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1   The Role of Marketing 
 

The Marketing Concept 
 

¶ The concept is that the whole of the organisation should be driven by a constant 

concern for its customers – without the customer‟s business, the organisation 

would not exist 

¶ It starts by defining who the customers or the potential customers are, focusing on 

their particular needs 

¶ All activities that will affect customers are then coordinated, in order that the bank 

produces profits through creating customer satisfaction 

¶ Customer satisfaction is critical for the following reasons: 

 

1. A bank‟s sales come from two groups, i.e. new customers and existing 

customers – it is more costly to attract new customers than to retain existing 

customers 

2. If a customer is satisfied with his bank he may mention it to a few people, if 

he is dissatisfied he will likely mention it to more people – this may affect the 

image and ultimately branch sales 

 

¶ Marketing is not simply the domain of the marketing department, as every 

member of a bank can impact on customer satisfaction 

 

Marketing Mismanagement 
 

 As management becomes more involved in other elements of the organisation, 

they may consider these to be as important as the customer   

 As an organisations grows, the easier it is for management to see the complex and 

demanding process of managing the organisation as the central purpose of the 

enterprise 

 Banks can start to believe that financial management, staff management and 

technology management, is the purpose central to the organisation 

 Marketing has to be an ethos spread throughout the whole organisation and not 

limited only to those who are in immediate or direct contact with the customer   

 Everyone in the organisation has a customer, even if it is only another department 

within the organisation – their job is to ensure customer satisfaction 

 The more the customer satisfaction ethos can be spread through an organisation, 

the better it will produce its end product and services 

 

The Evolution of Marketing within the Banking Sector 
   

¶ Marketing is a relatively new activity for British bankers 

¶ Previously, marketing was seen as the concern of the manufacturing industry, 

with little relevance for a service industry such as banking 

¶ The banker was regarded as a professional, offering his services to those who 

sought them, rather than as a businessman trying to sell his products to new as 

well as existing customers 
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¶ The position changed in the 1970s, with growing competition through the bank‟s 

subsidiary companies – controls on lending had diverted business to other 

institutions, e.g. finance houses 

¶ In the 1980s, competition increased as a result of deregulation, innovation, social 

change and competition 

¶ In the 1990s, this continued with: 

 

(a) A number of building societies converting into banks  

(b) Retailers, e.g. Marks & Spencer, Virgin and Tesco offering investment and 

bank-related products 

(c) Assurance and insurance companies offering bank services 

(d) Computer software companies developing computer-based financial services  

(e) Car manufacturers and utility providers offering credit cards 

(f) Motoring organisations and exhaust replacement companies offering 

insurances  

 

¶ This led to the UK retail banks adopting marketing strategies that reflect the 

demands of their customers – particular concern is being placed on the building of 

customer loyalty to the bank 

¶ The growing awareness of the following two economic arguments has been the 

impetus for developing relationships: 

 

1. It is more expensive to win a new customer than it is to retain an existing 

customer – the cost may be between five and ten times as much 

2. The longer the association between the bank and the customer, the more 

profitable the relationship is – when customers leave a bank, they not only 

take profit from the current transactions with them but all future profit also 

 

¶ Banks are having to better understand their customers through the collection and 

interpretation of information about their customer‟s circumstances and 

requirements 

 

Benefits of Relationship Marketing  
 

 There are several benefits of relationship marketing 

 

1. By concentrating on the factors that are important for sustained customer 

relationships this offers the firm a means of attaining competitive strength  

2. It tells the firm that it must adopt a broader perspective that recognises that it 

has more than one type of customer – customers can be split into five markets 

 

-  Supplier, e.g. IT specialists 

-  Employee 

-  Referral, e.g. independent financial advisers, accountants 

-  Influence, e.g. journalists from the financial press 

-  Internal markets, e.g. staff from other departments. 

 

This means that relationship marketing involves all employees across 

traditional boundaries in building and sustaining customer relationships 
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3. The shift from one-off sales or transactions makes the firm turn from internal 

competition to mutual co-operation and mutual interdependence 

4. Marketing strategy has to take place in the broader context of networks of 

interdependent firms linked by strategic alliances, joint ventures and new 

types of joint trading agreements 

5. It offers competitive strength by enabling the firm to gather detailed 

information about their customers so that it can tailor products and services to 

meet customer needs more accurately 

 

 Total customer retention is never achievable as there is always some loss, e.g. 

some customers will move, others will pass away  

 It is invariably unprofitable to attempt to achieve total or even near total retention 

as the costs involved are likely to be prohibitive 

 Retention strategy should not be aimed at keeping customers at any cost 

 

What Does Marketing Involve? 
 

1. INFORMATION 

 

 There are three main areas in which information for banking purposes is required: 

 

(a) Customers – by gaining a better understanding of the factors that affect 

customer behaviour, marketers are in a better position to predict how 

consumers will respond to the bank‟s marketing strategy  

(b) Competitors – in order to maintain some form of advantage over competitive 

organisations, marketers should monitor what competitors are currently doing 

and assess the changes that are occurring in competitive actions 

(c) Marketing Environment – the environment consists of a large number of 

variables outwith the control of the organisation, which have an influence on 

the marketing activities of that organisation, e.g. government policy, the 

economy and technology and these must be monitored continuously 

 

2. INTERPRETATION 

 

¶ The gathering and interpretation of information can make the process of decision- 

making more objective and systematic 

¶ By using information, managers are making scientific decisions and take an 

orderly and logical approach to gathering information – they seek facts on a 

systematic basis and apply methods other than trial and error 

¶ Intuition still has value, with successful decisions blending both research and 

intuition – research and information help to reduce the risk of error 
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Tools for Gathering, Storing and Disseminating Information 

 

 Widespread use of IT in marketing activities is not always done effectively 

 Where there are large numbers of customer records and a great deal of customer 

information is stored, a conventional database within an operational IT system, 

which is also used for transactions processing, may be inappropriate 

 

(a) Data Warehousing 

 

¶ Is an integrated store of data collected from a variety of sources both inside and   

outside the organisation 

¶ May include information from call centres, the sales force, customer and market 

surveys, EPOS data, geo-demographic data and competitive information 

¶ Data management and organisation involves data cleansing, monitoring data to 

avoid duplication and integration 

¶ Data warehouses can overcome the deficiencies of operational systems as the data 

is refreshed or updated at intervals with the result that the risk of error is much 

lower 

 

(b) Data Mining 

 

 Is a technique for analysing masses of data and identifying key patterns of 

behaviour or irregularities and includes: 

 

 -  Clustering Techniques – identifying preferences 

 -  Regression Analysis – exploring patterns of behaviour between variables 

 -  Neural network analysis – used to uncover highly complex relationships 

between and within combination of variables 

 

 For most banks, customer information is a severely under-utilised asset and the 

vast majority underestimate how important customer information is to them, as a 

result come nowhere near extracting the maximum benefit from it  

 By looking at customer information in this way, banks can categorise data 

warehousing as a means of exploiting the value of what is essentially a hidden 

asset of the bank 

 One of the key challenges facing banks is to retain and attract more of the most 

profitable customers and sell them more products and services  

 

 

3. PLANNING 

 

 Is an activity by which we seek to exercise some degree of control over the future 

 Without a clearly laid-down system, a bank‟s marketing effort will lack direction, 

coordination, purpose and the ability to measure the success or failure of its 

efforts 
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 The marketing plan can make an essential contribution to the methodical 

development of an organisation‟s business by: 

  

1. Providing a clear statement of marketing objectives, to which every 

department of the organisation which has accepted the plan is committed  

2. Highlighting the organisation‟s strengths and weaknesses and the 

opportunities and threats it faces – enabling the responsible manager to think 

through in advance, all the assumptions and all the conditions which must be 

met if the plan is to succeed and to make any contingency plans, should any of 

these elements not be present 

3. Devising action programmes, so that marketing activities can be coordinated 

throughout the year and plans can be made to ensure that the whole 

organisation is geared for any promotional activity 

4. Projecting income streams and budgetary requirements 

5. Providing a yardstick against which progress will be measured, with provision 

for appropriate action if achievement is seriously above or below target 

 

 Planning also determines the organisation‟s marketing strategy, providing for the 

best use of resources to meet objectives 

 A marketing strategy selects and analyses the customers the organisation wants to 

reach and creates and maintains an appropriate marketing mix that satisfies these 

people 

 The marketing mix is the complete business package created by an organisation 

for its customer and, in financial services, consists of the following elements: 

 

Product 

 

¶ In banking, the product is the service or services a bank offers its customers – 

these may be divided into six areas with its own specific features, each 

representing a particular customer need: 

 

(a) Cash handling 

(b) Money transmission 

(c) Investment 

(d) Lending 

(e) Financial advice 

(f) General insurance. 

 

Price 

 

 In the case of banking, this refers to the interest paid to depositors or charged for 

loans, commissions from various services and other bank charges 

 Price is a vital element in the marketing mix, being the only one which produces 

revenue – all the others are concerned with costs 

 

Promotion  

 

¶ Is making actual and potential customers aware of the bank and its services 

¶ The overall objective is to boost profitability, but might have limited aims, e.g. to 

introduce a new service, support an existing product, or simply place a bank in a 

favourable light 
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¶ Techniques include: 

 

1. Media advertising 

2. Public relations 

3. Sales promotions 

4. Direct mail 

5. Point of sale displays 

6. Direct selling 

 

¶ Some people in the organisation have direct selling responsibilities 

¶ Everyone in the organisation has a selling role – selling is about persuading the 

customer to buy  

 

Place 

 

 Is a matter of how a service is brought to the customer – banks currently deliver 

their products in a variety of ways: 

 

(a) Bank premises 

(b) ATMs 

(c) Telephone 

(d) Internet pages 

(e) Home banking computer systems 

(f) Company visits 

(g) Post 

(h) EFTPOS 

(i) Supermarket banking. 

 

 The choice of delivery system for retail banks is now a critical strategic issue – 

the eventual choice of delivery system is likely to influence a bank‟s product 

range, its price competitiveness and the overall impact of the organisation in the 

marketplace 

 

People  

 

¶ For many bank services, people are a vital element of the marketing mix 

¶ It is important that the bank clearly specifies what is expected from personnel in 

their interaction with customers 

¶ Decisions regarding recruitment, training, motivation and rewards need to be 

regarded as important marketing mix decisions, rather than purely personnel 

matters 
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Physical Evidence 

 

 Relates to the environment in which bank services are delivered and any tangible 

components that facilitate performance or communication of the services, 

including the design of: 

 

1. Bank branches 

2. ATMs 

3. Staff uniforms 

4. Cheque books 

5. Brochures 

6. Internet pages 

7. Letterheads 

8. Bank statements 

9. Signage. 

 

 Customers‟ perceptions are often based on the above visual cues  

 Banks may alter these cues, creating a profile of say traditional values and 

solidity, or one of a modern image with high technology facilities 

 

Process 

 

¶ The actual procedures, mechanisms and flow of activities by which the bank 

service is delivered 

¶ Customers may be influenced by the procedures they have to go through and the 

amount of waiting involved in obtaining a loan – dissatisfaction with the 

procedures may lead to the customer going elsewhere for the service 

 

4. IMPLEMENTATION 

 

 Proper implementation of a marketing plan depends upon: 

 

(a) Coordinating marketing activities 

(b) Motivating personnel 

(c) Establishing standard procedures 

(d) Effectively communicating with all the relevant areas of the organisation 

 

 The coordination of activities is critical both within the organisation and also with 

the marketing efforts of personnel in external organisations, e.g. advertising 

agencies and research firms 

 

5. CONTROL 

 

¶ Monitoring of performance is essential in evaluating success or failure and also to 

allow for the deployment of resources when required 
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Financial Services Characteristics – Implications for Relationship 

Marketing 
 

 The financial services sector has characteristics that pose problems for creating 

successful customer relationships – these are summarised as follows 

 

1.   Intangibility 

 

¶ Financial services, unlike goods, do not have a physical form, i.e. they cannot be 

tasted, felt, seen, heard or smelt before they are purchased 

¶ As they have no tangible properties, customers find it difficult to evaluate that 

service before they purchase it    

 

Implications for Relationship Marketing   

 

 There are two special problems associated with intangibility for financial services: 

 

1. In making the product difficult to grasp mentally, it compounds the already 

complex consumer decision-making process when purchasing 

2. It means that products cannot be displayed or demonstrated to customers, 

posing problems in the advertising and trial of products. 

 

 Marketers try to overcome these problems by incorporating tangible features in 

their service offerings, e.g. branches, ATMs, account statements and promotional 

literature 

 The bank may wish to convey the idea that its services are quick and efficient by 

concentrating on a bright, clutter-free interior in its branches 

 Office equipment, such as computers, desks and staff uniforms should look 

modern 

 Advertisements and other communications should suggest efficiency, with clean 

simple designs and carefully chosen words that communicate the bank‟s 

positioning 

 If these factors create the impression for the consumer that they are receiving a 

service that is reliable, professional and efficient, the chances of creating a long-

term relationship increase 

 

2.   Inseparability 

 

 Services are sold, then produced  and consumed simultaneously so that production 

and marketing become interactive processes   

 Inseparability results from services being processes or experiences 

 The service becomes a performance in real time which the consumer co-operates 

with the provider 

 With financial services it can be argued that advice is produced and consumed 

simultaneously, this adds to the problem of consumer evaluation especially with 

complex financial products, e.g. pensions and investments   

 

 

 

 



 12 

Implications for Relationship Marketing 

 

¶ Inseparability adds to the difficulty of consistent quality control as service 

production  and consumption take place simultaneously and customer satisfaction 

will be highly dependent on what happens in „real time‟ 

¶ The actions of employees and interactions of employees and customers underlines 

the need for care in staff selection, training and evaluation 

¶ Inseparability often creates problems when demand rises, a goods manufacturer 

can increase supply – as this is not  possible for service firms, the following 

options can be considered: 

 

(i) The service provider can learn to work with larger groups so that more customers 

can be serviced simultaneously 

(ii) The service provider can learn to work faster 

(iii)Staff can be trained to perform tasks and utilise time more efficiently 

(iv) The service provider can train more service providers, e.g. through the use of call 

centres. 

 

3.   Heterogeneity 

 

 Some  services have greater potential than others for variation from highly 

customised to highly standardised services and the greater the human 

involvement, the greater the variations in service quality 

 Financial institutions are predominantly people-based institutions – most 

customers would traditionally interact face-to-face with tellers in the branches  

 Today, technology has enabled the service offering to become more standardised 

through the use of ATMs, telephone and on-line banking 

 

Implications for Relationship Marketing 

 

¶ From the buyers point of view, variations in service quality and inconsistent 

performance only increase the risk involved with purchase  

¶ A customer experiencing a good return may be satisfied with the quality of an 

investment – the person receiving a poor return will conclude that the investment 

was a poor product and may decline to purchase other services from the company 

¶ Potential problems associated with this factor can be avoided by maintaining clear 

communication with the consumer to keep them notified of a product‟s 

performance 

¶ Care should be taken to determine a consumer‟s attitude to risk before making an 

investment – where investments are performing badly several financial 

institutions have warned investors to either top up their investments or seek 

alternative funds 

 

4.   Perishability   

 

 Services differ from goods in that they cannot be stored and the problem of 

perishability for the service supplier is that it presents an inability to build and 

maintain stocks  
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 When demand exceeds capacity , customers are likely to be sent away 

disappointed – an important task for marketers is to find ways of smoothing 

demand levels  to match capacity 

 

Implications for Relationship Marketing 

 

¶ A primary issue that marketers face in relation to service perishability is the 

inability to inventory 

¶ Demand forecasting and creative planning are therefore important and 

challenging decision areas and the fact that services cannot be returned or resold 

also implies a need for strong recovery strategies when things go wrong 

 

5.   Fiduciary Responsibility 

 

 Is the implicit responsibility of financial service organisations for the management 

of their customer funds and the nature of financial advice supplied to their 

customers 

 In a financial services market, the consumer is essentially buying a set of 

promises, therefore trust and confidence in the financial institution are imperative 

 These factors can only be earned through direct experience with the company and 

its personnel 

 

6.   Two Way Information Flows  

 

¶ Financial services usually involve regular two-way transactions over an extended 

time, e.g. the issuing of statements, account handling, branch visits, use of ATMs 

etc. 

¶ This interaction provides the potential to create detailed profiles about customers‟ 

account balances, account use, saving and borrowing behaviour, credit card 

purchases etc. – these could be used to improve customer loyalty 

¶ Many traditional high street banks do not capitalise on this as their IT systems are 

of date and many databases are based around products rather than customers and 

will also be dedicated to particular distribution channels, e.g. branch network, 

postal operations or telephone banking 

 

 Implications for Relationship Marketing 

 

 The more marketing-orientated banks use IT systems that are focused on 

individual customers, e.g. staff dealing with a current account would know that 

the customer also had a mortgage, credit card and unit trust with the bank 

 These banks have the advantage of  being able to offer their customers a more 

personalised service and can promote other services that are tailored to individual 

customer needs  
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Service Quality 
 

¶ Banks tend to use the following terms interchangeably, though they have 

differences in meaning: 

 

Service Quality – is the excellence with which an organisation meets customer 

requirements and expectations, especially in those elements where there is direct 

integration between the customer and the bank 

 

Customer Satisfaction – the outcome of the evaluation a customer makes with 

regard to a bank‟s level of service quality 

 

Customer Service – the activities taken by a bank to implement and 

operationalise excellent service quality 

 

¶ Therefore a bank undertakes customer service activities which are evaluated 

relative to customer requirements, leading to a certain level of service quality – 

this level of service quality leads to a customer satisfaction or dissatisfaction 

 

Importance of Service Quality in the Banking Sector 
 

 In many financial services, the only differentiator between one bank‟s offering 

and another is the quality of service provided 

 As the majority of products offered by banks are intangible, what is being offered 

to the customer is a performance rather than an object – the quality of a cheque 

account is the way in which it is administered, plus the manner in which the 

customer is dealt with by the bank staff 

 Performance cannot be measured by customers in advance, therefore each contact 

a customer has with bank personnel is a critical incident through which the 

customer forms his impression of the bank‟s quality and service 

 The bank which minimises the difference in the level of care, attention and 

responsiveness between its branches, and individuals within branches, has a major 

competitive advantage  

 Customer‟s expectations of quality are rising and there is growing evidence that 

customers are becoming more critical of poor service 

 If good service is evident, the following benefits may ensue: 

 

(a) Improvements in customer loyalty 

(b) Attraction of new customers from word-of-mouth recommendations 

(c) Improved employee morale 

(d) Lower staff turnover 

(e) Increased productivity 

(f) Higher market share 

(g) Increased profitability 

 

Elements of Service Quality 
 

¶ Perceived quality is a consumer judgement and results from comparisons by 

consumers of expectations of service, with their perceptions of actual service 

performance 
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¶ Dissatisfaction occurs if there is a gap between the customer‟s expectations and 

the actual service provided – this gap may be a result of: 

 

(i) Management‟s perception of customers‟ service requirements being incorrect 

(ii) No clear or correct guidelines about service quality are provided to staff, 

despite customer requirements being known to management 

(iii)The service delivered by staff to the customers is different from that set out in 

the management guidelines 

(iv) The service delivered is different from that appearing in external 

communications, e.g. advertising. 

 

¶ To maintain a high level of service quality, a bank must try and close these gaps 

by having the following: 

 

(a) An understanding of customers needs and wants, particularly at times when 

the customer comes into contact with the bank or its staff 

(b) A well developed and widely communicated service policy 

(c) Customer (and employee) oriented delivery systems 

(d) Well trained, customer-oriented front-line people. 

 

¶ Each of the foregoing has to take into account that service quality consists of two 

dimensions: 

 

1. Technical Quality 

 

 Can generally be measured in an objective manner and are the areas where 

banks have tended to concentrate on in the past, in terms of training and staff 

appraisal, including: 

 

(a) Technical skills – able to balance cash, fill in forms correctly, etc. 

(b) Product knowledge – an understanding of products and their features 

(c) Mechanisation – through systems, technical solutions and computers. 

 

2. Functional Quality 

 

¶ Is far more difficult to evaluate and measure and is concerned with the 

psychological interaction between members of the bank staff and customers – 

these elements can only be perceived in a subjective manner and include: 

 

(a) Staff attitudes towards the customer, the bank and colleagues 

(b) Inter-relationships between employees and customers 

(c) Appearance and personality of front-line personnel 

(d) Approachability of personnel 

(e) Service-mindedness of personnel. 
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Training Programmes 
 

 May be Off-The-Job or On-The-Job training initiatives – the stages involved in 

developing the training are: 

 

1. Identification of customer requirements in terms of service market research 

2. Setting standards of performance to be achieved when dealing with customers 

3. Analysis of the quality of existing service provision 

4. Development of training programmes 

5. Implementation of training programmes 

6. Reinforcement of the training programmes 

7. Measuring and monitoring success. 

 

The Marketing Environment  
 

 Includes all factors that exert a direct or an indirect influence on a bank‟s 

marketing activity – effectively the rest of the world constitutes the bank‟s 

marketing environment 

 The task of monitoring activities and changes in a company‟s environment is only 

manageable by taking a more selective and carefully structured view of the 

environment 

 The elements which are generally seen as having greatest impact are: 

 

1. The bank‟s micro-environment – the elements in the bank‟s immediate 

environment that affect its ability to serve its markets: suppliers, customers, 

publics and competitors 

2. The bank‟s macro-environment – demographic, economic, technological, 

socio / cultural and political / legal forces, these being the wider 

environmental factors which, in the longer term, are likely to have an impact 

on the bank‟s position in the market. 

 

 The changes in the marketing environment, either at macro or micro level create 

uncertainty, threats and opportunities for an organisation 

 Although you cannot predict the environment with certainty, a bank must attempt 

to anticipate how consumer preferences will shift, how competitors will react and 

the implications of political and technological changes 

 

The Micro-Environment 
 

¶ The core marketing system of the bank consists of the following chain – Suppliers 

– Bank – Customers 

¶ This core marketing system is also affected by a variety of different publics, 

(media, pressure groups etc.) with interest in the bank‟s activities and also the 

competitors 
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Elements of the bank‟s micro-environment are:  

 

Suppliers 

 

 Are organisations and individuals who provide resources needed by the bank and 

its competitors in order to serve their customers 

 Supply equipment, computers, buildings, etc. to the bank 

 Are often thought of as other companies, but labour and sources of finance must 

also be recognised as suppliers 

 For all types of suppliers, a company should be monitoring:  

 

(a) Costs – changes in the price of labour may require the bank to alter its product 

range, or seek substitutes for certain materials or even labour – ATMs have 

come about partially as a result of increasing staff costs 

(b) Supplies – supply shortages or labour strikes may damage customer goodwill, 

e.g. if there are supply shortages in certain promotions, the banks lose sales in 

the short run and damage their image in the long run 

(c) Alternatives – the introduction of substitute services, e.g. debit cards rather 

then cheque books. 

 

Customers 

 

¶ In the marketing context, one of the most important elements of the environment 

is the customer – the bank must be aware of:  

 

1. How do customers evaluate its services against those of its competitors? 

2. What are they looking for in this market and how far is the bank providing 

this effectively? 

3. How are customer tastes changing? 

4. What are customers buying from the market, from whom and why? 

 

Competitors 

 

 Competition consists of those products or services which the consumer regards as 

viable alternatives 

 The identity of a bank‟s competition should be reviewed regularly as the situation 

may change – originally banks only competed with each other, then competitors 

included other financial service companies and now retailers are entering the 

market 

 Analysis of competitive performance and the activities of competitors enables a 

bank to determine the most suitable strategies for competitive success 

 

Publics 

 

¶ In addition to customers and competitors, there is a large number of publics that 

take an interest in the bank‟s method of doing business 

¶ These publics, although possibly not directly involved with the bank, can 

facilitate or impede a bank‟s ability to achieve its goals 
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¶ Banks will often undertake public relations activities to distribute information and 

communications to build goodwill – when negative publicity about the company 

occurs, public relations activities will be used to counter this publicity 

¶ A bank is likely to face the following types of publics: 

 

(a) Financial Publics – stockbrokers, investment institutions and the City affect 

the bank‟s ability to obtain funds (banks produce glossy annual brochures and 

will often invite financial commentators and analysts to expensive receptions 

in order to gain the confidence of these groups) 

(b) Media Publics – banks cultivate the goodwill of media organisations, e.g. 

TV, radio, newspapers, magazines and also with journalists at both local and 

national level 

(c) Government Publics – banks often lobby government ministers and civil 

servants against legislation which may damage their interests 

(d) Public Pressure Groups – can include consumer organisations, minority 

groups and at local level, may include community councils and other 

community organisations 

(e) The Professions – lawyers and accountants can influence individuals and 

organisations in their choice of bank (branch managers maintain good 

relations with these individuals via regular meetings and by joining local 

organisations, e.g. the Rotary Club and Round Table) 

(f) Internal Publics – include the bank‟s own workforce, as their image of the 

bank and their morale can influence the image held by external publics – 

companies produce newsletters, provide profit-sharing schemes and other 

benefits to staff.       

 

The Macro-Environment  
 

¶ Consists of five forces that can shape opportunities and pose threats to the 

company – these are: 

 

1.   Demographic Environment 

 

 As a market generally consists of people, changes in the demographics of the 

population are critical to most marketers 

 Changes in education, ethnic population, divorce rates and geographical shifts 

have a major effect on demand for products and customer preferences 

 Examples of demographic changes that occurred in the 1980‟s are: 

 

1. A continuing decline in children of school age is a threat to producers of 

teenage magazines, confectionary, soft drinks, etc. 

2. An increasing proportion of single adult households influencing the demand 

for smaller accommodation and food packaged in smaller portions.  

 

2.   Economic Environment 

 

¶ The demand for a product is based on needs, attitude and the economic 

purchasing power of companies or individuals – purchasing power is a function of 

prices, current income, savings and credit availability 
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¶ Prices – changes in interest rates as a result of government policy, or competitive 

pressure, can influence the demand for loans and certain savings products (banks 

must be aware of the potential for such changes, by monitoring the factors 

influencing interest rates and the prices for competitors products) 

¶ Incomes – two main types to be considered are:  

 

(a) Disposable income – the amount of money a family has left after taxes are paid 

and which is available for spending or saving, this being affected by wage levels 

and taxation levels 

(b) Discretionary income – the disposable income which a family has left after 

purchasing the bare necessities of food, clothing and shelter (changes in the 

levels of discretionary income affect the demand for loans to purchase cars, 

furniture and consumer durables, e.g. dishwashers). 

 

¶ Savings or wealth – is the accumulation of past income and financial resources 

and, like income, it is very unevenly distributed throughout the population and has 

an impact on the demand for banking services, both in terms of savings and loan 

products 

¶ Credit availability – the ease of access to credit and the levels of interest rates can 

have a major influence on the level of consumer demand, with expenditure on 

non-essentials dropping when interest rates on credit rise 

 

3.   Political / Legal Environment 

 

 Are closely inter-related aspects of the marketing environment 

 Legislation can have a major impact, e.g. the Financial Services and Markets 

Act 2000, or it may have a minor impact, e.g. advertising standards legislation   

 The government can also stimulate demand for financial services by introducing a 

variety of schemes, e.g. TESSAs, PEPs or ISAs   

 The government‟s economic policy will also have a significant influence on the 

regulation of competition, permissible business practices and future economic 

conditions 

 Changes in relationships between one country and other countries can seriously 

affect companies involved in international marketing 

 

4.   Socio / Cultural Environment 

 

¶ The society and culture in which people grow up and are educated shapes their 

views, attitudes and values – this may relate to factors such as: 

 

1. Debt and savings – attitudes towards loans, credit and thrift 

2. Material culture – attitudes towards acquisition of goods and services 

3. Social organisation – role of women, old people and children 

4. Aesthetics – attitudes towards colour, brand names, design and music. 

 

¶ The banker must be aware of the major changes which are occurring in society – 

the emergence of consumerism, concern for equal opportunities, 

environmentalism, etc. 
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5.   Technological Environment 

 

 New technology poses threats to existing products and offer for themselves new 

opportunities 

 Changes in communications technology mean marketers can reach large masses 

of people through a variety of media 

 Database technology plays an increasingly important role in banks, enabling them 

to target potential customers for products more accurately 
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2   Understanding Customers 
 

¶ A bank could not survive without customers 

¶ If banks can understand how and why customers buy, they will be in a better 

position to combine the elements of the marketing mix in a manner which best 

meets the needs of the customer 

 

Consumer Buying Behaviour 

 
 A bank may not wish to satisfy all the needs of all potential customers 

 Choosing which needs and which customers should potentially prove the most 

profitable for a bank, calls for extensive knowledge of the customers and 

significant marketing skill and judgement – this has become more important with 

the growth of consumerism 

 Consumerism is defined as a movement by various bodies of people to attempt to 

defend and exercise their rights as buyers – consumerism is concerned with: 

 

1. Ensuring that adequate information is provided to the potential customer 

about a product or service 

2. Increasing the protection given to consumers against questionable marketing 

practices 

3. Influencing directly, the features of products or services and the way they are 

sold if these adjustments are likely to benefit society or the environment as a 

whole. 

 

¶ These „rights‟ have a major impact on the banker‟s responsibilities and these have 

been reinforced by statutes, e.g. the Consumer Credit Act   

¶ The Bank of England has encouraged retail banks to produce a  “Code of Banking 

Practice” detailing their practices and the consumers‟ rights – the governing 

principles of such a code are: 

 

(a) To set out standards of good banking practice which the bank will follow in its 

dealings with its customers 

(b) To emphasise that the bank will act fairly and reasonably in all its dealings 

with its customers 

(c) To help customers understand banking services and how their accounts 

operate  

(d) To maintain confidence in the security and integrity of the banking and card 

payment systems.   

 

 The challenge of consumerism means that banks must show a far greater 

responsiveness, not just to individual consumers, but also to the wider market and 

ultimately to the whole of society 

 There is a need to anticipate consumerist demands, so that rather than reacting to 

confrontation and potential legislation, services and their promotion are already 

matched as closely as possible to the customers‟ real interests 

 In order to do this, bankers must be aware of the processes customers go through 

when purchasing bank services and the various influences acting on the 

customers‟ behaviour 
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The Consumer Buying Decision Process 
 

¶ Is a major part of buying behaviour, whether the purchase is of a loan facility or 

of a new car 

¶ There are five major stages, although not all decisions lead to a purchase – the 

consumer may terminate the process during any stage 

 

1.   Problem Recognition 

 

 The buying process starts with buyers recognising that they have a problem or a 

need 

 Sometimes a person may have a need but be unaware of it 

 The need for a credit card may be stimulated, e.g. talking to friends, reading a 

brochure received with a bank statement, etc.  

 The marketing-oriented banker needs to identify the circumstances that trigger the 

particular need or interest in consumers 

 

2.   Information Search 

 

¶ A consumer whose interest has been aroused may or may not continue on the 

decision process 

¶ He may search for information relating to the need or the need may be simply 

stored in the consumer‟s memory until some time in the future    

¶ The search may simply involve a heightened awareness of either adverts for         

credit cards or friends talking about credit cards    

¶   Proactively seeking information could be from the following sources: 

 

1. Family and friends 

2. Advertising brochures or staff within the bank branches 

3. Newspapers, television or magazines 

4. Internet pages 

5. Professional advertisers, e.g. lawyers and accountants. 

 

3.   Evaluation of Alternatives 

 

¶ Based on the information the consumers have gathered, they will evaluate the 

different offerings in order to select their final choice 

¶ Depending on the consumer‟s specific needs, certain attributes and features of the 

product or account or service will be more or less attractive 

¶ Evaluation may yield nothing that is suitable for the customer‟s needs, in which 

case a further search of information is required – if the evaluation yields one or 

more products that the consumer is willing to buy, the consumer is ready to move 

on to the next stage of the decision process 

¶ Banks must be aware of the criteria people use when evaluating their products, 

both in terms of developing suitable new products and communicating the 

benefits to the customer  
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4.   Purchase Decision 

 

 In the evaluation of alternatives stage, the consumer may form a purchase 

intention about buying a specific product from a specific bank, however two 

factors can intervene between the purchase intention and the purchase decision – 

these are: 

 

(a) The attitudes of others, e.g. attitudes of friends, family or work colleagues, 

may influence the purchase decision – a consumer is likely to ignore certain 

peoples‟ views but take others very seriously 

(b) Unanticipated events – sudden changes in the consumer‟s situation, e.g. their 

financial situation. 

 

 If nothing happens to change the customer‟s mind, the actual act of purchase 

occurs and the customer signs for or accepts the service / product being offered 

 

5.   Post-Purchase Evaluation 

 

¶ After purchase, the customer will begin to evaluate the service they receive from 

the bank – the outcome now will either be satisfaction or dissatisfaction 

¶ Dissatisfaction after the purchase is generally called cognitive dissonance – this is 

dissatisfaction that occurs because the customers begin to question their decision 

to purchase a certain service or go to a certain bank 

¶ Banks should communicate with the purchasers after the purchase to confirm the 

correctness of the choice and to re-emphasise key features, thus ensuring no 

dissatisfaction with the service received 

 

Influences on Behaviour 
 

 A range of factors influences the consumer‟s choice, being: 

 

(a)   Culture 

 

¶ In different cultures in the world, there are different attitudes towards the 

provision of credit, savings and even banks – each culture consists of a number of 

subcultures based on ethnic or religious groupings 

¶ Within the UK, people from different geographical areas have different attitudes, 

beliefs and motivations 

¶ Social class is another element of culture in financial services and different social 

classes seek different types of accounts, different credit cards and even different 

banks – e.g. Adam and Co and Coutts and Co are positioned in a way to attract 

the more affluent social classes 
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(b)   Social and Family Groups 

 

 Can be categorised into family and reference groups 

 

Family Groups 

 

1. From parents, a person acquires an orientation towards certain attitudes, 

ambitions and views on life – this impacts on the purchasing behaviour of 

children and also students when selecting a bank or building society 

2. Marketers are interested in the roles and relative influence of the husband, 

wife and children in the purchase of products and services. 

 

Reference groups 

 

1. Are the groups that have influence a person‟s attitude or behaviour – these 

may be formal groups, e.g. clubs, trade unions, sporting or social 

organisations 

2. In purchasing financial services, individuals are likely to follow the group 

norm, which may involve buying shares / unit trusts, owning a number of 

charge cards, having a certain level of mortgage or having hire purchase or car 

loans outstanding. 

 

(c) Personal Circumstances 

 

¶ A customer‟s decisions are also influenced by their personal circumstances, e.g. 

age, family situation, occupation and prospects, and income 

 

(d) Personal Attitudes and Motivations 

 

 Psychological influences operating within individuals, partly determine people‟s 

general behaviour and thus influence their behaviour as consumers 

 The primary influences on consumer behaviour are perception, motivation and 

attitude – many of these internal influences are affected and possibly shaped by 

the external attitudes such as culture, family and personal circumstances   

 Psychological influences should be understood if the consumers‟ buying actions 

are to be interpreted and predicted 

 

Perception 

 

¶ Is the process of selecting, organising and interpreting information inputs to 

produce meaning  

¶ Consumers receive information through their eyes and ears from the media, 

from friends, from bank branch staff or even when they walk past a branch – 

subconsciously, the consumer selects and stores some of these inputs – others 

are ignored or quickly forgotten 

¶ Advertisements about car loans are likely to be noticed if the purchase of a 

new car is anticipated in the near future 

¶ The organising and interpreting of information can vary greatly from one 

individual to another – people receiving the same information can establish 

very different perceptions of a bank service or situation 
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Motivation 

 

 A person will have motives or goals in life and some may influence buying 

behaviour – motives for purchasing bank products could include cost 

effectiveness, financial security and status / prestige 

 A consumer‟s actions are affected by a set of motives rather than just one 

motive – at a single point in time some motives are stronger than others 

 Motives will determine the needs that have to be satisfied by the product / 

service  being sold – a banker must be aware of a consumer‟s motives if the 

most suitable benefits and features are to be promoted and sold to the 

customer 

 

Attitudes 

 

¶ Consumer attitudes towards a bank and its products greatly influence the 

success or failure of the bank‟s marketing strategy  

¶ When consumers have strong negative attitudes about one or more aspects of 

a bank‟s practices, they may stop using the bank and also implore friends and 

relatives to do the same  

¶ Many people have the attitude that bank branch managers are unapproachable 

and uncaring – negative attitudes are difficult to change, but banks have tried 

with slogans such as: 

 

“The Bank That Likes To Say Yes” 

“A Friend For Life” 

“The Caring Bank”  

“The Listening Bank” 

“Where People Matter”. 

 

¶ Research is regularly carried by the banks to monitor changes in attitude over 

time 

 

(e) The Nature of the Service Encounter 

 

 When a customer purchases a product from a bank or wishes to undertake a 

transaction, they acquire an experience created by the delivery of that service – 

the nature of that experience impacts on customer satisfaction and future 

purchasing behaviour 

 The experience is created by the interaction between the bank and its customers – 

this interaction is termed the Service Encounter 

 When a the customer comes into contact with any of the bank‟s delivery 

mechanisms, there is an opportunity to form an impression of the bank and its 

service – how the bank performs the service is often as important as what the 

bank performs 
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 The interaction involved can best be described by a model called the Servuction 

Model, developed by two French academics, Langeard and Eiglier in 1981 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Servuction System Model               

   

 This model breaks the service delivery into two parts: 

 

1. That which is visible to the customer 

2. That which is invisible (the process, systems, background personnel  and 

technology needed to deliver the service) 

 

 The visible part is broken into the inanimate environment and the service 

providers, or the individuals who interact with the consumer during the service 

experience – the inanimate environment is the technology and physical design 

elements that the customer comes into contact with 

 The model also suggests that customers interact with each other, their behaviour 

and characteristics impacting on each other‟s experience – e.g. a customer at the 

front of the queue with large amounts of loose change to deposit, affects the 

quality of experience encountered by other customers 

 Overall, the customer‟s behaviour at the time of interaction and also the 

perceptions that impact on their future buying behaviour, are derived from the 

interaction with the physical environment, the service providers and other 

customers – each of these visible elements is also supported and influenced by the 

invisible components  

 

Types of Encounters 

 

 The three types of service encounters are: 

 

1. The Remote Encounter – mail, ATMs, leaflets etc. 

2. The Indirect Personal Encounter – telephone 

3. The Direct Personal Encounter – face-to-face. 
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 Many other factors that may influence the customer‟s view of service, e.g. 

 

1. The front entrance to the organisation 

2. The layout of the bank interior 

3. Signs 

4. Brochures and leaflets 

5. Web pages – are they easy to read and use? 

 

Industrialising the Service Encounter 

 

¶   Service organisations face a dilemma – whilst seeking to maximise the choice and 

flexibility of services available to customers, they must reduce the variability of 

service outcomes in order that consistency of service delivery can be established 

¶   They also need to pursue methods for increasing productivity, and in particular 

reducing the amount and cost of skilled labour involved in production processes 

¶    Industrialisation of services can take a number of forms: 

 

1. Simplifying the range of services available (offering basic retail services) 

2. Providing „scripts‟ for role performance (standardising customer responses) 

3. Tightly specifying operating procedures (standardising lending decisions) 

4. Replacing human inputs with machine-based inputs (ATMs, etc.) 

 

Organisational Buying Behaviour   
 

¶ Has many similarities with consumer purchasing behaviour, it also has a number 

of major differences – in order to market products and services to organisations 

effectively, banks must be aware of the differences 

 

Characteristics of Organisations and Organisational Transactions 

 

 Organisations are companies or partnerships who manufacture or offer a service, 

retailers or wholesalers, and governmental, educational and charitable bodies  

 Organisational transactions can differ from consumer transactions in several ways 

– these differences will not always be present, but in organisational transactions it 

is more common for: 

 

(a) Purchasing decisions to be made by groups of people rather than individuals 

(b) The purchasing organisation to impose policies and requirements which must 

be heeded by the individuals making the buying decision 

(c) The buying decision to be more complex, with items such as requests for 

quotations, proposals and contracts 

(d) The scale of business arranged with each customer being far greater both in 

terms of value and number of transactions 

(e) Negotiating periods over a purchase may take months and even years. 
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The Decision-Making Unit 
 

¶ Typically this consists of a number of individuals who participate in the decision-

making process – the specific individuals vary from company to company 

dependent upon factors, e.g. 

 

1. The company size – decisions regarding corporate banking requirements in a 

large company usually involve more people than will be the case in a smaller 

company 

2. The degree of centralisation – an organisation which purchases on a 

centralised basis for all its subsidiaries may have one bank satisfying all its 

needs internationally (some companies have a policy where subsidiaries make 

decisions on an autonomous basis) 

3. Job titles and the responsibilities of individuals within companies – the 

individuals involved in the decision-making unit evolve during the purchase 

process and so their membership and functions can change from one purchase 

to the next. 

 

¶ Individuals often play different roles in the decision-making process – these are 

categorised as follows:  

 

(a) Users – members of the organisation who come into daily contact with the 

bank e.g. staff located in the finance or accounts departments 

(b) Influencers – may be located within and outside an organisation, for selecting 

banking services e.g. advisers to the organisation, such as lawyers or 

accountants 

(c) Deciders –are usually senior managers who select the bank and banking 

services 

(d) Gatekeepers – include receptionists, secretaries and members of the accounts 

department who control the flow of information to and among the others.  

  

¶ One person may perform several roles; e.g. a senior manager who is a user and 

decider 

 

Types of Purchase 

 

 The number and structure of an organisation‟s decision-making unit will vary for 

different types of bank service and for each of the following types of purchase: 

 

1. Straight re-buy – where the purchasing organisation requires a service on a 

routine basis, these may be relatively straight-forward decisions and the size 

of the decision-making unit will be small, perhaps just one individual from the 

accounts / finance department 

2. Modified re-buy – the purchaser wishes a similar service with modifications, 

which is likely to involve more individuals in the decision-making process 

3. New task – when a company buys a product or service for the first time, with 

the number of individuals involved increasing as the level of expenditure 

grows. 
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The Buying Process 

 
¶ An eight stage approach that organisations go through when making purchasing 

decisions – the following are not necessarily sequential steps, but may be 

activities which occur simultaneously or out of sequence 

 

1.   Problem Recognition 

 

 Similar to the consumer market, the buying process begins when an individual 

within the company identifies a need that has to be met 

 Needs include some form of short, medium or long-term borrowing in the case of 

losses having occurred – if surpluses occur, investment facilities may be sought  

 New ideas raised in meetings with bank staff or promoted in direct mailings may 

also highlight a need for a specific service 

 

2.   General Need Description 

 

¶ In order to satisfy the need, the buyer determines the general characteristics of the 

needed service i.e. the size of the loan required – this may involve discussion with 

influencers, e.g. accountants  

 

3.   Product / Service Specification 

 

 Involves the development of specifications setting out conditions such as 

repayment levels, access to funds and flexibility, etc. which the service must be 

able to provide  

 

4.   Supplier Search 

 

¶ The company may search for possible products / services to meet the area of need 

and this may involve contacting banks for information – the result of this stage is 

a shortlist of potential suppliers / banks 

 

5.   Proposal Solicitation 

 

 The company invites short-listed financial institutions to submit proposals – this 

may involve the writing of a formal document or the sending of a brochure or a 

sales representative 

 For major banking arrangements, formal proposals often combined with formal 

presentations may be required – proposals of this type should include financial 

and technical detail and should be marketing documents which set out the bank‟s 

resources and capabilities, in order to differentiate its offering from the 

competition 

 

6.   Supplier Selection 

 

¶ The bank is chosen based on its ability to meet the attributes sought by the 

decision-making unit, in terms of factors such as capabilities, price, flexibility, 

service quality, protection / security, back-up services and reputation 
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7.   Order Routine Specification 

 

 The buying organisation now agrees the final contract document with the 

financial institution 

 

8.   Performance Review 

 

¶ Actual performance after purchase is compared with the initial specifications – 

the results of this evaluation at this stage become feedback for the other stages 

and influences future purchasing decisions 

 

Influences on Organisational Buying    
 

¶ Four major categories of factors influence organisational buying decisions: 

 

1.   Environmental Factors 

 

 The economic environment in terms of level of output, cost of money and 

economic outlook, has a major impact on the types of banking services demanded 

by companies 

 

2.   Organisational Factors 

 

¶ Factors such as the objectives, policies, procedures, organisational structure and 

systems of the company all influence buying decisions, in terms of who makes the 

decisions and the evaluation criteria used – the nature of an organisation‟s 

computers and procedures may require special money management systems 

 

3.   Interpersonal Factors 

 

 The inter-relationships between the different participants in the decision-making 

unit also influence decisions – how will different individuals in the company 

interact as a group in terms of different statuses, authority, persuasiveness and 

empathy? 

 Certain persons in the decision-making unit may currently be in favour or may be 

better communicators than others and thus be more convincing 

 

4.   Individual Factors 

 

¶ The attitudes, knowledge and preferences are influenced by the age, income, 

education, position and personality of the individual concerned – some may be 

hard bargainers, some may be concerned with detail, others may wish to reduce 

risk to themselves and the company    

 

Segmentation and Target Marketing 
 

 All individuals or companies in a market, are unlikely to have the same needs and 

priority of needs for bank services 



 31 

 In the market for personal banking services, these differences may be as a result 

of factors such as the age, income, social status, lifestyle and geographical 

location of the various individuals within a market   

 In organisational markets also, factors such as size of company, its industrial 

sector and buying practices, may influence needs and the factors taken into 

account when selecting a service 

 All needs can differ greatly and it is unlikely that a single version of an account, 

service or marketing mix will be able to satisfy the needs of everybody in a 

market – some banks may be in a better position to serve certain customers than 

others because of product range, geographical coverage or even image 

 A bank should not try to meet all needs or compete everywhere – it should 

identify those parts of the market that are the most attractive and that it can serve 

most effectively 

 This involves Market Segmentation – sub-dividing a market into distinct and 

meaningful subsets of customers who have similar needs and so might merit 

separate marketing effort 

 It also involves Target Marketing – selecting and targeting segments on which 

to concentrate marketing effort and resources 

 

Market Segmentation    
 

¶ A market segment is a group of individuals, groups or organisations who share 

common characteristics that cause them to have relatively similar banking needs  

¶ Although every buyer‟s requirements from a bank are probably unique in some 

way, the banks group such unique wants into subgroups or market segments 

¶ Groups may be classified as consisting of retired people, young marrieds, students 

or the self employed   

¶ Using segmentation means that in a diverse market, it is more cost effective for 

the bank to develop a marketing mix that satisfies specific segments of a total 

market, than it is to attempt to design a marketing mix which satisfies the needs of 

everyone in a market 

 

Undifferentiated Marketing 

 

 Is a total market approach that does not involve the procedure of segmentation – 

e.g. a bank producing one type of current account and trying to satisfy all 

customer segments  

 Assumes that individual customers in the target market for a specific kind of 

product, e.g. a current account, have similar needs and that the bank can satisfy 

most customers with a single marketing mix 

 

Concentrated Marketing 

 

¶ A bank concentrates on one market segment by designing a marketing mix that 

more precisely matches the needs of individuals in a selected segment 

¶ Concentrating on a single segment allows an organisation with restricted 

resources to compete with larger organisations – Adam and Co. and Coutts and 

Company concentrate on banking services for the affluent and are better able to 

compete with larger retail banks, by concentrating their resources on meeting the 

requirements of that sector 
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Differentiated Marketing 

 

 A bank develops several offerings, with each targeted at a specific segment – the 

marketing mixes used for such a strategy may vary as to product differences, 

distribution methods, promotional methods and prices 

 

 Many of the major banks would be seen as having a differentiated marketing 

approach – in addition to the standard current account offering there are: 

 

(a) For the youth market – a card based account 

(b) For students – financial incentives 

(c) For the affluent – a high interest cheque account. 

 

Benefits of a Market Segmentation Approach 
 

¶ Allows a bank to exploit its strengths better by selecting compatible marketing 

segments 

¶ Allowing for the development of more sharply focused strategies aimed at better 

meeting customer requirements 

¶ Allowing a bank to identify gaps in the market which offer new product 

opportunities 

¶ Leads to a reduction in costs of promotional activities, by only selecting the 

relevant media for the target market  

 

Bases for Segmenting Consumer Markets 
 

 The variables used for segmenting consumer markets can be divided into two 

broad categories 

 

1.   Consumer Characteristics 

 

¶ Are independent of the product or service being purchased and include 

demographic, geographic and psychographic elements  

 

Demographic Segmentation 

 

 Consists of groupings of customers on the basis of demographic variables and 

historically are the most popular for distinguishing customer groups – typical 

variables used include: 

 

1. Age 

2. Sex 

3. Family size 

4. Income level 

5. Occupation of the head of the household 

6. Religion 

7. Race 

8. Nationality. 
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 Companies segment a market by combining two or more demographic variables – 

in the financial sector, family life cycles which combine age, family size and 

therefore levels of disposable income, are often used to segment markets for 

financial products 

 

FAMILY LIFE CYCLE 
 

Group Age Lifestyle 
Finance 

Requirements 

Schoolchildren Up to 16 

Mainly parental 

guidance. Limited 

finances. 

Simple savings 

account with 

occasional  

Youth 16-21 

Leaving school. 

Further education. 

First job. Low 

earnings. 

Money transmission 

services. Travel 

facilities. Overdraft 

or loans. Simple 

savings account. 

Young Married 21-25 

Going steady or 

getting married. 

Saving for a home. 

Joint Income. 

Joint account. 

Budget facilities. 

Savings accounts. 

Consumer loans. 

Insurance, wills and 

travel services. 

Householder 

Married with family 
25-45 

Income growth but 

loss of wife‟s earnings 

when children born. 

Buying home and 

trading up and home / 

consumer durables. 

Joint account. 

Mortgages and home 

improvement loans. 

Longer term savings 

for education 

funding. Insurance, 

wills, consumer 

loans. Savings 

accounts for 

children. 

Older Persons 
Over 45 but before 

retirement 

Higher paid with or 

without inherited 

wealth. Higher 

spendable income. 

Need for financial 

advice and planning.  

Savings & 

investments. 

Occasional 

borrowing. 

Replacement 

mortgage or home 

improvement loans. 

Financial advisory 

services. 

Retired Over 60 / 65 

Accumulated capital. 

Lump sums available. 

Protection for 

widowed. 

Management of 

capital / income. 

Trust services and 

financial advice. 

 

Geographic Segmentation 

 

¶ Divides the market into different geographical units, e.g. countries, regions and 

city size 

¶ In the UK, individual neighbourhoods are commonly used 
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¶ ACORN (A Classification Of Residential Neighbourhoods) is one of the sources 

of data for this type of segmentation   

¶ ACORN is a market segmentation which allows consumers to be classified 

according to the type of residential area in which they live 

¶ ACORN takes into account 40 different variables encompassing demographic 

housing and employment characteristics to classify households into 39 different 

types of neighbourhood 

 

    ACORN 

 

A  Agricultural areas 

 

    Agricultural villages 

    Areas of farms and small holdings 

 

B  Modern family housing, higher incomes  

 

     Post-war functional private housing  

     Modern private housing, young families 

     Established private family housing 

     New detached houses – young families 

     Military bases 

 

C  Older housing of intermediate status  

 

     Mixed owner-occupied & council estates 

     Small town centres & flats above shops 

     Villages with non-farm employment 

     Older private housing, skilled workers 

 

D   Older terraced housing 

  

     Un-modernised terraces, older people 

     Older terraces. Lower income families 

     Tenement flats lacking amenities  

 

E   Council estates – category 1 

 

     Council estates, well off older workers 

     Recent council estates  

     Better council estates, young workers 

     Small council estates, often Scottish 

 

F  Council estates – category 2 

   

     Low rise estates in industrial towns 

     Inter-war council estates, older people 

     Council housing, elderly people     

 

 

G  Council estates – category 3 

 

     New council estates in inner cities 

     Overspill estates, higher employment 

     Council estates with some  overcrowding 

     Council estates with great hardship 

 

H  Mixed inner metropolitan areas 

 

     Multi-occupied older housing     

     Cosmopolitan owner-occupied terraces 

     Multi-let housing in cosmopolitan areas 

     Better-off cosmopolitan areas 

 

 

I    High status non-family areas 

 

      High status non-family areas 

      Multi-let big old houses and flats 

      Furnished flats, mostly single people  

  

 

J    Affluent suburban housing 

 

      Inter-war semis, white collar workers 

      Spacious inter-war semis, big gardens 

      Villages with wealthy older commuters 

      Detached houses, exclusive suburbs 

 

K  Better-off retirement areas 

 

      Private houses, well-off residents 

      Private flats, older single people 

 

U   Unclassified     

     

       Unclassified 

 

¶ ACORN is computerised and linked to postal geography – if the postcodes of the 

individuals are known, they can be classified into their respective categories 
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Psychographic Segmentation 

 

 Buyers are divided into groups on the basis of their social class and lifestyles – 

socio-economic or social class groupings are used extensively by the government 

and research organisations for tracking trends in population 

 Psychographic segmentation is too broad and does not relate to financial needs – 

they do provide banks with a starting point for further refinement and by using 

government statistics which are classified in this manner, useful leads can be 

obtained as to the way further segmentation should go  
 

SOCIAL GRADE CLASSIFICATIONS 

Social Grade  Social Status Occupation 

A Upper middle class 
Higher managerial, administrative or 

professional 

B Middle class 
Intermediate managerial, administrative or 

professional 

C1 Lower middle class 
Supervisory or clerical and junior 

managerial, administrative or professional 

C2 Skilled working class 
 

Skilled manual workers 

D Working class Semi and unskilled manual workers 

E Those at lowest level of subsistence 
State pensioners or widows (no other 

earners), casual or lowest grade workers 
 

 The above shows the standard social grade classifications as described in a 

JICNARS publication „Social Grading on the National Readership Survey‟ 

 Companies making cosmetics, alcoholic beverages and even financial products 

increasingly segment their markets by consumer lifestyles – the following table 

shows how the male market can be segmented by lifestyle 

 Some major banks produce offerings for other lifestyle groups by offering affinity 

credit cards relating to specific charities / interest groups e.g. Bank of Scotland 

issues a Star Trek credit card 
 

McCANN ERICKSON LIFESTYLES  

Avant Guardian 

 
 

Pontificator  

 
 

Chameleons 

 
 

Self-Admirer 

 
 

Self-Exploiter 

 
 

Token Trier 

 
 

Sleepwalker  

Concerned with change and well-being of others, rather than possessions. 

Well educated, prone to self-righteousness.  
 

Strongly held, traditional opinions. Very British, and concerned about 

keeping others on the right path.   
 

Want to be contemporary to win approval. Act like a barometer of social 

change, but copiers not leaders. 
 

At the young end of the spectrum. Intolerant of others and strongly motivated 

by success and concerned about self-image. 
 

The doers and self starters, competitive but always under pressure and often 

pessimistic. 
 

Always willing to try new things to „improve their luck‟, but apparently on a 

permanent try-and-fail cycle. 
 

Contented under-achievers. Don‟t care about most things and actively opt 

out. 
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2.   Consumer Responses 

 

¶ Can be analysed by factors such as usage patterns and benefits sought – this is 

Behavioural Segmentation with buyers grouped on the basis of their knowledge, 

attitude, use or response to a product 

 

 Usage Patterns  
 

¶ Can be determined from occasions or events when buyers develop a need, 

purchase or use a product, and usage rates when the customer can be defined as 

light, medium or heavy users based on the number of transactions they undertake 

¶ Events can be: 

 

(a) Planned – the bank anticipates the need e.g. TESSA or loan maturity 

(b) Operational – where the bank notes a change in the management of the 

account e.g. balance limit exceeded or behavioural change in channel usage 

(c) External – the bank becomes aware of changes in the customer‟s 

circumstances e.g. notice in newspapers regarding a customer‟s application 

for planning permission.   

 

¶ The FinPin System classifies the population into four categories and ten sub-

groups according to their levels of financial activity 

¶ Each group has a predictable behaviour and purchase pattern for the various 

financial products and services – FinPin data is geographically referenced and 

linked to postcodes, making targeting easier 

 

FINPIN SEGMENTATION BASED ON 

USAGE AND FINANCIAL SOPHISTICATION 

A     Financially Active 
(a) Most Active 

(b) Financially Secure Savers 

B     Financially Informed 

(c) Multi-product savers and investors 

(d) Traditional multi-product users 

(e) Net Savers 

C     Financially Conscious 

(f) Average Users 

(g) Uncommitted Investors 

(h) Basic Product 

D     Financially Passive 
(i) Inactive Borrowers 

(j) Least Active 

  

Benefits 
 

 The belief underlying this segmentation strategy, is that the benefits which people 

are seeking in consuming a given service, are the basic reason for the existence  of 

true market segments  

 Benefit segmentation is extensively used and requires determining the major 

benefits that people look for in the product class, the kinds of people who look for 

each benefit and the competitor‟s services that deliver each benefit 

 As the next diagram shows, each benefit seeking group had particular 

demographic and behaviouristic characteristics – the example shows a benefit 

segmentation of the toothpaste market which uncovered four benefit segments 
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 A toothpaste company can use the findings to clarify which benefit segment it is 

appealing to, the characteristics of that segment and the major competitive brands 
 

BENEFIT SEGMENTATION OF THE TOOTHPASTE MARKET 

Segment 
The Sensory 

Segment 

The 

Sociables 

The 

Worriers 

The Independent 

Segment 

Principal benefit 

sought 

Flavour, 

product 

appearance 

Brightness of 

teeth 

 

Decay 

prevention 
Price 

Demographic 

strengths 
Children 

Teens, young 

people 

Large 

families 
Men 

Special behaviour 

characteristics 

Users of 

spearmint 

flavoured 

toothpaste 

Smokers Heavy users Heavy users 

Brands 

disproportionately 

favoured 

Colgate, 

Stripe 

Macleans, 

Plus White 

Ultra Brite 

Crest Brands on sale 

   

 Bases for Segmenting the Corporate Market 
 

¶ The corporate market can be segmented using many of the same variables as in 

the consumer market, e.g. benefits sought, usage rate and geographical usage – 

banks generally categorise companies by: 

 

(a) Size – turnover 

(b) Financial sophistication – use external accountant, employ full time 

bookkeeper / accountant, employ a fully-staffed finance department 

(c) Ownership characteristics – sole trader, partnership, private family-owned 

company, plc and multinational corporation 

(d) Trigger points – start ups, expansions, management buy-outs, etc. 

(e) Professional customers, e.g. solicitors, accountants, doctors and dentists, are 

generally treated separately as a specific segment 

TRIGGER POINTS 

SIZE OF CORPORATION 

GROUP EXAMPLES OF POTENTIAL SERVICES 

Small (up to £½m 

turnover) Service, 

retail, manufacturing, 

agriculture 

Personal financial services and estate planning for proprietors 

Special „start up‟ loan schemes including Small Firms Loan 

Guarantee Scheme 

Hire Purchase / Key Person Insurance 

Bank money transmission services which reduce commitment 

to bookkeeping 

Medium (£½m-£5m 

turnover) Service, 

retail, manufacturing, 

agriculture 

Pay service and other computer based „business support‟ 

financial facilities 

Credit cards for employee expenses or for retailers as a form 

of payment 

Leasing facilities / Factoring / Longer term capital loans 

Large (£5m+ 

turnover) Service, 

retail, manufacturing, 

agriculture 

Pay service / Business advisory facilities 
Credit cards 

Importer / exporter services 

Registration facilities / Equity finance 

Longer term lending support 
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TRIGGER POINTS POTENTIAL FOR: 

Forming a new business (start up) 

Government Enterprise Allowance Scheme 

Government Small Firms Loan 

Loan Guarantee Scheme 

Bank Start-up Loan Schemes 

Business Expansion Scheme  

Expanding network of distribution 
Credit card retailer service 

Leasing of premises / vehicles 

Expanding production 
Loans for investment in plant and 

machinery 

Altering product range 

Business advisory service 

Franchising 

Plant and machinery loans 

Entering export trade 

Export / financial advice 

Loans 

Negotiations, collections, 

documentary credits 

Taking on more staff 

Conversion of unbanked workforce to bank-

mandated pay 

Insurance / pensions 

Moving to bigger premises or buying own 

premises 

Business advisory service 

Business property loans 

Leasing on fixed plant 

Acquisition of another business 

Business advisory service 

Equity finance 

Registration services 

Introducing employee enhancements – 

motor cars, pension schemes, etc. 

Trust services (pensions, employee 

insurance) 

Leasing for motorcars  

Death of director or key man 

Business advisory service 

„Key man‟ insurance cover for remaining 

directors 

Redundancy of employees 

Investment potential among redundant 

employees – some may wish to go self-

employed 

Management buy-outs 

Government Small Firm Loans 

Loan Guarantee Scheme 

Bank Start-up Loan Schemes 

 

Requirements for Effective Segmentation 
 

 A market segment must possess the following characteristics in order to justify 

market segmentation: 

 

1.   It must be measurable – it should be possible to assess the size of the segment 

2. It must be accessible – it must be possible to reach and service a segment 

through bank branches, media, etc. 

3. It must be substantial enough to warrant the effort and costs involved in 

creating an offering to meet its needs 

4. It must be unique and be significantly different in terms of needs from other 

segments 

5. It must be stable, i.e. the segment‟s behaviour is such that its future needs may 

be predicted. 
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Selection of Target Markets  
 

¶ A target market is a segment or segments of the market where a bank concentrates 

marketing efforts and creates a marketing mix that specifically fits the needs and 

preferences of the individuals in that segment  

¶ In selecting target market segments a bank should evaluate: 

 

1. The attractiveness of each segment 

 

(a) The size of the segment in terms of volume and value 

(b) The growth potential 

(c) The level of segment domination by competitive organisations and their 

relative strengths and weaknesses 

(d) The resources needed to be active in this segment, in terms of computer or 

administration facilities, promotional effort and distribution channels required. 

 

2. The extent to which the bank has some level of potential competitive 

advantage in each segment by analysing: 

 

(i)The current share of sales within the segment held by the bank 

(ii)The profit margins gained from this segment in comparison to the competition 

(iii)The level to which the bank can satisfy the requirements of the segment in 

terms of : 

 

- Product effectiveness 

- Competitive price 

- Positioning 

- Reputation / image 

- Effectiveness of sales / promotional activity 

- Technical support.  

 

3. The bank‟s objectives 

 

 Some attractive segments can be dismissed as they do not meet the bank‟s long 

term objectives – care must be taken to select target market segments that offer 

synergy with existing activities and move the bank forward to its long term goals 

 When target market segments have been selected, the bank should develop a 

marketing mix which positions the bank in such a way as to satisfy the 

requirements of the customers in that segment – the bank can then adopt a 

concentrated or differentiated marketing strategy 

 

 

 

 

 

 

 

Loyalty and Relationship Marketing 
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 It is more effective to cross-sell to an existing customer than to acquire a new one 

– the customer should be someone with whom the bank has an ongoing 

relationship 

 The bank should anticipate what each customer is likely to need through their life 

and when they are likely to need it – this is dependent upon: 

 

The banks being knowledgeable about the characteristics of their customers 

 

¶ Most banks have developed customer-based computer systems which hold data on 

the characteristics of each of their customers and their banking behaviour – much 

of this information is collected by branch staff or telephone banking operators 

during meetings or discussions with customers 

¶ The bank will combine this information with: 

 

(a) Geo-demographic data 

(b) Transaction data 

(c) Family lifecycle information 

(d) Details of customer balances 

(e) Details of other products held. 

 

¶ The bank is then able to ensure that customers are only targeted with products and 

promotions that are appropriate to them – a bank‟s success at doing this depends 

on the accuracy of the data that is held and the frequency with which it is updated 

 

The banks maintaining customer loyalty 

 

 Banks employ a number of marketing tools to increase customer loyalty: 

 

(i) Newsletters to keep customers informed 

(ii) Cross-selling programmes 

(iii) Relationship pricing 

(iv) Freephone numbers to handle customer enquiries and complaints. 

 

 The emphasis of any relationship marketing activity should be on maintaining 

relationships with profitable customers  

 A profitable customer is a person, household or company that yields a revenue 

stream over time, exceeding by an acceptable amount, the bank‟s cost stream of 

attracting, selling, and servicing that customer – the emphasis is on the lifetime 

value of the customer rather than the profit from a particular transaction  

 There is therefore a need to target relationship activity on customers who are 

likely to have a positive lifetime value to the bank – care should also be taken to 

retain these customers, which involves the following actions: 

 

1. The bank must define and measure its retention rate – how many customers 

close their accounts and move to another financial organisation? 

 

 

2. The bank must distinguish the various causes of customer attrition, i.e. the 

bank needs to identify why people are leaving – much can be done about 

customers who leave because of poor service, poor products or better interest 

rates 
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3. The bank needs to estimate how much profit it loses when it loses customers 

unnecessarily – what would have been the typical lifetime values of these 

customers? 

4. The bank needs to determine how it could reduce the defection rate – provided 

the cost of the necessary actions is less than the lost profit, the bank should 

consider spending that money or changing their interest rates, etc. 

 

 If the customer can be retained and satisfied they should provide major cross-

selling opportunities 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3   Managing Marketing 
    

Marketing Information 
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¶ Information is an essential resource in making marketing decisions – the more 

information a bank has about customers, competitors and target markets, the 

better it will be able to develop an effective marketing programme 

¶ Information does not replace a manager‟s judgement – it reduces the area in 

which judgement has to operate, thus reducing the chance of error 

 

 

The Marketing Information System (MIS) 

 

 

 

INPUT 

   

 

 

 

 

 

      

 

 

PROCESSING  

 

 

Information for Marketing 

Decision-Making 

OUTPUTS      
 

FEEDBACK 

Adjusting information intake 

     

 

 

 

 

 

 

 

 

 

 

 

 

 This is needed to manage information and aid marketing decision-making 

 The MIS consists of inputs from the internal reporting system, the gathering of 

market intelligence and marketing research 

 A MIS can vary widely from one bank to another – an example of typical systems 

is shown below 

Internal 

Reporting 

Marketing 

Intelligence 
Marketing 

Research 

Classifying 

Storing 

Indexing 

Retrieving 
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SMALL ORGANISATION 

The MIS may involve someone looking 

for relevant information and either filing 

it or circulating it around the key 

decision-makers 

LARGER ORGANISATION 

A computer storage and retrieval system 

is needed to handle the large volume of 

data 

 

Internal Reporting Output 
 

¶ The basic source of marketing material is from internal reports 

¶ This includes reports on areas such as sales, current customer types, customer 

complaints and expenditure on promotional activities 

¶ Additional information on the past history of important personal or corporate 

clients can be retained – this can prove valuable in trying to maintain their loyalty, 

designing new services for them and developing marketing activities for similar 

types of customer  

¶ The specific elements of the internal reporting unit, plus other MIS inputs, must 

be designed to serve the needs of decision-makers in a timely and cost-effective 

way 

¶ This is achieved by asking the decision-makers, whether they be branch managers 

or head office staff, the following types of question: 

 

1. What types of marketing decision are you regularly called upon to make? 

2. What types of information do you need to make these decisions and what 

information do you currently receive? 

3. What additional information would you want daily? weekly? monthly? 

yearly? 

4. What magazines and reports would you like to see routed to you on a regular 

basis? 

5. What specific topics would you like to be kept informed of? 

 

¶ Based on the answers, a MIS should be developed which reconciles what 

decision-makers think they need, what decision-makers really need and what is 

economically feasible 

 

Marketing Intelligence Input   
 

 Marketing intelligence is information about what is currently happening in the 

marketing environment 

 In the banking sector, many decision-makers collect marketing intelligence in an 

informal way through reading various journals and newspapers and via 

discussions with other professionals and clients 

 An informal approach to intelligence gathering on its own can also lead to 

important information being missed, e.g. a new business opportunity with a large 

client or a pending shift in competitive strategy by a competitor 

 A bank can take steps to improve intelligence by formalising areas to be 

monitored – these should relate to the main elements of the macro and micro-

environment 
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 The main elements are as follows: 

 

  MACRO-ENVIRONMENT MICRO-ENVIRONMENT 

Demographic environment 

       Economic climate 

 Political / Legal environment 

 Technological developments 

Suppliers 

 Customers 

    Competitors 

                         Publics 

   

 All staff should be encouraged to gather marketing intelligence data, particularly 

about the micro-environment, and pass it on to colleagues 

 Intelligence gathering can be improved by setting up an individual or group of 

individuals at head office and also at branch level, to coordinate and manage the 

activity 

 The coordinating role would involve: 

 

1. Scanning relevant national or local publications for news about competitors, 

clients, planning / development  

2. Organising a filing system for intelligence that will make the retrieval of past 

and current information relatively straightforward 

3. Collecting customer and staff comments and complaints about marketing 

activity. 

 

Marketing Research Input 
 

¶ Marketing research is used by a bank to keep in touch with the needs, wants and 

attitudes of potential customers of the bank‟s products and services – research can 

involve: 

 

1. Product research to assist in –        

 

 The design, development and testing of new products and services 

 The improvement of existing products and services 

 The forecasting of trends in customer preferences for specific products and   

services. 

 

2. Market research to assist in:  

 

¶ The analysis of market segments, market size and the market share held by 

the bank and its competitors 

 

3. Customer research to assist in:  

 

 The analysis of customer buying behaviour 

 The analysis of customer perceptions, attitudes, reasons for purchase. 

4. Promotion research to assist in –  

 

¶ The testing and evaluation of promotional material. 
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 These types of research can be undertaken as part of a continuous research 

project, where changes in market share, consumer attitudes, etc. can be tracked 

over a period of time 

 An ad hoc study is an alternative, this is undertaken on a one-off basis, providing 

the bank with a snapshot of the situation at any point in time 

 Research is normally undertaken by the bank‟s own marketing / market research 

department or by an external marketing research agency 

 There are advantages and disadvantages of using external agencies 

 Advantages include the agency having specialist skills, facilities and resources, 

supported by the fact that their analysis of findings can be undertaken with greater 

objectivity – they are not concerned with the internal politics of the bank 

 Disadvantages include the risk of information leaks to competitors and perhaps 

valuable information being lost in the communication of findings between the 

agency and the client company 

 Research agencies may be categorised into the following types: 

 
 

SYNDICATED SERVICE AGENCIES 
 

 These agencies specialise in gathering continuous consumer and corporate data which they   

sell in the form of standardised reports to any company wishing to purchase them. 
 

 
 

 

AD-HOC RESEARCH AGENCIES 
 

Are hired by clients to carry out one-off research projects for the sole use of their clients. 
 

They participate with the client in designing the research study – the final report becomes the 

client‟s property. They can take one of the following forms: 
 

Full Service Agency 
 

Can do all types of market research in almost any market 
 

Market Specialist Agency 
 

Has specialist skills in carrying out research in specific markets, e.g. the corporate market, the 

consumer market, amongst children, the financial sector or in certain geographic regions. 
 

Technique Specialist Agency 
 

Has specialist skills in carrying out research using specific techniques (i.e. telephone 

research, the use of street interviewers, small in-depth studies) 
 

  

 

 

 

 

 

FIELDWORK AGENCIES 
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Provide interviewers to other research agencies or to client companies. They are only 

responsible for carrying out the interviewing – all other design and analysis functions are 

undertaken by the company which hires them.  

  

 

The Market Research Process 
 

¶ Consists of five main stages: 

 

1.   Understanding the Business Problem or Opportunity 

 

¶ There must be a commercial reason for undertaking the research  

¶ Defining the problem will clearly identify if research is needed and what 

information is required to assist the decision-makers in tackling the business 

problem or opportunity 

 

2.   Definition of Research Objectives   

 

 The objectives of the study should be clearly defined – if objectives are stated too 

vaguely or wrongly defined, the research results may be useless or even 

misleading  

 Care must be taken in determining exactly what information is needed to assist 

decision-making and setting objectives which ensure that the need is met 

 

3.   Research Design    

 

¶ Research must be designed in order to meet the objectives of the study – this 

involves decisions about the types of data, the data collection method to be used 

and the specific people to be interviewed  

¶ There are two types of data: 

 

1. Secondary Data – this is currently available and is data that is collected for 

purposes other than the specific research needs at hand (these sources provide 

a relatively inexpensive supplement to any primary data gathered) 

 

2. Primary Data – new data collected specifically for purposes of the research, 

the main forms being:  

           

(a) Observational research – carried out in various situations such as 

observing customer‟s actions in bank branches, this can help with future  

branch design   

(b) Interviewing – is the activity most people associate with marketing 

research and may involve the use of a questionnaire with the format of 

questions dependent on the depth of response required i.e. deep or basic 

(c) Group discussion or basic interview – used in qualitative research and 

concerns gathering a significant depth of information from a small number 

of respondents 

¶ Sampling is the process used to decide which individuals in the target market 

should be interviewed – it must be taken whichever of the above methods is used 
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¶ Sampling is a relatively complex process aimed at answering the following 

questions  

 

1. Who is to be interviewed? 

2. How many people should be interviewed? 

3. How should the respondents be chosen? 

4. How should the respondents be contacted (telephone, mail or in person)? 

 

4.   Data Collection 

 

 Follows after the research design has been finalised – there may be some testing 

of the research method and sample before the full primary research phase is taken 

 Interviewers must be trained on the particular subject area and in the skills of 

encouraging accurate and thoughtful answers from respondents 

 

5.   Data Analysis and Report Presentation 

 

¶ Is the final step in the marketing research process 

¶ For large surveys, this involves computer analysis – the researcher‟s role is to 

present findings in a manner which assists decision-making  

 

The Marketing Planning Process    
 

Why Plan? 

 

¶ Planning is where we seek to exercise some degree of control over the future – 

without a clear plan, a bank‟s marketing effort will lack direction, coordination, 

purpose and the ability to measure success or failure 

¶ Planning encourages:  

 

1. Systematic thinking ahead by management 

2. Better coordination of the bank‟s total effort 

3. Better preparedness for sudden developments 

4. The monitoring and control of performance.  

 

¶ Reasons that are given for not undertaking planning include:  

 

(a) “I haven‟t got the time to plan” – often results from a manager concerned 

with the day-to-day activity rather than future planning, his lack of time is 

often as a result of having no planned direction or strategy and this results in 

decisions taking longer and mistakes being made 

(b) “We are doing very well without planning” – Why are we doing well? 

Efforts should be made to understand why and ensure that we continue to do 

well even when the economic or competitive situation changes for the worse 

(c) “I don‟t want to commit myself to something” – how can other members of 

the bank support this manager and work with him if they do not know what he 

is trying to achieve? 

(d) “I have a plan in my head” – a plan exists, but is the plan in this manager‟s 

head the same plan that is in the heads of the other members of staff? What 

happens if this manager is run over by a bus? 
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Corporate Plans -v- Marketing Plans 
 

 A corporate plan should:  

 

(a) Provide a clear definition of the purpose of the bank 

(b) Provide a clear set of goals to be achieved by the bank 

(c) Provide a clear set of rules which are to determine how these goals may, and 

may not, be achieved 

 

 A corporate plan should give a lead to the individual plans of departments and 

divisions of the bank – a corporate plan should also identify and resolve areas of 

likely conflict of interest between the various bank departments   

 In order to achieve the objectives of the corporate plan, a team effort is required 

from a variety of departments  

 

 A marketing plan should:  

 

(a) Set out the marketing function‟s responsibility in the achievement of the 

objectives set out in the corporate plan 

(b) Provide a clear set of objectives for each of the bank‟s major market segments 

(c) Identify the extent to which new business requires to be generated, and to 

identify specific new business ventures to meet these goals 

(d) Describe in sufficient detail, the marketing activities that will take place for 

each product area so that responsibilities for implementation can be assigned 

(e) Identify the resources needed to carry out the planned activities so that a 

budget can be developed. 

 

 There is a need for close liaison between marketing and corporate planning – it 

would be impossible to set corporate objectives without knowledge of the market 

 It would be a waste of time setting corporate objectives which are totally 

unattainable through marketing efforts 

 Plans may be:  

 

(a) Short range – usually one year or less 

(b) Medium range – usually two to five years 

(c) Long range – over five years. 

 

 

 

 

 

 

 

 

 

 

The Marketing Planning Cycle 
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¶ Marketing planning is a systematic process that involves assessing marketing 

opportunities and resources, determining marketing objectives, and developing a 

plan for implementation and control – the five main stages of the cycle are: 

 

1.   Situation Analysis 

 

 Involves analysing the current situation in both the bank‟s external and internal 

environment and can be undertaken in three parts: 

 

(a) An analysis of the macro and micro-environmental factors 

(b) A self analysis of the bank and its performance 

(c) A summary of all of this information. 

 

Rationale and Structure for Conducting Situation Analysis   

 

¶ The essence of any marketing strategy is to develop a fit or match between an 

organisation and its environment 

¶ The analysis of the macro-environment is often described as PEST (Political, 

Economic, Social & Technological) Analysis  

¶ Other macro factors that may be relevant include: 

 

(a) Age structure of the population 

(b) Changing household structures 

(c) Changing social values, such as attitudes to debt and concern for the 

environment.   

 

¶ At the market level situation, analysis requires information relating to : 

 

(a) The size of the current market 

(b) Market shares and market trends 

(c) The identification of major competitors 

(d) Statements of current product range, its features and its basis for competitive 

advantage 

(e) Analysis of patterns of distribution and promotion 

(f) The nature of product, market share and sales trends. 

 

¶ One widely used approach to the analysis of the market environment is Porter‟s 

Five Force Analysis – he argues that to develop an effective strategy, it is 

necessary to understand the factors that determine the overall attractiveness of the 

industry 

¶ Industry attractiveness and profitability depend on the structure of the industry 

and specifically on five key features: 

 

1.   Bargaining Powers of Suppliers 

 

 Suppliers in financial services include the suppliers of essential business 

goods and services and could also include customers 

 Customers making deposits with financial institutions are effectively acting as 

a supplier of certain essential raw materials. 
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      2.   Bargaining Powers of Consumers 

 

¶ The bargaining power of buyers in financial services varies considerably – in 

personal markets it seems that the bargaining power of individual consumers 

is relatively weak 

¶ Consumer pressure groups, e.g. the Consumer Association may partly 

counterbalance this 

¶ In corporate markets, the situation is different, with relatively large businesses 

being in a more powerful position. 

 

3.   Threat of Entry 

 

 There is a real threat from new entrants to the financial market place, despite 

regulatory requirements 

 Retailers such as Marks & Spencer are an example – with many supermarkets 

offering cash-back facilities this is a further threat to bank and building 

society branch networks. 

 

4.   Competition from substitutes   

 

¶ In markets where there are close substitutes, the buying power of consumers is 

enhanced – the extent to which there are real substitutes for financial services 

is perhaps limited 

¶ In certain sections of the market, e.g. investment services, antiques and other 

collectables may be regarded as substitutes for unit trusts, ISAs and other 

forms of savings 

 

5.   Rivalry between firms  

 

 The greater the degree of competition, the likelier it is that the industry will be 

less profitable and therefore less attractive 

 There is considerable competition within the industry, particularly as 

traditional divisions disappear 

 The mortgage market, traditionally the preserve of building societies, is now 

served by banks, specialist mortgage providers and other institutions. 

 

The Strategic Marketing Audit     

 
¶ Refers to the review of the market place and the organisation‟s resources 

¶ A common failing amongst companies is that they close each box when the plan 

is complete and never return to check progress 

¶ This can be overcome if the process is viewed as one of iteration, where, as we 

go through the stages of the marketing audit, we look back at how the new 

insights change our view of the earlier stages of the analysis. 

 

 

 

The Market Audit   
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 Is the first and most time-consuming stage of the strategic audit and is the 

view taken of the marketplace and what makes it work 

 Key issues that must be examined include market segmentation, competitive 

differentiation and key trends that will affect consumer demand 

 The task is to establish the company‟s position on the critical market issues.  

 

The Product Audit  

 

¶ The focus is specifically on product policy issues  

¶ How well do the products meet customer needs, from the customer‟s 

viewpoint, what are the critical product dimensions?  

 

The Pricing Audit 

 

 Closely related to product positioning, it is the issue of price compared to 

competitors, and the critical issue of value as it is perceived by the customer. 

 

The Distribution Audit 

 

¶ This stage requires an examination of the distribution and service patterns in 

the market with comparisons being made with competitors. 

 

The Marketing Communications Audit 

 

 The goal is to examine the possibilities and needs for all forms of marketing 

communications – it includes personal selling, advertising, sales promotion 

and public relations. 

 A key task is to examine the company‟s position in the customers‟ eyes and 

there is also a requirement to identify the key decision-makers and the people 

who influence purchasing decisions.  

 

Summary of Information – SWOT Analysis 

 

¶ A summary of all this information can be done as SWOT Analysis i.e. Strengths, 

Weaknesses, Opportunities and Threats – this gathers the information and 

organises it into a digestible format 

¶ Strengths and weaknesses are based on the internal analysis of the bank and are 

those factors under the bank‟s control which are important in the customers‟ 

decision-making process, e.g. in the youth market, a large ATM network could be 

seen as a strength and an old fashioned image as a weakness 

¶ Opportunities and threats relate to factors outwith the bank which offer 

opportunities or pose threats to the bank, e.g. in the youth market, the declining 

youth population could be seen as a threat, but an increasing population may 

provide an opportunity. 

 

 

 

 

2.  Development of Marketing Objectives 
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 Can be developed based on the situation analysis – these should:   

 

1. Be developed so that they help to accomplish the bank‟s corporate objectives 

2. Specify the results expected from marketing efforts 

3. Be expressed in clear and simple terms 

4. Provide a challenge and stretch the organisation, whilst being realistically 

achievable 

5. Be drawn up so as to enable their accomplishment to be measured accurately 

6. Indicate the timeframe for accomplishment. 

 

3.  Formulation of the Marketing Strategy 

 

 The marketing strategy focuses on defining the bank‟s target markets and 

developing suitable marketing mixes in order to meet the marketing objectives  

 A marketing strategy must be consistent with consumer needs, perceptions and 

beliefs 

 

4.  Development of the Plan for Implementation and Control 

 

¶ When objectives and strategies have been defined, the tactics or plan for 

implementation must be selected 

¶ It must be defined as to what actions need to be taken, by whom and at what cost 

– a contingency plan may be required in case the first plan fails to produce the 

required results within the given time span 

¶ A marketing strategy requires formal procedures to ensure that what has been 

planned has been achieved 

 

5.  Implementation of the Marketing Plan 

 

 Implementation should be seen as the beginning and not the end of the planning 

process – it provides feedback for all future plans 

 The plan should be used as the central tool in the regular review of the bank‟s 

performance – it must be flexible enough to change as market conditions change 

 Successful companies plan the work and work the plan ï this ensures that the 

quality of work is improved by planning and the quality of planning is improved 

by regular assessment of the work  
 

The Branch Marketing Plan 
 

¶ Is the structure which focuses and coordinates the marketing and business 

development activities of the branch and its staff 

¶ It assists branch management in answering the following questions:  

 

(a) Where is the business now and what sort of business is it? 

(b) In the future, where will the branch business be if marketing activity is carried 

on as previously? 

(c) Where should the branch be developing its business in the future? 

(d) What actions are necessary at branch level to obtain this business?  

(e) What methods should be adopted to monitor progress and report results? 

¶ The branch plan goes through a series of changes which together form the 

planning process 
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¶ Even in banks where the production of branch marketing plans is not formally 

requested and individual branch objectives are set by head office, they remain 

critically important in helping to verify these objectives and in the planning of 

how these objectives are to be achieved 

 

The Branch Planning Process 

 

 Is similar to the marketing planning cycle – the five stages are: 

 

(a)  Situation Analysis 

 

¶ Involves an analysis of the local environment in terms of trends, developments 

and changes in: 

 

1. The local economy 

 

(a) New housing developments 

(b) Retail, leisure, agricultural, and industrial developments 

(c) Main employment types 

(d) Employment / unemployment prospects 

(e) Housing type (private v public). 

 

2. The local population 

 

(a) Age profile 

(b) Social class 

(c) Commuters v local employees. 

 

3. Influential groupings / publics 

 

(a) Chamber of Commerce 

(b) Rotary Club 

(c) Professionals (influential lawyers, etc.). 

 

4. Competitors 

 

(a) Local standing 

(b) Local strengths and weaknesses 

(c) Changes in direction or personnel. 

 

5. The branch‟s current situation relative to competitors   

 

(a) Current and past sales performance for different customer groups and 

product types 

(b) Personal and corporate customer profile 

(c) Image / reputation in the local community 

(d) Facilities (car park, ATM, etc.) and services offered 

(e) Location and design of bank branch. 
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¶ A SWOT analysis should be done to highlight the strengths that can be used 

effectively to attain the marketing objectives and those that can be overcome 

quickly 

¶ A SWOT analysis is useful for categorising opportunities and threats into short, 

medium and long term opportunities and threats 

 

(b) Business Development Objectives 

 

 Branch objectives are generally short term and should be compatible with the 

bank‟s corporate and marketing objectives, covering areas such as:  
 

(a) The number of new accounts 

(b) Sales targets for key services – measured either in number or penetration 

terms 

(c) Revenue earnings targets 

(d) Increase in lending targets. 

 

 Care must be taken to ensure that the objectives are:  

 

(a) Timed 

(b) Measurable 

(c) Challenging yet achievable. 

 

(c) Business Development Strategy 
 

¶ Focuses on defining the bank‟s target markets and developing suitable marketing 

mixes to meet the objectives 

¶ At branch level, there may be limitations on the nature and the extent to which 

marketing mix elements can be changed from those imposed by the bank 

¶ The branch should determine the level and type of support, i.e. promotional 

support required from head office in order to meet their branch development 

objectives 

¶ Cost implications must be considered – the whole branch planning process should 

be based on careful comparison of the profit contribution from meeting the 

planned objectives with the existing or obtainable resources  

 

(d) Development of the Implementation Plan 

 

 The implementation plan or action programme allocates responsibility and 

accountability – several major banks appoint a person in each branch to be the 

branch marketing organiser 

 The branch marketing organiser should not be expected to do all the business 

development work, but should: 

 

(a) Help to identify business development opportunities 

(b) Monitor the progress of the business development efforts and compare and 

contrast results with the branch marketing plan 

(c) Keep branch staff up to date with activities and progress 

(d) Coordinate the local programme with the bank‟s national programme of 

campaigns and advertising 

(e) Look after the quality and content of in-branch displays. 
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 As the organiser‟s experience grows, their function can be broadened to include 

an advisory or educational role towards other branch staff 

 

(e) Implementation of the Branch Marketing Plan 

 

¶ If the marketing objectives are not being achieved, analysis must be undertaken, 

i.e. are the objectives unrealistic or is the wrong type of action being taken to 

achieve the goals?  

¶ Full scale reviews and evaluations must be carried out at specified periods to 

examine performance against target, and to set or revise goals 

 

Rationale and Practice for Internal Marketing 
 

 Internal marketing is the application of marketing assignment principles to the 

employees of an organisation – the concept originated from services marketing 

 The essence of internal marketing is that every employee and every department in 

the organisation is an internal customer and / or supplier 

 The objective is to optimise the firm‟s operations by ensuring that every 

individual and department provide and receive an excellent service 

 The objectives for internal marketing are: 

 

1. To treat employees as an internal market for the firm‟s offerings as well as for 

its external marketing programmes 

2. To create an active, coordinated and goal-orientated approach to all employee 

efforts 

3. To emphasise that people, functions and departments internal to the firm are 

internal customers, to whom internal services must be provided in the same 

customer-oriented manner as to external customers. 

 

 All activities planned for external customers must firstly be perceived and 

evaluated by its own personnel 

 Successful marketing implementation is unlikely to be achieved if employees: 

 

(a) Do not believe in the promises given by external marketing activities and  

campaigns 

(b) Do not the skills to deliver a service 

(c) Disagree with the rationale or content of the marketing plan or feel that they 

do not have the skills to perform as required. 

 

The Product 

 

¶ Consists of the market strategies and the market plan in which they are described 

¶ The internal product are those values, attitudes and behaviours needed to make 

the marketing plan work effectively 

¶ In extreme cases the hidden product can be the employee‟s job as it is defined by 

the marketing strategy 
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Price 

 

 Is what we are asking our internal customers to pay when they buy into the 

product and the marketing plan 

 The importance of the price element is key – it can present managers with barriers 

and obstacles when attempting to implement marketing plans 

 

Communications  

 

¶ Is the media used to inform and persuade personnel, e.g. written summaries, 

reports, newsletters and face-to-face presentations  

 

Distribution 

 

 Concerns the physical and socio-technical venues where the product is delivered, 

e.g. meetings, seminars, social occasions training sessions, etc. 

 

Internal Market Research 
 

¶ Marketing research techniques can be used within the company to determine who 

or what has to change, in what ways and by how much 

¶ As with external marketing, results must be monitored through market research – 

this should cover staff morale, commitment and customer perceptions of the 

firm‟s progress in delivering services 

 

Internal Marketing Targets 
 

 Internal marketing programmes should be directed at chosen segments or targets 

within the market which should be derived from the goals of the external 

programme 

 The internal marketplace can be segmented at the simplest level by the job roles 

and functions played by groups of people, e.g. top management, other 

departments, marketing and sales staff 

 Alternatively, we could anticipate key sources of support or resistance to the 

external marketing plan and identify possibilities for persuasion and negotiation – 

the rationale is to convert opinion leaders in the organisation so that others follow.  

 

 

 

 

 

 

 

 

 

 

  


