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I T you were piloting a plane through turbulent weather, you wouldn't switch off the engine in fear. Nor would
you fly the plane as you did when the sun was shining and you were coasting along. Instead, you'd think
intelligently, plan diligently and do all you can to keep passengers safe. After all, they'd count on you to land
safely.

Running a bank in these challenging times is no different. Buffeted by the rough winds of the continuing
crisis of confidence and the dismal economic scenario, banks cannot afford to operate as they did during
days when credit, cash and confidence were readily available and customers were relatively happy. Nor can
they freeze the organization, and keep from innovating and launching new products, thus slipping on retaining
and gaining customers.

Today, banks need business more than anything else — for survival, sustainability and growth. And to garner
business, banks must take a host of measures, including creating personalized products, streamlining
operations, and leveraging a more agile IT landscape. However, this must be achieved when resources are
limited, competition is fierce and customers are distrustful. Surrounded as they are by tight credit, collapsing
companies, bad loans, risk-averse investors, and nearly non-existent margins, this is a challenge indeed.

How then can a bank get business in a crisis and without making costly investments? To retain customers
and attain its objectives, a bank must deploy its existing resources in the most effective manner. A bank
must approach its objectives from a holistic perspective, taking into account stakeholder requirements, the
bank's vision, mission, competition and resources. It needs to realign its entities & departments, products
& services, and staff & management, while ensuring they work seamlessly to convert this strategy into viable
reality.

Standardizing Products to Boost Growth to serve customers across the demographic and
economic spectrum, they offered a whole raft of
products and services — from simple savings
accounts and credit cards to complex corporate
accounts, insurance, mutual funds and loans. They
tried to woo the yuppie, the HNWI, the start-up, the
teenager, the corporation and the neighborhood
hardware store. And that's just as it should have
been. After all, that's how a bank can expand its
customer base and boost its bottom-line.

A bank must standardize its products and services
in accordance with this realigned strategy. Products
are generally introduced in a piecemeal fashion,
creating a complex landscape of sometimes
contradictory offerings that confuse customers and
hinder growth. Banks must simplify and consolidate
products across the enterprise to promote
competitiveness and efficiency. This helps banks
satisfy customers and cross-sell products, enabling
the organization to succeed in a low-margin

environment of decreased liquidity. This helps reduce Communicate, communicate, communicate
cost and extend reach. Realignment involving the sale of products causes
disquiet among stakeholders and raises doubts of
Now is the optimum time to work toward this goal financial soundness even when a bank may not be
facing such a problem. A bank must communicate
An organization that realigns its strategy in a tough its strategy to stakeholders and give them heightened
economic situation comes up winning when the levels of comfort. Else, the sale of one business will
industry turns around. While carrying out this have adverse implications on business as a whole.

exercise, a bank must ensure simplicity inside but
sophistication outside: make simple changes and
articulate the strategy to stakeholders in a
sophisticated manner to increase customer traction
and win confidence.

However, every bank is an expert in a particular
domain or has the most takers for a line of products
or is favored by a class of customers. These are its
core competencies, the areas in which the bank is
a leader. A bank must evaluate all its businesses
and products while identifying its core strengths
As banks tried to become one-stop financial shops and then work to retain, sustain and strengthen

1. Focus on core competencies



them. A bank must concentrate on maximizing its
advantages in these products by aligning them with
its entire business — with channels, customers,
communication strategies, branding, operations,
and processes. It must look at enhancing its
presence in areas of strength and opportunity.

Similarly, a bank must decide to let go of businesses
or products that require too much attention and
gobble up too many resources without bringing in
adequate rewards. A bank needs to have a policy
on destroying products that do not offer good
returns. Each product must have an earnings target
and if this is not met, a product must be destroyed
before the competition kills it. This needs to be an
ongoing activity to clear the deadwood and
rejuvenate the bank.

2. Should we buy, build or ally?

Even as a bank understands where its core
competencies lie and seeks to create a
representative product portfolio, it may need to
either build or buy the products or ally with a partner
to offer the products. Which is the best strategy?

A bank must choose to build the product only if it
has the internal capability to deliver. Its business
units must be able to design, incubate and deliver
a product, and market it successfully. This process
requires time and an appetite for experimentation
and banks may not have this luxury in the crisis
situation prevailing.

If banks are not equipped to handle end-to-end
product development, they must buy the product
by acquiring another bank or the business line or
product line that has the best capability in the area.
In this way, they can access the best customers
with the best people, processes, presence, branding
and positioning. All at a bargain-basement price
during the current financial meltdown. A case in
point is the Barclays purchase of Lehman Brothers'
US investment banking business.

Failing both, a bank must collaborate and tie up
with a strategic partner to incorporate the product
among its offerings. This must be a viable long-term
relationship and stringent due diligence of the
partner's credentials is an overwhelming priority.
The partner must be reliable, financially sound, and
have a proven track record.

3. Innovation-led product factory

As the pressure to sustain business in a difficult
banking environment increases, banks must set up
an innovation-led product factory. A bank must
maintain an integrated view of the design,
development, delivery and distribution of products
while creating and standardizing them.

For one, the products must be simple, yet innovative,
understood easily and designed after incorporating
stakeholder inputs. This ensures that a bank’s
offerings are targeted to meet specific customer
needs and find takers readily.

Second, the banks must learn lessons from the
downturn when fabricating products. The bank
must monitor the product factory to ensure that
offerings are developed in accordance with core
competencies and in line with the bank's vision and
mission. They must be in tune with customer
segments and requirements to allow right-selling.

Right-selling and not returns is the most important
criterion banks must monitor when offering products
to customers. For, if a product is sold to the right
customers, returns will follow automatically. However,
the desire for returns can blind the bank into building
a house of cards — that collapses at the slightest
rumor of risk — instead of a product factory.

Banks must remember that all products are not for
everybody. Products with a higher degree of risk
must only be offered to those who have a higher
appetite for risk. Moreover, the risk residing in each
product must be clearly conveyed to the customer.
It is critical to have a fool-proof customer profile.
Strict KFI (Key Factor lllustration) norms must also
be implemented by a bank to enable customers to
take informed decisions on product choices.

4. Educate and empower staff

The bank must educate the employees with the
knowledge necessary to sustain day-to-day banking
business and sell products effectively. Doing so
empowers staff with wide-ranging information that
helps match customers with products and apply
process to problem.

Leveraging Web 2.0 applications such as wikis,
banks can enable interactivity through user-generated



content and leverage real-time collaboration
irrespective of geographies and time-zones. Not
only does this help banks solve problems and
provide an internal support system to employees,
but collating and analyzing such feedback helps a
bank learn from its employees’ insight and its
customers’ needs. A bank can obtain a greater
understanding of the marketplace and customers,
while reducing product failure-related risks — essential
knowledge for the successful functioning of any
enterprise.

A bank can also put in place a reward scheme for
employees to encourage them to offer innovative
product ideas. Institutionalizing such an initiative
helps generate ideas on a sustained basis.

5. Maintain a long-term perspective

A bank intends to continue in business for a long
time. So why should it adopt a short-term
perspective? This is especially true when it comes
to products — designing and developing personalized
products that offer customers a rich experience and
win their approval and loyalty. This long-term
perspective must encompass two aspects of product
standardization.

Think farther not faster: Banks have been so intent
on winning the time-to-market race when it comes
to new products that they have failed to address a
critical aspect when they try to gain competitive
advantage. The factor that decides a product’s
success does not lie merely in the time a bank takes
to launch it, but in how long a product is able to
sustain its existence. A product must have a long
lifespan and maximize the opportunity for growth it
offers a bank. Launching a new product is an
expensive undertaking and a long shelf life offers a
better return on investment.

Endurance of key relations: A bank needs to prolong
its relationship with key stakeholders like its
customers for the longest time possible. Thus, it
needs to offer products that meet a customer’s
needs at different stages of one’s life. This ensures
that a bank can retain customers and stay in business
longer.

Every effort must also be made to target optimal
disclosure of product related parameters and pricing
to all relevant stakeholders including customers,

prospects, partners and regulators, to encourage
trust and acceptance, in the long term.

Maintaining the long-term perspective definitely
entails complying with a dynamic regulation agenda.
Banks must prepare to comply with mandates that
demand products for social banking, green banking,
infrastructure banking and retail lending specifically
to aid economy building and boosting. Today’s
options may well become tomorrow’s compulsion,
and banks must prepare themselves well in advance
for such an eventuality.

6. Collaborate and co-create

To retain existing customers, banks must put in
place a continuous customer focus strategy. This
involves getting feedback from customers and acting
on it with the aim to delight customers through
improved products and services. Beyond merely
listening to customers, the mandate is to collaborate
with them, co-create innovative products, and
exceed their expectations.

Customer Advisory Board

Perhaps the best way to incorporate customer
feedback on products is through a ‘Customer
Advisory Board’. A bank may put forth its plans
before this board in which customers participate
voluntarily. The board can validate the plans, present
suggestions and offer feedback. Such a partnership
will help banks forge strong bonds with customers,
but enable it to gain credibility even in a difficult
environment.

Banks have toyed with customers' trust and
innocence by selling unpredictable products.
However, if banks operate with transparency and
educate customers even as they show them that
they are taking customer feedback into account,
banks can win back the confidence they have
frittered away.

Banks would do well to invest in researching new
areas, opportunities and potential to tap into a
steady stream of ideas to arrive at new products
and offering on a continuous basis. This expansion
of product scope could entail terrain like inclusivity,
solution to bank the unbanked and under-banked,
segment-specific offerings like Islamic banking, and
innovations like product bundling and introduction
of judicious flexibility in pricing and channeling.



Banks must collaborate with partners and industry
peers. This is critical to ensure global, standardized
operations even as banks retain a local flavor for
their products. The case of Bank of Montreal, offering
customers a wide range of products and services,
some of them primarily owned by other banks, is
a telling example.

Expertise of partners like the bank’s IT solution
provider can be harnessed to explore and drive the
scope for technology-led innovations in product
and service offerings.

Collaboration also brings in an additional dimension
of significant cost savings as well. For example,
banks can leverage the partner eco-system to
reduce its capital expenses and only bear operative
expenses, while increasing transactions and business
volumes.

7. Take an integrated view

While standardizing products, banks need to extend
this initiative to all aspects of business associated
with offerings — processes, communication, branding,
marketing and operations. Standardization must
encompass all areas of activity: from IT and systems
to workforce, products, services, and processes.
This ensures that a bank enjoys a total view of its
operations and marketplace and employs a holistic
approach to take on challenges and run its business.
A unified operation brings scalability, agility and
greater efficiency to the bank. Customer strategy
is integrated, as are the offerings and processes.

Banks need to eradicate redundancies, while
automating and right-sourcing, taking all possible
steps to reduce time and costs, and making business
functioning relatively person-independent.

Truly driving a profitable offerings portfolio requires
a shift in priorities: focus on standardization and
consolidation will bring in rewards that will in turn
ensure growth for the bank. To ensure this, banks
may do well to keep a scorecard of the above-
mentioned points — everything from product
evaluation to continuous benchmarking against
objective data analysis in deciding whether further
investment in a particular product or service line
must be sustained. Even if a bank is able to meet
50% of its goals, it will be well on the way to driving
product profitability upwards in difficult times.

What role can technology play?

Technology can be a pivotal enabler, empowering
a bank to transform possibilities into reality — helping
it meet customer expectations, cut costs, and
manage competition and attain growth. A bank
needs to devise effective business strategies, adapt
to new trends, and put in place innovative products
to become a hub of excellence in these tough times.
Since technology helps a bank meet such
requirements, it is intrinsically linked to a bank’s
business.

To ensure product standardization, a bank needs
an IT landscape which is open and configurable. It
must be scalable, thus allowing a bank to serve the
evolving needs of the marketplace and changing
regulations, and welcome new customers. It must
confer the agility to create niche banking products,
introduce value-added components to existing
offerings and ensure readiness for multi-channel
transactions. It needs to allow banks to make their
technology environment more responsive to dynamic
business challenges — either strategic or day-today.
It must help provide real-time data, greater efficiency
and better risk management and compliance.
Integrated into business processes, these streamline
business processes to allow growth.

Moreover, the landscape must bestow an analytical
capability on the bank which can help it act on the
terabytes of data it has access to. It must offer a
holistic view of customers and operations, of the
former’s needs and the latter’s capabilities. This
helps gain an integrated view of business and pair
offerings with customers, thus creating a productive
union for the bank.
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