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"Because the purpose of business is to create a customer, the business 
enterprise has two--and only these two--basic functions:  

Marketing and Innovation 

Marketing and innovation produce results; all the rest are costs. Mar-
keting is the distinguishing, unique function of the business."  

                                                                                                         -Peter F. Drucker 
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Abstract 

Most widely accepted classification of Customer Relationship Management (CRM) systems 

includes operational, analytical, collaborative and e-CRM. While operational, collaborative, 

and e-CRM has received a significant interest among practitioners and scholars, but analytical 

CRM has been mostly neglected by them. The major function of analytical CRM is to support 

strategic customer information provision and customer knowledge acquisition to help achieve 

the final goal of CRM which is to enhance customer profitability. Customer profitability is the 

difference between revenue and costs. The main objective of the thesis is to investigate the 

role of analytical CRM in maximizing customer profitability.   

In order to accomplish the objective of this thesis, a qualitative research approach was se-

lected and a multiple-case study was conducted which consisted of two cases. The cases com-

prised two leading banks with large market share in private banking in Sweden. The primary 

data were collected via in-depth interviews with banks’ managers employing the interview 

guide.  

The analytical CRM system had been implemented and actively utilized by both banks. The 

main finding shows that identical analytical tools, segmentation and profiling approaches 

were used by both banks; albeit minor discrepancies were observed due to the decentralized 

branch banking approaches taken by one of the banks. The Internet was found to assist collec-

tion of more precise data, to increase the analytical ability and to create faster degrees of per-

formance. The results also indicate that customer profitability was highly considered by both 

banks and tactical measures were exercised to augment the customer profitability, particularly 

among the core customers, with providing them extra and personalized services at no charge 

and acknowledging the staffs of the vital importance of this segment of customers to the profit 

of the banks. 

 
Keywords: CRM, Analytical CRM, Core Customers, Customer Behavior Modeling, Cus-
tomer Profiling, Customer Profitability, Customer Segmentation, Private Banking, Sweden 
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1. Introduction 
This chapter starts with research background to give an idea about the area of the thesis to 
the reader. This will be followed by the problem discussion, which will end with an overall 
purpose of our study from which then specific research questions will be formulated. The 
chapter ends with demarcations and disposition of the thesis and a summary of the chapter. 

1.1.   Background 

According to Xu et al. (2002), the battle for customers has never been more intense. Deregu-
lation, diversification and globalization have stimulated a dramatic rise in competition - and 
these unforgiving marketplace realities have forced companies to switch from a product-
centric approach to a customer-centric approach. Rahman (2006) considers increased price 
competition, reduced regulation and reducing consumer loyalty as some reasons that has 
brought customer retention and customer relationship management (CRM), the no. 1 business 
buzzword at the turn of the millennium (Gummesson, 2004), into the marketing limelight.  

Alvarez et al. (2006) stated customer-centric approaches such as CRM have become an essen-
tial part of twenty-first century business. In fact, over the past several years, CRM software 
has been one of the hottest segments in the business solutions marketplace (Ross, 2005). The 
potential opportunity for CRM is huge, as illustrated by Siebel Systems’ bold prediction (See 
Table 1.1)  that worldwide spending on customer-facing technology solutions over the next 10 
years will be nearly five times larger than the total for the preceding decade (emarketer.com, 
2005). 

    Table  1.1. Cumulative Spending on Customer Facing Solutions Worldwide, 1998-2014  
                      (In billions)  

Years Spending(US Dollar) 
1980-2003 661.90 
2004-2014 3,069.50 

    Source: Adapted from emarketer.com, 2005 

According to Xu and Walton (2005), the motivating factors for companies moving towards 
CRM technology are to improve customer satisfaction level, to retain existing customers, to 
improve customer lifetime value, to provide strategic information from the CRM systems and 
to attract new customers. The above-mentioned five factors are the results of four surveys 
done by Sweet (2001-4) from 2001 to 2004. Among them, the first three factors have been 
appeared more important than the last two factors. This shows that most managers accept the 
view that gaining a new customer is more costly than retaining an existing customer.  

Xu and Walton (2005) further contend that the popular CRM systems appear to be: call cen-
ter, contact management, data warehousing, portals, workflow and business process manage-
ment for the purposes of retaining existing customers and developing new customers. 

CRM is a process designed to gather data of customers, to grasp features of customers, and to 
apply those qualities in specific marketing activities (Swift, 2001). Choy et al. (2003) suggest 
that CRM is an information industry term for methodologies, software, and usually internet 
capabilities which focuses on leveraging and exploiting interactions with the customer to 
maximize customer satisfaction, ensure return business, and ultimately enhance customer 
profitability (Xu & Walton, 2005). 



Introduction 

 2

Bose (2002) indicates that CRM involves acquisition, analysis and use of knowledge about 
customers in order to sell more goods or services and to do it more efficiently. This type of 
CRM, Analytical CRM, is referred by Kotorov (2002) as a 360° view of the customer. Several 
researchers have recognized enhancing the analytical power of CRM systems. For example, 
Rowley (2004) suggests that CRM systems include online order, e-mail and knowledge bases 
that can be used to generate customer profiles, and to personalize service. Xu et al. (2002) 
state that CRM technologies allow the organization to gain an insight into the behavior of in-
dividual customers and in turn to target and customize marketing communication and mes-
sages. An analytical CRM should provide customer profiling and customer segmentation 
functions with the capability to identify strategically significant customers with respect to 
their value, volume and cost; therefore, the analytical CRM will assist develop appropriate 
marketing and promotion strategies for each segment and hence increase the customer profit-
ability of each segment. (Xu & Walton, 2005) 

1.2.   Definition of CRM and Classification of CRM  

Among many available definitions of CRM, the following comprehensive definition by Payne 
and Frow (2005) is chosen which best fulfill the purpose of this study: 

‘’CRM is a strategic approach that is concerned with creating improved shareholder 
value through the development of appropriate relationships with key customers and cus-
tomer segments. CRM unites the potential of relationship marketing strategies and IT to 
create profitable, long-term relationships with customers and other key stakeholders. 
CRM provides enhanced opportunities to use data and information to both understand 
customers and co-create value with them. This requires a cross-functional integration of 
processes, people, operations, and marketing capabilities that is enabled through infor-
mation, technology, and applications.’’  

According to Shahnam (2000) and Karimi et al. (2001), a current and widely accepted classi-
fication of CRM systems identifies three categories:  

• “Operational CRM systems improve the efficiency of CRM business processes and 
comprise solutions for sales force automation, marketing automation, and call cen-
ter/customer interaction center management. 

•   Analytical CRM systems manage and evaluate knowledge on customers for a better 
understanding of each customer and his or her behavior. Data warehousing and data 
mining solutions are typical analytical CRM systems. 

•   Collaborative CRM systems manage and synchronize customer interaction points and 
communication channels (e.g. telephone, e-mail, and the web).’’ (Adebanjo, 2003; 
Geib et al., 2006) 

Xu and Walton (2005) added e-CRM as the fourth category in the classification earlier sug-
gested by proposed by Chaudhury and Kuiboer (2002) and Sap.com (2003) and define it as:  

• A web-centric approach to synchronizing customer relationships across communication 
channels, business functions, and audiences (Forrester Research, 2001). E-CRM en-
ables online ordering, e-mail, a knowledge base that can be used to generate customer 
profiles, personalized service, the generation of automatic response to e-mail, and auto-
matic help (Rowley, 2002). (Xu & Walton, 2005) 
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Xu and Walton (2005) argues that the CRM systems that have been implemented by many 
companies are dominated by operational applications such as contact centers, sales and mar-
keting solutions with limited customer knowledge gained from the current CRM application. 
They further argue that the analytical power of CRM has not been adequately perceived by 
many organizations. Sweet (2001, 2002, 2003, 2004) reveals that the application of analytical 
CRM in the UK companies has been low and only a quarter of the UK companies use analyti-
cal CRM. The provision of analytical CRM solutions is limited to some large organizations. 
There is a lack of focus on gaining customer knowledge for strategic decision making from 
CRM systems, and a lack of analytical CRM solutions from vendors. In this thesis, efforts 
have been made to investigate this ignored category of CRM systems. Hence, the focus of this 
thesis is: Understanding the role of analytical CRM in maximizing customer profitability. 

1.3.   Analytical CRM  

According to Greenberg (2004), analytical CRM is the capture, storage, extraction, process-
ing, interpretation, and reporting of customer data to a user (Ibid). Bose (2002) points out that 
the analytical function may be fulfilled by separate systems, such as decision support systems 
and expert systems. These systems are part of an enterprise-wide integration of technologies 
working together such as data warehouse, web site, intranet/extranet, phone support systems, 
accounting, sales, marketing and production. Analytical CRM systems include tools that can 
process the unmixed volume of customer data to support strategic customer information pro-
vision and customer knowledge acquisition (Xu & Walton, 2005).  

Smith (2006) states that analysis of customer data is a key part of CRM. A solid analysis will 
provide companies with a clear picture of who their customer are and what their needs are. 
This information comprises patterns and trends in consumer behavior, customer preferences, 
migratory tendencies, life style, and personal habits that will be used to predict and develop 
future business opportunities (Ibid).  

Xu and Walton (2005) propose that analytical CRM provides real-time information about cus-
tomer’s buying patterns, pre-and post-sales behavior and factors for customer retention. They 
further argue that an analytical CRM should provide customer profiling and customer seg-
mentation functions with the capability to identify strategically significant customers. Cus-
tomer behavior modeling is a process that includes segmenting target customer groups, estab-
lishing criteria for measuring behavior, monitoring and tracking behavior changes, generating 
behavior patterns, and predicting possible future behavior (Ibid). 

1.4.   Analytical CRM and Customer Profitability  

CRM focuses on leveraging and exploiting interactions with the customer to maximize cus-
tomer satisfaction, ensure return business, and eventually boost customer profitability. Cus-
tomer profitability is the difference between revenue and costs (Xu & Walton, 2005). As sug-
gested by Anderson and Mittal (2000), customer relationship profitability arises through the 
acquisition and retention of “high quality” customers with low maintenance costs and high 
revenues (Leverin & Liljander, 2006). 

According to Xu and Walton (2005), one of the major functions of the analytical CRM system 
is to help profile and segment existing customers. Existing customers can be segmented in 
many ways. This can lead to greater understanding about which customers and products have 
the most impact on the company’s operation and strategy. The segmentation enables the com-
pany to provide more attractive and personalized product and service offerings to individual 
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customer groups. Criteria for segmenting customers consists of customer profitability score, 
retention score, satisfaction and loyalty score, response to promotion (Ibid).  

1.5.   Problem Discussion 

González et al. (2004) state that the ability to identify and retain the most profitable customers 
obtains increasing importance as all banks approach identical information and analysis pla-
teaus. Finding ways to keep profitable customers loyal becomes of vital importance as does 
the need to continually search for ways to improve the profitability of these customers.  

However, Storbacka (1997) notes that in order to increase the profitability of customer rela-
tionships, the following segmentation criteria can be proposed applying the principles of seg-
mentation in an RM context: 

• Relationship revenue and relationship cost;  
• Relationship volume;  
• Relationship profitability; or  
• Relationship volume and profitability. (Leverin & Liljander, 2006) 

Leverin and Liljander (2006) argue that the most profitable customer segment is small but 
important to the bank. Therefore, the bank has paid particular attention to the needs and 
wishes of these customers compared with those of other customer groups (Ibid). It has been 
claimed that 20% of a bank’s customers often account for 150% of its profits (Sheshunoff, 
1999). Therefore, financial institutions attempt to maximize their profits by focusing more 
resources on those valuable customer segments. However, as Internet banking becomes an 
effective channel for reaching that 20%, it allows competing banks to target those same cus-
tomers with their own Internet services. Research studies indicate that the Internet banking 
customer provides from two to three times as much profit as the traditional banking customer 
(Cisco Systems, 1999; Brennand, 1999). Internet banking customers have higher deposits, 
more banking products, lower attrition and a lower service cost than traditional banking cus-
tomers with similar demographics; they are also more affluent and more educated (Cisco Sys-
tems, 1999; Brennand, 1999). Nowadays, the profitability of banks depends on developing a 
lucrative market segment, identifying the potentially most profitable customers, and targeting 
them. The danger is that if you do not do it, your competitors will. (Siaw & Yu, 2004) 

Thus, the research problem for this thesis can be formulated as: 

 

1.6.   Purpose and Research Questions 

The Purpose of the present research is: 

 ‘’To gain a better understanding of the role of analytical CRM in maximizing customer 
profitability in private banking’’.  

To reach this purpose the following research questions are stated: 
• RQ1: What are the major reasons and requirements for implementing CRM? 
•   RQ2: How can analytical CRM be applied? 
• RQ3: How can analytical CRM be utilized to improve customer profitability in private 

banking? 

How does analytical CRM improve customer profitability in private banking? 
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1.7.   Demarcations 

Due to the fact that CRM is relatively broad topic besides limited timeframe for this thesis, it 
was impossible to cover thoroughly all the aspects of the above-mentioned topic. Therefore, 
the topic was narrowed down to the current one. Furthermore, the topic has been investigated 
only from corporate perspective in private banking industry with a focus on Swedish banks. 

1.8.   Disposition of the Thesis 

The study consists of seven chapters as presented in Figure 1.1. Chapter One, Introduction, 
contains the research background followed by problem discussion, research purpose and ques-
tions, demarcations and disposition of the thesis. Chapter Two, Literature Review, will pre-
sent a review of previous research relevant to the purpose of this thesis. Chapter Three, Frame 
of Reference, will present the theories that formulate the theoretical frame of reference. Chap-
ter Four, Methodology, will cover the adopted methodological choices for this study. It also 
addresses the issues concerning the validity and reliability of the study. Chapter Five, Data 
Presentation, will present the collected data from documentation and Interview. Chapter Six, 
Data Analysis, will deal with analyzing the data presented in chapter five. The thesis ends 
with Chapter Seven, Findings and Conclusions, where general conclusions are drawn based 
on the findings of the research conducted. Finally, the implications for management and fur-
ther research will be discussed. 

 
Figure  1.1. Disposition of the Thesis 

 
1.9.   Summary of the Chapter 

The primary goal of this chapter was to introduce the area in which the study is conducted, 
moving from a general viewpoint towards the specific study problem. The chapter started 
with a brief introductory background covering the scope of this thesis. In order to do that, the 
core issues of this study i.e. CRM, analytical CRM, and customer profitability were defined 
and discussed. This was followed by justification of our decision to study one of the most ig-
nored areas of CRM, analytical CRM in banking industry. Thereafter, the research problem, 
research purpose and questions of this thesis were formulated followed by the limitations of 
the research study in terms of the topic and choosing the sample. Finally, this was followed by 
a concise disposition of the thesis. 

The next chapter comprises the relevant literature review. It will cover related issues on CRM, 
analytical CRM and customer profitability which mentioned in previous researches.
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2.     Literature Review 
This chapter will give an overview of the literature related to each of the three stated research 
questions. The chapter will start by further looking into theories regarding CRM, its classifi-
cation, analytical CRM and eventually its role in customer profitability. 

2.1.   CRM 

2.1.1.  Marketing and Relationship Marketing (RM) and Technology 

According to Kotler and Keller (2006), The American Marketing Association defines the 
Marketing as ‘’an organizational function and a set of processes for creating, communicating 
and delivering value to the customers and for managing customer relationships in ways that 
benefit the organization and its stakeholders’’.   

Gronroos (1994b) defines relationship marketing (RM) as ‘’Marketing is to establish, main-
tain and enhance and, when necessary, terminate relationships with customers and other 
stakeholders, at a profit so that the objectives of all parties involved are met; and this is dome 
by mutual exchange and fulfillment of promises’’ (Egan, 2004). Rowley (2004) also men-
tioned that RM acknowledges that a stable customer base is a core asset, since it is more ex-
pensive to seize new customers than to retain existing customers. Business success is 
achieved through focus on long-term relationships with customers. The core of RM is Cus-
tomer relationships (Ibid).  

According to Durkin and Howcroft (2003), a prevalent theme in the RM literature is the influ-
ence of technology in increasing channel efficiencies by lowering costs, or by facilitating 
more meaningful and profitable relationships between channel parties (Ibid). Lang and Col-
gate (2003) further propose that both IT and non-IT mediums (i.e. human interaction) can be 
used as an approach towards relationship development. consumers are typically exposed to 
more than one particular medium when interacting with their suppliers, ranging from face to 
face interaction, kiosks or a telephone to more advanced channels such as the Internet. Thus, 
the effort of developing a relationship with the customer can originate from any one of these 
mediums or, more likely, a combination of them. Allowing customers to interact with their 
service providers in ways that they would like and making this as facile and painless as possi-
ble will fortify the providers’ ability to form strong relationships with their customers – a key 
element for a company’s success in many competitive industries nowadays (Ibid).  

The capability of IT, and specifically the Internet, to facilitate interaction and communication 
has led it to be known as a medium for managing relationships (Sheth et al., 2000). Srirojan-
ant and Thirkell (1998) argue that the Internet allows repeat interactions and dialogue, or real-
time communications, and hence there is strong link between the functions of the Internet and 
the implementation of CRM. (Colgate et al., 2005) 

2.1.2.  Evolution of CRM, Current Status and Applications 

According to Xu et al. (2002), the first wave of CRM solutions came in the late 1980s and 
early 1990s (see Table 2.1). The providers of these products are Clarify (now owned by 
Nortel Networks Corp.), Onyx Software, Oracle, Vantive (acquired by PeopleSoft) and Siebel 
Systems. These packaged solutions emphasize automating and standardizing the internal 
processes that relate to acquiring, servicing and keeping customers. In the mid-1990s, the 
Web emerged and it changed both the CRM market and customer-related business require-
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ments of all sizes of companies. The new CRM system means that the existing and potential 
customers are able to interact and communicate with companies. In 1999, SAP launched 
CRM software with the application for the Web. A new market segment of e-CRM emerged 
(3comCorp., 2001). (Ibid) 

Xu et al. (2002) further state that the market for CRM application is rising rapidly while the 
demand for Web-enabled CRM applications is exploding. Here comes e-CRM. The best word 
to describe CRM market is “profitable”. The demand for CRM-related services has already 
exceeded available resources. With the involvement of the Internet in CRM, its functions 
have been changed a lot. By using the Web, CRM becomes more interactive and customers 
are actually transacting with the companies and being served by them worldwide. The new 
customer-facing products and services can be implemented more quickly. Some recent CRM 
packages integrate the speech-enabled specific application functions which embrace customer 
support, order management, and salesforce automation or modules within individual applica-
tions. These products are provided by companies such as Siebel Systems, Oracle, and SAP. 
With an actual interface which is a critical element of the application, lengthy and costly cus-
tom development by systems integrators can be avoided during the product development and 
deployment (Ibid).  

    Table  2.1. The History of CRM  

Age Year Lesson Learned Milestones 
Introduction 1980s to early 

1990 
Very expensive to 
maintain 

Focusing on automating and stan-
dardizing the internal  processes to 
make the customers an asset 

Growing Mid-1990 to end 
1990 

Some vendors are 
slow to respond to 
the Internet 

Due to the emergence of the Web, 
client/server architecture behind 
CRM applications would disappear 

Current 2000 N/A E-CRM 
Future After 2000 N/A N/A 

   Source: Adopted from Xu et al., 2002 

2.1.3.  CRM, Technology Solutions, Data and Information 

According to Smith (2006), building an IT infrastructure for CRM is like building a bridge; it 
takes comprehension of a need, engineering, reviewing, building, and re-building. The persis-
tent maturation of the Internet, global competition and the innovation of new business models 
have all increased customer expectations. Customers want and expect to have a value-added 
relationship with the companies. Mass marketing, broad segmentation and super call centers 
are no longer enough to reach prospects and customers. Today, marketers leverage technology 
tools and business processes in using data to put the customer in the center of the relationship. 
This requires one-to-one exchanges that are intelligent, relevant and profitable to both mar-
keters and customers. An effective CRM strategy involves the integration of all customer 
touch points. Customers can choose how they wish to sustain a dialog with the company. To 
retain customers, it is vital to keep a dialog going and keep the customer in control. Custom-
ers enjoy being in control of their relationship (Ibid). 

Smith (2006) further hints that technology needs to help the company to optimize the value of 
customer relationship across channels and product lines. CRM must be interactive. Major 
CRM application vendors provide solutions in three major components: marketing automa-
tion, sales force automation and customer support and field service. These solutions are truly 
integrated front office applications that involve customer touch points in marketing, sales, 
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help desk and even customer life-cycle management. In the banking industry, Siebel has a 
product called Siebel Branch Teller, which provides complete support for traditional teller 
financial transactions while offering relationship functions that give agents detailed customer 
insight. Agents now capitalize on the customer insight, sales, and service tools at the point of 
service delivery to provide a value-added customer experience leading to improved customer 
satisfaction and retention plus larger share of the wallet through enhanced cross-sell and up-
sell capabilities (Ibid). 

Lindgreen and Antioco (2005) suggest that CRM frequently employs IT technology as a 
means to attract, develop, and retain customers. Although, it must be emphasized that CRM 
does not necessarily involve IT technology.  

Park and Kim (2003) argue that companies empowered with advanced information technolo-
gies can collect huge amount of data on their customers and turn them into information for 
their strategic business purposes. Here, the important issues are: to identify what kind of in-
formation they need; about whom they will collect this information; and how they will man-
age such information for future use. Customer identification is a critical starting point for 
CRM. Park and Kim (2003) further propose that according to the content and interaction 
types, customer information can be classified into three types: 

1) Information of the customer; 
2) Information for the customer; and 
3) Information by the customer. 

First, “of-the-customer” information consists of personal and transaction data about a cus-
tomer. It is the type of information mostly collected for CRM implementations. Firms obtain 
the personal data and are able to recognize the customer’s sales volumes, profitability, pur-
chasing patterns, frequency, preference, etc. For example, banks and credit card firms keep 
enormous amount of “of-the-customer” information in their database systems for opening, 
maintaining, and customer accounts billing and also to identify the most or least profitable 
customers. Database marketing, also called target marketing, is based on the strategic use of 
“of-the-customer” information (Park & Kim, 2003).  

Second, product, service and organizational information that are perceived useful by custom-
ers is referred to as “for-the-customer” information. This type of information is presented 
through diverse communication media so that customers acquire and process it to make more 
knowledgeable decisions. Firms can provide such information by direct mail, automatic re-
sponse system (ARS), or Internet home pages (Ibid).  

The third type is “by-the-customer” information. This is the non-transactional customer feed-
back information that includes customer complaints, propositions, claims, etc. Information of 
this type must be included in the expanded customer data profile because such information is 
what makes customer interactions powerful (Wells et al., 1999). Since it contains customers’ 
direct complaints, needs and suggestions, this type of information can be applied to develop 
new products and services or improve critical business processes (Ibid). 

Park and Kim (2003) develop a framework of dynamic CRM from a marketing perspective 
and suggest appropriate IT strategies to support the framework. Figure 2.1 shows the inte-
grated customer relationship management framework based on customer information types 
along with relationship evolution stages. They further state that at the relationship initiation 
stage, firms identify customers by collecting and recording “of-the-customer” information. 
Registering customers into the firm’s membership or bonus point programs is a typical 
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method for customer identification. For the identified customers, firms can provide various 
“for-the-customer” type information – for example, newsletters, special promotion notice, bo-
nus point status, order status, etc. – as well as customized service. Some of the identified cus-
tomers, after a certain period of satisfactory relationship experience, eventually evolve into 
core customers who satisfy one or more of the criteria for core customer. As identified cus-
tomers evolve into core customers, the firm enters the “expansion phase” in its CRM. In this 
phase, core customers actively participate in the two-way interactions with the firm and ex-
pand the firm’s customer base by word-of-mouth marketing. Feedback or suggestion from 
these core customers (“by-the-customer” information) may prove to be crucial for the firm to 
introduce new products, improve business processes, and satisfy customer needs (Ibid). 

Gurau (2003) proposes that the flexible and interactive nature of the Internet offers the possi-
bility to collect a vast amount of data about online customers and their interaction with the 
company. Processing this data provides a good basis to accurately segment the market, to ef-
fectively predict customers’ behavior, and to execute one-to-one marketing campaigns. On the 
other hand, the unpredictability of online markets requires an increased focus on customer 
relationship and customer loyalty.  

2.1.4.  CRM Functions 

Rowley (2002) recognizes that CRM systems support all stages of the interaction with the 
customer from order through delivery to after-sales service. CRM systems cover online order-
ing, e-mail, knowledge bases that can be used to generate customer profiles, and to personal-
ize service, the generation of automatic response to e-mail, and automatic help. She further 
distinguishes the following list of functions that might apply in a CRM application: 

• e-commerce  • guided selling and buying 

• channel automation software • product configuration  

• collaborative commerce software  • order management  

• online storefront  • electronic agents  

• multi-channel customer management • catalogue management 

• e-service • content management  

• e-mail response management  • e-customer  

• fulfillment software • self-service (Rowley, 2002) 
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Figure  2.1. A Framework of Dynamic Customer Relationship Management 
               Source: Adopted from Park and Kim, 2003, p. 656 

2.1.5.  CRM and Distribution Channels  

Payne and Frow (2005) consider the multi-channel integration process as arguably one of the 
most important processes in CRM, because it gets the outputs of the business strategy and 
value creation processes and translates them into value-adding activities with customers. They 
further claim that there are a growing number of channels by which a company can interact 
with its customers such as field sales forces, Internet, direct mail, business partners, and te-
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lephony. They classify those many channel options into six categories broadly based on the 
balance of physical or virtual contact. These include:  

1) Sales force, including field account management, service, and personal representation; 

2) Outlets, including retail branches, stores, depots, and kiosks;  

3) Telephony, including traditional telephone, facsimile, telex, and call center contact;  

4) Direct marketing, including direct mail, radio, and traditional television (but excluding 
e-commerce); 

5) E-commerce, including e-mail, the Internet, and interactive digital television; and  

6) M-commerce, including mobile telephony, short message service and text messaging, 
wireless application protocol, and 3G mobile services. (Payne & Frow, 2005) 

Payne and Frow (2005) contend that some channels are being used in combination to maxi-
mize commercial exposure and return.  

2.1.6.  CRM Classification 

According to Xu and Walton (2005), the following four CRM categories proposed by Chaud-
hury and Kuiboer (2002) and Sap.com (2003): 

• Operational CRM. Customer data is collected through a whole range of touch points 
such as contact centre, contact management system, mail, fax, sales force, web, etc. 
The data then are stored and organized in a customer centric database, which is made 
available to all users who interact with the customer. A typical operational CRM is the 
contact center and contact management. A contact management system can provide 
complete and comprehensive tracking of information relating to any contact with cus-
tomers. This is known as 100 per cent focus on the customer (Kotorov, 2002). The 
benefit of this type of CRM is to personalize the relationship with the customer, and to 
broaden the organizational response to the customer’s needs. (Xu & Walton, 2005) 

• Analytical CRM. Data stored in the contact centric database is analyzed through a 
range of analytical tools in order to generate customer profiles, identify behavior pat-
terns, determine satisfaction level, and support customer segmentation. The informa-
tion and knowledge acquired from the analytical CRM will help develop appropriate 
marketing and promotion strategies. This type of CRM is referred by Kotorov (2002) 
as a 360° view of the customer. Technologies supporting the analytical CRM system 
include CRM portals, data warehouses, predictive and analytical engines (Eckerson 
and Watson, 2001); pattern discovery association rules, sequential patterns; clustering, 
classification and evaluation of customer value (Ahn et al., 2003). The outcome of the 
analysis is that customers are more effectively segmented and offered products and 
services that better fit their buying profiles. (Ibid) 

Bradshaw and Brash (2001) claim that in CRM, there is a “virtuous triangle” (see Fig-
ure 2.2). The purpose of this is to ensure that you can know your customer fully, and 
then act according to their needs and your interest. Important information is generated 
and used in other areas. Any company that is doing CRM properly must integrate the 
front office, back office and analytic systems. 

The back office executes the customer requirements. The only customer contact func-
tions in the back office, generally, are billing and logistics (for delivery of goods, for 
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instance), and in even these functions, the customer contact is moving into the front 
office environment (Ibid).  

Analytical software allows firms to look for patterns in the customer data they have 
collected. The outputs from this are strategic and tactical information. The strategic in-
formation can be used to determine future strategy, while the tactical information will 
help to modify existing practice. Increasingly, the tactical information is generated and 
used actively from and by customer interactions (Ibid). 

 

                        Figure  2.2. The “Virtuous Triangle” of CRM 
Source: Adopted from Bradshaw D. and Brash C., 2001, p. 525) 

• Collaborative CRM. The CRM systems are integrated with enterprise-wide systems to 
allow greater responsiveness to customers throughout the supply chain (Kracklauer and 
Mills, 2004). A CRM can be extended to incorporate employees, suppliers, or partners. 
A collaborative selling CRM can offer knowledge and tools to everyone in the ex-
tended enterprise, and to help drive sales through every channel from call centre to the 
web. (Ibid) 

• e-CRM. Allows customer information to be available at all touch-points within the 
company and among external business partners through the Internet and the intranet. 
The e-CRM systems allow internal and external users to access customer-related in-
formation via the Internet or intranet, and also to enable e-commerce functionality. 
Rowley (2002) argues that e-CRM enables online ordering, e-mail, a knowledge base 
that can be used to generate customer profiles, personalized service, the generation of 
automatic response to e-mail, and automatic help (Xu & Walton, 2005).An e-contact 
center is made up of multimedia channels including a call center, Web site, online chat 
rooms and e-mail services. E-CRM can add not only to traditional marketing concepts, 
but also enhance the marketing (Scullin et al., 2004). 

Xu and Walton (2005) claims that the CRM systems that have been implemented by many 
companies are dominated by operational applications such as contact centers, sales and mar-
keting solutions with limited customer knowledge gained from the current CRM application. 
They further argue that the analytical power of CRM has not been adequately perceived by 
many organizations. The provision of analytical CRM solutions is limited to some large or-
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ganizations. It is suggested that CRM systems should enhance not only an organization’s abil-
ity to interact, attract and build one-to-one relationships with customers but also the ability to 
gain customer knowledge. Such a system should enable functionality for both internal (exist-
ing) and external (prospects) customer knowledge provision. The system will not only pro-
vide a panoramic customer view through profiling but also generate customer behavior pat-
terns and predict future actions (Ibid). Due to above-mentioned reasons and a few researches 
so far have done in this field, the author found this area of great importance and interest to be 
further explored in this study. 

2.2.   Analytical CRM 

According to Xu and Walton (2005), analytical CRM systems incorporate tools that can proc-
ess the sheer volume of customer data to support strategic customer information provision and 
customer knowledge acquisition. Analytical CRM in most cases are made up of a number of 
disconnected pieces of technologies that work together to provide actionable information 
about customers (Ibid). Payne and Frow (2005) further contend that more specific software 
application packages include analytical tools that focus on such tasks as campaign manage-
ment analysis, credit scoring, and customer profiling.  

Analytical CRM is a combination of a data warehouse or data mart integrated with business 
intelligence analytical systems (online analytical processing - OLAP). The objective of such a 
system is to give an organization competitive intelligence, the power to tailor marketing, for 
example, efforts to single-customer specifics, and the data-to-action speed to realize value 
from efforts faster than ever. Information is pulled from all systems and organized into a way 
that is easy to see what products and services are the right ones to offer to a customer, how the 
organization is doing or perceived by a particular customer and which customers would prefer 
to end the relationship (Gaines, 2002). The information retrieved in OLAP can be used with 
e-CRM by allowing for more targeted campaigns and tracking of campaign effectiveness. 
Launching a new product in the market requires an effective marketing campaign and com-
plete understanding of the company customers. CRM can identify which products customers 
welcome and which new ones will be successful. (Scullin et al., 2004) 

2.2.1.  An Analytical CRM Model 

Xu and Walton (2005) assert that the essential of acquiring customer knowledge is to know 
not only who they are (customer profiling and segmentation) but also how they behave and 
what pattern they follow. Customer knowledge acquisition should be considered as a continu-
ous and dynamic process, to collect information about new customers, existing customers (in-
ternal) and defecting customers (cross-organizational boundary). Knowledge about prospec-
tive customers and customers who are loyal to competitors (external) should also be attained. 
Managers need to be aware of the power of analytical CRM systems and the strategic impor-
tance of gaining customer knowledge. An analytical CRM system model that enables cus-
tomer knowledge provision is developed and shown in Figure 2.5 (Ibid). 
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                 Figure  2.3. An Analytical CRM for Customer Knowledge Acquisition 
                 Source: Adopted from Xu and Walton, 2005, p. 963 

 
Xu and Walton (2005) further state that although retaining existing customers is perceived 
more important than acquiring new customers, turning external and potential prospective cus-
tomers into the company’s customer is often the battleground between competitors. Attracting 
external customers reflects a manager’s open and forward vision which is often judged as a 
strategic competence of senior managers. Knowing prospective customers and customers 
loyal (or defecting) to competitors is an asset to CRM. The analytical CRM system offers the 
function of profiling and analyzing prospective customers. This requires data to be fed into 
the CRM from both internal and external sources. The CRM may also need to be integrated 
with a competitive intelligence system in order to profile and analyze customers that are loyal 
or have defected to the competitors (Ibid). 

2.2.2.  Analytical CRM and Banks 

Bolton (2004) refers to a bank’s CRM system by suggesting that maintaining the processing 
of checks, withdrawals, transfers, etc. is well established. However, it is simply transactional 
and has no concept of whether the person is an important and valued customer. An analytical 
CRM should provide customer profiling and customer segmentation functions with the capa-
bility to identify strategically significant customers. Managing strategically significant cus-
tomers should be the focus of senior management. It is predicted that an effective analytical 
CRM should be able to continuously identify and track such customers (Xu & Walton, 2005). 

Marcus (2001) identified four types of strategically significant customers. The first is the high 
lifetime value customer. Lifetime value potential is the present-day value of all future margins 
that might be earned in a relationship. Some customers have higher value to an organization 
than others. Thus, organizations need to calculate and predict customer lifetime value. Not all 
high volume customers are necessarily high lifetime value. The high life value customers 
must be the focus of customer retention efforts. There are many ways to identify high value 
customers, for example, the Pareto or 80/20 rule, i.e. 20 per cent of existing customers may 
contribute 80 per cent of the profit (or revenue). Customer profitability is the difference be-
tween revenue and costs. Calculating the customer contribution margin requires detailed 
analysis including factors such as product costs, costs to acquire, costs to serve and cost to 
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retain. Predicting the lifetime value of a customer also needs to take into account the retention 
level and loyalty weighting (Xu & Walton, 2005). 

The second group of strategically significant customers are “benchmarks”. They may not nec-
essarily be high value or high volume customers, but they are the early adopters of new prod-
ucts and the “role model” that will set the trend. Understanding the profile and the behavior of 
these benchmarks would make it possible for the company to predict consumer trends earlier 
than their competitors (Ibid). 

The third group consists of customers who inspire changes in the supplying company. They 
may be customers who stimulate the suppliers to find new applications, come up with new 
product ideas, and find ways of improving quality or reducing cost. Such customers may be 
the most demanding, or even regular complainers, but they recommend potential sources of 
value (Ibid). 

Xu and Walton (2005) define the final group as customers who incorporate an excessively 
high volume of fixed costs, thus enabling other smaller customers to become profitable. This 
group of customers is a valuable source for analyzing costs associated with CRM.  

2.2.3.  Analytical CRM: Profiling and Segmenting Customers  

In addition to identifying strategically significant customers, the analytical CRM system will 
help profile and segment existing customers. Customer profiling integrates several aspects of 
customers into a rational evaluation, such as customer details, historical records and contact 
details, customer attractiveness, or customer satisfaction. Ferguson et al. (2004) reported such 
a system used in a financial service company that can profile customers and the service repre-
sentative can instantly assist the customer by extracting all the relevant customer’s informa-
tion. Even though customer profiling is oriented more towards the operational function than 
the analytical function, it does provide a broad view of each customer. This is the information 
required to understand the true value of the customer and gain insights to realize customer be-
havior. (Xu & Walton, 2005) 

Smith (2006) contends that segmenting customers provides approaches to better understand 
their preferences and to more efficiently allocate resources based on the information. The 
benefit is twofold: First, it enables companies to differentiate themselves by providing appro-
priate and suitable services for their customers’ needs; therefore, building up a competitive 
advantage. Second, it guides the companies to where their most valuable customers are lo-
cated and helps allocate major capital, effort and time to generate the most profit (Ibid). 
Meadows and Dibb (1998a) argue that segmentation is a key method employed by banks to 
better understand and service their customers in this increasingly competitive environment 
(Durkin M. G., 2004). 

Xu and Walton (2005) distinguished four criteria for segmenting customers: customer profit-
ability score, retention score, satisfaction and loyalty score, response to promotion. People-
Soft uses a customer scorecard to track key performance measurements and communicate 
progress against CRM-related goals. The key performance indicators (KPIs) delivered with 
the customer scorecard for an organization's financial goals include revenue, margins, and 
profitability; for customer goals, the KPIs include acquisition, retention, and satisfaction; for 
process goals, the KPIs include campaigns, sales, and support; for workforce goals, the meas-
urements include retention and competencies. The possible criteria to support customer seg-
mentation are: profitability by customer and distribution channel; cost to support by product 
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and customer; average order value by customer; customer acquisition rate; customer defection 
rate; repeat customer rate; and customer satisfaction (Ibid).  

E-business organizations should select segmentation dimensions which are discriminating ei-
ther on the revenue side (e.g. usage intensity and behavior), or on the cost side (e.g. products 
purchased, channel used, intensity of customer care usage and service levels). The segmenta-
tion is performed creating customer profiles. Profiles can be demographically or behaviorally 
based, and both these types of profile are important in their own ways (Novo, 2001b). The 
specific culture of the Internet encourages diversity and anonymity (Chaston, 2001). How-
ever, the interactive behavior between the customer and the Web site of the company can be 
thoroughly registered and analyzed with specialized automatic software (data mining), pro-
viding a detailed behavioral profile (Peacock, 2001). The identification and definition of cus-
tomers’ profiles is important not only for the existing market of the firm, but also for its pro-
spective clients. (Gurau, 2003) 

Gurau (2003) further proposes that once the main customer’s segments have been identified 
and their behavioral profile defined, the online behavior of any new customer can be com-
pared with the existing profiles. The new customer is steered into the most appropriate cus-
tomer segment, and effective, focused marketing strategies are implemented from the very 
beginning of the firm-customer interaction (Ibid). 

2.2.3.1.  Customer Behavior Modeling 

Xu and Walton (2005) defined customer behavior modeling as a process that consists of seg-
menting target customer groups, establishing criteria for measuring behavior, monitoring and 
tracking behavior changes, generating behavior patterns, and predicting possible future behav-
ior. They further explore that different customer segments may have different behavior pat-
terns and therefore modeling customer behavior needs to select a particular customer group. 
For example, it would be useful to know how strategically significant customers perceive the 
company, interact with the company and respond to the company’s offerings and promotions. 
The target customer group may also be identified by their particular behavior, for example, a 
group of defecting customers, a group of regular complainers. Based on such segmentation, 
their perceptions and shopping patterns can be monitored. Effective behavior modeling needs 
to pre-define the types of behavior to be modeled by an analytical CRM system and how the 
behavior is to be measured (Ibid). Brige (2006) argues that in CRM environment, the database 
is used primarily as a resource from which commercial benefit is derived by leveraging pat-
terns of customer behavior.   

Xu and Walton (2005) further explain that customer behavior needs to be continuously moni-
tored and tracked in order to identify customer behavior patterns and trends, and to detect any 
abnormal behavior or emerging patterns for managers’ attention. Monitoring and tracking 
should be based on the pre-defined criteria to guide what to monitor and how. To fulfill this 
function, intelligent agent and expert systems can be included as a part of the analytical CRM 
system to enhance the detection, comparison, reasoning and alerting functions. Finally, the 
analytical CRM will predict possible actions that customers are likely to take based on the be-
havior and pattern generated. PeopleSoft refers to this as predictive analytics. Such analytics 
will enable managers to look ahead, and to provide guidance on how best to manage and treat 
customers. For example, to predict whether a customer is likely to purchase or defect, and 
which group of customers are at risk of attrition. In addition to managerial support, the ana-
lytics can guide staffs, who have direct contact with customers, to make real-time recommen-
dations on the best offers and to which offers can improve their satisfaction (Ibid). 
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2.3.   Analytical CRM and Customer Profitability in Private Banking 

González et al. (2004) state that the ability to identify and retain the most profitable customers 
obtains increasing importance as all banks approach identical information and analysis lists. 
Finding ways to keep profitable customers loyal becomes of vital importance; moreover, the 
need to continually search for ways to improve the profitability of these customers. Fortu-
nately, in the case of banks, it may be possible to lessen some of the costs coupled with ser-
vicing customers. Surprisingly, some customers appreciate having more control over their in-
teractions with their service providers and they often delight in doing much of the work in-
volved; as a result, lowering the provider’s workload in providing required services. How-
ever, highly profitable customers, on the contrary, request higher levels of personalized ser-
vice, but may be willing to pay for these services, particularly if they are rationally targeted 
toward their needs so that they have an appreciation for the true value added by such person-
alized services. Computer based technology allows companies to identify high-value custom-
ers more easily. Failure to identify such customers and provide them with superior service 
puts organizations at significant strategic disadvantage (Ibid). 

Ross (2005) further explors that the Internet is critical in assisting companies to deliver tai-
lored responses to their marketplaces by effectively sorting good customers (profit-
able/valuable) from the bad (unprofitable/not valuable). Once organizing the customer base is 
finalized, businesses can then design an individualized response in the right proportion to the 
expected level of customer profitability potential. According to a survey performed by 
Deloitte Consulting, today’s leading companies will continue to enhance their capability to 
discern the best customers, and differentiate their responses using the Internet capabilities to 
structure “digital loyalty networks.” Such networks focus on customer loyalty by managing a 
portfolio of customers and matching them profitably with capabilities to serve them over the 
long term (Ibid).  

2.3.1.  Profitability Segmentation  

According to Storbacka (1994), Market segmentation is one of the central concepts in market-
ing, attributed to a seminal article by Smith (1956) in the Journal of Marketing. However, 
customer profitability as a segmentation criterion is a newer phenomenon which has become 
increasingly prevalent in many industries, leading to differential treatment of customers 
(Zeithaml et al., 2001). (Leverin & Liljander, 2006) 

Gurau (2003) contends that as the CRM system is based on customer’s profile and transaction 
history, the company needs to collect information about its customers. The implementation of 
CRM procedures requires the existence of historical data that is used to identify the main 
market segments and create an accurate customer profile. This data is available either though 
online automated systems that register the history of customer-firm interaction (historical 
data) and/or buying the necessary data from a third party (usually a specialized market re-
search agency) (Ibid). Thearling (1999) and Wundermann (2001) state that the implementa-
tion of an efficient profiling/segmentation methodology has to address the following issues: 

• robust transaction data, properly collected and updated; 
• data warehousing capabilities for capturing and storing the data (databases); 
• an associated retrieval and data delivery system; 
• data mining tools that reflect the unique nature of the business; 
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• detailed costing information, including the process cost, as well as the physical prod-
uct or service cost; 

• a meaningful business model that represents clearly the company-customer interaction 
and the fluctuation of customers’ and business’ lifecycle. (Gurau, 2003) 

Storbacka (1997), in an empirical study of two Nordic retail banks, found that both banks 
opted for a segmentation based on relationship volume and profitability. Relationship volume 
was defined as the sum of the customer’s yearly average deposit and loan balances, and abso-
lute profitability was measured as the customer’s relationship revenue minus relationship 
costs over a fiscal year. Six main segments were identified based on different levels of vol-
ume and profitability. The least attractive segment included the low volume, unprofitable cus-
tomers. Storbacka (1997) recommends that efforts should be made to increase the volume of 
these customers, or impact the nature and/or price of transactions in order to increase relation-
ship revenue and cut relationship costs. Similar recommendations are found in other studies 
(Zeithaml et al., 2001). The most attractive segment comprised high volume, profitable cus-
tomers, a majority of whom represented a large portion of the total profitability of the cus-
tomer base. Storbacka (1997) emphasizes that customer defections from this group must be 
kept to an absolute minimum (most favorably at a nonexistent level) in order to maintain 
and/or augment the profitability of the customer base. In another study, Reinartz and Kumar 
(2003) suggest that customers can be grouped according to share-of-wallet and profitable life-
time duration, and that each customer group should be targeted with a specific strategy. (Lev-
erin & Liljander, 2006) 

Gurau (2003) argues that by segmentation in terms of profitability, the strategic priority of 
each segment is easily identifiable: 

•   Customer A, high value but disloyal, represents a group that deserves the greatest 
amount of attention. The company is at risk of losing profitable, influential customers.  

• Customer B, is what makes the company successful at present. Companies must pay 
great attention to this group as a way of expressing appreciation for their ongoing busi-
ness and recognizing their importance.  

• Customer C, low value and disloyal, does not represent a group with long-term poten-
tial. If they chose to switch suppliers, the economic loss will be minimal for the com-
pany. This customer is usually opportunistic and price oriented.  

• Customer D, low value but loyal, can be over-serviced, and therefore unprofitable for 
the company in the long-term.  

Gurau (2003) recognized that the analysis and the definition of each customer segment in 
terms of profitability will depend on each firm’s profile and strategic objectives. Sometimes 
the low value/loyal customers can become, in the future, highly profitable customers for the 
company, either through increased purchase or through positive referrals.  

Leverin and Liljander (2006) argue that the most profitable customer segment is small but 
important to the bank and the bank, therefore, has paid exceptional attention to their needs 
and wishes compared with those of other customer groups (Ibid). It has been claimed that 
20% of a bank’s customers often account for 150% of its profits (Sheshunoff, 1999). Hence, 
financial institutions attempt to maximize their profits by concentrating more resources on 
those valuable customer segments. However, as Internet banking becomes an effective chan-
nel for reaching that 20%, it allows competing banks to target those same customers with their 
own Internet services. Research studies by Cisco Systems (1999) and Brennand (1999) indi-
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cate that the Internet banking customer generates two to three times as much profit as the tra-
ditional banking customer. Internet banking customers have higher deposits, more banking 
products, lower attrition and a lower service cost than traditional banking customers with 
similar demographics; they are also more educated and wealthy (Ibid). The profitability of 
banks currently depends on developing a lucrative market segment, identifying the potentially 
most profitable Internet banking customers, and targeting them. The danger is that if you do 
not consider and actively practice it, your competitors will. (Siaw & Yu, 2004) 

2.4.   Summary of the Chapter 

The chapter’s overall goal was to provide an overview of the literature in the areas covering 
this research: CRM, analytical CRM, and customer profitability. First, a brief CRM history, 
functions, distribution channels, classification were reviewed and followed by an introduction 
of analytical CRM and its applications. Finally, the role of analytical CRM in customer prof-
itability within the context of banking industry was investigated.  

In this chapter, a number of theories were presented which will eventually function as basis 
for the development of frame of reference in the following chapter. 
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3.     Frame of Reference 
In this chapter, the conceptual frame of reference for the literature reviewed in the second 
chapter will be presented with the intention to answer the research questions considering 
specific and appropriate variables. 

According to Miles and Huberman (1994), the purpose of a conceptualization is to explain 
either graphically or in a narrative form, the main things that are going to be studied. It helps 
the researcher to define who and what will or will not be studied and this may precede the 
formulation of research questions (Ibid). In order to answer the research questions, a frame of 
reference have to be conceptualized considering the relevant literature review presented in the 
previous chapter. The following theories were selected among the others to answer generally 
the first question and then connect the issues covered in the first question to the next questions 
and finally these theories are the basis of this thesis’ emerged frame of reference. 

3.1.   What are the Major Reasons and Requirements for Implementing 
CRM? 

3.1.1.  CRM, Types of Customer Information 

According to Xu et al. (2002), the first wave of CRM solutions came in the late 1980s and 
early 1990s. Park and Kim (2003) classify the customer information into three types, accord-
ing to the content and interaction types: 1) information of the customer; 2) information for the 
customer; and 3) information by the customer (See Figure 2.1, p. 10). 

3.1.2.  CRM and Distribution Channels  

Payne and Frow (2005) categorized the channel options into six categories based on the bal-
ance of physical or virtual contact. These include:  

• sales force, including field account management, service, and personal representation; 
• outlets, including retail branches, stores, depots, and kiosks;  
• telephony, including traditional telephone, facsimile, telex, and call center contact;  
• direct marketing, including direct mail, radio, and traditional television (but excluding 

e-commerce); 
• e-commerce, including e-mail, the Internet, and interactive digital television; and  
• m-commerce, including mobile telephony, short message service and text messaging, 

wireless application protocol, and 3G mobile services. (Payne & Frow, 2005) 

3.1.3.  CRM Classification  

The following four CRM categories suggested by Chaudhury and Kuiboer (2002) and 
Sap.com (2003) were chosen from the work of Xu and Walton (2005).  

• Operational CRM;  
• Analytical CRM;  
• Collaborative CRM;  
• E-CRM. 
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3.2.   How can Analytical CRM be Applied? 

3.2.1.  Analytical Tools 

Analytical CRM is a combination of a data warehouse or data mart integrated with business 
intelligence analytical systems. The objective of such a system is to give an organization 
competitive intelligence, the power to tailor marketing, for example, efforts to single-
customer specifics, and the data-to-action speed to realize value from efforts faster than ever. 
Information is pulled from all systems and organized into a way that is easy to see what prod-
ucts and services are the right ones to offer to a customer, how the organization is doing or 
perceived by a particular customer and which customers would prefer to end the relationship 
(Gaines, 2002). Launching a new product in the market requires an effective marketing cam-
paign and complete understanding of the company customers. CRM can identify which prod-
ucts customers embrace and which new ones will be successful. (Scullin et al., 2004) 

3.2.2.  An analytical CRM Model 

Xu and Walton (2005) developed an analytical CRM system model that enables customer 
knowledge provision which is shown in Figure 2.3 (p. 14). The practical implication of this 
model is to increase the awareness and the perception of the power of analytical CRM sys-
tems within managers and to provide guidance to CRM vendors to develop more analytical 
solutions for customer knowledge acquisition. 

3.2.3.  Analytical CRM and Banks 

According to Xu & Walton (2005), an analytical CRM should provide customer profiling 
and customer segmentation functions with the capability to identify strategically significant 
customers.  

Marcus (2001) identified four types of strategically significant customers, which came in the 
work of Xu and Walton (2005). 

• The first is the high lifetime value customer. Lifetime value potential is the present-day 
value of all future margins that might be earned in a relationship. Some customers have 
higher value to an organization than others. Thus, organizations need to calculate and 
predict customer lifetime value. Not all high volume customers are necessarily high 
lifetime value, and as such it is the high life value customers that must be the focus of 
customer retention efforts.  

• The second group of strategically significant customers are “benchmarks”. They may 
not necessarily be high value or high volume customers, but they are the early adopters 
of new products and the “role model” that will set the trend.  

• The third group consists of customers who inspire changes in the supplying company. 
They may be customers who stimulate the suppliers to find new applications, come up 
with new product ideas, and find ways of improving quality or reducing cost. Such cus-
tomers may be the most demanding, or even frequent complainers, but they offer po-
tential sources of value. 

• The final group is consisted of customers who absorb a disproportionately high volume 
of fixed costs, thus enabling other smaller customers to become profitable. This group 
of customers is a valuable source for analyzing costs associated with CRM.  
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3.2.4.  Analytical CRM: Profiling and Segmenting Customers 

According to Xu and Walton (2005), customer profiling combines multiple aspects of cus-
tomers into a coherent evaluation. Those aspects include: 

•   Customer details; 
•   Historical records and contact details;  
•   Customer attractiveness; or  
•   Customer satisfaction.  

Xu and Walton (2005) distinguished four criteria for segmenting customers:  

•   Customer profitability score; 
•   Retention score;  
•   Satisfaction and loyalty score;  
•   Response to promotion. 

According to Gurau (2003), E-business organizations should select segmentation dimensions 
which are discriminating either on the revenue side (e.g. usage intensity and behavior), or on 
the cost side (e.g. products purchased, channel used, intensity of customer care usage and ser-
vice levels). 

3.2.4.1.  Customer Behavior Modeling 

Xu and Walton (2005) defined customer behavior modeling is a process that includes seg-
menting target customer groups, establishing criteria for measuring behavior, monitoring and 
tracking behavior changes, generating behavior patterns, and predicting possible future behav-
ior. 

The above-mentioned theories will be used to investigate whether the banks are using those 
approaches which for analyzing their customers through analytical CRM. 

3.3.   How can Analytical CRM be Utilized to Improve Customer Profitabil-
ity in  Private Banking? 

González et al. (2004) state that the ability to identify and retain the most profitable customers 
obtains increasing importance as all banks approach identical information and analysis pla-
teaus. Finding ways to keep profitable customers loyal becomes of vital importance as does 
the need to continually search for ways to improve the profitability of these customers. Ross 
(2005) further explored that the Internet is critical in assisting companies deliver tailored re-
sponses to their marketplaces by effectively sorting good customers (profitable/valuable) from 
the bad (unprofitable/not valuable). 

3.3.1.  Profitability Segmentation in Banks  

In an empirical study of two Nordic retail banks, Storbacka (1997) found that two banks 
chose the segmentation based on relationship volume and profitability. Relationship volume 
was defined as the sum of the customer’s yearly average deposit and loan balances, and abso-
lute profitability was measured as the customer’s relationship revenue minus relationship 
costs over a fiscal year. (Leverin & Liljander, 2006) 
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Leverin and Liljander (2006) argue that the most profitable customer segment is small but 
important to the bank. Therefore, the bank has paid particular attention to the needs and 
wishes of these customers compared with those of other customer groups.  

In this section, the research studies of Storbacka (1997) and Gurau (2003) which discussed in 
page 18 is mainly used to identify how the banks segment their customers based on relation-
ship volume and profitability; and to investigate whether the above-mentioned theories will 
lead to support the customer profitability and profit maximization and segmentation of core 
customers. 

3.4.   Emerged Frame of Reference 

Figure 3.1 presents the emerged frame of reference showing the CRM categories and different 
data involved in different steps. It also includes various types of retail banking and channels 
and the role of analytical CRM in customer profitability maximization. During the process, 
the developing stages of relationship with the customer (acquisition, expansion and retention) 
can be observed. 

Customer 
Profitability

Core Customer

Analytical CRM

Private Banking

Customer 
Profiling

Customer 
Segmentation

Customer 
Behavior 
Modeling

 

Figure  3.1. Emerged Frame of Reference 
 
3.5.   Summary of the Chapter 

The goal of this chapter was to narrow down the theories reviewed in second chapter in order 
to fulfill the overall objective of this study which is to address and answer each of the there 
stated questions within the context of banking industry.  

The next chapter, chapter 4, will outline the applied research methods in details. 
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4.     Methodology 
The purpose of this chapter is to present the chosen research approach and methods for 
achieving the research objectives. Areas such as chosen research purpose, approach, strat-
egy, data collection, sample selection and data analysis will be presented and described. Fi-
nally, some aspects of reliability and validity will be discussed and a short summary of the 
chapter will be provided.  

According to Cooper and Schindler (2006), research can be defined as any organized inquiry 
carried out to provide information for solving problems. They further explore that business 
research is a systematic inquiry whose objective is to provide information to solve managerial 
problems or management dilemma: the problem or opportunity that requires a management 
decision (Ibid). 

4.1.   Research Purpose 

Neuman (2003) states that the purposes of social research may be organized into three group 
based on what the researcher is trying to accomplish: explore a new topic, describe a social 
phenomenon, or explain why something occurs. He argues that studies may have multiple 
purposes (e.g., both to explore and to describe), but one is usually dominant (See table 4.1).  

 Table  4.1. Different Types of Research Goals 

Exploratory Descriptive Explanatory 
- Become familiar with the 
basic facts, setting, and con-
cerns. 
- Create a general mental 
picture of conditions. 
- Formulate and focus ques-
tions for future research. 
- Generate new ideas, con-
jectures, or hypotheses. 
- Determine the feasibility 
of conducting research. 
- Develop techniques for  
measuring and locating fu-
ture data. 

- Provide a detailed, highly 
accurate picture. 
- Locate new data that contra-
dict past data 
- Create a set of categories or 
classify types. 
- Clarify a sequence of steps 
or stages. 
- Document a causal process 
or mechanism. 
- Report on the background or 
context of a situation. 

- Test a theory’s predictions 
or principle. 
- Elaborate and enrich a 
theory’s explanation. 
- Extend a theory to new 
issues or topics. 
- Support or refute an ex-
planation or prediction. 
- Link issues or topics with 
a general principle. 
- Determine which of sev-
eral explanations is best. 
 

Source: Adopted from Neuman, 2003, p.29 

This study is exploratory since the reader becomes familiar with the basic facts, setting, and 
concerns. As the research questions and research purpose of this study indicates, it is primar-
ily descriptive. The study provides a background of a situation and also a relatively detailed 
accurate picture; therefore, it is descriptive. Eventually the study will be explanatory since it 
elaborates and enriches and supports the previous theories through comparing our answers 
with research questions. 
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4.2.   Research Approach 

In research, different approaches can be taken such as deductive or inductive, and qualitative 
or quantitative.   

According to Gummesson (2000), deductive research starts with existing theories and con-
cepts and formulates hypotheses that are subsequently tested; its highest point is received the-
ory. Inductive research starts with real-world data, and categories, concepts, patterns, models, 
and eventually, theories emerge from this input. After the initial stages, all types of research 
become a repetition between the deductive and the inductive. This is sometimes referred to as 
abductive research (Ibid). Cooper and Schindler (2006) state that a qualitative research aims 
to achieve an in-depth understanding of a situation and it incorporates a collection of interpre-
tive techniques which try to describe, decode, translate, and otherwise learn to accept the 
meaning, not the frequency, of certain more or less naturally occurring phenomena in the so-
cial world. A collection of techniques includes case studies, individual depth interviews, ob-
servation, focus groups, action research, etc (Ibid). 

Since the research purpose and research questions were developed on existing theories and 
concepts, it is deductive. As the purpose of this study is to gain a better understanding of the 
role of analytical CRM in customer profitability in private banking, the selection of qualita-
tive approach was found to be more appropriate to fulfill the stated purpose since case studies 
are being used and it requires assessing abundant information. In addition, as this study is in-
tended to explore, describe and find as many as detailed and complete information as much as 
possible, the qualitative approach is found the most appropriate method of study. Thus, the 
aim of this study is to establish a closer contact with the studied objects and not to make any 
generalizations.  

4.3.   Research Strategy 

According to Remenyi and Williams (1998), a research strategy may be thought of as provid-
ing the overall direction of the research including the process by which the research is con-
ducted (Ibid). Yin (2003) describes five different research strategies to apply when collecting 
and analyzing empirical evidence: experiments, surveys, archival analysis, histories, and case 
studies. He further provides three conditions to apply in order to decide upon which strategy 
to use: 1) The type of research question posed. 2) The extent of control an investigator has 
over actual behavioral events. 3) The degree of focus on contemporary, as opposed to histori-
cal, events. The first and most important condition for differentiating among the various re-
search strategies is to identify the type of research question being asked. A basic categoriza-
tion scheme for the types of questions is the familiar series: ‘’who’’, ‘’what’’, ‘’where’’, 
‘’how’’, and ‘’why’’. ‘’How’’ and ‘’why’’ questions are more explanatory and likely to lead 
to the use of case studies, histories, and experiments as the preferred research strategies (Ibid). 

Yin (2003) describes a case study as an empirical inquiry that investigates a contemporary 
phenomenon within its real-life context, especially when the boundaries between phenome-
non and context are not clearly evident. The case study allows an investigation to retain the 
holistic and meaningful characteristics of real-life events. A case study can involve a single 
and a multiple-case study. The single case study makes an in-depth investigation regarding 
only one entity but in multiple-case study two or more entities are being investigated which 
gives the opportunity of comparisons (Ibid). 
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To achieve the research purpose of this study, the following questions should be answered: 

• RQ1: What are the major reasons and requirements for implementing CRM? 
• RQ2: How can analytical CRM be applied? 
• RQ3: How can analytical CRM be utilized to improve customer profitability in private 

banking? 
Considering the above-mentioned research questions and according to Yin (2003) possible 
research strategies are experiment, history, or a case study. The case study strategy had cho-
sen since it might deal with the same kinds of evidence as the history, but adds the possibility 
of making interviews and direct observations. In addition, in choosing the case study strategy 
it was considered that case studies are preferred strategy when ‘’how’’ and ‘’why’’ questions 
are being posed, when the investigator has little control over events, and when the focus is on 
a contemporary phenomenon within real-life context (Yin, 2003). 

The multiple-case studies had chosen due to the fact that it was giving us the opportunity to 
conduct a thorough study, enhance the ability to compare the cases and investigate those cases 
from many aspects; therefore, it enables the researcher to see the differences and similarities 
among the cases (entities) and it can increase the level of assurance to findings. The purpose 
of a case study is not to generalize the findings which is in line with the purpose of this study. 

4.4.   Data Collection 

According to Neuman (2003), data are the empirical evidence or information that one gathers 
carefully according to rules or procedures. Every researcher collects data using one or more 
techniques. The techniques may be grouped into two categories: quantitative, collecting data 
in the form of numbers, and qualitative, collecting data in the form of words, pictures. Some 
techniques are more effective when addressing specific kinds of questions or topics. It takes 
skill, practice, and creativity to match a research question to an appropriate data collection 
technique (Ibid).  

The data for this study that will be collected is expected to be mainly of a qualitative nature 
since it is in the form of words and not derived from numbers. 

Yin (2003) discusses six main sources of evidence to apply in a case study. These sources of 
evidence are documentation, archival records, interviews, direct observations, participant-
observations, and physical artefacts. In this study, the two sources of evidence that are con-
sidered valuable are documentation and interviews and will be described. An overview of 
documentation and interviews sources and their comparative strengths and weaknesses can be 
found in Table 4.2.  

According to Yin (2003), information found in documents is likely to be relevant for nearly 
every case study topic, especially for confirming and supplementing evidence from other 
sources. Documents are important in the data collection stage in a case study, due to their 
overall value. However, care must be taken in the interpretation of documents, since they are 
often prepared for another purpose and audience than that of the case study (Ibid). 

Yin (2003) states that interviews are one of the most important sources of case study evidence 
and defines the interview as a two-way conversation that gives the interviewer the opportunity 
to participate actively in the interview. The interview is structured and based on predeter-
mined questions. He further classifies the interviews into there are three types: open-ended, 
focused, and structured. The most commonly used interview method is open-ended, where the 
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researcher asks the respondent unstructured questions, thus allowing the interview to be more 
of a discussion. The respondents can be asked for facts as well as their own personal opinion. 
When a focused interview takes place, the respondent is interviewed during a brief period of 
time-an hour, for example. The purpose with a focused interview could be to confirm certain 
facts that are already known to the researcher. The third form of interview, survey, is more of 
a combination of an interview and a survey and entails more structured questions along the 
lines of a formal survey (Ibid).  
 
Table  4.2. Two Sources of Evidence and their Comparative Strengths and Weaknesses  

Source of 
evidence 

Strengths 
 

Weaknesses 
 

Documentation 

• Stable-can be reviewed repeatedly 
• Unobtrusive-not created as a result of 

the case study 
• Exact-contains exact names, refer-

ences, and details of an event 
• Broad coverage-long span of time, 

many events, and many settings 

• Retrievability-may be low 
• Biased selectivity, if col-

lection is incomplete 
• Reporting bias-reflects 

(unknown) bias of author 
• Access-may be deliber-

ately blocked 

Interviews 

• Targeted-focus directly on case study 
topic 

• Insightful-provide perceived causal 
inference 

 

• Bias due to poorly con-
structed questions 

• Response bias 
• Inaccuracies due to poor 

recall 
• Reflexivity-interviews give 

what interviewer wants to 
hear 

Source: Adapted from Yin, 2003, p. 86 

According to Saunders et al. (2003), most qualitative interviews occur on a one-to-one, face-
to-face basis. Cooper and Schindler (2006) state that telephone interviews have three advan-
tages over personal interviews: 1) the use of telephones brings a faster completion of a study; 
2) the reduction of interviewer bias: physical appearance, body language, and actions of the 
interviewer 3) the caller is who decides the purpose, length, and termination of the call. They 
further address some of the disadvantages: limitation on interview length, limitations on use 
of visual or complex questions, ease of interview termination, less participant involvement. 

Face-to-face and telephone interviews and documentation are used as main data collection 
methods for this study. The telephone interview was initiated from the conference room of 
bank B and it was recorded by the interviewer. 

Zikmund (2000) proposes that the data collected can be classified into two types: Primary and 
Secondary. Primary data are data gathered and assembled specifically for the project at hand 
while secondary data are data collected previously and assembled for other project rather than 
the one at hand. Secondary data can mostly be gathered quicker and cheaper than primary 
data. However, secondary data may be outdated or may not exactly meet the needs of the re-
searcher because they were originally collected for another purpose (Ibid). In this study, both 
types of data are used. The primary data were collected through interviews. Since it was 
needed to explore the research questions and research topic from the banks’ perspective and 
gaining insight to banks’ attitudes, perceptions, and opinions within the subject area, face-to-
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face interviews with banks’ employees were found as the most suitable primary data collec-
tion method. Those employees were interviewed have had abundant and compatible informa-
tion about CRM approaches and systems in their banks. The interviews were conducted in 
English.  

Banks’ Web sites were used as the source of secondary data collection method. Secondary 
data from press releases and organizational background were gathered from the Web sites of 
the banks. 

The interview guide, which is shown in Appendix A, had sent by e-mail to the respondents at 
least 48 hours before conducting the interviews to provide them with enough time to fairly 
prepare themselves for the interviews. 

A common question about doing interviews is whether to record them. Using a recording de-
vice in interviews helps the researcher to minimize the possibility of losing information and 
also gives him/her the capability to recheck the collected data. Using recording devices is in 
part a matter of personal preference. Audiotapes certainly provide a more accurate rendition 
of any interview than any other method (Yin, 2003). During the interview, a recording device 
was used.  

4.5.   Design of the Interview Guide 

The Interview guide, as mentioned in the previous section, developed from the chosen theory 
in the Frame of Reference (chapter three). The Frame of Reference, itself, is based upon the 
Literature Overview (chapter two) considering the research questions stated at the end of 
chapter one. This implies that every interview questions/answers correspond to specific parts 
of the theory and thus respond to specific research questions. The division is further explained 
in Data Presentation (chapter five) and presented in the following table (4.3.). 

Table  4.3. Connection between the Research Questions, the Theory and the Interview Questions 

Research Questions Theories Interview Questions 
What are the major rea-
sons and requirements for 
implementing CRM? 

• Reasons 
• Requirements 

For implementing CRM 

1-7  

How can analytical CRM 
be applied? 

• Applications of Analytical CRM 8-14 

How can analytical CRM 
be utilized to improve 
customer profitability in 
private banking? 

• Core customers 
• Factors influencing the 

improvement of customer 
profitability 

15-18 

   Source: Author’s construction 

The interview guide contains only open-ended questions. 

4.6.   Sample Selection 

According to Saunders et al. (2003), sampling techniques provide a range of methods that en-
able you to reduce the amount of data you need to collect by considering only data from a 
subgroup rather than all possible cases or elements. Neuman (2003) argues that qualitative 
researchers rarely draw a representative sample from a huge number of cases to intensely 
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study the sampled cases- the goal in quantitative research. For qualitative researchers, it is 
their relevance to the research topic rather than their representativeness which determines the 
way in which the people to be studied are selected (Ibid). Saunders et al. (2003) propose that 
non-probability or judgmental sampling is more frequently used for case study research. They 
further state that purposive or judgmental sampling enables you to use your judgment to select 
cases that will best enable you to answer your research question(s) and to meet your objec-
tives. This form of sample is often used when working with very small samples such as in 
case study research and when you wish to select cases that are particularly informative (Ibid). 

The non-probability or judgmental sampling were used for this study. The first sampling crite-
rion was the companies which were involved in retail business and secondly were located in 
Sweden. Swedish banks, with largest market share in Sweden and diverse CRM daily prac-
tices, were found to best match the sampling criteria of this study. Several attempts had been 
made to arrange the interviews with the managers of ‘’big four’’ banks who were well in-
formed about the subject of research, but eventually received positive response only from two 
of them. Those two banks had selected for the cases of this study are Handelsbanken and a 
bank which preferred to be anonymous will be referred to Bank B. The main reason to be 
anonymous is that the provided information is largely sensitive for the bank in their hyper-
competitive industry environment. 

Although the Nordic countries are relatively small in terms of population sizes, they have the 
highest internet penetration in the world with more than 60% of the population online. Swe-
den has a population of 9,107,795 with 6,890,000 internet users and 75.6% of internet pene-
tration (internetworldstats.com, 2007).  

Sweden had a total of 127 banks at the end of 2006, which are shown in Appendix B. Swedish 
commercial banks are divided in three categories and the largest comprises the “big four” 
banks: FöreningsSparbanken (Swedbank), Svenska Handelsbanken, Nordea and SEB. These 
banks are important players on most segments of the financial market, and they account for 
slightly more than 75 per cent of the total assets on the banking market. Swedish banks are 
among the most advanced in internet banking services. All major banks in Sweden offer 
online status on accounts and other assets, online payments, and the possibility to buy and sell 
units in funds and shares. By the end of 2006, Sweden’s banks had more than 7.2 millions 
internet customers of which more than 6.5 millions are private customers (The Swedish Bank-
ers’ Association, 2007).  

4.7.   Data Analysis 

Cooper and Schindler (2006) state that data analysis is one step, and an important one, in the 
research process. Researchers generate information by analyzing data after its collection 
(Ibid).  

According to Miles and Huberman (1994), the analysis of qualitative data consists of three 
activities: data reduction, data display, and conclusion drawing. They further point out that 
data reduction refers to the process of selecting, focusing, simplifying, abstracting, and trans-
forming the data that appear in written-up field notes or transcriptions. Data reduction is not 
something separate from analysis. It is part of analysis. Qualitative data can be reduced and 
transformed in many ways: through selection, through summary or paraphrase, through being 
subsumed in a larger pattern, and so on. They further define data display as generically an or-
ganized and compressed assembly of information that permits conclusion drawing and action. 
Looking at displays helps us to understand what is happening and to either analyze further or 
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take action-based on that understanding. Better displays are a major avenue to valid qualita-
tive analysis. As with data reduction, the creation and use of displays is a part of analysis 
(Ibid). 

Conclusion drawing and verification is the third stream of analysis activity. From the start of 
data collection, the qualitative analyst is beginning to decide what things mean and the com-
petent researcher holds these conclusions lightly, maintaining openness and skepticism. Final 
conclusions may not appear until data collection is over. Conclusions are also verified as the 
analyst proceeds. The meaning emerging from data have to be tested for their plausibility, 
their sturdiness, their conformability-that is their validity. Otherwise we are left with interest-
ing stories about what happened, of unknown truth and utility (Ibid). 

Miles and Huberman (1994) further point out that there are two types of data analysis: 
Within-case analysis and cross-case analysis. The within case analysis is carried out when 
collected data in a single case will be compared with the theory included in the frame of refer-
ence to identify the differences and similarities. In the cross-case analysis, where several cases 
are involved, the objective is not only to compare those cases with each other but also to be 
able to increase generalizability (Ibid). 

The above-mentioned three steps were followed for data analysis. First, the data will be re-
duced through a case analysis where the two cases compared with the theory in the frame of 
reference. Secondly, all of the data was further will be reduced further through being dis-
played in order to have a cross-case comparison between cases. Finally, conclusions will be 
drawn based on the each case and cross-case analysis. 

4.8.   Reliability and Validity 

According to Neuman (2003), Reliability means dependability or consistency. It suggests that 
same thing is repeated or recurs under the identical or very similar conditions. Validity is con-
cerned with whether or not the item actually extracts the intended information. Validity sug-
gests fruitfulness and refers to the match between a construct, or the way a researcher concep-
tualizes the idea in a conceptual definition, and a measure. It refers to how well an idea about 
reality “fits” in with actual reality. He further explores that reliability is necessary for validity 
and is easier to achieve than validity. Although reliability is necessary in order to have a valid 
measure of a concept, it does not guarantee that a measure will be valid and it is not a suffi-
cient condition for validity. Figure 4.1 illustrates the relationship between the concepts by us-
ing the analogy of a target. The bull’s-eye represents a fit between a measure and the defini-
tion of the contract (Ibid). 

Low reliability
and low validity

High reliability
and low validity

High reliability
and high validity

A Bull’s-eye = A Perfect Measure

 
Figure  4.1. Illustration of Relationship between Reliability and Validity 

                  Source: Neuman, 2003, p.186 
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Yin (2003) discusses four different tests of judging the quality of research design: 1) Con-
struct validity: establishing correct operational measures for the concepts being studied. 2) 
Internal validity: establishing a causal relationship, whereby certain conditions are shown to 
lead to other conditions, as distinguished from spurious relationships. 3) External Validity: 
establishing the domain to which a study’s findings can be generalized. 4) Reliability: demon-
strating that the operations of a study-such as the data collection procedures can be repeated, 
with the same results (Ibid). 

Yin (2003) further proposes that every case study project should strive to develop a formal, 
presentable database, so that, in principle other investigators can review the evidence directly 
and not be limited to the written reports. In this manner, a case study database markedly in-
creases the reliability of the entire case study. For case studies, notes are likely to be the most 
common component of a database. The notes may be a result of an investigator’s interviews, 
observations, or document analysis (Ibid). 

In order to increase the validity of this research, the interviewees were contacted in advance 
about the matters were going to be discussed and also to assure that they are qualified for our 
interviews. To increase the external validity and replication logic in multiple-case studies, an 
interview guide, which can be found in Appendix A, is developed and followed through the 
study. In order to increase the reliability of our study, the researcher will try to avoid leading, 
subjective questions and will take notes during the interviews. Furthermore, the interviews 
were recorded by a voice recorder.  

4.9.   Summary of the Chapter 

In this chapter, the methodology employed to address our research problem and research 
questions were discussed. The research purpose, approach, strategy, data collection, sample 
selection, data analysis and quality criteria were presented, discussed and justified.  

The next chapter, chapter 5, incorporates the empirical presentation of the data collected. 
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5.     Data Presentation 
In this chapter, the empirical data collected from documents and interviews of two selected 
banks will be presented. One of the banks is Handelsbanken and the other one whose name 
wants to remain undisclosed will be referred to Bank B from now on. The data is collected 
based on our frame of reference and the interview guide. Each section will start with a brief 
introduction about the bank and will follow with the data collected from the interview. 

5.1.   Svenska Handelsbanken 

5.1.1.  Introduction 

Handelsbanken, strong in the Swedish market, aims to be a universal bank and has been ex-
panding its universal banking operations into the other Nordic countries and in Great Britain 
since year 2000. It covers the entire banking area: traditional corporate transactions, invest-
ment banking and trading as well as consumer banking including life insurance. As of 30 Sep-
tember 2006, Handelsbanken had 456 branches in Sweden. The number of employees on the 
average was 10127 between January to September 2006. The number of active private cus-
tomers in Sweden was 1,823,000 by the end of 2006 and online private banking customers 
were approximately 700,000 as of November 2006. 

The Svenska Handelsbanken originally founded as Stockholms Handelsbank in 1871. The 
bank began operations on July 1, 1871. During the last 100 years starting from 1914, the bank 
acquired a number of other banks. In March 2001, Handelsbanken acquired the life insurance 
company SPP and with this purchase, it became the second largest player on the Swedish life 
insurance market. 

The business operations of the Handelsbanken Group are strongly decentralized. The most 
important means of control are the corporate policy and corporate culture and an effective fi-
nancial control system. The basic concept is that the organization and work methods should 
be based on the branches’ responsibility for individual customers and not on central units’ re-
sponsibility for product areas or market segments. The bank’s organization is aimed at pro-
moting the interplay between strong branches, highly-trained specialists and efficient support 
functions. 

Handelsbanken’s offers the bank’s customers better service simultaneously as the cost level 
should be lower than in other banks. Profitability is always more important than volume. The 
bank’s higher profitability should benefit the shareholders via greater growth in dividends 
than the average for other Nordic banks. Its financial goal is to have higher profitability than 
the average for its competitors. The financial goal should be achieved by the bank having 
more satisfied customers and lower costs than its competitors. 

Handelsbanken has had higher profitability than the average for its competitors for the past 34 
years and it has had the highest level of customer satisfaction for the past 16 years and also it 
has been the most cost-effective universal bank in Europe for many years. For a long time, it 
has had a lower loan loss ratio than its competitors. No Nordic bank has a higher rating than 
Handelsbanken. 

The bank’s corporate philosophy recommends a strongly decentralized organization - the 
branch is the Bank; the customer in focus - not individual products, profitability is always 
given higher priority than volumes; a long-term perspective; Oktogonen - the Bank’s profit-
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sharing system. Below, the Handelsbanken Group’s organization is presented as a combined 
unit concentrating on the individual customer and with the individual bank branch at the fore-
front. 

 
 

Figure  5.1. Handelsbanken Group’s Organization 
Source: www.handelsbanken.se 

The face-to-face interview was conducted with the Vice President Infrastructure-Sales, Mr. 
Tibor Havas, in the Handelsbanken’s Head Office in Stockholm, Sweden on December 19, 
2006. He has been with the Handelsbanken since 1979 and prior to his current position, he 
worked as a branch manager. The interview took approximately one hour. 

5.1.2.  What are the Major Reasons and Requirements for Implementing CRM? 

According to Mr. Havas, the most important reasons for deploying CRM systems were the 
ability of these systems to enhance the integrity of different channels, tailor proper marketing 
and sales tactics for each channel and its customers and finally bring significant cost-saving 
approaches for both bank and its customers. 

The CRM systems help Handelsbanken to collect and analyze the information of the custom-
ers and offer them more personalized products and services. In this way, the bank tries to 
maintain long-term relationships and builds loyalty with the customers. 

The first year of deploying the CRM system goes back to year 1991. Today, the bank is using 
two new analytical systems called BRIO and Vendimo. BRIO is an analytical software devel-
oped by a CRM specialized software developer company with the same name. Vendimo is 
locally-developed software which its main function is to assess the profitability prospects of 
customers and offer appropriate package of services and products to them. Both of them in-
stalled and integrated throughout the computer systems of employees and managers of 
branches. The bank is currently working on a new CRM system which is going to be opera-
tional in the next two years with the goal of having more control over the branches’ activities 
and harmonizing the activities of strong branches with weak branches. The senior managers 
from the head office go to branches at least once per week to check how the employees and 
managers utilize those systems and upgrade their knowledge. 

Data and database and data warehouse are the main tools for CRM systems where they are 
accompanied with our reporting software applications such as data-mining packages. These 
data-mining packages are analyzing the data and generating different reports for the managers 
and staff of various departments that lead to better budgeting and financial planning. 

Due to the decentralized system of Handelsbanken and since each branch is the bank itself, 
each branch collects the personal and transactional information of customers via BRIO. Those 
information is then being analyzed by the BRIO and Vendimo suggesting the appropriate 
package of products, services and organizational information for customers. It also gathers the 
customers’ feedbacks. The data collected from the Internet are also fed into BRIO and the 
same above-mentioned procedures will be applied for the customers who are using online 
services and other channels.  
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Mr. Havas mentioned that the bank uses the CRM for collecting and analyzing data, integrat-
ing and executing efficient advertising, marketing, sales campaigns, managing various chan-
nels such as e-commerce and mobile commerce. 

The bank’s main CRM touch point is the branch; although other touch points such as ATMs, 
credit cards, telephone, marketing, mobile etc. are simultaneously active and widely in use. 

5.1.3.  How can Analytical CRM be Applied? 

Every branch has standardized analytical tools. The analytical CRM systems of the bank, 
BRIO and Vendimo, include various tools such as Business intelligence, OLAP (On Line 
Analytical Processing), the EIS (Executive information systems), Data Mining and other ana-
lytical applications. Beside the above-mentioned tools, the customer service and sales repre-
sentatives and managers in branches have total freedom not to consider the suggestions from 
analytical tools. They can analyze the current financial situation of the customer and make 
decisions based on their assumptions. The branch employees and managers also collect, proc-
ess and if necessary apply immediately the customers’ feedbacks for further actions. 

Each branch has its own web site and e-mail address. While the general frame of the web sites 
of all the branches stays the same, the contents and graphics of each branch are completely 
different from other branches and they are according to the surrounding environment; in this 
way, customers feel closer to Handelsbanken. The Internet empowered the analytical CRM 
systems since each branch can analyze its customers via the data acquiring directly from the 
web site of the branch. Therefore, the data is more precise and detailed than those are coming 
from the other channels since the web site and its search engine give the capability to follow 
and collect the activities of customers more directly and clearly. 

Mr. Havas also pointed out that the bank also considers the same four classifications of strate-
gically categorizing its customers: 1) high lifetime value customers; 2) early adaptors of new 
products because of their role in referring the products to other customers; 3) customers with 
new ideas who find ways to improve quality or reduce cost of services: they contact the em-
ployee or the manager of the branch and then the employee or manager of the branch contact 
a senior manager in head office to present the idea and see if they can apply the idea later; 4) 
customers with high fixed costs who makes smaller customers become profitable. The latter 
group is of high importance to the bank; therefore, the managers and employees try to have 
the best possible service and care to these customers. 

The branches profile their customers according to their historical records and related issues 
such as savings, transactions volume, satisfaction and profitability. In addition, the bank cate-
gorizes their customers based on both revenue side (usage intensity, behavior etc.) and cost 
side (products purchased, intensity of customer care usage etc.). These groupings enable the 
branches to classify their high profitable, less profitable and non-profitable customers and see 
how they can boost their relationships with the profitable customers and stimulate their less 
and non-profitable customers to use more bank’s services and products and eventually be-
come profitable. In general, these groupings affect the profitability of each branch which is 
reported on monthly basis to the head office.  

The BRIO enables the branches to continuously track and analyze the customers’ behaviors. 
The branches try to see what kind of services and products are which customers more inter-
ested via various channels and better adapt those services and products to the customers. The 
branches are able to further enhance and tailor the personalized marketing and sales activities 
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through cross-selling and up-selling in line with existing customers’ preferences and life 
styles. Each branch decides individually which benefits will motivate its own customers.  

The BRIO gives the branch detailed data about customers who are gradually decreasing their 
usages of different products and services. This gives the branch manager and its representa-
tives the opportunity to offer the customers new incentives on products and services. Besides 
that and as mentioned earlier, the employees have total freedom to override various marketing 
and sales incentives offered by the BRIO and retain the customers. Although the policy of the 
bank is to spend more time on existing customers because it is cheaper to retain a customer 
rather than acquire a new one; but the bank still continues to develop different advertising and 
marketing tactics and apply them via all available channels to attract and acquire new custom-
ers. 

5.1.4.  How can Analytical CRM be Utilized to Improve Customer profitability in Pri-
vate Banking? 

Mr. Havas emphasized that the bank’s major focus is on profitability. Regarding the profit-
able customers, the bank considers relationship volume (the annual average deposit and loan 
balances) and relationship profitability (relationship revenue minus relationship costs over a 
fiscal year). According to the information generated by BRIO, the branch then categorizes and 
prioritizes the profitable customers through profitability analytics software of the bank, 
Vendimo, and plans on the future relationships with them. Vendimo enables the managers and 
employees of Handelsbanken’s branches to cross-and up-selling different products to the 
profitable customers and simultaneously maintain a healthy financial relationship with them. 
This will accelerate the competitive advantage of the bank over their competitors. This is how 
the bank became the most profitable bank than their average competitors for the last 34 years 
with its high level of cost effectiveness and sustained the highest level of customer satisfac-
tion during the last 15 years. 

Although the Internet provides a real-time financial situation of the core customers, but the 
branch employees and managers always have more face-to-face contact with those customers; 
therefore, here the role of human being is considered more vital than the Internet in managing 
the core customers in the case of branch banking in Handelsbanken. 

According to Mr. Havas, if the core customers ask for additional services and the branch 
managers and employees find those extra services necessary to maintain good relationships, 
they do not hesitate to provide the customers with those services. Except very rare circum-
stances where the cost of service is relatively high, there is not going to be any extra charges 
for those additional personalized services. 

The branches’ managers are completely aware of the idea that 20% of the customers contrib-
ute to large share of their profit. Therefore, they try to scrutinize and serve those core custom-
ers in such a way that they will be not only pleased and delighted with the bank’s services but 
also refer the branch to their friends and business partners.  

5.2.   Bank B 

5.2.1.  Introduction 

Bank B Group is a North European financial group which was formed in 1972 through a 
merger between two very well-established Swedish banks. Bank B has a vast distribution 
network approximately 600 branch offices including 203 in Sweden (Dec. 2005), 400,000 
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corporate customers and institutions, and 1.9 million private customers in Sweden. Further-
more, it has local presence in some 20 countries around the world such as the Nordic and Bal-
tic countries, Germany, Poland, the Ukraine and Russia and has about 20,000 employees. The 
number of online private banking customers is approximately 800,000 in Sweden as of No-
vember 2006.  

Bank B has a leading position in the cards sector in the Nordic countries with brands such as 
Eurocard and Diners Club and a leader in the asset gathering and life insurance market. Its 
business concept is to provide financial services and to handle financial risks and transactions 
in such a way that customers are satisfied, shareholders get a competitive return and consid-
ered a good citizen of society. The strategy of Bank B is to strengthen its position in existing 
markets by building upon the Group’s traditional foundation as a financial partner to compa-
nies, institutions and financially active, demanding private individuals. 

The face-to-face interview was supposed to be conducted with the Directors of Marketing and 
Communication of Digital Channels, Corporate and Private, responsible for banking activities 
in Sweden at the Bank B’s Head Office in Stockholm, Sweden on December 19, 2006; how-
ever, due to unforeseen circumstances happened for one of the interviewees, a telephone in-
terview was conducted on December 20, 2006. The interview took approximately 70 minutes. 

5.2.2.  What are the Major Reasons and Requirements for Implementing CRM? 

The main reason to deploy the CRM system was the strategy of Bank B to have an integrated 
system to better watch the branches’ and various channels’ activities in different countries and 
then be able to investigate the collected information from different perspectives. It also allows 
the bank to establish a one-to-one relationship with its customers.  

The CRM system helps collect precise information of the customers by more interactive mar-
keting and then advises them to get the most proper products and services. In this way, the 
bank succeeds to establish a long-term relationship when customer enjoys a pleasant service, 
affordable and valuable products. 

Although the bank initially had the first CRM system installed in 1992, but the first integrated 
CRM system of Bank B set up in 2003 and the CRM system of Sweden is functioning sepa-
rately from other Nordic countries and the other countries. The bank uses a Swedish-
developed analytical CRM software for analyzing the customers on an accumulated basis. 

The bank first collects information of the consumers and customers through its own various 
channels and third-party databases. The database of the bank B include customer’s different 
information such as age, address, phone number, type of their banking like private or business 
etc. The bank’s database selects the customers they want to target, and then it sends the mes-
sages to the customer mostly via regular mails and as they log in to the web site of the bank. 

The bank actively gathers three types of information: first, personal and transactional infor-
mation of the customers which consist of name, date of birth, address, phone number, per-
sonummer, number of years with the bank, annual deposits and loans, etc. Secondly, the type 
of products and services that the customer currently using or need to be offered to the cus-
tomer. The bank does not use emails to its customers to inform them about the organizational 
information, potential products and services they can benefit at the present; instead, the bank 
sends those information by regular mails. The main reason for not sending that information by 
email is the security of the online channel; however, the bank is planning to start sending new 
promotions, products, and services by emails in the near future. The bank also contacts the 
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customers by phone via its telemarketing department and tries to inform them about the avail-
able promotions’ options. This has been known as a very efficient marketing approach with 
high response rate. Thirdly, the feedbacks which customers give regarding the improvement 
of the products and services through different channels. The bank also hires external resources 
to collect the feedback and overall view of customers regarding its products and services. The 
e-CRM enables the bank to track the customers’ activities via its web page and simultane-
ously offers them its various products and services. The Internet facilitates the above-
mentioned processes with high-speed exchange of information between various financial and 
non-financial (i.e. cash management, marketing, sales, etc.) departments involved to deliver 
the right products services to the right customers at the right time.  

The bank uses CRM system for different functions such as online banking services, fulfill-
ment, e-commerce, integration of bank’s multi-channels, managing sets of different and per-
sonalized marketing and sales activities such as campaigns etc.  

The customers can reach the bank through the Internet, ATMs, branches, telephone, mobile, 
direct mail and other marketing and advertising channels such as TV, radio etc. 

5.2.3.  How can Analytical CRM be Applied?  

Bank B’s Analysis/Database system is called SAS. Campaign administration is performed by 
a software called Unica/affinium. The branches’ and other channels’ employees who have di-
rect contacts with customers get the feedbacks of the customers and try to consider those 
feedbacks for the improvements of our services or making our products more competitive (i.e. 
decreasing the rate of interest if the customer mention the competitor is providing lower inter-
est rate). 

The internet integrates the analytics packages located in different channels into one database. 
This database with its analytics capabilities is able to identify the products and services that 
the customers visit more and generate more personalized and direct marketing messages such 
as mails to those customers. The bank significantly improved its marketing and sales ap-
proaches because of this real-time and fast system. 

The two directors of Bank B explained that the bank considers the customers with high life-
time value, customers who are early adopters of new products, customers with innovative 
ideas who recommend us new ways to save cost and improve the quality of the services and 
finally customers with high volume of fixed costs who make up for the less profitable cus-
tomers.  

The bank actively collects and updates the customers’ personal information, historical records 
etc.; although it does not monitor their behaviors, preferences, lifestyles and personal shop-
ping and spending habits. The bank itself measures the satisfaction not to a very high extent 
and it has outsourced this service to the expert companies. Those companies measure the sat-
isfaction mostly on accumulated basis not the individual basis. This includes the number of 
customers leaving the bank and going to the competitors. The main concentration of the bank 
on the web site is the number of times the customers are logging in, what kind of banking 
products they have viewed etc. The bank then tries to come up with a very attractive offer to 
them, retain and keep them for longest possible time. The bank is grouping the customers us-
ing the variables related to revenue side such as the frequency of the usage and cost side such 
as channel used, products purchased etc. Overall, The bank has a 12-grid segmentation model 
that initially classify its customers by considering several factors such as age, level of income, 
amount of deposits and savings with the bank etc. Each grid contains of nine squares and the 
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bank developed a strategy for each customer group. After segmentation of the customers, the 
bank sends the offers and ads of products the analytical CRM assigned as the most appropri-
ate options to the consumers and customers in different segments.  

According to the interviewees, the private banking industry in Sweden is largely hypercom-
petitive and customers of Bank B simultaneously doing business with at least two other banks 
and they try to balance their activities among those banks. The CRM system set up an alarm 
system on individual accounts that gives warning signal to the related departments if the 
banking activities of one customer dramatically decrease in a specific period of time. Then the 
bank contact the customer to see if there is any problem has recently happened that customer 
is not using the bank. When the bank knows the one customer sustain his/her current banking 
with bank B in just one product, the bank try to find out what other products this customer are 
getting from other competitors and try to sell the same product with less cost to him/her and 
improve the product mix of them. Taking customers from other competitors is a difficult and 
costly task and hence the major focus of the bank is on retaining and increasing the profitabil-
ity from the existing customers.  

5.2.4.  How can Analytical CRM be Utilized to Improve Customer Profitability in Pri-
vate Banking? 

The bank considers the relationship volume and relationship profitability. In addition, the 
bank uses its own developed 12-grid segmentation model to identify the core customers. The 
marketing and sales departments take actions on those core customers and allocate more per-
sonalized services and resources to the more profitable group and try to sell, cross-sell and up-
sell more products to those customers. 

The Internet allows the bank to identify faster and with less cost the core customers. It ex-
plores and displays the sales opportunities to the employees of the bank right after they 
logged off from their account or used other channels via tracking their visits online or claim-
ing interests to any bank’s products. Thus, the CRM system of the bank is empowered with 
the support of the Internet to retain and manage this important group of customers. 

The bank tries to provide customers with a very high volume of transactions and deposits with 
a personal financial manager to help them to organize their money. For instance, Bank B of-
fers them Stocks’ Custody Services by which the bank invests their money in stock market or 
in case a customer needs a loan, the bank gives them the best interest rate according to their 
levels of savings and transactions. The bank attempts to provide all the available services ab-
solutely at no charge for the core customers and does not charge them with extra fees in case 
of providing them with additional and personalized services.  

As two directors of the bank stated, most of the businesses have key account or strategic cus-
tomers who are not only making the most profit of the business but also compensate for the 
unprofitable customers. Considering the hypercompetitive situation of the banks in Sweden, 
employees are aware and surely believe in the large contribution of the core customers to the 
profit of the bank and especial care needed for them. 

5.3.   Summary of the Chapter 
The objective of this chapter was to present the data collected through interviews from the 
two selected cases. The answers were organized according to the research questions and then 
assigned to the related research question. 

In the next chapter, chapter 6, data analysis relevant to each research questions will be pre-
sented and discussed.
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6.     Data Analysis 
In this chapter, the data presented in the previous chapter will be analyzed. The data will be 
analyzed first within each case by comparing to the previous research utilized in conceptual 
framework. The data will then be analyzed by a cross-case analysis for each of the research 
questions. 

6.1.   Case Analysis: Svenska Handelsbanken 

6.1.1.  What are the Major Reasons and Requirements for Implementing CRM? 

According to Durkin and Howcroft (2003), a prevailing theme in the Relationship Marketing 
(RM) literature is the influence of technology in increasing channel efficiencies by lowering 
costs, or by facilitating more meaningful and profitable relationships between channel parties 
(Ibid). This is confirmed by Handelsbanken where Customer Relationship Management 
(CRM) systems enhance the integrity of different channels, tailor proper marketing and sales 
tactics for each channel and its customers and finally bring significant cost-saving approaches 
for both bank and its customers. 

As Rowley (2004) mentions, RM acknowledges that a stable customer base is a core asset, 
since it is more expensive to capture new customers than to retain existing customers. Busi-
ness success is achieved through focus on long-term relationships with customers. Customer 
relationships are the core of RM (Ibid). This was also emphasized by Handelsbanken that the 
CRM systems help the bank to collect and analyze the information of the customers and offer 
them more personalized products and services. Therefore, the bank tries to establish long-term 
relationships with them. 

According to Xu et al. (2002), the first wave of CRM solutions came in the late 1980s and 
early 1990s. Handelsbanken deployed its first CRM in year 1991 and it was among the first 
companies in their industry which embraced the new technology. 

Park and Kim (2003) argue that companies enabled by advanced information technologies can 
now collect huge amount of data on their customers and turn them into information for their 
strategic business purposes. Scullin et al. (2004) suggest that analytical CRM is a combina-
tion of a data warehouse or data mart integrated with business intelligence analytical systems 
(online analytical processing - OLAP). The objective of such a system is to give an organiza-
tion competitive intelligence, the power to tailor marketing, for example, efforts to single-
customer specifics, and the data-to-action speed to realize value from efforts faster than ever 
(Ibid). Database and data warehouse are the main tools for Handelsbanken’s CRM systems 
which are accompanied with reporting software applications such as data-mining packages. 
These softwares include data-mining packages to analyze the data and generate different re-
ports for the managers and staff of various departments that lead to better budgeting and fi-
nancial planning. This is in line with the stated theories. 

Although Handelsbanken has decentralized system and each branch functions as the bank it-
self, but it collects information from customers, then analyzes the information, sends new in-
formation to the customer and finally gathers feedbacks from the customers regarding the in-
formation they already received about the bank. It follows the same procedures which are 
stated by Park and Kim (2003) and therefore it is consistent with their theory that customer 
information, according to the content and interaction types, can be classified into three types: 
(1) Information of the customer; (2) Information for the customer; and (3) Information by the 
customer. The data collected from the Internet are also fed into CRM system and the same 
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above-mentioned procedures will be applied again for the customers who are using online ser-
vices and other channels.  

Rowley (2002) recommends that CRM systems support all stages of the interaction with the 
customer from order, through delivery to after-sales service. She further distinguishes the fol-
lowing list of functions that might apply in a CRM application: e-commerce; channel automa-
tion software; collaborative commerce software; online storefront; multi-channel customer 
management; e-service; e-mail response management; guided selling and buying; product 
configuration; order management; electronic agents; catalogue management; content man-
agement; e-customer; fulfillment software; and self-service (Ibid). Handelsbanken’s CRM 
system exercises all the above-mentioned functions. In other words, this system collects and 
analyzes data, integrates and executes efficient advertising, marketing and sales campaigns, 
manages various channels such as e-commerce and mobile commerce. 

A company can interact with its customers via a number of channels such as field sales forces, 
Internet, direct mail, business partners, and telephony (Payne & Frow, 2005). Handelsbanken 
uses the same contact points independently in each branch. The Handelsbanken’s main CRM 
touch point is the branch. In addition, ATMs, credit cards, telephone, mobile, Internet etc. are 
simultaneously active and widely in use and are managed by each branch separately. 

6.1.2.  How can Analytical CRM be Applied? 

According to Xu and Walton (2005), analytical CRM systems incorporate tools that can proc-
ess the sheer volume of customer data to support strategic customer information provision, 
customer knowledge acquisition. Payne and Frow (2005) state that analytical CRM systems 
are also able to focus on campaign management analysis, credit scoring, and customer profil-
ing. Scullin et al. (2004) contend that analytical CRM is a combination of a data warehouse or 
data mart integrated with business intelligence analytical systems (online analytical process-
ing - OLAP). All Handelsbanken’s branches are using the same analytical CRM systems of 
the bank: BRIO and Vendimo. These systems include various tools such as Business intelli-
gence, OLAP (On Line Analytical Processing), the EIS (Executive information systems), 
Data Mining and other analytical applications. Xu and Walton (2005) state that the analytics 
can guide staff that have direct contacts with customers as to which offers can improve their 
satisfaction, and make real-time recommendations on the best offers. Handelsbanken’s meas-
ures agree with the stated theory while it not only gives the sales representatives and manag-
ers in branches total freedom to consider the suggestions from analytical tools; but also the 
staff are able to analyze the current financial situation of the customer and make new deci-
sions based on their assumptions. In this way, they can keep the customers more loyal and 
satisfied.  

Gurau (2003) states that the flexible and interactive nature of the Internet offers the possibility 
to collect a vast amount of data about online customers and their interaction with the com-
pany. Processing this data provides a good basis to accurately segment the market, to effec-
tively predict customers’ behavior, and to implement one-to-one marketing campaigns (Ibid). 
Handelsbanken emphasizes on the stated theory as it acquires the data through the Internet via 
each branch’s web site and e-mail address. Therefore, in addition to the knowledge the ana-
lytical systems from the Internet provides to the branches, they have more personal contact 
with customers; then each branch has the ability to offer more personalized products and ser-
vices to its customers. 

Xu and Walton (2005) state that Marcus (2001) identified four types of strategically signifi-
cant customers: 1) the high lifetime value customer; 2) benchmarks; 3) customers who inspire 
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changes in the supplying company; 4) customers who absorb a disproportionately high vol-
ume of fixed costs, thus enabling other smaller customers to become profitable (Ibid). Han-
delsbanken applied the same classification of strategic customers. Regarding group no.3, cus-
tomers with new ideas who find ways to improve quality or reduce cost of services: first, they 
contact the employee or the manager of the branch about their innovative ideas and then the 
employee or manager of the branch contact a senior manager in head office to present the idea 
and see if they can implement the idea later. The latter group is of very high importance to the 
bank. Thus, the managers and employees try to have the best possible service and care to 
these customers. 

According to Xu and Walton (2005), in addition to identifying strategically significant cus-
tomers, the analytical CRM system will help profile and segment existing customers. Cus-
tomer profiling combines multiple aspects of customers into a coherent evaluation, such as 
customer details, historical records and contact details, customer attractiveness, or customer 
satisfaction (Ibid). Xu and Walton (2005) further distinguished four criteria for segmenting 
customers: customer profitability score, retention score, satisfaction and loyalty score, re-
sponse to promotion. Handelsbanken supports all the above-mentioned theories in segmenting 
the customers. The branches profile and segment their customers according to their historical 
records and related issues such as savings, transactions volume, satisfaction and profitability.  

Novo (2001b) explains that E-business organizations should select segmentation dimensions 
which are discriminating either on the revenue side (e.g. usage intensity and behavior), or on 
the cost side (e.g. products purchased, channel used, intensity of customer care usage and ser-
vice levels). The segmentation is performed creating customer profiles. Profiles can be de-
mographically or behaviorally based, and both these types of profile are important in their 
own ways (Gurau, 2003). Handelsbanken also considers the segmentation of its customers 
based on both revenue side (usage intensity, behavior etc.) and cost side (products purchased, 
intensity of customer care usage etc.). These groupings enable the branches to classify their 
high profitable, less profitable and non-profitable customers and see how they can boost their 
relationships with the profitable customers. In case of less and non-profitable customers, Han-
delsbanken motivates those customers to use more branches’ services and products and even-
tually become profitable.  

The Handelsbanken’s branches track and analyze and segment continuously the customers’ 
behaviors through main CRM system, BRIO. This is consistent with definition of customer 
behavior modeling provided by Xu and Walton (2005) who define it as a process that includes 
segmenting target customer groups, establishing criteria for measuring behavior, monitoring 
and tracking behavior changes, generating behavior patterns, and predicting possible future 
behavior. They further explain that customer behavior needs to be continuously monitored 
and tracked in order to identify customer behavior patterns and trends, and to detect any ab-
normal behavior or emerging patterns for managers’ attention (Ibid). The branches are able to 
enhance and tailor the personalized marketing and sales activities via more efficient channels 
using cross- and up-selling in line with existing customers’ preferences and life styles.  

Xu and Walton (2005) state that the analytical CRM will predict possible actions that are 
likely to be taken by customers based on the behavior and pattern generated. Such analytics 
will enable managers to look ahead, and to provide guidance on how best to manage and treat 
customers. For example, to predict whether a customer is likely to purchase or defect, and 
which group of customers are at risk of attrition. In addition to managerial support, the ana-
lytics can guide staff that have direct contact with customers as to which offers can improve 
their satisfaction, and make real-time recommendations on the best offers (Ibid). Handels-
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banken’s actions strongly support the stated theory. The bank’s CRM systems can detect cus-
tomers who are decreasing their activities in branches. This gives the branch manager and its 
employees the opportunity to offer those customers new incentives on products and services. 
Although the policy of the bank is to spend more time on existing customers because it is 
cheaper to retain a customer rather than acquire a new one; but the bank still continues to ap-
ply different marketing tactics using advertising various channels to attract and acquire new 
customers. 

6.1.3.  How can Analytical CRM be Utilized to Improve Customer Profitability in Pri-
vate Banking? 

Storbacka (1997), in an empirical study of two Nordic retail banks, found that both banks 
opted for a segmentation based on relationship volume (the annual average deposit and loan 
balances) and profitability (relationship revenue minus relationship costs over a fiscal year). 
The most attractive segment comprised high volume, profitable customers, a majority of 
whom represented a large portion of the total profitability of the customer base. Storbacka 
(1997) emphasizes that customer defections from this group must be kept to an absolute 
minimum (optimally at a nonexistent level) in order to maintain and/or increase the profitabil-
ity of the customer base. Handelsbanken’s major focus is on maximizing profitability. The 
bank follows the stated theory and segments its customers in terms of relationship volume and 
profitability. The branches are constantly categorizing and then prioritizing the profitable cus-
tomers through profitability analytics software of the bank, Vendimo, and plan on the future 
relationships with them. The managers of the branches have full authority to best serve the 
core customers and avoid their defections to competitors. This also agrees with the stated the-
ory of Storbacka (1997). 

Ross (2005) further explored that the Internet is critical in assisting companies deliver tailored 
responses to their marketplaces by effectively sorting good customers (profitable/valuable) 
from the bad (unprofitable/not valuable). Once organizing the customer base is completed, 
businesses can then design an individualized response in the right proportion to the expected 
level of customer profitability potential (Ibid). Handelsbanken partly agrees to the stated the-
ory; since the Internet provides a real-time financial situation of the highly profitable custom-
ers; but the branches’ managers and employees always have more face-to-face contacts with 
those customers. Hence, here the role of human being is considered more vital than the Inter-
net in managing the core customers. 

González et al. (2004) state that some customers appreciate having more control over their 
interactions with their service providers. They further argue that highly profitable customers 
demand higher levels of personalized service, but may be willing to pay for these services, 
particularly if they are rationally targeted toward their needs so that they have an appreciation 
for the true value added by such personalized services. In case of Handelsbanken, if the core 
customers ask for additional services and the branch managers and employees find those extra 
services necessary to maintain good relationships, they do not hesitate to provide the custom-
ers with those services. Except very rare circumstances where the cost of service is relatively 
high, there is not going to be any extra charges for those additional personalized services 
which can be considered as in accordance with the theory. 

It has been claimed that 20% of a bank’s customers often account for 150% of its profits 
(Sheshunoff, 1999). Therefore, financial institutions attempt to maximize their profits by fo-
cusing more resources on those valuable customer segments (Siaw & Yu, 2004). branches’ 
managers  in Handelsbanken are completely aware of the idea that 20% of the customers con-
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tribute to large share of the bank’s profit. Therefore, they try to scrutinize and serve those core 
customers in such a way that they will be pleased and delighted with the bank which is totally 
in accordance with the theory of Sheshunoff (1999). 

6.2.   Case Analysis: Bank B 

6.2.1.  What are the Major Reasons and Requirements for Implementing CRM? 

The main reason to deploy the CRM system was the strategy of Bank B to have an integrated 
system to better watch the branches’ and various channels’ activities in different countries and 
then be able to investigate the collected information from different perspectives. It also allows 
us to establish a one-to-one relationship with our customers. Bank B’s ultimate goal of de-
ploying CRM mostly confirmed the theory of Durkin and Howcroft (2003) which state that a 
prevailing theme in the Relationship Marketing (RM) literature is the influence of technology 
in increasing channel efficiencies by lowering costs, or by facilitating more meaningful and 
profitable relationships between channel parties. Bank B is trying to have a real-time and ho-
listic view on its global activities while searching for best possible solutions to decrease the 
cost and then attunes its future activities based on the results that the CRM system is con-
stantly providing the bank. Therefore, Bank B’s main reasons to deploy CRM system agree 
with the stated theory. 

As Rowley (2004) mentions, RM acknowledges that a stable customer base is a core asset, 
since it is more expensive to captures new customers than to retain existing customers. Busi-
ness success is achieved through focus on long-term relationships with customers. Customer 
relationships are the core of RM (Ibid). CRM system helps bank B to collect precise informa-
tion of the customers by more interactive marketing and then advise them to get the most 
proper products and services. In this way, the bank succeeds to establish a long-term relation-
ship when customers enjoy a pleasant service, affordable and valuable products. These meas-
ures have taken by Bank B are in line with the theory. 

According to Xu et al. (2002), the first wave of CRM solutions came in the late 1980s and 
early 1990s. The earliest CRM system of Bank B was installed in 1992.  

Park and Kim (2003) argue that companies enabled by advanced information technologies can 
now collect huge amount of data on their customers and turn them into information for their 
strategic business purposes. Scullin et al. (2004) suggest that analytical CRM is a combina-
tion of a data warehouse or data mart integrated with business intelligence analytical systems 
(online analytical processing - OLAP). The objective of such a system is to give an organiza-
tion competitive intelligence, the power to tailor marketing, for example, efforts to single-
customer specifics, and the data-to-action speed to realize value from efforts faster than 
ever(Ibid). Bank B uses its channels and third-party databases to collect information of the 
consumers. The bank’s database selects the customers they want to target, and then it sends 
the messages to the customer mostly via regular mails and as they log in to the web site of the 
bank. Therefore, the bank applies the above-mentioned theories to analyze the information of 
the customers and target customers with appropriate services and products.  

Park and Kim (2003) state that customer information, according to the content and interaction 
types, can be classified into three types: (1) Information of the customer; (2) Information for 
the customer; and (3) Information by the customer. The bank considers all stated types of in-
formation. The e-CRM enables the bank to track and analyze the customers’ activities faster 
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via its web page and simultaneously offers them its various products and services. These steps 
taken by the bank are in line with the theory. 

Bank B uses CRM system for different functions such as online banking services, fulfillment, 
e-commerce, integration of bank’s multi-channels, managing sets of different and personal-
ized marketing and sales activities such as campaigns etc. This can be considered in accor-
dance with Rowley (2002) who recommends that CRM systems support all stages of the in-
teraction with the customer from order, through delivery to after-sales service. She further 
distinguishes the following list of functions that might apply in a CRM application: e-
commerce; channel automation software; multi-channel customer management; e-service; e-
mail response management; guided selling and buying; order management; catalogue man-
agement; content management; e-customer; fulfillment software; and self-service etc. (Ibid). 

A company can interact with its customers via a number of channels such as field sales forces, 
Internet, direct mail, business partners, and telephony (Payne & Frow, 2005). The customers 
can reach bank B through all the conventional contact points such as the Internet, ATMs, 
branches, telephone, mobile, direct mail etc. 

6.2.2.  How can Analytical CRM be Applied? 

According to Xu and Walton (2005), analytical CRM systems incorporate tools that can proc-
ess the sheer volume of customer data to support strategic customer information provision, 
customer knowledge acquisition. Payne and Frow (2005) state that analytical CRM systems 
are also able to focus on campaign management analysis, credit scoring, and customer profil-
ing. Scullin et al. (2004) contend that analytical CRM is a combination of a data warehouse or 
data mart integrated with business intelligence analytical systems (online analytical process-
ing - OLAP). Xu and Walton (2005) state that the analytics can guide staff that have direct 
contact with customers as to which offers can improve their satisfaction, and make real-time 
recommendations on the best offers. Bank B uses the Analysis/Database system which is 
called SAS and a campaign administration software called Unica/affinium. The branch and 
other channel employees that have direct contact with customers get the feedbacks of the cus-
tomers and try to consider those feedbacks for the improvements of services or making prod-
ucts more competitive (i.e. decreasing the rate of interest if the customer mention the competi-
tor is providing lower interest rate). 

The Internet integrates Bank B’s analytics packages located in different channels into one da-
tabase. This database with its analytics capabilities is able to identify the products and ser-
vices that the customers visit more and generate more personalized and direct marketing mes-
sages such as mails to those customers. This is in line with theory by Gurau (2003) who states 
that the flexible and interactive nature of the Internet offers the possibility to collect a vast 
amount of data about online customers and their interaction with the company. Processing this 
data provides a good basis to accurately segment the market, to effectively predict customers’ 
behavior, and to implement one-to-one marketing campaigns (Ibid). 

Xu and Walton (2005) state that Marcus (2001) identified four types of strategically signifi-
cant customers: 1) the high lifetime value customer; 2) benchmarks; 3) customers who inspire 
changes in the supplying company; 4) customers who absorb a disproportionately high vol-
ume of fixed costs, thus enabling other smaller customers to become profitable (Ibid). As the 
two respondents of Bank B mentioned, the bank considers all the above-mentioned types of 
strategically significant customers.  
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According to Xu and Walton (2005), in addition to identifying strategically significant cus-
tomers, the analytical CRM system will help profile and segment existing customers. Cus-
tomer profiling combines multiple aspects of customers into a coherent evaluation, such as 
customer details, historical records and contact details, customer attractiveness, or customer 
satisfaction (Ibid). Xu and Walton (2005) further distinguished four criteria for segmenting 
customers: customer profitability score, retention score, satisfaction and loyalty score, re-
sponse to promotion. Bank B collects and regularly updates the customers’ personal informa-
tion, historical records etc. The bank itself measures the satisfaction not to a very high extent 
and it has outsourced this service to the expert companies. Those companies measure the sat-
isfaction mostly on accumulated basis not the individual basis which is again not in line with 
the theory in terms of measuring individual performance of customers.  

Novo (2001b) explains that E-business organizations should select segmentation dimensions 
which are discriminating either on the revenue side (e.g. usage intensity and behavior), or on 
the cost side (e.g. products purchased, channel used, intensity of customer care usage and ser-
vice levels). The segmentation is performed creating customer profiles. Profiles can be de-
mographically or behaviorally based, and both these types of profile are important in their 
own ways (Gurau, 2003). After segmentation of customers, Bank B sends its offers and ads of 
products through regular mails. Currently, the bank does not consider using email ads since it 
can endanger the security of the customers. This in not line in of the theory since email is 
proven as a highly efficient means of advertisements. 

Xu and Walton (2005) defined customer behavior modeling is a process that includes seg-
menting target customer groups, establishing criteria for measuring behavior, monitoring and 
tracking behavior changes, generating behavior patterns, and predicting possible future behav-
ior. They further explore that different customer segments may have different behavior pat-
terns and therefore modeling customer behavior needs to select a particular customer group 
(Ibid). Bank B does not monitor its customers’ behaviors, preferences, lifestyles and personal 
shopping and spending habits which is not consistent with the stated theory. 

Xu and Walton (2005) state that the analytical CRM will predict possible actions that are 
likely to be taken by customers based on the behavior and pattern generated. Such analytics 
will enable managers to look ahead, and to provide guidance on how best to manage and treat 
customers. For example, to predict whether a customer is likely to purchase or defect, and 
which group of customers are at risk of attrition. In addition to managerial support, the ana-
lytics can guide staff that have direct contact with customers as to which offers can improve 
their satisfaction, and make real-time recommendations on the best offers (Ibid). CRM system 
of Bank B set up an alarm system on individual accounts that gives warning signal to the re-
lated departments if the banking activities of one customer dramatically decrease in a specific 
period of time. Furthermore, the analytical CRM always provides the employees and cus-
tomer representatives located in different channels with many offers for a customer at a time. 
This is in line with the theory as Bank B tries to keep its existing customers satisfied. 

6.2.3.  How can Analytical CRM be Utilized to Improve Customer Profitability in Pri-
vate Banking? 

Storbacka (1997), in an empirical study of two Nordic retail banks, found that both banks 
opted for a segmentation based on relationship volume (the annual average deposit and loan 
balances) and profitability (relationship revenue minus relationship costs over a fiscal year). 
The most attractive segment comprised high volume, profitable customers, a majority of 
whom represented a large portion of the total profitability of the customer base. Storbacka 
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(1997) emphasizes that customer defections from this group must be kept to an absolute 
minimum (optimally at a nonexistent level) in order to maintain and/or increase the profitabil-
ity of the customer base (Ibid). Bank B follows the stated theory by considering the relation-
ship volume and relationship profitability. The marketing and sales departments are very cau-
tious on core customers and allocate more personalized services and resources to the more 
profitable group and try to sell, cross-sell and up-sell more products to those customers. 

The Internet allows Bank B to identify the core customers faster, with very accurate informa-
tion and with less cost. The CRM system of the bank is empowered with the support of the 
Internet to retain and manage this crucial group of customers. This is in line with the theory of 
Ross (2005) who state that the Internet is critical in assisting companies deliver tailored re-
sponses to their marketplaces by effectively sorting good customers (profitable/valuable) from 
the bad (unprofitable/not valuable). Once organizing the customer base is completed, busi-
nesses can then design an individualized response in the right proportion to the expected level 
of customer profitability potential (Ibid). Once Bank B has acquired accurate data about the 
core customers, the bank tries to provide them with the most appropriate personalized service.  

According to González et al. (2004), some customers appreciate having more control over 
their interactions with their service providers. They further argue that highly profitable cus-
tomers demand higher levels of personalized service, but may be willing to pay for these ser-
vices, particularly if they are rationally targeted toward their needs so that they have an appre-
ciation for the true value added by such personalized services (Ibid). Bank B tries to provide 
customers with a very high volume of transactions and deposits with a personal financial 
manager to help them organize their money. The bank tries to provide all the available ser-
vices absolutely at no charge for the core customers. This is consistent with the theory. 

It has been claimed that 20% of a bank’s customers often account for 150% of its profits 
(Sheshunoff, 1999). Therefore, financial institutions attempt to maximize their profits by fo-
cusing more resources on those valuable customer segments (Siaw & Yu, 2004). According to 
the respondents, Bank B is aware of this fact and believes in the large contribution of the core 
customers to the profit of the bank. The bank always tries to sustain best possible relationship 
with this group of customers.   
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6.3.   Cross-Case Analysis 

In this part of the chapter, the two case studies comprised Handelsbanken and Bank B will be 
compared to each other. The cross-case analysis will be structured according to the three re-
search questions of this study. In order to give the reader an overview of the case studies, a 
number of tables have constructed and a brief explanation about the information inside them 
will be presented. 

6.3.1.  What are the Major reasons and Requirements for Implementing CRM? 

  Table  6.1. Cross-Case Analysis: Reasons and Requirements for Implementing CRM 

                                           Company
Theories Handelsbanken Bank B 

Reasons to Deploy CRM 
- Increasing channel efficiencies Yes Yes 
- Facilitating profitable relationships Yes Yes 

- Integrating Channel Parties  Yes: but decentralized 
System in branches) Yes 

- Establishing Long-Term Relationship Yes: stronger via face-to-
face contacts in branches Yes 

Requirements for Implementing CRM 
- Early Adoption of CRM System Yes, 1991 Yes, 1992 
- Information Technology Tools Yes Yes 

- Non-Information Technology Tools Yes: stronger via face-to-
face contacts in branches Yes 

Collection of Information 
- Information of the Customer  
- Information for the Customer  
- Information by the Customer 

Yes 
Yes: stronger via branches 
Yes: stronger via branches 

Yes 
Yes 
Yes 

CRM Functions Yes: all major ones Yes: all major 
ones 

CRM Channels Yes: all major ones (main 
one is the branch) 

Yes: all major 
ones 

  Source: Author’s construction 

As it can be observed from Table 6.1, both banks largely share common reasons for initial 
deployment of CRM systems. The major difference between the two cases is decentralized 
CRM system in Handelsbanken. While CRM system in Handelsbanken is mainly concen-
trated in branches without any connection to each other, Bank B’s CRM system is integrated 
globally although in each country functions separately. Handelsbanken’s branches are report-
ing their performances to the head office at the end of every month; but in case of Bank B, 
this is possible every moment they wish. About requirements for implementing CRM, they 
widely share on different elements of this category. Handelsbanken is stronger in non-
information technology tools such as the capability of its employees to collect high quality 
and first hand customer feedbacks because of its strong branch presence. Again in terms of 
collection of information, Handelsbanken is stronger in providing the information of products 
and services to the customers (information for the customer) and receiving their feedbacks 
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(information by the customer) and reacting faster to their feedbacks. Both banks are exercis-
ing common banking functions and using most of the conventional channels. 

6.3.2.  How can Analytical CRM be Applied? 

Table 6.2 displays the factors related to application of analytical CRM. Although both banks 
take different approaches because of the decentralized and centralized system, but they largely 
share on various issues related to the application of analytical CRM. Since each Handels-
banken’s branch has its own web site, then e-CRM analytics is managing only the data of that 
branch; while Bank B has only one web site and it can react better to the data coming from 
the Internet. The other difference is in profiling and segmenting customers where Bank B out-
sources its satisfaction measurement and the bank itself does not investigate the satisfaction of 
its customers by any means. The other noticeable difference is in segmentation of the custom-
ers according to their behaviors, Bank B does not consider it which is of high importance 
nowadays. Analyzing the customers’ behaviors provided Handelsbanken with the opportunity 
to take predictive actions on defecting customers and strengthen the relationship with existing 
customers by upgrading their current services and products. 

  Table  6.2. Cross-Case Analysis: The Applications of Analytical CRM 

                                       Company 
Theories Handelsbanken Bank B 

Analytical CRM Systems Yes: managing data related 
to each branch 

Yes: integrated all   
over Sweden 

E-CRM Analytical Tools 
Yes: managing  data col-

lected from  the web 
site of each branch 

Yes: managing  the 
data collected  
from the bank’s 
main web site 

Profiling and Segmentation of the Customers 
- Four Types of Strategically Sig-

nificant Customers Yes Yes 
- Customer profiling: Customer de-

tails, historical records and contact 
details, customer attractiveness, or 
customer satisfaction 

Yes 
Yes: outsourcing the 
customer satisfaction 

measurement to the 
expert companies 

- Customers’ Segmentation: Cus-
tomer profitability score, retention 
score, satisfaction and loyalty 
score, response to promotion 

Yes Yes: same as above 

- Segmentation based on 
- The revenue side 
- The cost side 
- Customers’ Behaviors 

 
Yes 
Yes 
Yes 

 
Yes 
Yes 

No: does not consider
Predictive Analysis 
-  Customer Defection 
-  Prospective Customers 

Yes: more focus 
Yes: less focus 

Yes: more focus 
Yes: less focus 

  Source: Author’s construction 
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6.3.3.  How can Analytical CRM be Utilized to Improve Customer Profitability in Pri  
vate Banking? 

Table 6.3 shows the role of analytical CRM in customer profitability in private banking. Both 
banks share on the factors influencing customer profitability and the impact of the Internet on 
the customer profitability and overall the core customers. Although, two significant discrep-
ancies are discovered: first, Handelsbanken is using the Internet via the branches’ web sites to 
scrutinize more accurately the core customers and then serve them better in the branches. Sec-
ondly, Handelsbanken enjoys having more face-to-face contacts with the core customers 
through branches and even banking activities in different channels are eventually directed to 
and handled by the branches and their employees. Therefore, Handelsbanken has a better 
chance to delight those customers and establish long-term relationship with them. 

 Table  6.3. Cross-Case Analysis: The Role of Analytical CRM in Customer Profitability 

                              Company 
Theories Handelsbanken Bank B 

Customers’ Segmentation in Banking  
- Relationship Volume  Yes Yes 
- Relationship Profitability Yes Yes 

Impact of the Internet on Cus-
tomer Profitability 

Yes: to a lager extent since it acts as an 
enabler then managed mostly through 
face-to-face contacts in branches 

Yes: to a 
lesser extent 

Core Customers 
- Extra Personalized service Yes: at no extra charge except rare cir-

cumstances 
Yes: abso-
lutely at no ex-
tra charge 

- Recognized Importance to the 
Profit Share Yes: more care throughout branches Yes 

 Source: Author’s construction 

6.4.   Summary of the Chapter 

In this chapter, first two cases were analyzed separately by comparing the collected data with 
the previous researches used in frame of reference and then the two cases were compared to 
each other to distinguish the similarities and differences which had presented in number of 
tables each accompanied with a short explanation. 

The last chapter, chapter 7, the results of three research questions will be reviewed more spe-
cifically, implications for management will be discussed, and finally some possible avenues 
for further research will be presented.   
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7.     Conclusions and Implications 
In this final chapter, conclusions drawn from the study will be presented. Subsequently, impli-
cations for management, and finally suggestions for further research will be discussed. 

7.1.   Conclusions 

In this study, two areas 1) analytical CRM and 2) customer profitability are combined to ad-
dress the research problem of this study: 

How does analytical CRM improve customer profitability in private banking? 

The findings of this study suggest that CRM helped both banks facilitate profitable relation-
ships and establishing long-term relationships. Therefore, CRM deployment is positively re-
lated to the creation and continuance of profitable and long-term relationships. This affirms 
the assertions made by Durkin and Howcroft (2003) that a prevailing theme in the Relation-
ship Marketing (RM) literature is the influence of technology in increasing channel efficien-
cies by lowering costs, or by facilitating more meaningful and profitable relationships be-
tween channel parties (Ibid). It is also consistent with Rowley (2004) who mentioned RM ac-
knowledges that a stable customer base is a core asset and business success is achieved 
through focus on long-term relationships with customers. Customer relationships are the core 
of RM (Ibid). Amazingly, Handelsbanken performs better than Bank B in case of establishing 
long-term relationships and this can be attributed to its large number of branches (456) com-
pared to the very low number of bank B’s branches (203). In this way, Handelsbanken created 
huge face-to-face contacts with its customer and it can be the main reason for its strength in 
private banking. 

While both banks possess the essential infrastructure for CRM (information technology and 
non-information technology tools), Handelsbanken is more vastly stronger in terms of non-
information technology tools such as the capability to collect the customer feedbacks and 
complaints. This can be again due to its large local presence and adopting more localized ap-
proaches. The above-mentioned findings are consistent with previous research of Lang and 
Colgate (2003) who propose that both IT and non-IT mediums (i.e. human interaction) can be 
used as an approach towards relationship development. 

In terms of utilization of the categories in CRM classification, both banks are applying opera-
tional, analytical, collaborative, and e-CRM. Although Handelsbanken is again stronger in 
more effectively conveying the information for the customer and more efficiently receiving 
information by the customer, this can be attributed to its broader branches’ presence. 

Handelsbanken’s case is not fully consistent with the theory of Smith (2006) who claims that 
an effective CRM strategy involves the integration of all customer touch points. Although all 
the touch points are inter-related in each branch, but they are not connected across the 
branches. Therefore, the bank is not able to determine the daily performance of each channel 
in each branch until the end of each month that the central office receives the reports of the 
branches and then it can identify the strengths and weaknesses of the channels. This is also 
true in case of e-CRM analytical tools which each branch has its own web site and it only 
processes the information of that branch. This is a weakness compared to the bank B which 
can discover the deficiencies of its online services on real-time basis via one main web site 
which is serving the customers. 
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In case of profiling and segmentation of the customers, both banks are practicing almost the 
same approaches. Relationship volume and relationship profitability are tow major factors 
that both banks are considering in segmentation of their customers. Moreover, both banks are 
actively considering predictive analysis in terms of defecting and prospective customers. One 
major discrepancy is outsourcing the customer satisfaction measurement by bank B which can 
be executed by CRM systems by the bank itself. Other one is bank B which does not consider 
customers’ behaviors.  

The Internet had a positive impact on both banks in terms of customer profitability and this 
attests the claim by Ross (2005) who state that the Internet is critical in assisting companies to 
deliver tailored responses to their marketplaces by effectively sorting good customers (profit-
able/valuable) from the bad (unprofitable/not valuable). Once organizing the customer base is 
completed, businesses can then design an individualized response in the right proportion to 
the expected level of customer profitability potential (Ibid). Handelsbanken utilizes the Inter-
net to scrutinize better the core customers and then provide them with highly personalized and 
specialized services in its localized branches. 

The previous research by González et al. (2004) claims that some customers appreciate hav-
ing more control over their interactions with their service providers and they further argue that 
highly profitable customers demand higher levels of personalized service, but may be willing 
to pay for these services. Both banks do not charge for extra personalized services albeit Han-
delsbanken mentioned that it might charge at very rare circumstances. This partially concurs 
with the above-mentioned findings of González et al. (2004). 

It has been claimed that 20% of a bank’s customers often account for 150% of its profits 
(Sheshunoff, 1999). Therefore, financial institutions attempt to maximize their profits by fo-
cusing more resources on those valuable customer segments (Siaw & Yu, 2004). Both banks 
are fully aware of the potentiality of core customers and both have allocated extensive re-
sources and highly professional employees to serve these customers with the best possible 
service. However, Handelsbanken, with its vast local presence of branches, can easily excel 
bank B with almost less than half in terms of number of branches. 

7.2.   Implications for Management 

While the focus of most business organizations has been on operational CRM, the analytical 
CRM is widely ignored. There has been a significant increase on the awareness and utilization 
of analytical CRM in the last four years according to Xu and Walton (2005). 

Analytical CRM helps the companies segment, profile, and gain a better knowledge from 
their customers on their activities. Therefore, it enables them to have a one-to-one relationship 
and consequently better delivery of products and services. It also provides the companies with 
the capability to analyze the contact points, marketing campaigns and evaluate how they are 
performing. It can advise the managers how to make strategic decisions on the above-
mentioned issues. Furthermore, it can guide the managers how to take advanced measures on 
allocating more resources on growing areas and aggravating activities on the unprofitable, 
less profitable customers and weak areas of business to improve them. 

The analytical CRM plays a vital role in banking industry where the competition is extremely 
high and profit margins are relatively low. It is of great importance for the banks to attract 
new customers, retain existing ones, and establish long-term relationship with profitable ones. 
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The analytical CRM empowers the managers what are the best approaches to entice prospec-
tive customers, how to keep the existing ones and avoid defecting them to the competitors.  

The most profitable customers are the ones who contribute to a very high share of profit in 
any business organization. In case of banks, it has been claimed that 20% of a bank’s custom-
ers often account for 150% of its profits (Sheshunoff, 1999). Therefore, the analytical CRM 
can assist the managers of the banks to scrutinize those core customers and then to provide 
them with personalized services and products. It can guide the managers and employees how 
to boost the relationships with those customers by providing them the right products, services, 
and additional services at the right time via the most appropriate channel and by offering them 
diverse and pertinent cross - and up -selling options. 

7.3.   Implications for Further Research 

Based on conclusions and a number of issues that raised during the research process, some 
topics can be considered as future opportunities to be explored by interested researchers. 

First of all, one of the cases of this research study is functioning under decentralized system 
and it is amazingly one of the market leaders in the industry. Further investigation can be per-
formed to explore how its CRM system, and specifically its analytical CRM, can adopt the 
best possible actions in each branch which works separately from other branches while the 
head office can not advise the branch on the best possible actions until it receives the monthly 
report.  

Secondly, the focus of this thesis was just on customer profitability on core customers. Fur-
ther investigation can be executed on less or unprofitable customers to see what measures can 
provide analytical CRM to the organization to make them profitable. This can be extended to 
the proactive approaches taken by analytical CRM to detect the customer who are at the risk 
of attrition or defecting to other competitors and what predictive measures can be recom-
mended by analytical CRM to minimize and improve the customer churn rate. 

Thirdly, analytical CRM can help the business enterprises measure the marketing campaigns 
via multiple channels. Another interesting topic is to look at how analytical CRM assists to 
accelerate their effectiveness and efficiency and to responsively re-allocate resources as con-
ditions change. Another topic is to investigate how analytical CRM to gauge and boost the 
performance of the channels of an organization individually and collectively. 

Last but not least, the role of analytical CRM to integrate the data (structured, non-structured) 
related to customer complaints, feedbacks, and surveys collected via various channels and fur-
ther process them to knowledge, can be the topic of a further research. This can be extended 
to subsequent actions needed to be taken to avoid customers’ dissatisfaction and defection.  
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Appendices 

Appendix A: Interview Guide 

General Information 

Name of the bank: 

Number of employees: 

Name of the respondent: 

The respondent’s position: 

Number of Online Banking customers: 

The first year of starting online banking: 

The first year of deploying CRM:  

Number of your online private banking customers and percentage of that to total online cus-
tomers: 

Q1 - What were the initial reasons to deploy CRM systems?  

Q2 - How does the CRM help you establishing long-term relationship with your customers? 

Q3 – Can you provide some information about your CRM systems? 

Q4 - What is the role of data and database in your CRM system?   

Q5 - Regarding Customer Data and Information: Do you collect: 

• Personal and transactional information. If yes, How; If no, Why?  

• Product, service and organizational information. If yes, How; If no, Why? 

• Non-transactional customer feedback information. If yes, How; If no, Why? 

• E-CRM? If yes, How; If no, Why? 

      What is the role of the Internet in the above-mentioned issues?  

Q6 - How do you use the CRM? (e-commerce, e-service, self-service, multi-channel customer 
management) 

Q7- How do you reach your customers (CRM touch points)? (Marketing, services, advertis-
ing, sales, branches, telephone, e-commerce and m-commerce) 

Q8- What applications do you use to analyze customers data? How do you manage customer  
data which is non-technological (e.g. face to face interaction)?  

Q9- What is the role of the Internet in your analytical CRM system? 

Q10- How do you strategically categorize your customers?  
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• high lifetime value customers  

• Early adopters of new products  

• Customers with new ideas who find ways to improve quality or reduce cost  

• Customers with high volume of fixed costs which enable smaller customers to become 
profitable.   

Q11- How do you group your customers on the basis of historical records and other related 
details (i.e. customer profitability, retention, satisfaction and loyalty)? How this group-
ing improves bank’s performance? 

Q12- In what other ways do you categorize your customers:  

• Revenue side (e.g. usage intensity and behavior)?  

• Cost side (e.g. products purchased, channel used, intensity of customer care usage and 
service levels)? 

Q13- Do you regularly monitor and analyze customers’ behaviors and characteristics (i.e. 
Customers’ details, historical records, demographics, preferences, life styles and per-
sonal habits)?  

Q14- How do you use analytical CRM to identify and prevent your defecting customers to 
switch to competitors? What about your prospective customers? 

Q15- How do you categorize your profitable customers? Do you consider relationship volume 
(sum of the customer’s yearly average deposit and loan balances) and relationship prof-
itability (relationship revenue minus relationship costs over a fiscal year) in categorizing 
your customers? If yes, how? How do you manage different categories? How does this 
affect the bank’s goals? 

Q16- How is the Internet banking empowering your bank to target, reach, and overall retain 
core customers?  

Q17- Do you provide those core customers with additional personalized services and extra 
control over their interactions while you know they are ready to pay additional charges 
for those services? If yes, how? If no, why? 

Q18- Do you believe that 20% of the bank’s core customers contribute to 150% of its profit?  

Is there anything regarding above-mentioned matters that you would like to add? 
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Appendix B: Number of Banks in Sweden According to Their Types 
Type of  

 

 

 

 

 

 

 

 

         Source: The Swedish Bankers’ Association, 2007 

2005 

(Dec) 

 

Type of Bank Number (Dec. 2006) 
Swedish commercial banks  26 

- of which the ‘’big four’’ 4  
- of which former savings banks 12  
- of which other Swedish commercial banks 10  

Foreign banks  28 
- of which subsidiaries 4  
- of which branches 24  

Savings banks  71 
Co-operative banks  2 
Total  127 


