customer loyalty and satisfaction as a competitive edge of a commercial bank
Abstract
Modern banking business is significantly influenced by the process of globalization. The impact is expressed, mainly, in financial market liberalization that, in turn, causes an increased competition.

Competitive power of a bank is largely defined by the degree of its conformance to customer needs. In the information age, organizations require new capabilities for competitive success, such as customer relationships, product innovation, customized products, employee skills, motivation, and information technology.

On the opinion of many modern finance theorists and practitioners, shareholders’ value enhancing should be an integral goal of any company, including financial institutions. Intangible assets amount to about 75 percents of company’s value. One of the most important intangibles in service industry is relational capital. Relational capital is the cumulative trust, experience, and knowledge that form the core of the relationship between businesses and their customers. Relational capital keeps customers from abandoning a commercial relationship.
In a hyper-competitive market all commercial banks are faced with challenges of retaining the existing and attracting new customers. The maintaining bank’s existing customer base is even more important than the ability to capture new clients. One of the reasons is that the cost of attracting a new customer is much higher than the cost of keeping existing one. Thus, customer satisfaction and loyalty are essential to bank’s success. Customer loyalty is a major contribution to sustainable profit growth.
The aim of the research is to take the opinions of different groups of Latvian citizens about the service quality in Latvian banks. The objectives of the paper are to (i) study the international experience in the area of customer satisfaction and loyalty evaluation, (ii) to get an insight into the quantitative parameters of customer satisfaction, (iii) to analyze the results obtained from the authors’ conducted survey among Latvian banks’ clients, and (iv) to translate the customer's requirements into measurable targets in order to involve them into bank’s performance evaluation system.
This paper presents an original customer satisfaction survey in the banking sector of Latvia. To achieve the main goal of the research, the authors of the paper developed questionnaire designed for bank clients. The respondents were randomly selected. We used the mail and in-person questionnaire methods.
The current research has linkages with our previous surveys conducted in 2009. The first was dedicated to employee performance appraisal in banking. Managers of Latvian commercial banks were surveyed in order to determine the basic required characteristics for the position of a bank frontline employee. The obtained data we used to construct the skeleton of the Competency framework for the customer service specialist in Latvian commercial bank. Within the frame of the second survey we evaluated the existing systems of performance evaluation in Latvian banks. The authors distilled the most general objectives and measures within the balanced scorecard perspectives for a bank’s retail department. 

In the given paper the authors used Balanced Scorecard approach and the concept of Service-profit chain to link customer requirements with the bank performance measures. Using a diagnostic approach to satisfaction measurement, we examined the gap between the customers’ expectations and their perceived experience of using bank services.

The results are focused on the determination of the most important factors of bank attractiveness for retail customers. 
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