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Abstract: Customers and satisfaction oftheir needs have prevailed in banking services markets, with 
banking services becoming inextricably linked to the customer loyalty. Only a satisfied 
customer means a successful bank, Special role of banks and the specifics oftheir services do 
make the connection between customer satisfaction and loyalty a very fragile but important 
link. This paper investigates the basis for a long-term co-operation with customers and the 
essence of loyalty concept and customer satisfaction in banking sector. 
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Introduction 

In the past few decades the world has seen tremendous political and economic 
changes. The financial sector and banking in particular is among those developing at 
an incredible pace. We can speak above all about dramatic shifts in banking 
philosophy, when buyers of banking services i.e. customers and satisfaction of their 
needs have prevailed in banking services markets. 

The main purpose of this article is to discuss the importance concepts ofcustomer 
satisfaction and loyalty in banking business that has over a long period of time had a 
reputation oftreating the customers by inertia. Fierce competition in this traditionally 
conservative sector has been caused by newcomers and non-bank competitors and 
thought banks different. The very essence ofmarketing concept in every company is 
the acknowledgement and understanding of customer's needs and finding the way to 
satisfy those needs. Banks are in no wayan exception. Although this sector has 
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traditionally enjoyed an enviable level of customer loyalty and a low turnover of 
customers, the new age of banking day-to-day reality seems to be redefining that 
relationship. Only a satisfied customer is a long-term guarantee for making profits 
and survival on a global, deregulated and very intense bank market place. Banks 
should therefore make sure that its business processes and outcomes orland services 
are organised in a way that they fulfil the needs of their customers. Customer 
satisfaction and its sustainable monitoring should be the main management goal; it is 
obvious that it is far more difficult to keep the customer or to give the customer the 
grounds for loyalty than to get new customers. 

In the article we want to show that the two above mentioned concepts are not only 
related, but have in the case of banks some specific features, especially regarding the 
special role that banks have in the economy and specifics of bank services. 

Firstly, we set out the role of banks, their characteristics as companies, in the 
course of the article we then emphasise the specifics of services and furthermore the 
most important specifics of bank services that are relevant for our research. We 
continue with explaining the main topics of the concepts that are later on researched 
in the empirical part of the article, those are customer satisfaction and loyalty in 
banking. Finally, we conclude the article with the empirical test of three hypotheses 
that have been confirmed for the case of Slovenian bank system. 

Customer Satisfaction and Loyalty in Banking 

Special Features ofBanks and their Services 

Because banks are mainly active in the flow of money (Suchting 1992,4), their main 
'product' is a bank service, which can be active (credit), passive (deposits) or neutral 
(investment banking, payment service, safe, depo). The most important feature of a 
service is its intangibility and that is exactly the feature that divides service from 
product (e.g. Kotler 1996,4). Other features are: abstractness, durability, variability, 
complexity and the use of service is not separated from its realisation. In spite ofthe 
fact that there is no absolute definition of service, there are at least two important 
point of views that offer a close enough definition of service. We talk about static 
point of view discussing the end product as part of a service and dynamic point of 
view that emphasises the meaning ofprocess in which both sides, buyer and supplier, 
take part in. This view is particularly important for business process reengineering 
processes, lately being implemented with the goal of increasing productivity, profits 
and satisfying customer needs (see Hammer and Champy 1993,42 - 45, Vozel 1999, 
65; adopted after McKenzie and Jonathan 1998, 247 and Schmenner 1995, 406, 
Kittlaus and Goebel, 1999, 10-17, G logovsek and Beloglavec 2000). 
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However, banks and their services have some special features (see Silchting, van 
Hooven and Eckart 1991, 28-31). The object of a banking service is not a physical 
product, but money in various forms (cash, book money) and various 'qualities', e.g. 
assets are available in various time periods, and individual banking services are 
related to different amounts. Abstract banking services that can be created through 
provisions in contracts, and apart from general operating conditions precise 
contractual conditions apply to them. A bank and a customer sign a contract thus 
creating a particular service with regard to the needs of the customer and the abilities 
of the bank (see Cramer, Stichting, van Hooven 1991, 123-126). Time is an important 
element of banking services, as a deal does not always ends in a single sales 
procedure or with the creation of a single service, but it is a time-dependent 
relationship. 

The features discussed have an important role in defining the factors that have an 
impact on customer satisfaction and loyalty in banking. Consumer behaviour in retail 
banking orland financial services in general has as mentioned before often been 
characterised by inertia. Customers have been remarkably reluctant to switch 
providers in spite of receiving poor service. Because bankers haven't put a lot of 
intention to customer behaviour regarding measuring and taking customer loyalty 
and satisfaction into account on daily business basis they were often left with those 
customers from whom it is more difficult to generate acceptable profitability. 
Knowing what profits mean for development ofa firm and regarding the fact that only 
10% ofprofits are to be subscribed to 90% ofcustomers ofa bank. That clearly means 
that the major profits lays within the best 10% customers whose keeping and loyalty 
is therefore of great importance. 

Presuming that customer satisfaction and loyalty are linked and that they are the 
core competence of customer focused finn leads LIS to the conclusion that this is 
simply inevitable in the modern business philosophy, not even for such highly 
conservative and traditional economic sector to whom banks belong. It is furthermore 
an absolute must to gather knowledge about present and potential customers (Hamel, 
Prahalad in Harvey, 1996, p. 228), their needs, measure rate of their satisfaction with 
services and the likeliness for them to change over to another financial intermediary, 
if a bank is to maintaining its profits at least on the same level. 

Customer Satisfaction 

The very beginnings of the customer satisfaction research reach back into the 30s, 
when the organisational level satisfaction was researched and the employee 
satisfaction \\as looked into. The concept of research and its contents is a ref1ection of 
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the era it was conducted in, thcre are however three main periods that can be seen in 
the development of marketing in banking (see Reidenbach in Pitts 1986, 7-12): 

I. Supply oriented market - by the end ofthe 50s the financial services sector was 
mainly focused on credit supply; 

2. Demand oriented market - the liberalisation in the financial service market at 
the beginning of the 60s brought tremendous changes in the market playfield that let 
in new entrants, that is when foreign banks entered domestic markets; 

3. Marketing philosophy - marketing departments were formed. more and more 
time and care was dedicated to marketing associates. At this stage marketing 
philosophy besieged all hierarchy levels and functions of the organisational structure. 

This development shows that banks were forced into looking at their customers in 
a whole new perspective and it proves that customer satisfaction is very important for 
long-term profits planning. 1t is clear that the core of the customer satisfaction 
research shifted to customer behavioural reactions at the end of 70s as many customer 
satisfaction influential factors that guide customers at their post-buying and influence 
decisions to buy again were taken into account (cf. Oliver 1997,2). 

Customer satisfaction is a vcry complex concept that includes a lot of elements 
and dimensions and is in t~lct expressed through their intcraction. Customer 
satisfaction measurement although presumes that all these elements and their 
interactions are of a quantitative nature and can be combined in a model to be 
analysed (for further information see Dutka 1998). However, there are according to 
Giese and Cote (2000) at least these main difficulties at researching and measuring 

customer satisfaction: 

- Basic definitional inconsistency is evident by the debate of whether satisfaction 
is a process or an outcome; 

- Literature has not yet, explicitly or implicitly, established a generally excepted 
definition of satisfaction; 

- Vocabulary is not standardised and the terms used as a designation for this 
concept differs by different authors (for example customer satisfaction, consumer 
satisfaction, satisfaction); 

- Lack of consensus detinition creates a lot of problems for researching and 
measuring this phenomena; 

In this paper we use the terminus customer satisfaction; we looked into more 
definitions and measured it by calculating Pearson Correlation with the SPSS 
programme. 
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Customer satisfaction is most commonly defined as customer's reaction on the 
post buying perception of perceived difference between actual service and service 
expectations. Some 1110st frequently used definitions of this construct are given as 
follows (adopted after Nader 1995, 17): 

'Consumer satisfaction is an attitude III the sense that it is an evaluative 
orientation which can be measured'; 

• 	 'Satisfaction is defined as the consumer's mental state of being adequately or 
inadequately rewarded for the sacrifice he or she has undergone': 
'Satisfaction we understand as post consumption evaluation of a 
product/service in terms of positive/neutral/negative attitudes toward the 
product/service' , 

rigure1-: Nature and Determinants of Customer Service Expectations 
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Source: Zeithaml, Berry and Parasuraman (1993, 5) 

The concept of customer satisfaction needs to be distinguished from 'similar' 
constructs, The concept of quality and satisfaction are especially in practice often 
thought as one and the same thing, A high quality service does not necessary mean a 
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satisfied customer, because it simply does not include elements that would trigger the 
feeling of satisfaction (see for example Oliver 1993~ Zeithaml, Berry and 
Parasuraman 1990). A uthors go further on this theme and although the two are often 
used interchangeably or even as synonyms, a substantial amount of research has 
sought to establish the nature of the relationship behveen them (Cronin and Taylor 
1992). Stauss in Hentschel, for example (1992, 115), say that perceived quality and 
satisfaction are only two different points of view of the same concept. Caurana for 
example (2002, 821-823) based on the empirical research suggested that service 
quality acts on service loyalty via customer satisfaction. Oliver (1997, 15) tried to 
work on this problem by differentiating the concepts horizontally and vertically. 
Some of the later findings are discussed in the following sections of the article. 

Zeithaml, Berry and Parasuraman (1993, 3) have researched the nature and 
influence factors on customer expectations connected with the service. They have 
concluded that service expectations are usually defined as expected activities that 
take place during transaction or exchange. Their findings are shown in Figure I. 

Customer Lovallv 

Service loyalty/customer loyalty is defined as the willingness of customer to 
consistently re-patronise the same service provider/service company, that maybe the 
first choice among alternatives. The first choice thereby complies with actual 
behavioural outcomes and is attached with favourable attitude and cognition, 
regardless of any situational influences and marketing efforts made to induce 
switching behaviour (adopted after Lu Ting Pong and Tang Pui Yee 2001, 4). 

Customer loyalty is in fact an interaction between (wo components: customer's 
attitude towards company or brand and their repurchase intention. Ifboth of them are 
not present in a favourable way the switching case may appear. The latter construct 
itself is orten defined as repeat purchase intention, attitudes or, alternatively, 
measures of actual behaviour, including repeat purchase, recommendation, etc. 
Customer loyalty makes sound business sense (Methlie and Nysveen 2000, 16), 
because it creates base revenue - the longer customers are retained, the more money 
they spend or invest; they cost less to serve and there are the incalculable benefits of 
referrals. However, customer relations and the knowledge about present and future 
customers are going to be of great importance (Hamel and Prahalad 1996, 228). 

Moreover, the present environment that can be above all defined through 
increased competition, new entrants into banking industry - bank and non-bank 
competition 'isatiol1' globalisation. secuntlsation, deregulation, 
institutionalisation - capital accordance (Sinkey 1992, p. 13, Gardner, Mills 2000, 
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pp. 20-22, White 1998, pp. 4-12) and new service concepts challenged banks to 
trigger all possible factors that would increase customer loyalty. 

Banking sector however belongs to those economic sectors that lucki Iy deal with a 
high level ofcustomer loyalty (see Moutinho and Smith 2000). Truly loyal customers 
are usually portrayed as being less price-sensitive and more inclined to increase the 
number and/or frequency of purchases (Jones and Farquhar 2003). These authors also 
indicated that only one component of loyalty is achieved and that inertia, or an 
unwillingness to change provider, is still prevalent. Dick and Basu (1994, 18) 
describe this category of loyalty as spurious and warn that customers in this category 
are prone to switching. In a highly competitive marketplace, where there is little 
differentiation between providers or products, this category of loyalty is insufficient, 
service loyalty being more dependent on the development of interpersonal 
relationships as opposed to loyalty with tangible products. Aforementioned service 
specifics are the reasons why the findings in the field of product loyalty cannot be 
generalised to the filed of service research and into specific service sector as banking 
definitely is. 

The Connection hefll'een Customer Satisfaction and Loyalty 

There is still considerable debate in recent years, whether there is the causal 
relationship between customer satisfaction and loyalty. Fornell (1992 in Lu Ting 
Pong and Tang Pui Vee 2001,5), for instance, suggested that customer satisfaction 
has a stronger influence on predicting loyalty in the service industries like banking, 
insurance and mail than service quality. McDougall and Levesque (2000,397) added 
four more sectors to this group (dentist hairdresser. auto service, restaurant). 

Chakrapani (1998, 6-8) for example discusses negative consequences of poor 
service quality on profits and introduces a downward spiral introducing the chain 
reaction of qual ity - number of customers - profits. That concept divides cost of poor 
quality of services into those that are 'recognisable' (dissatisfied customers. loss of 
customers, acquiring new customers, negative publicity) and in the group of 'tacit' 
cost (marketing activities). Heskett, Sasser and Schlesinger (1997, \9) furthermore 
researched the service profit chain, which combines satisfaction (customer, 
employee), quality and profits. The authors emphasise that cllstomer satisfaction is 
different from customer loyalty but essential to it. 

The fact is that loyal customers may not be satisfied, but satisfied customers tend 
to stay loyal (Methlie and Nysveen 2000). Caurana (2002, 821-823) researched the 
effect of service quality and the mediating role of customer satisfaction. Based on the 
empirical research done regarding this theme it is suggested that service quality acts 
on service loyalty via customer satisfaction. 
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Figure 2.: Research model - the effect of service quality and the mediating role of 
customer satisfaction 
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variable variable 

Source: Caruana (2002, 818) 

Caruana (et.al 2002) also suggests that the main fOCLIS of bank management 
attention should be on customer satisfaction, of which service quality is an important 
antecedent. His model is shown in figure 3. Hoisington and Naumann (2002) on the 
other hand go further on this and presented a customer loyalty model (figure 3) that, 
similar to service profit chain, includes company performance. They presented major 
relationships between four phases - customer's perception of the firms performance, 
that leads to the formation of global perception of the firm, leading to loyalty 
behaviour that significantly influences financial outcomes of the firm. 

Figllre 3.: Customer Loyalty Model 
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As mentioned above, service quality and satisfaction have both been advanced as 
previous circumstances of service loyalty. Dick and Basu (1994, 100) indicate a high 
positive correlation between customer satisfaction, quality and loyalty in banking as 
well in service sector in general. 

Eschenbach (1997, 594) goes even further and combines loyalty with price 
tolerance and emphasises five factors that determine the relationship between bank 
and its customer: 

- acquisition of the new customers related costs, 
- the learning process how to communicate in the course of bank service process, 
- gradual building of business relationships, 
- permanent customers define the bank as 'their bank' and are therefore 

completely satisfied with its performance, 
- permanent customers are more likely to except higher price of services). 

We can, however, state that implementing one or another concept into the system 
of bank's business goals has the same consequence, namely, higher profits (Btihler 
1993, 511 ), which shows a clear connection between both concepts. As there is little 
perceived difference between the products and services offered in retail banking, 
perceptions of service quality and levels of customer satisfaction might influence 
consumer loyalty (Jones and Farquhar 2003). 

Higher level of satisfaction may therefore be one among many factors that makes 
the switching to another bank or financial service provider less probable. In general, it 
is essential for a bank to work on all possible fields (quality, relationship banking, and 
new services ... ) to make its customers satisfied on a long run. This might as well be 
the only way to keep them loya\. 

Empirical results for the case of Slovenia 

Hypotheses 

Regarding the purpose and the aim of this article and based on the theoretical grounds 
previously discussed, we want to empirically test the following hypotheses on the 
case of banks and/or bank services and their customers in Slovenia: 

HI: there is a relationship between customer satisfaction and customer loyalty and 
it is positive; 

H2: the more satisfied customers are the more loyal they are; 
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H3: less satisfied customers show tendencies to switch to another bank service 
provider. 

The Sample 

The research was carried out in 2003 and is repeated every two years. It is conducted 
by a RM plus company and includes all Slovenian banks 'The research of image, 
quality of services and market performance of Siovenian banks in general public'. 
The research is based on random, systematic, representative sample that included 
3000 citizens of The Republic of Slovenia that are older than 15 years. The basis for 
the sample was a list of 50000 addresses (random, systematic sample) taken out of the 
Registry of Slovene citizens that is issued by Statistical office of The Republic of 
Slovenia. The representative sample of 3000 addresses was taken out of it. 

Items and tvieasurelilent 

Respondents were asked to respond to the questionnaire on quality, image and market 
performance of Slovenian banks as well as answer a question about how satisfied 
bank customers are with services of their main bank and whether or not they tend to 
stay loyal to the chosen bank according to the level of service it offers. They also had 
an option to choose the answer that they are going to switch to another Sloven ian or 
foreign bank. With regard to loyalty, the respondents were also asked to indicate - on 
a list of routine encounters with their main financial service provider - those 
encounters that had engendered features that indicate reasons for choosing the same 
main bank, that is, the main financial service provider. They were requested to select 
one statement from five satisfaction measures (ranging from dissatisfied to 
completely satistied) that most closely described their feelings \Iv ith the services of 
the main bank. 

The 'main bank' is characterised as a bank that does business with a 
customer/respondent through the most bank services (ties down a customer by a few 
services). 
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Findings 

Table I.: Results on Statements about Customer Satisfaction 
I - ---- I 

! How arc VOli In general satis/led with the scn'ices of 
your main bank' Would you say that you are .. 

-----------,--~-- Number 1 ­
- I 

1. Dissatisfied 46 1.58 

2. Less satislled 100 3.43 

3. Satis1ied 1048 35.98 l 
_____ 4. Very satisfied 94' 3244 

, Completely satis1ied 763 26.19----+-----
II 

6: Don't know, am not determined. have no main bank I. ....__ II 0.38 


Total 2913
1 _____ L~ 100 
- -II 

68 out of 3000 respondents stated they had no main bank, thus they were not 
included into this research (2.3%). Based on data frol11 Table 4-1 we can see that 
35.98% of respondents that answered the question about satisfaction stated that they 
were satisfied with banking services at their main bank. About 26% stated that they 
were completely satisfied with them. 

Table 2.: Results on Statements about Customer Loyalty 

IL Do you think that you will to slay loyal to your 
main bank or is it likely that you are going to 

I . _,' become a customer of another bank' 

II '1. \e~~:en though its serVice:t at the highest level N~~:cr 2:-;0-------11 

I _ 2. Yes, but only If' its service stays at the samc Icvel____ 2046 70.24 

I ,,1 ;::::~y"~I:;:::::~:~::::~:';:::,::;:::;,~::::k. ,::: :1.] 
1 

--~~~~~--~~-~--~ 

Table 2 shows that 70.24% of respondents stated that they were going to stay loyal 
to their main bank and that it was therefore unlikely that they would switch to another, 
Slovene or foreign, bank; provided that the level of services remains the same. These 
findings confirm the theoretical findings mentioned in previous section that the 
banking sector belongs to those economic sectors that deal with a high level of 
cllstomer loyalty. 

The respondents were asked to indicate features that indicate reasons for choosing 
the same main bank again or staying loyal to the same bank, or to put it differently. 
their main financial services provider. Roughly, 63% of respondents stated that trust 
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was what kept them professionally involved with their bank. This statement is 
followed by the fact that the location of bank affiliation (60%) is rather convenient 
(nearness). Other reasons for staying with the same bank are courtesy and kindness of 
bank staff, office time and 'brick and mortar affiliation net'. Less important factors 
for staying with the same bank are for instance the possibility to carry out bank 
services from car (2.5%), triggering customers by marketing actions and the bank 
being a part of a big international bank. Both features were mentioned by 
approximately 3.4% of respondents. 

Based on the empirical data we can say that trust, nearness, courtesy and kindness 
of bank staff are very important clements that have a relevant impact on the customer 
satisfaction with bank services in Slovenia. It may be also discussed, that trust is a 
consequence of customer satisfaction, which can certainly not be stated for other 
mentioned t~lCtorS. 

Table 3.: Relationship between Customer Loyalty and Customer Satisfaction 
~-­.... 

Do youthinldhat you will ,tav loyal u~lr main bank or IS it lik~ly that I 

I IYOll are g01l1g to become a customer 

of another bank') II 

I:
I. Yes, even . 2 v b I

h h . . I CS, ut on y 3. 1am probably 14. 1al11 probably 
t oug Its I if its service going to switch going to switch

,crvlce IS not at to another I ~ lo~anotherthe highe,l level stays at the same 
~ level Sloven ian bank foreign bank 

7 27 12 
I. Not satisfied 

(034%) (21.77%) (3429%,) 

12 36 43 9 
2. Less satislicd 

(1.69%) (176%) ( :J468%,) (25.71%) 

172 826 41 9 
3 Satisfied 

(24.29%) (40.38%) (33.06'Yo) (25.71 %) 

213 719 5 
4. Very satislicd 

(30.08%) (3514'%) (645%,) (1429%) 

5. Completely 309 45U 4 

satisfied (4365%) (2199%) (3.23%) 

6. Don't know, 
am not 2 8 

determined, 
(0.29%) (039%) (0.81%)have no main 

bank 

Total 708 2046 124 _ ~_3_5___ 

Ifwe observe the relationship between customer satisfaction and loyalty, we can 
say that 36.24% of respondents would stay loyal to their main bank regardless of level 
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of service when satisfied and 33.84% of them that are very satisfied with the services 
of their main bank would do the same. 

Based on the numbers from Table 3 \ve can confirm the following hypotheses: 

HI: there is a relationship between customer satisfaction and customer loyalty and 
it is positive; 

- completely and very satisfied customers would in the most cases be also loyal 
(75.52%), the percentage increases by adding satisfied customers; 

H2: the more satisfied customers are the more loyal they are; 
- completely, very satisfied and satisfied customers would stay loyal to his or hers 

bank regard less the quality of service is preserved at the same level (98.02%) or even 
if it slightly falls. In the connection with previous paragraph this means that satisfied 
customer have a higher tolerance zone that buffers changes in quality level and would 
therefore because or slight difference in service qual ity 110t switch between providers, 

they would stay loyal; 

H3: less satisfied customers show tendencies to switch to another bank service 
provider. 

- less satisfied customers suggest the possibility of transferring to another 
Siovenian bank (34.68%) or foreign bank (25.71 (Yo); 

- similar can be derived also for dissatisfied customers. 21.77% of customers form 
the sample that stated that they are dissatisfied with their bank would switch to 
another Slovenian bank and 34.29% of them would take their business to a foreign 
bank. 

Table 4.: Pearson Correlation 

110\\ are you III gcncrdl s.llisfled I;\ Ith the services 01 \ our mall1 
bunk" Would you say that) auf are +­
D~I\l~lk tha~~\~ sta) 
ill\ al 10 ) our I11UII1 hank or IS il 

likely that you are going to 
become a cllstomer of another 

bank" 

-
How are you 111 general 

satisfied with the 

PC.lrsonlorrclalion 


Slg. (2-tailed) 


N 


. 
I carson Correlallon 

Sig !2-talkd) 

_____1 

services of your main 

bank? Would you sa, 
that you are .. 

1000 

2982 

-.386* * 
(l()() 

2%9 

I I)p you th~lk ~hat you 
, 

will stay loyal to your 
main bank or is it likely 

that you arc going to 
become a customer of 

another bank" 

-.326** 

.000 

2969 

1000 

2980 

** Correlation is significant at the .0 I level (2-tailed) 

I 
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Pearson correlation coefficients show that the relationship between customer 
satisfaction and loyalty exists, and is positive, although it is not very strong. The 
argument for such a result lies in the fact that company perfonnance is a 
multidimensional concept with a large number of influential variables, ofwhich only 
a small number was researched. 

Respondents that answered that they had no main bank or they did not answer 
these questions at all were not a part of the research of the relationship between bank 
satisfaction and loyalty. That leads us to the conclusion that more dissatisfied one was 
(graded 1), the bigger was the probability that they became a customer of another 
bank (graded 3 or 4). To put it differently, if a customer is satisfied (graded 4 or 5), it 
is more likely that they remain at their main bank (graded 1 or 2). 

Thus, the first hypothesis (H 1) is hereby once more confirmed. 

Conclusions 

In Slovenia, like in other countries with a developed banking system, the market of 
providers has changed into a market of customers, meaning that buyers of banking 
services i.e. customers and satisfaction of their needs, have prevailed in banking 
services markets with banking services becoming inextricably linked to the customer 
loyalty. Only a satisfied customer means a successful bank measured also by profits. 
The core of the customer satisfaction research shifted to customer behavioural 
reactions at the end of 1970s and banks were in no wayan exception. Although this 
sector has traditionally enjoyed an enviable level of customer loyalty and a low 
turnover of customers the new age of banking day-to-day reality seems to be 
redefining that relationship. Customer satisfaction and loyalty and the connection 
between these two concepts were discussed in this article. Customer satisfaction is 
most commonly defined as customer's reaction on the post buying perception of 
perceived difference between actual service and service expectations, while customer 
loyalty is in fact an interaction between two components, namely customer's attitude 
towards company or brand and their repurchase intention. Higher level ofsatisfaction 
can be treated as of many influential factors that make the switch to another bank or 
financial service provider less probable. Speaking generally, it is strategically 
important that bank is active on all possible fields (quality, relationship banking, and 
new services) to make its customers satisfied on a long run. This might as well be the 
only way to keep them loyal. 

All three hypotheses were empirically tested and confirmed. There is a 
relationship between customer satisfaction and customer loyalty and it is positive. 
The magnitude ofrelationship between customer satisfaction and loyalty is not a very 
strong one. Such a result can be in every way described as logical and expected, 
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because a lot of di fferent elements and t~lctor have to be considered when talking 
about satisfaction, 'vvhile here only a limited number of them were dealt with in this 
article. 

When we take the connection between being completely satisfied and staying 
loyal even if the service of main bank is not at the highest level into consideration, we 
can see that in 43.65% of cases a customer would stay loyal to his or hers bank. The 
authors think of this group as a 'truly loyal customers' that would stick with their 
bank no matter VI hat. On the other hand we must see that models implying that service 
quality is an important antecedent of customer satisfaction is not true for this 
customer segment. They are valid if we observe the connection between being 
completely satisfied and staying with the bank only if its service stays at the same 
level, although the percentage of loyal customers in this segment is considerably 
lower and makes 21.99%. With other words, nearly 22% of completely satisfied 
customers would stay with the same bank provided its service stays at least on the 
same level. This suggests that a downward shift in the filed of service quality would 
lead to bank service provider shift. Bank customer being more and more educated and 
therefore more demanding can clarify this fact. This confirms the hypotheses that the 
more satisfied customers are the more loyal they are. Ifwe turn this statement around, 
we confirm the th ird hypothesis those less satistied customers show tendencies of 
switching to another domestic or foreign bank service provider (60.39%). 

The fact that only a few respondents stated that a very important feature, which 
would be a reason enough for keeping business with the same bank was the bank 
being a part of a big international bank showed that the segment of retail banking 
stays traditionally loyal to Slovenian banks. Moreover, only 4.6% of respondents 
would consider switching to another Slovenian bank and only 1.2% to a foreign bank. 

This can also be confirmed by the fact that foreign banks that entered Sloven ian 
financial market after independence mostly work in the segment of wholesale 
banking. In the last 13 years these banks achieved a relatively lmv market share. 

Therefore bank management should, if they want to preserve the competition 
competence of a certain bank, be focused on their customers and work in a way to 
build their satisfaction as a solid ground for customer loyalty. A possible 
consequence of undertaking such active role could also be new customers, but that is 
not a subject of this paper. Some banks, of course, tend to stay passive counting on 
conservatism and loyalty oftheir customers. This, however, is a bad attitude, because 
new foreign banks and non-bank competition are entering the Slovenian banking 
system due to the full membership in the EU and aggressive market actions that those 
banks might undertake. 
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