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This chapter describes innovation and diversification policies (i + d) and analyzes the main drivers of
innovation in financial institutions. In addition, recent examples of financial innovations and their effect on banking policies are discussed. Specifically, the Internet has been the key to enabling financial
institutions to extend and optimize their business by improving the information and services they can
offer to their customers and prospects. Due to innovations and changes, the banking sector now takes
a new approach in the design of their offices (“bank branch 2.0”) and Websites as a way to innovate
and diversify business. This chapter explains the innovative strategies of the Urban@ program at the
Caja Rural of Granada (Granada, Spain). The history and consolidation of the program, the internal
institutional response, and the competition within the banking sector are described and analyzed. In
general, the main strategies and achievements of this initiative are: (1) active customer listening, resulting in increased confidence and commitment from the staff; (2) use of up-sale strategies (cross-selling,
reduced dropout rates, increased membership advantages), which increase both customer loyalty and
customer satisfaction; and 3) a modern, more positive perception of the entity among the general public.
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Innovation and Diversification Policies in the Banking Sector

1. INTRODUCTION
1.1. The Importance of Technological
Innovation in the Financial Sector
Innovation is “the generation, acceptance and
implementation of new ideas, processes, products
or services” (Kanter, 1983: 20). From an industrial
point of view, innovation is “introducing a novelty
in the production process, whatever its size and
origin, to achieve more efficient economic objectives” (Inche, 1998: 9). Rogers (1983: 11) adds
that innovation is “an idea, practice or object that
is perceived as new by an individual or other unit
of adoption.”
Nowadays, specific Information and Communication Technology (ICT)-based innovations
are shaping a new economic scenario, characterized by rapid technological change, increased
competitiveness and reduced product life cycles.
Companies are discovering the great potential
of ICT to improve competitiveness and profitability in business (Lafuente, 2005: 29; Fujitsu,
2009; Torrent-Sellens et al., 2010: 53; Fundación
Orange, 2010: 108). The increasing use of ICT
represents a major challenge to the traditional modus operandi of trade relations, directly affecting
company-customer relationships. While for many
years, radio, television and the telephone were
the tools used to market products and services
efficiently, now newer, even more efficient means
of communication such as the Internet, mobile
phones and interactive television have produced
interesting and innovative marketing results
(Chaffey, 2000: 16; Heinonen and Strandvik,
2005; Heinonen, 2006; Zaidi, 2006; Masamila et
al., 2010). These communication tools simultaneously serve as self-service delivery channels such
as Internet banking (Heinonen, 2006).
In this context, technological innovation refers
to both actions and decisions about the market as
well as to products and services that make business management easier. Sometimes two or more
innovations are presented together since they have,

or are perceived to have a functional relationship,
by potential adopters. Because of this, the concept
of “technology clusters” or innovative packages
consisting of one or more closely related technology components has appeared (Rogers, 1983: 143).
In an attempt to classify the different types
of innovation in business, Mellor (2007: 38-39)
distinguishes three types of innovation:
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•

•

Invention Innovation: Is the application
of an invention or discovery. This type of
innovation tends to be vertical and radical.
However, most organizations are based on
image and product (e.g. trademark protection) rather than new or radical advances in
technology (patent protection).
Creative Innovation: Is used as a tool to
achieve competitive advantage in the market. The initial creation of a company or its
business model is a form of creativity.
Diversity Innovation: Regarded as a
horizontal phenomenon (agent-to-agent or
peer-to-peer) and incremental, this innovation includes conversations among peers
with different knowledge bases or from
other environments to offer solutions to a
problem without requiring a significant degree of invention and / or creativity. Such
innovation can add value and service to
customers without having to “reinvent the
wheel.”

Figure 1 represents the three types of innovation described.
The formation of partnerships or strategic alliances between companies allows a degree of
innovation in production, trade, or distribution.
Kanter (1983: 21) adds that innovation involves
creative use of original inventions as well.
But as a general rule, the most original innovations are less likely to be distributed, since products
that are similar to existing ones require a lower
degree of behavioural change in order to be used.
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Figure 1. Types of innovation (source: Kanter, 1983 p. 21; Mellor, 2007, p. 36)

Innovation in financial institutions is of the
utmost importance to meet the continuing needs
of consumers and gain a competitive advantage
over market rivals. But it is also an element that
can be copied by others in the sector.
There are many reasons why financial institutions decide to innovate (based in Sánchez, 1997:
122-124):
•

•
•

•

O
R

in recent years the Internet in particular, has
radically affected financial systems, overcoming
geographical and time barriers.
Specifically, the Internet enables financial
institutions to extend and optimize their business
by improving the information and services they
can offer to their customers and prospects. It is a
medium that is transforming the traditional way
of doing financial business. Therefore, it is necessary to know the potential of these new terms of
trade, how to design an appropriate strategy for
implementation in the organization and how to
provide efficient, secure service that customers
demand. Internet banking, coupled with the policy
of diversification that some banks and savings
banks follow, leads to innovations based on the
World Wide Web.
Diversified growth makes perfect sense when
good opportunities are available outside of existing businesses, provided that the company has the
strengths needed for success. There are different
types of diversification (Kotler, 2006: 52):
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Market Forces: Financial institutions
choose to innovate because they are interested in expanding the market or penetrating a new national or international market.
Profitability Ratios: Typically, institutions innovate to improve yields and earn
higher profits.
Corporate Image: Companies innovate to
create a stronger image in the market, ensuring optimal position in the consumer’s
mind and differentiation from the competition. In most cases a more modern, safer
image emerges.
Technical Advantage: Since financial
products and services have ever-shorter
life spans the continual development of
new products or services is required in the
maturity stage.
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Broadly speaking, the banking sector is an
information-intensive business in which ICTs
are increasingly important in order to acquire,
process and deliver information to users. This
leads to general technological development, but
314
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Concentric Diversification: When the
company develops new products that have
technological or marketing synergies with
existing product lines but are intended for
a different consumer segment.
Horizontal Diversification: When the
company develops products that appeal to
its customers and which are not technologically related to existing products.
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•

Diversification in Conglomerate: When
the company seeks to develop new businesses that are not related to their current
technology, products and markets.

1.2. The Importance of Electronic
Services in the Financial Sector
The financial sector has undergone major changes
in recent years due to technological innovations,
increased competition, increased customer accessibility to services, increased social interaction
between customers, the demand for lower transaction costs and the increased financial literacy of
clients (Embid et al., 1998; Pereira, 2003; Calero
et al., 2005; Momparler, 2008). One of the main
responses to these changes was the development
of electronic and online banking (hereinafter
e-banking).
Since e-banking offers advantages to both
institutions and customers, it has become an
increasingly popular distribution channel, complimentary to traditional bank branches. E-banking’s
significant cost savings, improved transaction
quality, comprehensiveness, transparency and
comparison-shopping capabilities are highly valued advantages versus traditional channels. These
advantages outweigh potential disadvantages
such as errors and security concerns, which has
led to increased use among customers. For these
reasons, from the 1990’s to the present e-banking
has become one of the most important distribution
channels for financial institutions (Karjaluoto et
al., 2002, Torrent-Sellens, et al., 2010). The Urban@ program includes free access to computers
to encourages customers to start using e-banking
thereby reducing the number of transactions
through traditional channels.
A 2010 study by the Orange Foundation highlights the importance of technological innovations
that are taking place in the financial sector. This
same study also verifies that e-banking in Spain
is one of the most widely used online applications. According to this report, the percentage of

electronic bankers in Spain is growing faster than
the European Union (EU) average. In addition, a
recent study published by the company comScore
reveals that Spain is ranked eighth in the world
for the highest number of online bankers after
Canada, Holland, France, Sweden, United Kingdom, New Zealand, and Belgium, surpassing the
United States and Australia.
Different entities, therefore, are redesigning
their bank offices and Websites, and adding new
services (“horizontal diversification”) as a way to
innovate and diversify their businesses. As a result
of innovation policies, different pilot programs
and innovative Websites are being developed to
offer many new services simultaneously. These
policies, and examples of them, are described in
the following sections.
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2. NEW INNOVATION POLICY
AND DIVERSIFICATION (I + D)
IN THE FINANCIAL SECTOR
In the world of financial services, where products
are easily copied by competition, only two elements truly contribute to differentiation and competitive advantage: technological innovation and
quality services (Embid et al., 1998: 34). Service
quality has become an increasingly important factor for success and survival in the banking sector.
High-quality service leads to customer satisfaction
and its consequent brand loyalty and market share,
attracts new customers, and improves financial
performance, and profitability (Cui et al., 2003;
Nadiri et al., 2009).
To achieve such differentiation and innovation,
the banking sector now takes a new approach in the
design of bank branches and Websites. Concepts
such as transparency, flexibility, client proximity,
innovation, and dynamism, previously unthinkable in the rigid world of finance, now occupy a
central role in creation the customer relationships
and branch models. There are many examples of
such recent pilot projects. For example, at the Caja
Navarra’s 24-hour office (Spain) one can browse
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the Internet, read books or listen to concerts. The
Urban@ program at Caja Rural of Granada, offers
a range of electronic products, trips, discounts at
local businesses and other interesting information through its Website. Similar pilot programs
are also present in other countries (see Figure 2),
such as in Deutsche Bank Q110, located in Forch-

heim (Berlin), which serves as a test laboratory.
This office sells cars and markets products from
Deutsche Telecom through innovative ATMs that
emerge from the ground. These profitable businesses, which generate 52% more business than
a typical office, both in credit loans (35% more)
and asset management (88% more) will continue
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Figure 2. Examples of innovative branches and websites (Source: ING’s, Deutsche Bank’s, Caixa’s
LKXA, and Caja Navarra’s CiberCan websites)
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to play an important role in the future. (Mendieta,
2007). Another original initiative is the ‘Save Your
Money Café’ at ING Direct in major Canadian cities (Toronto, Montréal, Calgary, and Vancouver).
The examples above highlight the product
diversification started several years ago by some
banks. Another significant marketing change is
the abandonment of a structural entity with
marble facades and little windows in favour of
large windows that show the bank’s interior. Banks
exploit these windows and interior spaces by
installing billboards that showcase a variety of
products and services thus setting up a new bank
channel, called by some “the bank office 2.0”
(Mendieta, 2007). The application of merchandising techniques used in other sectors has been
adopted by entities such as Deutsche Bank and
Caja Navarra, which advertise products (loans,
credit cards, or savings accounts) in metal boxes
placed in racks and on shelves in their establishments. These boxes contain information and applications to establish client relationships. The
Deutsche Bank mega-office displays vehicles and
technology inside to entice customers to come in.
It also has a cafeteria at the back of the bank to
talk with a financial advisor and a nursery for
children to make bank visits easier, more productive, and more enjoyable for families.
Without a doubt, the Internet and its resources
represent a major technological innovation, involving a wide range of new behaviours, products
and services (Hoffman, 2000; Smith, 2005: 115).
Consequently, the most innovative companies
are using this medium to optimize their business
by improving the information and services they
can offer to their customers and prospects. To
do this efficiently and securely, companies must
design appropriate implementation strategies and
understand the new terms of trade.
Associated with these initiatives, the Web has
also led to the development of previously unknown
business models called “virtual malls” (Delgado
and Nieto, 2002), innovative enterprise applications or “applications of diversity” created from

other business models and the Web. It contributes
to the “incremental innovation”, with primarily
horizontal implementation. Small and medium
businesses rarely develop inventions in a highly
turbulent environment, so “innovation of diversity”
has emerged as an important remedy to achieve
flexibility in changing and competitive markets,
especially (Mellor, 2007: 52) in those surrounding
the financial sector.
Some examples (Figure 2) of such innovative
Web spaces include Urban@’s innovative Website
(http://www.urbancajarural.es), Caja Granada’s
“turestu” (http://www.tuerestu.es), The Caixa’s
LKXA (http://www.lkxa.es), BBVA’s “blue joven” (http://soy.bluebbva.com), or Caja Navarra’s
CiberCan (http://www.cajanavarra.es). In addition
to Internet banking services, these sites offer a
variety of products and services (both commercial
and informational).
One of the few initiatives that has been withdrawn from the market is the BBVA Bank program
called Money Express. This service was started in
2005 in 130 bank offices to offer specific services
to immigrants in Spain. Between 2008 and 2009,
the BBVA was forced to reorganize its branch
network and serve immigrants through other channels due to the changing economic environment
and reduced business volume from this segment
(Agencia EFE; Terra News, 2009).
The following sections describe the Urban@
program at Caja Rural of Granada including the
history and consolidation of the program, and
the institutional, market and sector reactions to
the program.
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3. THE CASE OF CAJA RURAL’S
URBAN@ PROGRAM
3.1. The History of the Urban@
Program of Caja Rural of Granada
Caja Rural of Granada is a credit union that is
part of Caja Rural Group with 203 offices (in
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the Andalusian provinces of Granada, Malaga,
Almeria and Madrid), total assets of 4,585,088
million euros, a profit of 20.1 million euros in
2010, and a network of 234 ATMs and a staff of
832 employees.
In April 2004, Caja Rural of Granada studied
the introduction of a youth program in Andalusia
in order to increase its presence among18-30 year
olds, limiting the participation of those younger
than 25 to 12% of the total. This initiative culminated in the Urban@ program, a new branch
concept that opened to the public in October 2005.
The Urban@ offices provide a groundbreaking
business concept that combines banking with
free Internet access, tourist services, a monthly
magazine, the sale of electronic components
and tickets for sporting events, concerts and
other exciting benefits for their clients such as
discounts at local stores. The Urban@ program
has its own Website (http://www.urbancajarural.
es) with information on these and other services
(for example, university education, news releases
and editorials) as well as links to the Caja Rural
Website (Ruralvía).
To develop this innovative business model, a
team at the Caja Rural analyzed the feasibility of
such a program. The details of the action plan are
outlined in the following stages:

3.1.1. Stage 1: Internal Competency
and Viability Analysis
In February 2005, Caja Rural conducted a series
of in depth interviews with 200 students at the
University of Granada to understand their banking
habits. The results of this preliminary study were:
•

•

F
O

The university students maintained accounts primarily at the following entities:
Caja Granada (35%, participants in its
University Club Program), La Caixa (22%,
participants in LKXA Program), BBVA
(17%, participants in the Blue Youth
Program), Santander (13%, participants in
the Universia Program) and Caja Rural of
Granada (13%).
The features that young people wanted in a
banking entity were technological innovation, agility, traditional services, close and
no commissions.
The terms that young people identified
and associated with each of the competitor
bank entities were:
◦◦
LKXA: Technology, activity, speed,
agility, and proximity...
◦◦
BBVA: Independence, imagination,
dreams, and gifts...
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•

Figure 3. Classic and new Caja Rural’s branches (source: Caja Rural)
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Santander: Technology, international bank, quality education...
Despite Caja Granada being the most
heavily used bank among this segment,
the most highly-valued institution was La
Caixa (due to their Website, concert and
theatre ticket offerings, proximity, and
youthful image). Caja Granada was the
next most highly valued bank (perceived
as the traditional option for the region or
the “life-long” bank); then Santander and
BBVA (perceived as the “banks”) and finally in last place, Caja Rural of Granada
(“The Rural”).

◦◦
•

The following observations summarize the
conclusions from this study: Young people did not
identify with Caja Rural of Granada. The image
of this entity did not attract young people. Young
people did not realize that the entity could meet
their financial needs. The needs of young people
change very quickly and any institution targeting
this segment should be prepared to adjust their
pace to the speed of change.
After analyzing the small market share and the
lack of positioning, the Granada bank designed a
youth program to revitalize its image in the 18 to
30 year old segment. The program created a new
brand and marketing formula for banking products
and services for this segment. The entity expected
no profit from the initiative in the short to medium
term. Caja Rural designed a network of offices
with a striking design and functionality, a mobile
sales network to meet young people in places they
frequent, a dynamic and groundbreaking Website
to reinforce the young brand and improve the segment market share. Furthermore, the new program
strived to address the needs of both financial and
non-financial customers through Web technology
and professional development for young people
with a philosophy that was different from what
the market was offering at that time. The Urban@
program is result of the bank’s ambitious com-

mitment to young people recognizing that they
would the greatest future asset for the institution.
Some of the benefits that customers enjoy by
joining the Urban@ Community, include:
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Financial advantages:
◦◦
No management or maintenance fees
on an Urban@ account.
◦◦
Free debit card.
◦◦
Free virtual card for secure Internet
shopping.
◦◦
Free online banking service.
◦◦
Advances on scholarships.
◦◦
Educational loans.
◦◦
Preferential loans for purchases of
computer equipment and vehicles.
◦◦
Exclusive prices for car hires and motorcycle insurance.
Non-financial benefits:
◦◦
Free Internet access in Urban@
offices.
◦◦
Discounts for their cardholders at
more than 450 stores in the province
including, clothing, accessories, hospitality, travel, leisure, adventure, and
telephones.
◦◦
Accommodation assistance.
◦◦
Access to sporting and cultural
events.
◦◦
Class trip planning and funding
assistance.

•

Figure 4. Claim (Source: Urban@’s old website)
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Figure 5. Initial Urban@ website (Source: Urban@’s old website)
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◦◦

Drawings for tickets for music, cultural and sporting events.

The launch of Urban@ took place in June 2005
and had two distinct stages:
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Stage 2.1: “Creating a buzz” and brand launch
took place from May to September 2005 using
the claim “You can do it! JOIN” in Figure 4.
Simultaneously, a publicity campaign was run in
newspapers, radio, billboards, buses and other
channels advertising the launch of the first version
of the Website www.urbancajarural.es (Figure 5)
and a quarterly magazine was launched.

I

Stage 2.2: The opening of Urban@’s first
office in October 2005 coincided with the start
of the 2005-2006 academic year.
The design of this office is recognizable from a
distance. The front shows the brand’s corporate
colours while contrasting tones blend in with
the prevailing environment. The office has an
easily recognizable bright orange band of windows around the outside of the premises that
advertises recent promotions and core products.
In the interior there are two clearly defined areas:
320
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a public area with various services and a private
space offering only banking services at individual
customer tables.
Notably, the public part has no doors except
for the exterior door, which blurs the boundaries
between outside and inside. This area offers a
number of services such as soft drink vending
machines, Internet access, a reading area, a rest
area and information on student associations. The
design of the office as a whole, including the layout,
the furniture, the colours and the materials were
chosen for functionality, dynamism, modernity
and practicality that appeals to young people.
The brightly coloured office lighting changes
depending on time of day, and contrasts with the
black background to illuminate the walls. The
modern and attractive lamps can be folded down
to provide more light when needed. In addition,
the banks hours are tailored to the needs of young
people and, unlike most banks, the office is open
from nine o’clock in the morning until eight o’clock
in the evening (Figure 6). Clearly, this thoughtful
design greatly differs from traditional bank offices
(see prior Figure 3).
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3.1.2. Stage 2: Program Launch
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3.1.3. Stage 3: Consolidation of the
Program
After five years of operation the Urban@ program
at Caja Rural of Granada has:
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Figure 6. Interior and exterior of Urban@ (source: Urban@’s website)
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Achieved favourable market share and
brand recognition among young people in
the provinces of Granada and Malaga.
Attracted more than 15,000 customers
with a conversion rate of over 90%, meaning that more than 13,000 customers are
new to the organization.
A regularly updated catalogue of products
to attract young people.
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•

A higher number of office and Website
visitors than initial estimates.

Since its inception, the program has evolved
to make it more appealing and relevant to young
people. The changes include:
•

Web Adaptations. This main link between
young clients and the entity has become a

Figure 7. The evolution of the Urban@ website (Source: Urban’s websites)
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•

•
•
•

tool that is updated regularly to serve as a
daily reference portal (see Figure 7).
Elimination of the magazine due to its high
production cost and low acceptance among
young people. It was replaced by online
news on the Website which generates more
dynamism and connectivity.
An increased number of businesses partnerships offering discounts to members the
Urban@ community.
Presence in social networking through
Facebook, Twitter and Tuenti (a Spanish
social networking site).
Ticket sales for sporting and musical events
through partnerships with the portal www.
entradas.com.

The driving idea behind the Urban@ program
design was the need to market this new service
differently than other banks have traditionally
done. The following distinguishing features used to
meet the objectives of Caja Rural of Granada were:

•

•
•
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Image: The new brand had to promote the
principles of youth, dynamism, proximity
and adaptability.
Youth: The managers and employees
who designed the program initiatives had
to be young enough to understand and to
think like the target segment (unlike similar experiences, such as Hispano 20 from
the former Central Hispano Bank, now
Santander).
Website: Innovative platforms for both
processes and product sales through a dynamic Website.
Affiliated
Discount
Partnerships:
Education and entertainment elements
that characterize the social life of young
people were included in the program. In
order to do this, discount agreements were
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3.3. Marketing Strategy Designed
for the Urban@ Program
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The marketing strategy established by the Caja
Rural of Granada revolved around three main
principles: communication with the younger
generation, multi-channel contact points and a
loyalty program.
1.

P
L

The strategic communication focused on
capturing as many young people as possible
by driving customer traffic to the office
and to retail outlets in the capital and thus
improving the market share among young
people.
The multi-channel strategy sought to
establish systems to recruit young people
through incentive campaigns to drive product
purchases via channel integration (Urban@
office, mobile offices (see Figure 8), retail
sales points, electronic banking, and mobile
phones).
The loyalty strategy focused on developing
communication between the bank and the
youth segment so this group could define
the incentives and actions that would achieve
greater collective loyalty. The customers
themselves and their decisions reinforced
the effectiveness of many actions.
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3.2. Differentiating Elements of the
Urban@ Program

•

made with more than 450 establishments.
In addition, a partnership (the General
Foundation of the University of GranadaEnterprise) was formed to facilitate the
dissemination of training programs offered
by the University.

2.

3.

3.4. Objectives of the Urban@
Program
Prior to the conception of this program, Caja Rural
of Granada needed a service that would promote
its image to the youth segment. However, histori-
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Figure 8. Urban@ mobile offices (source: Urban@ branch)

Figure 9. Objectives of the Urban@ program
(Source: Caja Rural)
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cally there were internal and external problems
that precluded this. Therefore, once the entity’s
governing body decided to invest in the Urban@
program it was aware that there would be transition
period before earning a profit, and that financial
return would be generated in the mid-to-long-term.
Consequently, Caja Rural of Granada established a two pronged strategy of objectives: qualitative objectives, and perhaps, less significantly,
in the initial years of the program, quantitative
objectives.
The qualitative goals were: 1) Establish Urban@ brand recognition among young people and
society in general, 2) capture a suitable college
market share since the province of Granada has the
largest number of university students in Spain, 3)
achieve youth segment acceptance of the products
and services designed for the Urban@ program,
4) rejuvenate the customer base, and 5) sponsor
youth-related initiatives to improve the image
of the institution and get closer to this segment.
The quantitative targets included: 1) attracting
1.000 new customers during each year of operation, 2) capturing a direct volume of 3 million
euros and 0.6 million euros in investment, and
3) attract 2 million euros from indirect business
(see Figure 9).
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3.5. Market Reaction to the Urban@
Program
Caja Rural of Granada is the second most significant financial institution in the province of
Granada after Caja Granada (now integrated
into the structure of Mare Nostrum Bank). Since
the two entities have 55% market share of client
resources (Caja Rural of Granada has 22% and
Caja Granada has 35%), it is clear that the main
competitor in the province of Granada would have
a competitive response (see Table 1).
As a result of the Caja Rural campaign and
with the imminent opening of the office Urban@,
in October 2005 Caja Granada decided to launch
a new program to replace the then current “University Club Program.” Caja Granada designed a
new brand called “You are you” to compete with
Caja Rural of Granada. Caja Granada developed
a communications plan and redesigned an office
located in close proximity to the Urban@ office.
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3.6. Quantitative Results

3.6.2. Customer Loyalty

In general, the quantitative results exceeded expectations. They are summarized below:

The customer loyalty of this segment is clearly
above the bank average according to the information provided (40% higher) although this segment
did not reach the minimum yield in relation to
other segments of Caja Rural.
Some highlights of the customer business
relationships during the first five years of the
Urban@ program include a total of 600 credit
operations for educational purposes (3.75% of
total customer segment), more than 300 scholarship advances (1.87% of total segment customers) and financing of more than 200 cars (1.25%
of total customer segment). These figures are
significantly higher than the average funding of
other population segments.

F
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3.6.1. Number of Customers
As of the first quarter of 2011, the institution had
contracted with over 16,000 customers in five
years, representing an annual average acquisition
rate of 3,200 new customers. Of the total clients,
76% are from the province of Granada and the
rest are from various provinces in which Caja
Rural had a presence (34%). The age distribution
is represented in Figure 10.
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Table 1. Similarities and differences between Urban@ and tuerestu program (source: present authors,
based on website information)
Brand Characteristics
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Corporate Colours
Claim
Website
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Differentiating Characteristic
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(CAJA GRANADA)

Black and Orange

Black, Green, and Blue

You can do it! JOIN!

You are you

www.urbancajarural.es

http://www.tuerestu.es

Urban@ Community

Your Community

Affiliated Discount Partners

Yes

Yes

Preferential Loans

Yes

Yes

Identifying Office

Yes

Yes

Additional Services Offered in the Office

Yes

No

Mobile Offices

Yes

No

Branded Card

Yes

Yes

Event Calendar

Yes

Yes

Social Networking

Yes

Yes

Ticket Sales

Yes

No

Sponsors

Yes

Yes
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3.6.3. Business Volume
According to Caja Rural information, the business
volume in this segment of customers amounted to
13.5 million Euros from both loans and deposits.
This represents an average volume of 843 Euros
per customer, which is much higher than the initial
expectations of Caja Rural.

3.7. Impact within Caja
Rural and the Sector
The impact of the Urban@ program in Caja
Rural of Granada marked a change in multiple
dimensions: process innovation, customer focus,
customer loyalty, and brand positioning.
The process innovation that took place concerned new ways of using existing products
(Gomulka, 1990: 13) which are usually present
in the financial sector but which were adapted to
the youth segment generating a business line for
recurring future revenue.

The main outcomes of this initiative are summarized as:
•

A shift to younger customers as a source of
current and future value for the institution
through the role that the Urban@ program
provides to customers (definition, participation, and implementation). Active listening, trust and commitment from the staff
working with this segment were key factors in reaching these objectives.
Loyalty as the ultimate goal of customer
satisfaction was in line with expectations
(Cardozo, 1965 and Howard and Sheth,
1969) for the Urban@ Program. To achieve
these optimal levels of satisfaction, Caja
Rural of Granada used up-selling strategies, strategies for cross-selling products
or services, turnover prevention programs,
the creation of the Urban@ Community,
and increased benefits with membership.

•
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Figure 10. Number of clients by age (source: present authors using data from Caja Rural)
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•

Finally, the positioning of the Urban@
brand favoured the connection between the
younger segment of customers and the entity that enhanced the image of modernity
resulting in a sharp increase in the number
of target clients.

4. CONCLUSION
Companies are discovering the great potential of
new technologies for the development of their
business, in terms of competitiveness and profitability. The increasing use of ICT represents
a major challenge in the modus operandi that
has traditionally been applied in commercial
relationships. This directly affects relationships
with customers.
Innovation in financial institutions is of the
utmost importance to meet the continuing needs
of consumers and gain a competitive advantage
over the competition. Consequently, the concept
of the “technology cluster” or innovation package consisting of one or more technological elements that are more or less related has appeared.
Small- and medium-sized businesses rarely are
able to develop inventions in highly turbulent
environments, so “innovation of diversity” is an
important remedy to achieve flexibility in changing and competitive markets, especially in the
financial sector. Therefore, the establishment of
partnerships or strategic alliances between companies is important to achieve innovation in the
performance of business tasks.
The banking sector especially, uses a new approach in the design of its offices and Web sites
as a way to innovate and diversify horizontally.
Because of these innovation and diversification
(i +d) programs, new pilot programs in many
countries offer innovative Web sites including, the
Spanish Caja Navarra’s 24-hour offices, the Caja
Rural of Granada’s Urban@ office, the Deutsche
Bank’s Q110 office or the Canadian ING Direct’s
cafés. Concepts such as transparency, flexibility,

client proximity, innovation and dynamism, previously unthinkable in the rigid world of finance,
now occupy a central role in creation and cultivation of customer relationships and branch models.
Marble facades and little windows are being
abandoned in favour of large windows that show
bank interiors. In turn, banks are exploiting these
windows and open spaces by installing billboards
and using other merchandising techniques to
showcase products and services. This has led to
the creation of a new bank channel, known as “the
branch bank 2.0.”
In search of an appropriate implementation
strategy in this new environment, the current article
focuses on the Urban@ program that Caja Rural
of Granada began in 2005. This office created an
innovative business concept combining banking
services with free Internet access, tourist services,
a monthly newsletter, electronic component sales
and exciting benefits for its customers.
After a period of internal and external analysis
and feasibility studies, the first Urban@ office
opened coinciding with the start of the 2005-2006
academic year. The design of the office as a whole,
including the layout, the furniture, the colours
and the materials were chosen for functionality,
dynamism, modernity, and practicality to appeal
to young people.
After the first five years of operation, the
Urban@ program at the Caja Rural of Granada
reached nearly all of its objectives. The driving
idea at the inception of the program was to market
this new service in a different manner than that of
competing entities. To this end, Caja Rural defined
distinguishing features to reach their objectives.
The commercial strategy designed by the management of Caja Rural of Granada was established
around three main principles: communication
with the youth segment, multi-channel contacts,
and a loyalty program.
Bank management established a two-pronged
approach for the objectives: qualitative goals
(including recognition of the new brand, positioning, acceptance, rejuvenation of the portfolio and
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sponsorship) and quantitative objectives (attracting new customers, direct and indirect resources).
The Urban@ program generated a series
of competitive responses in the market. Most
importantly, given the social impact caused by
the campaign and the imminent opening of the
Urban@ office, its main competitor decided to
launch a new program to replace the one it had
at that time.
As the five-year operation period demonstrates,
the results have exceeded Caja Rural of Granada’s
expectations (with increases in the annual number
of clients, educational loans, scholarship advances
and car purchases). Additionally, the program
introduced several significant marketing and
operational changes for Caja Rural of Granada:
process innovation, customer focus, customer
loyalty programs and brand positioning.

The authors thank Caja Rural of Granada for its
enriching contributions to this chapter.
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KEY TERMS AND DEFINITIONS
Credit Union: Is a member-owned financial
cooperative that is democratically controlled by
its members. The union operates by providing
credit at competitive rates, promoting thrift and
providing other financial services to its members.
Many credit unions also provide other services to
support community or/and sustainable development on a local or regional level.
Diversification: A strategy to increase profitability and client acquisiton through innovation
and greater sales volumeachieved from new
products and markets. This terms has also other
meaning, as financial diversification that means
reducing risk by investing in a variety of assets.
Innovation: Innovation means the generation,
acceptance and implementation of new ideas,
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processes, products, services or technologies that
are accepted by individuals, markets, goverments,
and society in general. Innovation refers to the use
of something considered new, whereas invention
refers directly to the creation of something new.
Loyalty Strategy: A strategic plan focused on
continual client retention and satisfaction through
increased product offerings and service quality
which results in increased profitability.
Marketing Strategy: Correct identification of
the target market, provide products and services
attractive to the specific segment which results in
the best opportunity to achieve higher sales and
sustain a competitive advantage.
Multi-Channel Marketing Strategy: Involves
the utilization of several distribution channels to

reach the target customers. Examples include:
retail bank branches, mobile offices, a Web site,
mail order catalogues or direct personal communication (by fax, telephone, email…). Some
entities focus certain channels at target segments
in different socio-economic strata.
Strategic Communication: This strategy develops a communication plan to provide consistent
information within an organization and among customers. Furthermore, this plan identifies the target
market, and creates a consistent messge, resulting
in the achievement of qualitative and quantitative
corporate goals. Equivalent business management terms are: organizational communication,
integrated (marketing) communication, corporate
communication or commercial communication.
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