
C O N T E N T S  

Chapter 1 Introduction  
Meaning and Definition of Financial Services  .....................................................  2 

 Nature and Characteristics of Financial Services  ..............................................  3 

 Four Pillars of Marketing Concept  ....................................................................  5 

Marketing Mix of Financial Services  ....................................................................  7 

 Goods Marketing Vs Service Marketing  ...........................................................  9 

 Importance of Marketing in Financial Services .................................................  12 

Main Financial Services Sectors and Their Functions  ........................................  13 

 Financial Service Providers in Nepal  ................................................................  17 

 Types of Financial Services Available in Nepal  .................................................  17 

Factors affecting the Financial Services Market  ..................................................  19 

 Questions  .........................................................................................................  21 

Chapter 2 Environment of Financial Services  
Marketing and Planning 
Concept of Marketing Environment  .....................................................................  24 

 Micro Environment Forces  ...............................................................................  24 

 Macro Environment Forces  ...............................................................................  26 

Role of Marketing in Financial Services  ...............................................................  29 

Marketing Plan Formulation  .................................................................................  30 

 Marketing Plan in Financial Services  ...............................................................  31 

 Why does an Institution Need Marketing Plan?  ..............................................  34 

 Marketing Planning Process  .............................................................................  35 

Strategic Planning of the Bank and Stages  ...........................................................  38 

 Stages of Strategic Planning  .............................................................................  39 

 Why Strategic Plans Fails?  ...............................................................................  40 

 Constraints Affecting the Nature of Strategic Planning for Banks  ...................  41 

 Questions  .........................................................................................................  42 

Chapter 3 Marketing Strategies for Financial Services 
Concept and Importance of Marketing Strategies in Financial Services ..........  44 

 Importance of Marketing Strategies  ..................................................................  44 

Formulating a Marketing Strategy  ........................................................................  45 

 Segmentation and Target Market Selection  ......................................................  45 



 Designing the Marketing Mix ‘Marketing Strategy and Tactics’ .....................  45 

 Strategy Formulation in Action  ........................................................................  47 

Types of Marketing Strategy for Financial Services  ...........................................  48 

Selecting a Marketing Strategy  ..............................................................................  54 

 Marketing Strategies in Nepalese Context  ........................................................  55 

 Questions  .........................................................................................................  56 

Chapter 4 Consumer Behaviour  
Consumer Behavior and Attitudes  .......................................................................  58 

Factors and Influences on Financial Services  ......................................................  58 

 External Factors  ................................................................................................  60 

 Internal Factors  .................................................................................................  61 

Understanding Financial Services Customers  .....................................................  62 

Customers Buying Decision Making Process  ......................................................  63 

 Organizational Buying Process .........................................................................  64 

Know Your Customer (KYC) Guidelines  .............................................................  66 

 Know Your Customer (KYC) Policy  .................................................................  67 

 KYC in the Context of Nepal  .............................................................................  68 

 Significance of KYC Policy ................................................................................  69 

 Questions  .........................................................................................................  70 

Chapter 5 Market Segmentation  
Criteria for Market Segmentation  .........................................................................  72 

Market Segmentation Strategies  ............................................................................  72 

 Segmenting Commercial Bank Market  ..............................................................  74 

Bank Marketing Strategy for the Small and Corporate Business Sectors  ........  74 

Types of Market Segmentation  ..............................................................................  75 

 Social Class  ........................................................................................................  76 

 Perceived Risk and Financial Service Consumer Service Behavior  ...................  80 

 Other Consumer Segments  ...............................................................................  80 

Segmentation in Insurance  .....................................................................................  81 

Segmentation of Retail Versus Corporate Market  ..............................................  82 

Financial Product Positioning ................................................................................  84 

Credit Cards  .............................................................................................................  86 

 Origin and History of Credit Cards  ..................................................................  86 

 Credit Card Cycle  ..............................................................................................  87 

Bank Credit Cards  ...................................................................................................  88 

 Travel and Entertainment Cards .......................................................................  89 



 In-store Cards  ....................................................................................................  90 

Advantages and Limitations of Credit Card System  ..........................................  90 

Credit Cardholders Profile  .....................................................................................  93 

 Who uses Credit Cards?  ....................................................................................  93 

 How Credit Cards Are Used?  ...........................................................................  95 

Credit Card Market Segmentation  ........................................................................  96 

 The Market among Merchants  ..........................................................................  96 

 The Market among Potential Cardholders  .........................................................  98 

 The Market among Existing Cardholders  .........................................................  98 

Marketing Strategies for Credit Cards  .................................................................  99 

Credit Card Business in Nepal  ..............................................................................  100 

 Historical Background of Credit Cards in Nepal  ...............................................  100 

 Questions  .........................................................................................................  101 

Chapter 6 Marketing Research 
Roles and Functions of Marketing Research in Financial Services  ...................  104 

 Role of Marketing Research in Financial Services  ............................................  104 

 Functions of Marketing Research in Financial Services  ...................................  105 

Research Methodology in Financial Service Market Study  ...............................  106 

Qualitative and Quantitative Research  ................................................................  108 

 Elements of Quantitative Research  ...................................................................  108 

 Elements of Qualitative Research  ......................................................................  110 

Management Information System and Marketing Research  .............................  112 

 Management Information System  .....................................................................  112 

 Importance of Management Information System in Financial Institutions  ......  115 

 Marketing Research  ...........................................................................................  116 

 Management Information System and Marketing Research  .............................  117 

Evaluating Marketing Research Programs  ..........................................................  118 

 Strategic Research  .............................................................................................  118 

 Tactical Research  ...............................................................................................  118 

Application of Marketing Research in Financial Services  .................................  119 

 Market Segmentation  ........................................................................................  119 

 Customer Behavior and Financial Institution Selection Criteria  ......................  120 

 Customer Loyalty and Service Quality  .............................................................  121 

 The Functions of Branch Managers  ..................................................................  121 

 Product Studies  .................................................................................................  122 

 Delivery and Technology Investigations  ...........................................................  123 

 Critical Success Factors in Financial Services  ..................................................  123 

  Questions  .........................................................................................................  123 



Chapter 7 Product Development Strategy 
Concept of Financial Service Products  .................................................................  126 

Challenges and Implications of New Product Developments  ..........................  127 

Product Development Process  ...............................................................................  129 

 Types of New Products  ......................................................................................  130 

The Financial Product  .............................................................................................  135 

 Importance of the Financial Product  .................................................................  135 

 Different Types of Financial Products  ...............................................................  135 

Aims and means of financial product development;  .........................................  138 

Special Features of Product Development  ...........................................................  140 

Planning Financial Services Development  ...........................................................  140 

The Product Range  ..................................................................................................  142 

Sources of New Product Ideas  ...............................................................................  143 

The Financial Product Life Cycle  ..........................................................................  144 

Product Development Strategies  ...........................................................................  147 

The Role, Implications and Problems of New Technology for Financial 
Product Development  ....................................................................................  148 

 The Role of Technology in financial services  .....................................................  150 

The Risk in Banking Products  ...............................................................................  152 

 Risk of Product Failure  ......................................................................................  152 

  Questions  .........................................................................................................  153 

Chapter 8 Pricing Strategy  
Concept and Role of Pricing Financial Services  ..................................................  156 

 Role of Pricing in Financial Services  .................................................................  156 

Pricing System in Banking  .....................................................................................  157 

 Criteria for a System of Bank Pricing ................................................................  158 

Deposit versus Loan Pricing  ..................................................................................  159 

Pricing Objectives  ....................................................................................................  172 

Price and Value  ........................................................................................................  173 

Financial Service Pricing Method ..........................................................................  175 

 Relationship Pricing  ..........................................................................................  175 

 Customer Reward Schemes  ...............................................................................  176 

 Sales Oriented Pricing  ......................................................................................  177 

 Competition Oriented Pricing  ...........................................................................  178 

 Cost- based Pricing  ............................................................................................  179 

 Demand Oriented Pricing  .................................................................................  182 

Building Society Pricing  .........................................................................................  184 

Factors Affecting Pricing  ........................................................................................  185 



 Internal Factors  .................................................................................................  185 

 External Factors  ................................................................................................  187 

Insurance Pricing and Objectives  ..........................................................................  188 

 Business Objectives  ...........................................................................................  189 

 Regulatory Objectives  .......................................................................................  189 

Pricing Methods in Insurance  ................................................................................  190 

Pricing Strategies and Policies: New and Existing Products  .............................  191 

 Initiating Price Changes ....................................................................................  192 

 Reacting to Competitive Price Changes  ............................................................  193 

 Responding to Regulation Affecting Pricing  ....................................................  194 

  Questions  .........................................................................................................  194 

Chapter 9 Promotion Strategy 
Concept and Role of Promotion in Financial Services  .......................................  196 

 Role of Promotion in Financial Services  ............................................................  197 

Effective Communication Process in Financial Services  ....................................  198 

 Goal of Communication  .....................................................................................  199 

Promotion Mix in Banking  .....................................................................................  199 

 Advertising  ........................................................................................................  199 

 Sales Promotion  .................................................................................................  205 

 Public Relation  ..................................................................................................  207 

 Personal Selling  .................................................................................................  207 

 Relationship Marketing  .....................................................................................  212 

Financial Services Promotion Strategy in Nepal  .................................................  213 

  Questions  .........................................................................................................  214 

Chapter 10 Distribution Strategy 
Concept and Role of Distribution of Financial Services  .....................................  216 

 Roles of Distribution  .........................................................................................  216 

 Physical Distribution  ........................................................................................  216 

Means (Effects) of Distributing Financial Services  .............................................  220 

Branch Network and Delivery of Bank Services  .................................................  221 

 General Area Analysis  ......................................................................................  221 

 Specific Site Analysis  ........................................................................................  223 

 Channels of Distribution  ...................................................................................  225 

 Branch Design and Layout  ................................................................................  227 

Electronic Distribution Channels  ..........................................................................  228 

Direct Marketing of Financial Services  .................................................................  231 



 Characteristics of Direct Marketing  ..................................................................  232 

 Benefits of Direct Marketing  .............................................................................  233 

 Methods and Techniques of Direct Marketing of Financial Services  ................  233 

Wholesale and Retail Banking  ...............................................................................  235 

 Differences between Wholesale and Retail Banking  ..........................................  236 

 Administration of Retail versus Corporate Bank Markets  ................................  238 

Challenges and Barriers for Distributing Financial Services  .............................  242 

 Barriers of Service Delivery System  ..................................................................  244 

 Questions  .........................................................................................................  244 

 

Case Study  ...............................................................................................................  245 

Bibliography  ...........................................................................................................  258 

Annex ........................................................................................................................  260 


