A Point of View

Say Hello to the new Chief Executive Customer
How banks are becoming more customer centric

1. Introduction
Customer centricity is the new mandate
Successful banking and financial services (BFS) firms focus on customer centricity as their most important differentiator. Aligning business to
the individual establishes a new relationship between a bank and its customers based on trust and loyalty. Customer centricity requires
banks to meet the expectations of today's digital customers, and deliver services that are convenient, integrated and accessible. The stakes
are enormous, and banks that achieve this digital transformation will be able to attract, grow, and build lifelong relationships with their
digital savvy customers.

2. State of the Banking Industry: Still feeling the pain
The financial crisis may be over, but banks are still feeling the pain from the several fundamental forces at work that are reshaping the
industry and creating a tougher environment. While profits have risen, they have done so overwhelmingly due to the improvement in asset
quality, not gains in revenues. Reflecting this performance, banking stocks haven't caught up to their pre-meltdown levels, and the overall
market continues to outpace the recovery in the banking sector – and the gap only appears to be widening.
Regulatory compliance pressures, cultural or generational shifts, and technology driven entrepreneurial activities are forcing banks to rethink
how they develop and deliver banking services to their empowered, digitally conversant customers.
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Figure 1: Though the financial industry has recovered from recession,
it is yet to reach the pre-meltdown levels.
Recent trends in the banking sector suggest:
Compliance paves the way for greater customer insights: Regulations put in place to ensure the integrity of financial institutions result in
high operating costs, and mandates to upgrade customer services. Returns have been impacted as the industry absorbs billions of dollars in
compliance related costs from reduced transactions and system upgrades. But forward looking banks view compliance mandates as an
opportunity to gather customer-related information and insights that can provide a strategic advantage. They recognize that data needs to
be shared effectively across organizational silos to create a 360 degree view of customers.

Millennials and mobile banking drive customer experiences: The rise of mobile banking serves as a good example of how rapidly
customer relationships have evolved over a short period, led largely by millennials. The number of active mobile banking users is growing
rapidly. Juniper Research forecasts that over 1 billion mobile phone users will be using their mobile devices for banking purposes by the end
of 2017.¹ Mobile banking in the US is expected to grow at 11% per year, reaching 130 million users by 2016.² In a few short years, mobile
banking transactions will match the level of transactions conducted using PCs and laptops. Traditional banking business strategies built on
physical proximity to customers are no longer the most compelling model for success. It is clear that consumers are in the driver's seat,
demanding that services are offered to them, whenever and wherever they want.
Millennials are well known for their technology prowess. They demand compelling digital experiences. They also want superior personal
service at local branch offices. Although 90% of Millennials use online banking, 52% are visiting their branches as frequently as the year
before.³ Innovative and compelling user experiences delivered across multiple channels are becoming just as important as competitive
products and services across all segments.
Disruptive forces transform customer engagement: The third major trend is the disruptive force exerted by upstarts as well as established
players, which poses a constant threat of disintermediation. For instance, Australia's CommonwealthBank enables its customers to make
payments to their Facebook friends or anyone with a mobile number or email address by leveraging their app.⁴ This is a fine example of how
disruptors are changing the dynamics of customer relationships, thereby affecting highly profitable banking services. Banks that develop a
clear understanding of the evolving needs of their customers will be better positioned to deploy new business models, and engage them
more effectively.

3. The Case for Digital Transformation
Digital technologies can have enormous impact on how banking and financial services companies transform their business to establish
greater customer centricity. Consider these examples:
n

Social networks create new channels to communicate with customers and gain insights from market conversations

n

Mobility leads to compelling new customer experiences and is on track to become the most popular banking platform

n

Big Data analytics models offer powerful insights into buyer behavior by creating a single view of the customer that provides the
foundation for marketing programs

n

Cloud infrastructure has fundamentally shifted the bank's cost structure, and provided low cost computing and storage capabilities to
enable analytics and other digital branding initiatives

n

Looking ahead, we're likely to see banks exploiting trends like the 'Internet of Things', i.e. billions of internet connected devices.

Leading banks are busy experimenting with these technologies to determine how they can best be used to meet business objectives.
Innovative developments in driving customer growth with analytics-based campaigns, customer engagement through omni-channel
marketing, and greater loyalty with enhanced customer service, can be achieved as illustrated below:
Bank branches evolve into experience centers: Teller lines are fast disappearing as omni-channel experiences redefine the branch bank
experience. The role of branches is evolving from a place that serves local customers to that of an 'experience center'. Customers can learn
about new products and services supported by banking experts who are equipped with tools to identify sales opportunities. Innovative
banks are equipping employees with mobile devices such as tablets to demonstrate online bill payment and guide consumers to touch
screens. In addition to helping with opening new accounts, banks are deploying software that can handle what had once been common
teller transactions.
n

UMB Bank recently took a page from Apple's playbook and introduced 'digital geniuses' who are in-branch digital experts. Customers can
book time with them via the bank's website to learn how to do something digitally in the branch at a scheduled time.5

[1] Juniper Research, January 9, 2013, Press Release: Mobile Banking Users to Exceed 1 billion in 2017, Representing 15% of Global Mobile Subscribers,
http://www.juniperresearch.com/viewpressrelease.php?pr=356
[2] Javelin Strategy & Research, Press Release: Mobile Device Boom Led to 74,000 New Mobile Bankers per Day in 2013, March 19, 2014,
https://www.javelinstrategy.com/news/1478/92/Mobile-Device-Boom-Led-to-74-000-New-Mobile-Bankers-per-Day-in-2013/d,pressRoomDetail
[3] TD Bank, Press Release: TD Bank Financial Education Survey Finds Millennials are Cautious Banking Customers, Mar 10, 2014, https://mediaroom.tdbank.com/2014-03-10-TD-BankFinancial-Education-Survey-Finds-Millennials-are-Cautious-Banking-Customers
[4] Commonwealth Bank of Australia website, https://www.commbank.com.au/about-us/news/media-releases/2013/commbank-makes-banking-online-more-convenient.html
[5] American Banker, Bank Technology News, authored by MARY WISNIEWSKI MAR 25, 2014,
http://www.americanbanker.com/issues/179_58/umb-emulates-apple-in-push-to-encourage-mobile-online-use-1066489-1.html
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n

Nordea, a Scandinavian bank, is changing many of their branches' focus from manually handling cash (reduced from 85% in 2009 to 45%
in 2013) to more emphasis on providing advice and sales.⁶

Data consolidation enables personalized campaigns: Enterprise-wide data consolidation and analytics are being used extensively to
create a 360 degree view of customers, and deliver more personalized and effective campaigns.
n

KeyBank in the US reduced customer churn rates by 25% through an analytics based solution that recommends alternate offers to
maximize a customer's lifecycle value.⁷

n

1st Mariner Bank in the U.S. tapped into feedback from social media interactions to create a tailored product for customers in their late
teens. Banks are adopting social media analytics to monitor customer sentiments toward their brand and identify and target individuals
who are social media influencers.⁸

4. Customer centricity through compliance
Governance, Regulatory and Compliance (GRC) initiatives can also be drivers for customer centricity. The following example demonstrates
how forward thinking banks use the mortgage lending process to meet this objective.
The newly created United States Consumer Protection Finance Board (CPFB) has rewritten the rules on how banks interact with customers
across each channel – bank branches, telephone, online, and mail. Compliance is based on achieving cross channel consistency. When
digital transformation is applied effectively, the bank can achieve multiple business objectives – stronger banking relationships, more
efficient processes, and improved compliance.
Impact on customer centricity
Process
Customer Value

Process Efficiency

Governance / Regulatory
/Compliance

Ensuring the right offer is made to the right customer or prospect at
the right time

X

Directing the customer to the preferred channel

X

X

Gathering the customer's personal and financial information, and
signature across channels

X

X

X

Loan approval process to ensure speedy approval and minimize
abandonments

X

X

X

Communication to customer on missing documentation

X

X

X

Option for automatic payments from new or existing account

X

X

Options for other financial services relevant to customer needs

X

X

Mortgage transactions with GSEs (Fannie Mae, Freddie Mac) or
other 3rd party

X

X

The CFPB provides general guidance on the regulations but puts the burden on banks to comply with each rule. New regulations require a
single point of contact (SPOC) for the customer at all stages in the mortgage loan process. The SPOC requires line of sight into every aspect
of the process in order to meet compliance requirements. Although government regulators do not mandate a 360° customer view, more
banks are developing this capability as a key differentiator. It is easy to understand how comprehensive customer data can provide a
competitive edge with tailored services, more effective campaign targeting, and individualized customer experiences.
Customer service drives sales and collaboration: Customer service is evolving into a new sales and collaboration channel that drives loyalty
and trust. Bank of America, for example, has developed engaging, non-financial online content and communities targeted at specific
segments, such as its Small Business Community. These help customers understand financial products better, and encourage collaboration
and sharing of entrepreneurial best practices.⁹

[6] Bain & Company, Customer Loyalty in Retail Banking: Global Edition 2013, http://www.bain.com/publications/articles/customer-loyalty-in-retail-banking-2013.aspx
[7] Forbes, Tom Groenfeldt, June 3, 2013, "KeyBank Moves to Data-Driven Decision Making"
[8] banking.com, Tanner M., October 16, 2013, Creative Social Media Solutions for Banks.
[9]

Bank of America website, https://smallbusinessonlinecommunity.bankofamerica.com/community/running-your-business/business-startups
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Digital transformation is making a huge impact on customer engagement in the banking sector. Despite a clear call for change, many
banking executives are not moving fast enough to develop and implement a successful digital strategy. While 74% of companies surveyed
across multiple industries have a digital strategy, only one-third of the executives believe their firm has the skills and competencies to act on
their digital strategy.
Digital transformation affects the entire organization including marketing, product development, and operations, among others.
Unfortunately, many respond within organizational silos, and address the changes and challenges with narrow point solutions or a
generalized platform that is cost prohibitive and/or time consuming. Consequently, banks end up with solutions that are not integrated
across the organization and fail to deliver on their promise.
Deploying additional resources for development and integration is not a sustainable solution, but it is the standard operating procedure at
several banks. A more effective approach is to address digital transformation at the enterprise level with a platform that integrates various
modules. This delivers capabilities needed to understand and engage customers at a deeper level. This approach avoids incremental
purchases that increase support costs and provides a platform to support future growth opportunities.

5. Getting started with Digital Transformation requires a measured approach
Digital transformation is not a one-size-fits-all proposition, and banks shouldn’t be overwhelmed with an overly complex and expensive
approach. Consultants and media often over-hype digital transformation, which creates confusion on what to focus on and where to begin.
The reality is that few banks can afford to implement massive transformational initiatives. Every bank has its own unique set of resource
constraints defined by its infrastructure, processes, talent, and financial resources, which determine its transformation goals and budgets.
Despite the differences among banks in their digital transformation maturity and constraints, customer centricity is a theme that’s common
to their digital transformation imperative, which includes:
1.

Developing compelling customer experiences

2.

Optimizing operating costs while delivering quality service and convenience

3.

Meeting governance, regulatory and compliance requirements while leveraging customer data

We have found that optimal results come from a measured approach to transformation. For instance, a transformation framework can help
plan, prioritize, and execute digital transformation initiatives. Here’s how it works:
Based on a bank’s set of imperatives, a framework can be used to determine where the bank is currently positioned and how it can achieve
its digital transformation objectives. Linking business outcomes directly to solution capabilities and associated investment enables
executives to visualize the impact of transformation initiatives on key metrics.
Digital transformation initiatives are mapped to business outcomes and tracked with operating metrics. In our experience, executives
leading successful transformation initiatives bring a laser sharp focus on improving a few core business metrics. Early successes are
communicated effectively and used to jumpstart follow-on initiatives across the organization and build momentum.
Foundational capabilities that support processes and provide building blocks for new functionalities can be the key leverage points for a
transformation initiative.
A 360⁰ customer view enables marketing executives to direct more effective campaigns and tailored financial services. The same capability is
essential in meeting compliance requirements and tracking the customer across multiple channels and processes.
The bank’s governance, processes and specialized skills help bind and integrate digital transformation initiatives. Successful banks have
established internal digital transformation organizations to create digital strategies including new customer services, and ways to monetize
the bank’s digital assets.
Effective governance requires buy-in from across all levels of the organization with fully engaged process owners to help with enterprisewide integration. New skills may also be needed to configure and operationalize solutions.
Achieving transformation targets requires a strategy that considers the organization’s current positioning or ’digital maturity’. Digital
maturity is simply a baseline that indicates the bank’s progress towards transformation. Banks may be more advanced in specific areas but
lag in others, based on their business needs and priorities.
To close the gap between their current digital maturity and future aspirations, banks require a roadmap that balances customer centricity
with return on investments (ROI) and risk.

[10] Forrester Research, The Future of Business is Digital, March 2014, http://sloanreview.mit.edu/article/dbs-bank-pumps-up-the-volume-on-its-technology/
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Digital Transformation Framework for Banking & Financial Services
Metric 1

Metric 2

Metric 1

Metric 3

Metric 2

Metric 1

Metric 3

Metric 2

Metric 3

Digital Transformation Imperatives

Examples
n Digital Experience
n Loyalty Management
n Fraud & Risk Management
n Multi-channel Experience
n Personalization
n Secure Environment

Examples
n Process Optimization
n Streamlined Customer Care
n Cross Channel Management
n Product Recommendations
n Cost Reduction
n Fraud Management

Ensure Efficient
Governance, Risk &
Compliance
Examples
Regulatory compliance (SOX,
CFPB, Dodd-Frank)

n

Process

Foundational Capabilities
n

360 degree customer view

n

Seamless channel experience

n

Brand building & customer acquisition

n

Customer support services

Skills and Expertise

Drive Efficient Operations

Organizational Governance
Management System

Deliver Customer Value

Digital
Transformation
Enablers

Enabling Capabilities
Social

Mobile

Big Data / Analytics

Cloud

Figure 2: Recommended Digital Transformation Framework

6. Conclusion
Customer centricity is no longer a choice for banks – rather it is a mandate. Outperforming banking organizations are embracing digital
technologies to create competitive differentiation, and redefine customer relationships. Analytics is being applied to the digital commerce
lifecycle to understand, predict, and take personalized action to stay relevant to each client. New omni-channel experiences allow seamless
integration of physical and virtual environments, and create innovative ways to interact with customers – using mobile devices, local
branches, and emerging hybrid models. Banks are also leveraging social media to create a rich and collaborative customer experience and
build loyalty.
Banking and financial services organizations have a choice of vendors to partner with for their digital transformation initiatives. Broad based
technology platforms are often cost prohibitive and time consuming while other offerings can be narrow, non-integrated point solutions
that focus on isolated issues. They may also require further integration with platforms and additional point solutions. Depending upon each
bank's requirements, a partner with an integrated, but modular solution that accommodates today's needs as well as future growth may be
an approach to consider.
Regardless of strategy, there is no single, right path to banking digital transformation. Retail banks may start with different maturity levels
based on factors such as their competitive position, resources, risk profile, and aspirations. However, a structured approach that compares
where a bank is today in its digital transformation versus where it wants to be, and measures the value of each digital transformation
initiative needed for the bank to achieve the desired state, will likely deliver the fastest results with the most certain financial outcome.
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About TCS Digital Software & Solutions Group (TCS DS&S Group)
With the rapidly growing influence of new digital technologies, embedding digital transformation
in the company strategy has emerged as a key objective across industries. Recognizing this, TCS
offers a comprehensive portfolio of software and solutions that help enterprises leverage emerging
digital technologies to their fullest competitive advantage.
Developed by industry experts, our fully integrated licensed software and solutions are configured
to address our clients' specific business pain points within their industry context. Our modular
solutions help organizations effectively respond to the rate of technology change, and extend the
influence of digital technologies to transform the business landscape. As a result, our clients can
attract and build lifelong relationships with their customers, even as they reduce operational costs
across the customer experience and digital commerce cycle. With TCS as a strategic partner,
enterprises are empowered to respond with agility to the changing digital environment, and
achieve certainty in an increasingly uncertain digital world.

Contact
To learn more about our solutions for banking and financial services, contact
TCS.DSSG@TCS.COM
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Tata Consultancy Services is an IT services, consulting and business solutions organization that delivers real
results to global business, ensuring a level of certainty no other firm can match.
TCS offers a consulting-led, integrated portfolio of IT and IT-enabled infrastructure, engineering and
assurance services. This is delivered through its unique Global Network Delivery ModelTM, recognized as the
benchmark of excellence in software development. A part of the Tata Group, India’s largest industrial
conglomerate, TCS has a global footprint and is listed on the National Stock Exchange and Bombay Stock
Exchange in India.
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