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Abstract

CRM is basically a methodology and software that helps an enterprise to
manage its customer relationships in an efficient way. CRM includes all
business processes like sales, marketing and service that serve the
customer in everyday business activities. In the competitive business
environment, customer has become an important constituent for success.
Therefore, this paper focuses on determining the impact of CRM on
customer loyalty. This paper has noticed that banks words and promises
are reliable and the bank is fulfilling its obligation towards the customers.
It is offering them valuable advice on how to invest. It is the prominent
variable which has impact on customer loyalty. So the banking sector
needs to focus more on these factors, thereby increasing customer loyalty.
Hence the concept of CRM may be emphasized so that the customers are
treated royalty in relation to banking services. Therefore, the banks need
to improve customer satisfaction in the utilization of various modern
banking services and must provide more customer friendly services to
make modern banking activity a delight for the customer.
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1. INTRODUCTION

CRM is not a new concept but an age-old practice, which is on the rise because of the benefit it
offers, especially in the present market scenario. CRM today is a discipline as well as a set of
discrete software technologies, which focuses on automating and improving the business
processes associated with managing customer relationships in the areas of sales, marketing,
customer service and support. The rapid strides made in the information technology arena have
tremendously impacted the way of banking worldwide. Service delivery system have undergone
a change, whereby the traditional brick and morter system of servicing customer’s requests have
been replaced with a mix of brick and click model. The holistic service delivery mix comprises of
service delivery methods like in-store banking, door to door banking and online banking
intermediated by the complex interplay of human driven and information technology driven
methods. Such in the quintessential influence of information technology on banking that all major
operations and decisions with regards to deposits, withdrawals, and investments can be made at
the click of a mouse on a computer or at an Automatic Teller Machine (ATM) fostering customer
confidence and convenience. As, loyalty is becoming the mantra in every organization, customer’s
satisfaction rates are plummeting. Treating customers like cattle is the anti-thesis of CRM, the
goal of which is to recognize and treat each customer as an individual. Many banks have recently
appended their CRM or customer care initiatives with the goal of owning the customer
experience. In today’s highly competitive business world, CRM is becoming the ultimate solution
for both, customer as well as banks. Bank must have a clear idea as to why it loses its customers.
This would help informing pro-active and re-active to minimize or avoid the same. Hence,
adopting customer-centric strategies aimed at maintaining and enhancing relationship with
existing customer is important for the survival of Indian Banks.

2. REVIEW OF LITERATURE

Customer Relationship Management (CRM) is no longer a new term but a reality for many
organizations. The long-term business relationships provide many potential benefits for banks
and clients. It is generally less costly for any service firm (bank) to maintain and develop an
existing client relationship (Berry, 1983). Customer satisfaction is a central element in the
marketing exchange process, because it undoubtedly contributes to service providers’ success
(Darian et al., 2001), the higher the probability that consumers will repeat purchase establishment
(Wong and Chan, 1999) and repurchase highlight the importance of identifying and explaining
the conditions under which satisfaction develops (Bejou et al., 1998). The two key elements stand
out in the literature of relationship marketing: customer loyalty and word-of-mouth (Henning -
Thurau et al.,, 2002; Wong and Znou, 2006) and loyalty is one of the primary phases of
relationship marketing especially in relation to profitability from a theoretical and empirical
approach (Reichheld and Eart Sasser, 1990; Pnyne and Rickard, 1997; Oliver, 1999). The core of
relationship marketing is customer relationships. According to Durkin and Howcroft (2003), a
prevalent theme of relationship marketing literature is the influence of technology in increasing
channel efficiencies by lowering costs, or by facilitating more meaningful and profitable
relationships between channel parties.

Xu and Walton (2005) propose that analytical CRM provides real time information about
customer’s buying patterns, pre - and post - sales behavior and factors for customer retention.
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They further argue that an analytical CRM should provide customer profiling and customer
segmentation functions with the capability to identify strategically significant customers.
Customer behavior modeling is a process that includes segmenting target customer groups,
establishing criteria for measuring behavior, monitoring and tracking behavior changes,
generating behavior patterns, and predicting possible future behavior. According to Peppers and
Roggers Group (2006) where they argued that by utilizing customer relationship management
business practices, companies can affordable weather the storms of a down economy by
providing cheap growth opportunities fresh strategic capabilities and incremental process
changes.

3. OBJECTIVES

This research paper indicates on gaining a better understanding on how and in what respect the

CRM systems are effective in enhancing the effectiveness of the banking business in the Indian

context. The main objectives of this research paper are:

e to explain how the public banking sector can use a common repository of customer data;

e toidentify aids for the internal customers who help them to cross sell effectively and convert
the initiative into banking business; and

e to suggest the best possible CRM system for giving effective customer oriented services.

4. HYPOTHESES

Following two hypotheses have been framed for the fruitful of this research paper:

e CRM has no importance in converting various initiatives of Indian public sector banks into
new business areas; and

e there is insignificant relationship between CRM and customer orientation in Indian public
sector banks

5. RESEARCH METHODOLOGY

This research paper is based on descriptive research design using questionnaire as the key
research instrument. The data has been collected from the customers of three public sector banks
(Punjab National Bank, Allahabad Bank and Syndicate Bank because they have the leading banks
in Moradabad district) across the branches located at Moradabad district. For this research paper,
150 customers (50 customers of each public sector bank i.e., Punjab National Bank, Allahabad
Bank and Syndicate Bank) have been selected. The data has been collected by using a structured
questionnaire with a five point Linkert Scale. Statistical tools such as multiple regression and
factor analysis have been used for data analysis.

Causal research design has been used to indicate the possible relation between the variables
(dependent variable: customer satisfaction and its component and independent variable: CRM
tools) and to explain their contribution in the performance of the development of the banks in the
terms of benefits achieved by implementing the tools by applying parametric statistics (f-test,
correlation and regression) and non-parametric statistic (chi-square).

6. ANALYSIS AND RESULTS
A correlation matrix was drawn between the component of customer satisfaction (dependent
variable) of the three public sector banks (Punjab National Bank, Allahabad Bank and Syndicate
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Bank) and the CRM system tools (independent variable) implemented by the bank to look the
relationship among the variable as per Table 1 and then the impact of the independent variable to
dependent variable have been analyzed.

Table 1: Correlation coefficient of the measurement of customer satisfaction and its component

with CRM system tools
(N=150)
Customer satisfaction | Use of any Contact Communicat | Personalized | All the
measurement CRM tool former ion tracking | marketing stated
component CRM for customers to | with in all and sales | component
Tools measuring obtain departments | campaigns | of customer
customer information retention/
satisfaction | as to why loyalty
by banks they left strategy
Do bank use any CRM 0.293 0.180 0.052 -0.162 0.109
tool for identifying
customer requirement
for new  products
ranges
Do bank wuses any 0.120 -0.245 -0.165 0.079 0.015
CRM tool for up-
scaling customers by
indentifying gap in
customers current
product
Best medium to -0.223 -0.018 -0.141 0.133 -0.055
contact existing
customers-email
Best medium to 0.167 0.107 0.052 0.033 0.064
contact existing
customers- phone
Best ~medium  to 0.348 0.212 0.144 0.380 -0.326
contact existing
customers- existing
staff
Best ~medium  to -0.060 -0.082 0.180 -0.316 0.063
contact existing
customers- mailer
Best medium  to -0.306 -0.253 -0.204 -0.322 0.266
contact existing
customers- SMS
(significant at 0.05)
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On the basis of correlation matrix further the impacts of independent variables on the individual
dependent variables have been examined using the regression. Table 2 indicates the summary of
the correlation and regression matrix (as per Table 1) explaining the percentage of customer
satisfaction components (dependent variable) and CRM tools (independent variable)
Table 2: Correlation matrix (r2) describing the percentage of dependent variable (customer
satisfaction and its component) and independent variable (CRM tools)

Dependent Variable
Use of any |Contact former| Communicati | Personalized
Independent Variable CRM tool for | customersto | on tracking | marketing
measuring obtain within all and sales

customer information as | departments | campaigns
satisfaction by | to why they

banks left

17% 19% 20% 54%
Do bank use any CRM tool for YES YES YES
identifying customer
requirement for new products
ranges
Do bank uses any CRM tool for YES YES
up-scaling  customers by

indentifying gap in customers
current product offering

Best medium to contact YES
existing customers - email

Best medium to contact existing
customers - phone

Best medium to contact existing YES YES
customers - existing staff

Best medium to contact existing YES

customers- mailer

Best medium to contact existing YES

customers- SMS
As per Table 2, it has been noticed that 54% CRM tools are utilized in personalized marketing and
sales campaign which is atleast a good sign but banks can more effectively utilize this to increase
the customer base as well as to retain the existing one by knowing exactly what the customer
want. It has also been observed that 17% CRM tools utilized in measuring customer satisfaction
significantly. So banks have really a lot of hardship in this because this is one of the very
important factors in selling more products to the existing customers. 19% of the CRM tools in
terms of up-scaling customers by identifying gap in customers’ current product offering help to
find out the customers who have left the bank due to any of the reason. Banks again have to re-
exercise on this issue because the overall strategy of the banks is to retain the customers and if
they are leaving, it is the responsibility of the banks to know why is the customer no more the
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customer of the bank. 5% of the overall CRM tools significantly are utilized in communication
tracking within all departments to find out the gap in service quality of the banks.

If the overall component is looked in one go then 25% CRM tools are utilized in customer
retention and loyalty strategy significantly. Therefore, it explains that CRM tools are utilized in
terms of customer orientation in the banks by looking the overall satisfaction of the customers.
Table 3: Comparison of customer satisfaction components for measuring customer satisfaction
of the bank customers among the Punjab National Bank, Allahabad Bank and Syndicate Bank

(N=150)
Punjab Allahabad | Syndicate Total Chi- Result
National Bank Bank square

Bank
Use of any CRM 37 29 33 99 45.73 Rejected
tool for (82.2) (82.9) (76.7) (80.5)
measuring
customer
satisfaction by
banks

Measuring of customer satisfaction

On a regular basis 24 24 30 78 51.07 Rejected

(53.3) (68.6) (69.8) (63.4)
Less than every 14 3 10 27
six months (31.1) (8.6) (23.3) (22.0)
Never / don't 7 8 3 18
know (15.6) (22.9) (7.0) (14.6)

Components of customer retention / loyalty strate
Contact  former 6 2 6 14 73.37 Rejected
customer to (13.3) (5.7) (14.0) (11.4)
obtain
information as to
why they left
Communication 2 7 4 13 76.79 Rejected
tracking with in (4.4) (20.0) (9.3) (10.6)
all department
personalized 11 8 7 26 40.98 Rejected
marketing  and (24.4) (22.9) (16.3) (21.1)
sales campaign
(significant at 0.05)

As per Table 3, independent chi-square tests have been applied on components of customer
satisfaction (dependent variable) and the CRM tools (independent variable) adopted by the banks
(Punjab National Bank, Allahabad Bank and Syndicate Bank) to look the relationship among the
banks.
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Table 3 depicts that there is significant difference among the banks regarding the use of CRM
tools for measuring customer satisfaction. The analysis shows that there is significant difference
in the opinion of the three banks regarding time of measuring customer satisfaction. Components
of the customer satisfaction also show the significance difference between the opinions of the
three banks.

Table 4: Use of CRM measurement tool for customer orientation

CRM measurement tool Frequency Percentage | Chi-square Result
Brand Building 79 64.2 9.96 Rejected
Customer behavior modeling 23 18.7 48.20 Rejected
Customer value management 41 33.3 13.67 Rejected
Marketing operations 109 88.6 73.37 Rejected
Sales force operation 99 80.5 45.73 Rejected
Service centre operation 41 33.3 13.67 Rejected
Field service operation 67 54.5 0.98 NS
Supply chain and logistic 43 35.0 11.13 Rejected
operation
Web site operation 96 78.0 38.71 Rejected
Customer knowledge 38 30.9 17.96 Rejected
management

(significant at 2.05)

All the three banks use CRM measurement tools for customer orientation in terms of brand
building, customer behavior, modelling, customer value management, marketing operations,
sales force operation, field service operation, supply chain, logistic operation, web site operation,
customer knowledge management. From the above analysis (as per Table 4) it is observed that
use of effective CRM tools can help to explore and explain the banks to use a common repository
of customer data. Therefore, CRM and customer orientation in all the three banks does have
relationship.

The respondent opinion on each item has been measured to the extent (extremely poor to
excellent) on benefits of information technology. In this reference parametric test (f-test) has been
performed to compare the three banks (Punjab National Bank, Allahabad Bank and Syndicate
Bank) along with multiple range tests to look the relationship among the three banks. Under the
Table 5, firstly, the correlation matrix has been established to look the association between the
CRM practices (independent variable) and the extent of benefit what the customer has received
from the implementation of information technology by all the three banks (dependent variable)
and later on the impact of independent variable to the dependent variable have also been
examined.
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Table 5: Correlation coefficient of CRM practices (independent variable) with the extent of
information technology (dependent variable)

(N=150)
IT benefits CRM Payment Provider Provide Collection Other
tools system better access account of cheques | related
channels information to services
(ATM, Net customer
Banking, account
Mobile
Banking)
ATM -0.281 -0.194 -0.204 -0.287 0.377
Internet banking 0.044 0.046 0.148 -0.089 0.036
Phone banking 0.047 -0.134 -0.109 0.027 0.013
Mobile banking 0.049 -0.180 0.051 0.047 0.093
Updated information 0.347 0.230 0.186 0.101 0.109
regarding other
products of the banks
Tele-calling 0.250 0.267 0.269 0.068 0.193
Email 0.174 0.092 0.024 0.114 0.054
Letter 0.151 0.074 0.088 0.114 0.036
Personal visit 0.006 -0.069 0.017 0.053 0.054
Tele-calling -0.208 0.140 0.103 -0.126 0.056
Email 0.292 0.133 0212 0.070 0.109
Letter 0.417 -0.409 -0.430 -0.068 0.208
Personal visit -0.165 -0.231 -0.095 -0.014 0.094
(Significant at 0.05)

On the basis of the correlation matrix, the impact of independent variables on the individual
dependent variables has examined using the regression. Table 6 indicates the summary of the
correlation and regression matrix explaining the percentage of information technology benefits.
Under table 7, a correlation matrix has also been established to describe the association between
cross selling opportunities to the existing customers (dependent variable) and CRM tools
(independent variable) from the officers” point of view of all the three banks and thereafter on the
impact of the independent variable to the dependent variable have also been analyzed.
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Table 6: Correlation matrix explaining the percentage of Information Technology benefits
(dependent variable) and CRM tools (independent variable)

Dependent variable (extent of benefits from information technology)
Payment | Provider better Provide Collection Other
system | access channels account of cheques | related
Independent variable (ATM, Net information to services
(CRM tools) Banking, customer
Mobile account
Banking)
49% 35% 41% 18% 26%
ATM YES YES YES YES YES
Internet banking YES YES
Phone banking YES
Mobile banking YES YES YES YES YES
Tele-calling YES YES YES YES YES
Email YES
Letter YES YES YES YES YES
Personal visit YES
Updated information YES
regarding other
products of the banks
Table 7: Correlation coefficient of cross selling to the existing customers with the CRM
systems
Cross selling criteria | Is it easier to sell Existing customers know
new products to | policies of banks hence are
existing customers more demanding, so
CRM tools selling them other
products is advisable
Do bank use any CRM tool for identifying 0.179 0.410
customer requirement for new products
ranges
Do bank use any CRM tool for up-scaling -0.072 2.89
customers by identifying gap in
customers current product offering
Best medium to contact existing customers
Email 0.081 -0.171
Phone -0.090 0.030
Existing staff -0.156 0.164
mailer 0.071 -0.062
SMS 0.131 -0.008
(significant at 0.05)
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On the basis of correlation matrix, the impact of independent variable on the individual

dependent variables has also been analyzed using the regression. Table 8 indicates the summary

of the above correlation and regression matrix explaining the percentage of cross selling

opportunities (dependent variable) and CRM tools (independent variable)

Table 8: Correlation matrix describing the percentage of cross selling opportunities (dependent
variable) and CRM tools (independent variable)

Dependent variable (cross selling opportunities)

Is it easier to sell new Existing customers know

Independent variable (CRM products to existing policies of banks hence are

tools) customers more demanding, so selling

them other products is
advisable
7% 19%

Do bank use any CRM tool YES YES
for identifying customer
requirement for new products
ranges
Do bank use any CRM tool YES

for up-scaling customers by
identifying gap in customers
current product offering

Best medium to contact existing customers

Email
Phone
Existing staff YES
Mailer
SMS

7. INFERENCE

After analyzing results, it has been found that CRM has no relevance in converting various
initiatives of all the three banks into new banking business opportunities. 9% of CRM tools like
letters to the customers, tele-calling, internet banking, mobile banking etc. indicate a significant
difference in running the payment system more effectively in banking. 35% of the CRM tools help
in better access channel. 41% of the CRM tools help in providing account information to
customers and serve the purpose of communication link between banks and customers. 18% of
the CRM tools help in collecting of cheques is back end job of banking and does not indicate
strong relationship.

It is also observed in financial sector that obtaining new customers are always more expensive
and riskier than offering product range to existing customers. As per Table 8, 7% efforts are
utilized in offering new products to old customer by using CRM tools which is not a good sign.
19% efficiency is exhausted in this case i.e. selling to the existing customers who are already
aware with the bank policies. A lot of scope is there for banks to exercise on it.
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On the basis of above analysis it can be concluded that use of effective CRM tools helps to identify
aids for the internal customers in terms of indentifying and up-scaling the requirements of the
existing customer and knowing the use of CRM tools which help them to cross-sell effectively and
convert the initiatives into banking business opportunities. Therefore, CRM does not have
relevance in converting various initiatives of all the three banks into new banking business
opportunities.

8. CONCLUSION

CRM is a new-age marketing or business strategy aimed at winning customers forever, where
banks greet the customers, create products to suit their needs, work hard to develop life-time
customers through the principles of customer delight, customer approval, customer enthusiasm,
customization, customer service, customer satisfaction, customer loyalty, customer retention, etc.
From this research paper, it can be concluded that CRM is a strategy that is being implemented by
the banks in India for effective service delivery to their customers to achieve higher levels of
customer satisfaction, retention, and strive for customer delight. The challenge is about
integrating customer strategies and capabilities across the broad and complex organization
structures of 215t centaury banks to derive effective execution at the front line between banks and
their customers.

In future, the research can be developed by analyzing the impact of CRM dimensions of public,
private and foreign sector banks in a comparative manner.
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