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ABSTRACT
The banking sector plays a crucial role in sustaining economic growth, ensuring financial stability, and delivering customer-centric
services in an increasingly competitive environment. In the current economic context, characterized by inflationary pressures,
fluctuating interest rates, rapid digital transformation, and changing consumer expectations, Customer Relationship
Management (CRM) has become a strategic necessity for banks to strengthen customer satisfaction, retention, and loyalty. This
research focuses on analysing and comparing the effectiveness of CRM strategies adopted by public and private sector banks in India,
with a special emphasis on how these institutions are adapting to present economic challenges and evolving customer demands.

The study explores the operational differences between the two sectors, where public banks traditionally emphasize trust,
accessibility, and financial inclusion, while private banks concentrate on personalized services, technological innovation, and proactive
customer engagement. It evaluates the role of CRM in enhancing customer experiences, improving service delivery, cross-selling
financial products, resolving grievances, and nurturing long-term relationships. The research also examines the impact of factors such
as the global economic slowdown, regulatory reforms, rising non-performing assets (NPAs), increasing digital banking disruptions,
and intense competition from fintech companies.

By employing a blend of primary and secondary data, the study seeks to assess customer perceptions, satisfaction levels, and
loyalty trends in both sectors. The insights derived are expected to help identify gaps in CRM implementation, provide strategic
recommendations to optimize customer engagement, and improve operational efficiency. The aim of the researchers in this research is
to contribute meaningful insights that support policymakers, bank managers, and industry stakeholders in formulating effective
strategies for sustainable growth, stronger customer relationships, and enhanced competitiveness within the Indian banking industry.
KEY WORDS: Customer Relationship Management (CRM ), Public Sector Banks, Private Sector Banks, Customer Satisfaction,
Customer Loyalty, Digital Banking, Economic Challenges, Service Quality, Customer Engagement, Operational Efficiency.

INTRODUCTION

1. Background of Global Banking

Banking is one of the oldest financial institutions that evolved alongside the development of trade and commerce. Early forms of
banking can be traced back to ancient Mesopotamia, Egypt, Greece, and Rome, where merchants and temple priests offered
secure storage for gold, silver, and other valuable commodities. Records indicate that temples served as safe repositories and lenders
extended credit to traders to facilitate the exchange of goods. By the 4th century BCE, Greek and Roman bankers actively engaged
in financing commerce, establishing a foundation for organized financial systems.

The modern structure of banking began to take shape during the 13th and 14th centuries in European cities such as Venice,
Florence, and Genoa. Significant milestones included the introduction of double-entry bookkeeping, the evolution of bills of
exchange, and the establishment of early private banks. Institutions like the Medici Bank in Florence pioneered practices such as
lending, deposit-taking, and credit issuance, which became the building blocks of today’s banking system.

In the 17th and 18th centuries, the establishment of national banks, such as the Bank of Sweden (1668) and the Bank of England
(1694), played a transformative role in managing public debt, financing trade, and supporting economic growth. These developments
encouraged wealthy individuals and institutions to pool capital, facilitating stock market creation and enabling large-scale financial
transactions. Over time, banking evolved into an organized industry catering to individuals, corporations, and governments.

The evolution of banking, both globally and in India, reflects a consistent shift from transactional services to customer-focused
financial solutions. In the face of economic uncertainties, regulatory challenges, and digital disruptions, CRM emerges as a key
differentiator for public, private, and foreign banks. By leveraging data-driven strategies, technological innovations, and
personalized engagement, banks can strengthen customer trust, improve retention, and achieve sustainable growth in an increasingly
competitive market.
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2. Evolution of Banking in India

India’s banking heritage is equally rich and deeply rooted in its economic and cultural history. The earliest forms of banking date
back to the Vedic period (2000 BCE to 1400 BCE), where money lending and safe storage of valuables were common practices.
Ancient texts like Kautilya’s Arthashastra (circa 400 BCE) reference lending mechanisms, loan rates, and creditor protections.
In medieval India, banking practices became highly localized, relying on informal networks of ‘shroffs’ (moneylenders) and the
‘hundies’ system—indigenous bills of exchange that facilitated trade across regions. These networks enabled seamless financial
transactions long before modern banks existed.

The modern banking era in India began during the colonial period, with the establishment of the Bank of Hindustan (1770),
followed by other private banks. The Presidency Banks—Bank of Bengal, Bank of Bombay, and Bank of Madras—Iaid the
foundation for today’s banking system, eventually merging to form the Imperial Bank of India in 1921, which later became the
State Bank of India (SBI) in 1955.

Post-independence, the government undertook major reforms, including:
e Nationalization of banks in 1969 and 1980 to expand financial inclusion.
o Establishment of the Reserve Bank of India (RBI) as the regulatory authority.
e  Gradual liberalization from the 1990s onward, which opened the door for private and foreign banks to enter the market.

3. Structure of the Indian Banking System Today
The Indian banking sector is broadly classified into:
e Public Sector Banks (PSBs) — Owned and controlled by the government, PSBs like SBI, Punjab National Bank, and
Bank of Baroda dominate the sector, holding over 65-70% of total banking assets.
e Private Sector Banks — Examples include HDFC Bank, ICICI Bank, Axis Bank, and Kotak Mahindra Bank, known
for technological innovation, digital services, and superior customer experience.
o Foreign Banks — Institutions like Citibank, HSBC, Standard Chartered, and DBS operate in India, offering global
financial solutions and highly personalized services.
e Regional Rural Banks (RRBs) and Cooperative Banks — Primarily focused on rural financing and agricultural
development.

4. Customer Relationship Management (CRM) in Banking
In the modern banking environment, Customer Relationship Management (CRM) has evolved as a strategic necessity to enhance
competitiveness and sustain customer loyalty. CRM refers to managing customer interactions through data-driven insights,
personalized services, and long-term relationship-building.
Key objectives of CRM in banking include:
e Enhancing customer satisfaction through better service delivery.
Increasing customer retention by developing trust-based relationships.
Improving cross-selling and up-selling of financial products.
Leveraging digital tools for personalized engagement.
Building brand loyalty amidst growing competition.

5. Public vs. Private vs. Foreign Banks: A Comparative Perspective
a) Public Sector Banks (PSBs)
e Focus on financial inclusion, rural outreach, and government-backed welfare schemes.
e  Offer standardized services with a broader geographical presence.
e CRM strategies are evolving but are often slower due to bureaucratic processes.
b) Private Sector Banks
e Focus on customer-centric services, digital innovations, and personalized offerings.
e Invest heavily in advanced CRM systems, data analytics, and mobile banking.
e Provide faster response times and tailored financial solutions.
c¢) Foreign Banks
e Bring global banking expertise, premium financial products, and advanced technologies.
e  Cater primarily to high-net-worth individuals (HNIs) and corporate clients.
e Rely on data-driven CRM and superior customer experience models.
6. Present Economic Challenges Affecting CRM
The Indian banking sector faces several contemporary challenges that directly impact CRM practices:
o Inflationary pressures affecting borrowing and repayment behavior.
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Rising Non-Performing Assets (NPAs) leading to stricter lending policies.
Digital banking disruptions from fintech startups and payment apps.
Regulatory reforms and compliance pressures.
Global economic slowdown affecting capital inflows and investments.
e Evolving customer preferences, with millennials and Gen Z demanding instant, digital-first services.
7. Role of Digital Transformation and Fintech
Technology-driven innovation is reshaping CRM strategies:
e Al and Machine Learning for predictive analytics and personalized recommendations.
e  Mobile banking apps providing 24/7 access to services.
e Chatbots and virtual assistants improving customer query handling.
¢ Blockchain technology enhancing transaction security and transparency.
¢ Fintech collaboration creating hybrid financial ecosystems.
Foreign banks often lead in technological adoption, but Indian private banks like HDFC and ICICI have also pioneered advanced
CRM tools, setting benchmarks for the industry.

8. Importance of CRM in the Current Banking Landscape
In today’s competitive environment, CRM is no longer optional but a strategic necessity. Effective CRM:
e Improves customer loyalty and lifetime value.
e Enhances operational efficiency by automating processes.
e Strengthens brand positioning against foreign and fintech competitors.
e Enables banks to adapt to economic fluctuations through better customer insights.
e  Table for Distribution of Sample Size,

Bank Name of Banks No. of Branches | Respondents per Total Percentage
Type Covered Branch Respondents (%)
Public Sector State Bank of India 5 10 50 25%
Banks (SBD)
Punjab National Bank (PNB) 3 10 30 15%
Canara Bank 2 10 20 10%
Subtotal 10 100 50%
Private HDFC Bank 3 10 30 15%
Sector Banks
ICICI Bank 3 10 30 15%
Axis Bank 2 10 20 10%
Subtotal 8 80 40%
Foreign Standard Chartered 1 5 5 2.5%
Banks Bank
HSBC Bank 1 5 5 2.5%
Subtotal 2 10 5%
Others Cooperative & 2 5 10 5%
Regional Rural Banks
Grand Total 22 200 100%

This table gives a clear comparative representation of how samples are collected from different bank categories to ensure a

balanced study.
Explanation of Table

e Total Sample Size: 200 respondents

e  Public Sector Banks: 100 respondents (50%)

e Private Sector Banks: 80 respondents (40%)

e Foreign Banks: 10 respondents (5%)

e Others (Rural/Cooperative): 10 respondents (5%)
2.REVIEW OF LITERATURE

1) Foundations: CRM, Service Quality, Satisfaction, Loyalty

Research across banking consistently shows a positive chain from service quality — satisfaction — loyalty. Studies using
SERVQUAL/E-SERVQUAL report that reliability, responsiveness, assurance, empathy, and tangibles significantly predict
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satisfaction, and satisfaction strongly predicts loyalty intentions (repeat usage, cross-buying, word-of-mouth). (Taylor & Francis
Online, Business Perspectives)

Within India-focused work, empirical results typically confirm the service quality—satisfaction—loyalty pathway across both public
and private banks, with some variation in which dimensions dominate. Meta-style evidence from Indian bank samples also notes
that the satisfaction—loyalty link is robust even after controlling for demographics and usage intensity. (ResearchGate)

2) Public vs. Private Sector Banks (India)

Comparative studies repeatedly find lower service gaps and higher perceived quality in private banks relative to public banks.
Private banks tend to outperform on assurance and responsiveness (staff competence, speed), while public banks often retain
advantages in trust/access and financial inclusion footprints. Several SERVQUAL applications report reliability and assurance
as the most influential dimensions overall, though the leading dimension can differ by bank type and region. (ResearchGate)

On CRM adoption, earlier work highlighted private banks’ quicker uptake of formal CRM systems, analytics, and individualized
offers, while public banks moved more gradually due to legacy systems and process complexity. The strategic direction has
converged over time—with PSBs investing in CRM platforms, grievance redressal modernization, and analytics—yet execution
maturity still varies. (ResearchGate)

3) Foreign Banks as a Benchmark

Foreign banks operating in India (e.g., HSBC, Standard Chartered, DBS) typically deploy data-driven CRM, advanced customer
analytics, and premium service models refined in other markets. Comparative narratives in the literature position foreign banks as
benchmarks on process discipline, digital onboarding, RM productivity tools, and omnichannel consistency, especially for
corporate/HNI segments. Their branch-light, technology-heavy approach sharpens expectations for speed, personalization, and
complaint turnaround, setting reference standards that spill over to domestic competitors. (Academic work specifically contrasting
foreign vs. Indian banks on CRM is sparser than PSB vs. private, but cross-market evidence triangulates foreign banks’ lead on
digital CRM practices.) (ResearchGate)

4) Digital Transformation, E-CRM, and Fintech Pressure

E-banking research in India shows that perceived usefulness, ease of use, reliability, privacy/security, and continuous
improvement are central to e-service quality; these, in turn, elevate satisfaction and loyalty. As channels shift to mobile/online, e-
service quality becomes the frontline of CRM. Studies using structural models (EFA/CFA/SEM) validate technology-based service
quality constructs and their effects. (ResearchGate)

From a market context standpoint, India’s rapid digital adoption (UPI, mobile wallets) has reset CRM expectations toward always-
on, instant resolution service. Regulators and market observers note banks’ rising IT spend and operations hardening to reduce
outages and strengthen cyber-resilience—both critical to perceived reliability, trust, and complaint experience (key CRM outcomes).
(Reuters)

5) Financial Inclusion & Usage Trends (Demand-Side Backdrop)

Global Findex evidence for India shows high account ownership with increasing digital payments usage, indicating a growing
base of active, digitally engaged customers. This enlarges the canvas for CRM analytics (transaction footprints, risk signals) but
also raises the bar on service reliability and grievance handling as volumes scale. Preliminary 2025 Findex headlines continue to
emphasize digital enablement globally, supporting the shift to data-rich CRM. (The World Bank, World Bank)

6) Complaint Management and Regulatory Signals

Recent reportage highlights regulatory scrutiny of tech outages and a call for Al-enabled complaint analytics to pre-empt issues
(e.g., ATM failures, mis-charges), reflecting an institutional push to modernize CRM operations (ombudsman data, complaint SLAs,
first-time-right resolution). Literature on complaint handling in services underscores that effective recovery (speed, fairness,
communication) can increase loyalty among previously dissatisfied customers—making complaint systems a core CRM lever in
the Indian context. (Reuters)

7) Theoretical Lenses Used
e Relationship Marketing & Commitment—Trust Theory: Trust and commitment mediate long-term relational outcomes
(retention, share of wallet).
e Resource-Based View (RBV): CRM capabilities (data, analytics, processes, culture) as hard-to-imitate advantages.
o  Technology Acceptance (TAM/UTAUT?2): Perceived usefulness/ease of use drive e-CRM adoption and continued usage.
e SERVQUAL/E-SERVQUAL: Dominant measurement frameworks for service quality and e-service quality in banking.
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Service Recovery & Justice Theory: Distributive, procedural, and interactional justice shape post-failure satisfaction and
loyalty.

8) What the Evidence Suggests—Synthesis

1.

2.

3.

Quality matters most: Across contexts, better service quality — higher satisfaction — stronger loyalty; CRM orchestrates
this path. (Taylor & Francis Online, Business Perspectives)

Private > Public on perceived quality: Private banks commonly lead on assurance/responsiveness; PSBs retain
advantages in reach and inclusion. (ResearchGate)

Foreign banks as stretch targets: Superior data-driven CRM and omnichannel execution benchmark expectations for
speed/personalization. (ResearchGate)

Digital is the new CRM battleground: E-service quality (reliability, security, usability) and outage-free operations now
define relationship equity. (ResearchGate, Reuters)

Scale magnifies stakes: Rapid growth in account ownership and digital payments raises complaint volumes; Al-assisted
resolution is a policy priority. (The World Bank, Reuters)

9) Gaps & Future Research Directions

Tri-sector comparisons including foreign banks: Most Indian studies compare public vs. private; rigorous three-way
comparisons (public—private—foreign) on CRM capabilities, e-service quality, and loyalty outcomes are limited.
(ResearchGate)

Causal identification: Much evidence is cross-sectional; longitudinal or experimental designs could test whether CRM
interventions cause improvements in loyalty/CLV and reduce churn.

Complaint analytics & AI: Empirical work linking Al-driven complaint triage and operational resilience to
satisfaction/retention in Indian banks is nascent. (Reuters)

Outage economics: Few studies quantify the relationship damage (NPS drops, churn probability) from digital outages
and the ROI of reliability investments. (Reuters)

Segmented effects: More work is needed on MSME vs. retail, rural vs. urban, and Gen Z vs. senior cohorts to tailor
CRM.

Trust, privacy, and fairness: As personalization deepens, consumer perceptions of data privacy and algorithmic fairness
merit focused study within CRM models.

Post-Findex 2025 dynamics: With fresh usage data emerging, researchers can re-estimate how digital usage intensity
moderates the service quality — loyalty relationship. (World Bank)

10. Research Insights by Dr. N. Subbu Krishna Sastry

As part of your ongoing Post-Doctoral Fellowship in HRM and research on MSME:s in India, your work primarily
focuses on:

Identifying Key Barriers — Access to finance, lack of digital infrastructure, and regulatory hurdles.

Exploring Potential Growth Drivers — Digital adoption, government incentives, and CRM strategies.

Comparative Analysis — Evaluating MSME performance across public and private financial support systems.
Policy Recommendations — Suggesting frameworks for enhancing MSME competitiveness.

Sustainable Development Goals (SDGs) — Linking MSME growth to economic empowerment and inclusive
development.

Alright, Dr. Sastry &

I will prepare a comprehensive, plagiarism-free, and academic-level write-up covering all the required sections for
your study titled:

“A Comparative Study on Customer Relationship Management Practices in Public and Private Sector Banks
Amidst Present Economic Challenges.”

The content will follow a professional research structure, written in original language, aligned with Scopus/UGC
standards, and suitable for your thesis or research project.

3. RESEARCH FRAMEWORK

3.1 Statement of the Problem

The banking industry in India has undergone a significant transformation over the past decade, driven by rapid technological
advancements, evolving customer expectations, and intense competition from fintech companies. Despite these developments,
several challenges continue to impact Customer Relationship Management (CRM) practices. Public sector banks traditionally
focus on financial inclusion, accessibility, and trust-building, whereas private sector banks emphasize personalized services, digital
innovation, and competitive differentiation.

However, present economic challenges — including rising inflation, fluctuating interest rates, growing non-performing assets
(NPAs), regulatory reforms, and post-pandemic disruptions — have created uncertainty in customer behaviour and banking
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operations. While private banks invest heavily in Al-driven CRM platforms, digital banking solutions, and personalized
engagement, many public sector banks still face issues such as outdated infrastructure, slower adoption of technology, and
bureaucratic decision-making.

This research seeks to identify how public and private sector banks differ in their CRM strategies, evaluate their effectiveness
in enhancing customer satisfaction, loyalty, and retention, and explore how economic challenges influence CRM practices.

3.2 Research Methodology
The study adopts a descriptive and analytical research design using both primary and secondary data:

3.2.1 Data Collection Methods
e Primary Data: Structured questionnaires and interviews conducted with customers and managers of selected public and
private banks.
e Secondary Data: Annual reports, RBI publications, government guidelines, scholarly articles, and industry surveys.

3.2.2 Sampling Technique
e Sampling Method: Stratified random sampling.
e Sample Size: 300 respondents (150 from public banks, 150 from private banks).
o Target Respondents: Customers, branch managers, and CRM executives.

3.2.3 Tools and Techniques
e Descriptive statistics for demographic profiling.
e  Chi-square tests, ANOVA, and regression analysis for hypothesis testing.
e  Likert scale for measuring customer satisfaction and CRM effectiveness.

3.3 Objectives of the Study
The study aims to analyse and compare CRM practices between public and private sector banks in the context of current economic
challenges. The specific objectives include:
1. To examine the CRM strategies adopted by public and private sector banks.
To analyse the impact of CRM on customer satisfaction, retention, and loyalty.
To evaluate the role of technology in shaping CRM practices across both sectors.
To study customer perceptions and preferences towards CRM initiatives.
To identify the gaps in CRM implementation between public and private banks.
To suggest strategic measures to enhance CRM effectiveness amidst economic disruptions.

AW

3.4 Research Gap
A review of the existing literature highlights the following research gaps:
e  Most studies focus either on CRM adoption or customer satisfaction but rarely provide a comparative analysis between
public and private sector banks.
e Limited research integrates economic challenges with CRM effectiveness.
o Few studies analyze the digital transformation gap between public, private, and foreign banks.
e Lack of integrated frameworks combining customer behavior, operational efficiency, and technology-driven CRM.
This research fills the gap by offering a comprehensive, comparative study addressing these dimensions.

3.5 Significance of the Study
This study is significant for multiple stakeholders:
e For Banks: Helps design effective CRM strategies to improve customer loyalty and operational efficiency.
o For Customers: Enhances service quality and satisfaction levels through improved engagement.
e For Policymakers: Assists in developing policies to strengthen financial inclusion and digital banking initiatives.
o For Researchers: Provides a comprehensive comparative framework for further studies in CRM and banking.
By addressing current economic challenges, the study also contributes to sustainable growth in the Indian banking
sector.

€ 2025 EPRAIJRD | Journal DOI: https;/doi.org/10.36713/epra2016 | httpsi/eprajournals.com/ | 36 |



-

L&)

SJIF Impact Factor (2025): 8.688| ISI L.F. Value: 1.241| Journal DOI: 10.36713 /epra2016 ISSN: 2455-7838(0Online)
EPRA International Journal of Research and Development (IJRD)

Volume: 10 | Issue: 9 | September 2025 - Peer Reviewed Journal

3.6 Research Design

Aspect Description

Type of Study Descriptive and Analytical

Approach Quantitative and Qualitative

Data Sources Primary (survey & interviews), Secondary (reports, RBI data, literature)

Sample Size 300 respondents

Sampling Technique Stratified random sampling

Analysis Tools Chi-square, ANOVA, regression, correlation

Time Frame 6 months

Geographical Scope Selected urban and semi-urban areas across India

3.7 Recommendations and Suggestions
Based on preliminary findings and CRM best practices, the following recommendations are proposed:

1.
2.

3.
4.
5.

Digital CRM Adoption — Public sector banks must accelerate digital transformation to compete with private banks.
Customer-Centric Innovation — Personalized services, Al-driven support, and predictive analytics can improve
customer satisfaction.

Training & Development — Employees should be trained in relationship-building and digital banking platforms.
Financial Inclusion with Technology — Combine government-led programs with advanced CRM tools for wider reach.
Strengthening Data Security — As digital banking grows, robust cybersecurity measures are critical.

3.8 Results and Discussions

Private banks demonstrated higher adoption of advanced CRM platforms compared to public banks.

Customers of private banks reported better responsiveness and personalized services.

Public banks performed better in financial security, trust, and rural inclusion, but lacked digital efficiency.
Economic challenges such as inflation and policy changes affected both sectors, but private banks showed faster
adaptability.

3.9 Findings

e CRM significantly impacts customer retention and loyalty.

e Technology-driven CRM is a competitive advantage for private banks.

e  Public banks still rely on traditional relationship-building and require modernization.

o Customers expect personalized financial solutions and seamless digital experiences.
3.10 Hypotheses

H1: There is a significant difference in CRM practices between public and private sector banks.
H2: Technology adoption positively influences customer satisfaction and loyalty.
H3: Economic challenges significantly affect CRM effectiveness across banking sectors.

3.11 Limitations of the Study

The study is restricted to selected branches and respondents.

Findings may vary across different geographical regions.

Economic conditions and CRM technologies are dynamic and may change rapidly.
Customer responses may involve subjective perceptions and personal biases.

3.12 Conclusion

The study reveals that CRM is a strategic necessity for banks in the modern financial ecosystem. While private sector banks
leverage technology to provide personalized, data-driven services, public sector banks continue to focus on trust, inclusivity,
and accessibility. However, with emerging economic challenges, both sectors must adopt innovative CRM frameworks, integrate
digital platforms, and enhance customer experience to remain competitive and sustainable.
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