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RaboDirect – Getting People to Bank Online
.

Personal banking has changed radically over the last several years.  The traditional high street bank branches which were ubiquitous have now been transformed and are competing against several modes of banking.  Customers now have a bewildering array of choice as to where to invest their money or where they can avail of credit.   They can avail of services via the telephone, online or through a retailer such as Tesco.  In the personal banking sector, once a customer was lured into setting up an account with a retail bank, there was very little bank switching or churn between competing banks due to apathy/inertia.  Banks placed a large emphasis on the convenience of the physical banks location, and the strength of face to face relations between the customer and staff.  Now customers have become much more savvy and discerning as to their investment and banking choices.  The incumbents are now under threat.  New technology and changing regulations has lead to new exciting opportunities for banks in previously untapped markets. 
The Irish financial services industry is dominated by three main banks: Allied Irish Bank, Bank of Ireland, and Ulster Bank
.  These retail banks have enjoyed decades of steady growth in a market that is heavily concentrated, with Allied Irish Bank and Bank of Ireland controlling 70% of the market.  Every town typically has a bank branch of one of these key players.  The country has one of the highest physical bank branches per capita in the world.  Regulators seeing the market dominance of the two main players sought out ways at making the industry more competitive, allowing customers to switch banks more easily, and allowing competition to flourish.  Competition was enhanced when new legislation was introduced to make it easier for consumers to switch current accounts, without facing additional costs.  Now large banks have switching departments that facilitate the transfer of accounts and customers between banks. 
The Internet has eroded several barriers to entry for new banks entering the Irish retail banking sector.  There are over one million active internet subscriptions in Ireland, with broadband internet subscriptions accounting for 58% of subscriptions.  Almost half of all homes in Ireland have an Internet connection.  According to government reports broadband subscriptions are growing by 5.8%, one of the highest rate growth rates in the world. Now performing online banking activities has become one of the most popular Internet activities.  Customers have become much more Internet literate and confident in using Internet capabilities.  Still a large number of people don’t engage with the Internet such as older customers, those without a landline, and those on low incomes.  
Background to RaboDirect.ie
In the wake of these changes, Dutch cooperative bank decided to set up an “online-only” retail bank called RaboDirect.ie  (www.rabodirect.ie).   This operation was established in May 2005, and from its very inception attracted Irish custom, enticed by their innovative financial services offering.  Its on demand savings account proved to be a big draw, as it yielded better returns than existing competitors’ accounts.  This basic product allowed customers access to a high rate, with no strings and catches, in addition to full online control with instant access to their finances.  This headline product helped build the necessary awareness levels for the firm against the traditional banks.

Figure 1- Screenshot of RaboDirect.ie Homepage
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The company has already got customers to save over €1 billion in their online savings accounts.  Unlike full scale banks, RaboDirect.ie does not offer cheque books or ATM cards.   This enables the bank to cut down costs, and keep their operations simple and efficient. The bank prides itself in its “no nonsense” approach to banking, avoiding financial jargon, and delivering effective personal financial services.   Whereas other traditional banks offer a full suite of financial services products, and target the entire market.  The RaboDirect wants customers to avail of their exclusive online financial services products, in addition to continue to use the traditional banking products of their competing “bricks and mortar” high street banks.
Table 1 – RaboDirect.ie– At a Glance 

	Background

	· Owner – Dutch Cooperative Rabobank Group
· Rabobank Group is the largest financial services provider in the Netherlands and now has operations in over 35 countries.  The Rabobank Group has 9 million customers and more than 50,000 employees worldwide, 800 of which are based in Ireland.  The bank is a privately owned cooperative, and has an envious triple AAA debt rating.
· Founded RaboDirect.ie in May 2005
· Employs 18 full time staff for its Irish Internet operation, and it uses a shared services support in Holland which supports all of the banks online subsidiaries.  

· Rabobank’s slogan“Banking that helps you get more out of every opportunity” 
· RaboDirect.ie slogan “The straight talking online bank”
· Winner of KPMG Financial Services Excellence Award 2007 and Moneymate and Investor Magazine Best Online Financial Service Provider 2007


	RaboDirect.ie Financial Services Offered

	· Savings Accounts

· Investment Accounts (Access to 31 Different Investment Funds)
· Credit Accounts (Loans from €2,000 to €50,000)

· Personal Loans, 
· Car Loans

· Debt Consolidation

· Rabo Moneymover



 

Target Market

An online only bank can only appeal to certain types of customers, who require specific financial services transactions.  RaboDirect.ie has to segment the market, and try to target a particular segment, who may find their services appealing.  The main target market that the bank tries to reach out are consumers who are between the ages of 35-49, who are responsible bankers, looking for good investment decisions for their finances.  This target market could be described in terms of being; married couples, 2nd time house buyers, have aspirations for their children and not themselves, and enjoy a family oriented lifestyle.  This audience is more educated regarding financial matters in-order to provide for the family now and in the future. This audience requires very clear understanding of his/her financial situation at any given moment, given their responsibility to provide for the family unit. They are receptive to alternative investment instruments.  This core target market is seeking savings and investment products that cater for their particular needs, giving them flexibility, security and value.  
A secondary target audience for RaboDirect.ie are 25 to 34 year old young professionals. This audience is so busy, that all they want is access and convenience.  They may want to avail of at present, only a high yield deposit account, and want this flexibility due to their life stage and their current financial needs and constraints.  Later on they may consider investment products that cater for their future needs.  An online bank cannot cater for every type of customer, and offer a full suite of traditional financial services products such as mortgages or bureau de change.  It has to be selective in what they can offer and who they target.  Developing products that leverages the bank’s competitive advantages and resources are vital.
For RaboDirect.ie to be successful, the company has to overcome some major obstacles in achieving success.  Firstly due to not having a physical presence, the bank has to overcome consumers’ initial skepticism that their money is safe, and that the bank is reputable and trustworthy. Generating the initial necessary brand awareness is vital.  The bank has promoted the fact that it is one of Europe’s largest online banks, and that it is regulated by the Dutch Central Bank, and the Irish Financial Regulator.  Now the firm has built a well known reputation in Irish financial services landscape, through a combination of advertising, and word of mouth recommendations through customer referrals.
Challenges facing RaboDirect.ie

Security is one of the biggest aspects of concern for prospective account holders, fearing online fraud or identity theft.  When people think of banks they automatically think of physical secure bank vaults and security.  This is very different from intangible electronic financial transactions.  Online customers are frequently exposed to “phishing” attempts by fraudsters wanting to gleam account numbers and passwords in order to gain illegal access to accounts. Phishing is a criminal activity where criminals masquerade as a legitimate bank into to gain access to confidential information.  To combat these concerns RaboDirect.ie offers customers the latest Internet security technology to reduce these fears and offers a 100% fraud guarantee for all of their customers.  This means that RaboDirect guarantees to refund customers any money that is withdrawn from your account without your authorisation.  RaboDirect.ie has to evoke a reputation as being trustworthy, reliable, convenient, responsible and credible, placating people’s concerns about security.
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In building that reputation RaboDirect.ie uses a combination of marketing communications activities to build consumers’ awareness levels of the bank, change people’s attitudes towards online banking, and getting them to convert.  Television advertising is used extensively to build the brand.  Their latest campaign highlights their lead savings product and the associated competitive interest rate.  This helps in building the bank’s brand in the marketplace, and creates prospects, whereby prospective customers want to find out more about the company and its services, and go online to research the company further. The company feels that press advertising is seen as too costly and does not create the necessary impact.  Radio is used extensively due to its flexibility and the frequency achieved through this medium.  This again helps boost the brand and generates web traffic to the site. 

Internet marketing communications are used extensively also.  The company not only invests in traditional banner adverts and interstitial adverts, but uses other online communications platforms such as search engine advertising, search engine optimisation, rich media advertising, referral campaigns, and e-newsletters.  Search engine advertising drives traffic to the website from Internet portals and search engines such as Google or Yahoo.   Search engine optimisation is when a firm ensures high page ranking on search engine sites to drive traffic.   Rich media adverts allow for the streaming of short video or animation adverts, which make them more visually appealing and attractive.  Referral advertising is where through partnerships with third parties they promote your site on their website for a fee, generating web traffic and click-throughs.  Lastly and most successfully RaboDirect.ie use a permission based email newsletter campaign that provides financial advice and tools to prospective customers.  This tool is very useful for acquiring customers, and for cross-selling/up-selling clients to other financial services products offered by the bank.
Figure 2 – Example of RaboDirect.ie Permission Based Email Newsletter.

[image: image4.png]Sign up for our Straight Talk eZine

The RaboDirect Straight Talk eZine (Email Newsletter) and
occasional eFlsshes delivers Savings, Investment snd
Credit Aceourt tips directly n to your inbox. You

Gan uncubscrib at sny time and RaboDirects privacy rulzs
also aply

Registration gives you:

+ Exclusive articles fiom Jill Kerby & Dr. Clare McAndrew.
+ Access to our promotions and special offers

+ Savings and investment ips

Gender* © male O female

Email address*

HI

Mobile (optional)

D e, 1 would like to receive RaboDirect's Straight Talk eZine and occasianal
eFlashes with useful advice & articles on savings and investments.

B es, 1 would like to receive straight talking text messages to my mobile phone

Esign up!

® 00000 |60 000




Possibly one of the biggest challenges for getting people to bank online is the conversion process.  Quite a large number of people are interested in setting up an account, but fail to send on the initial necessary physical documentation which is needed by financial regulators before an account is activated.  Customers have to follow up their initial online registration with documentation before their account is opened. Customers can very often place this task on the long finger.  RaboDirect.ie endeavours to make this process as simple and seamless as possible so as to encourage conversion.  Customers can set up accounts for themselves, a joint account or for a minor.
Simple inertia is a major obstacle in getting people to join the online banking revolution.  Prospects may be banking with their traditional financial services provider for several years, even decades.  Some people like the status quo and do not want any hassle in changing and don’t see the value in them changing.  People may have the greatest intentions to find the best financial services provider, but some seldom have the necessary time or the inclination to research and to change, despite it being relatively quick and easy to do so.  Familiarity and the physical closeness of traditional retail bank branches act as a reason why customers are willing to leave their money where it is.   RaboDirect.ie tries to entice customers towards online banking by offering one of the most competitive rates in the interest for a deposit account with instant access.  This is vital for RaboDirect.ie to win over customers.
Traditional retail banks are now too offering similar online capabilities and services.  The marketplace has become very competitive, with banks fighting aggressively for every slice of the market.  RaboDirect.ie has successfully entered the Irish financial services market quickly, leveraging its core competencies and its strengths.  The challenge for the company is now to grow further and successfully convert more customers to online banking, and withstand the challenges of traditional banks.
Q.1 – What are the motivators and inhibitors for customers banking online?

Q.2 –Debate the effectiveness of RaboDirect’s segmentation and positioning strategy
Q.3 – What marketing tactics would you employ to convert more customers to banking online with RaboDirect.ie? 

This case was written by Conor Carroll, University of Limerick. 
Copyright © Conor Carroll (2007). The material in the case has been drawn from a variety of published sources, interviews, archival records and research reports.






















�  Any queries regarding the case, please contact Conor at 061 – 202984 or via email at conor.carroll@ul.ie . Or via post Conor Carroll, Department of Management & Marketing, Schuman Building, University of Limerick, Plassey, Co. Limerick.  


� The authors of this case are sincerely indebted to Martin O’Leary, of RABO Bank for their help in the construction of this case study.


� Ulster Bank is now owned by Royal Bank of Scotland





