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Introduction

"Financial services customers are fed up" reads a Forbes headline – a telling com-
mentary on the state of affairs in an industry that touches the lives of almost 2/3rds 
of humanity. New-age customers who are more aware, picky, and demand bespoke 
products have emerged in recent years. The era of complacence is long gone; 
financial institutions (FIs) can no longer rest on their reach or brand equity to be 
assured of a significant share of their customer's wallet. Such evolving trends are 
driving institutions to revisit their goals, practices, technology eco-employee sys-
tems, employee training initiatives, and more. 

Despite reading about the new age customers -How much do we really know 
them? According to a survey done in 2019, around 66% of customers from age 18 
to 34 years have a higher expectation of customer service. Today, high customer 
satisfaction levels are strong predictors of client retention, loyalty, and product 
repurchase. Microsoft reports that worldwide, 67% of people believe that customer 
service is changing. However, in the financial services sector, the focus has always 
been wallet share. This has led to processes, employee orientation tactics, and 
products and services that firmly entrench the FI in the customer's wallet. Only a 
handful of FIs could look beyond expanding the top, and there has indeed been a 
price to pay. The Forbes headline is a clear indication of that. While FIs were busy 
figuring out new ways to expand their wallet share, the customer service landscape 
around them was changing. Traditional barriers that prevented competition are no 
longer around or are less impactful than before. With the emergence of digital sales 
and engagement, branch and distribution strengths are rendered less useful. New 
nimble players appeared on the horizon. American Express states that 70% of con-
sumers support companies only with decent customer services.



Rising competition
In 2014, PolicyBazaar had completed six years in business and decided to reinvent 
their marketing strategy. The company worked aggressively to become synony-
mous with insurance in India. Their formidable distribution and the idea to make 
experts unlock the complicated workings within an insurance company made 
waves. Today in 2020, PolicyBazaar is regarded as India’s largest digital insurance 
platform, with a staggering web traffic growth from 45,000 average users per day 
in 2014 to 370,000, and is expected to log revenue of Rs. 1,100 crores in FY 
2020-2021
.
Unified Payments Interface (UPI), launched in 2016 and as a fairly new player in the 
market, continues to gain dominance especially with growing familiarity in the 
urban market. In 2018-2019, according to RBI reports, there have been 5,353 million 
transactions on the UPI platform, compared to 4,414 million debit card transactions. 
UPI’s newfound eminence in the financial market has already created turbulence 
among its giant competitors.

With user-friendly apps like Google Pay, PhonePe, Paytm and others that are using 
UPI as their payment system, there has been a massive rise in the market competi-
tion. Global card network operators such as Mastercard Inc. and Visa Inc. have been 
working hard to make their payment infrastructure more user-friendly to cope with 
the omnipresence of QR-code-based payments made popular by UPI apps.



Complex reality
The scene on the technology front is not very inspiring. Thanks to IT fragmentation, 
many FIs are having to deal with less collaboration and siloed decision making.  This 
has impacted customer service with bulky IT systems and diverse processes, placing 
a premium on faster and relevant customer transactions. Some of the sources for 
complexity in financial institutions include mandates (Regulatory compliance now 
requires much more:  more data gathering, more analysis of risk, and more moni-
toring and reporting)

Fragmented IT infrastructure (Data about the same customer or products 
from the same family residing in different systems; sometimes spread-
sheets) 

Customer product/service demands (Over the last two decades, the 
number of products offered by financial firms has increased dramatically.) 

Expansion into new segments

The new customer
In the past, till the point of an actual sign-on, all decisions were carried out by FIs. 
Which meant there was no scope for a customer getting a product customized for 
her. Thanks to the proliferation of sources and influence, today, customers and 
prospects have access to more information than ever. Customer-centric attitudes 
and behavior and a willingness to tilt the balance decisively in favor of the customer 
are must-have attributes for an FI now. Developing businesses focus on creating 
and reinforcing pleasurable experiences to retain existing customers and obtain 
new customers is the need of the hour



This is the era of contextual engagement. Financial Institutions (FI) need to engage 
customers with less marketing and more relevance. FIs should let the customer's 
context define the engagement roadmap with significant brand influence. With the 
adoption of omnichannel platforms like WhatsApp Business, companies are discov-
ering new ways to build an effective connection. The encrypted messaging in 
WhatsApp doesn’t serve ads, and that makes the target funnel much more com-
prehensive. So, the target should be to strike a healthy balance between customer's 
needs and business goals.

Nothing matters, except for customer-centric practices that are empathetic to cus-
tomer preferences. However, no matter which evolutionary path an FI chooses to 
become more customer-centric, without customer engagement at various levels 
(emotional, for instance) in this journey, the destination will still be unreachable. 
This is one of the reasons why FIs are experimenting a lot with gamification. Gamifi-
cation gives the customer a sense of control and makes her a willing partner in 
helping the FI map the customer lifecycle journey and preferences. There is very 
little that many FIs know about their customers, and gamification is fast turning into 
a way of learning more about them. A study by Temkin Group shows that a moder-
ate improvement in Customer Experience (CX) would impact revenues of a typical 
$1 billion company by an average of $775 million over three years, i.e., a ~78% 
impact, and loyal customers are seven times as likely to test an offering, five times 
as likely to repurchase and four times as likely to refer.

Emerging reality



Steps to deepen customer
engagement

The new customer represents an evolutionary milestone for the changing customer 
landscape. FIs that do not match pace with the needs of such customers will find 
the going tough in the days to come.
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Deploy adaptive models of
engagement that evolve with
the customer

Simplify IT infrastructure
to target reduced transaction
complexity

Move away from product/channel 
centricity to delivering consistency 
in customer experience across 
touchpoints and products

Availability of choices matter

Convenience matters more than 
channels

Engage outside the buying cycle, 
to begin with

More customer-centric roles 
will help

Offer the path of least 
resistance for every 
transaction

Figure out customer's best 
interests and motivators before 
they do. Passive satisfaction 
does not help; advocacy does.
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