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Abstract
Customer Relationship Management is becoming an important 
factor in Indian banking sector. Now each and every bank is 
realizing the significance of relationship with customer to survive 
in the competitive world. So, in this paper, we have discussed 
the Role of Customer Relationship Management (CRM) in the 
Indian banking Sector
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I. Introduction
Customer relationship management systems are becoming popular 
across several sectors and have emerged as chief business strategy 
in today’s competitive environment in companies. It has been 
viewed as a process aimed at collecting customer data, find profiles 
of customers and use the customer knowledge in specific marketing 
activities. It is a discipline which enables the companies to identify 
and target their most profitable customers. CRM implementation 
is on way in many Indian banks [1]. From marketing aspect, CRM 
is defined by [Couldwell 1998] as “a combination of business 
process and technology that seeks to understand a company’s 
customers from the perspective of who they are, what they do, and 
what they are like”. Technological definition of CRM was given 
as “The market place of the future is undergoing a technology-
driven metamorphosis” [Peppers and Rogers 1995]. Consequently, 
IT and marketing departments must work closely to implement 
CRM efficiently. Meanwhile, implementation of CRM in banking 
sector was considered by [Mihelis et al. 2001] [6]. CRM takes 
a very customer-centric view of the entire customer life cycle, 
which means that a CRM business strategy places the customer 
at the center of the organization’s universe [8].

II. CRM in Banking Sector
“Information technology can be helpful in supporting the 
search for competitive advantage” Dennis, Nunamaker, Paranka 
(1999). “The electronic exchange of transaction documents has 
had a significant impact on business practices. EDI brings in 
many benefits to the organization such as reduced costs, faster 
turnaround, better customer service, and in some firms strategic 
advantage over their competitors” Premkumar, Ramamurthy and 
Nilakanta (1994 ). Karimi, Gupta and Somers (1996) suggests “that 
the new competitive strategies will be increasingly technology-
based global initiatives that are affected by the firms’ IT maturity” 
[5]. According to a RBI statement, in future India will have a 
competitive banking market as one of the most attractive market 
after 2009. India will see foreign banks come in, what with more 
freedom to come in. grow and acquire. Therefore, it is imperative 
that Indian banks wake up to this reality and re-focus on their core 
asset - the Customer. A greater focus on Customer Relationship 
Management (CRM) is the only way the banking industry can 
protect its market share and boost growth. Fig.1 shows operational 
CRM.

Fig. 1: Operational CRM [2]

III. Factors influencing Banking Sector
Many banks are still following the traditional ways of marketing 
and only few banks are making attempts to adapt CRM [7]. The 
focus of CRM helped banks to understand the customer’s current 
needs, what they have done in the past, and what they plan to do 
in the future to meet their own goals [2]. There are various factors 
influencing banking sector to implement CRM:

Increasing competition• 
Proliferating customer contact• 
Intensifying attacks on customer information• 
Rising customer expectations• 
Identifying new marketing opportunities• 

Online customers have a special set of expectations that set 
them apart from traditional customers. In particular, they expect 
lots of information about your company and your products to 
be available online with minimal searching, close to immediate 
service, opportunities for self-service via your website, and speedy 
shipment of products or services. Therefore, you need to consider 
CRM principles when doing business online [3]. CRM is the hot 
talk in the banking sector. Banks are realizing that CRM is the 
magic bullet that helps financial institutions to build stronger and 
more profitable relationships [9]. Fig. 2 shows the dependency of 
CRM usage on the size of a company. Clearly visible difference 
(19% for micro companies and 62% for large companies) stems 
from obstacles (such as technical, financial, personal etc.) which 
only large companies can overcome (it pays out thanks to economy 
of scale).
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Fig. 2: CRM Utilization Based on the Size of an Enterprise [4]
Source: Information Technology in Corporate Sector, CSU 
2010 

IV. Customer’s Perception Toward CRM
Customer perceptions are far more positive in the context of the 
bank employing CRM as compared to that not employing CRM 
due to following factors [10]:

Reliability• 
Responsiveness• 
Empathy• 
Tangibles• 
Assurance• 
Satisfaction• 
Loyalty• 
Commitment• 

V. Conclusion
To survive in the competitive world, Indian bank sector is realizing 
the importance of customer’s relationship and is adopting CRM 
i.e. customer relationship management. So, with each and every 
interaction with customer can give opportunity to build a lifelong 
relationship. In this paper, we have discussed the role of CRM in 
Indian Bank Sector.
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