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ABSTRACT

Transformation of the banking sector has led to today's banks providing a complete service - financial
service both on the domestic and international level. The focus of their business is the client whose
loyalty depends on the operations of the bank. The aim is to indicate that there is a direct link between
the quality of the banking product and the service that affects the client's satisfaction and loyalty,
which directly affects the bank's business and its competitive advantage in the financial market. The
paper gives a theoretical and practical overview of the quality of service, satisfaction and loyalty of
clients, and the performance of the bank, which depends on clients. In the theoretical part, the concept
of a client, its significance and specifics related to its influence on the bank's business, through its
satisfaction and loyalty to the bank, is defined. The empirical part deals with the analysis of customer
satisfaction and loyalty towards banking products and services in Montenegro and how much the
quality of banking services has an impact on the satisfaction and loyalty of the customer. The analysis
of the factual situation will be carried out, the conclusions will be presented and recommendations
made for improvement of the quality of the service, which will contribute to the greater satisfaction of
the clients, and therefore the loyalty to the particular bank. All of this is directly related to the
possibility of achieving the competitive advantage of banks within the banking sector where a
particular bank operates.
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INTRODUCTION

In the business world, there is a "fight" around every potential but also a permanent client.
Services are a key segment in achieving these goals. If we have a good placement of products and
services, and most importantly, if we take care of the client and his needs, we can gain his loyalty.
This is precisely the key to the success of banks, because a loyal client is satisfied with the client,
and therefore the bank has secured the advantage of the bank and a secure profit. Banks through
the perception of quality perception by clients can improve their business and offer a better and
better service that is tailored to the needs of clients. What contributes to satisfaction is building
full loyalty among bank clients because clients are hitting propaganda messages that try to
influence their perception. Thus, when creating a service, account must be taken of the
heterogeneity of the market and service supply gaps, i.e. the difference between the expectations
of consumers and their perception of the delivered service (Hill, 2006) and must achieve superior
value for the consumer (Marinkovi¢, 2012). Consequently, the quality system of services becomes
a lever that prevents attempts to influence customer satisfaction and loyalty. In this way, the
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quality and comprehensiveness of the service is the best tool for building a sense of loyalty with
banking clients.

The methodology of the work includes a theoretical and practical overview of the importance
and role of the quality of services, satisfaction and loyalty of clients towards banking products and
services, and hence the success of the bank itself. Theoretical part defines the concept of the client,
his / her significance and specific features related to his / her influence on the operations of the
bank, through his / her satisfaction and loyalty to the bank.

The empirical part deals with the analysis of client's satisfaction and loyalty for banking
products and services in Montenegro and how much quality of banking services affects the
satisfaction and loyalty of the client. Based on the collected data, will be carried out an analysis of
the factual situation, the conclusions will be drawn and recommendations made to improve the
quality of the service, which will contribute to the greater satisfaction of the clients, and therefore
the loyalty towards the specific bank

The initial hypotheses of the paper read:

HO: The quality of banking operations has a crucial role in the process of building long-term
relationships with consumers. Only satisfied clients are loyal clients, who make it possible for the
bank to achieve long-term business goals and make profit.

H1: By improving the quality of products and services, the mutual relationship between the client
and the bank is improved, as well as the business environment in which both parties take part.

HZ2: By improving the quality of banking services, a competitive advantage is achieved and the
position of banks in the financial market strengthens, especially considering that banks operating in
an environment which is rapidly changing.

The aim of the paper is to determine whether the clients are satisfied with the quality of banking
products and services, as well as in which part of the relationship there is customer dissatisfaction
and how banks should act to dissatisfy dissatisfaction. Only a satisfied client is a loyal client.
Improving the quality of mutual relations, improving the business environment, and contributing
to the creation of a competitive advantage of the bank in the financial market.

THEORY ASPECTS OF THE ORIENTATION ON THE LOYALTY OF THE CLIENT AND THE
QUALITY OF SERVICES

Relationship between the client and the quality of banking products and services

Each market and thus the banking sector consists of two main players - bank and client
(Raicevic, Medenica-Mitrovic, 2018). On this relationship between these two actors there is a
service that provides a satisfied client on the one hand, and on the other, a satisfied bank. Satisfied
customer satisfaction with the product and service manifested by loyalty, and the company is even
better service. On the path of defining the "complete service" of the questions to be answered,
according to Baker (Vasiljev, 1999) that the client would be satisfied and, in the future, he was
loyal to the services of the given company: Which goods and services should be produced and in
what quantities? How to produce (resources and technology)? For whom to produce? This third
question, by market research, leads us to the client's profile who buys or will buy our products
and services. The goal of clients is to fulfill their needs for a specific product and service with the
easiest and fastest way, with the least cost. This leads us to questions about the cost of the cost,
and why and on what basis the client for a product or service is prepared to pay more, what are
the "value components” of the product or service, and what is the most important for the buyer in
purchasing (Marici¢, 2005). What we need to keep in mind when creating products and services
is the fact that the client and his satisfaction are the most important for the company because the
company depends on the client, that the client is the purpose of the company's existence (Kotler,
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1999) and that, based on his wishes, we create products and services and marketing activities, i.e.
product synthesis, pricing, access, distribution channels and at the end of the promotion, we want
to satisfy the client who will come again. Thus, a company creates a loyal customer on the one
hand, and on the other provides him with a competitive advantage and a secure profit.

A satisfied customer is not a sufficient guarantee of success at work. What distinguishes
successful companies today from unsuccessful is the phenomenon of customer loyalty (Zelenovic,
2015). A prerequisite for the formation of consumer loyalty is satisfaction with the product or
service. If consumers are not satisfied on any basis, loyalty cannot be achieved. The more loyal
consumer is the one who is absolutely satisfied with the product and the service, and the company
is more important than the one who is just satisfied. It is considered that a completely satisfied
client is a precondition for forming loyalty and strengthening relations with the company in the
long run. The customer's first impression is very important - it is crucial to achieve customer
satisfaction at the first meeting, in order to have the basis for the formation of loyalty. Client
demands, needs and expectations represent a basic basis that enables the establishment of
appropriate relationships on a client-to-client relationship in order to create good conditions for
creating satisfaction, which is the main means of creating long-term consumer loyalty (Rajola,
2004).

Thus, according to Veljkovi¢ (2004), all clients could be divided into four categories: absolute
loyalty, unstable loyalty, relative loyalty and disloyalty. Each market consists of these four
segments of consumers, according to the degree of loyalty. For each company, it is very important
that as many consumers are in the category of absolutely loyal. Only an absolutely loyal consumer
is a security for the company, that is, only such consumers will, in the long terms, be faithful to
company and its services.

Satisfaction and loyalty of clients towards banking products and services

Loyalty can be defined as an attitude towards a particular brand, which results in a constant
purchase over time. The service that the company markets on the market depends on consumer
loyalty, so it is very important that close and effective communication is achieved with existing
and potential clients. Implementation of the loyalty program has a positive trend in our country
as well. They are increasingly applied, and more and more companies are introducing, innovating,
expanding, creating new channels of communication with consumers, but also allowing buyers to
influence the creation of a range of products and services with their advice, wishes and
suggestions in order to achieve long-term satisfaction. Depending on the frequency of repeated
purchases and the intensity of attitudes towards a particular brand, it is possible to identify four
types of loyalty, according to Veljkovi¢, which are (Veljkovi¢, 2009): false loyalty, latent loyalty,
stable loyalty and no loyalty. Establishing a quality and long-term relationship with the clientis a
concept that has turned into a special business philosophy in the banking sector in the last decade.
This approach implies putting the client in the center of business processes and planning based
on an analysis of his needs, which in practical terms means a good knowledge of clients, as well as
providing a timely response to their demands (Gaborovi¢, 2009). Banks are struggling to adapt
their service to the aforementioned concept on multiple levels in order to achieve a high quality
relationship with customers. First of all, a good relationship with the client begins with the first
contact in the branch office, where during a well planned meeting, the bank officials try to
determine the client's profile and, on the basis of the information obtained at that time, prepare
the appropriate offer of products and services. The offer should be in line with the client's financial
capabilities, needs and plans for the future.

The highest level of quality relationship with clients, which gives full meaning to the principle
of "putting the customer at the center of attention”, is the Customer Relationship Management,
which, in addition to the above, implies a proactive relationship with the client and a response to
his needs prepared on the basis of the acquired knowledge of the client, through profiling and
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analysis (Hani¢, Domazet, 2012) (Hani¢, Domazet, Draskovi¢, 2011). By applying this method, the
bank approaches the client by offering him services and products that suit his profile - style of life,
occupation, and even habits and interests. In this way, a long-term relationship with clients is
guaranteed that meets the interests of both sides. Customer Relationship Management (CRM) or
Customer Relationship Management is an approach to managing the company through interaction
with current and future consumers (Joviéevi¢, Zugi¢, 2018). The CRM approach analyzes customer
data and their history with the company, in order to improve business relationships with
customers / customers, with an emphasis on their retention (Joki¢, 2016). The challenge is to
combine the information coming from different sources and which are selected in the database in
the function of selling products and services CRM refers to the organization of data, that derives
from business relationships on all bases between the bank and the client, and even beyond.
Building a database is a gradual process (Rajevi¢ -Grujevi¢, Radevié¢, 2016). By placing the
customer at the center, CRM is based on integrated market management, sales and customer
service, as the key functions of banks that face daily customers. CRM is a strategic approach in
building value for stakeholders, through the development of customer relationships (Marinkovic¢
2015). The bank should aim at the spirit of building teamwork. In the future, it is necessary to
provide a high standard of quality and professionalism with the client as a central point. The goal
starts with every employee, so accordingly, individual performance should include qualitative
goals such as: integrity, kindness, responsibility, professionalism, knowledge, training,
consistency, discipline and most other positive qualities.

ANALYSIS OF CUSTOMER SATISFACTION AND LOYALTY TOWARDS BANKING PRODUCTS
AND SERVICES IN MONTENEGRO

Research methodology

The subject matter of the research of this paper is whether the customers are satisfied with the
quality of banking services, and whether the satisfaction with quality affects customer loyalty
towards the products and services of the banks whose services they use.

The aim of the paper is to determine where the dissatisfaction of clients lies regarding the
available banking products and services; how banks should act to eliminate dissatisfaction and
ensure, through customer satisfaction, that the client is loyal to a specific bank, which improves
the quality of mutual relationship, and, consequently, the business environment as one of the
factors of competitiveness.

The initial hypotheses of the paper read:

HO: The quality of banking operations has a crucial role in the process of building long-term
relationships with consumers. Only satisfied clients are loyal clients, who make it possible for the
bank to achieve long-term business goals and make profit.

H1: By improving the quality of products and services, the mutual relationship between the client
and the bank is improved, as well as the business environment in which both parties take part.

HZ2: By improving the quality of banking services, a competitive advantage is achieved and the
position of banks in the financial market strengthens, especially considering that banks operating in
an environment which is rapidly changing.

Quantitative exploratory research was conducted on a sample of 300 respondents. For the
needs of the research, a non-random convenience sample was used. The data were collected by
the survey method, using a specially designed questionnaire. The survey was carried out on-site
and on-line during the period August-September 2018 in the territory of Montenegro. A total of
350 questionnaires were distributed, out of which 300 or 85.71% of questionnaires were valid
for processing, which is a high response for the purposes of this pilot survey. The questionnaire
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consisted of two parts: the first part concerned the collection of general data on respondents;
while the second part covered a set of questions about the habits in the use of banking services,
as well as about the satisfaction of users of banking services with both products and services, and
the attitude of the staff of the bank who they come into contact with. Based on the processing of
the questions, the findings were made that might help the managers to recognize the weaknesses
of the bank’s offer, and what customers need, how they are informed and where they see the
deficiencies that can affect loyalty towards the products and services of the banking sector.

Research findings

It was found out by the descriptive statistics that 53.33% of female respondents and 46.67% of
male respondents participated in the survey. As for the age, respondents belong to one of the five
categories offered, with an equal number of respondents (100 of them or 33.33 per cent)
belonging to the 18-28 age group and 29-38 age group, followed by respondents aged 39-48 with
15% The respondents aged 49-58 accounted for 11.67%, while the smallest percentage was of
respondents over 59 years of age who accounted for 6.67%. As regards educational qualification,
the majority of respondents completed higher education, 45% of them, followed by respondents
with completed secondary education who accounted for 31.67%; while 15.67% of respondents
have a college or university degree; followed by respondents with completed postgraduate
studies, 7.66% of them; while there were no respondents among the surveyed ones who
completed only elementary school. The respondents also provided answers about their
employment status, with 59.33% of respondents who are employed; 27.67% of respondents are
unemployed; while pensioners account for 13% of the sample.

Out of a total of 300 respondents, 260 of them responded that they used only the services of
one bank, while 40 respondents confirmed that they used the services of more than one bank.
Thus, we gained an insight that the use of the services of one bank is certainly an important and
non-negligible piece of information that gives us a clear picture of the loyalty of users. Although,
we must emphasize that in our informal conversation, the answer was mostly that "they do not
want to deal with more banks, and that it is an unnecessary cost; that one bank is quite enough;
and that they choose the best/most favourable one"

As the most important factor for the selection of the bank, respondents noted the amount of
commission (25% of respondents or 75 respondents). The vicinity of the bank was crucial for 45
users (15%). 16% of the respondents mentioned the kindness of the staff as a crucial factor in
using the services of the selected bank. The competence of the staff as a factor was indicated by
40 respondents (14.67%). The quality of products and services was suggested by 70 respondents
(23.33%), while the speed of service provision, as the dominant factor in the decision regarding
the selection of a bank, was indicated by 18 respondents (6%). It can be concluded that the amount
of commission and the quality of service are the two factors that stand out in the selection of the
bank, and that the kindness and the competence of the staff, as well as the vicinity of the bank are
equally and not less important factors.

The respondents provided answers about whether they were satisfied with the way of
communication of the staff, and the findings showed that 40% of respondents were dissatisfied,
the same percentage answered they were partially satisfied, while only 20% of respondents were
completely satisfied with the way employees communicate with them. This piece of information
is important for the management to bear in mind when training and appointing the front office
clerks, because the significance of the front office staff is often overlooked when creating an
impression about the service company itself. It is these 40% of partially satisfied ones that need
to be won and turned into satisfied consumers, who will also turn into the category of loyal
consumers. Frequently, a well-designed service or product has less value for consumers
themselves if we encounter impolite staff.
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When questioned whether the respondents experienced some inconvenience in their selected
bank, the majority of them - 217 (72.33%) gave a negative answer, while 83 (27.67%)
respondents answered that they had suffered inconvenience in the bank. The reasons for the
inconvenience were the following: a lack of interest and kindness of employees to obtain the right
information; a poor explanation of technical terms; inadequate explanation about the user rights
and benefits; new products; unkindness at the counter, etc.

As the ways of informing about the services of the bank, the highest percentage of respondents
answered that they got informed through friends (30.67% or 92 respondents), almost the same
percentage was of those who got informed through advertisements -TV, newspapers, the web, the
internet (25%) and flyers (24%). 12.67% (or 38 respondents) go directly to the bank to get
information about the products and services, while 7.66% (or 23 respondents) use Call Centre
services to get information about the products and services of the bank.

As much as 66.67% of respondents said they would not change their bank, while 33% of
respondents were not satisfied with the services they receive in the bank whose clients they are,
thinking that the services are of poor quality, that employees are not accurate, interested, etc. Even
though a high percentage of respondents would not change their bank, respondents were given
the opportunity to indicate which elements mostly affect the existence of dissatisfaction or what
are the elements that customers themselves would recognize the banks could improve in order to
increase customer satisfaction. As reasons for dissatisfaction, the users of banking services cited
crowds at the counters (97 respondents), impolite staff (63 respondents), high commission (42
respondents), high default interest rates (44 respondents), short grace period (36 respondents)
and too much paperwork (18 respondents).

Technological innovations in the function of
providing better quality services

Quality of e-banking services L
—
i
e

Quality and availability of information on the
website

Interaction with clients through social
networks

i

Kindness of bank clerks

0 50 100 150 200 250

poor Mgood M excellent

Figure 1. The evaluation of certain aspects of the bank's services
Source: Authors' analysis, September 2018.

The respondents were asked to evaluate certain aspects of the bank's services with "excellent”,
"good" or "bad". The clients rated:

» kindness of bank clerks (“excellent” - 67 respondents, “good” -160 respondents, “poor” -
73 respondents)

* interaction with clients through social networks (“excellent” -63 respondents, “good” -38
respondents, “poor” - 199 respondents)
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e quality and availability of information on the website (“excellent” - 45 respondents,
“good” - 48 respondents, “poor” - 207 respondents)

* quality of e-banking services (“excellent” -154 respondents; “good” - 44 respondents,
while 102 respondents did not answer the question because they do not use e-banking
services)

» technological innovations in the function of providing better quality services (“excellent”
- 94 respondents, “good” - 63 respondents, “poor” - 143 respondents)

We can conclude that the respondents are particularly satisfied with the quality of e-banking,
that the average rating was given for the kindness of the front office staff, while more than 50%
of respondents gave a poor rating for technological innovations in the function of providing better
quality services, the quality of the information available on the website, and the interaction with
clients through social networks. All of the above aspects have the potential for improvement so
that the clients could be more satisfied and, therefore, more loyal.

As for e-banking, 66% (or 198) of respondents are users of this service, and they cited the
elimination of waiting in branches, time savings and access at any time as the advantages of e-
banking. Of the respondents who responded positively that they used e-banking services, 57.1 %
(or 113) confirmed that they used the services on a daily basis. It can be concluded that the use of
e-banking is increasingly represented in our country, and that it is becoming a commonplace
phenomenon. Most frequently, e-banking services are used for paying bills, online shopping,
checking the account balance, money transfer.

34.6% of respondents do not use e-banking services, and as the main reason they cited insecurity,
insufficient information and lack of interest in this type of services.

In accordance with new trends in banking and bank networking, banking operations are
performed faster, safer, in a better quality and uniform manner. In the banking sector, innovations
have occurred and the e- banking and virtual banks are created. Innovations in banking operations
primarily relate to the technology of payment operations and the transfer of funds. In line with
these modern trends, the respondents were supposed to rate on a scale of 1 to 5 which of the
offered services they use most: telephone banking, home banking, online banking, internet
banking, or mobile banking.

Before the respondents even circled and gave their ratings, it was necessary to give them brief
and clear explanations of what is meant by these five terms. Thus, it was established during the
survey that respondents did not know the difference between the terms and often did not
differentiate between them. After a brief introduction and provision of information, the
respondents started to fill in the questionnaires. The average rating for telephone banking is 3.1;
for home banking 3.8; online banking was given an average rating of 4.4; internet banking 4.8;
mobile banking was rated with an average rating of 4.

From the findings of the conducted research we can conclude that the respondents are loyal to
the products and services of the selected bank, and that the amount of commission and the quality
of the banking product and service are indicated as the main motive for selecting the bank. The
competence and kindness of the staff, as well as the vicinity of the bank, are also important factors
in selecting the bank. What the banks need to improve is the training of their front office staff.
Clients expect from employees to be polite and professional, and it is precisely the incompetence
of the staff that the clients are most complaining about and which causes the most dissatisfaction
in the client-bank relationship. Kindness and professionalism of the staff must also be taken into
account because the respondents answered that they most frequently got informed about the
bank from the experience of acquaintances/friends, so the poor user experience or dissatisfaction
can have a negative impact on attracting new clients. The research showed that clients were
familiar with and were using innovations of contemporary trends in banking. Citizens in
Montenegro, although still "shy", are increasingly using electronic and mobile banking services,



122 /£ Economic Analysis (2018, Vol. 51, No. 3-4, 115-124)

which enable them to use the banking services in a convenient, fast, but, above all, in an efficient
manner.

It can be concluded that this research has confirmed the set hypotheses. High quality banking
plays a crucial role in building long-term relationships with consumers, as well as in building
customer loyalty, especially considering that banks operate in an environment that is rapidly
changing, so the basis for survival and generation of profit and competitive advantage can be seen
in the strengthening and improving mutual relations between the client and the bank.

The contribution of the paper and the conducted research is reflected in the fact that the
attention of marketing managers in banks is drawn to the fact that, in line with the modern
concept, they must not rely on an independent and blanket assessment of customer satisfaction
solely on the basis of sales results, but that the quantifying of the level of client satisfaction and
placing it at the level of the business goal is as important as the financial result in the overall
business success. Customer loyalty has always been one of the basic parameters of business
success, and the client's satisfaction with bank products and services is a guarantee of long-term
cooperation.

CONCLUSION

The sudden changes in the banking market and the volatility of the clients and the variety of
choices influence the constant increase in the level of expectations in the next purchases or
transactions. A successful bank brand is created in the way that users of banking products and
services build long-term relationships with the bank based on trust, emotional experience and
mutual understanding. In considering the relationship of satisfaction and customer loyalty, one
should bear in mind that the information obtained in the satisfaction measurement process
relates to a certain moment. On the other hand, the emotional response of the client after the
purchased purchase changes over time under the influence of a number of factors. In cases of
using banking services, the sense of satisfaction is variable and depends on the time cycle of using
a particular service, such as, for example, the use of a long-term loan.

Fighting for clients with competition is never greater. So many banks and each of them offers
the most favorable services to future clients, but also those who already is. The decision is on the
clients; they choose the best services according to their personal preferences. It is up to the banks
to keep the existing ones with good offers, to try to keep improving and technological
advancement, because they will only be competitive, on that way, in a market that is "ruthlessly”
for all participants on it.

From the findings of the conducted research we can conclude that the respondents are loyal to
the products and services of the selected bank, and that the amount of commission and the quality
of the banking product and service are indicated as the main motive for selecting the bank. What
the banks need to improve is the training of their front office staff. Clients expect from employees
to be polite and professional. Impoliteness of staff has proven to be the factor which causes the
most dissatisfaction in the client-bank relationship. The survey has showed that clients are
familiar with and are using innovations of modern trends in banking.

In modern conditions of banking operations, one of the most important tasks of management is
customer satisfaction and their long-term retention. The priority of retaining the existing clients
in relation to winning new ones is dependent, above all, on intense competitive pressures and
high costs of winning new clients. The most effective way of retaining consumers is to build
customer loyalty by continuously providing satisfaction and creating high costs of switching to
other brands.

Trust and commitment are the most important determinants of loyalty of bank's clients. And
while the absence of trust, most likely, will mean loss of partners, on the other hand, the positive
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performances of the partner, especially the quality of the delivered value, contribute to the
strengthening of trust. Long-term trust between the bank and its clients creates commitment.
Commitment, in addition to trust, is a key factor in the establishment of a quality relationship.
Consumer commitment occurs as a result of the perceived difference between the costs and
benefits (economic, social, status).
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