is concerned with the distribution of conditions and goods which affect
individual well-being (Deutsch, 1975, p. 137). Three distribution principles, equity, equality,

and need, are commonly acknowledged (Deutsch, 1975; Seiders & Berry, 1998). Relations



between parties establish particular distribution patterns. Equity is generally a dominating
rule for achieving better economic productivity (Deutsch, 1975). This implies that more
resources should be allocated to profitable and loyal customers due to their greater input into
the business. Equality will be a chief principle for preserving enjoyable social relations. Thus,
resources are distributed equally to all customers regardless of their business worth.
Customers usually expect and prefer equality during their economic exchanges. Finally, need
is the foremost principle when the goal is personal welfare. If a business pursues this
principle, then resource allocations will be proportional to the needs of particular customers

(Deutsch, 1975; Seiders & Berry,1998).

Procedural justice addresses customers’ perception of fairness in any of a firm’s procedures
(Tax, Brown, Chandrashekaran, 1988; Chung-Herrera, 2007). Procedural justice refers to the
level of equity, impartiality, and freedom from bias inherent in the specific manners of
achieving social exchange outcomes. Procedural justice concerns the ways in which an
outcome is achieved (Nance & White, 2009). Numerous procedural justice violations are
possible, and customers in similar situations may be treated differently by the firm. For
instance, two comparable customers experience different procedures during their complaint
resolutions; one talks to the manager about the issue, whereas another fills out a lengthy
complaint form (Chung-Herrera, 2007). Previous studies have identified six procedural
fairness principles:(i) consistent processes across people and time, (ii) unbiased processes,
(i11) accuracy of information, (iv) correctability of errors and flawed decisions, (v) obeying of
ethical standards, and (vi) ensuring that the viewpoints of different groups affected by a
decision are considered (Leventhal, Karuza, & Fry, 1980; Colquitt, Conlon, Wesson, Porter,

& Ng, 2001).



Interactional justice refers to characteristics of interpersonal behaviour rather than formal
principles (Seiders & Berry, 1998). It addresses the type of treatment customers receive from
service firm employees (Blodgett, Hill & Tax, 1997; Tax et al., 1998). Interactional justice is
further divided into informational and interpersonal justice. Informational justice is the
appropriateness of information or explanations that are provided in timely, precise and
truthful manner, whereas interpersonal justice refers to the ways in which individuals are
treated by the organization or its staff. Customers’ assessment of interactional justice is
dependent on the way they are treated by the service firm (Tax et al., 1998). Some attributes
of interactional justice include honesty, respect (Seiders & Berry,1998), neutrality (Namkung
& Jang, 2009) trust, communication (Blodgett et al., 1997), politeness, expressing concern,

professional decorum, courtesy and candour (Seiders & Berry,1998).

While the financial exclusion of underprivileged consumers has not been approached from
the fairness perspective by pervious researchers, extant literature signals that low-income
consumers may be treated unfairly by banks. They could experience distributive injustice,
e.g., geographical barriers to banking (Kempson & Whyley, 1999); procedural injustice, e.g.,
banks establish procedures that are difficult for them to fulfil (e.g., Solo, 2008); and
interactional injustice, e.g., negative attitudes from bank staff towards the poor (Chéronet al.,
1999). Their financial inclusion is denied or hindered due to the injustice of banks, and those
experiences may adversely affect their personal and social perceptions of self (Baker et al.,
2005). However, it is somewhat unclear how experiences of unfairness lead low-income

consumers to experience vulnerability.

2.2. Consumer vulnerability and bank services



Types of consumers, such as the poor and illiterate, are considered vulnerable and warrant
extra support in the marketplace (Brennan, 2006). Definitions of ‘vulnerable consumers’
generally include either a targeted product, an economic transaction that has occurred, or a
consumption context that has been experienced by consumers (see Smith & Cooper-Martin,
1997; Ringold, 1995; Morgan, Schuler, & Stoltman,1995), and due to personal vulnerable
circumstances, individuals fail to maximize their utility and well-being in these types of
economic transactions (Smith & Cooper-Martin, 1997). There are instances in which service
providers avoid exchanges with some customers (Mayser & von Wangenheim, 2013).
Consumer vulnerability refers to a situation in which consumers encounter powerlessness and
a lack of control due to service provider bias against serving them. Vulnerable consumers
depend on external parties to introduce fairness into the marketplace. The actual vulnerability
occurs as a result of the interaction of personal and external circumstances in situations where
consumption objectives are hampered and the experiences adversely affect both the

individual and the social perception of self (Baker et al., 2005).

While consumers could encounter vulnerability in marketplace transactions owing to their
personal circumstances (Gentry, Kennedy, Paul & Hill, 1995),e.g., poverty and illiteracy
(Brennan, 2006), these individual characteristics are not the sole basis on which to delineate
consumer vulnerability (Baker et al., 2005). Another form of vulnerability is caused by the
environment in which people live (Wang & Tian, 2014; Baker et al., 2005). People are at a
risk of experiencing powerlessness due to uncontrollable external factors, e.g., natural
disaster (e.g., Baker, Hunt, & Rittenburg, 2007) and marketplace discrimination. Consumers
experience powerlessness when their environment creates barriers to their participating in
society (Wang & Tian, 2014; Baker et al., 2005). Different uncontrollable external factors

could trigger an experience of vulnerability, including allocation of resources; physical and



logistical aspects; stigmatization and repression; and other conditions, such as social,
economic and political upheaval. These factors add to the imbalance of power in exchange
relationships that disfavour consumers (Baker et al., 2005, p.130). Consumers could
encounter powerlessness when they have a lack of choice and control because of
disproportionally greater power between the seller and the customers (Rayburn, 2015). In the
case of financial services, consumers typically experience vulnerability in understanding
information about financial products because it is often presented in a technical and complex
manner (Cartwright, 2011). Nevertheless, low-income consumers, who generally possess low
literacy skills (Cartwright, 2011; Laureti, 2017), are more prone to encounter powerlessness
in understanding financial product information (Cartwright, 2011). Thus, both internal and
external factors can activate consumer experiences of marketplace powerlessness (Baker et

al., 2005).

Anyone can undergo a state of powerlessness in the marketplace, but it is usually a temporary
affair (Baker et al., 2005). Consumers’ powerlessness often causes them harm, such as
physical, financial or psychological losses (Smith & Cooper-Martin, 1997). Mainstream
consumers possess adequate resources that help them to effectively address their marketplace
powerlessness and allow them to obtain control of their lives. However, the marketplace
powerlessness experienced by low-income consumers is generally prolonged due to their
feeble economic circumstances and marketplace conditions that are unreceptive towards them
(Baker et al., 2005; Saatcioglu & Corus, 2016). The poor can be excluded, marginalized and
discriminated against by service providers owing to their limited resources and capacities
(Fisk et al., 2016). Their lack of material resources is a commonly considered a cause of their

exclusion from different consumption spheres (Saatcioglu & Corus, 2016).



A lack of personal control is a basic aspect of the consumer experience of vulnerability.
Economically susceptible consumers typically lack control in different consumption spheres,
which causes them marketplace vulnerability (Hill & Stephens, 1997; Baker et al., 2005).
Previous studies have described various events during which low-income consumers
experience vulnerability in the context of financial services. These experiences usually reflect
powerlessness due to a lack of control over consumers’ personal circumstances such as
poverty (e.g., Solo, 2008; Kempson & Whyley, 1999). Moreover, these consumers lack
control over external conditions, such as banks’ negative behaviour towards the poor (e.g.,
Chéronet al., 1999). The practices of conventional lenders are beyond the control of many
consumers and prevent them from accessing credit from formal sources (Canhoto & Dibb,
2016). The discriminatory policies of banks oblige financially excluded consumers to obtain
control of their financial lives through informal sources, which often results in marketplace

vulnerability (Wang & Tian, 2014).

Experiences of vulnerability are closely related to the perception of one’s ability to address a
consumption situation, and it may shape both present and future perceptions of self (Baker et
al., 2005). Vulnerable consumers desire to be treated with equality and respect by the seller
(Baker, 2006). They form opinions regarding the way they are treated by others. Positive
judgements enhance self-perceptions, and negative opinions diminish the self (Baker et al.,
2005). It is the responsibility of service firms to treat vulnerable customers with respect and
provide them fair treatment (Rendtorff, 2009) because they need to be protected in the

marketplace; sometimes, they are exploited by marketers (Kennedy & Laczniak, 2016).

In summary, banks’ policies, procedures and unwelcoming staff behaviour can prevent low-

income consumers’ from accessing basic banking services. Rather than consumers’ internal
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factors, it is the banks’ justice elements, as uncontrollable external factors, that discourage
financial inclusion. Low-income consumers’ perceptions regarding the banks’ justice

elements may be connected to their experience of vulnerability.

2.3. TSR and the unbanked consumers

Different service entities such as service employees, processes, offerings, organizations and
service sectors have the potential and power to positively or adversely affect consumers’
well-being (Anderson et al., 2013; Fisk et al., 2016). Both consumer vulnerability and justice
related studies have a public policy element, as imbalance created by unfair marketing
practices can be corrected through regulations or policy interventions (Gundlach & Murphy,
1993). TSR emphasizes the mechanisms by which service firms can facilitate well-being
through positive changes and improvements (Pera & Viglia, 2015; Corus & Saatcioglu,
2015). Reinforcing TSR suggests that service providers ought to be held responsible for their
influence on different groups within a society, such as the poor, who are worthy of being
served appropriately by those service firms (Fisk et al., 2016). Supply side interventions
could help people lacking access to basic bank accounts to join the formal financial system
(Chopra et al., 2017). TSR focuses on mitigating consumer vulnerability and increasing
consumer agency (Corus & Saatcioglu, 2015). Because the vulnerability of financially
excluded consumers primarily stems from banks’ hostile attitudes towards them, consumer

advocacy and better policy making can reduce this vulnerability (Wang & Tian, 2014).

Studies related to the transformative sphere in financial services can uplift marketplace
fairness for vulnerable consumers (Anderson et al., 2013), which could assist them to escape

vulnerability (Wang & Tian, 2014). This research follows the TSR course, which seeks to
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understand the issues faced by low-income unbanked consumers. It attempts to foster change
for the fair treatment of low-income consumers and to discover better ways to serve them to
enhance their well-being (Fisk et al., 2016). TSR connects to transformative consumer
research (Mick, 2006) and service research to benefit consumers’ well-being. It advocates
quality of life issues that are vital for the well-being of consumers. TSR agenda highlights
significance of research related to financial services’ impact on poor individuals because
access to basic financial services is considered an important ingredient for the well-being of
modern-day people (Anderson et al., 2013). Therefore, the present study seeks a deeper
understanding of how different aspects of banks’ justice contribute to low-income

consumers’ experiences of vulnerability in a developing country context.

3. Methodology

3.1. Sample and data collection

The empirical study was conducted in Pakistan, where 79.5% of the population were living
on a low-income in 2011, their income being less than or equal to USD10 per day/USD3650
per year (Kochhar, 2015). Further, 87% of Pakistani adults were unbanked (Demirguc-Kunt
et al., 2015). We attempted to gain a deep understanding of the experiences and views of low-
income unbanked consumers regarding banks’ services and processes. Semi-structured
interviews were employed in the data collection. We completed 37 interviews in four low-
income areas of Rawalpindi and Islamabad; 28 interviews were completed in 2014 and 9 in
2015. These four areas were selected because they were accessible to the researcher. The
participants were selected through a purposeful sampling technique based on their own

experience of being financially excluded, which implied that they were unbanked. Social ties
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were helpful in recruiting interviewees from low-income neighbourhoods because people
tend to be reluctant to freely talk to an interviewer whom they do not know. Therefore,
initially one low-income unbanked consumer with strong social connections in their
respective communities were recruited from each of the four neighbourhoods. They were
asked to facilitate the recruitment of more participants who could talk about their experiences
of being unbanked in detail. This strategy proved to be helpful in gathering data. The
informant group comprised 13 females and 24 males who volunteered to participate in the
study and had been working at various low-income earning professions. The monthly income
of the informants ranged from Pak Rupees 7000-26000/USD67-249; therefore, they are
categorized as low-income (see Kochhar, 2015). Migrant workers (MW) who relocated from
villages to the city for work purposes accounted for 25 participants, and 12 informants were
local residents of Islamabad or Rawalpindi, Pakistan. Table 1 presents the profiles of the

participants.

Insert tablel here.

The interviews were completed in different places based on the convenience to and
preferences of the informants. These places included the participants’ houses, shops and
neighbourhood restaurants. The informants were given small financial incentives in the local
currency equalling USD 3. The university’s ethical guiding principles were followed while
working with the low-income unbanked informants. Because the majority of the informants
were either illiterate or less literate, the information sheet and consent forms were also
explained to them verbally prior to the start of the interviews in order to ensure their
understanding of the study’s purpose. We also assured the informants of confidentiality and

anonymity. We developed interview guidelines that were composed of questions related to
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the informants’ demographic profiles, personal and external factors that hamper their
financial inclusion, their experiences with the bank staff during their visits to bank branches,
their perception of the banks’ fairness towards them and the consequences of banks

unfairness in terms of vulnerability.

The wording and order of the interview questions were kept fairly flexible to accommodate
the situation and the study participants’ characteristics during the interviews. The interview
questions were asked in a non-directive manner to motivate informants to express their views
in detail during the interviews (Elliott & Jankel-Elliott, 2003). Thirty-four interviews were
performed in Urdu and three were conducted in Punjabi; all the interviews were completed by
the first author who possesses fluency in both languages. The interviews were audio-recorded
with the consent of the informants. The interviews were conducted until the last few
interviewees did not provide considerably new information compared to the previous
interviewees. This was considered to be a sign of saturation (Myers, 2013), and thus the final
sample size was reached. The duration of interviews ranged from twenty-two minutes to
slightly more than an hour. This resulted in almost 20 hours of records that were transcribed
verbatim. While reporting the data in this study, pseudonyms were applied to protect the

identities of the participants.

3.2. Data analysis

We utilized a thematic analysis technique to identify, analyse and report themes inside the
dataset. This method of data analysis not only allowed us to organize and explain the dataset
in a rich detail but also permitted us to interpret different aspects of the study topic (Braun &
Clarke, 2006). The accuracy of the interview transcripts was verified again by listening to the

audio-recorded interviews on several occasions (Bird, 2005). The understandability of the
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data was enhanced by reading it several times, which was followed by the identification of
preliminary codes in the entire dataset. Given the exploratory nature of this study, a bottom-
up-approach, in which data-driven coding was applied to the entire dataset, was utilized
(Myers, 2013).The codes were also written on a separate sheet to facilitate comprehension
and analysis. An analysis at a broader level was subsequently conducted to ascertain the
likelihood of combining codes with themes. This plan facilitated our classification of a list of
preliminary subthemes and themes. The themes were then reviewed and refined, which
helped to ensure that the themes had sufficient support from the data. Initially, themes were
evaluated at the coded data extract level and subsequently at the complete dataset level. With
reference to a particular theme, the data were revisited several times when necessary to
determine the missing information and increase the support for themes within the transcribed
data. To ensure that themes fit with the codes, notes about each theme were taken on separate
piece of paper for an in-depth understanding and accurate reporting of the themes. We then
explained the meanings of the themes and identified which elements of the data are linked to
each theme. In so doing, the data were first analysed independently, and initial themes were
identified. However, the literature provided in this paper also aided us in refining and
finalizing subthemes and themes, as we intended to name the subthemes and themes in a way
that explicates their relevance to the study question. Finally, an analysis of each theme was
presented, and quotes from the data were provided to support the arguments (Braun & Clarke,

2006).

4. Findings

The data indicate that banks’ processes for serving low-income customers contain issues that

can be scrutinized from the fairness perspective. Low-income unbanked participants’
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perceptions regarding a bank’s fairness towards them is elucidated in three themes: resource
allocation, bank procedures and service encounters with frontline bank employees. The
concepts of distributive, procedural and interactional justice can be applied to describe the
experiences of the participants. The participants’ stories indicate that they encountered unfair
treatment in banks when they visited to open an account, pay utility bills, or both. The
participants' descriptions highlight instances in which they were avoided and discriminated

against by banks, impeding their financial inclusion.

The participants’ experiences in situations in which they encountered unfair treatment and
felt vulnerability at the banks can be analysed through three themes: avoiding, discriminating
and impeding. First, avoidance is linked to the distributive and interactional justice elements
of banks. Geographical barriers to banking and lack of knowledge about banks are
distributive justice elements, and bank staff avoiding poor customers by providing them poor
service is an interactional justice component. Second, participants perceived that banks
discriminate against them. They expressed receiving discriminatory procedural treatment and
disrespectful service from bank staff; these issues are related to the procedural and
interactional justice elements of banks, respectively. Finally, the document and initial deposit
requirement for a bank account are procedural justice elements. Banks’ unfairness is an
uncontrollable factor that leads to powerlessness and thus plays a central role in impeding
low-income consumers’ control over fulfilling their consumption goals (e.g., financial

inclusion).
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4.1. Avoiding low-income consumers

The data indicate that banks’ avoidance of low-income consumers resulted in geographical
barriers to banking and a lack of knowledge about banks. Participants also felt avoided when
they received poor service from the bank staff. Low-income participants face geographical
barriers to banking and a lack of information regarding banks; these limitations have been
linked to distributive justice elements of banks. Poor service is associated with the banks’
interactional justice aspects. The banks avoidance caused the participants to experience
vulnerability. Financial detriment resulted from the high transportation costs needed to reach
a distant bank branch, which would decrease daily income; non-financial detriment was
caused by the cost in time to reach a distant bank branch, the physical drain and the

reprimand from employers due to time wasted visiting banks.

Geographical barriers appeared mostly with respect to the accounts of migrant workers who
lived in villages but moved to the city for work purposes. Most of the Pakistani population
lives in rural areas and are thus susceptible to financial exclusion because they cannot easily
reach their bank branches. Low-income participants’ personal characteristics (i.e., poverty)
often prevented them from maintaining personal transportation or access to affordable
transportation. A distant bank branch entails transportation and time costs. Thus, both their
personal characteristics and external factors (i.e., geographical barriers) render them
vulnerable. Poor customers usually incur greater costs in reaching a bank due to their
residency in rural or disadvantaged areas compared to the mainstream urban consumers. They
perceive a lack of control over their money if they open a bank account and keep money in
banks because a distant bank branch prevents them from utilizing their money if it is urgently

needed. Therefore, geographical barriers to banking also stimulated the participants’
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perception that there is little need or benefit in opening a bank account. Niaz encountered this

barrier when he was living in a village; he explains his story in the following way:

There is no bank in village. We have to go far-off. That is why we have not opened a bank
account... It is about 25-30 kilometres... I thought that if I opened a bank account and [
needed money, then it would a problem. It is difficult to go to the bank because I often do not

have time (Niaz, 26).

Some female participants who were local residents faced barriers to accessing bank branches
due to the distance of a bank branch from their home and due to cultural conventions. Female
participants depended on the company of male family members to reach to a bank branch.

Izza, a housewife, narrates her story in the following paragraph:

The bank is also a little faraway, I cannot go alone, and I cannot send my husband there
[Bank] either... If it [the bank] is very close then one can go...We understand it is a problem
because it is difficult to go there. His [the husband’s] health is not very good, and I cannot go
alone...I really want to open a bank account, but then, I think that if I deposit money today,

then I will have to go withdraw it tomorrow. Then, I have to take a taxi (Izza, 55).

The participants generally lack knowledge concerning banks. The illiterate participants in
particular have no or very little knowledge of banks. These participants believe that at banks,
they can only deposit money into their savings and then withdraw. Therefore, some
participants never tried to open a bank account. While restricted income coupled with
illiteracy may encourage financial exclusion among low-income participants, their lack of

awareness concerning the advantages of opening bank accounts encouraged them to remain
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unbanked. They believed that one should only open a bank account when in the possession of
significant money. The accounts of participants also imply that banks do not fairly allocate
their promotional campaigns and consumer education budgets; thus, they feel neglected in
marketing campaigns. The following quotation from an interview highlights that low-income

unbanked consumers’ lack information regarding banks and their functions.

Bank account? If I tell you the truth, I do not know what the advantages of banks are. What

are the disadvantages? We have never been there. We do not know, so what we can say to

you (Bari, 34)?

The participants believe that the bank staff avoids serving them by providing them with poor
service. Low-income consumers’ explanations regarding their interactions with the bank staff
reflect interpersonal and informational justice issues. Lack of literacy skills exacerbate
participants’ experiences with bank staff, as the participants were sometimes unable to
understand the bank staff’s explanations. Further, participants’ negative experiences
regarding the bank’s staff were exacerbated when the participants believed that they were
receiving poor service in the form of a lack of cooperation, assistance and time management.
Lack of assistance and inadequate information provided by the bank staff made low-income
participants believe that they were being intentionally avoided by the bank staff. It was
obvious from the participants’ accounts that they expected extra assistance in their attempts
to open an account, as they openly admitted the vulnerability that resulted from their poverty
and illiteracy. However, perceptions of poor service discouraged participants from pursuing
financial inclusion. A violation of interpersonal and informational justice and ensuing

financial exclusion is evident in the following interview quote:
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Once I went to a bank, but I did not understand everything they told me. I could not
understand, and then I did not go back...They [the staff] were talking with me quickly, and I
could not understand this rush...they did not give me the right information explaining that
this will happen like this, and this will happen like this. They were not listening. They said to
bring this completed form. I told myself to leave this for now...I was hurt, and that is why 1

did not try again to open a bank account (Niaz, 26).

The participants’ stories indicate that the poor service provided by the bank staff left the
participants feeling reprimanded. The participants felt that their time had been wasted. For
example, the staff told them to sit and wait, offering the excuse of a computer problem and
telling them to come to the bank some other day. The bank staff were also told providing
participants with inadequate information or gave them the wrong account opening options.
The wasting of time often caused a decrease in the daily income of the study’s participants, as
they worked in informal professions. Participants also suffered from tiredness and were
sometimes reprimand by their informal employers. The following interview passage explains
how the bank staff wasted the time of one of their potential customers:

They do not listen to what we are saying, they first tell you to sit there... They made me go to

the bank twice or thrice, and finally, I did not go to the bank (Papu, 26).

Based on the data analysis we conclude the following propositions concerning avoidance

leads to consumers’ perceptions of unfairness and experience of vulnerability:

P1: The banks distributive justice elements including geographical barriers to banking
and lack of knowledge about banks prevent low-income consumers to engage

successfully with banks and thus contribute to their experience of vulnerability.
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P2: The poor service delivered to low-income consumers by banks staff discourage their
financial inclusion and thus contribute to their experience of vulnerability.

4.2. Discrimination against the low-income consumers

Low-income participants reported discriminatory procedural treatment and disrespectful
behaviour from bank service staff. The discriminatory procedural treatment indicates a
procedural justice component, whereas disrespectful behaviour on the part of the banks is
associated with an interactional justice element. The low-income participants experienced
vulnerability due to perceived discrimination in ways that included feelings of powerlessness,

seeing themselves as inferior to others and feeling insulted.

The data include service incidents that indicate discriminatory procedural treatment.
Participants reported that social contacts, wealthy customers, well-dressed and educated
people received better and expedited procedural treatment from the banks beyond that of the
low-income consumers. The bank staff usually followed procedures that were lengthy and
sometimes difficult for participants to follow (i.e. during utility bill payments and in their
attempts to open an account). The participants believed that there should be similar
procedures for everyone regardless of their economic situation or social connections with the

bank staff. Nori explains her experience of procedural unfairness in the following way:

When we go to the bank, we see that when their [bank staff] acquaintance comes [to the

bank], we keep standing there [in the queue], and he deposits the bill and goes (Nori, 40)

The participants differed in their orientation towards the unfair procedural treatment. A few

participants believed that their loss of control while visiting the banks was solely due to
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external factors (i.e. discriminatory procedural treatment of banks). However, some
participants blame both their personal (e.g. poverty and illiteracy) and external (e.g. banks
discrimination) circumstances for restricting their control while trying to acquire or consume
basic financial services. Nevertheless, when participants experienced discriminatory
procedural treatment from a member of the bank staff, they experienced vulnerability as a
result. Their stories specify that due to their lack of control, they perceived themselves as
powerless and observed themselves as being inferior to those who were given better
treatment by the bank staff. Such experiences of vulnerability are evident in the following

interview excerpt:

We also feel shy when we go to the bank. They do not give us that reception that they give to
more educated and well-dressed people...When I went to the bank, [bank] security personnel
inspected me as though I were a suspect. Obviously, I went there in an ordinary Shalwar
Kameez [Dress in Pakistan], and my clothes were not of very high quality. When [ went
there, the security staff member asked me why I came there and for what purpose (Phol, 46).

The participants’ stories reveal that economically well-off customers are treated in a
respectful manner by the bank staff, while the participants were addressed in a disrespectful
way. This is an issue of interactional justice. The perceived negative behaviours of the bank
staff forced the low-income unbanked participants to perceive themselves as less than others
in the society. One disabled participant felt that he was handled in a disrespectful manner by

bank staff due to his poverty:

They behaved with me in a way that indicated that I was their enemy. They did not talk to me
in right manner. Who likes to talk with poor people? They did not talk with me properly. They

did not think that they needed to listen to me since I came here on a wheel chair... with other
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customers they were behaving in a way as those are their brothers and sisters. No one listens

to poor people (Noor, 32).

Some participants who were addressed in a disrespectful manner by a bank staff member felt
insulted as a result of their service encounters. These patterns included bank staff asking
participants about the origin of their money, telling them to go to another bank or branch, not
listening to them carefully and behaving rudely. The problems in banks’ interactional justice
elements hampered financial inclusion of the participants and caused them to experience

vulnerability. Pola gives his opinion in the following way:

Those who are from a lower class, those who obviously have 15 or 18 or 12 thousand [Pak
Rupees] income —this is nothing for them [for banks], which means they do not deal well with
us...One comes back [from bank] annoyed that it is better not to open a bank account

because everyone likes to keep his respect (Pola, 29)

The following proposition summarizes how discrimination of low-income consumers relates

to perceptions of unfairness and vulnerability:

P3: Procedural and interactional justice elements of banks’ service are connected to

discriminatory treatment of low-income consumers and contribute to their experience

of vulnerability.
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4.3. Impeding the financial inclusion of low-income consumers

Procedural justice elements were visible in the data in shape of requirements of documents
and initial deposits when opening a bank account. The data show how violating this justice
component can impede financial inclusion and result in experiences of vulnerability. The
requirement of certain documents to open a bank account impeded the financial inclusion
endeavours of the participants. Many participants were working in informal professions in
which money transactions are commonly completed in cash and employment contracts are
rarely provided to employees. The participants considered these documentary obligations for
opening a bank account to be unfair. This resulted in feelings of powerlessness and lack of
control. The participants felt helpless because they thought their personal circumstances
induced banks to exclude them from acquiring and consuming basic financial services. The

following interview passage exemplifies the situation:

I told them that I do water bore work. I provided them full information, but in the end, he
crossed the form that I completed and kept it with him. He said that my account could not be
opened...if I did not have a business address and did not have any source of income...my bank

account could not be opened...This [system] does not the favour a poor man. (Jani, 43).

The participants also expressed their inability to fulfil the initial deposit requirement for
opening a bank account and they perceived this requirement to be unfair, as banks were
treating the poor just as they would treat mainstream consumers in the account-opening
processes. This condition hampered participants’ control over accomplishing their
consumption goal and triggered an experience of vulnerability. The following interview

quotation explains this barrier:
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Once, I went to the bank, and they said, I think, to deposit ten thousand then my account
would be opened. I did not think of opening a bank account after that... because there was no

urgent need. If I had an urgent need, then I might have deposited ten thousand (Mani,27).

Low-income participants’ personal characteristics (e.g., poverty and illiteracy) obstructed
their financial inclusion to some extent. However, financial exclusion of the poor can
primarily be blamed on banks’ lack of fairness towards them. The low-income participants’
accounts of their experiences in banks revealed service processes that implied distributive,
procedural and interactional unfairness from banks (see table 2). The lack of bank fairness
created a barrier to the fulfilment of the consumption goals of low-income consumers, which
caused them to experience vulnerability in form of encountering different financial and non-

financial types of harm.

The following proposition concludes how banks’ policies impeding financial inclusion

connects to perception of unfairness and vulnerability:

P4: Banks procedural justice elements impede financial inclusion of low-income
consumers and thus contribute to their experience of vulnerability.
Insert table 2 here.

5. Discussion

This study draws from low-income unbanked consumers’ accounts in order to illustrate the
ways in which banks’ justice elements are associated with those consumers’ experiences of

vulnerability. This research complies with recent calls for action in the service research
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community to enhance well-being of the poor in service settings (e.g., Fisk et al., 2016;
Reynoso et al., 2015; Gebauer & Reynoso, 2013). This study findings to complement the
studies conducted on poor customers of financial services in TSR domain (e.g. Sanchez-
Barrios et al., 2015; Martin & Hill 2015) by addressing issue of their financial exclusion,
which is considered to be one of the major issues with regards to their well-being in
developing countries. It highlights the problems faced by low-income consumers in their
financial inclusion and provides suggestions for serving them in a better manner both for their
financial inclusion and to enhance their well-being. Drawing on justice theory and consumer
vulnerability literature, the present study indicates how perceptions of banks’ unfair service
processes result in the experience of powerlessness and lack of control amongst the
economically vulnerable consumers. Although the personal circumstances of low-income
individuals hinder their financial inclusion to some extent, banks’ prejudice against serving
low-income consumers mainly cause them exclusion and powerlessness. The low-income
consumers’ standpoint highlights the fact that they are denied distributive, procedural and

interactional justice by the banks.

The first theme describing banks’ service was the avoidance of low-income consumers,
which portrays both the distributive and interactional injustice of banks. Distributive justice
as fairness has a built-in ethical element that indicates that it is the duty of organizations to
distribute resources after a careful consideration of moral justification (Laczniak & Murphy,
2008; Laczniak, 1999). Vulnerable consumers should be given unique consideration by the
powerful party, i.e., the seller, when distributing resources (Rendtorff, 2009; Laczniak &
Murphy, 2008). Banks’ reluctance to open branches in low-income neighbourhoods and rural
areas creates geographical barriers to banking and exacerbates the ‘structural vulnerability’ of

low-income consumers seeking to consume financial services. Structural circumstances are
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one of the several external factors that add to the broad conception of consumer vulnerability
(Baker et al., 2005). Similarly, low-income consumers’ lack of knowledge regarding banks
reflects distributive unfairness. The poor face ‘marketing exclusion’, as banks avoid
allocating resources for informing and targeting them due to their lack of profitability
(Kempson & Whyley, 1999), which leads the poor to experience ‘information
vulnerability’(Cartwright, 2011). Due to their marketing exclusion and information
vulnerability, unbanked consumers manage their routine financial matters informally, which
may result in detrimental feelings (Kempson & Whyley,1999; Wang & Tian, 2014;

Cartwright, 2011).

Ethics in the services business is dependent on better treatment of vulnerable customers
(Rendtorff, 2009). The vulnerable circumstances of low-income unbanked consumers warrant
extra support from banks’ service staff in completing those consumers’ consumption goals
(Brennan, 2006; Baker, 2006). However, bank staff has tried to avoid low-income
participants through poor service, which indicates lack of an interactional justice component

of banks.

The second theme in describing banks’ service towards the unbanked consumers is
discrimination, which signals procedural and interactional unfairness. Procedural justice
principles are violated when customers in analogous situations are treated differently by a
firm (Chung-Herrera, 2007). The low-income participants perceived that bank staff handles
affluent customers with expedited procedures, which indicates the procedural unfairness of
banks towards the poor. Likewise, low-income participants perceived discrimination when
bank staff addressed them in a disrespectful way, illustrating interactional injustice towards

the poor. Vulnerable consumers wish that sellers would address them with equality and
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respect (Baker, 2006). Discrimination in procedures and interactions lead the poor to
experience vulnerability, as those low-income consumers perceive themselves as inferior to

those who are given better treatment by bank staff.

Lastly, one of the procedural fairness principles is that organizations ensure that they consider
the perspective of various groups who are affected by a decision (Leventhal et al., 1980;
Colquitt et al., 2001). This research indicates that banks’ account opening procedures
impeded the financial inclusion of the poor. This represents a lack of procedural justice
elements on the part of banks. Banks had similar procedures for opening accounts for both
mainstream consumers and the low-income consumers despite these customer groups having
very different resources and capabilities to fulfil the procedural requirements. This procedural
unfairness was connected to the powerlessness and deprivation felt by the low-income

participants.

Avoiding, discriminating and impeding financial inclusion reflect distributive, procedural and
interactional unfairness. These forms of injustice can be regarded as unspoken strategies to
discourage low-income customers in banks and thus achieve favourable financial outcomes
for firms (Kotler & Levy,1971). However, the ethics of these strategies can be questioned
(Mayser & von Wangenheim, 2013), in particular, when consumers are left without
comparable substitutes (Kotler & Levy, 1971). The financial service organizations exclude
the poor from basic financial services without considering the impact of their actions on the
excluded consumers. Financial exclusion imposes considerable costs on the unbanked
population although the poor are interested in their financial inclusion (Solo, 2008)to escape
their vulnerable circumstances (Wang & Tian, 2014). This necessitates a change in the

attitude of different financial services entities (Anderson et al., 2013) towards serving the
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poor. Financial service entities such as the regulator, banks’ top management and frontline
employees can collectively ensure fairness for low-income consumers through policies,

procedures and actions.

5.1. Public policy implications

We propose a number of policy implications for delivering impartial banking services to low-
income consumers, which could enhance their well-being and alleviate their vulnerability.
Because this study was conducted in Pakistan, the policy implications are directly applicable
there but could also be relevant to other developing countries with massive unbanked
population. The lack of banks’ fairness towards the poor is a major cause of their exclusion
from mainstream financial services and onward experience of vulnerability. Therefore, banks
regulators should introduce viable mechanisms to protect and serve low-income consumers in

developing countries.

The low-income unbanked consumers’ perception of being avoided by financial services
providers can be overcome by enhancing access to bank branches in remote areas and by
educating the poor about financial services. Participants with a rural background (i.e., migrant
workers) typically encountered ‘structural vulnerability’(Baker et al.,2005) in their attempt to
utilize basic banking services while living in their villages. Their experience of structural
vulnerability can be alleviated by opening more branches in rural areas. Presently, Pakistani
commercial banks are bound to open at least 20% of their new branches in rural and
underserved areas (The banker, 2015),but 61% of the Pakistani population resides in villages
(World databank, 2015). Likewise, many developing countries in Asia and Africa have more

than 60% rural population (World databank, 2015). The rural population encounter structural
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vulnerability in accessing basic financial services in other developing countries too.
Therefore, to enforce distributive justice for the poor, the regulators in respective countries
could consider making it mandatory for commercial banks to open at least 50% of new bank
branches in unserved or underserved rural areas. Moreover, due to widespread illiteracy in
developing countries, the poor generally lack adequate knowledge about the benefits of
opening a bank account (Chopra, et al., 2017). Thus, the banks regulator and NGOs
promoting financial inclusion could launch educational programmes to enhance basic
financial knowledge amongst low-income consumers in various developing countries in order

to improve their financial inclusion.

This study illustrated instances in which bank staff followed discriminatory procedural
treatments, showed disrespect and provided poor service to their low-income customers,
which is certainly not part of the official code of conduct for banks’ business. This might not
be the policy of banks, but it could be followed by some frontline employees and ignored by
the managers when observed. To enhance procedural and interactional fairness for the poor,
banks could educate their staff about their business code of conduct and train them to
effectively address the low-income consumers. Due to their personal circumstances, these

consumers warrant extra support in completing their transactions.

Finally, low-income consumers’ perceived impediments in opening a basic bank account has
recently been addressed by the regulator to some extent, but room for improvement still
exists. When the data collection was complete, there were mandatory documentary and initial
deposit requirements for opening a bank account. However, on the recent instruction of the
regulator, an Aasan account has been launched specifically for low-income consumers. This

account can be opened by completing a form and by providing a copy of a national identity
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card. This is a very encouraging step towards the financial inclusion of the poor, as it
eliminates some of the procedural issues faced by the poor. However, this study also
illustrates that low-income consumers in general lack knowledge about the benefits of using a
bank account, and they usually lack literacy skills to do so. Therefore, the Aasan bank
account should be promoted by banks through viable communication channels that can
deliver verbal information to the target market. Apart from the national language, Aasan
account commercials should be aired in different provincial languages because some rural
populations can only speak or understand their mother tongue. Researchers in some other
developing countries have also reported that initial deposit and documentation requirements
discourage the poor consumers financial inclusion (e.g. Solo, 2008). Therefore, banks
regulators and financial service providers should assess the basic account opening

requirements and simplify the process, where applicable.

5.2. Study limitations and future research directions

First, the sample for this study was drawn from low-income consumers. This study did not
incorporate the views of unbanked consumers from other social classes with respect to the
banks’ fairness. Future studies could investigate the perceived fairness of banks amongst
consumers from other income stratums. Second, this study only takes the perspective of the
unbanked consumers; it does not incorporate the difficulties faced by the bank staff in dealing
with the low-income consumers. Therefore, future studies could explore challenges and
complications encountered by banks’ frontline staff in serving low-income consumers. Third,
the role of service employees and managers is vital in serving vulnerable customers in a fair
manner. Future studies could explore how bank staff and managers perceive fairness for poor

customers and how they perceive their role in assisting the poor customers in mitigating their
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potential vulnerability with regards to financial services. Fourth, this research advocates low-
income consumers’ financial inclusion and well-being by investigating their perspective.
However, those who directly serve vulnerable customers could also encounter vulnerability
(i.e., due to banks’ poor working conditions specifically in developing countries’ milieu).
Another study in the realm of TSR could examine how banks’ working conditions assist or
impede frontline employees in serving vulnerable customers fairly. The research may
comprehend the potential workplace problems faced by banks’ service employees and
propose implications for their well-being. Lastly, mainstream consumers may encounter
difficulties in different service settings, which may trigger a perception of unfairness and
experience of vulnerability. For instance, many ordinary consumers encounter problems in
understanding financial product information (Cartwright, 2011). However, their perceptions
and experience of vulnerability might differ from vulnerable consumers. Thus, there is a
potential to empirically explore patterns of service providers unfairness and consumers

experience of vulnerability with regard to other consumer groups and in other service sectors.
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Table 1: Partici

ant profiles

(4), 289-304.doi:

S# | Alias | Sex | Age | Occupation Education Income Residence
1 | Jani M |43 Water Bore Worker High School 15000-20000 Local
2 |Mani | M |27 | Café Worker High School 12,000 MW
3 |Papu | M |26 | Tailor School Leaver 17000-18000 MW
4 | Khan | M |44 Taxi Driver Illiterate 15000-16000 Local
5 | Bano | FM | 36 Housemaid Illiterate 15000 MW
6 | Raja M |41 Vegetable Seller School Leaver 15000-17000 Local
7 Izza FM | 55 Housewife School Leaver 20,000 Local
8 | Rani FM | 25 | Housemaid Illiterate 8000 MW
9 | Pola M | 29 | Grocery Shopkeeper Undergraduate 15000-16000 MW
10 | Nomi | M |21 Cashier in Café Completed School | 11000 MW
11 | Nori FM | 40 Cleaner in School Illiterate 7000-8000 MW
12 | Babu | M |42 | Whitewasher Completed College | 12000-15000 Local
13 | Jelo FM | 40 | Pvt School Teacher Completed College | 7000 Local
14 | Shan | M | 26 | Salesman in a Shop High School 10000 MW
15 | Niaz M |26 Tailor Illiterate 15000-18000 | MW
16 | Bibi FM | 45 Housemaid [literate 8500 MW
17 | Babli | FM | 46 | Tailoring from Home Illiterate 10000-12000 MW
18 [ Sami | M | 22 Grocery Shopkeeper School Leaver 15000-20000 MW
19 | Bari M 34 Barber Illiterate 10000-12000 MW
20 | Rema | FM | 23 Housemaid Illiterate 7000-8000 MW
21 | Mana | M | 24 Cleaner in a Firm School Leaver 7500 MW
22 | Malik | M | 47 | Labour Supervisor School Leaver 15000-20000 MW
23 | Nelo FM | 25 Housemaid Illiterate 10000 MW
24 | Noor | M 32 Tailor Illiterate 10000-12000 MW
25 | Rifi FM | 50 Housemaid School Leaver 10000 MW
26 | Zain M 30 Tailor School Leaver 15000-20000 MW
27 | Sher M | 64 | Dry Cleaner School Leaver 10000-15000 Local
28 | Kaka | M | 26 | Welder School Leaver 13000 Local
29 | Billa | M |40 Taxi Driver Completed School | 20000-25000 Local
30 | Phol M | 46 Taxi Driver School Leaver 22000-23000 Local
31 | Sema | FM | 25 Tailoring from Home [lliterate 15000-16000 MW
32 | Teto M | 26 | Grocery Shopkeeper School Leaver 18000-20000 Local
33 | Chand | M | 40 | Tailor School Leaver 25000-26000 MW
34 | Gama | M |35 Hawker/Sweets Seller | Illiterate 10000 MW
35 | Laila | FM | 40 Housemaid [lliterate 15000-16000 MW
36 | Sana | FM | 35 Pvt. School Attendant | Illiterate 10000 MW
37 | Gul M |25 Salesman in a Shop School Leaver 8000 Local
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Table 2: Perceptions of fairness dimensions

Themes

Justice elements of banks

Examples of consumer

vulnerability

experiences of

1. Avoiding

(a) Geographical barriers
(b) Lack of information
about banks

(c) Poor service

Distributive justice element
Distributive justice element

Interactional justice element

Higher transportation and time costs.
Perceive little need to open bank account.

Time wastage and decrease in daily income.

2. Discriminating

(a) Discriminatory
procedural treatment
(b) Disrespectful
behaviour of bank staff

Procedural justice element

Interactional justice element

Feelings of powerlessness and inferiority.

Perceived themselves less than others and
insulted.

3. Impeding

(a) Documentation
requirement
(b)Initial deposit
requirement

Procedural justice element

Procedural justice element

Feelings of helplessness, lack of control and
powerlessness.
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