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The reach of social media is extraordinary. Increasingly, younger generations use social
networks and make choices based upon online recommendations. In addition, with
consumers' trust in banks touching all-time low in recent years, negative comments by
disgruntled customers act as another dose of negative reinforcement. In such scenarios,
retail banks cannot ignore the power of social media. However, failure rates of social
media adoption by banks are high. Banks face many challenges that hinder their
e ective adoption of social media. Banks can however overcome the challenges and
leverage the full potential of social media by following structured and optimal approach

to adoption.

Introduction

The retail banking industry is suspended in a state
of continuous evolution—a hyper competitive
environment where the rules of the game keep
changing. In the wake of financial crisis, banks
are faced with low customer trust. Additionally,
today’s net savvy customers, including Gen Y,
expect their banks to meet them using what has
emerged as their most preferred communication
channel—social media.

Currently, retail banks in mature markets are
cautiously starting to use social media to connect
with their customers. For example, over 250

financial institutions from 40 countries have
joined Facebook till date. Over 700 financial
institutions in 38 countries are live on Twitter.
However, many banks are finding their
understanding of effective communication tools
being challenged by the phenomenal rise and
reach of social media. Many banks are lagging
in effective social media adoption. They have
either not launched any social media efforts or
have launched one only halfheartedly. In the
absence of effective social media adoption, banks
grapple with numerous challenges. These can be
broadly classified under Customer, Competition
and Environment dimensions.



Bank’s challenges in the absence of effective social media adoption
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Customer: Traditionally, an unhappy customer
could convey displeasure through a letter
or email to the bank or share it with friends
and family. The effect was generally minimal.
Today, using social media, unhappy customers
can reach hundreds of thousands of online
users through tweets, viral videos and other
social media avenues. The adverse impact to
a bank’s reputation through such outbursts
can be staggering. Additionally, customers are
increasing relying on communities of peers on
social networks for their financial decisions.
This poses huge challenge to banks. Banks also
need to reach prospective customers, many of
who use social media extensively, in new ways.

Competition: Non-banks like Virgin Money, for
example, are more agile and not so bound by
channel silos and regulations are aggressively
entering into banking functions. These
competitors are leveraging social media for
social banking in a big way. The innovation and
customer experience provided by these non-
banks through online channels, including social
media, is much superior to those provided
by the banks. Social banking threatens to
displace banks as customers’ financial services
relationships  center.  Personal  financial
management sites like Mint and Geezeo as
well as peer-to-peer lending aspects of social
banking pose great challenges for banks.

Environment: The extraordinary rise of social
networking is threatening to shift the financial
services landscape. Consumers, using social

and other media, have increasingly come to
perceive their banks to be inflexible. They
believe banks don't serve their needs due to
their standardized products and inflexible
credit terms offered. This negative perception
of banks, coupled with reduced switching costs,
creates a challenging environment for banks.
Customers have become more positive about
online social banking, and are asking for more
tailored and personalized services from banks.

Bank’s Objectives for
Social Media Adoption

Refer to Figure 2 for bank’s Social Media
adoption objectives. Engaging customers and
building brand affinity and awareness are the
most important business objectives driving
the use of social media by banks today.

Barriers to Effective
Social Media Adoption

Refer to Figure 3 for few factors that inhibit
effective social media adoption by banks.

Strategic: Many banks are looking at social
media as another channel for corporate
communication. They do not consider it
as collective collaboration. This limits the
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effective leveraging of social media. For
example, just having a Facebook page and a
Twitter account will not be enough for banks,
if banks intend to leverage full benefit of social
media.

Financial: Many banks lack budgets. A
large chunk of IT budgets are dedicated to
maintaining legacy systems. Banks have
been unable to successfully divert funds to
key initiatives like social media. As well, many
bank senior leaders are convinced of the value
or ROI from social media efforts preventing
budget approval for Social Media.

Barriers to effective social media adoption

Objectives
for social media
adoption

Figure 2

Awareness
and Affinity

Retain
Customers

Manage
Corporate
Reputation

Manage
Stakeholder’s
Opinion

Risks: Many banks are concerned about
the risks associated with Social Media and
don't know how to effectively mitigate with
potential risks. They are concerned with
the leakage of confidential information,
litigations due to copyright breaches, and
incorrect, disparaging or negative comments
by disgruntled customers. As a result they like
to stay away from social media adoption.

Regulatory: Compliance and regulatory
concerns are major obstacles in social media
adoption by banks. Banks' are concerned
with the regulatory, compliance and legal

Figure 3
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implications of social media. Social media
raises new regulatory challenges such as
archival and maintenance of communications.
Bank’s legal and compliance departments
are risk averse to social media initiatives and
pose limitations on what banks can do to fully
leverage the potential of social media.

Awareness: Banks also have to grapple with
the challenge of a lack of awareness and
benchmarking for Social Media initiatives.
Many banks lack a clear understanding of
social media. They are not sure how to derive
enterprise value of out of it. As of today, there
is very little documentation on ROI from social
media that banks can leverage to build their
business case. As a result, getting leadership
approval for social media initiatives often
becomes challenging.

Organizational: For many banks, there is
lack of broad organizational participation in
Social Media adoption. For example, many
banks don't involve their customer service
department in the social media management
efforts, even though many banks consider
support related metrics (e.g. satisfaction
rate, resolution rate etc.) as “very important.”
Many banks’ organizational structure inhibits
their effective social media adoption. They
have myriad but siloed customer listening
avenues. For example, customer service
hears from customers’ problems, marketing
monitor social media for feedback, and
internet managers review interactions related
feedback. Unfortunately, the insights gained
from these silos are mostly not connected for
holistic insights. Even in cases where there are
analytics from social media feeds, the analytics
tend to be in silos and the insights do not
percolate to all decision-makers.

Ownership: Typically, in banks, no one division
owns the customer experience. This raises
challenges in who would own the social
media initiatives and deployments. Units have
historically operated in silos. As a result, the
collaborative effort needed for such initiatives
is missing.

Human Resource: Lack of trained human
resources and time is a key barrier that inhibits
banks’ effective social media adoption. Lack

of trained human resources is one of the
key reasons for lack of broad organizational
participation in bank’s social media adoption.
Banks lack human resources who have good
knowledge and expertise of various social
media tools. Very few banks’ CXOs themselves
use Social Media tools.

Infrastructure: Not many banks utilize an
enterprise feedback management process.
This prevents them from fully benefitting from
social media initiatives. Timely responses from
banks to customer feedback on social media
are crucial. For example, a quick Twitter search
on many major bank brands would show topics
trending that can have major implications
for any bank. However, in many cases, such
interactions are ignored by banks, as there are
no dedicated resources to listen and respond
to such social media conversations. Most
banks don't have the guidelines and policies in
place for social media adoption.

Measurement: While many banks believe
social media metrics are important, few banks
actually measure the metrics. This creates a
challenge for the support of sustained social
media initiatives. There is an absence of a social
media measurement infrastructure in most
banksastheyhaven'tplannedforincorporating
social media metrics frameworks and tools for
measurement within their ecosystem.

Technology: There is little consensus among
banks’ executives on which Social Media
tool is really effective. Banks are usually
confused on what is the “right” social media
software technology for them. The plethora
of technology vendors adding social media
capabilities further muddles the technology
landscape for banks. Many banks also perceive
social media platforms to be unstable,
unreliable and unsecure. Banks are unsure on
how they would handle access control and
authentication in social media and how they
would integrate the social media applications
with other customer servicing applications.

Sub-optimal leverage: Many banks fail
to leverage social media throughout their
marketing avenues. For example, even though,
banks’ executives consider customer review
sites to be very effective tools for influencing
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customer preferences, not many banks host
or use these sites. Many banks are deploying
social media for awareness, engagement and
loyalty, but not for interest and preference.
Banks also struggle in optimally harnessing
customer comments on social media and in
proactively building connections with social

networking customers.

Approach for Social
Media Adoption

To overcome the barriers, banks must adopt
a structured approach for social media
adoption. Banks must have a balanced view on
social media. After all, a serious customer trust
breach, poor service, bad policy decision or
public social media discussions by customers
without a timely response from bank can
do much more brand damage for banks
than any perceived damage social media
adoption could. Banks must start small with
their social media initiatives (internal blogs
or private online community) and then scale
up gradually. Banks’ social media platforms
must be modular to enable scalability and the
addition of new functions. Banks must also
get their basic customer support streamlined
before adopting social media. For example, if
a bank is unable to respond to email enquiries
within hours, they should fix that first before

Approach to social media adoption

adopting Twitter. Also, if replicating social-
banking platforms seem costly, banks must
look at partnership models with financial
social networks.

For a recommended structured approach
for social media adoption by banks, refer
Figure 4. The four phases in this approach
are 1) Customer, 2) Goals, 3) Strategy and
4) Technology.

1) Customer: The customer must be at the center
of any social media strategy. Understanding how
customers use social media is crucial. In the first
phase, banks, through online surveys or from
user profiles on the website, must understand
customers’ social media preferences. Using
the data on customers’ social media
interactions, banks can then build profiles
of their most important customers. Going
forward, the social media initiatives must then
be prioritized keeping the most profitable
customers in mind.

2) Goal: In the next phase, banks must come
up with clear goals and metrics for their social
media initiatives. The social media initiatives’
objectives should be aligned with the banks
business objectives, mapped to the bank’s
current initiatives, and able to provide tangible
value-add to bank’s priority initiatives.

3) Strategy: The third phase involves strategy
—how the goals will be accomplished. It is
crucial that a bank has robust and coherent
strategy that focuses on deepening the

Figure 4
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relationship with the customer. Banks’ social
media strategies must be guided by an
enterprise wide vision, not departmental
silos, and need to span multiple activities.
Strategy must encompass objectives, market
analysis, governance, performance indicators,
and ultimately the technology selection. In its
rush to start using social media tools, banks
should not ignore formulation of social media
strategy.

4) Technology: The final phase involves
technology platform selection. The strategy
should lead to technology choices; not
vice versa. Banks must select appropriate
technology aligned with their strategic
objectives, keeping the target customer in
mind. Banks must invest more in customer
behavioral and segmentation analysis and
reengineer business intelligence models to
better understand demographic shifts. Social
media platforms must also be integrated
with banks’ analytics and current enterprise
and customer service applications, including
CRM, and marketing. Security aspects must be
closely looked into.

Banks should additionally follow steps
listed in Figure 5.

1) Align social media investments with their
marketing investment strategy

2) Target specific market segments
3) Integrate their social media approaches

Success enabling steps

into their online capabilities

4) Establish an integrated  marketing
measurement framework that includes
social media-specific measures.

Banks should categorize and track their social
media effort and investments not just by
business objectives but also by components
of the marketing dimensions like loyalty,
awareness, and preference.

On an ongoing basis, banks must follow the
three step process of Listening, Engaging
and Leveraging in application of Social
Media. In the Listening step, banks must
understand customer or prospect sentiment,
issues, opportunities and trends. They
must identify emerging topics or issues that
impact them. In the Engage step, banks
must work on establishing relationship
with consumer and gain their trust. Banks
must work on getting brand voice into the
conversation in an authentic fashion. In the
Leverage step, banks must work towards
integrating social media data into their
general marketing data strategy. They must
leverage feedback and insights across all
aspects of their channels, productions and
functions, including customer service and
marketing.

Banks must back the above mentioned
structured approach by key enablers (refer
Figure 6).

Figure 5
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Enablers of effective social media adoption Figure 6
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Effective Social Media Adoption

Executive Support: Social media adoption
requires a champion with vision—executive
support is crucial. Most Senior Executives
have a limited understanding of social media
and are not convinced of its benefits. Hence,
they must be convinced by building strong
business case and through examples of other
firms’ successful social media.

Culture: It is important that concerned
departments establish a working relationship
with the bank’s legal and compliance teams.
The social media team could meet regularly
with the legal and compliance teams, show
them what the initiative is about, and make
them comfortable. Additionally, the social
media team should request a designated
compliance officer and legal counsel
responsible for social media decisions. Banks
must also develop a more collaborative culture
with their customers. Internally, banks must
work towards breaking the organizational
silos. A culture of continuous learning around
social media should be established and
training provided. All concerned stakeholders
must be proactively determined and invited to
participate.

Governance Structure: While scaling up of
social media, banks must identify a formal and
unified governance model. The social media
initiatives must not be led by junior employees.
Instead, a senior marketing executive must
lead with task force representatives from
various departments and lines of business.

—

The leader would, amongst other activities,
also be responsible for ensuring coordination
across lines of businesses and IT and help
break organization silos. A central advisory
team having understanding of different social
media tools is recommended. This team would
help set realistic results expectations, help
define policies and guidelines, manage vendor
relationships and help liaise with legal and
compliance teams. Importantly, the ownership
of social mediainitiatives must lie with different
lines of businesses and products units, who
would have the final say on social media for
specific products. The social media initiatives
must encompass bank’s sales, marketing and
customer service activities. Also, social media
adoption decision makers must develop good
understanding of technology landscape.

Policies: Before launching social media, the
policies and procedures, including roles and
responsibilities and Dos and Don'ts, must be
crystallized and proactively communicated to
the concerned employees. Which employees
can participate, how much monitoring is
needed, can product selling be done, content
retention policy, and escalation procedures
in a crisis are some of the things that must
be detailed out. Banks must also put prudent
compliance policies in place and communicate
the intention to regulators. They must have
strategy in place to address promptly and
effectively negative comments about them
on social media. Banks must also have tools
and processes in place to ensure all customer
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comments and interactions on social media
are monitored. It is also important that policies
allow easy management of restrictions and
permissions.

Measurement: Banks must come up with
good measurement framework for measuring
the success of their Social Media initiatives.
They must tie these metrics to their business
objectives. For example, satisfaction score,
resolution rate and resolution time could be
tied with the business objective of facilitating
customer support. Similarly, topic trends, idea
impact and sentiment ratio could be tied with
the business objective of fostering innovation.
Banks must work towards determining the
social media benchmark.

Social Banking: If banks get in Social
Banking business, they must consider the
opportunities to partner with thriving social
banking providers instead of building their
own social networks. For example, some of the
social networks like SmartyPig and Wesabe
are emerging as new retail banking vendors.
Banks must also plan to make their pricing
and services more transparent. For example,
banks could enable customers to compare
their prices with other banks by looking at
integrating product reviews and comparison
features into their own sites. Banks could
also expose pricing strategies to customers
such that it rewards loyalty and encourages
multiple account holdings.

Examples of usage of social media

Benefits of Social Media

Banks can reap immense benefits from the
effective adoption of social media. They could
leverage social media in aspects ranging
from customer service and public relations,
engaging prospects and customers, product
research and development, gathering market
intelligence, marketing and promotion,
community building, improving transparency,
providing collaborative support, expanding
knowledge base, helping employee gain
customer perspectives, in new social financial
services (like peer-to-peer lending services or
personal finance management services.), in
internal improvements and more. Refer Figure 7
for examples of usage of social media.

Conclusion

The growth of social media is unstoppable
and is increasingly becoming integral to banks’
success. Retail banks can no longer afford to
ignore social media, if they have to remain
competitive. Unfortunately, many banks are
still confused over what social media is and are
not sure of the value it can deliver. Many banks
are faced with barriers that deter them from
effectively initiating social media adoption.

Figure 7

Customer Service

« Auckland Savings Bank’s Facebook
Application “Virtual Branch”

«  Wachovia uses social media for answering
customer queries

Product Research

feedback

« Mariner bank developed a new type of
checking account using customer

Community Building

« Wells Fargo's Stagecoach Island

« American Express’s OPEN Forum is
targeted at small-business owners

« Scotiabank’s MyVault community

Internal Improvements

«  Well Fargo's Student LoanDown blog

« JP Morgan Chase in coopertion with
Facebook launched the Chase +1 credit
card targeted at college students

-
Marketing & Promotion Transparency

Well Fargo's-Wachovia blog had a kick off
post from the CEO that significantly
helped the bank gain customer trust
during the merger exercise

A

« Deutshe bank is extensively using an
internal micro-blogging service called
“The Wire," that allows internal teams to
collaborate
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P2P leading service: Smava, Lending Club,
Kiva

PFM services: HelloWallet, Buxfer, Wesabe
and Mint
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Most banks use sub-optimal approaches to
overcome the barriers; thereby do not get the
desired results. Where banks have followed
structured approach and best practices in
social media adoption, they have been met
with great success.









