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Abstract:- 
 
The present study attempts to  identify  the  effectiveness  ofCRM and to 
determine the lacunae in the process  of  CRM  by  establishing  an  empirically  
tested CRM model. 
Analytical and descriptive types of research have been carried out forthe 
purpose of the study. The majority of the study is conducted using primary 
data.Simple Random Sampling Method is used to gather the primary data. The 
sample for theresearch study is selected scientifically. Two sets of 
questionnaires have been used for thestudy to collect information from 
Customers and Bank Employees. 
Findings: The average mean scores of six elements of CRM of customers and 
employeesare 
21.23 and 24.53 respectively. This parametric yield is a perfect projection of 
customers and employee’s perception. Since the services/facilities are offered 
by the banks, it isconsidered to be 100% for CRM effectiveness. The total  mean 
scores of  the employeesare  considered as the effectiveness of CRM in  customers’  
perceptions.  The  percentagedifference  would reveal the effectiveness side of 
CRM  as  well  as  the  lacunae  in  theprocess.  The  model  concludes  that the 
customers’  perception  of  the  CRM  elements  iseffective  at  86.55% 
(21.23/24.53*100) level and the lacuna is 13.45%. The  banks  have  toemploy  
specific strategies to fulfill the lacunae in the process of  CRM  and to  obtain  the 
fulleffectiveness  of CRM. The study has given a clear message that the real 
challenge beforethe  banks  is  to translate sentiments into dealings, and a 
dealings-based relationship into apsychologically linked and dedicated one 
within a time period. 
Novelty: The studies have developed an empirically tested CRM model  for  the  
banks  to acquire new customers and retain the existing ones. 
Keywords: Customer Acquisition; Customer Retention; Customer 
Satisfaction; Customer Loyalty 

 
1. INTRODUCTION 
The quintessence of the knowledge revolution and the world wide usage of  
internet  has enabled the businesses to establish  a  better  relationship  with  their  
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respective customerswhen compared to the past. The present day organizations 
have great scope and wideopportunities to service their customers in the best 
possible manner. Customer acquisitionand retention can be practiced by  the  
firms  in  a  well-established  manner  than ever before.The primary goal is to 
convert these relationships into superior productivity by multiplyingthe 
purchase rates and also by decreasing the cost of acquiring new customers. 

Thisinsurgency in Customer Relationship Management (CRM) is 
considered as the new“mantra” of marketing. Originally, marketers were 
concentrating more on acquiring newcustomers for the products and services 
offered by them. This was made possible throughhuge investment on 
advertising and sales promotion activities. But nowadays, there  is aparadigm 
shift from customer acquisition to customer retention. The focus is shifted 
fromacquiring new customers to retaining the existing ones. New sets of plans 
and policies have to be adopted to carry out the same. 

 
2. CUSTOMER RELATIONSHIP MANAGEMENT 
CRM is a primary business of each venture and it demands a overall tactic and 
course ofaction to make it victorious [1]. CRM is a complete movement which 
offers flawless amalgamation of each every aspect of business that establishes 
a contact with the customer viz., advertising, sales, consumer service by 
combining men, materials and methodology with the help of the internet. 

2.1  Customer Relationship Management In Service Industry 

CRM is recognized as the principal goal of marketing and the primary 
objective of any business. Particularly, in service industries, it is specifically 
stressed as the cost of maintaining an existing customer is much less than 
acquiring a new customer in a servicetransaction. It is a well-accepted fact 
that associations with the customers prosper whenmarketers take the extra 
effort to reach the customers and to satisfy their unsatisfiedneeds and 
expectations. Service industry has been the forerunners in implement ing 
CRMpractices [2]. 

 
2.2  Customer Relationship Management In Banks 
The instigation of financial sector  reforms  has  led  to  swift  progress  in  the  
banking industryin India. The influence of financial sector transformation aimed 
to increase theeffectiveness and the competitiveness of  the  monetary  structure.  
The  establishment andthe functioning of new generation technology driven 
banks have given a new face to the Indian banking industry. CRM is a  vital  factor  
to  improve  the  performance  of  the  banks [3].In order to excel in their services, 
the present day banks have shifted their focus from thetwin functions of 
accepting of deposits and lending of loans to anytime and Anywhere Banking. 

Customers are considered as the fundamental  non-core  financial  asset  by  
the  banks across the  globe  in  the  present  day  scenario.  Courteousness,  
correctness  and  rapidity arethe imperative factors in the efficient running of a 
bank. A highly satisfied customer willmarket for the bank and bring in more new 
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customers  to  increase  the  business  of  thebanks [4].The banks should adopt  
novel  strategies  and  policies  to  decide  on  what  to  offer, whom tobe focused, 
when to approach, how to promote and be unique in product and serviceofferings 
to increase their profitability. 

Banks need to make a difference  in  them  by  offeringgeneral  products  to  
meet  the general demands of the customers and to offer customizedservices for  
the  specific requirements of the customers.Banks  should identify  right  type  
products  for  the  right  type of customers. This would helpthe banks to serve the 
customers in the with utmost cost efficiency. This will lead thebanks towards 
customer satisfaction and customer loyalty. 

 
 

2.3  Statement of the Problem 
There is a revolution happening in the banking industry. The customers are  
occupying theCentre stage outshining other factors. The customers are  flooded  
with  lot  of informationand becoming more tech savvy. This has increased the 
competition among the bankers.The competitive forces over the years are 
compelling the banks to concentrate more onincreasing the number of customers 
and in providing better service quality. In other wordsCRM has become a major 
focus for the banks. 

The banks in the present era are facing stiff competition and they are 
struggling to find a place in the industry. They have realized the fact that CRM is 
a powerful tool to achievesuccess in their business. CRM is an effective tool for 
the bankers to acquire newcustomers and to retain the existing ones. CRM in the 
banking sector is of strategic importance [5]. 

 
2.4  Need and Importance of the Study 
The present study concentrates on the various issues of CRM practices of the 
Public Sector, New Private Sector, Old Private Sector and Foreign Banks.The 
banks are confronting numerous problems in attracting new customers and 
inmaintain the existing  customer base. The technology advancement has led 
toknowledgeable customers and as a consequence, the customers’ loyalty is 
facing a downtrend.Two strategies are identified for  increasing a bank’s 
market penetration; one is toconcentrate on acquiring new customers  and the 
other is to maintain the existingcustomers. Inspite of applying the above 
strategies, not all the customers are retained andas a result, the organization’s 
need to identify those customers at risk of leaving in order toreduce 
defections becomes vital [6]. 

Implementation of CRM poses a greater challenge to the banks after 
acquiring thecustomers. The various  ways  and  means  through  which  CRM  is  
implemented  by thebanks determine the success or  failure  of  the  entire  
concept.The  banks  should concentrate highly on the valid elements of their 
CRM strategy forgenerating customer 
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satisfaction and customer loyalty. This will be possible only with thehelp of 
effective and efficient communication with the customers.  Effective  
interactionbetween  the  bankers  and the customers will help the banks to 
implement CRM in the bestpossible manner  [7].Any concept which is 
implemented would yield better results only when the  same  ismaintained over 
a period of time. 

CRM is not an exception to this rule.A Customer Information System 
(CIS) is very important in disseminating the customer datato the managers. 
There exists  a wide  plays the role of boundary spanning that managesand 
distributes customer information. But the space between marketing and 
InformationTechnology affects the effective implementation of  CIS. The CIS must 
be modified in orderto establish a better communication system between the 
customers and the business [8]. The banks cannot be assured of the fact that 
their customers would continue to transactwith them once the relationship is 
established. With many financial institutions now offeringmulti-channel 
access, customer relationships are becoming more complex to handle. 

CRM can be used as the best tool for information tracking about the 
previous interaction ofthe customers with the business. CRM can generate a 
comprehensive report about thetotal customer interaction. CRM can supply 
data to all the departments to deliver betterservice quality. CRM is a powerful 
tool in the hands of the businessmen to survive intoday’s competitive world 
[9].The success of the entire concept of CRM depends on its  ability to generate 
customersatisfaction. A highly satisfied customer will continue to find ways 
to strengthen therelationship with the banks.The banks should collect 
information relating to the present levels of customer satisfactionand their  
vital determinants. This would help them to narrow down their efforts to 
workmore towards customer satisfaction. The location of the branch, the 
courteous and friendlyattitude of the bank employees are the key 
determinants of customer satisfaction in the banking industry [10]. 

The pinnacle of success of CRM applications would be reached if the 
bank is able togenerate customer loyalty. Loyalty is considered to be the 
ultimatum as far as CRM isconcerned.Total Customer Experience (TCE) is 
essential to maintain Lasting Customer Loyalty (LCL) taking into 
consideration the impact of Liberalization, Privatization and Globalization in 
thedeveloping and developed countries. TCE is portrayed in the form of  
physical, emotionaland value chain moments [11].In the modern competitive 
era, the financial institutions particularly public sector banks need to develop 
their service quality, to gain competitive advantage, based on theknowledge 
discovery from the old data bases by adopting new technologies to improve 
their service quality for retaining the existing customers as well as to increase 
the domainof new customers. 

But, the adoption of new technology in such financial 
institutionsbecomes a challenging task due to different internal, external as 
well as technologicaluncertainties faced at the primary stages [12].The 
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present study has also made an earnest attempt to  develop an empirically 
testedCustomer Relationship Model which could be used by the  banks to 
enhance theeffectiveness of CRM. 

 
3. OBJECTIVES OF THE STUDY 

• To examine the effectiveness of CRM in banks with respect to CRM 
elements 

• To identify the effectiveness of CRM and to determine the  lacunae  in  the  
process ofCRM by establishing an empirically tested CRM model. 

 
4. LIMITATION OF THE STUDY 

• The study has been conducted only in the sample area. 
• The study is based on the perceptions of customers and the views of the 

bankersbased on the current scenario, which might change in the 
future. 

 
5. MATERIALS AND METHODS 

1. Research Design Analytical and  descriptive  type  of  research  has  been  
carried  out for the purpose of thestudy. The majority of the  study  is  
conducted  using  primary data. 

2. Sources of Data The Primary data for the purpose  of  the study  has been  
gathered from the Customers andthe Executives of the Nationalized 
Banks, old and New 
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Private Sector Banks, andMultinational Banks.Secondary data has 
been collated from a range of print and online sources. 

3. Sampling Technique Simple Random Sampling Technique is used 
to gather the primary data. The sample forthe objective of the study is 
selected scientifically. 

4. Questionnaire Two different varieties of questionnaires have been 
utilized for achieving the objective ofthe study which were gathered 
from 

1. Customers 
2. Bank Executives 

 
6. RESULTS AND DISCUSSION 
6.1  Effectiveness Of CRM In Banks With Respect To CRM Elements 
The effectiveness of CRM is determined through matching opinion of customers 
and bankemployees with respect to the six CRM elements. 
The following elements of CRM areidentified for the purpose of study:- 

1. Customer Acquisition 
2. Implementation of CRM 
3. Maintaining CRM through General Policies4. Maintaining CRM 

through Specific Strategies 
4. Customer Satisfaction 
5. Customer Loyalty 

 

Table 1: Effectiveness of CRM in banks with respect to 
CRM elements 

 
Table 1 clearly shows that there is significant difference between the perceptions 
of the customers and the views of the bank employees as far as  customer  
acquisition  isconcerned. The efforts taken by the banks to acquire more number 
of customers are  notsufficient  to expand the customer base. The  customers  are  
not  very  much  appreciativeabout  the initiatives taken by the banks in acquiring 
customers. In  comparing  the  meanvalue  of Customer Acquisition it  is  found  
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that  the  bank  employees  possess  high  meanvalue  4.20. This clearly indicates 
that the  bank  employees  are  highly  confident  inexpressing  their  opinion about 
customer acquisition process. 

But the customers slightlydiffer from the perceptions of the bank 
employees in this context [13]. Therefore, it cans be concluded that the strategies 
employed by the banks in acquiring the customers do notreach the  customers  as  
desired.  It  needs  more  strategic efforts on the part of the banks toplease the 
customers over the customer acquisition process.The table further indicates that 
there is significant  difference  between  the observations ofthe customers and 
the outlook of  the  bank  employees  as  far  as implementation of CRM 
isconcerned. The initiatives of the banks to implement CRM  into practice are not 
sufficient.The customers are yet to give a  serious  look  into the  concept  of CRM. 

In comparing the mean value of Implementation of CRM it is found that the 
bank employees possess highmean value 3.92. This clearly indicates that the  
bank employees are very positive instating their outlook about implementation 
of CRM. But the customers 
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faintly differ from theviews of the bank employees in the same context. 
Therefore, it can be concluded that thetactics utilized by the banks in 
implementing CRM do not accomplish the purpose aspreferred. It needs more 
deliberate efforts on the part of the banks to convince thecustomers over 
implementation of CRM.The table points out that that there is significant 
difference between the  awareness  of  thecustomers  and the  attitude  of  the  
bank employees as far as maintaining CRM throughgeneral policies are 
concerned. 

The enthusiastic efforts of the banks to maintain CRM arenot very well 
appreciated by the customers. The customers are slightly reluctant 
inaccepting the same. In comparing the mean value of Maintaining CRM 
through GeneralPolicies it is found that the bank employees possess high 
mean value 4.10. This clearlyindicates that the bank employees are  very 
positive in mentioning their views aboutmaintaining CRM through general 
policies. But the customers slightly differ from the viewsof the bank 
employees in the same context. Therefore, it can be concluded that thepolicies 
employed by the banks in maintaining CRM do not achieve the purpose 
aspreferred. 

It needs more conscious efforts on the part of the banks to persuade 
thecustomers over maintenance of CRM. The table also denotes that that 
there is significant difference between the understandingof the customers 
and the approach of the bank employees as far  as maintaining CRMthrough 
specific strategies are concerned. The banks are exploiting all possible 
sources tosustain CRM by adopting various strategies. But, the customers  are 
taking their own timeto accept the same. In comparing the mean value of 
Maintaining CRM through SpecificStrategies it is found that the  bank 
employees possess high mean value 3.90. 

This clearly indicates that the bank employees are affirmative in stating 
their position about maintainingCRM through specific strategies. But the 
customers differ from the views of the bankemployees in the same context. 
Therefore, it can be concluded that the strategies adoptedby the banks in 
maintaining CRM do not realize the said objective. It needs more 
plannedefforts on the part of the banks to influence the customers over 
maintenance of CRM.The table strongly points out the fact that there  is  
significant difference between theopinion of the customers and the 
estimation of the bank employees as far as customersatisfaction concerned. 

The banks are very much concerned about delivering absolute satisfaction 
to the customers. But, the customers are yet to be satisfied.  In  comparing  
themean  value  of Customer Satisfaction it is  found  that  the  bank  employees  
possess  highmean  value  4.23. This clearly indicates  that  the  bank  employees  
are  constructive  in  statingtheir  opinion about Customer Satisfaction. But  the 
customers  differ  from the views  of  thebank  employees in the same context. 
Therefore, it can be concluded that the strategiesfollowed by the banks in 
achieving customer  satisfaction  do  not  realize  the  said  objective.It  needs  
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more sustainable efforts on the part of the banks to satisfy the customers. 

Finally, the table brings to light the fact that there is significant difference 
between theestimation of the customers and the inference of the bank employees 
as far as customerloyalty is concerned. The banks never leave any stone unturned 
in the process ofgenerating loyal customers. But, the customers have their own 
reasons  to  switch  over toother banks. In comparing the mean value of Customer 
Loyalty it is found that the bankemployees possess high mean value 4.2018. 

This clearly specifies that the bankemployees are assured in stating 
their views about customer loyalty. But the customersdiffer from the views 
of the bank employees in the same context. Therefore, it cans be concluded 
that the approach of the  banks  in reaching their ultimate aim of 
constructingcustomer loyalty is not as successful as desired. It needs more 
intended efforts on the partof the banks to generate customer loyalty (Figure  
1). 
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Figure 1: Customer Relationship Management Model in 

Banks 
 
The present research ascertained six elements viz. 

1. Customer Acquisition 
2. Implementation of CRM 
3. Maintaining CRM through General Policies 
4. Maintaining CRM through Specific Strategies 
5. Customer Satisfaction 
6. Customer Loyalty 

Influencing CRM in banks since, it is a relationship there should be a  
correlation betweentwo objects namely customers and banks. In fact, banks 
are represented by theiremployees and their perceptions. The main aim of 
this research is to identify the Effectiveness of CRM that prevails between 
customers and banks. During this verificationprocess the literature reviews 
profoundly identified the above mentioned six elements torepresent the 
effectiveness of CRM. The model is created to establish the 
relationshipbetween the customers and the banks. The efficiency of 
customers and their behaviouralaspects are widely segmented based on the 
demographic variables.Income, assets, education, gender, marital status and 
age affect banking habits ofindividuals. (Jane et al.). 

The demographic variables are independent and categorical innature and 
the CRM elements are dependent and continuous variables. In  this  context,  
Multiple  Regression Analysis is used to establish the  relationship  between the 
independentcategorical  variables and the average total sum of scores of the  six  



            
 
 
 
                                         ijaiem.com/April 2022/ Volume 11/Issue 1/Article No-1/01-15 
                                                                                                                                           ISSN: 2319-4847 
 
elements  of  CRM.  It  is  found  that  the regression is significantly fit with F value 
3.220. This implies that theawareness of  CRM elements is an outgrowth of 
suitable demographic background.In the present globalized economic scenario; 
each and every individual has frequentinteraction with the  banks.  This leads to 
the level of awareness and exploitation  ofservices/facilities  offered  as  well  as 
ultimate satisfaction. 

Since, the banking habits andawareness of facilities are categorical in 
nature; the same Multiple Regression Analysis isapplied to deduce the 
influence of independent variables on the CRM elements. The F values 3.432 
and 2.329 are statistically significant in explaining CRM in banks. But, the 
sixelements and their significant difference are identified only through the 
parametric meanvalues. 
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The total average means scores of the six elements  of  CRM  according  
tocustomers’ perception arranged them in descending order viz:- 

1. Customer Acquisition 
2. Customer Satisfaction 
3. Customer Loyalty 
4. Maintaining CRM through General Policies 
5. Implementation of CRM 
6. Maintaining CRM through Specific Strategies 

The same type of parametric approach is performed with respect to bank 
employees. Inthis case, the experience of the employees, the nature of bank in 
which they are employedand the various services/facilities offered by their 
respective banks are independentvariables with the same six elements of 
CRM as dependent variables. The  MultipleRegression Analysis revealed the F 
values 2.195, 1.766 and 1.513 are statisticallysignificant in explaining the 
elements of CRM. 
The parametric mean values of theemployees’ perception forces the CRM 
elements in the descending order viz:- 

1. Customer Satisfaction 
2. Customer Loyalty 
3. Customer Acquisition 
4. Maintaining CRM through General Policies 
5. Implementation of CRM 
6. Maintaining CRM through Specific Strategies 

The one-to-one correspondence between  the  customers’  perceptions  and  the 
employees’views on CRM revealed a change in the descending orders of the six 
elements  of CRM. Itis also observed that the mean  values  of  bank  employees  
are  significantly  greater than therespective elements of  CRM  according  to  
customers’  perceptions.  The  Z  values  of  the sixelements viz.,  6.88,  10.25,  
11.63,  14.34,  8.88  and  10.08  are  statistically  significant at 5 %level.The 
average mean scores of  six  elements  of  CRM  of  customers  and  employees are 
21.23and 24.53 respectively. 

This parametric yield is  a  perfect  projection  of  customer’s  and  
employee’s perception. Since, the  services/facilities  are  offered  by  the  banks,  
it  isconsidered  to  be 100% for CRM effectiveness. The total mean scores of the 
employeesare considered as the effectiveness of CRM in customers’ perceptions. 
The percentagedifference would reveal the effectiveness side of CRM as  well  as  
the  lacunae  in  theprocess.  The  model  concludes  that the customers’ perception 
of  the  CRM  elements  iseffective  at  86.55%  (21.23/24.53*100)  level and the 
lacuna is 13.45%. The banks have toemploy specific strategies  to  fulfill  the 
lacunae in the process of CRM and to obtain the fulleffectiveness of CRM. 

 
7. CONCLUSION 
CRM has become an increasingly critical means of developing  and  maintaining  
customer loyalty while also helping the business, migrate to low value customer 
towards greaterprofitability. Bankers can now manage every single contact with 
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the customer to buildlasting relationships and collect data about customer’s 
wants  and  their  manner ofpurchase to customize services, which in turn  would  
aid  to  generate  worth  for thecustomers and the bank. Banks should not stop 
their marketing activities with using thereadily available CRM software. They 
should go beyond the usage of mere technology tosatisfy their customers. 

The banks which implements CRM practices can excel 
theircompetitors. Unbeaten accomplishment of CRM calls for a calculated 
approach. It includesdesigning customer- focused strategies, proper 
implementation of technology and tools, empowerment, of employees and 
enhancing the knowledge levels of customers. CRM isnot only  the technology 
interest; it is a business strategy to select and manage the mostvaluable 
customer relationships.CRM facilitates enhanced performance of the business  
at  every stage of the customer relationship. Though the CRM atmosphere is 
demanding to execute, direct, and promote, the business advantages are 
clear. 

Network and application suites must complement eachother in every area 
of this environment.  In  today’s  competitive  scenario  distinguished  byever  
changing  customer ideals, banks are facing lot of difficulties to maintain 
theircustomer base to recognize 
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extensive advantages. With all the information  at  hiscommand,  the  customer  
has  become very powerful. The customer demands wide range ofvalue added 
products. Customer wants value, value for money, time, and effort. Changehas 
become very common and it is the only constant thing. 

To meet the challenges arisingout of stiff competition and technological 
revolution it becomes necessary to create aspecial bondage with the 
customers. This becomes possible mainly through relationshipmarketing . 
Though loyalty and relationships are not interchangeable, 
relationshipmarketing keeps the link between bank and customers intact  and 
this would at least give achance to the banks to convert a customer to a loyal  
one. Hence, the study has given aclear message that the real challenge before 
the banks is to translate sentiments intodealings, and a dealings-based 
relationship into a psychologically linked and dedicated one within a time 
period. 
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