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Care to CRM?

e

§ %y Customer
Relationship
Management or
CRM is the

most talked
about
subject in the
business circles
these days.
Amidst all the
hype surrounding

CRM, there is

little doubt that

it is an invaluable

tool for all businesses, including banking.

- G P Vinaybabu

18 Inteligent Banker O Sefember 2000




R S W (OVer SLoTy

he new age has brought with it a
transformation m the customer
behaviour. Slogans like “customer
the king’, “Customer the
indispensable’ are long passé. Whar we
have today are customers, who are not
satisfied just with berrer choice and better
service but who are looking at better
relationships with the company that serves
them. A reladonship thar lasts long and
delivers the promise of qualire Enter
customer relarionship management,

When customers demand  more, what
do the suppliers do? Rely on the promise
of advanced informarion  technology
solutions.  Customer savvy  businesses
today are using scientific techniques to
analyse the starus of cheir sales and profits,
to learn more than ever abour cheir
customers, and then o put that knowledge
to work. Armed with a strategy for
Customer  Relationship  Management
(CRM), these businesses are winning, new
customers, delivering  highly mrga:rtd
solutions  to  existing  customers, and
bulding the type of customer layaley that
will increase sales and  profitabilicy for
YEars to come,

CRM is being echoed by almost all
companies these days, But the real value of
CRM in retaining, customers has not been
fully understood by manyv. The new
millennium  companies no  doube
understand that communication s the
cornerstone of effective customer relations,
But despite wsing multimodal communi-
cation channels companies are vet to enjov
the frmts of CREM. With
demanding recognition, value, quality and

CUSIOMCEs

respect for their pammonage, companies are
finding it difficult oo effectively meet them,
Look at these examples:

3 Banks know your name through vour
ATM card—but not which language you
prefer o speak,

3 Technology companies ask reperitive
questions through various communication
forms  before extending customer support
3 Phone companies offer an array of new
services  to give  CUSIOMECrs  mMore
convenicnce bur only during  business
hours

The udlity of CRM comes to the fore

when the companies understand thae not
all of a business’s customers are of cqual
value—and that it is essental o pay the
attention o the most valuable
customers. For example, a leading U5,
airline estimates thar six percent of its
customers represent 24 percent of all miles

most

flown and 37 percent of all revenue, Given
that industry’s high fixed costs, these

adding some relationship value w a
product-based  customer iteracrion,
companies need o focus first on the
customer, and on adding maximum value
to the customer’s relationship to the
company. Selling multiple produces to the
customer,  generally  through
CAMpAigns or promotions, gives way
developing an understanding over time of

s

CRM doesn't just help companies to analyse customer
demands and behaviour for better co-ordination, but also
devise ways to identify ways to bring occasional customers
into the tier of more valued and more-profitable customers

customers probably represent half or more
of the airline’s profits, Other companics
and mdustries have similar statistics.
CRM doesn't just help compames o
analyse customer demands and behaviour
for better co-ordination, bur also devise
ways to identify ways to bring occasional
customers into the ter of more valued and
mnrc-pmﬁmhlc CUSEOTIETS,

A historical perspective

CRM s a natural corollary of the
sweeping changes being witnessed across
the globe. The essential shift has been
brought forth by the businesses murning
from being predominanty manufacturing
to more of a service-oriented approach.
Recogmzing that their most proficable or
poatentially profitable customers are among,
their cxisting customers, Companies are
trying to learn to sell multiple products to
those same custonners. The resule: lower
cost of acquisition and some increase in the
customer switching cost, But even the best
customers in this model can still be lured
away by new products or promotions
elsewhere, .

Mot long ago, only a few product
categories  entailed  lifelong  customer
relationship like the cars, Bur the challenge
of today is to extend the same w all
product categories irrespective of the
length of its utility, The point in question
15 not the producr irself bur the brand
identiry and the relationship thar company

enjoys with the customer. Instead of

who cach customer 1s and what he wanes,
and then using that knowledge o sell
better service to him,

The business drivers of CRM

Companies are spending $3.5 billion per
year on relationship marketing, according
to the Gartner Group. They're doing so
because CRM is delivering quantifiable
business  benefits, Value-chain analysis
helps o show why

Internet and multicom channels

The Internet by it very nature is a
powertul driver of CEM. Web purs
tremendous  product supplier
informartion ineo the hands of consumers
and corporate buyvers, A range of reporting
and analysis services—from  Consumer
Beports to million-dollar consultants—do
the same. more

and

Customers  have
information than ever before on which o
base their purchase and relationship
decisions, which makes those customers
maore sophistcared.

Customers also have more access and
interaction points with their suppliers. In
addition to gerting more information from
the companies with which they do
business, customers today have more ways
to interact with those companies—
mmcluding phone, fax, email, Web, mail,
on-site and more. That's encouraging
businesses o customize and  maximize
their use of each of these avenues and to
build relationships

profitable with
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customers who prefer ro use these new
channels of interacoon.

The power of Choice
In  today’s competitive
environment, offering a choice of methods

business

of communication, and ensuring that high
levels of customer service are provided,
whatever method the customer
chooses to use, 15 essential.
The number of
customers wishing
to use e-mail and
communicate
directly through
Web
growing
daily, and

sites IS

t h c
imminent
arrival of

interactrive

television, with its
potential o open up
Internet access, will introduce
these channels o
markets. There is a real need to invest in

New  Imass
customer contact strategics thar allow
highly personalised and integrated levels of
service across all contact channels. The
customer interface widely seen as being the
key to providing this kind of truly world-
class customer relarionship management,
15 the Web-enabled call centre.

Back to basics

It is casicr for now companics entering
the market to get this nght. They have a
clean slate and can adopt the night culmure
and processes from the ourset. For existing
businesses  that are trving t  trn
themselves into modern CRM organi-
sations, the issues are more complicared.
To succeed in the long term they need o
go right back o basics and redefine their
vision, taking inro account all the new
ways of doing business and the new twols
available. They then need to assess how
their organisation must funcrion  to
support this vision. They need to define
their culmure, customer groups, proposi-
Hons, competinve positioning, routes o
market, sales, service - everything - and
work our where changes need to be made

and where gaps need filling, The message
is reallv verv simple. CRM rtools and
processes will improve efficiency, bur long-
term effectiveness i delivering benefis to
customers and the business, and therchy
creating and sustaining reladonships, will
only be achieved if the thinking is clear
right from the start.

CRM in banking

While the Inrernet
revolution  has
E'.!}Tnll't'd tl:'lL‘
hearts and

m an v
CONSUMCErs,
ﬂ.'ﬂgl"l— o use
it for buving

goods  and
SCTVICES, ONe
sector has

proved slow o
hook the buvers: the
finance market.
Research has shown thar
customers prefer to be able o
speak ro an adviser when making a major
imvestment, such as mortgages or loans.
Some 63 per cent of online users stated that
they would be more inclined to buy with
“human interacoon™ {source: Yankelovich
fartners, 1998), This 1s whar makes CRM
in banking a challenging proposition.

Bur solutions have been developed thar

help bankers leverage the benefits of

CRM. Cyrck’s Banker’s edge is an
example. It is a decsion support system
developed for retml and commercial
banking insrirutions. The solution aids
decision makers by capruring kev dara and
allowing managers to “shice and dice™ the
information in virtually any way they
choose. For example, users can make up
querics on the fly, searching for the
information thar lets them identify which
customers to target with a new product or
to find out which bank branches have high
loan defaule rates. Users can just as casily
save their search queries and use them as
templates to generate additional query
reports from the same dara metrics. Ar the
back end. the system provides analysis that
can be tied to geographic, product,

minds of

channel, and customer dimensions. Ir uses
relational
online analyric processing  capabilities

Informix MetaCube, whose

enhance overall pfrﬁ]rm;mcu and
automated administration.

Banker’s Edge offers complex revenuc
and expense hierarchies thar allow close
examination of complex indicators such as
risk factors, pavment amounts, and inrerest
rates, as well as computed indicators such
a5 L'Uil:[!f'r.\ :'I"-'\'.'l'.'l.'g'j.'h-.\I .Inlf.{ FK.'I'(.'I."III‘JE"(.'.‘L ]'I'I
addirion, uscrs can modify the damabase o
and

handle

addiional  metrics
The

unlimited amounts of data. The front-end

accommodate
dimensions. svstem  can
application makes data accessible on the
Web or a client-server svstem. Users can
choose from more than 50 predefined
reports or create their own, Having the
right dara ar their fingertips, afrer all, helps
managers make informed decisions. As
more companies enter the financial
scrvices arcna o compere direcrly with
banks in tradinional and e-commerce
markets, banks must find new ways to
differentiare their producrs and services.

Call centre approach

With customer in charge of the
marketplace and companies having several
serve the

COMMUNICATION  AVENUes to

customer  needs, the problem of
mtegrating the two came up. That lead to
the emergence of the call centre concepr. A
maodern call centre must be able o cope
with the ever-increasing growth
channels of communication, and dara
volumes that are highly flexible and offer
rehability, integnity and secunity; these are
absolutely essential components o any
busincss straregy for the new millennium.
The current focus is on improving the
quality of customer service; but customers
expect the levels of scrvice o improve
dramatically. This means a business with a
flexible, pro-acrive and responsive service.

Pro-acove pursuit of customers is also
changing customer relationship manage-
ment, especially from non-traditional
market entrants. New  drivers require
businesses to focus on such external
meastres as share of customer spend, mass
personalisation, lifetime customer  value
chain management. The

and value
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First Direct’s philosophy s to recognise what is doving
people’s lives in the 21st century Issues such as time, the
shortage of it and the increasingly busy lives. In this
environment your bank should be there when vou wanr ic. If all
one wants 15 simple, fast and efficient banking then firstdirect
gives it. If you want to bank at 2.00am, then bank ar 2.00am.
If you wane to review your accounts in depth on the net, do it
If you want contact the bank on your mobile, why not? In
short, First Direct is an our and out customer centric bank of the
new digital era. Frst Direct delivers grearer conmol to the
customer through computers, by relephone, and by maobile
phone. The bank calls itself the Internet Bank you can talk to.

When First Direct launched on 1 October 1989, telephone
banking was untested and to the majority of people, a completely
new idea. Today, the impact of First Direct extends across the
whole of the finandal services industry. Offering direct financial
services is no Jonger unusual, and far from being the choice of
the few, it is becoming the preferred method of banking for a
growing number of the UK’s 38 million banking customers.

First Dhrect began this revolution in banking by offering
customers the services they wanted, available when and where
they chose to have it. But for First Direce, direct banking today
doesn’t mean just telephone banking, First Direct now offers
customers a fully integrared banking service that can be accessed
by telephone, Internet or mobile phone 24 hours a day, seven
days a week, 365 days a year. TV banking will follow shortly,

When First Direct firse started over 10 vears ago, it was first
buile from the ground up, starting with the proposition that
there had to be a viable alternative to branch banking and that
the alternative should pur the customer first. In 1988, a
development team at Midland Bank, now HSBC Bank, called
Project Raincloud, inspired by an awareness of customers’ deep
rooted frustrations with the traditional banking system, was
given the task of creating a bank thar revolved around the

customers and offered oustanding service and access, After

extensive rescarch and analysis through the research company

MORL, it was found that:

4 one in five people had not visited dheir branch in the last

muonth

51% said they would rather visic their branch as hrte as

possible

1 48% had never met their branch manager

4 27% wished they were able to conduct more business with
the bank over the telephone.

The resules of this research led to the concept of a new bank
which would offer direct access 24 hours a day, 365 days a year.
First Direct is now a profitable division of HSBC Bank ple, a
member of the HSBC Group, one of the world's largest
banking and financial services organisations.

Banking ways

First Direct believes that customers should be able o have
greater control, convenience and choice when they decide how
they wish to manage their money.

Mobile Phone Banking

The Mobile Phone Banking service allows customers to
receive text messages using the Short Messaging Service (SMS)
on their digital mobile phone. Customers are able to choose
what tvpe of messages they wish to receive. This can range from
receiving mini-statements on up to three accounts, to being
advised when credits and debits - including salaries, expenses
and ather receipts - enter or leave the account, Customers can
also ask to be notified when an account reaches a specified imit.,
This can prevent them from going over their overdraft limit.,
Any customer with a digital mobile phone can access the
service, which is free of charpe.

Internet Mobile Phone Banking

Mobile Internet Banking will compliment the existing mobile
phone banking service. In addition to the exisung S5MS text
service, customers with WAP enabled mobile phones will be
able to carry out transactions at a push of a burron.

Internet Banking

In April 1998, following a trial by 2,000 First Direct
customers, PC Banking was launched. In nNovember 1999,
Internet Banking was launched. The Internet Banking service
and the telephone service are fully integrated, so customers can
swap between the two without any problem.

TV Banking
A TV Banking service is currently being developed on the
Open pladform and will be launched in the autumn.
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challenge with the new focus assumes that
the organisation 15 able o share
information about the customer, track
customer habirs, rabulare and urilise spend
data on a large scale. Addressing these
requirements means a more fully integrared
and inrelligent approach to customer
CONGACE,

There are a few crirical contace points
that a customer has with the organisarion.
Those critical points form the customer’s
opinion of the organisation, and allow the
organisation to get w know the customer
better. Errors in handhng the call are
generally  faral  business moves. The
number of channels into and out of a call
centre is increasing dramarically, and
technology is plaving a significant role in
facilitating that change. The nature of the
channels is changing from just voice w
more and more dara,

‘Customer-Centric’ Consumerism
The abilicy to gain access to products
and services around the clock means a new

CONSWmEr society is emerging, one that is
far more demanding. People expecr to
carn money, plus having the dme o enjov
it. Hence consumers are becoming more

ds and  demanding
more of service. The trend which rell now

specific in their

was moving from mass to customisation
will henceforth move towards mass
personalisarion.

Call centres will be central o providing
intelligence  and  customer
rclationship knowledge. Rerailers need this
informanon to better understand  their
customers and therr transactions. Ths
informarion will be used o improve both
the merchandise and services o the
custormer. [ndeed, the trend from mass
custom will continue and will be based on
the need for availability of customer-
specific data. To enable this, call centres

[rusiness

will need to become more sophisticated o
capture the data needed to perform such
detailed and complex analysis. Call centres
will also need to utilise this data o
improve customer relationships and offer
cross-selling opportunities to maximise the
lifenime value of the customer,

Mass personalisanon will also impace
significantly on the call centre Agent, A

companies will limir themselves to raking
orders exclusively over the Intermet it is
clear that hnking call centres to Web sites
and providing agent inreraction capabiliries
offers significant benefits to business.
While it 15 obvious that Web-enabled call
centres can build customer lovaley and
value, it is important to realise that this will
only happen if they are used within the

A recent Forrester report projects that, by the year 2001,
Web applications will grow from being an interesting
experiment into an essential part of companies’ customer
relationship management strategies

more ‘emotional’ relanonship will begin to
develop resulring in more intense customer
interactions. To date, Agenrs can ‘hide’
behind the phone call relatively easily. The
advent of new technologies will start to
break down these barriers.

Web-enabled call centres

Reflecting a  growing  fecling  char
merging call centres and corporate home
pages will allow companies to communi-
catc much more cffectively with their
customers, rescarch indicates that hooking
call centres up o
the corporare Web
site will be central
to the
relationship
management

cLstomer

strategies of the
funare.

A recent

orrester repont projects that, by the year
2001, Web applicarions will grow from
being an interesting cxperiment into an
essental part of companies’ customer
relationship  management  straregics.
According o Forreseer, by 2003, theyv will
almaost completely define how a company
waorks with its customers. The report
concludes that companies that fail wo take
on the challenge of making their customer
relationship  management  applicarions
Web-centric are  destined  for
staring: ‘in the Internet economy, high-
qualiry, synchronous customer service is an

failure,

absolute requirement.”
Although it is unlikely thar most

context of an integrated customer
reladonship management strategy. Colleen
Amuso, CEM consultanr for the Garmer
Group points out: ‘its not about the
technology, it's about how clients urilise it
There needs to be a lor of internal raining
and marketing. An agent who takes calls
over the telephone mav have a specific skill
sct, bur it will not be adequare if they need
to write e-mails or deal with customers

over the Inrernet,”

Lifestyle marketing

There is no doubt that CRM is a hot
business topic. All recent marker research
indicates that today™s customers expect to
mreract with orgamsations in ways thar fivin
with their lifesrvle. Many people juse don't
have the ame to shop in the way they used
to and, because of longer opening hours and
a choice of delivery channels, have higher
expectadons  than  ever before. Hard
experience shows dhat, if they don't ger
products they want — and the level of service
they expect, they will go elsewhere ~ fast.

The growth of the Internet and the
advent of the 24-hour sociery have
profound
relationship  management, When  vou
create a Web site vou creare a 24-hour
presence and vou automatically creare the
expectation that there is 24-hour support.
The reason First Direct bank (sce box) is

implications  for customer

so successful is that it can say it never
closes, People know thar they can find our
what they need to know, when they need
to know it; that's a powerful advantage
over their competitors, &
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