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Facing the
customer

The financial crisis drove a wedge betwesan the banking industry and the consurmer. David Bannister

Examines. what, if anything. can be done to restore customer confidence

Banks and their customers hove never really seen
sye-to-ays, but the financial crisis and subseguent
BCONGMIC shump have increased customer antipatiy
towards banks to unprecedented levebs.

8o much 80, in facl, that mesarchers studying the
sector found that thers was no longer @ comelation
between sarvice levels and customer satisfaction - the
customens e just dissatisfied, no matter what sanvice
o give tham,

Christine Johnston, director of Finalta and suthor
of the sidh annual Customer Servica in Eumpe Report
for the Eumpean Financial Markets Associabion, says,
“tha link batween satisfaction and servios delhvery got

beokusr®, The tebest EEMA mport, pubdshed umt (et
maonth, themlors had o update the set of customes
sarvice matrics tracked in the seres since 2005, reflaciing
chanpes in performances over the iast yasr

Tha UK Fnancial OmbuadSman Sonaca’s moently
mdsased oomplpints. data miating to Indvidual financial
buminessss shows a total of B4,.212 new compléaints m s
first haif of thes year- a smal increase on the 82,130 canes
macaivad in the sscond half of 2008,

Mom important, howeves, 8 the woy thal some
ratitutions have incorporaied sandca

Tha latesi sal of complainis data shows thal
Somi DulineSies are mally oomimitiad 10 ensuring



complaints are handled well, and are usad to mfom and
improve the servioe they offer their customess,” said
Matale Coaney, chisf executive and chief omibudsman,
“However, the complaints data also shows thems is stil
mons that some businesses need to do o ensure that
eamplaints are prepady imestipated and fairy rescled.
The cmbudsman i keen to contiee 1o play its part and
help businesses draw lessons from the compslaints that
wi 568, 50 dispules can be sorted oul at the earfies!

The UK and Eunopean markets ams not alons n sesing
this leval of customer disaffection: sarker thes year in the
LS the biannual BAl & Finacke Index of Bank Conswmer
Sentement reporis a growing divide befwsan the way
bankers and consumens view the banking industry, The
bianmual ndex, sponsoned by MewGrownd, surveyed
bankers and a representatrve sampls of 2,501 custome s
dbout tha economy; bank fees; innovation: managing
fimances; and, trust In financial instiutions.

The baseline for consumer sentiment was established
with a score of 100, and at that fime, the industry opinion
of how consumers felt aboul banks oversll reflected a
slightly mome optimistic gutiock, coming In 26 points
higher than the consiumer basaline at 128, Mow, the latest
adition of the index shows bankers’ opinkons of consumer
sentiment improwving, nsing to 137, an indication that
bankars balieve consumens are fealing even batier about
banks than they wene s months ago. Howeser, during
the same time period, the consumer sentiment index,
which s a measure of how the bank customers actually
feal, has moved in the opposite direction, dropping 18
poirts and widening the previous gap that existed last
August by more than S0%.

“Our lztest reseach indicaies thal consumer
sontiment toward the banking industry as a ‘whole has
deaclined in the past six months. In this same time period,
many banks have experiancad sirangthened customer
Ioyalty with their own cusiomer base, &8 measured by
improwing customear safistaction and engagement metrica.
Biut, when you look @ sertiment toward the industry as
a whola, the gap behwesn what consumers and bank
Bianucel, president and chief exacutive of BAL

“Ag the iIndustry comes 1o terms. with the ciffersnces
between whal executives believe, and consumer
affitudes, thers ane positive indicators that may provide
chues ihat will heip rebulld declining consumer sentiment

six months, s pedormance = 0 every aspect, from
acquinng cusiomers 10 exiending credit - has improved.
Onrarall, there are wery strong indicators that imestments:
in inmowvation will be eritical to laad the indusiry back to a
Seval of high consumer trust and confidanca”,

Gareth Jones. retall business developmeant director
at Temenos, says that the Inks betwean customer
satistaction, loyalty and profitabiity am miso not well
understood, “Certainly, most paople would intuithvely
imply & connection, yet it has also been found to be trus
that some Toval’ customens are unproifitable - marketers
sometimes call these indhidusis ‘limpets’ or ‘leeches -
some dissatished customens ramain incredibly loyal, yet
others leave instantly. Moreover, some studies indicate
that as many as B5% of lasving customers had indicated
they wen ‘satisfied’,” he says.



machanims to poll and talk with customes - start
here, but bear in mind that they may require significant
additonal investmant to actually work,” he says

Equally important |8 & comprehensive  cument
cusiomer proftability analysis. "This offers an ‘overlay'
o & segrmeniation approsch thal halps instifutions befter  account
understand how to best serve all customers,” says Jones.
“Current unprofitable customerns, who may be as many as
26% of & retall tank's chent D, can be steensd tOwars
a more appropnate, yet mutuslly benaficial offering. Its
WOrh stessing the mbustness of profitability model
neadad - If the trarsfer pricing and cost allocation =
incomplats, the mesult of managing customers out may
have & shocking outcoma whan the full impact of cost
cover is established,

The EEMA/Finalta mport identifies three critical asas
of sanice managemant in 2010; improving  customar
expenence through process design and mamageament,
enhancing branch staff sarvice capabiliies and rviewing
sarice measumment obecthees and technigues.

Finalta's Johnston says that banks should ook of
thesa priorities and “siart with the ones that haeve the
highast smaotional impact™. For customers, she says, them
anm moments of tuth as they go through a process oF
trarsaction with a bank, and fixing issues at those points
can ba one of the sasiest ways to improve sendice leels,
"oy ofen e are very small hoesks that cin b mads
that will have big resulis.” she says.

The most mportant of the moments of Buth icentified
by the Finalta research weara reporting complaints, mesting
MWNMIWWM

It b8 perhaps & good sign that | ks in these hasec ames
thiat the ndustry |s looking to focus on improving serics
ievels - Bt lsast it maiches whiat the consumer and of the
equation seama to ba most imte about.

i the Uik, The Futuns of Banking Comimission, S8t up
by govermment 1o review the industry post-crisis sought
o hear the views and stories of as many conaumens as
possible, o help shape the conclusions of ihis mport.
In response, the consumer group Which? lsunched i
*"Big Banking Debate”, which Saw 300 people gather in
cantral London discuss tha futune of the banking intustry.
interviews wers also conducied and, whils consumens
Wl ancoUraged 1o Isive thair vienws on the Commission's
wishaits.



