
• Achieve higher cross-sale ratios

• Understand their customers needs more
intimately

• Provide a more consistent customer 
experience

• Deepen the customer relationship over time
through intelligent use of information.

• Obtain cost reductions through improved
processing efficiency

No one would argue with the intended benefits
of CRM, however many will question the level
of return on investment for their shareholders.
Too often when this is considered the response
is ‘How much more do we have to spend to get
this right?’ and ‘Where will the revenues come
from to fund this and the other initiatives we
have planned?’ 

Revenue Enhancement – 
An alternative approach

CRM rarely delivers much needed additional
revenues in the short term; its aim is to deliver
long-term revenues over the customer lifetime.
However, the need for funding of new initiatives
and organic growth of income is ever-present.
As traditional income sources decline through
margin, competitive, consumer, regulation and
commoditisation pressures, the need for sus-
tainable incremental revenue streams is critical.

The Internal Challenge

Most banks will continue to focus on revenues
and improving performance against targets. In
doing so many will set up project teams to
deliver this improvement. Often, however
these efforts fail to deliver the much-needed
revenue streams, or do so in such a way that
destroys many customer relationships.
Traditional approaches to enhancing revenues
continue to be taken without reference to the
efficacy of the initiative, the impact on the cus-
tomer relationship and behaviour, or indeed the
sustainability of the new revenue stream. This
relative lack of success is rarely the fault of the
people involved but rather a function of looking
in the wrong areas, from a sub-optimal perspec-
tive resulting in decisions being taken intuitively
rather than accurately modelled assumptions.
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Over the past decade, retail banks across
Europe have spent billions on Customer
Relationship Management (CRM) technol-
ogy, in addition to ongoing legacy system
replacement and upgrade programmes.
Key questions are often raised about how
effective this investment has been in
returning incremental revenues. Whilst this
investment is necessary for strategic pur-
poses, banks should also focus on how to
drive the business and achieve incremental
revenue growth whilst CRM revenues come
on stream.

Past, Current, and Future
Investment vs Revenues 

“We must return to the basics and con-
centrate on our core competencies. We
need to focus on improving customer
satisfaction, increasing our share of wallet
and reduce our operating costs - leading
to greater revenues.”

The above is an often-quoted mantra by senior
banking executives across the globe. To achieve
these goals many have been encouraged to
focus their strategy around the long-term ben-
efits of CRM. Having taken the plunge, many
now question the effectiveness of the imple-
mentation and the marginal response in
revenues to date.

Despite the sub-optimal benefits received to
date, the strategy remains sound. Through
investment in CRM technology, a bank can
expect to:



enue increases often prove unsustainable, result
in customer attrition and attract negative media
attention.

Time for a change? – A proven
approach

To create sustainable incremental revenue
streams, banks need to implement tactical pric-
ing strategies that take account of the value
exchange between bank and customer, the driv-
ers of value, and customer tolerances.
Furthermore, through understanding customer
elasticity and needs, opportunities can be creat-
ed to achieve sustainable revenue streams that
are not subject to competitive pressure.
Aligning prices, in accordance with the value
exchange can create more transparent, fair and
acceptable basis for charging customers.

Where pricing is a key factor for the customer,
banks need to balance the pricing of these serv-
ices with those that are inelastic in nature. This
will enable an optimal pricing mix to be devel-
oped to ensure that revenue is not
compromised whilst remaining attractive in 
the market.

Raising revenue need not destroy 
the customer experience!

Customers are the reason why banks exist and
any attempt to increase revenue should take
this into consideration. Many banks attempt to
create environments that they feel promote fair
customer treatment. Unfortunately, too often
the reality is that they create even more confu-
sion amongst customers as propositions get
more complex or more choices are offered.

The consequence of this is that it places bank
staff in a very difficult position to defend fees
and as a result, refunds and fee-waiving are a
default option. Fair and consistent initiatives
can only be built successfully by keeping the
customer at the core of the proposition. This
approach enables both bank staff and customer
to understand the customer agreement and the
inherent value exchange of valued service for a
price. As a result the ability of the bank to opti-
mise fee collection increases.
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The common initiatives attempted by banks,
which often do not yield the expected results,
can be characterised as follows:

Focus on market share – and make a loss!

The theory is that by increasing market share
by offering a loss-leading product will result in
increased revenues due to a larger critical mass
of customers. The problem with this approach
is that in many cases the cost involved in acqui-
sition is high. To recoup this cost requires a
long-term relationship and successful cross-
sales activities. Each of these requirements are
immensely challenging in practice resulting in
only marginal change to the profitability of 
the portfolio.

Focus on  market share – cut prices and
make a loss!

Many banks believe that customers are sensi-
tive to all prices and therefore reduce profit
margins to attract new customers. In so doing,
the intention is that a larger portfolio will lead
to larger revenue streams. For example, in the
UK current account market, some banks offer
high interest yielding current accounts to cus-
tomers in an effort to attract customers from
competitors. The problem with this approach is
that some switchers will switch again when a
competitor offers a higher rate, meanwhile
interest income is lost, acquisition cost remains
unpaid and the relationship is not yet deep
enough to successfully cross-sell other prod-
ucts. For those that stay, the bank now needs
to sell even more products to recoup the
acquisition cost and the loss of margin inherent
in the proposition.

Desperate last attempt – raise your prices!

In need of quick revenue, banks often resort to
tariff increases across the board without think-
ing through the consequences. Typically these
rises are carried through without regard to
customer sensitivity and elasticity to the
charge, the likelihood of competitor reaction
and the impact on the strength and longevity of
the customer relationship. Consequently, rev-

C
arreker Review



profitable element of this new customer
base?  What steps will you take to create and
maintain sustainable revenue streams for
the future?

3. When you last increased your prices, did this
produce sustainable increased revenues or
did you increase customer attrition, com-
plaints and inspire adverse customer and
media attention with minimal increased rev-
enues?  Did these results mirror your own
predictive modeling and expectations?

4. When you plan for changes to your cus-
tomer propositions, how do you ensure that
the customer experience is enhanced in addi-
tion to creating incremental revenues in the
short term?

In answering these questions, if you are uncer-
tain about the likely success of future initiatives,
perhaps it is time to adopt a different approach.
Perhaps it is time to initiate a process that:

• Ensures your customer propositions remain
attractive in the market-place whilst creating
sustainable incremental revenue streams 

• Optimises revenue streams whilst supporting
your product and customer experience
strategies.

• Establishes an equitable value exchange
between your bank and your customers.

Michael MacGeoch (Senior Principal and Client
Director) and Matthew Booth (Senior Consultant)
deliver international client engagements with
Carreker Corporation’s Revenue Enhancement
Division, which has delivered more than €9.5 billion
in annuity revenue for its banking clients.
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The multi-channel experience – success 
or failure?

A well developed multi-channel approach
should consider the customer. Customers
should be treated fairly and consistently across
all channels. This approach simplifies the cus-
tomer proposition and ensures that revenue 
is not lost through inconsistent processes 
and systems.

All banks aspire to achieve a consistent experi-
ence, but even the slightest inconsistencies
across channels can lead to substantial revenue
losses. These losses are typically a result of a
bank not offering a particular service through a
channel or providing a service free of charge –
this could be through a conscious decision or a
lack of awareness of the service existing in that
channel. In addition, by understanding the cus-
tomer value drivers for each delivery channel
and service, the bank is in a position to opti-
mise the pricing strategy and therefore
opportunities for building sustainable revenues
are achievable.

Time for something different!

In Europe, only 4 out of 10 retail banking cus-
tomers are profitable. With a 40% chance of
recruiting a profitable customer, banks need to
try new ways to generate incremental rev-
enues. If building the customer portfolio is a
strategic imperative, making the portfolio prof-
itable is critical!

With that situation in mind, there are some
critical questions we like to ask our clients at
the outset of our engagements:

1. What proportion of your customer base is
profitable?  If it is less than 40%, how do you
plan to broaden the base of profitability?

2. Did your last campaign to increase market
share result in increased revenues and prof-
itability? How long did you retain the

C
arreker Review

page 3Revenue Enhancement – Time to change to 
a more successful route to increased revenues?  


