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CUSTOMER SERVICE & CUSTOMER RELATIONSHIP

MANAGEMENT
- Shri P N SUBRAMANI

In the present highly competitive environment, the
customer service assumes greater importance. This ne-
cessitates every organization not only to garner new po-
tential customers, but also to ensure retention of the
existing customers.

In the financial sector, there is no much difference in
the product / service provided to the customers. An or-
ganization has an edge over the other only through its
effective customer service.

Every satisfied customer can be a good ambassador
of an organization and bring in more customers in to our
fold. At the same time an unsatisfied customer can do
more harm to the organization.

Customer

e There is no legal definition of a customer of a fi-

nancial institution.

e But from various judgements, “A customer means
a person who opens account which the financial institu-
tion accepts with proper introduction.

e In our practical transactions, we have broadly
three different types of customer relationships viz. for
Deposits, Loans and Safe Deposit Lockers.

Financial Institution / Customer relationship examples:

e Deposit Customer -- Fl is Debtor and Customer is
Creditor

e Loans and advances — Fl is Creditor and Customer
is Debtor

e Safe Deposit Locker — Fl is Lessor and Customer is
Lessee
CUSTOMER SATISFACTION

Need for Customer Satisfaction

¢ Necessity to outsmart competition for survival

¢ To adapt themselves to the changing marketing en-
vironment
What is customer satisfaction?

Satisfaction means “fulfilment or gratification of
need, desire or appetite.”

e |t is a feeling derived by a customer based on the

performance of a product in comparison with his expec-
tation.

e Customer’s expectation is based on various factors
viz. past buying experience, reference group, promises
made, competitors etc.

e This leads to customer falling in to a category of a
very satisfied, delighted, satisfied or dissatisfied cus-
tomer.

e Every delighted customer will be very loyal and
bring in more clients for the organization.

How to ensure customer satisfaction

e Understand the needs and wants and map with
the products / services

e Make customers integral part of development and
improvement process

¢ To keep in tune with the changing needs and wants

¢ To devise and adopt strategies to understand the
customers satisfaction levels periodically and get feed
backs.
Value to Customer

¢ Value to a customer means the difference between
the benefits derived and cost of acquiring a product or
services.

¢ In financial sector, besides competitive interest
rates, the courteous and prompt customer service plays
a very vital role.

e Higher the customer value, it generates more cus-
tomer loyalty.

* The process of delivery involves chain of activities
viz. marketing, appraisal, sanction, documentation, dis-
bursement, post delivery follow up etc.

e Every part of the chain should function in unison to
derive higher customer value.

* More the benefits and the features added to the
customers for a product / service, more the customers
are attracted.

Attracting New Customers and Retention of the ex-
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isting customers

In this era of cut — throat competition, it is very diffi-
cult to satisfy the customers due to various factors viz.
customers are well informed, smarter, more choosy,
more price conscious, have better alternatives and at-
tracted equally by many competitors.

Attracting New Customers

It is a continuous process to search for new custom-
ers for increasing the sales volume and profit of an or-
ganization. This involves the ability to generate more
leads, qualifying leads and converting the leads in to
business.

Importance of retaining the existing customers

e Every satisfied customer will spread the positive
message about the product / service to others.

e On the other hand, the unsatisfied customer will
talk negative about the product / service to others.

e Many of the potential customers are brought in
only through word- of- mouth communication.

e To ensure retention of customers, some of the
strategies ::

o Listening to customer’s issues and problems

o Understand the same and take genuine efforts to
resolve the matter.

o Identify the causes and take remedial measures.

o Quantify the retention rate, loss of profit, cost of
retention etc. to have a holistic study and approach.
Need for Retention

e Acquiring new customer costs five times more
than satisfying an existing customer.

¢ On an average, companies lose 10 % of customers
every year.

e The customer profit rate increases over the life
time of retained customers.

* A5 % in reduction in customer attrition may in-
crease the profit rate by 25 to 85 %.

e Enables to increase the revenue and decrease the
cost of selling.

e Satisfied customers can be effective advertise-
ments and references for prospective sales.

e Possibility for cross selling of products.

Valued customers and profitability
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* In many business, a small portion of customers
generate major portion of profit.

e Unprofitable customers account for considerable
portion of activity cost.

e More resources are consumed by very small un-
profitable customers.

e It is very essential to identify the High Value cus-
tomers and take care of their needs.

e For e.g. every branch can keep the list of top 50 /
100 customers and give them specialized and quick ser-
vices.

Measuring the profitability of individual customer is
a very important task and efforts to be taken for captur-
ing new potential customers and also to retain the exist-
ing customers.

Relationship Marketing

e |t aims at building more meaningful and long term
relationship with customers.

e [t involves integration of people, process and tech-
nology

e It is to ensure more benefits to valued customers,
less cost, higher profit and retention of high end cus-
tomers through focused customer service.

Technology and Customer Service

e Technology plays a very vital role in customer ser-
vice and customer satisfaction.

¢ In the past ten years, Financial sector has been un-
dergoing rapid technological developments.

e Technology up gradation is expected to continue in
the coming years too.

e Customers are more benefited and the customers’
demand for varied services are always on the increase.

e The technology enables error free execution of the
jobs, quick processing, accuracy and cost saving.

Cross Selling:

Cross-selling stands for offering to the existing and
new customers, some additional banking / financial
products.

e This is done with a view to expand the business
scope.

e |t enables to reduce the per customer cost of oper-
ation and provide more satisfaction and value to the



customer.

® For eg., a NBFC can sell to his deposit customer, a
vehicle loan or insurance product or safe deposit locker.

¢ This will have multi benefits of additional business,
lead to low per customer cost and higher per customer
earning.

¢ Cross-selling is not a transaction based activity. It is
primarily a relationship building exercise.
Scope for cross-selling

The cross-selling can take place on the liability side
(deposits) or on the assets side (loans) or between the
two.

e |t could be at the initiative of the customers or a
financial institution.

e This can also be implemented as a well prepared
strategy.

Benefits from cross-selling

e The major benefit is in terms of cost reduction for
the organization.

e The cost of contracting a new customer is much
higher than to serve an existing customer (may be up to
3 -4 times).

e It also helps in building a brand value, creates loy-
alty and ensures retention of such customers with the
concerned institution.

e The chance for such customer to switch over to
another organization is very less.
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Door-step services

e Door-step services can be provided by the financial
institutions as per the RBI guidelines.

e High end customers can be provided with such fa-
cilities free of cost.

e Banks can deliver such services to its customers ei-
ther through their employees or through agents, sub-
ject to compliance of RBI regulations.

e The door-step services can include cash collection,
collection of cheques, delivery of Demand Draft and
cash delivery services (only for corporate clients / PSUs
/ Govt. Depts.)

Other conditions — Door-step services
e KYC procedures for such customer are compulsory.

e The services are offered either at office or the res-
idence. The same should be specifically mentioned in
the agreement.

e The agreement should specify that the bank is re-
sponsible for the omission and commission of its agent.

e The scheme should not be restricted to any par-
ticular client / customer or class of customers.
Redressal of grievance — Door-step services

e Banks should constitute an Grievance Redressal
Machinery to deal with complaints relating to the ser-
vices rendered by the agents.

e There is also an option to take the matter to the
Banking Ombudsman for redressal.
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Chart 2: Composition of Household Financial Assets and Liabilities - Outstanding
(As on September 2020)

Chart 2.2: Financial Assets Chart 2.b: Financial Liabilities

NBFCs , 80

Commercial
Banks, 726

Sources Authors' calculations.
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