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Abstract

Web 2.0 is changing the way we interact online.
Web 2.0 tools like Wikis, blogs, surveys, ratings,
polls, widgets and social networking are being
widely used across industry verticals for improving
customer loyalty and thus business. This paper
attempts to explore the possibilities of Web 2.0 in
Banking and Financial Services Industry and the
ways in which such tools can be deployed to
improve customer stickiness and bring increased
business to Financial Institutions.
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Approximately 1.5 billion people worldwide use
Internet today, and Internet usage continues to
increase exponentially. A recent survey revealed
that approximately 78 percent to 80 percent of
the people in the age group of 18-50, use
Internet. Mobile Internet usage is low today, but
would explode with the evolution of Smart
Phones. It is estimated that by 2011, Smart
Phones sales will exceed 1 billion worldwide.

Internet and mobile usage would further increase
with the deployment of Web 2.0 Tools that
targets improvement in customer interactivity. As
customers are spending more time online, Web
2.0 sites would also gain popularity in connecting
with people and would be used more and more
to do business as well. A recent study found that
almost half of the connected users made a
purchase based on recommendations from Social
Media Sites. According to a survey of companies,
87 percent of respondents plan to use Web 2.0
to interface with customers with the intent of
improving customer service and acquiring new
customers.

What is Web 2.0

The term “Web 2.0” became notable after the
O'Reilly Media Web 2.0 conference in 2004. It
refers to the perceived second generation of Web
development and design, that aims to facilitate
communication, secure information sharing,
interoperability, and collaboration on the World
Wide Web. Web 2.0 concepts have led to the
development and evolution of Web-based
communities, hosted services, and applications;

such as social-networking sites, video-sharing
sites, wikis, blogs, and folksonomies. Although
the term suggests a new version of the World
Wide Web, it does not refer to an update to any
technical specifications, but rather to changes in
the ways software developers and end-users
utilize the Web.

Web 2.0 allows users to do more than just
retrieve information. Users can own the data on a
Web 2.0 site and exercise control over that data.
The characteristics of Web 2.0 include rich user
experience, user participation, user interactivity,
dynamic content and scalability. Collective
intelligence by way of user participation, freedom
to express and openness are also characteristics
of Web 2.0.

Web 2.0 in Banking and Financial Services
Industry

Bygone are those days where a customer would
walk into a bank and wait for a representative to
help them do a fund transfer or to request for a
demand draft. Expectations of customers have
changed with the technological advancements in
Internet and telecommunications. Today's tech
savvy customer would even want to deposit a
cheque being at home at his / her convenience.
Financial institutions are exploring multiple ways
to improve customer acquisition and customer
loyalty. Web 2.0 can contribute in a big way as
we move towards a “Customer- Inside” culture
where customers can collaboratively participate
with banks to create products and services to
meet their expectations. Banks, thus can attract
more customers and improve customer stickiness.

Wide range of tools and techniques that emerges
with Web 2.0 is being used across industry
verticals for multiple purposes. Widgets, RSS,
wikis, mashups, blogs, surveys and polls are the
most commonly used Web 2.0 tools by
organizations. Numerous Web 2.0 tools can be
deployed along with Internet banking portals by
financial institutions.

Widgets, a mini Web application that can be
installed on your desktop, can be designed to
display account balances, mini statements and
provide funds transfer / bill payment capabilities.




Widgets can be installed on desktops or even
mobile devices allowing customers to access up-
to-date information about their accounts without
having to log in to a full-fledged Internet banking
portal. There are two types of widgets - Web
widgets embedded within a Web page, and
desktop widgets that are installed on desktops
and are accessible anytime regardless of the Web
page you are browsing through. Alerts like bill
payment reminders, generated by financial
institutions can be diverted to desktop widgets so
that the information is popped up in the
customers desktop and allow payments to be
made on click of a button. Widgets also can be
used to display information about stock quotes
and exchange rates of currencies. Desktop
widgets can be made available in mobile
platforms, and can be made accessible from
mobile phones. Account balances, funds transfer
capabilities , bill payment alerts, quick bill
payments, stock quotes, current NAV of mutual
funds etc are some of the functionalities that can
be offered via mobile widgets.

Social networking is gaining momentum in
financial services industry as well. Social
networking sites can be used to offer services like
tie-ups with popular shopping sites and “peer-to-
peer” lending (wherein one customer lends to
another customer, with / without the bank’s
involvement). Currently, there are no regulations
established for peer-to-peer lending and it largely
depends on the honesty and solvency of the
borrower. Banks can be involved in peer-to-peer
lending services there by setting up rules and
regulations to ensure that the lender is not at
loss, and appropriate risk checks are done before
lending the money to a new borrower.

Social networking sites linked with financial
services can be an effective way to establish
business contacts and opportunities, both for
retail customers and corporate customers. “Seek
Business Opportunity” services can be deployed
as part of the Internet banking portal, wherein
customers can submit their interests, and search
for business opportunities. Retailers can search
for suppliers in specific locations for a given
product, vendors can look for distributors or
franchise in specific locations. Interested parties
may respond back via the Internet banking portal

itself. Banks can also offers loans for setting up
businesses, along with this service.

Advisory Services are becoming more popular
with invent of Web 2.0. Financial institutions can
analyze the spend patterns of the customer from
the transactions made from their accounts, and
inform the customer about the spend patterns
and provide tips to reduce the customer spend
across certain heads. Graphical representation of
the different spend heads can be displayed in the
Internet banking portal which helps customers to
have a control over their expenses. Based on the
account spend patterns, advisory services can be
provided to opt for a better loan product with
reduced interest rates. Financial institutions can
use advisory services to help customers complete
the transactions while being online from home.
Chat is an efficient way of providing online help
to customers. From text based chats, the focus is
shifting towards video chats and video
conferencing facilities to provide a feeling of
personalized services to the customers. If the
customer is online via a Webcam enabled
desktop / laptop, through Internet banking, a
service can be deployed where customer can
initiate a video chat with a relationship manager
from the bank, with whom the customer can
clarify his / her doubts about a mortgage or
various other investment / tax saving options. The
relationship manager can initiate a video
conferencing with a subject matter expert if he /
she is not able to clarify the queries of the
customer. Advisory services can also be launched
by way of social networking, where a customer
can seek advice from friend’s network for the
best investment opportunity. A customer can use
the Internet banking portal to ask his / her friends
or family members about which would be the
best investment product that would give him /
her maximum flexibility in payment terms
provided at comparatively better interest rates
and lesser processing charges among others.

Mashups are Web applications that collect
information from multiple external sources using
Web feeds or screen scraping and present a
consolidated view in a different layout. A popular
example of a Web mashup is Google Maps,
where developers are allowed to access maps
using API's, which can then be combined with




another stream of data to create something
unique. It can be used to provide branch / ATM
locator services via Internet or mobile. Financial
institutions can use mashups to gather
information from multiple sources to provide a
consolidated view of their accounts held with
multiple banks to its customers, providing a net
worth view. Providing customers with an
aggregated view of customer’s holdings with
different financial Institutions and allowing them
to manage it from a single point would make it
easier for customers to manage their accounts.
Mashups can be used to show a comparison of
the services or rates provided by multiple
institutions for home loans or deposits, allowing
customers to choose the best available option for
them. Web services are used for providing such
aggregation services.

Blogs can be used by institutions to create a
public awareness about a new service being
rolled out to their customers. Blogs can be used
to understand the pulse of customers about a
new service which is planned by the bank, and
how would they want to see the new / existing
service. For instance, when a bank is coming up
with a new service, a bank designated personnel
can blog about the new offering from the bank
via the Internet. Customers or prospects would
respond to this blog with their view points, which
can be analyzed to understand the general
opinion about how well the service could be
accepted. Customers can also create product
reviews where fellow customers can search and
know about the products offered by the
institution. Customer reviews and ratings have
been found to be more effective than advertising.
Banks can launch new products as beta offerings
to selected customers, who can review the
offering and create blogs about the new product.
Customers can pen down the ways in which they
expect the new product or service to be better,
and banks can take action to address customer
concerns before launching the products to the
public. Blogs can be deployed internally within an
organization to discuss various topics relating to
the current economic situation, ways to improve
customer acquisition strategies, or any such topic
of interest where employees of the organization
can pen down their views and suggestions.
Community blogging also can be used, where

people with similar interest create a blog about a
subject of their interest, for example which is the
best investment option amongst the various

pension plans offered by the financial institution.

Wiki, is a collection of Web contents where users
are allowed to create and modify published Web
contents. Wikis can be used by financial
institutions to build up a knowledge portal, to
create awareness on banking concepts, best
practices to be followed while banking online,
and security tips for mobile banking. Customers
or bank designated persons can create security
tips, which can be referred by other fellow
customers. FAQs can be built based on wikis.

RSS (Really Simple Syndication/Rich Site
Summary) is a format of delivering regularly
changing Web content. It is an easy way for you
to keep yourself updated with the information
and news that is important to you, without
having to browse the Web page. News related
Web sites can syndicate their Web content as RSS
feeds. You can subscribe to sites to provide you
with RSS Feeds of latest information published.
Using an RSS reader, users can read the RSS Feed
which is pushed into your RSS Reader from
multiple Web sites via desktop or mobile phones.
From RSS Feeds, users would be allowed to
navigate to the original site which has published
the feed. RSS feeds are predominantly used by
news related Websites, magazines and Web
blogs. Information about changes in stock quotes
or interest rates or information about a new
service being offered can be pushed to multiple
customers by using RSS. RSS feeds also can be
used as a mechanism to do online advertising to
publish new products being offered.

Customers are expecting a personalized look
and feel for the Internet offerings made for
them. For example, customer would want to
configure the Internet banking Web pages in a
way which is easier for him / her to access the
most frequently used tabs apart from changing
the font, font color, themes, back ground color
etc. "My Favorites”, “My Shortcuts” can be
made available in the Internet banking portal,
where customers can create their own shortcuts
like “Pay School Fees” or “Send money home”
which makes it easier for them to carry out the




transactions. Customers are also requiring tags to
add to the transactions, to indicate the reason for
withdrawing money or depositing money, which
is over and above the bank created remarks. Such
tags would help in Personal Finance
Management Tools, which is also gaining
popularity with mashups being used to provide
account aggregation. Internet banking can be
made as a digital storage for customers, by
integrating with document management systems
and providing a secure way to store digital
documents and photos. Customers can upload
soft copies of their passports, school certificates,
marriage certificates and any such documents to
the Internet banking portal.

Saas is the preferred model adopted by
application vendors developing tools in Web 2.0
platform. These services can be directly accessed
from within an Internet banking portal. Custom
made tools also can be developed in Web 2.0
platform for financial institutions. Ajax, Flex,
Flash, Silverlight, NexaWeb and Openlaszlo are
the commonly used tools for developing rich
Internet applications. Many niche players offer
innovative Web 2.0 tools that could add value to
banking customers.

Though Web 2.0 technologies open up a new
world of innovative ideas, the risk factors exposed
along with it need to be identified and addressed.
A recent survey found that 78 percent of IT
organizations are concerned about the risks of
employee-driven, unsanctioned use of Web 2.0
tools and technologies. Social networking sites
stores personal information which makes it easier
for people to misuse the data which is made
public. Features that invite user participation like
blogs, social networking sites etc are often
avenues used to gain access to private
information. Proper access control mechanisms
are required to ensure that the data is accessed
only by the right person. Identity theft is another
risk, where in computer hacker can choose to
impersonate a reputable person in order to gain
access to that individual's business contracts or
acquaintances. Individuals who experience
identity hijacking may also start receiving a large
amount of spam, or discover that the people who
appear on their "friends" list are receiving e-mails
with inappropriate content. Unintended

duplication of personal e-mail and address books,
data leakage, password and IM interception,
unauthorized file shares and installation of
malware programs via P2P clients are some of the
risks that end users can experience. Data security
and privacy are of utmost importance, and
proper risk control measures are to be
undertaken by financial institutions opening up
Web 2.0 platform for its customers ensuring that
the Banks and customers data are not misused.

Web 2.0 Benefits

Benefits that come with Web 2.0 are multifold.
Financial Institutions can leverage Web 2.0 for
improving customer interactivity and attract more
customers, which in turn increases their business.

Benefits for Customers

Convenience banking for customers

Easy to use banking portals with rich internet
experience

Enhanced awareness and peer-to-peer
experiences

Benefits for Banks

Reduced cost of servicing customers, as more
customer transactions are handled via self-
service. Enhanced relationship with customers
by meeting them where they spend their time
online.

Improved customer loyalty and stickiness as
the bank is able to maintain constant contact
with their customers, and better understand
what they want.

Increased sales through peer-to-peer referrals.
Increased cross sell and up-sell opportunities.

Increasing reach via social networking.

Future of Web in Banking

The first stage of Internet, known as Web 1.0,
was about connecting and retrieving information
on the net. Web 2.0 is about connecting people




— putting the “1” in user interface, and the “we"
into Webs of social participation. The next stage,
Web 3.0, will be about representing meanings,
connecting knowledge, and putting these to
work in ways that make our experience of
Internet more relevant, useful, and enjoyable.
Web 4.0 which would connect intelligences in a
ubiquitous Web where both people and things
reason and communicate together, will come
later.

As Internet and mobile penetration continues to
increase, the amount of time people spend online
would also increase. Web 2.0 has emerged and
now it is for financial institutions and technology
providers to leverage the capabilities offered by
Web 2.0 to improve interactivity for their
customers. The success of Web2.0 for BFSI
segment lies in providing simple, easy to use user
friendly applications in a secured way.
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