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In the first part, we discussed what CRM (Customer 
Relationship Management) is all about and its potential 

benefits to the organizations that adopt it. We also 
discussed three different types of CRM from 
architectural perspective. We also discussed the 
implementation aspects. From the previous article, it 
was abundantly clear to us that to derive sustainable 
competitive advantage one must embark on CRM 
initiative in any service industry. According to Gartner 
the banking industry is way ahead of other industries in 
recognizing the value of CRM and implementing decision 
support systems to enhance its utility. 

In this article, which is a sequel to the earlier one 
published in the previous issue of Fast Forward, we will 
explore its applicability and benefits to banking industry. 
We will also discuss the misconceptions about CRM. We 
shall highlight some success stories and highlight critical 
success factors.

We begin with the architectural framework for a typical 
CRM implementation.

In the post-CBS (Core Banking Solution) scenario, the 
next biggest technological initiative that banks could 
embark on would be customer relationship management 
(CRM). In figure 1, we present the natural headway a 
commercial bank should make from CBS to CRM. Here, 
one can notice that CBS drives the business / transaction 
automation to a great extent which is of importance 
from the customer service delivery aspect. However, 
there is still a pressing need to learn the purchasing 
habits, saving habits and investing habits of customers so 
that banks can service them even better and in a more 

CRM 

in Banking – Part 2
focused manner. It is towards this end that CRM initiative 
leads a bank. In other words, CRM initiative achieves 
strategic business decision making automation. 

Further, in figure 2, the progression from CBS to CRM is 
succinctly captured, whereby one can notice that as the 
maturity level of bank – as measured by the technological 
initiatives embarked by it- increases, its ROI (return on 
investment) also increases. In other words, full ROI is 
accomplished if one takes the arduous but eventually 
fruitful journey of CRM with important milestones such as 
data warehousing and data mining. 

Having recognized that Operational CRM and Analytical 
CRM are functionally interdependent and independent 
components of a CRM architecture, the former collects 
and maintains repertoire of customer information in the 
form of demographic, transactional and psychographic 
data through various channels such as web, phones, e-
mails, and other such means. This module of Operational 
CRM acts as an essential prerequisite for performing the 
next step, i.e. Analytical CRM. In this stage, the customer 
data is extracted,cleansed, de-duplicated, integrated, 
and eventually mined using the technologies of data 
warehousing and data mining in tandem. 

At this juncture, one must remember that both data 
warehousing and data mining are essentially envisaged, 
initiated, funded and owned by business units of banks. 
So is the case with the CRM project in a holistic 
perspective. Having said that, none of these milestones 
in the journey towards CRM could ever be achieved 
without active collaboration with IT units of the banks. 
Thus, essentially, it is the strong synergistic relationship 
between business/marketing unit and the IT unit of a 
bank that make the CRM a hugely successful initiative. 
This eventually takes us to good IT governance practices.

In the Indian banking system before the advent of CRM, a 
decade ago it was not difficult for a customer to choose a 
bank. Very often, the teller as well as the branch 
manager would recognize most customers by name and 
typically the bank and the customer's family had 
historical bonds. Everything else being equal, customers 
chose a bank because it was convenient. 

On the other hand, banks earned customers' loyalty on 
the basis of personal relationships, trading on history and 
mutual loyalty, and on face-to-face interactions and 
long-term knowledge of the customer as a person, not 
just an account number. 

Even now in many branches customers operate in the 
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same way. However, technology, commoditization, 
deregulation and globalization have forever changed the 
equation between customer and his bank in a drastic 
manner. 

The model of the personal neighborhood bank is a almost 
extinct and is replaced by national and multi-national 
service providers, ATMs, Internet banking, automated 
call systems and a proliferation of product choices. None 
of the services are restricted by traditional ties of 
geography and familiarity.

For consumers, this competitive scene has brought a 
plethora of choices, at the expense of the personalized 
nature of traditional banking. Nowadays, bank customers 
do not mind shifting loyalty as they now have the ability 
to pick and choose from the latest deals-of-the-day that 
appear, pre-approved, in the mailbox and without much 
hassle. For banks and financial institutions, this 
competition posses a challenge to show different levels 
of service as well as profit. 

A typical bank has many local, regional, national and 
global competitors. In this increasingly fragmented 
industry, most players hold a relatively small and 
unreliable market share. Customers show loyalty until 
enticed by an attractive short-term interest rate or 
direct mail offer. This new order calls for a new mindset. 

Retail bankers have to behave more like retail 
merchants, focusing on ways to gain customers, keep 
them and maximize profitability from each — and all the 
while streamlining product costs and customer contact 
channels. Many banks have been doing these by resorting 

to advertising in various channels and constantly 
monitoring and seeking to increase sales in each product 
line. However, these measures fall short of maximizing 
value from existing customers. 

Banks need to reconsider their traditional focus on 
product lines. It's time to adopt a comprehensive view of 
the customer as part of a continuum, not just a sale, and 
to manage the life cycle of the relationship, not just a 
series of transactions.

Meridien Research predicted that retail banks would 
spend about $6.8 billion on CRM in 2001. Those 
investments will benefit the banks by:

Restoring the personal-service connotation t h a t  
was previously removed.

Fostering greater long-term loyalty through 
relationship building.

Maximizing lifetime value of each customer through 

cross-selling.

Enabling immediate action to retain the most 
valuable customers.

Identifying high-risk customers and enhancing 
service facilities accordingly.

Enabling the bank to fulfill customer needs at the 
right time with the right offer.

Increasing the rate of return on marketing 
initiatives.

When rightly implemented, CRM is a sound business 
strategy to identify the bank's most profitable customers 
and prospects, and devote time and attention to 
expanding relationships with those customers through 
individualized marketing, re-pricing, discretionary 
decision making, and customized service - all delivered 
through the various sales channels that the bank uses. 
Further, CRM also concerns the identification of potential 
voluntary defectors /churners from the extant bunch of 
loyal customers and reaching out to them with several 
personalized, targeted marketing schemes so as to retain 
them. 

Moreover, using customer life-time value models, one 
can estimate the potential revenue that would accrue 
from a customer in future. All this would be accomplished 
with the use of technology paradigms like data 
warehousing and data mining. 

Campaign management in a bank is achieved using data 
mining tasks such as dependency analysis, cluster profile 
analysis, concept description, deviation detection and 
data visualization. Crucial business decisions with a 

campaign are made by extracting valid, previously 
unknown and ultimately comprehensible and actionable 
knowledge from large databases. 

Customer segmentation models tell us what the different 
customer segments are, who are more likely to respond 
to a given offer, which are the customers  whom the bank 
is likely to lose, who are most likely to default on credit 
cards, what is the risk associated with  a loan applicant. 
Finally, a cluster profile analysis is used to arrive at  some 
distinct characteristics of each cluster, and for modelling 
a product propensity, which should be deployed to 
increase the demand for the product.

From a strategic perspective, CRM rallies resources 
around customer relationships rather than product lines 
and encourages activities that maximize the value of 
lifetime relationships. From an operational perspective, 
CRM links business processes across the supply chain from 
back-office functions through all customer contact 

lac  tiy Dl Ran MA

Biz Automation

Strategic Decision Making Automation

Holistic architecture of CRM



Fast Forward   September 2010 3

channels (“touch points”), enabling continuity and 
consistency across a customer relationship. From an 
analytical perspective, CRM provides a host of resources 
that enable banks to fully understand customer 
segments, assess and maximize lifetime value of each 
customer, model “what-if” scenarios, predict customer 
behaviours, customer churn and design and track 
effective marketing campaigns (www.sas.com).

Is it an IT project? Not at all. IT is only part of your 
CRM project which would help you achieve your business 
goals.

All CRM software are pretty much the same but only 
differ in some functionality and are dedicated to only a 
part of the holistic CRM initiative. Thus, CRM software 
can connote any of the following three: software to 
maintain call centres, run data warehouses or run 
analytics (data mining) depending on the vendor usage 
and the stage of implementation of the CRM project. The 
primary consideration at the time of choosing the 
software should be based on how effectively it meets the 
user's business requirements.

Do we just need a vanilla, “out of the box” system? 
No, this approach would not be appropriate. The bottom 
line then is the acquired CRM Software has to be 

customized to achieve business objectives. 

Is the software going to work as per requirements? 
Don't expect the software to work like a magic wand. 
Unless the user  sees it for  himself and is convinced, he 
needs to be sceptical of the claims made by the vendor. 

Can one just install the software and use it right 
away? CRM software is not like installing a routine word 
processor or even an accounting system. These systems 
are intricate and complex when it comes to installation 
and configuration. 

If we change our processes to fit into the system? 
Don't look to software to fix broken business processes. 
Get your business processes under control before looking 
at software. This is especially true in Indian banking 
industry, where business units, IT department, CRM 
department (in some banks) work in silos without 
adequate co-ordination and collaboration. 

Is it not the CRM partner's job to figure out what we 

Q & As on misconceptions about CRM (Source: 
www.thecrmcoach.com)

need and make it work? A tharough business requirements 
document is essential to the success of a project. This 
document has to describe, in detail, what your CRM 
system needs to be able to do, from a business angle. 

In many cases,the service provider/integrator 
defines this for a bank. However, if the business unit of 
the bank is involved and drives the definition of this 
document, then the subsequent journey of the CRM 
would be much smoother enabling successful 
implementation of the project. The time spent in the 
initial stages in being meticulous would lessen the 
glitches during implementation and processing. 

Can we train our staff ourselves? Again, this approach 
may trigger disinterest and lack of commitment on the 
part of the project team. Lack of seriousness about the 
implementation of the project could jeopardize the 
entire project. 

Can not the staff work on the system if instructions 
are given to them?  This could be misdirection from the 
management. Ensure that the whole team is involved 
right from the design phase so that they feel included in 
the entire project and feel more responsible. This could 
also call for a change in management skills of those in 
charge of the project. 

Some case studies:

Wells Fargo has become the prime user in leveraging  
internet services and one of the largest internet banking 
(iBanking) entity in the world. It leads in the area of 
service and convenience to its 16.4 million customers and 
has been able to reduce transaction costs and customer 
defection by 50 per cent for online customers. One of its 
main area of focus is that of servicing its high net worth 
customers by better integration of customer information 
and service applications and to assist representatives of 
customer in sales and services to easily provide a one-
stop-shop for any kind of banking service or transaction.

Wachovia, known for its CRM strategy with PRO (profit, 
relationship and optimization), focuses on cross-analysis 
and segmentation in the evaluation of existing and 
potential profit of customer rather than the profit of the 
organization. In general, a combination of PRO-customer 
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profiling, customer targeting, marketing engine and 
sales contact planning is geared to develop specific 
channels and product offerings to all user groups. This 
has increased customer retention rate by one-third with 
the use of technological applications.

Bank One - now part of JPMorgan Chase - prides itself on 
the 'Service Quality' it provides for its customers. It has 
built its organization by going ZAYNAB MUAZU THESIS 
Nigeria 50 into tactical alliances and mutual 
relationships with Intel, Metro Group, Merchants Group, 
etc., to help in finding out and satisfying the 
requirements of their customers promptly and 
effectively. 

With the Royal Bank of Canada (RBC), which has 
implemented segmentation of customers through data 
warehousing is able to distinguish profitable and other 
less profitable micro segments. Customer data collection 
and segmentation allows for assessment of current and 
potential customer value as it assists in understanding 
lifestyle changes and needs. The objective of the RBC has 
changed from one-to-one marketing to what works and 
what does not for the organization and customers. It runs 
refinement tests to keep up with standards on a regular 
basis.

Merita-Nordbanken Bank emerged as one of Northern 
Europe's largest bank in 1997 resulting from a merger 
between Merita Bank in Finland and Nordbanken of 
Sweden. The bank is possibly the most developed 
electronic bank in the world, providing customers with a 
selection of e-banking solutions and contact channels 
ranging from wireless application protocol (WAP) to 
automated teller machines (ATMs), telephone, mobile 
and internet banking. It has also been able to create a 
single password which a customer can use to access an 
array of the services the bank has to offer.

Chinatrust Bank is known as an organization which 
operates as a family and as such, treats customers as its 
members. The bank has maintained its position as one of 
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the largest credit card issuers in Taiwan, introducing 
several products and services. The bank was one of the 
first banks to extend the banking hours to 7.00 pm, roll 
out mini-branches, and operate banking on weekends and 
on public holidays. It also pioneered branches with no 
staff - self service by customers.

Taiwan-based bank SinoPac, is a private bank renowned 
for its oustanding performance and vision of the best full-
service commercial bank in the Asia-Pacific region. The 
bank provides a platform for Money Management Account 
(MMA) and also the Cross Pacific Account (CPA). The bank 
has benefited by data mining, and the availability of one-
to-one marketing has increased its customer base.

The bank derived lots of benefits by implementing CRM. 
One important benefit was the reduction of costs. 
Another benefit was reduced complexity since there was 
only one platform and one contact point. The integration 
of all the systems on one platform offered easier 
architecture and decreased the time needed for support 
of various systems. 

Furthermore, operations improved by increasing 
employees' capabilities. Thus, effectiveness and 
performance improved the level of service increased and 
response time improved. Although the number of 
customer calls increased their waiting time for resolution 
decreased. 

CRM enabled the bank to come closer to its customers as 
it emphasized customer service rather than focusing 
merely on sales targets. The bank could provide 24x7 
services with a success rate of 92 per cent. Implementing 
CRM resulted in significant increase in the bank's 
revenues. People involved in CRM project- stated, 
effective project management, realistic time 
scheduling, perfect programming and not exceeding the 
budget are critical success factors for CRM 
implementation. 

Another factor was good coordination between the 
project team and external consultants who were from an 
experienced consultancy firm. In addition, their having 
access to the 'best business practices' was crucial. The 
bank fully recognizes the value of CRM system for its 
development and success in the market and has 
established a Strategic Analysis and CRM department.

In summary, we quote:

—  Douglas Allred, 
Senior Vice President, Customer Advocacy, 
Cisco Systems
How are you treating your customers? Does anybody in 
the bank have a purview across business lines, channels 
and touch points? Gartner's research shows that less than 
10 percent of enterprises (banks) have a single, 
integrated view of their customers and, those that do are 
just beginning to leverage their investments to improve 
customer loyalty and profitability.

SinoPac

A major Greek bank

 

*********

"If your customer 
satisfaction is decreasing, you're in a death 
sp i ral . Cust omer sat isfact ion equals 
customer loyalty." 

Governor inaugurating the CRM lab on 18th June, 2010

For any clarifications please contact on email:
 vravi@idrbt.ac.in
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