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                                                            ABSTRACT 

This paper involves in depth study and analysis of the impact of Internet-marketing in the 

banking industry. It also includes the study about Internet-marketing research for the 

purpose of analyzing various aspects related to Internet-marketing such as the importance 

of Internet-marketing applications in the financial services, how E-marketing differs from 

traditional marketing, the Internet marketing benefits in the banking services and the 

impact of E-marketing on the banking profitability and how CRM activities as a 

component of E-marketing can play a vital role on the banking services. 

 The purpose of this study is to bring insight and deeper understanding into some 

objectives such as how banks can market their products and services in a global market 

with minimum cost by using the Internet, how the Internet marketing helps customers to 

have easy access to the data in product and services with a low cost and allows the 

marketer to reach consumers in a wide range of ways and enables them to offer a wide 

range of products and services.         

The aim of this research is to investigate how banks use "Electronic Customer 

Relationship Management" tool to maintain their customer relations by using the Internet 

and what benefits are derived by using this E-CRM tool and how successfully this tool is 

implemented in a bank. It is found that the return on investment (ROI) from Internet-

Marketing can far exceed that of traditional marketing strategies.  

 

 KEY WORDS:  Internet-Marketing, Banking Services, Electronic Customer Relationship 

Management, Global Market, Return on Investment 
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INTRODUCTION 

 Today marketing is not just developing, delivering and selling, it is moving towards 

developing and maintaining long term relationships with customers. Relationship 

marketing is becoming important in financial services. Managers really need to look at 

areas where opportunities lie, because industry consolidation, virtual delivery channels 

and the ability to move money around with a click of a mouse are making it easier for 

customers to leave one bank for another. In this situation CRM is an opportunity that 

banks can avail to rise above minor advantages by developing actual relationships with 

their customers. 

 In online banking face to face interaction between bank and customer is not seen. This 

create huge service gap for banks how to serve and maintain customer relations in online 

environment. The aim of this research is to investigate how banks use "Electronic 

Customer Relationship Management" tool to maintain their customer relations by using 

the Internet and what benefits are derived by using this E-CRM tool and how successfully 

this tool is implemented in a bank. The findings indicate that banks use E-CRM mostly 

for mass customization, customer profiling, self service, one to one interaction and 

automatic locks in flow of financial data like security prices which ultimately results in 

reduced cost of operation and increased customer loyalty and more profits. Similarly staff 

training and customer feedback is considered as backbone for successful implementation 

of E-CRM strategy. 

A banking service has been dynamic during the last decade due to the advent of the 

internet in marketing of banking sector. One of the most vital challenges of the internet as 

a service delivery channel is providing and maintaining service quality. The purpose of 

this study was to gain better understanding of the impact of internet on marketing of 

banking services. The internet has become more powerful media of providing banking 

services. Banks use the internet as a new distribution channel for their products and 

services. The internet facilitates home banking services which is becoming more popular 

in recent time. E-marketing in financial services sector was made possible by the arrival 

of e-banking. E-marketing builds on the E-channels ability to provide detailed data about 

customer financial profiles and purchasing behavior. 

The banking industry is currently in the forefront of the developments of technology-

based service delivery. Interesting from a value creation perspective is that banks, not 

consumers, drive the technology-based service usage by pushing customers towards more 

cost-efficient service delivery channels. For customers this influences banking service 

value because the service delivery frequently occurs without customer–service employee 

interaction. Customers are creating the service themselves through technology-based self-

services such as ATMs, internet, or mobile phone. With these self-service technologies, 

that is 'technological interfaces that enable customers to produce a service independent of 

direct service employee involvement‟; customers can create value without the explicit 

involvement of the service provider. It has even been suggested that technology is 

eliminating interpersonal service encounters altogether.  
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HISTORICAL VIEW TO EMERGING OF THE INTERNET IN THE GLOBAL 

SCENE 

While the Internet has been in existence the 1960s, it was not until the advent of the 

world wild web (WWW) that businesses began to modify practices in an attempt to 

exploit the advantages of this new technology. Most early entrant primarily focused on 

informational activities while discovering limiting technologies and perplexing consumer 

behavior. Few companies were able to utilize the internet full capabilities „and stories of 

failure amassed. The transaction was seldom smoothed, and companies enjoyed a mixture 

of success and failures. In this period one lesson became clear: electronic business 

operated in a distinct and unique manner from traditional business activities. Today, the 

internet has exploded into mainstream society. The electronic medium has created an 

informational and communication revolution that has forever changed the overall 

business environment. Consequently, marketers continue to explore the possibilities of 

electronic marketing as an ideal channel for communication, entertaining, selling, and 

distributing goods, services, and ideas. Marketers seek opportunities to tap the internets 

potential for optimizing performance and success, while realizing that it remains a 

dynamic ever-changing medium. With the brisk rate of change, the state of electronic 

marketing remains fluid, success factors transform, and marketers must continually 

pursue the most robust advances in the field.  

Internet Marketing Center was founded in 1996 by the late Internet marketing expert 

Corey Rudl that is focused on the research, development, and test of cost-efficient e-

business and e-commerce marketing strategies and automated solutions that could be 

applied to small and home-based business owners and produce revenues and profits. As 

one of the recognized leader in the Internet marketing industry, Internet marketing Center 

continues to develop practical and cost-efficient marketing software and strategies for 

online-based businesses of all size. Because of their innovative software solutions and 

effective marketing recommendations, their websites draw more than 1.8 million web 

visitors every month, which brought more than $7.6 million each year. It is exclusive of 

millions of dollars worth of income generated by thousands of Internet marketing 

business worldwide. 

Globalization and technology improvements have exposed companies to a situation with 

tough competition. In this new era companies are focusing on managing customer 

relationships in order to efficiently maximize revenues. Today marketing is not just 

developing, delivering and selling, it is moving towards developing and maintaining long 

term relationships with customers. Relationship marketing is becoming important in 

financial services. Over the past two decade, the literature has argued that businesses 

across all sectors will have to change their approach to marketing. (e.g., day2000; 

Gronroos2000, Hunt 2000, Webster2000). Such a marketing approach is very different 

from the more traditional one of marketing through 4Ps transaction (i.e. product price, 

place, promotion).  
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IMPORTANCE OF THE INTERNET APLLICATIONS IN THE FINANCIAL 

SERVICES 

Internet banking identifies a particular set of technological solutions for the development 

and the distribution of financial services, which rely upon the open architecture of the 

Internet. (Corrocher, 2002) The financial services business has undergone major 

restructuring the last decade, yet this process has just begun. The Internet has major 

influence on financial services and shows every sign of becoming the distribution channel 

across all product categories and business models over the next decade. (The Norwegian 

Financial Services Industry, 2006) 

The use of the Internet as a distribution channel for banking sector varies by country. In 

the new world, distribution can be done by the phone company, statements by financial 

management software, facilitation by different kinds of agent software, and origination 

by any number of different kinds of product specialists. The integrated value chain of 

retail banking will thus have been deconstructed. However, banks would not become 

obsolete, but their current business definition would change – specifically, the concept 

that a bank is a vertically integrated business where products are originated, packaged, 

sold, and cross-sold through proprietary distribution channels. Because of the Internet, 

customers can access information and make transactions in a variety of new ways. In 

today‟s integrated business model, the retail bank stands between the customer and the 

full range of financial services. But through Internet technologies, customers will have 

direct access to product providers. As choices proliferate, totally new businesses will 

arise to help customers navigate through the expanded range of banking options (e.g. 

mutual fund supermarkets). Thus, some companies will have an incentive to create (or 

simply make available) databases on interest rates, risk ratings, and service histories. 

(Credit Suisse First Boston, 2000) 

However, the concept of an evolutionary process within the bank‟s output from products 

to services and the characteristics of the Internet lead us to adopt a different view of the 

Internet banking. This technological innovation represents a process innovation, since it 

strengthens the interaction between the bank and its customers and enhances the 

distribution function. However, it can be conceived also as a product innovation, since it 

embodies the creation of new products as such and the development of innovative 

combinations of the existing products. This second aspect is made possible by the 

potentialities of the Internet, which encourages and facilitates a move from hierarchical 

single-supplier relationships, to market-based multiple-suppliers scenarios (Daniel, 

1999). Bracchi et al. (2000) stress that Internet banking allows customers to interact more 

with the front office operations and, at the same time, it allows the bank to concentrate 

the back office operations by increasing their efficiency. According to such perspective, 

Internet banking constitutes an innovation both in the processes of production and in the 

distribution of financial services. 
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On the customer side, the Internet gives more information on the types of financial 

services of different banks and allows comparisons between the available offerings. On 

the bank side, the new technologies offer greater information on the users‟ needs and 

requirements and therefore they permit to develop customized services. Moreover, the 

Internet represents a valuable instrument to monitor the activity of the competitors. This 

may drive networking and interaction between the different banks, but may also 

strengthen the competition and make the selection process severe. The Internet banking 

constitutes a complex innovation that does not fall into the simple categorization of 

product/process innovations, but encompasses both, as a part of a continuum. (Corrocher, 

2002) 

The financial services in the future must be an integral part of the new Internet economy, 

which calls for the swift creation of value added services. This means heavy emphasis on 

the development of expertise and new technology. Customer relations management will 

also become more important in a world where global competition challenges customer 

loyalties in every dimension. Multiplicity is becoming more important than imitation, 

differentiation is becoming more important than size, and strong branding and reputation 

is becoming important competitive parameters. 

INTERNET MARKETING CONCEPT 

Marketing professionals consider the 21st century to be a distinctive period because of 

the electronification of traditional marketing practices. Since the 1960s, marketers have 

lived and worked through three distinct stages. The first was the PC age (1960–1990), 

with its rapid expansion of computing power fueled mainly by development of the 

microchip. In this stage, marketing managers were able to develop and use customer 

databases and other vital databases to enhance marketing practices (Leo, 2002). The 

second stage was the Internet age (1990–2000), when use of the Internet became a 

regular part of the daily work experience of marketers. The widespread use of the 

Internet, combined with a long-running bull market (2000-2008, led to the third stage; 

namely, the “dot.com bubble” (Kirsner, 2001). The “dot.com bubble” was a breeding 

ground for new business models and novel marketing concepts (Abrahams, 2002). 

(Asikhia, 2009) 

 

The Internet offers companies the opportunity to market goods and services to more 

customers than ever before. (Griffin, 2000) Internet marketing is one of the hottest 

subjects on the internet, with almost endless websites devoted to the subject. More and 

more people are realizing that there is a lot of money to be made online through 

legitimate businesses, such as selling on E-bay, promoting affiliate products, and 

developing and selling your own products.                              

What‟s the definition of e-marketing? Up to now, there is no united or standard 

definition. But, from the very definitions given now, we find out that (Guoling, 2005), e-

marketing is not only including the professional works that the marketing department 

deal with in marketing operating, but also it needs the cooperation by the relation 

business department such as procurement departments, producing department, financial 
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department, Human Resource department, Quality supervision management department, 

product developing and designing department etc., and according to the demand of 

marketing to redesign and recreate the enterprise business standard by using computer 

network, so as to adapt to the demand of digital management and business in the network 

knowledge economy era. So, e-marketing is the strategy that the agency or organization 

uses the modern communication technology methods to exchange the potential market 

into reality market. It is an important part of the whole marketing strategy, and it is a kind 

of marketing tactics to realize the marketing goals based on the Internet. The network 

marketing is that we can use the Internet making continuously services in the every step 

of products pre-selling, products selling and products after-selling. It runs in the whole 

process of business operations and includes the search for new customers, service for old 

customers. It is the process which is based on modern marketing theory and uses of 

Internet technology and its functions to meet needs of customers, in order to realize the 

goals of developing new marketing and increasing operating profit. (Yingjian,2005). 

Internet marketing (E-marketing) can be viewed as a new modern business practice 

associated with buying and selling goods, services, information and ideas via the Internet 

and other electronic means. A review of relevant literature revealed that definitions of 

electronic marketing vary according to each author's point of view, background and 

specialization. While Smith and Chaffey (2005) defines it as: “Achieving marketing 

objectives through applying digital technologies”, Strauss and Frost (2001) define it as: 

“The use of electronic data and applications for planning and executing the conception, 

distribution and pricing of ideas, goods and services to create exchanges that satisfy 

individual and organizational objectives”. 

 

 INTERNET MARKETING VS TRADITIONAL MARKETIN 

Technology is one leading „driving force‟ nowadays, in different businesses. (Ombati, 

2001) It is made up of discoveries in sciences, product development and improvement in 

machinery, process, and automation and information technology. It also includes a 

combination of knowledge, information and ideas (Murungi 2003). Almost every 

business no matter how big or small needs an online presence. The internet connections 

are becoming as common as phone lines? Web based business services are constantly 

growing and increasingly easy to use that more and more traditional businesses are 

finally "starting to wake up" to how effective marketing on the internet can be. They also 

are realizing that online advertising is very cheap, trackable, and extremely profitable. In 

traditional marketing the wants and needs of customers are being discovered and 

satisfied, through traditional channels of communication such as face to face 

communication, magazines, catalogues etc. Traditional marketing involves finding a 

media outlet (print, radio, TV, etc.) whose demographics (age, gender, median household 

income, etc.) best mimics one's existing or desired customer base. Once this demographic 

match is determined, the content, brand, item, etc. is placed within view of the designated 

potential consumers with the hope of attracting their attention. There are some 
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differences between the Internet marketing and traditional marketing which has been 

shown in the following figure: 

                                                               

Internet-marketing Traditional marketing 

E-marketing is very economical and 

fast way to promote product. It is 

very useful for promoting the 

products globally. (Without any 

additional cost). 

Traditional marketing is very expensive 

and takes more to promote product and it 

is very expensive and time consuming 

process. 

In online business you can sell or 

buy product 24*7, round the year 

without employing any person. 

 

That is not possible in traditional 

marketing. 

 

Fig. 1 The difference between Internet marketing and traditional marketing 

 

Traditionally, financial services products have been sold or distributed through 1) 

companies‟ own agents, which are agents of financial services companies, or the 

branches of a bank for bank-owned products. (These can range from traditional banking 

products, such as deposits, loans, and payments, to other financial services products, such 

as life insurance, pensions, and mutual funds.) 2) Independent agents. They also include 

banks that sell on behalf of third-party insurance companies, mutual fund groups or other 

financial services companies. 3) Direct sales, where the financial services product is 

purchased directly from the provider at the behest of the customer. 

 

In a web environment, the technology should soon exist to compare the products of all 

similar financial services products, and be able to affect the sale of these products. The 

need to have a financial service affiliation starts to become less compelling in this 

environment, thus the use of independent agents may increase. However, the banks‟ 

response to the challenge related to the emergence of the Internet as a distribution 

channel, has been to make sure that their own Internet distribution is up to the standards 

of their competitors. Despite some analysts‟ argument that banks are not cut out to be 

financial portals, many are developing their sites with the vision of becoming more than a 

dead end for account management and transactions. Further, in a web environment, many 

financial services companies are already endeavoring to build up their direct sales 

functions. Similar to the old economy, the products are purchased directly from the 

financial services provider at the behest of the customer. The increased sophistication on 

the part of the customer is shifting the emphasis away from distribution in favour of 

product characteristics such as performance. The banks response to this challenge has 
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been to open up their distribution networks, either partly or fully to the products of third-

party providers.  (The Norwegian Financial Services Industry, 2006). 

 

INTERNET MARKETING BENEFITS- FOR THE BANKING INDUSTRY  

Marketing practice is now busy integrating the potential of information and 

communication technologies through the utilization of databases and Internet marketing. 

(Gauzent and Ranchhod, 2001) Internet technology provides opportunities to gather 

consumer information "on an unprecedented scale". However some aspects of 

information gathering are visible (such as self-divulgence of information for purchase, 

self-divulgence of information in accessing a web-site, self-divulgence of information for 

free merchandise) and some are less visible (such as anonymous profile data, IP, 

cookies).( Kelly, 2000). Internet-marketing has been the faster growing advertising 

medium for many years and this trend is expected to continue for the foreseeable future. 

Specific benefits of the Internet-marketing on banking services: 

1) Global reach       3) 24 hour marketing and services   5) One-to-one marketing 

2) 2) Lower cost     4) Shorter lead times                      6) Better conversion rate 

E-marketing builds on the E-channels ability to provide detailed data about customer‟s 

financial profiles and purchasing behavior. Detail understanding of customers enables 

customized advertising, customized products and enrichment of the relationship with 

customers through such activities as cross selling. E-marketing in the financial services 

sector was made possibly on the arrival of E-banking. The Internet marketing leads to 

faster discovery of customer needs, greater customization of the products to the customer 

needs. (Eid, 2002) Price on the Internet has become very competitive. There are two 

reasons for that; one is price transparency on the Internet as it is much quicker and easier 

to compare prices by visiting companies websites or by using price comparison sites. 

(Hagel & Armstrong, 1997) The other reason is the ability to reduce costs such as store 

space and staff costs. In this sense, Internet is considered as the most cost-effective 

marketing tool. (Verma, 2003). 

CONSEQUENCE OF THE INTERNET MARKETING APPLICATIONS IN THE 

BANKING SECTOR 

Marketing approach in banking sector had taken significance after 1950 in western 

countries and then after 1980 in Turkey. New banking perceptiveness oriented toward 

market had influenced banks to create new market. Banks had started to perform 

marketing and planning techniques in banking in order to be able to offer their new 

services efficiently. Marketing scope in banking sector should be considered under the 

service marketing framework. Performed marketing strategy is the case which determines 

the place of financial institutions on customers‟ mind. Bank marketing does not only 

include service selling of the bank but also is the function which gets personality and 

image for the bank on its customers‟ mind. On the other hand, financial marketing is the 
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function which relates differences and non similar applications between financial 

institutions and judgment standards of their customers. 

Today e-marketing is the most convenient and efficient way for advertising. The people 

are aware of the internet's strength and efficiency. They want vast reach and need to be 

communicated faster in an affordable manner. E-marketing also called web marketing, 

online marketing, internet marketing for advertising of product and services. 

The return on investment (ROI) from Internet-Marketing can far exceed that of 

traditional marketing strategies. Because tracking E-Marketing is so strong that you can 

ensure you can always stay on top of your return on investment. Being able to determine 

how many people clicked on a banner advertisement or e-mail link allows business 

owners to calculate their return on investment quite easily and provide accountability 

often not associated with other forms of marketing. E-Marketing, particularly e-mail and 

buying keywords on the Internet search engines can be very inexpensive. E-mail costs are 

usually incorporated into the connection fee to an Internet Service Provider by including 

unlimited e-mails as part of the service whereas purchasing keywords on a search engine 

such as Google or Yahoo can cost as little as 1 cent per word per click. Marketing is not 

just developing, delivering and selling it is moving towards developing and maintaining 

long term relationship with customers. Relationship marketing is becoming important 

tool in banking services. 

Internet-marketing is basically is a part of customer relationship management approach 

(CRM). A greater focus on customer relationship management (CRM) is the only way the 

banking industry can protect it s market share and boost growth. The main advantages of 

Internet-marketing are the lower cost of distribution, its interactive nature, and the 

synergy that can be created using a multichannel advertising approach .Internet-

marketing in the financial services sector was made possible by the arrival of E-banking 

on builds of the channels ability to provide detailed data about customer financial profits 

and purchasing behavior. 

ROLE OF CRM ACTIVITIES AS A COMPONENT OF INTERNET MARKETING 

IN THE BANKING SECTOR  

Meeting the rapidly changing needs of customers is at the heart of a successful banking 

enterprise. (My SAP, 2009) Bank merely an organization it accepts deposits and lends 

money to the needy persons, but banking is the process associated with the activities of 

banks. It includes issuance of cheque and cards, monthly statements, timely 

announcement of new services, helping the customers to avail online and mobile banking 

etc. Huge growth of customer relationship management is predicted in the banking sector 

over the next few years. Banks are aiming to increase customer profitability with any 

customer retention. It is a sound business strategy to identify the bank‟s most profitable 

customers and prospects, and devotes time and attention to expanding account 

relationships with those customers through individualized marketing, pricing, 

discretionary decision making. 

http://www.quirk.biz/resources/glossary/R#roi
http://www.articlesbase.com/banking-articles/crm-in-banking-1302680.html
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In banking sector, relationship management could be defined as having and acting upon 

deeper knowledge about the customer, ensure that the customer such as how to fund the 

customer, get to know the customer, keep in tough with the customer, ensure that the 

customer gets what he wishes from service provider and understand when they are not 

satisfied and might leave the service provider and act accordingly. (Saravanakumar, 

2009)Relationship technology leads to deep customer insights so useful in the 

formulation of effective marketing strategy. Information technology helps store and 

manipulate extensive information about the customer. This information about the 

customer is used in marketing called CRM – customer relationship management. ( 

Kanagal, 2006). Customer Relationship Management (CRM) is a managerial philosophy 

that seeks to build long term relationships with customers. CRM can be defined as “the 

development and maintenance of mutually beneficial long-term relationships with 

strategically significant customers” (Buttle, 2002). (Berndt et al, 2005) 

 CRM in banking industry entirely different from other sectors, because banking industry 

purely related to financial services, which needs to create the trust among the people. 

Establishing customer care support during on and off official hours, making timely 

information about interest payments, maturity of time deposit, issuing credit and debit 

cum ATM card, creating awareness regarding online and e-banking, adopting mobile 

request etc are required to keep regular relationship with customers The present day 

CRM includes developing customer base. The bank has to pay adequate attention to 

increase customer base by all means, it is possible if the performance is at satisfactory 

level, the existing clients can recommend others to have banking connection with the 

bank he is operating.  Hence asking reference from the existing customers can develop 

their client base. If the base increased, the profitability is also increase. Hence the bank 

has to implement lot of innovative CRM to capture and retain the customers. CRM in 

banking sector is still in evolutionary stage, it is the time for taking ideas from customers 

to enrich its service. The use of CRM in banking has gained importance with the 

aggressive strategies for customer acquisition and retention being employed by the bank 

in today‟s competitive milieu. (Saravanakumar, 2009). 

CONCLUSION 

The structure of financial services will change in the future, and the industry‟s structural 

contour will be erased as a result of establishment of competitive bridges to different 

services and industries. The financial services industry is moving towards simpler and 

more decentralized structures, provided that one is able to make use of the new 

information and communication technology.   

 

The Internet has brought many unique benefits to marketing, one of which being lower 

costs for the distribution of information and media to a global audience. The interactive 

nature of Internet marketing, both in terms of providing instant response and eliciting 

responses, is a unique quality of the medium. E-Marketing is sometimes considered to 

have a broader scope because it refers to digital media such as the Internet, e-mail, and 

wireless media; however, E-marketing also includes management of digital customer data 

and electronic customer relationship management (E-CRM) systems.  

 

http://www.articlesbase.com/banking-articles/crm-in-banking-1302680.html
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The findings indicate that banks use E-CRM mostly for mass customization, customer 

profiling, self service, one to one interaction and automatic locks in flow of financial data 

like security prices which ultimately results in reduced cost of operation and increased 

customer loyalty and more profits. So the E-CRM as a component of E-marketing is a 

most important tool for the bank to maintain their customer‟s relationships. 

 

Internet-marketing has been a faster growing advertising medium for many years and this 

trend is expected to continue for the foreseeable future. Financial advisors, insurance 

agents and mortgage broker have been slow to develop an integrated E-marketing 

solution and strategy. This aversion to change creates an incredible opportunity for 

financial professionals that have the foresight to invest in this incredible opportunity .The 

main advantage of E-marketing are the lower cost of distribution, its interactive nature, 

and the synergy that can be created using a multichannel advertising approach. And the 

return on investment (ROI) from E-Marketing can far exceed that of traditional 

marketing strategies. E-marketing is basically is a part of customer relationship 

management approach (CRM). A greater focus on customer relationship management 

(CRM) is the only way to banking industry can protect it s market share and boost 

growth.  

 

Finally, banks need to equip themselves with internal capabilities and build efficient 

business models using E-marketing techniques to take the advantage of new opportunities 

available into a long term sustainable competitive advantage. 
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