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Marketing of Financial Services

10 MAY 2002

. Time allowed . Three (3) hours
. Total number of questions : Five (5) questions
Number of questions to be answered . Four (4) questions [25 marks each]

Begin each answer to a new question on a fresh page.

. Answer all questions in English.

. Ablank page is provided at the end of the question paper for rough work.




ANSWER FOUR (4) QUESTIONS ONLY

1. @ The Boston Consulting Group’s (BCG) growth share matrix is a popular marketing tool.

Describe the BCG growth share matrix. [15]
(b) What are the limitations on the usage of the BCG’s growth share matrix for your bank? [10]
(Total:25 marks)

2. @ Describe the macroenvironment factors that affect a financial institution’s marketing strategy.
[15]
(b) What are the microenvironment problems that a bank should consider in its strategic
marketing planning? [10]
(Total:25 marks)
3. @ Describe the differences between conventional and Islamic banking systems. [15]
(b) How are the sources of funds utilised in an Islamic bank? [10]
(Total:25 marks)
4. @ Why is selling becoming an important function for retail financial services and who are
involved? [10]
(b) Compare relational selling strategies with transactional selling strategies. [15]
(Total:25 marks)
5. @ How can a bank structure its sales force? [15]
(b) How does your bank structure its sales force? Why do you think your bank chose this
approach? [10]
(Total:25 marks)
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OUTL INE ANSWERSY

Question 1

Some candidates mistook this matrix for the Ansoff product/market oppatunity matrix. Many were dso not
able to state the limitations on the usage of the BCG growth matrix for their banks.

1 €) Basic Concepts Of The Boston Consulting Group Growth Share Matrix
Figure 1.1 outlines the famous BCG-Growth Share Matrix which allows the dassification of
one’'s Bank’s products acarding to their cash usage and generation along two dmensionsii.e.
relative market share and market growth rate. To be succes<ul, the bank should idedly have a
portfolio of products with different growth rates and preferably different market shares. The
need for a portfolio of businessbecomes obvious espedally in a Small (or Strategic) Business
Unit or SBU.

The Bank requires products in which to invest cash and reg products that generate the cash.
The balance portfolio has dars whose high shares and high growth assure the future and
products that bring prominence to the Bank and hopefully to be turned into cash cow; cash
cows that can be milked and supply funds for future growth and question marks which are
relatively new products that can be mnverted into ‘stars’ with added funds whilst ‘dogs’ are
products that have weak market shares in low growth markets but may generate some cash
along the way though they are gradually phased out in the long run.

Figure 1.1 — The BCG Growth Share Matrix
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Figure 1.2 — A cost experience arve. Cost shown are dedining on a 2% experience arvewith each
doubling of cumulative production
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The growth share matrix stemmed from a discovery by the Boston Consulting Group o
(BCG) regarding the experience curve or leaning curve. In its gudies, the BCG discovered
that this behaviour was not peauliar to production costs alone but to total cost behaviour for a
wide variety of products thus a Bank can also utilise this concept. The basic assumption used
is that the total cost per unit will dedine between 20% and 30% every time total production is
doubled, asill ustrated in Figure 1.2. This curve results from four basic efeds, i.e.

0) Leaning effeds — As more experienceis gained over time, planning, production and
co-ordination become st effedive.

(i) Economies of scde — Total fixed cost of production cgpadty is allocated among
larger units thereby reducing cost per unit (e.g: usage of an ATM investment)

(iii) Substitution — the substitution of lessexpensive resources can help to reduce mst and

(iv) Value engineaing — Innovations and improved technology can product cost benefits

(e.g. platform delivery system have re-engineaed retail banking)

From this smple concept, BCG inferred that if an organisation produce the most units of a
certain products (more than any rival) it would enjoy a powerful cost advantage. Market Share
thus becomes one dimension of the BCG's growth matrix. The logic of the other dimension
(i.e. market growth rate) is rather evident because in a fast growing market, an organisation
would accentuate the experience curve alvantage & well as accéerate the garnering of the
profits avail able.

STRATEGIC DECISIONS

Basicdly the growth Share Matrix helps the Bank to identify four major Strategic thrusts in
terms of market share for the Bank to embark on, i.e:

- Increase market share

- Harvest

- Divest

- Hold market share

From this dudy and analysis of the BCG Growth Share Matrix portfolio, we gain a
competitive insight of the concept for the Bank’s SBU competitive strategy. A summary of the
basic insight for strategic positioning that emerges with due regard to market thrusts and cash
flow implications is presented in Figure 1.3; the latter can be inferred by reverting to the
strategic and as well as cash flow implicaions discussed in Figure 1.1 of this paper.

Figure 1.3 - The Boston Consulting Group — Group Share Matrix

No SBU’s Market Business Investment Net Cash BCG's
' Products Share Thrust | Profitability Required Flow Category
Mutual Fund = | o e High High ero STAR
Currency
. . CASH
Pension Fund Hold Very High Low Zero COW
Venture . .
s
Capital Fund Increase None Very High Negative :
Mix Mutual Harvest Low Disinvest Positive ?
Fund
ik vt | et Negative | Disinves | Postive | DOG

Strategic AlternativesNo.1: Build Market Shares

For the two products, i.e. the Currency Mutual Fund and Venture Capital Fund, | recommend
to build market share and grow them to become leaders in their own riche by investing in
necessary assets and marketing dstribution networks. It requires large infusions of cash plus
top-notch aggressve manageria staff to manage the portfolios as well as monitor competitive
developments.
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For the Currency Mutual Fund that is performing well and have ahigh market share — our
strategy as depicted in figure 1.3 isto increase and build market share and become adominant
leader to alow us to “milk it” when over time it becomes a cah cow. The product needs
further financing is a medium risk business and it also in the growth stage of its product life
cycle. It may still be running a negative net cash flow.

For the newly introduced Venture Capital Fund, which is becming extremely popular, the
strategy is to huild up their share to become astar. It is the introductory stage of the product
life cycle and has grea oppatunities asit isin a fast growing market. In order to develop this
product, the Bank may have to forgo short-term profits and push this product into greder
dominance in the market and also capture a higher portion of the relative market share.
Although extremely high risk in nature, the venture caital fund; over time and provided if the
Bank’s investment dedsions is sound, it should pay off when companies are listed and traded
in the stock market. With such a scenario, the Bank shall benefit in its capital gains which is
usualy tax-freein the Asia Padfic market. Most successul emerging entrepreneurial -driven
businesses generate an average hedthy profit-eaning ration of 1:8 when their companies
beame floated.

Strategic alternative No.2 —Invest

The Pension Fund is the maturity stage of the product life cycle. For that Fund, the market
growth has moderated to 5% per annum. Being well established, it no longer requires
extensive research and development or promotional expenses, yet it is gill enjoying large
volume of business. It is a low risk product and regs high profits from its diverse
investments.

The Pension Fund have a nea strangehold in the market due to its long-standing
establishment and good performanceindex (on the average returns to our investors was twelve
percent per annum). The large caital base seaured in the Pension fund allows the Bank to
diversify into various instruments in order to ward of any cyclicd downturn like we ae
experiencing in this ecnomic downturn.

The Bank should adopt a strategy to hold market share and the cah generated from the
handsome management feeis criticd supparting other matrix of the product portfolio and
financing innovations in funds management. The Pension fund management is considered a
cash cow but the Bank must be aware of competitive efforts to penetrate our business and
takes pro-adive marketing strategy to ward off these thrusts. A strategy available is to nurture
and built strategies alli ance with successful pension funds in other countries to cross &Il and
crossinvest the business and gain goba competitiveness from this leverage linkage. Once
stabili sed, this product can be defended profitably against competitors.

Strategic Alternative No.3 — Harvest

The product to harvest isthe Mix Mutual Funds, due to the stagnant and poa market prosped.
Presently, its competitive market strength is sufficient to permit maintenance of its paosition
without major investments of cash.

Harvesting involves milking as much short-term cash from a business as possible, even
adlowing the market share to dedine further if necessry. The Mix Mutual Fund was
unfortunately launched with a ‘bad timing’, i.e. the airrent Asian ecnomic aisis, inevitably
affects its once rising performance of becoming a STAR. We recommend harvesting the Mix
Mutual Fund until the equity market recovers from its present doldrums.

Strategic Alternative No.4 — Divest

The Equity Mutual Fund is in the maturity stage of the market and suffering a shakeout in the
industry. The Equity Mutual Fund is suffering from poa market position, losing money and
has little dance of positive cah flow. Competitive situational analysis suggests that
maintaining the poa paosition will be tough and expensive and dces not fit into Bank’s long
term corporate mission, i.e. to be aleader in international funds management.

We should consider divesting the Equity Mutual Fund by liquidating the fund so that
resources can be reinvested into more profitable business. At this point of time due to
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(b)

recesgonary trends, the Bank’s Equity fund have performed badly and become DOG over a
period d a yea or so. Returns to investors fell from a high point of 18% per annum to
negative equations and many investors are pulling out and we ae dso experiencing loss of
market share. The Bank should dvest its Equity Mutual Fund by dissolving the fund and
entering into an agreement to joint venture with an Equity fund from another friendly
competitor who have been performing well over the long haul. A joint strategic equity fund
management alliance shall save the Bank from further losses, market deterioration and its
integrity and salvage whatever that is left in the DOG portfalio, i.e. it may still have asmall
net positive cash flow left in its “bones’.

Short Comings of the BCG Growth Share Matrix Concept

Of late, there have been criticisms of the BCG's Growth Share Matrix. Andrew (1981)
described it as a rather vulgar and destructive vocabulary. In pradice the portfolio concept
has been widely accepted in spite of its derogatory connotations — for example who in a
financial ingtitution wants to manage aDOG!

Although the mncept have tested water, amongst the problems the Bank have to be aware of
in utili sing the matrix for its SBU are asfollows, i.e:

0) Problems of Classificaions

The definition of an aacurate market share is of vital importance Relative market
share & used in this example is an index that compares the Bank's strength in
relation to key competitors. In this instance, we ae mmparing our bank against
world classtop ten leading banksin the world. Therefore, if the yardstick is expanded
to include the other European banks like the big four cleaing banks in United
Kingdom; who are dso major players in international funds management, then a
different scenario arises. There ae two traps that surfaces, i.e. one is to define the
market so narrowly that the Bank’s products end up on variably as the leader or so
broadly that the Bank’s products are unredi sticdly represented!

(i) Lack of Applicaions Diredions
The growth share matrix does not clealy compare businessin terms of investment
opportunities. For example, it does not identify amongst the two question marks i.e.
the Mix Equity Fund of Venture Capital Fund, which the Bank’s management should
deddeto develop into a star, and which be dl owed to focus less resources?

(iii) Over Simplifications
Another shortcoming is that it offers only general strategy recommendations without
spedfying how such criticd strategies can be dfedively implemented at SBU level.

(iv) Fail ure to consider long term horizon

Some analyst will abide by whatever the portfolio dctate withou studying the
implicaion of long term effeds. An example is RCA/Zenith/GE divesting in TV
businessby the ealy 70s in the USA. Today, American companies are hard presed
to refocus on the HD TV and hilli ons of dallars have to be re-invested to help them
‘cach-up’. Similarly, some banks are on the merging trail and may divest some re
business As such, a bank should consider its VISION and oHigations to customers
before radicd dedsions are taken, espedally those that will affect its goodwill
customer base and re-investment.

We dl know the adage “Experienceisthe greaest teacher’. With regard to Strategic Planning,
business experience @n infuse important guidelines for analysis for the business portfolio.
However, thisis more redistic in theory than pradice a we tend to neglect past history and its
outcomes. As high technology todls such as database cmputers and business modeling
bemmes easily available, we exped shared experience will be capitalised on more fully in the
future growth share matrix models.
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Question 2

Candidates were @le to describe the maao-environment fadors that affed a financial institution’s marketing
strategy but were unable to identify the micro-environmental aspeds of the bove.

2. @

(b)

M acr oenvir onment

Politi cd and regulatory

The pdliticd and regulatory environment in which a bank operates in has a profound impad
on its marketing dedsion, among others. A stable paliticd environment exudes confidence to
the public, and particularly that of the bank management to continue operations and pcssble
expansion of their banking network, without fear of being nationalised. Legidation is aimed at
proteding companies from hostile takeovers, consumers from unfair business pradices and
the interests of society against unbridled businessbehavior. The banking industry is one of the
most regulated because of bank’s fiduciary responsibility. Thisisto curb excessve risk taking
by banks that may undermine the stability of the e@nomy in the event of bank runs caused by
lessthan prudent lending palicies.

Economic

The eonomic environment consists of fadors that affed consumers gending patterns and
their purchasing power. Purchasing power is measured by the people’'s income, prices of
goods and services, savings and credit that can be aigmented through borrowing. It is also
influenced by government fiscd and monetary pdlicies. Banks would be well equipped to
mee the nedals of their target market by noting the changes in these major economic variables
that is the driving force of the ansumer loans market. This would also affed their pricing
policies o that it is affordable for the arerage consumer to servicetheir borrowings.

Tednologicd
It should be noted that one of the most dramatic forces shaping people lives is technology,

which aso affed other maao-environment forces, and creae spin-off changes in them. For
example, the enforcement of intellectual property rights, a variable of the regulatory
environment. The emergence and proliferation of information technology in today’s business
environment present both oppatunities and threas to organisations, including banks. Thereis
a shift in consumption patterns and marketing systems have to be alapted to med this dift.
For example, people neal not visit a bank for routine transadions as they could link up with
their banks through home-banking fadlities. For instance Citibank introduced a telebanking
service, Citiphone, in which customers can perform various banking transadions; from
pradicdly anywhere through the phone. This displaces the need to perform those transadions,
traditional at branches. Customers can chedk their acount balances, request for acount
statements, make fixed deposit placements and even request for a new cheque bodk without
having to queue. Banks that invest in the technology will have to head-start against their
competitors and capture alarger share of the market segment that they are in a paosition to
service

Sacial and cultural

Social and cultural determinants, in its simplest form can be defined as away of life. It can be
distinguished in terms of people’s ideas and values, beliefs and norms. A culture is leaned
through peopl€e’s interadion with their environment, shaping their attitudes and it changes as
the society faaes new problems and oppatunities. Some people unconscioudly define their
relationship with their environment, other people, nature and organisations. A marketing
impli cations that flows from peopl€e's attitude towards organisations is that banks need to find
new ways to win consumer confidence & more people ae transading with non-bank financial
institutions.

The maaoenvironment is the uncontroll able forces that an organisation has to monitor and
adapt to, by manipulating the marketing mix that can best cgpitali se on the oppatunities and
minimise the negative effeds that the environment has on the organisation.

The Ingtitute of Marketing Malaysia defines marketing means business One of the most
potent tools avail able for an organisation is cdled the marketing mix. The marketing mix is
attributed to Neil H Borden of the Harvard Business Schoal and refers to a set of marketing
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ingredient used to achieve its objedives. A cod seled from a wide range of ingredients and
effectively combines them in different amount to bake asuccessful cake. Similarly, a financial
services manager picks and choases from an extensive set of ingredients in order to find the
right redpe of success. The thrust of the financial industry is more difficult than that for
consumer of industrial goods because it is a serviceindustry. Services are intangible and much
more difficult to padkage, sell or be demonstrated to the consumers.

Product

Financial service product include mortgages, savings acaunts, fixed deposit, hire purchases,
business loans, overdrafts, export finance, foreign exchange, credit cards, insurance, stock
brokering, trustee services and mutual funds. These ae intangible, difficult to visualise, touch
or smell and are usually mans to an end. For example, a loan to a business could be used to
suppat business expansion and life insurance padlicy is to provide @verage for the family’s
dependantsin the event of an untimely deah or disablement for the breadwinner.

Place

Most financial services are sold through the ‘placé or the branch. As such, financia
institutions have invested heavily in bricks and one inherent advantage of branch outletsis that
the financial institution becomes part of the living community, form the social-economic
perspedive.

Nonetheless there gppeasto be ashift from traditional branchesto other new acessble retail
outlets. In the USA, Seas & Roebuck entered the financial services industry with a new
breathrough — a spedal centre in their retail supermarket outlets. Citibank is experimenting
with mobile ‘petrol kiosks-like outlet’ known as Citistations in the USA. Standard Chartered
Bank has pioneeaed drive-in banks in Malaysia, which is gill popular with its customers in
Kuala Lumpur.

Another well-known technologicd development, which is challenging the nature of the place
istheintroduction of ATMs as well as shared ATM networks. Some ATMs are found in non-
financial institutions building such as fadories, petrol-kiosk, shopping complexes, public
transportation aress. In shared ATM networks, consumers can acess an ATM a a
competitor’s branch as a result of the tie-up amongst the banks and finance @mpanies on
ATM redprocity. Financial services are extended one stage further by offering the corporate
eledronic services. The next line development will be towards homebanking in line with the
Multimedia Super Corridor developments. This will become more accetable if the whole
concept of home financial services is expanded to include videotext and teleshopping, and if
home @mputers become @ affordable & televisions. The idea of homebanking would
ceatainly be acceted by the 21st Century generations of consumers acdimatised to
technology.

Promotion

As with consumer goods, financial service needs promotion in order that the products are
made known to the mnsumers. The methoddogy of promotion varies with the target
audience, the design of the product and the business volume expeded. Traditional pradice
consists of the use of advertising, branch displays utilising posters, desktop flyers, brochures,
promotions at locd trade exhibitions and seminars and public relations with the press and
public. The traditional manner for promotion has changed considerably in the last five yeas
where financia services are now being promoted aggressvely through television, radio and
bill boards advertising.

Also, emphasis has shifted from conservative image alvertising to focussing on new products
and feaures or unique selling points (Hong Leong s Teleloan & Citibank’s Mortgage Power).

Other new diredions for financial services are dired mail campaigns at targeted audiences and
the introduction of full-time sales personnel spedalising in marketing of financial services.
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Price

The bottomline is what counts most in business For financial ingtitutions, the pricing of
products are refleded in the interest rates and servicefees. Theinterest rate is usualy refleced
in the percentage on top o the bank’s base lending rates. Due to regulation, pricing for some
bank’s products are undifferentiated and the prime example is the fixed interest rate for
priority lending on mortgages for houses below RM100,000 in purchase value. For such
mortgage products, pricing in interest rates is not a player in the marketing mix. Corporate
treasurers are nstantly seeking finer rates on foreign exchange for their treasury
management and pricing for such products by banks are of vital importance

Pricing of financial products is further complicated by the other ‘7 PS' which will determine
the lever of pricing. For example, the marketing of gold credit card dffers from the normal
credit card of the same heritage. Consumers are willing to pay a higher premium on entrance
and subscription fees in return for the prestige, better service, greaer flexibility and higher
credit limits of agold card. As such, the perceived better value products for upmarket service
is a function of the other “Ps’ of the marketing mix and consumer behaviour and attitudes
prevaili ng in the society. In general, well-developed pricing policies can provide goodyield to
financial institutions. Sometimes, financia institutions who are more than its budgeted
deposits or liahiliti es bodked into its bodks, may price itself out of the market by offering
lower rates than others (e.g. fixed depaosits).

People

Selling efforts by financial institutions take both a personal and impersonal form. Due to their
intangible nature, financial services ladk the form and touch of consumer products. The
delivery mechanism is through branch staff and the way staff ded with customers in an
integral part of the product itself. Hence, persona selling and courtesy in conducting the
businesscourts, as the service may be the most important feaure of the product being sold.

This is the pertinent to financia products, which are complex and need personal clarification
and sdling. It is of relevance to many corporate sedor businesses, loans transadions and
marketing of lifeinsurance palicies.

Financial ingtitutions therefore should place gual emphasis on training for their people.
Training in product knowledge, selling, and the alvisory role must be @nducted in the
outmost professonal manner. Personal attention to appeaance, courtesy in communication
and commitment to service must be instill ed in the personnel.

Another important asped is the standard of service A company may have alvertised a
message that spells “ counter service within 30 seconds and served with warm, friendly smile”.
If the front line suppart staff are not informed not trained to provide this level of service the
whole promotional campaign will be termed as a disaster, as the alvertising message is neither
congruent nor synergistic to suppart the other Psin the mix.

The quest for science in marketing mix is a dilemma. With the availability of modern
computers, databases and sophisticated market reseach-cum-surveys, marketers are now in a
better position to design the marketing mix. Marketers have learned to subjed their mix to
empiricd check and measurement. The marketing mix, however, does not guarantee business
success Any productive answer for this year may well be challenged in the next. Product or
services will be introduced improved or made obsolete. Prices may be undercut or margin
undermined.

Promotions can be upstaged o drowned out. As alternatives or opportunities emerge, the
placeof distribution can become unproductive or less stisfadory.

Fortunately, the task is not as daunting as it sounds. Most financial institutions have
established customers and competitive information. They know what customers will want in
the immediate future. Mgjor maao upheavals, such as the current economic aisis facel by
Malaysian banks has caused the e@nomists and statisticians to take the risk and look into their
“crystal-ball” to postulate afuture outlook for the businessinsteal of being over pesamistic
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and just keg on raising the Base Lending Rate and balance the asst and liability
management.

Every marketer must dedde how much time and money to invest in ead of the five areas of
strategic marketing planning.

Question 3

This question was generally well attempted as the concept of Islamic banking and conventional banking was

well understood

3.

@

(b)

Islamic banking isinteresting for banking system that undertakes business, trade adivities and
al forms of transadions on basis of fair and legitimate profits, principally in the risk of equity
participation on profit & loss saring principle. It was introduced by the pionee Bank ISamin
Malaysiain the mid 8Gsi.e. in 1983 Today, most conventional Malaysians as well as foreign
banks have introduced this system to coexist with its conventional banking system.

Two important feaures of Islamic banking is the role of syariah and the problems of RIBA.
Syariah is an Idamic emnomy that promotes mutual cooperation and social responsibility to
al its members. Asaresult, profiteeing from a banking relationship or transadion is sorned.

RIBA is universally related to mean interest, espedally excessive interest, which is “haram”.
Payment or recapt of interest is considered usury and is thus prohibited in a total Islamic
banking system. Therefore this is a hallmark difference between conventional versus Idamic
banking.

The primary objedive of the mnventional banks is to maximise the wedth of its owners.
Contrasted to this, Islamic bank views the greaer importance to the public over its owners.
Under the Syariah principle it isthe Muamalat concept besides | badat which is the relationship
of man to God. Idamic banks utilises' deposit to serve the benefits of an Islamic society in
general to fulfill its ecmnomic and social goals.

As Islamic banking engages in profit & losssharing arrangements, depositors are viewed co-
shareholders of the bank and are entitled to benefit from the profits eaned by the Islamic bank
as well as share the burden of losses too. Hence, a depasitor is regarded as holding equity
pasition in abank. In conventional banks, depaositors are paid an interest for usage of its funds
by the banks. Such depositors are guaranteed of interest eanings and do not share loses
incurred by the bank. Thus depositors are treded as a debtor versus creditor. Depaositors in a
conventional bank are treaed as liabiliti es whereas they are not treaed in this manner by
Islamic bank.

Under Islamic banking, sources of funds are under the scrutiny of a Religious Board e.g.
Syariah council that has to appraise the Ilamic banking products and system of its consistency
with the Syariah principles and pradice

Islamic bank can raise funds through issue of shares and deposits from customers. Deposits
are dso treaed as dares and their nominal value is not guaranteed. There ae four primary
acounts:

0) Current Account under the principle of A Wadiah Y ad-Dhamanah law — where the
bank seeks permission from the depositors to use funds for as long as the money is
kept at the bank. Customers can withdraw on demand and bank gve assurance to
return the balance but depositors do not receve ay returns.

(i) Savings and credit acounts — based on Al Wadiah law. Some banks offer no returns
othersinvest depasits on profit and loss $aring basis.

(iii) Investment acounts — based on the Al-Mudharabah law are based on two major
instruments, i.e. General Investment Account (GIA) a speda Investment Account
(SIA). Under GIA, the bank as a custodian managing the funds. Both parties agreed
on the profit and lossratio. If the investment suffersaloss, GIA depositors will face a
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losstoo. For SIA, the depositors pedfy the manner in which the deposits are to be
used by the bank. Profit from such adivities are paid to the austomers and bank and
acounts are mainly direded at government bonds and corporate funds. It is based on
an equity participation system.

(iv) Other is the Qard Hassan on socia service fund, which is a fourth banking account
based on social consideration of an Islamic emnomy. Basicdly, it is funded by Zakat
monies and also a portion of the bank’s investment. Such fund is used for benevolent
situations to individuals fadng exceptional circumstances like illness, acddents,
weddings or funerals, etc.

Question 4

¢ Many candidates mistook the question on selling retail financial services, for marketing mix.

e Thequestion on the differences between relational and transadional selli ng strategies was well answered.

4. @

(b)

The importance of selling is increasing in Malaysia due to the intense cmpetition amongst
banks and with the proliferation of new innovative and repadkaged banking products. Personal
selling of financial servicesis an important key feaure of financial services because the latter
is inseparable — the production and consumption are often interlinked. Therefore, banking
services invariably involve some dired or indired contad between the customer and bank.

Such services is best serviced and achieved by persona selling. Sales gaff can probe into
customers' needs and advise on financial padkages to med individual needs. Everyone in a
bank plays an equitable role in selling — sometimes the customer service representative, teller
etc can asgst customers to seek the right products. Selling function in this resped does not
only entail aspedalist sales gaff but everyone in the bank can be trained in selling of the bank
services.

Persona selling is equally important for both the retail and corporate banking division.
Corporate banking customers usually are more sophisticated and demanding on bankers to
mee their complex financial neads and planning. In this resped corporate bankers have to
bemme nsultants and tailor make banking instruments to meet corporate banking
customers' neals. Thereisa cnsiderable overlap of functions for a crporate banker.

Personal selling is now an effedive tool, espedally with the introduction of financial planning
services foretail customers. Even with the avent of internet banking, persona sellingis dill
evident and necessary to provide the ‘oneto one’ relationship personal touch marketing that is
absent in the borderless internet banking — the key to success in competitive globalised
environment.

Traditionally, the selling functions were ill conceived by bankers customers aike in the 20th
century.

Transadional selling is a high-presaure selling adivist in which customers are ‘ pushed’ to buy
products irrespedive of the need for such products. Transadional means a bank is only
concerned with making a quick sale or transadion; without identifying critical needs and doften
suppated by weak or poor customer service The bottom lime and market share is a
significant importanceto the bank; which leals to an aggressve push for customers.

On the ontrary, relational selling is a astomer-oriented approach to sales. The key to
relational selling is on listening and understanding the customers. Through careful cross
examination, a bank staff uneaths not only the airrent but future financial needs of the
customer. A relational banker spendstime to talk, analyse and advise customers.

Relational selling is aso a well-thought-out selling leveraging on rappat and quality
relationships. This type of selling is essential for successin today’s marketplace which is
charaderised by vigorous competition, lookalike products, customer loyalty, and cquality
products.
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The outcome is pasitive & through relational selling the products recommended will be much
better suited to customer’s nead. Such customers will be more satisfied and be loyal to the
bank. It will lea to repea sales and even future banking referrals to new customers. The
relational selling processwill build effective, long term relationship as it is now essential not
only to ‘obtain a austomer but to kegp them coming bad’.

Over the long haul, it is also a more wst-effedive sales approach and huil ds the bank’ s brand
equity.

Question 5

Candidates answered this question poarly, thinking that the question was on sales cycle when it was asking on
structuring sales force Hence, they also answered part (b) wrongly by putting in points like sales corporation,
training and motivational aspeds, when it asked for how their own banks dructure the sales force.

5. @ Most organisations even banks have problems structuring their sales force On the whole,
organisational structure must be caefully thought through to avoid hureaucracy, redundancy
and confusion to the end user i.e. your customers.

Four ways are available:
(i Geographic
Sdles force can be structured in a geographicd manner. e.g. West Malaysia and East
Malaysia, Malaysia and Overseas branches, etc. This is also known as territorial
structure.
(i) Product
As banks have many products, staff can be trained to spedalise on selling al or
certain products. Such product structure is popular when spedalist know-how is
required. Corporate banking, Retail banking, Custodial banking, Credit Card
Marketing are some @ncepts of product structuring.
(iii) Market
Market segmentation is another todl for bankers. Sales forces are sometimes chosen
to assgn to spedalist customer groups, e.g. Priority banking versus retail banking,
SMI versus multinational corporation aceurts, etc. training Marketing staff and
products are spedally designed to suit such targeted market groups.
(iv) Complex
Sometimes, with the merger of banks, the austomers profile is large and complex.
Sales staff are then chosen, retrained to be acountable for spedfic products and
market combinations.
(b Answer is dependent on bank’ s philosophy, strategy and structure, e.g.
“Bank of Americahas disposed dff itsretail and Credit Card businessin its global competitive
strategic consolidation of its business Bank of America is now focussed on Corporate,
Commercial, SMEs banking with different Divisional structure, staff and products suited to
market its srvices.
It has adopted a market segmentation structure whereby the division is empowered, trained
and acountable for its bank marketing. In the initial phase, customers were unhappy to know
that retail/ credit card are no longer avail able but the management took pains to communicae
and educae the customer of their structural change ad over a period d time was accetable
etc.
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