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Retail  banking  industry  faces  a  number  of  challenges,  the  biggest  one  being  increasing 
competition, which makes gaining a sustainable competitive advantage difficult. This implies 
that  banks  need  to  focus  on  building  customer  satisfaction  and  turning  it  to  loyalty,  which 
represents the company´s ultimate competitive advantage. Hence, the objective of this research 
is to investigate how effectively retail banks use branding and what effects it has on satisfaction 
and loyalty of millennial customers in the context of the Slovak Republic. The study has been 
conducted using both qualitative and quantitative methods. The qualitative part of the research 
is concerned with case studies analysing the four biggest Slovak retail banks, namely Slovenská 
sporiteľňa, Všeobecná úverová banka, Tatra banka and Československá obchodná banka and 
how  they  adopted  branding.  The  quantitative  part  focuses  on  a  questionnaire  exploring  how 
Slovak  millennials  perceive  branding  of  their  banks  and  how  effective  it  is  in  building 
satisfaction and loyalty. The results indicate that retail banks have not taken a full advantage of 
branding as it was found to contribute to satisfaction, especially in case of service quality and 
brand  image,  however,  it  was  only  effective  to  a  small  extent  in  building  loyalty.  Despite 
considering themselves loyal and possessing behaviours and attitudes implying loyalty, loyalty 
of millennials was based mostly on inertia, convenience and lack of benefits offered by other 
financial institutions that would be worth additional effort of switching the bank.  
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1  INTRODUCTION 


The purpose of this thesis is to examine branding in the retail banking industry in the Slovak 
 Republic  and  the  impact  it  has  on  millennials,  specifically  on  their  satisfaction  and  loyalty. 


Chapter 1 is the introductory chapter of the thesis, which first sets a background of the thesis 
 and introduces the environment where the research is conducted. Subsequently, a brief literature 
 review  is  provided,  leading  to  specific  objectives  and  research  questions.  The  theoretical 
 framework  of  the  thesis  is  designed  and  followed  by  the  definitions  of  the  main  concepts 
 alongside delimitations of the study. Finally, description of the research methodology used in 
 the thesis concludes the chapter.  



1.1 
 Background 

1.1.1  A brief introduction to branding in the retail banking 


Rapid  globalization,  integration,  changes  in  customer´s  behaviour  and  the  widespread 
 introduction  of  new  technologies  as  well  as  recent  financial  crisis  increased  pressure  on  the 
 retail banking industry (Canals, 1994; Pinar et al., 2016). With the new companies entering the 
 market and therefore increasing competition, it has become harder for banks to surpass it. The 
 fact that financial institutions are service brands and they portfolios consist of services, which 
 are  very  similar  across  the  whole  industry,  made  differentiation  and  gaining  a  sustainable 
 competitive  advantage  even  more  problematic.  However,  branding  has  been  identified  as  a 
 useful  tool  for  differentiation  in  the  service  sectors  as  it  contributes  to  the  value  generation 
 process. By embracing branding, banks can create a memorable perception of their brands in 
 the consumer´s mind which gives a foundation to building a long-term relationship with the 
 customer. This relationship is critical for banks as it can turn satisfied consumers into the loyal 
 ones and decrease chances of the customer switching to the competition (Mohsan et al., 2011). 


Despite branding bringing many advantages and opening doors to new opportunities, it remains 
a challenge in the retail banking. Banks have not taken a complete advantage of it yet and are 
still learning to recognize its full potential (O’Loughlin and Szmigin, 2007; Vazifehdust and 
Kia, 2017).  



(9)9 


1.1.2  An overview of the Slovak retail banking industry 


The Slovak retail banking environment has been undergoing long and difficult transformation 
 in the past few decades. Radical changes such as privatization, large fluctuation of interest rates, 
 restructuring  and  joining  the  European  Union  had  a  significant  impact  on  the  state  and 
 competitiveness of the industry. Nevertheless, it can be argued that the Slovak retail banking 
 sector  is  now  relatively  strong  and  profitable  and  continues  to  grow  steadily  (Kračinovský, 
 2008;  Medveď  et  al.,  2012).  This  is  mainly  due  to  globalization  and  industry´s  openness  to 
 internalization,  which  enabled  bank  mergers  and  acquisitions,  resulting  in  Austrian,  Belgian 
 Italian and German banking groups having majority control over the  retail banking sector in 
 Slovakia (Slovenská Národná Banka, 2018).  


With regards to modern technologies and innovations in banking, Slovak retail banks follow 
 the  worldwide  trends,  such  as  digitalization.  All  the  banks  offer  basic  digital  products  and 
 services, such as internet banking, mobile banking, contactless payment cards and biometric 
 digital  signatures.  However,  to  attract  new  customers,  improve  customer  experience  and 
 facilitate  day-to-day  banking,  some  of  the  banks  keep  introducing  new  innovations.  These 
 include online banking using smart watch, second generation of mobile phone payments and 
 face biometrics to improve security (Slovak Banking Association, 2018; Tatra banka, 2018a).  


In Slovakia, the retail banking industry is dominated by four major players, whose combined 
 market share accounts for 72,6% (Banky.sk, 2018a). The biggest and the oldest retail bank is 
 Slovenská  sporiteľňa,  which  has  been  part  of  Austrian  Erste  Group  since  2001.  Slovenská 
 sporiteľňa operates solely in Slovakia and provides innovative services for their clients in both 
 tradition  and  digital  banking.  Moreover,  the  bank  manages  over  six  million  accounts  which 
 stresses  its  strong  position  in  the  retail  banking  sector  (Slovenská  sporiteľňa,  2019a). 


Všeobecná úverová banka (VÚB) is the second largest bank in Slovakia and is owned by Italy-
based banking group Intesa Sanpaolo. Besides operating in the Slovak Republic, VÚB is also 
active in the Czech Republic (VÚB Banka, 2018). The third largest retail bank is Tatra banka, 
one  of  the  most  successful  members  of  the  Austrian  Raiffeisen  International  Group  that 
concentrates its activates only on the Slovak market. Tatra banka is an innovation leader, with 
the best and most innovative digital banking services in the Central and Eastern Europe. It is 
also often recognised as the best bank in Slovakia (Tatra banka, 2018a). Lastly, Československá 
obchodná banka (ČSOB) is the fourth largest retail bank in Slovakia, owned by Belgian KBC 
Bank, a member of KBC Group N.V. ČSOB operates both in Slovakia and the Czech Republic, 
and is well-known for emphasizing the importance of brand-client relationship (ČSOB, 2018a).  
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1.1.3  A brief introduction to millennials in the Slovak Republic 


Slovak  young  people,  aged  between  19  and  30,  belonging  to  the  Generation  Y  account  for 
 almost 20% of total population (Cerulíková, 2018). They are very active on social media and 
 technology savvy as they have been exposed to it since the early age. They find the Internet the 
 most useful and credible medium when searching for information, which 95% of millennials 
 uses  daily  (ibid).  Slovak  millennials  are  education  hungry  and  the  number  of  young  people 
 accepted  to  universities  increases  every  year.  Millennials  are  very  attractive  for  employers, 
 mainly due to their high education level and technological savviness, which lead to a decreased 
 unemployment rate of young generation in Slovakia. Employment rate reached 42,6% and 74% 


for  people  aged  20-24  and  25-29  respectively  in  2016  (Ministerstvo  školstva  Slovenskej 
 republiky,  2018).  Moreover,  they  are  more  loyal  to  their  employers  compared  to  previous 
 generations. Despite their education, millennials are usually underpaid. Salary of young people 
 living in Slovakia is quite low, often even below the average of the European Union (ibid). This 
 has  an  effect  on  their  living  conditions  and  housing  arrangement.  Data  shows  that  in  2016, 
 92,7% of people aged 20-24 and 72,2% of people aged 25-29 lived with their parents, while the 
 European average was 73,6% and 38,6% respectively (Cerulíková, 2018).  



1.2 
 Preliminary literature review 

A number of studies discussing the importance of branding and brand itself have emerged in 
the past few decades mainly due to rapid globalization and increased competition (Aziz and 
Yasin,  2010;  Berry,  2000;  Heding  et  al.,  2009).  According  to  Keller  (2013)  brand  is  the 
company´s  most  valuable  asset  as  it  is  a  strategic  tool  used  not  only  to  differentiate 
organisations  and  their  offerings  from  the  competition  but  also  to  create  a  sustainable 
competitive advantage. Brand´s image or how people perceive an organization and its products 
and  services  in  their  minds  is  then  affected  by  branding,  a  complex  process  of  creating, 
maintaining  and  changing  the  brand  (Král  et  al.,  2016).  Marketing  communication,  such  as 
advertising,  promotion,  events,  word-of  mouth  and  personal  selling  play  a  central  role  in 
developing  a  brand  image.  By  implementing  these  communication  nodes,  firms  can  express 
their values, increase awareness about their brands and inform about products and services they 
offer (Keller, 2009). Many corporations have strategically understood the concept of branding 
and  building  a  reputable  brand  with  a  strong  brand  image,  which  can  attract  customers  and 
therefore  increase  the  customer  base,  has  become  the  main  objective  in  the  business  world 
(Kotler,  2005;  Lindemann,  2010).  However,  using  brand  offensive  characteristics  to  acquire 
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new  customers  is  not  enough  and  companies  should  also  draw  their  attention  to  brand´s 
 defensive characteristics to maintain existing loyal customers as the cost of retaining a customer 
 is lower than the cost of gaining a new one (Sweeney and Swait, 2008).  


When it comes to building and managing strong and reputable brands that customers are loyal 
 to  and  support,  the  concept  of  brand  equity  is  often  mentioned  (Aaker,  1991;  Keller,  2013; 


Tuominen,  1999).  To  understand  what  factors  make  the  brand  strong,  affect  customer´s 
 perception, behaviour and feelings towards it and help create a powerful connection between 
 brands and customers that will derive benefits for both, marketers follow brand equity models. 


The most popular and widely used one is a customer-based brand equity model designed by 
 Kevin Keller, who sees brand building as a four step process arranged in a pyramid with six 
 blocks (Keller, 2013). 


Other authors also view the brand as a mechanism for creating a long-term relationship between 
 both buyers and sellers, which is critical for customer retention. This long-lasting relationship 
 plays an important role in company´s success as it can turn occasional customers to loyal and 
 committed ones (Agustin and Singh, 2005; Mohsan et al., 2011). When analysing the factors 
 which influence the consumer-brand relationship, experience with the brand, brand satisfaction 
 and  brand  trust  are  mentioned  the  most  often  (Sahin  et  al.,  2011).  Experience  with  brand 
 encounter  gives  rise  to  satisfaction  or  dissatisfaction,  which  influences  if  the  customer 
 purchases  and  consumes  the  brand  in  the  future  or  recommends  it  to  his  or  her  friends  and 
 family (Mohsan et al., 2011). Hence, companies should enhance satisfaction as it is an important 
 tool measuring firm´s performance and precursor of customer loyalty (Fogli, 2006; Sit et al., 
 2009). Aaker (1991) claims that loyalty is the core of brand equity that can bring a firm to the 
 top by providing a number of competitive advantages. Having loyal customers is immensely 
 important  in  highly  competitive  environment  as  they  increase  profitability,  market  share, 
 performance and awareness of the business as well as reduce its costs for marketing (Marzo‐


Navarro et al., 2004; Moisescu, 2006). Loyalty can be maintained for example through reward 
 programs (Schultz, 2000), gathering feedback and implementing it (Kumar and Shah, 2004), 
 brand positioning and mass media communication (Bodet, 2008). 


Product - oriented nature of traditional branding is viewed as an obstacle nowadays as many 
corporations have been transitioning from products to service, making the economy service-
dominant (Berry, 2000; Klaus and Maklan, 2007). Compared to manufactured goods, services 
are more complex and therefore problematic to evaluate due to their unique characteristics such 
as  intangibility,  heterogeneity,  inseparability  and  perishability.  However,  these  unique 
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characteristics  are  the  ones  stressing  that  branding  is  actually  necessary  for  successful 
 marketing  of  service  institutions  as  it  provides  means  by  which  customers  can  evaluate  the 
 brand (Lusch et al., 2007; Pinar et al., 2016). Literature discussing service branding introduces 
 several  service  branding  models  with  various  components  affecting  brands  of  service 
 companies.  However,  these  do  not  differ  much  from  traditional  branding  models  and  the 
 components often mentioned are brand awareness, customer experience, brand communication, 
 advertising  and  marketing  (Berry,  2000;  de  Chernatony  and  Segal‐Horn,  2003).  The  role  of 
 service quality (Lau et al., 2013) and personnel´s behaviour and attitude (Daniel et al., 2012; 


Johnson, 1996) are emphasized especially in service literature as they are the factors affecting 
 customer´s  decision  to  retain  or  leave  to  a  different  service  provider.  Building  customer 
 satisfaction,  which  leads  to  customer  loyalty,  has  proven  essential  in  the  service  industry  as 
 both  customer  satisfaction and  loyalty  benefit  organizations in  terms  of  profitability, growth 
 opportunities and decreased costs (Kumar and Shah, 2004; Sit et al., 2009). Wilson et al., (2012) 
 discovered correlation between service quality, customer satisfaction and loyalty and also argue 
 that  service  quality  plays  a  key  role  in  customer´  satisfaction.  To  measure  service  quality, 
 SERVIQUAL model is widely used (Parasuraman et al., 1988).  


When  analysing  branding  in  the  service  industry,  particularly  retail  banking,  prior  research 
 concludes there was a little importance placed on developing a strong brand. This was mainly 
 due to intangible nature of services and their difficult differentiation (O’Loughlin and Szmigin, 
 2005; Pinar et al., 2016). It has only been recently, after crises and structural changes in the 
 financial environment when banks have realised that building a strong brand with a great focus 
 on  customer  relationship,  satisfaction,  loyalty,  and  differentiation  of  services  is  necessary  to 
 survive  and  flourish  (Moisescu,  2006).  Due  to  this,  full  potential  of  branding  in  the  retail 
 banking has not been exploited yet and therefore academic literature lacks studies about this 
 topic (O’Loughlin and Szmigin, 2007).  


Millennials or Generation Y are generally characterised as technology savvy, educated, hyper-
connected and service oriented (Clausing et al., 2003). They grew up in a technology-saturated 
world  where  Internet  and  information  were  easily  accessible.  This  resulted  in  millennials 
intensively using technology and being comfortable with new and innovative one (Klapilová, 
2016).  Millennials  are  well-known  for  their  connectivity  and  interactivity.  They  love  using 
social  media  to  communicate  with  friends,  look  for  information  and  share  their  experience 
(Bolton et al., 2013; Gurau, 2012). Moreover, they also use Internet and social media to engage 
with brands that they expect to have a strong online presence (Cox, 2015).  According to Syrett 
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and Lamminman (2004) millennial customers are also very brand conscious as they have been 
 exposed to advertising and brands from their early childhood. Despite being brand conscious, 
 they require transparency from the brands. Members of Generation Y prefer brands that align 
 with their values, offer personalised products, allow them to express their unique personality 
 and have a higher status (Johnson, 2006; Lazarevic, 2012). With regards to brand loyalty, it is 
 not a strong trait of millennials, with an exception of retail banks (Msweli and Naude, 2015).  


When  looking  at  millennials  from  the  retail  banks´  perspective,  they  represent  a  valuable 
 opportunity. They are the ones starting their financial life cycle of earning and saving up wealth, 
 taking loans and mortgages and using various banking services (Nava et al., 2014). However, 
 millennials´ weak financial capabilities and reluctant attitude towards banks result in rare visits 
 of bank branches. Cash withdrawals, deposits and mortgages have been identified as the most 
 common  reasons  young  customers  visit  banks  (American  Bankers  Association,  2014).  To 
 manage their finances, millennials use online and mobile banking, which they find easier and 
 more convenient (Ipsos, 2017).  



1.3 
 Objectives and research questions 
 1.3.1  Objectives 

The main objective of this thesis is to explore how retail banks in the Slovak Republic exploit 
 branding and what impact it has on customers’ satisfaction and loyalty. When analysing effects 
 of branding on customers, the research will be focused solely on millennials. This study aims 
 to help institutions operating in the banking industry when creating strategies for maintaining 
 the millennial customers. 


1.3.2  Research questions 


As  proven  by  the  preliminary  literature  review,  branding  is  important  for  an  organization´s 
success and millennials are the most potential customers for the retail banks. However, there is 
a significant gap in research concerning both branding in the retail banking and its impact on 
Generation Y. As trends in retail banking change, competition increases and digitalization is 
drawing a new path for banking, it is essential for banks to understand how to effectively use 
branding to create customer satisfaction as well as build long-lasting relationships, which result 
in loyalty of millennial customers. Hence, the main research question is: 
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What  are  the  effects  of  branding  used  by  the  retail  banks  on  satisfaction  and  loyalty  of 
 millennial customers?  


In addition to the main research question, four supportive sub-questions are designed to help 
 meet the objectives of the thesis. These questions will be analysed in the context of Slovak retail 
 banking sector as there is a lack of research concerning effects of branding on satisfaction and 
 loyalty of millennials as well. The sub questions are as follows: 


1)  How did the banks adopt branding and adjust their brands for millennials? 


2)  What is millennials´ banking behaviour and relationship towards banks´ brands like?  


3)  How does service quality in retail banking affect satisfaction of the millennials? 


4)  How effective is branding in building loyalty through brand-customer relationship from 
 the customers´ point of view? 



1.4 
 Theoretical framework 

Figure 1 presents a theoretical framework for this thesis and establishes a relationship between 
 branding,  satisfaction  and  loyalty  of  millennials  in  the  retail  banking  environment.  It  also 
 highlights other important concepts which will be examined when analysing how retail banks 
 embrace branding and what impact it has on satisfaction and loyalty of millennial customers. 


The framework is divided into two parts – from a retail bank´s perspective and from a millennial 
 customer’s perspective. It is a result of academic literature review, which aims to find answers 
 for the research questions.  


As shown in the theoretical framework below, a retail bank builds its brand and develops its 
 brand image through marketing communication, such as advertising and promotion as well as 
 services offered. Simultaneously, millennial´s perception of the retail bank is shaped in every 
 contact point with the brand through brand awareness and brand encounter. When millennial 
 consumers engage and interact with the brand, they gain certain feelings and cognitions or in 
 other  words  experience  with  the  brand.  When  they  evaluate  both  brand  image  and  their 
 experience  as  an  adequate  one,  millennial  customers  acquire  satisfaction,  a  positive  attitude 
 towards the brand. Satisfaction then establishes a solid foundation for a long-term relationship 
 between  the  retail  bank  and  the  consumer.  The  better  the  quality  of  the  brand-customer 
 relationship,  the  higher  is  the  chance  of  the  consumers  becoming  loyal  and  committed. 


However, if the relationship is weak and customers are not satisfied, they might easily leave 
their financial service provider and shift to the competition.  
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 Figure 1. Theoretical framework 


Source: Author 



1.5 
 Definitions 

The key concepts in this thesis are branding, brand image, customer satisfaction and loyalty, 
 millennials, and lastly, retail banking. Before proceeding to the literature review and the actual 
 research, it is important to have a clear understanding of the concepts mentioned above. Hence, 
 the definitions for those are as follows: 


Branding is a process to intentionally create, maintain and shape a brand in consumers´ minds, 
giving a unique meaning to a particular organization and its offerings. Creating a name, logo or 
symbol, which is easily recognised as belonging to the company, positioning the company in 
the market and creating its own, specific identity are steps involved in branding. Branding can 
be  attained  through  brand  definition,  marketing  activities,  such  as  advertising  and 
communication,  sponsoring,  customer  experience,  products  and  services  offered,  customer 
service and pricing. The main goal is to differentiate companies from the competitors as well 
as to acquire and retain customers. Branding influences how consumers perceive the brand and 
therefore impacts their buying decision (Keller, 2013; Král et al., 2016). Branding is also a tool 
that firms utilize for building and maintaining a relationship with clients (Mohsan et al., 2011) 
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Brand image is a general impression formed in consumers´ minds after interaction with a brand. 


It reflects emotional experience, opinions, feelings and perception consumers have about the 
 brand  (Král  et  al.,  2016).  Brand  image  is  affected  by  product/service  quality,  marketing 
 communication, such as advertising but also by what others say about the brand and consumer´s 
 own interpretations (Keller, 2013).   


Customer satisfaction is a pleasant feeling that a customer acquires after comparing his or her 
 expectations with the actual outcomes from a purchase or consumption experience (Sahin et al., 
 2011; Schiffman and Kanuk, 2004). Satisfaction, a prerequisite of customer loyalty, is affected 
 by the service delivery and quality, price, convenience and value (Keller, 2013; Schneider et 
 al., 1998).  


Customer loyalty can be defined as a favourable attitude based on the quality perception, which 
 is embedded in the consumer´s mind. This attitude then results in a strong commitment to a 
 brand as well as preferring, repetitively buying or re-patronizing a product or service, carrying 
 a single brand name, in the future and not shifting to competition when affected by situational 
 influences and marketing efforts (Jacoby and Kyner, 1973; Oliver, 1999).   


Millennials, also known as Generation Y, are people born between years 1980 and 2000. They 
 have superior technology and researching skills as they grew up in the electronic and online age 
 (Bolton  et  al.,  2013;  Clausing  et  al.,  2003).  Moreover,  these  people  also  have  a  high  brand 
 awareness as they have been strongly affected by mass media and advertising since the early 
 beginning of their lives (Syrett and Lamminman, 2004).  


Retail banking or consumer banking refers to the provision of broad range of financial services 
 to  individuals  and  small  firms  rather  than  large  organizations  and  corporations.  Portfolio  of 
 services in retail banking includes saving and checking accounts, loans, mortgages, credit and 
 debit cards and deposits (Cambridge dictionary, 2019;My Accounting, 2019). 



1.6 
 Delimitations 

In this thesis, an analysis of branding in the retail banking industry is limited only to the Slovak 
Republic  and  the  consumers  taking  part  in  the  research  are  only  the  people  belonging  to 
Generation  Y.  Subsequently,  the  examined  sample  is  small  and  consists  of  millennial 
consumers that have a retail bank in Slovakia. For the purpose of this thesis only millennials 
born between 1990 and 2000 are considered.  
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Since branding in the banking industry is a relatively new and weakly investigated topic, the 
 research is conducted on a more general scale with an exploratory focus.  


In addition, there are certain delimitations for the qualitative part of the research - case studies. 


Out of 27 banks currently operating in Slovakia, the case studies only consider four largest retail 
 banks, in terms of their market share. The delimitations mentioned above need to be kept in 
 mind when generalizing and interpreting results of the study. 



1.7 
 Research methodology & data collection plan 

This section concisely discusses methods which are used for conducting the research and data 
 collection. Chapter  4  then  provides  a  detailed explanation of  research  methodology,  such  as 
 data collection and data analysis methods.   


Since this thesis aims to investigate a phenomenon that has been little examined (branding in 
 retail  banking  and  its  impact  on  millennials)  exploratory  approach  is  chosen  but  also 
 complemented with an explanatory approach as the thesis also studies the relationship between 
 variables, such as service quality, customer satisfaction and customer loyalty. With regards to 
 the  research  methods,  both  qualitative  and  quantitative  methods  are  employed  to  examine 
 effects of branding on satisfaction and loyalty of millennials. As it is difficult to measure how 
 banks adopt branding and adjust their brands for millennials, qualitative approach is preferred 
 in  this  part of the  research.  Qualitative research will allow to collect information  about  how 
 chosen  banks  target  their  brands  for  millennial  customers.  On  the  other  hand,  quantitative 
 methods  are  used  to  study  how  effective  branding,  implemented  by  the  Slovak  banks,  is  in 
 building satisfaction and loyalty from the perspective of millennials.  


The main data collection methods are case studies for a qualitative part of the study, while an 
online  questionnaire  is  used  to  collect  data  for  a  quantitative  part  of  the  study.  In  case  of 
qualitative case  studies, these are concerned with the four biggest  retail  banks in the  Slovak 
Republic.  Information  and  data  presented  in  the  case  studies  are  developed  on  secondary 
information, collected primarily from the banks´ websites and annual reports. With respect to 
the online questionnaire, this combines demographic, multiple choice, category, rank and rating 
(likert-type  scales)  questions.  The  questionnaire  is  posted  and  shared  on  Facebook,  where 
young people belonging to the Generation Y are encouraged to fill it out. These people are also 
asked to share the questionnaire with their millennial friends, which results in a bigger sample 
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and more valuable outcomes. The data is collected from 28th March 2019 to 7th May 2019 and 
 analysed both descriptively and explanatory.  



1.8 
 Structure of the thesis 

This thesis is divided into six main parts. First, Chapter 2 establishes a theoretical background 
 for the study, which aims to provide in-depth knowledge about main concepts that are needed 
 to carry out empirical research. The key concepts for which a summary of existing literature is 
 presented are branding, customer satisfaction and loyalty and millennials. Chapter 3 presents 
 hypotheses  that  arise  from  the  literature  review  and  aim  to  help  in  answering  the  research 
 questions.   


In Chapter 4, a description of the retail banking and millennials in Slovakia is provided as well, 
 to give a clear picture of the environment where the research will be conducted. Subsequently, 
 research methodology, where the overall research designed is outlined and research approaches, 
 both qualitative and quantitative, utilised to meet the objective of the thesis are justified. The 
 process and methods for data collection and their analysis are explained too. Thereafter, Chapter 
 5  is  concerned  with  empirical  findings  and  introduces  case  studies  of  the  four  Slovak  retail 
 banks  as  well  as  results  of  the  questionnaire,  which  are  looked  at  from  descriptive  and 
 explanatory perspective.  


The thesis is concluded in Chapter 6, where main findings, theoretical and practical implications 
of  the  research  are  summarized  and  research  questions  from  Chapter  1  answered.  Further, 
limitations  of  the  thesis  are  pointed  out  and  topics  and  concepts  for  further  research  are 
suggested. 
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2  LITERATURE REVIEW 


This chapter introduces a summary of previous academic research and literature related to four 
 main concepts of this thesis, whose profound understanding is necessary in order to conduct the 
 research and analysis. Namely, these concepts are branding, customer satisfaction and loyalty, 
 and millennials.  



2.1 
 Branding 

This  section  starts  with an  explanation  of  brand  concept  and  is  followed  by  theory of  brand 
 equity, a phenomenon essential for strong brands and their flourishing. Brand building process 
 is  analysed  and  based  mainly  on  Keller´s  brand  equity  model,  which  is  supplemented  by 
 findings from other relevant studies. Thereafter, branding in services is described as well as the 
 role of service quality in this field. Lastly, a discussion of relationship between branding and 
 retail banking is provided.  


2.1.1  Brand concept 


Originally, the word brand comes from the Old Norse word “brenna”, meaning to burn, which 
 was  used  by  farmers  when  burning  a  mark  on  their  livestock  and  claiming  the  ownership 
 (Lindemann, 2010). At its simplest, a brand can still be viewed as something which belongs to 
 someone, however, as the time passed, many researchers came up with new, and more complex 
 definitions of brands. American Marketing Association (2019) defines the brand as “a name, 
 term, design, symbol, or any other feature that identifies one seller's good or service as distinct 
 from those of other sellers.” 


This definition highlights the principal objective of the brand, which is to distinguish products 
 and services from each  other, and  therefore help consumers when deciding  among  offerings 
 that  look  alike.  However,  brand  is  much  more  than  just  means  to  differentiate  products  and 
 services.  According  to  Kotler  (2005)  the  brand  is  the  organization´s  pledge  to  consumers  to 
 consistently provide a particular set of attributes, benefits, services and experiences while Keller 
 (2013) views a brand as a device used in the marketplace to create awareness, prominence and 
 reputation.  


In their book, Heding et al., (2009) present seven approaches to brand definitions, which is a 
result  of  an  extensive  analysis  of  over  300  brand-related  academic  and  marketing  journals 
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collected  between  1985  and  2006.  These  seven  approaches  summarize  different  brand 
 definitions elaborated in the literature and can be found in Table 1 below. 


Table 1. Summary of Heding´s brand definitions approaches 


The economic approach  The brand as part of the traditional marketing mix 
 The identity approach  The brand as linked to corporate identity 


The consumer-based approach  The brand as linked to consumer associations. 


The personality approach  The brand as a human-like character 
 The relational approach  The brand as a viable relationship partner 


The community approach  The brand as the pivotal point of social interaction 
 The cultural approach  The brand as part of the broader cultural fabric 
 Source: Adopted from Heding et al. (2009, p.3) 


2.1.2  Brand equity 


The essence of branding is creating differences by endowing the company´s offerings with the 
 power of brand equity, which is simply the added value provided by the brand. Hence, when 
 creating a strong brand, the concept of brand equity, which emerged in 1980s is often mentioned 
 and explains why consumers have different responses to branded products and services opposed 
 to  non-branded  ones  (Keller,  2013).  For  instance,  consumers  are  willing  to  pay  more  for 
 branded products and services - the premium price is paid for the value that is added by the 
 brand (Bello and Holbrook, 1995). 


For the past decades, this concept has been drawing attention of researchers and marketers due 
 to its importance for success in the market. Benefits derived by firms include higher customer 
 loyalty, outstanding performance, high profitability, increased market share, less vulnerability 
 in  the  market  and  improved  effectivity  of  marketing  activities,  which  all  contribute  to  the 
 company´s sustainable competitive advantage (Aaker, 1991; Keller, 2009; Tuominen, 1999).  


David  Aaker  and  Kelvin  L.  Keller  are  considered  to  be  the  most  prominent  authors  when  it 
comes  to  the  brand  equity  literature.  Both  authors  created  brand  equity  models,  which  give 
suggestions on building a strong brand. These models are partly the same and aim to deliver 
brand awareness, attributes distinguishing the brand from the competition, consumer´s positive 
response and their loyalty. For the purpose of this thesis, Keller´s model is going to be examined 
in more depth as not only is this model more detailed but is also widely used when analysing 
brand  equity  from  the  customer´s  perspective.  Nevertheless,  Aaker´s  model  is  going  to  be 
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briefly introduced in the beginning and his findings will also be added to complement Keller´s 
 research to provide even deeper understanding of brand equity concept.  


Aaker´s brand equity model 


According  to  Aaker  (1991)  brand  equity  is  a  collection  of  intangible  assets  and  liabilities 
 connected  to  a  brand.  This  collection  has  a  positive  (or  negative)  impact  on  consumers  and 
 company itself and either adds (or subtracts) from the value provided by company´s offerings.  


In Aaker´s model, assets and liabilities are organised into five groups, namely brand awareness, 
 perceived quality, brand associations, brand loyalty and other proprietary brand assets, such as 
 trademarks,  patents  and  channel  relationships.  Only  the  first  four  groups  are  relevant  when 
 speaking about customer-based brand equity as they describe consumer´s engagement with the 
 brand (Christodoulides and de Chernatony, 2009).  


Keller´s brand equity model 


Keller (2013) considers brand equity solely from customer´s point of view and defines it as a 


“differential  effect  that  brand  knowledge  has  on  consumer  response  to  marketing  of  that 
 brand”. In this definition, Keller distinguishes three elements that are essential for a customer-
 based brand equity (CBBE). First, the differential effect arises when comparing consumer´s 
 responses  to  branded  products  with  the  responses  to  the  generic  products.  Second,  brand 
 knowledge of the consumers is responsible for differences in their responses. Third, consumer 
 response is subjective and depends on consumer´s preference, perceptions and behaviour which 
 originates from marketing of a particular brand (ibid).  


The author further argues that CBBE exists when the consumer is familiar with a certain brand 
 and holds a strong, favourable and distinctive association with that brand in his/her mind, in 
 this specific order (Keller, 2001). Hence, Keller accentuates the importance of brand knowledge 
 and defines it in terms of two concepts – brand awareness and brand image. Brand awareness 
 consists  of  brand  recognition  and  brand  recall,  with  the  former  representing  consumers´ 


capability  to  identify  the  brand  based  on  their  previous  exposure  to  it  while  the  latter  is 
consumers´ capability to remember the brand when given hints such as product category or 
usage situation (Keller, 2013). Brand image is a reflection of how consumers perceive the brand 
and  which  associations  they  affiliate  with  it.  These  associations  can  either  be  product 
characteristics  and  features  or  meanings  and  benefits  the  product  offers.  The  stronger  the 
associations are, the more favourable and positive perception of the brand consumer has (ibid). 
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Brand image is constantly shaped and affected by every single action of the brand. Hence, no 
 two consumers have the same brand image as it is subjective and individual and varies a lot 
 among different customer and market segments.  


Keller  (2013)  proposes four  steps, which  should  be  consecutively  followed  when  building  a 
 brand: establish brand identity, create brand meanings, evoke brand responses and lastly build 
 relationships with customers. These four steps are further divided into six progressive brand-
 building blocks – salience, performance, imaginary, judgements, feelings and resonance, which 
 are arranged in a pyramid. Figure 2 represents this pyramid, which is commonly referred as 
 Keller´s Customer Based Brand Equity model. Aziz and Yasin (2010) argue that Keller´s CBBE 
 model sums up the power of the brand that is mirrored in people´s minds through everything 
 they have seen, learnt, felt, herd and experienced in their encounters with the brand.   


Figure 2. Keller´s customer-based brand equity (CBBE) model 


Source: Adopted from Keller (2013, p.80) 


2.1.3  Brand building process – determinants of a strong brand 


Understanding  the  brand  building  process  and  customer-based  brand  equity  determinants  is 
 necessary for strong brands as they shape how consumers perceive brands and their offerings. 


It should be a primary objective of every business to build the reputation by creating pleasant 
experiences  around  their  brands,  which  will  then  positively  influence  consumers  and  their 
behaviour towards the brand.  
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As mentioned earlier, the main focus will be on Keller´s four steps of the brand building process 
 and  his  six  CBBE  determinants.  To  supplement  Keller´  work,  Aaker´s  relevant  findings  of 
 CBBE  are  going  to  be  added  to  ensure  a  comprehensive  understanding  of  the  brand  equity 
 concept.  In accordance with the Keller´s CBBE model portrayed by Figure 2 above, the brand 
 building process is following: 


1) Establishing brand identity – determinant: brand salience  


The first step of developing a strong brand is to establish brand identity through brand salience, 
 ensuring the brand is recognizable, stands out in the market and that consumers understand not 
 only the brand itself but also how the brand and its products and services are designed to meet 
 their needs. Brand salience explores how frequently the brand is evoked in consumers during 
 purchasing and usage situations and is essential for creation and strength of brand associations, 
 product or service category identification as well as decision making when lacking a previous 
 experience with the brand (Keller, 2013, 2001).  


Brand salience is a measure of brand awareness, which Aaker (1991) defined as “the ability for 
 a buyer to recognize or recall that a brand is a member of a certain product category''. He also 
 claims that brand awareness is what creates a sense of familiarity, which is especially important 
 in situation when the consumer is in doubt or needs to choose among several brands. A sense 
 of familiarity evokes trust and reliability, resulting in a consumer opting for the most familiar 
 and recognisable brand (Aaker, 1992). As mentioned earlier, brand awareness is composed of 
 brand  recognition  and  brand  recall.  Brand  recognition,  based  upon  prior  exposure,  requires 
 consumers  to  correctly discern  the  brand  when  given  cues about  it, such  as  logo,  symbol  or 
 product itself. On the other hand,  brand recall means that  consumers can generate the brand 
 from their memory without being presented any hints about the brand but rather just general 
 ones,  such  as  brand  category  or  usage  situation  (Keller,  2013).  Brand  awareness  can  be 
 characterised  by  depth  and  breadth,  which  are  two  dimensions  measuring  the  ease  of 
 recognising and recalling a company´s brand. They also determine under which circumstances 
 a brand comes to mind as well as which conditions consumers affiliate with it (ibid).  


2) Creating brand meanings – determinants: brand performance & brand imagery 


Once the brand identity is established, firms can continue creating brand meanings by linking 
brand  associations,  which  include  all  the  feelings,  thoughts,  perceptions  as  well  as  product 
attributes, customer benefits, life-styles, personalities related to the brand (Aaker, 1992; Keller, 
2001). Hence, it can be said the brand associations are everything consumers link to a particular 
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brand. The stronger, more favourable and distinct association consumers have with the brand, 
 the  more  superior  they  will  find  it  and  will  prefer  it  over  other  brands.  In  other  words, 
 associations  are  strong  factors  of  brand  positioning  and  differentiation  (Keller,  2013). 


Furthermore, Aaker (1992, 1991) states that brand associations play critical role in processing 
 the  information,  providing  an  intension  for  purchase,  creating  affirmative  attitudes  and 
 possibilities of brand extensions. Keller (2013) characterizes brand meanings with two types of 
 associations, functional (brand performance) and abstract ones (brand imagery).  


Brand performance deals with the intrinsic properties of the product or service and its capability 
 to meet consumer´s functional needs. Keller (2013) argues that delivering a product or service 
 that not only satisfies customers but possibly even exceeds their expectations is a necessity for 
 successful brands. The author further describes five categories of attributes and benefits that 
 influence brand performance: inherent product or characteristics and supplementary features; 


reliability, durability and serviceability (ease of repair) offered by the product or service; service 
 effectiveness, efficiency and empathy; style and design; and price (Keller, 2013).  


Brand imagery refers to the extrinsic properties of the product or service and focuses on extent 
 to  which  they  can  meet  consumers´  social  and  psychological  needs  (Aziz  and  Yasin,  2010; 


Keller, 2013). Brands use targeted marketing and word of mouth to meet those needs indirectly 
 while customers´ personal experience with the brand meets them directly. Keller (2013) claims 
 that brand imagery deals with abstract aspects of the brand and classifies them in four groups. 


User  profiles  refer  to  consumers´  mental  image  of  people  who  use  the  brand  and  their 
 demographic and psychographic characteristics. Purchase and usage situations include places 
 and channels where the product is bought as well as circumstances of usage. Personality and 
 values are associated with traits and values the brand has and represents. History, heritage and 
 experiences association comes from memories, nostalgia and previous experience. 


3) Evoking brand responses – determinants: brand judgements & brand feelings 


Evoking brand responses is the third step in Keller´s CBBE model, resulting from consumer´s 
 evaluation  of  brand  performance  and  imagery.  Brand  responses  reflect  consumers´  thoughts 
 and emotional state they experience in all encounters with the brand and have a direct effect on 
 consumer  behaviour.  Thus,  companies  should  operate  in  such  way  to  enhance  customers´ 


opinions and feelings towards the brand, ensuring their positive responses. When referring to 
brand responses, Keller (2013) differentiates between brand judgements and brand feelings.  
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Brand judgements are consumers´ personal opinions on a brand, which fall into four categories. 


These  are  brand  quality  (actual  and  perceived),  brand  credibility  based  on  expertise  and 
 innovation, trustworthiness and likability, brand consideration based on the product relevance, 
 and brand superiority (Keller, 2013). In terms of brand quality, Aaker (1991) analyses perceived 
 quality,  which  refers  to customers´  beliefs about  product and  service  quality  and  superiority 
 when comparing them with alternatives. This concept cannot be explained as product´s quality 
 due  to  its  subjectivity  (Zeithaml,  1988).  Perceived  quality  directly  affects  customer´s  final 
 decision to buy, especially when the customer has not done a proper research about the offering. 


It  also  allows  companies  to  charge  premium  prices  and  plays  a  significant  role  in  brand´s 
 differentiation and positioning (Aaker, 1991).  


Brand  feelings  are  customers´  emotional  reactions,  which  a  certain  brand  evokes  in  them 
 (Keller, 2013) and the intrinsic value acquired from using a brand and its products and services 
 (Aziz and Yasin, 2010). There are six main positive feelings a customer can experience when 
 dealing with a brand: warmth (calming sensations), fun (cheerful feelings), excitement, security 
 (safety and comfort sensations), social approval and self-respect as claimed by Keller (2013). 


4) Building relationship – determinant: brand resonance 


Building loyalty relationship between the client and the brand is the last and most important 
step for a brand´s success. This relationship is concerned with brand resonance, which refers to 
the  complexity  of  consumer´s  attachment  to  the  brand  as  well  as  their  mutual  bond  (Keller, 
2013). Behavioural loyalty, attitudinal attachment, sense of community and active engagement 
are four components of brand resonance as described by Keller. While behavioural loyalty is 
about  number  of  repurchases  and  frequency  of  shopping,  attitudinal  attachment  represents  a 
psychological  commitment  or  favourable  feelings  and  trust  towards  a  brand  which  does  not 
necessarily have to lead to a purchase of goods and services. Buyers with a strong attachment 
love the brand and perceive it as something special that makes them happy. Sense of community 
gives  customers  feeling  of  belonging  to  something  connected  with  the  brand  and  its 
stakeholders,  such  as  other  buyers,  personnel  and  brand´s  representatives.  Lastly,  active 
engagement, or the strongest type of loyalty, is the result of consumers’ willingness to engage 
with the brand in their free time when they are not consuming it. This includes memberships, 
joining brand-related groups, attending events organised by the brand, supporting and following 
the brand on social media and so on (Keller, 2013).  



(26)26 


As  loyalty  is  an  important  concept  in  this  thesis,  section  2.2.2  analyses  it  in  more  detail  to 
 provide a profound understanding of this phenomenon, which according to Aaker (1991) is the 
 core of brand equity.  


2.1.4  Branding in services 


Branding used to be often concerned with tangible products until recently, when servitization 
 became more popular. Firms started transitioning from products to services, which resulted in 
 services  dominating  markets  and  challenging  the  concept  of  traditional  branding  (de 
 Chernatony and Dall’Olmo Riley, 1999; Lusch et al., 2007). Despite the increasing importance 
 of services, development of literature covering branding in this area has been rather slow and 
 mostly conceptual (O’Loughlin and Szmigin, 2007). However, many scholars and experts have 
 acknowledged that branding is relevant for services and plays even more significant role in the 
 service sector than it does in the product one (Aziz and Yasin, 2010; Berry, 2000). Especially 
 banking,  airlines,  hospitality  and  telecommunication  were  recognized  as  sectors  where 
 branding can help firms stand out of the competition (Kim and Kim, 2005). 


According  to  Berry  (2000),  succeeding  in  service  branding  remains  a  challenge  for  many 
 companies. This is mainly due to difficulties in service differentiation and tough competition. 


De  Chernatony  and  Dall’Olmo  Riley  (1999)  also  mention  obstacles  with  branding  services 
 which  arise  from  their  distinctive  characteristics  and  make  evaluation  of  services  rather 
 problematic for customers. These characteristics are: 


  Intangibility 


Services are intangible in nature which means they cannot be touched or displayed. This poses 
 an  obstacle  for  both  consumers  and  firms.  As  consumers  cannot  try  the  service  before 
 purchasing,  their  perceived  risk  increases.  From  the  firms´  perspective,  intangibility  makes 
 pricing services difficult. However, reputation of the company, its facilities and equipment as 
 well as attire of the employees can be a proxy for customers when evaluating the quality of the 
 service (de Chernatony and Dall’Olmo Riley, 1999; Klaus and Maklan, 2007).  


  Heterogeneity 


Heterogeneity in services emerges mainly from interaction with employees.  Services are not 
standardised, and customers have different expectations and perception of quality, resulting in 
a unique experience for every customer. To ensure consistent service quality is delivered to all 
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customers, service culture must be embedded in the organization and quality control procedures 
 should be regularly undertaken (Berry, 2000; de Chernatony and Dall’Olmo Riley, 1999).  


  Inseparability 


Services cannot be separated from their providers. Customers usually perceive the employee as 
 the most important component having a significant impact on customer´s experience with the 
 company.  Hence,  the  success  of  service  organizations  depends  on  their  staff.  In  addition, 
 services are produced and consumed at the same time and customers often actively participate 
 in the production phase, which again makes hard to control the service quality (de Chernatony 
 and Dall’Olmo Riley, 1999; Klaus and Maklan, 2007). 


  Perishability 


Perishability also represents a problem for marketers as services cannot be stored, returned or 
 resold. Furthermore, services have no inventory which makes forecasting demand and supply 
 difficult. If the forecasted demand is insufficient, brand image can be damaged and the firm can 
 experience financial losses (de Chernatony and Dall’Olmo Riley, 1999). 


Aziz  and  Yasin  (2010)  claim  that  these  attributes  cause  substantial  dissimilarities  between 
 manufactured products and services and highlight the importance of brand equity. Similarly, 
 Pinar et al., (2016) argue that branding can provide means for customers to evaluate the service 
 brand,  which  is  considerably  problematic  due  to  the  above  mentioned  unique  qualities. 


According  to  Berry  (2000),  building  a  strong  brand  materializes  services  and  instils  trust  in 
 customers, which significantly reduces their perceived risk from buying something that cannot 
 be judged and compared with similar offerings prior to purchase.  


Successful  service  brands  have  several  common  characteristics  that  facilitate  distinguishing 
 among  competing  brands  and  subsequently  choosing  the  preferred  one.  Focused  positioning 
 has  been  recognised  as  the  most  important  characteristic,  especially  nowadays  when 
 competition in service industry is fierce (de Chernatony and Segal‐Horn, 2003). It is vital for 
 companies to occupy a strong position not only in the market but also in the minds of customers 
 (Keller, 2013; Král et al., 2016). De Chernatony and Segal‐Horn (2003) state that for the brand 
 to  be  strongly  positioned,  clarity  is  imperative  and  not  only  the  consumers  but  also  the 
 company´s staff need to clearly understand what the brand stands for.  


Consistency is another important characteristic in the service branding literature (de Chernatony 
and Segal‐Horn, 2003; Pinar et al., 2016). Quality of the service often varies due to high reliance 
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on  the  employees  providing  the  service.  However,  this  can  be  improved  by  implementing 
 systems  supporting  consistency.  Attaining  uniformity  in  every  interaction  with  all  the 
 stakeholders and delivering on promises regardless of environment, time and situation makes 
 the stakeholders feel valuable and helps in building competitive reputation (Král et al., 2016). 


De  Chernatony  and  Segal‐Horn  (2003)  observed  that  particularly  strong  service  brands 
 achieved  consistency  between  organization´s  culture,  brand  values,  employees’  behaviour, 
 marketing and communication, which contributed to a good image and positive perception of 
 the brand by all the stakeholders.  


Finally, a strong organizational culture is the last characteristic of successful service brands. It 
 is critical to establish core values and embed them in the organizational culture so that everyone 
 in the company is   aware of them and committed to deliver them to all the stakeholders  (de 
 Chernatony and Segal‐Horn, 2003). To educate the staff about brand values and promises, firms 
 use  internal  marketing  that  ensures  correct  understanding  and  transfer  of  those  values  and 
 promises to customers (Pinar et al., 2016). Berry (2000) asserts that only firms that believe in 
 their  values  and  are  able  to  internalize  the  brand  can  enjoy  consistent  and  effective  service 
 performance.  De  Chernatony  and  Segal‐Horn  (2003)  support  this  observation  and  add  that 
 organizations whose values are reflected in their brand image can gain a sustainable competitive 
 advantage, which will be difficult to duplicate and will serve as a source of differentiation.  


Berry (2000) interprets a service brand as a “promise of future satisfaction” and introduces a 
 service-branding model from customer´s perspective. This model is presented in Figure 3 and 
 portrays the relation among elements necessary for brands in service industries. These elements 
 are presented brand, external brand communication, customer experience, brand awareness and 
 brand meaning (brand image). Together, they made up service brand equity.  


Figure 3. Berry´s service branding model 


Source: Adopted from Berry (2000) 
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As visible in Figure 3, presented brand and external communication affect brand awareness, 
 which then indirectly influences brand equity. Presented brand is comprised of elements that 
 can be easily controlled by the organization (name, logo, marketing communication, appearance 
 of business premises and employees). On the other hand, external communication cannot be 
 controlled  by  the  organization  and  includes  word-of-mouth  and  publicity.  When  looking  at 
 Figure 3, it is visible that in the service context the author highlights the importance of customer 
 experience,  the  source  of  brand  meaning  or  brand  image,  which  directly  influences  brand 
 equity. The role of personal experience is emphasized because it forms customers´ opinions and 
 feelings about a particular brand while company´s presented brand and external communication 
 only  show  what  the  brand  represents  and  promises  (Berry,  2000).  Customer  experience  is 
 created  during  service  encounter  when  the  service  is  delivered.  This  gives  a  remarkable 
 attention to employees who become part of the service and directly impact customer experience 
 (de Chernatony and Segal‐Horn, 2003).  


2.1.5  Branding and service quality 


Service quality has been identified to have a crucial role in branding of service organizations 
 as  it  is  a  factor  that  successfully  differentiates  from  the  competitors  (Lau  et  al.,  2013). 


According to Fogli (2006), service quality can be defined as “a global judgement or attitude 
 relating to a particular service; the customer´s overall impression of the relative inferiority or 
 superiority of the organization and its services“ while Parasuraman et al., (1985) argues that 
 service  quality  is  the  degree  of  disparity  between  customers´  anticipations  for  a  service  and 
 their actual perceptions after a service encounter. Once the customer-company relationship is 
 formed, customer enters it with particular anticipations. The service quality can then either meet 
 or  (disappoint)  these  anticipations,  which  will  have  a  positive  or  (negative)  influence  on 
 customers´ perception of the company and its brand (Klose and Finkle, 1995). Indeed, it is a 
 goal  of  every  service  provider  to  deliver  a  service  with  an  excellent  quality  as  it  impacts 
 customer satisfaction, which leads to customer loyalty (Lau et al., 2013).  


When  it  comes  to  the  academic  literature  analysing  service  quality  measures,  SERVIQUAL 
 model is the most popular tool. This model was introduced in 1985 by Parasuraman, Zeithaml 
 and Berry. Originally, SERVIQUAL model used to have ten service quality dimensions which 
 came as a result of a 97-item questionnaire. However, this model was later redesigned, and the 
 ten  dimensions  were  reduced  to  five,  evaluating  customers´  perceived  service  quality. 


According to Parasuraman et al., (1988) these five dimensions are:  
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1.  Tangibility  -  the  appearance  of  the  physical  facility  and  employees  as  well  as 
 functionality of equipment 


2.  Reliability - accuracy and dependability of the delivered services   


3.  Responsiveness – delivery of prompt services and willingness to help customers 
 4.  Assurance – politeness as well as knowledge and ability to instil trust and confidence in 


customers when providing the service 


5.  Empathy – provision of customized services and individual approach to every customer 
 (willingness to understand customers´ problems and resolve them in a timely manner) 
 2.1.6  Branding and retail banking 


Reviewing the branding literature in financial services shows that the research in this area is 
 lagging behind as in the past banks did not give much attention to branding and building their 
 brands mainly due to unique characteristics of services, making differentiation difficult (Pinar 
 et al., 2016; Vazifehdust and Kia, 2017). However, the world is changing and so is the banking 
 industry. For the past decades, retail banking has been facing several forces that shaped it and 
 brought  a  number  of  opportunities  and  challenges.  Canals  (1994)  debates  globalization  and 
 liberalization that permitted new players to enter the market as well as emerging technologies 
 and empowerment of customers. Pinar et al., (2016) highlight recent economic uncertainty and 
 financial crisis. All of these forces and events contributed to dramatic changes in retail banking 
 operations and the whole sector, which made the banks realize the importance of branding as a 
 tool to attract new customers and create a distinctive brand image but more importantly to retain 
 the old customers and build long-lasting relationships with them (Mohsan et al., 2011; Pinar et 
 al., 2016).  


Majority of the authors share the same opinion that the most important factor in building the 
 emotional connection with customers, which leads to a relationship in service organizations, 
 such as financial institutions is front-line staff (Pinar et al., 2016; Vazifehdust and Kia, 2017). 


This  is  due  to  increased  interaction  between  people  and  personnel  who  deliver  the  banking 
services and become perceived as the brand in customers´ minds. This means they have a direct 
influence on clients and are the ones who can surpass or disappoint their expectations, which 
further affects if the client will use the brand in the future or not. Hence, an emphasized role of 
service staff gives implications to brands to provide employees with appropriate training and 
ensure the correct understanding of brand values and promises (ibid).  
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Despite technology opening new opportunities, marketers confirm it challenges branding and 
 building the relationship with clients. Quickly emerging new technologies, banks implementing 
 innovations to bring flexibility and convenience to clients as well as embracing automation and 
 self-services  resulted  in  a  decrease  of  banking  personnel  and  depersonalised  environment 
 (O’Loughlin  and  Szmigin,  2007).  However,  Walker  (2014)  argues  that  banks  can  exploit 
 automation and self-services and enhance customer-brand relationship through consistency and 
 personalised and customised touches, which will make customers feel valued and satisfied.  


O’Loughlin and Szmigin (2005) claim that for differentiation to be successful, banks need to 
 create an added value through branding, which will meet emotional needs of customers as those 
 last longer compared to functional needs. However, later research shows that banks struggle 
 with this as customers appreciate functional values, such as convenience and rates more than 
 the emotional ones. This results in banks focusing on enhancing functional needs that do not 
 provide a point of differentiation (O’Loughlin and Szmigin, 2007). If banks want to distinguish 
 themselves from the competition, they need to include these functional values in brand appeals, 
 which will then also meet the emotional values, as argued by O’Loughlin and Szmigin (2007).  


Financial  institutions  also  struggle  with  creating  a  brand  image  that  would  hold  a  unique 
 position in customers´ minds as their advertising is generic, emphasizing banks´ market share 
 and  age,  which  clients  do  not  find  relevant.  Academic  literature  suggests  retail  banks  to 
 effectively  exploit  advertising  and  communication  to  create  a  differentiated  brand  image 
 established  on  consistency,  values  and  promises  delivered  by  banks,  which  will  prevent 
 customers from viewing banks as commodities (O’Loughlin and Szmigin, 2007, 2005).  



2.2 
 Customer satisfaction and loyalty 

This section describes customer satisfaction and customer loyalty, which both  play a critical 
 role in the business world. Fierce competition in the market makes customers scarce resources 
 and firms try to deliver beyond their expectations to please and satisfy them which often leads 
 to loyalty. Turning satisfied customers into loyal ones and then securing them has a beneficial 
 impact on profitability, growth and future development of the company (Moisescu, 2006).  


2.2.1  Customer satisfaction 


Customer  satisfaction  can  be  defined  as  a  positive  attitude  that  a  customer  derives  from  a 
consumption experience (Sahin et al., 2011).  Schiffman and Kanuk (2004) link their definition 
with customer´s expectations claiming that satisfaction is individual´s judgement  based on a 
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