DATABASE MANAGEMENT

Adding Value to Customer services in Retail Banking

The strong urge to lure customers and attract them with several services is an important issue for all organisations. It is also a necessity in the current era of a cutthroat competition. Presenting one's products in a decorative package of services --personalised or otherwise is therefore inevitable. The financial services too have undergone several changes with changes in business environment.

The study proposes to look into the various Database Management Techniques used by Banks in India and the extent to which the use has been made a part of everyday customer services by the various sectors of Indian banks.

The databases of the clients can play a very important role in customising the services and hence adding value to it. Highly competitive environment has made the marketing of retail banking services a challenging job. The study proposes to find out the use of database amongst these banking institutions and the level of acceptability of the same to meet their organisational goals.

The Indian Banking Sector has evolved immensely through history-- starting from the early coinage system to the era of credit cards and now furthers on to Internet and home banking. Today we have a host of Nationalized, Public sector and Private sector banks that are ready to cater extensively to the needs of the customer. According to the statistics of 1997, there are 293 commercial banks in the country whose total scheduled deposits stand at RS. 577,959 crores. As compared to any other developing country, the growth of the banking sector in India has shown a rise of 20-30 %.

Banks are no longer restricted to any particular arena of Finance. With rapid changes in the economic environment, Indian banks have diversified into several sectors viz.: Consumer/Retail banking, Corporate Banking, Rural Development, Industrial Development, etc. Again, Indian Banking Sector is no longer restricted to Indian Banks alone. A number of Foreign Banks e.g.: Citibank, ANZ Grindlays, ABN Amro have found Indian markets as highly attractive and profitable avenues for their business.

A brief insight into history reveals the story of the establishment of systemized banking in India. During the British Raj, there were a few banks such as Presidency, Imperial Bank and the Joint Stock Banks who were the major players. Apart from these were a few and scattered organizations belonging to small and large kingdoms that dealt in lending, mortgaging and banking activities. By 1930, the banking inquiry committee established the Reserve Bank of India, who was given the supreme power of monetary control over the rest of the scheduled banks. This kind of control and supervision further strengthened the framework of the organizations and gave a boost to the bank deposits. Further, this was followed by the establishment of the Development banks, Co-operative Banks, Regional Rural Bank's etc.

With so many banks now prevalent, the customer has a large choice in front of him. Attracting the customers and retaining them is then a challenging task necessary for survival. But to be able to do that, banks should be in a position to understand their own resources properly.

With the introduction in Technology in Banking, more and more number of banks are turning towards modern techniques to find out ways and means to systematize their functions. Each bank has a huge amount of information, which can be useful to it in direct and indirect ways. However, it is essential for the banks to be able to maintain the data in a proper manner so that it can be processed in the required manner. Proper processing can help Banks to understand explicit, implicit and implied meanings to evolve clear trends and patterns of customer behaviors.

Database Management for a bank can be defined as:

"The management of a list of genuine prospects for whatever it is you have to sell, pinpointing the type of person most likely to buy it ". In simpler terms, it is "a collection of related data organized for efficient retrieval and manipulation ". The names of customers in the database could be obtained from internal and external sources. They may also have been created to meet specific requirements of the bank.  Most organizations now make or try to make optimal utilization of the database in its marketing activities and in the upgradation of the quality of its services. Such kind of marketing is termed as the Database Marketing.

Database marketing can be defined as " A Direct marketing technique emanating from the use of data collection on actual and prospective customers".

Since banking in its core a service industry, most transactions are dependent on the type of relationships that the banks share with those who trust in them. In other words, relationship marketing can be termed as the pillars of bank stability.

Database Management and database marketing adds to the strength of this pillar by helping in:

1. Knowing a clear picture of the customer profile.

2. To understand WHO requires WHAT, WHEN, and HOW MUCH.

3. To meet expectations of the customer as closely as possible.

These databases, also called as the Customer Information Files have to be then indexed and scored according to the probability of the their purchasing a product or service. One of the direct and earliest application of the databases was by Mailers or Booklets of information to all customers that would advertise the Bank and give information of products /services. With technology, databases have been integrated and logically used to produce personalized packages for its clients. Now, different strategies and styles began to emerge for different banking institutions. 

Among the various methods used by Banks the world over are:

1. Segmentation Techniques

2. Custom Clustering

3. Data mining technologies

4. Online Analytical Processing Methods

5. E-Retail

6. Database Conquest Marketing

7. Telebanking

8. Call Center and Call processing Units.
Some examples:

The Hibernia national bank, Louisiana's second largest banking organization, made a strategic decision to pursue sales through outbound calls to customers and prospects. The data on customers was largely obtained from the Hart-Hanks Marketing customer Information files (MCIF) system. Importance was given to changing natures of customer interaction while dealing with customers.

 The Custom Clustering model used by the Canadian Imperial bank of Commerce for its Credit Card Users segments customers into following groups. This helps it to cater to the needs of the different segments in a different way.

  Custom Clustering of Credit Card users

*  The Uncommitted: New users. Making low card use and small purchases

*  Convenience Users: Frequent purchasers who pay the full balance next month.

*  Starters:   Young adults with low incomes and assets. They have moderate balances and high merchandise purchases.

* Channel Shoppers: Oldest group with highest incomes, moderate card activity and purchases.

*  Addicts: Long tenured cardholders with high credit limits and highest spending with a highest due payments.

*  Cash driven: Moderate credit limits and with high cash advances.

* Borderline:   Lowest card activity.

"Data Mining Technology"--This mode uses both routine and statistical techniques such as Artificial Intelligence, Neural Networks, Fuzzy Logic and Decision Trees. E.g.: Bank of America extensively uses DMT to identify customers for Loan Campaigns, seek new customers and enhance customer service. They utilize a specially designed Model of    Metadata-- which serves as a road map for end-users of the database, giving them the context of data and helping to provide quick service to the customers. 

Elaborating further on quicker services, Databases have been used by most American and European banks to reduce processing times and Queuing of customers. Through the behavioral patterns obtained from records in the database, the future needs of regular customer are predicted.

Thus as future needs of a customer are known to a bank in advance, the necessary documents are kept ready and valuable time is saved.

Objectives of the study:

1. To understand the specific areas in which the database systems are widely used in the Indian banking industry.

2. To gauge the intensity of the use of database systems for marketing purposes and to enhance the image of the organization among the customers by the various banks in India.

3. To know the reasons behind high or poor use of systems in banking industry.

Assumptions of the study were:

A1--.Increased use of systems will enable the banks to enhance on their quality of performances 

A2--The greater the involvement of systematized databases in the functioning of the bank the quicker will be its overall processing times and faster will be its services.

A3--Customers then into lifelong partners of the bank will be an easy task. This not only ensures revenues but also creates opportunities to build on business with new people coming from references.   

The study would help to bring about a comparative picture depicting the current level of the use of databases in Indian banks of three categories:

a. Private sector banks

b. Nationalized banks

c. Co-operative banks.

Methodology: To obtain a comparative picture, a sample of 20 Banks was taken that covered all three categories. A semi-structured questionnaire was prepared with 40 questions that encompassed Nature and Designs of Databases and the level of Use of the databases for the various decision-making issues related to products and customer services.

Results and inferences:

(Largely the Private banks incorporated the use of Databases Management and Database Marketing techniques. Even amongst these, the new private sector banks showed an active use of the modern technologies. This included keeping a systematic knowledge base of their customers, further dividing them into segments like Loyal, High Networth, Privileged and New Customers. The banks aimed at getting to know the customers as much as possible and to track their purchasing behaviors and preferences to be proactive in their actions towards customer service. 

(These private banks were actively and successfully using these techniques for:

1. Computerized Coding of Customers

2. Ids-for Preferred clients 

3. Tailor-made Packages 

4. Mapping purchase patterns 

5. To handleTechno-Banking Facilities 

6. Call-centers Implementation

(Most of the above come into picture where there is stress on issues of Class-Banking and Customer Differentiation for Preferential treatment and Privileges.

(Since this is not the issue with nationalized Banks and Co-operative banks, there is less incorporation of Data Handling technologies in their day-to-day services. It was seen that the Databanks were more used for handling customer bases and performance reports of the branches. These bases were then used to understand markets and Competitions. Also as most banks did not delve in Techno-banking, use of technology was limited to major decision making at the corporate level than at the Branch levels as opposed to Private Banks. 

(Private banks thus also have an edge on the issue of Proactive disposition since they have the capability o understand their customer preferences better and much faster than their counterparts.

(Similarly is the benefit that arises out of proper database management for sending mailers, alerts, reminders etc to the customers regarding their investments with the bank.

(In lack of the technology, at which the Nationalized and Co-operative Banks are slowly picking up, they have to handle accounts and customers more on a person to person relationship. This is also necessary to a certain extent, as the proliferation of these banks in rural India is much larger and denser than the new private banks. In addition, at the rural level a smile and warm greeting by the bankers is much more appealing to the rural customers than the technical gizmos prevalent in the culture of the urban bank.

(However, there was an 85-100% involvement of all types of banks when it came to the issue of decisions on Promotional Activities. 

(This shows that the banking sector as such has understood the intensity with which thy are faced with immense competition. Each Bank wants to attract the masses to them and that they are all in the race for Customer Acquisition and Retention.

New private banks in India have reached some fair level of development as far as systems and its implementations are concerned. The old private banks do not possess the flexibility in their policies that can allow them to involve technical systematization at a large level. Interbranch networking is still in its nascent form in nationalized and old private banks. In co-operative presence of the same is very poor. Thus hampering data accessibility across the branches of the bank countrywide.

Banks have a lot of ground to cover--although efforts are in full swing.It will definitely take time.
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