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Overview

To remain independent and expand their profitability,
banks must become more operationally efficient and
more customer-centric. Institutions realize that providing
excellent customer service is the best competitive
weapon in an industry with limited opportunities for
product differentiation. To achieve a competitive advan-
tage based on cost and/or customer service excellence,
bankers need the right tools and, specifically, the right
communication tools. Banks must embrace the latest
advances in Internet-based communications to provide
employees with the ability to communicate amongst
themselves and with customers in the most efficient and
profitable manner possible.

In particular, Financial Insights has identified video
technology as an important communications tool for
delivering higher-value service to customers and for
implementing business strategy throughout the bank.
Providing customers with the opportunity to interact with

Introduction

The purpose of this special report is to illustrate how retail
banks can leverage technology to achieve greater busi-
ness flexibility and higher-value, differentiated customer
service. In this context, the special report describes how
banks have leveraged video communication, supported
by a high bandwidth IP communication network, to ac-
complish these strategic business goals. We show how
several early adopters of video technology have re-
positioned their institutions to expand real-time availability
of high-value services and, simultaneously, improve oper-
ating efficiencies. More innovative programs are on their
drawing boards.
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knowledgeable bankers who have the right expertise in a
face-to-face setting will become increasingly relevant for
banks that are focused on “delighting” the customer with
high-quality customer service.

This special report describes the strategic value of real-
time visual communication for the bank. Through our
research, we have identified several banks that have
successfully improved their competitive position by inte-
grating visual communication into key customer facing
business processes. We describe how banks are using
video calls and meetings to achieve their business
objectives. Specific benefits include achieving opera-
tional efficiencies, reducing costs, improving customer
service, and increasing revenue per store or branch.
Bank executives have more options than ever before to
achieve a competitive advantage.
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Meeting Bank Business Requirements

Strategic IT Investments must be aligned with business
priorities. Over the last 10 years, these priorities have
been influenced by

1) Stronger competition for market share

2) The entrance of non-banks to the banking market (par-
ticularly retail brokerage firms) attracting customer assets

3) The ease with which customers can switch banks or
move funds between financial institutions

4) New regulatory requirements that mandate business
process changes across the enterprise (since 2001)

These forces have required banks seeking to remain
independent to become more responsive to market and
regulatory forces through better customer service, more
attractive financial products, and more transparent busi-
ness processes. In addition, pressures to continue ex-
panding profitability in this competitive environment
require banks to minimize operating costs at every
opportunity.

Figure A illustrates how these business priorities have
impacted investments in technology made in 2004. These
results are based on a survey of 45 bank executives in
North America, Europe, and Asia/Pacific

Figure A: IT Investment Drivers for Banks Worldwide
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Front-office investments, which include implementations
of communications technology in bank branches have
been primarily driven by market forces. Competitive pres-
sures have required banks to work harder to satisfy cus-
tomers in order to prevent them from leaving for competi-
tors and, beyond retention, to grow existing relationships
into multiproduct ones.

Key metrics banks use to measure their progress in sat-
isfying existing customers and growing relationships in-
clude the customer attrition rate and the cross-sell ratio.
The latter refers to the number of financial services
products sold per bank customer. The banks that are
customer-centric typically set ambitious cross-sell and
retention targets.

Figure B shows declining customer attrition rates at two
large U.S. banks that have adopted customer-centric cor-
porate strategies. Both institutions have been successfully
using a mix of strategies to reduce attrition.

Figure B: Declining Attrition Rates at Key Bank
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Figure C illustrates the progress of the largest Portuguese
retail banking organization (Banco Comercial Portugues)
with expanding its share of customer wallet through effec-
tive cross-selling. One of this bank’s retail banking divi-
sions, formerly Banco Portugues de Atlantico

(acquired in 2000) had installed video technology systems
in its branches to assist branch officers with providing
high-value information and service offerings to its small
business and self-employed customers (see Table 1).
This successful implementation creates a competitive
advantage that is not easily matched by other banks.

Page 2



Branch Banking Transformation: On the Road to Real-Time Advice

Figure C: Cross-Sell Ratios at Banco Comercial
de Portugues
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in their respective annual reports that they intend to build
at least 40 to 50 branches per year over the next four
years.

Based on the continued popularity of bank branches for
U.S. consumers (Figure D), these investments may be
worthwhile. A 2005 Financial Insights survey of 1,000

U.S. consumers over the age of 18 shows that consumers
across all age ranges visit the branch almost as frequently
(3 times per month) as the “always on,” 24 x 7 channels
— the ATM and the Internet.

Figure D: Frequency of Bank Channel Visits/Month
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channel that allows banks to communicate with their cus-
tomers face-to-face, thus offering the greatest opportunity
for relationship building. Banks have been outfitting their
existing branches with new technology and more pleasing
designs over the last few years in an effort to turn the
branch into a retail merchant store that specializes in
financial services. Retail stores are becoming models for
new bank branches because they are designed to entice
consumers to enter and spend time in the store, and, ul-
timately, to make a purchase. In addition, retail stores
design the space in such a way that customers can find
what they are looking for efficiently. Customer-focused
banks want customers to visit their branches and, when
they are in the branch, they want to offer customers the
highest-quality service in minimal time. To accomplish
this, many retail banks are evaluating the implementation
of various communications technologies in the branch,
including Web kiosks and video technology, in order to
provide customers with the service they want in accor-
dance with their needs.

In addition, banks have been building new branches in
order to expand into new markets. For example, Wacho-
via Bank, North Fork Bank and Washington Mutual state

But, to realize positive returns on their branch invest-
ments, banks will have to make customer interactions in
the branch profitable. Leveraging branch employees to
perform routine, low-value transactions is not a profitable
use of their skills. On the other hand, converting the
branch into a place customers want to visit when they are
in the market for higher-margin services, such as mort-
gage loans and investment advice, can be a highly profit-
able model. Similarly for small businesses and the self-
employed, the branch is where many of these customers
want to discuss financing and retirement investment op-
tions with an expert.

The branch has to become the primary location for deliv-
ering higher-margin products. One of the most cost-
effective sales and service tools for delivering knowledge
to branch customers about these more complex products
is video communication (see Figure E). The possibility of
conducting video meetings with bankers who may be
based in a central location or another branch allows
branches to tap a much larger pool of product experts and
certified financial advisors to service and sell to customers
visiting their local branch.
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Figure E: Complexity vs. Interaction Delivery
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By now bankers and their IT executives should agree that
branches are still the best high-value delivery channel for
banks. Further, finding solutions that allow the branch
staff to excel at delivering the right set of services is de-
sirable. All bankers realize the fact that their experts can-
not be at every branch to meet with customers. We en-
courage bank executives to discuss internally our
research findings. Pursuing a set of solutions that allows a
bank’s experts to reach as many high-value customers as
possible while keeping expenses down and time for travel
to a minimum is indeed achievable.

As we will show later in this report, using video technology
to provide potentially high-value or profitable customers
with the most knowledgeable and personable service can
have dramatic improvements on sales and service. Our
analysis shows that realizing this ideal customer situation
requires planning and a phased implementation model.

Video Technology in Bank Branches

Video technology is becoming ubiquitous at many com-
pany headquarters and important regional offices. This
technology is at the early stage of adoption within bank
branches and smaller regional offices. Research indicates
that many banks initially use video technology to improve
internal business operations. The business benefits
sought in these cases were initially focused on reducing
travel time to meetings and replacing onsite face-to-face
internal meetings with face-to-face meetings via video
sessions. Implementations of video technology for internal
business communications are typically highly successful
and result in positive return on investments within short
time periods.

Our research also discovered that video technology has
the potential to add more value to bank branches. Figure
F depicts the typical evolution of video technology uses
and benefits. We classify these uses and benefits into
four different stages that characterize the video technol-
ogy adoption phases. Institutions using video technology
typically plan to extend their capabilities to fulfill more

Figure F: Video Technology Adoption Timeline at Retail Banks
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strategic goals, such as providing higher-quality customer
service and selling higher-margin services in the branch
with the support of a larger team of product experts.

In stages 1 and 2 in Figure F, the bank leverages video
technology to improve employee productivity by reducing
travel time and costs and to initiate more collaboration
and communication between managers located in differ-
ent offices. Often, branch managers are required to staff
their branch to meet projected customer activity. When a
branch employee has to travel to another location for
training or a meeting, at least a half day or often a full day
is not available for serving customers.

As a bank enters stage 3, video technology becomes a
more effective communication tool than phone and email
for executing business strategy in the field. At this stage, a
sales manager located in a central or regional office can
simultaneously address sales representatives located in
several branches. It is also at this stage that video technol-
ogy becomes ubiquitous throughout the branch network.

Banks that are capable of leveraging video technology to
better serve their customers strive to realize its strategic
value. At stage 4, video technology is being used to de-
liver real-time personal and expert advice to customers.
Achieving this level of interaction with customers that visit
a branch to fulfill more complex financial needs should be
a goal for every customer-focused retail bank. It is at this
stage that the benefits have the potential to be more sig-
nificant through higher sales per branch and revenue per
employee.

Business Benefits for Banks

Table 1, provides examples of how selected financial in-
stitutions around the world are beginning to leverage
video technology in the branch. With the exception of the
last case, the initial business driver for deploying video
technology in the branches was to reduce travel time be-
tween the offices. In these examples, the banks manage
branch networks that are geographically dispersed. For
example, it would take three days of driving to visit all the
offices at the New England Credit Union (NECU) based in
New South Wales, Australia. In the last example cited in
Table 1, video technology is being tested in a customer
experience pilot involving five to ten branches.

The business case for lowering costs is the primary driver
of the initial investment because, for these banks, the im-
pact of video technology on travel time and employee
productivity is significant enough to cover the costs. But, it
is typically not the only business reason bank executives
have in mind when making the initial decision. Banks of-

ten cite more strategic uses for video technology, such as
facilitating the integration of a newly acquired bank, im-
proving the quality of interoffice interactions and, in some
cases, enabling real-time access to expert bankers lo-
cated remotely. In most of the cases described in Table 1,
using video technology to improve how the bank operates
is considered a medium-term goal.

Some institutions have expanded the role of video tech-
nology beyond the initial objective of reducing costs. The
case study of the NECU illustrates how even medium-
sized community institutions can leverage video technol-
ogy to provide higher-quality financial services for their
customers. In the case of NECU, providing wealth man-
agement services to its customers is unique and merits
additional attention.

This case illustrates how one institution identified video
technology and a high-bandwidth network as critical com-
ponents of its new customer-centric business strategy.
NECU is leveraging its resources and skills to provide
direct interactions with its customers and effectively com-
pete with Australia’s largest banks.

NECU Case Study

NECU is a cooperative with 45,000 members and $320
million in assets, located in the state of New South Wales,
Australia. The cooperative serves its members through
22 offices, with the largest branch employing 23 bankers
and the smallest one employing 2. NECU estimates its
market share in the rural state of New South Wales at
20%. The company offers a full suite of financial products
and services, including insurance, investment, lending,
and deposit products.

A few years ago, the bank revisited its business strategy
and came to the realization that, as a small institution that
had been focused primarily on reacting to the competition,
its best strategic course was to focus on maximizing the
satisfaction of its current customer base.

The bank recognized that its branch network was its most
valuable asset for enhancing customer relationships. Ef-
fectively managing customer service across the branch
network was challenging for executives and professional
staff, however, as it spanned a 1,500km perimeter. To
more effectively control and simultaneously improve cus-
tomer service across the network, NECU management
decided that it would need to invest in centralized com-
munication technologies and a high bandwidth communi-
cation network. NECU formed a committee dedicated to
evaluating communication technologies for the branches.
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Table 1: Current and Expected Benefits of Video for Selected Financial Institutions

Bank Branches Current Use of Video in Branches Future Projects Key Benefits of Video
Industrial 22,000 Reduce unnecessary business travel  No specific plans mentioned Increase productivity of employees
and Com- between branches ) . ” . .
mercial Video identified as key technology  Improve collaboration and coordina-
Bank of Enhance interbranch collaboration for competing against new en- tion

f trants to China’s banking markets
China Conduct training
Banco 1,000+ Video technology implemented in Continued expansion of video 78% of opportunities discussed via
Comercial 300 retail branches of former BCP’s across branch network to support  video resulted in customer action
Portugues Atlantico division to provide high specialists with information dis-

value product information to cus-
tomers.

Now supports new specialist groups
dedicated to providing
advice/information on higher value-
added products (e.g., mortgages)

Branch employee training to develop
consistent approach to customer
service

semination and cross-selling

Cross-sell ratios on an upward trend
between 2001 and 2004 (from 3.5
products per customer to 3.8)

Old Mutual 46 Implemented in all branches as part

Many uses for video technology

Improve branch environment, trans-

Bank (Part of rejuvenation of branch environ- for Nedcor’s 500 other branches formation from a prison-like experi-
of Nedcor) ment post-Aparthaid era to improve lackluster sales and ence to customer-friendly one.
Used to connect customer with service Improve customer service and in-
product experts when selling higher- crease sales of higher-margin prod-
margin products ucts at Old Mutual branches
New Eng- 22 Eliminate travel time between Improve service efficiency and Increase productivity of employees
land Credit branches effectiveness in branches; in par- and managers
Union (Aus- ticular, for loan products. .
tralia) Allow wealth management expert to Optimize human resources across
maintain visual contact with clients Provide expert training to employ-  network
spread throughout network ees across the network
Increase sales per branch
Deliver higher-quality customer
service
Parish Na- 10-15 Eliminate travel time between Integrate visual communication Increase productivity of employees
tional Bank branches for weekly meeting into weekly business operations,
(Louisiana) o _ leverage a broadcasting solution Integrate new branches
Facilitate integration of newly ac- 4 jstribute actionable messages
quired mortgage company located in {5 the branches
a different state
) . ) Explore use for financial advisor
Conduct interview at convenient to address all branches at once,
location for job seeker currently traveling to 8 different
branches
U.S. Credit 10-15 Eliminate travel time to attend meet-  Integrate video technology with Increase productivity of employee
Union ings and training sessions Cisco IP telephony o )
Improve productivity and profession-
Enable corporate headquarters to Explore expanding video calls to alism of meetings through visual
address large number of employees  include third-party partners and communication
customers through resolution of
security issues
Large NA Several None Pilot “express centers” in 5-10 Improve customer service; in
bank thousand branches with two main goals: particular, reduce customer wait

1) Provide self-service capability
via kiosks

2) Provide capability to speak to
live person via video

time in branches

Deepen customer relationships
through consultative selling

Source: Financial Insights, 2005
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One of the first communication technologies implemented
to improve customer service across its branch network
and to control quality was an IP telephony solution for
contact centers. This system allows customer calls to the
contact center to be distributed to branches in accordance
with branch resource availability and expertise. The IP
voice system was running on a 128Kbps network at the
time, which left little room for deploying video technology
that requires higher bandwidth capacity.

The need for better communication technologies at NECU
grew through 2003 and 2004 for two main reasons:

First, the Australian government passed financial service
reform laws in 2003 that would require financial institu-
tions to provide financial advice only through certified ad-
visors.

NECU had only one such certified wealth management
advisor who had to service the entire network of
branches. The advisor had to drive several hours each
morning to get to a branch and typically only had enough
time in the day to visit one branch. This situation pre-
vented the advisor from providing prompt or in-depth ser-
vice and advice to customers.

Second, NECU acquired a credit union with seven
branches located several hours from its initial 15 branches.

Managing this expanded branch network would be even
more challenging as the travel time between the two fur-
thest branches was over four hours.

Implementation of video technology became possible af-
ter NECU obtained a 16x increase in network bandwidth
(2Mbps) from its telecom carrier. In October of 2003,
NECU placed an order for 22 video systems with TAND-
BERG. Six months later, each branch had its own
TANDBERG 770 video system. This particular system sits
on top of a standard TV and delivers CD quality audio and
the highest-quality video available.

NECU planned to use video technology to address four
primary business objectives:

1) Training across NECU’s branch network. Specialists
located in Sydney can train all NECU employees in real-
time.

2) Expand delivery of wealth management services. A
qualified financial planner can address the needs of its
clients via a face-to-face meeting without having to spend
time traveling to client sites.

3) Instant service on higher-margin products, such as
loans and investments. Customers can talk to a loan
officer or investment advisor located in any branch in the
network if the product expert in the branch is busy.

4) Conducting management meetings between
branches and headquarters.

In 2005, NECU is leveraging video technology to provide
wealth management services across its branch network. It
has yet to use it to fulfill more operationally complex
needs, such as providing immediate service to customers
seeking to apply for a loan. The company is working on
implementing a scheduling system for video calls with
customers before implementing real-time lending. NECU
is confident that this ability to provide service in real-time
to customers that walk through the branch door will gen-
erate greater increased sales per branch.

The goal of serving every customer that walks in the
branch in a timely manner is one that is driving many of
the largest and most customer-focused banks, both global
and local ones, to evaluate implementation of video tech-
nology in the branch. In NECU’s case and in the example
of the large North American bank (refer back to Table 1),
real-time service is part of these two institutions’ new stra-
tegic objective of improving the customer experience in
the branch.

NECU competes against banks with large branch net-
works that face the challenge of ensuring that each store
has a knowledge base that is sufficient to service the ma-
jority of its customers that visit the branch. When a branch
suffers a knowledge gap either because the particular
expert is sick, on vacation, or visiting another office, the
chances of losing a sale on a more knowledge-intensive
(and, usually, higher margin) product are high. NECU’s
strategy reduces the lost sale opportunity cost and keeps
its current staff more aligned with overall demand across
the markets that it serves.

NECU faced a number of challenges as it pursued its
strategy, which is not uncommon when re-engineering
infrastructure and operational processes.

« Like many institutions, NECU needed to resolve net-
work and bandwidth issues before it could consider
implementing video technology over its network.

o Properly leveraging video technology in the branch
can require significant organizational and business
process changes that are difficult for technology ex-
ecutives to address alone. Some of the challenges
NECU addressed include:
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a. Training employees on how to use video
technology with customers

b. Providing the right incentives for employees
located in different branches to collaborate
on selling to the same customer when this
could mean a reduction in commission.

NECU believes that its video-technology-enabled branch
network, which allows bankers to offer face-to-face inter-
actions with the most knowledgeable banker available, is
critical to its future success. This capability has the poten-
tial to not only bring in more business to the branches, but
it also helps banks reduce human resource costs by
minimizing the number of higher-cost experts on staff.

The Bottomline — Building Customer Value

Banco Comercial Portugues’ (BCP) case described in
Table 1 and Figure C shows how a large European bank is
successfully providing video-enabled meetings to its cus-
tomers at stage 4 of the adoption phase. Video technology
was initially leveraged to provide information to selected
small businesses and self-employed customers about high-
value services that the bank was trying to cross-sell, includ-
ing retirement products. In 2000, the bank simply focused
on providing valuable and expert information to customers
throughout its branch network. Today, sales efforts via

video meetings are more targeted and involve a specific
product specialist to discuss products of “greater complex-
ity” as stated in the company’s most recent annual report.

lllustrating the success of these high-value customer in-
teractions is the strong sales close rate achieved with
video meetings. The company states that when there is
an opportunity to sell a higher-margin product to a cus-
tomer, product specialists succeed in closing the sale in
78% of the customer interactions fulfilled with a video en-
abled meeting. BCP’s retail banking group has managed
to double its market share in mortgage lending between
2001 and 2004, in large part due to customers’ satisfac-
tion with the bank’s service.

Future Outlook

Video Technology Meets Strategic IT Initiatives

Each year, Financial Insights defines the top 10 strategic IT
initiatives that will have significant impact during the year,
for both retail and corporate banks. Table 2 highlights four
of the top 10 strategic IT initiatives in 2005 for retail banks.
These are driven by banks’ needs for greater business
flexibility and multichannel capabilities, and for stronger
customer relationships. Table 2 also describes the role that
video technology plays in helping banks achieve these
strategic goals.

Table 2: Selected Financial Insights Strategic IT Initiatives for 2005 and the Benefits of Video Technology

IT Initiatives General Description Contribution of Video Technology
Dynamic IT Dynamic IT is about transforming the manage- Implementation of high bandwidth networks that can carry voice, video and
ment of IT and aligning the IT infrastructure capa-  data is a key infrastructure component of a more dynamic enterprise. Real-
bilities with business processes. time, “always on” video technology enables greater operational efficiency,
enterprisewide collaboration and higher-quality customer service.
Developing Banks need to look at initiatives to delve more In addition to executing financial transactions on behalf of retail and corpo-
New, IT- deeply into client relationships and to value-added rate customers, financial institutions are also in the business of providing

Enabled Reve-
nue Sources

services based on straight-through processing of
payments and information-based services.

financial advice. The quality of this advice can be a competitive differenti-
ator and can lead to significant fee-based revenue. Banks can leverage
video technology to ensure that branch customers receive the highest qual-
ity advice from the right experts, wherever they may be located.

Integrated, This initiative addresses the architecture and Integrating video, telephony and data on one network improves employee
Multichannel related systems required to meet the needs of collaboration and customer service across channels. Customer information
Delivery both customers and staff if a bank ever hopes to and customer communications (e.g., phone messages, emails) can be
Systems offer 360-degree customer views and service shared across channels to improve the quality and efficiency of customer
levels across all channels. service. Video conference calls between employees facilitates coordination
of sales efforts across channels and improves the quality of service delivery
to customers.
Intelligent This initiative focuses on optimizing each cus- Providing efficient and high-quality service to customers is particularly im-
Interaction tomer interaction and tuning the level of bank portant when selling higher-margin and higher-knowledge-intensive prod-
Management service to customer value. ucts and services. Video technology accessible throughout a bank’s branch

network allows bankers to connect customers with product experts and
certified financial advisors in real-time.

Source: Financial Insights 2005
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It is important to remember that initially banks often lever-
age video technology to meet less strategic goals of im-
proving employee efficiency and enterprisewide commu-
nications. Leveraging video technology to achieve more
strategic initiatives, such as those outlined in table 2, may
depend on other network and communication technology
decisions. Executives need to plan comprehensively to
take full advantage of video technology. Our research
identified several key areas worthy of management’s con-
sideration.

Video Technology Adoption Considerations

As with any technology, successful implementation of
video technology requires a clear business need and a
plan for adoption. To evaluate how well technology can
meet business needs, banks often test the technology
through a pilot. With video technology, running a pilot is
recommended, particularly when the bank decides to use
video technology to service customers. The business
case for adopting video technology in some customer fac-
ing processes may make sense on paper, but may look
very different once it is put into practice.

Identifying business cases where video technology can
have an impact on productivity or customer satisfaction
levels can be challenging for several reasons:

1) Adoption of visual communication technology requires
employees to change their behavior in the work place.

« Banks may find adoption more or less challenging
depending on employee reactions to video technology
in different situations.

« Banks should review employee interaction with cus-
tomers and consider changes across different busi-
ness situations that can be enhanced with video calls.

2) Consumer reaction to video technology is difficult to
gauge without testing and experimentation.

« Pilot testing video technology in the branch is essen-
tial for understanding both the staff and the cus-
tomer’s experience with video calls.

« Cultivating customer interest is facilitated by onsite
demonstrations

3) Incorporating video technology into business processes
requires a bank to review and modify, where appropriate
its processes.

« Banks have to be willing to develop (and document)
new processes and procedures that incorporate video
calls

« Banks will need to train employees on these new pro-
cedures.

We suggest that banks begin to leverage video technol-
ogy in situations where the three adoption challenges out-
lined above have a limited impact. Once employees and
customers become familiar with using video calls in sim-
ple situations, transitioning to more complex uses be-
comes much easier. Figure G illustrates these three main
adoption dimensions for video technology.

Figure G: Technology Adoption Dimensions
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Source: Financial Insights, 2005

Given these challenges, we recommend that banks im-
plement visual technology following a phased approach
whereby the initial phase is focused on meeting the most
straight-forward and pressing business needs. In the Ap-
pendix we identify four important technical considerations
that executives should take into account when making
their video technology selection.

The phases introduced in Figure F on page 4 above are
illustrations of how Financial Insights sees banks adopting
video technology today. Migration to stages 3 and 4 is
nascent at this time and is on the minds of IT and opera-
tions executives at firms that already leverage video tech-
nology at stages 1 and 2. It is most imminent at institu-
tions that already have video technology installed in some
branches.

Many of the institutions we have studied throughout our
research become introduced to video technology at
stages 1 and 2. This experience, however, should not
prevent a bank seeking to implement video technology in
their branches from leapfrogging competitors by leverag-
ing video technology to achieve stage 3 and 4 business
objectives. If real-time advice and value-added customer
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service are the most visible needs according to pilot test
results and employee feedback, then the bank may suc-
ceed at realizing benefits at stage 4. The faster a bank
can start to leverage video technology to deliver more
added value and real-time advice to customers, the
sooner its competitive position will be enhanced.

Essential Guidance

We have no doubt that leading institutions understand
how the strategic use of technology is critical to their long-
term success. Taking action to realize this potential is a
measure of how far ahead of the competition these lead-
ers are strategically.

What should retail bank management teams be consider-
ing at this point? A simple or universal answer is too gen-
eral and leaves most executives unsatisfied. Instead,
bank executives should answer these three questions.

e Where will your institution be in three years using its
current set of business applications and communica-
tion infrastructure with respect to its ability to address,
with a high-level of confidence, the strategic IT Initia-
tives laid out earlier in Table 2?

e Is your bank committed to challenging its existing
practices and business processes and pursuing new
ones if there is value to your customers and staff?

« Does your institution know with a high-level of confi-
dence with which technology and business partners it
will proceed and how it will do so?

If an institution is satisfied with its answers to these ques-
tions, then execution quality is the next step. If uncertainty
exists around answers to any of these questions, then
management needs to focus some attention on its busi-
ness and IT strategies to get the best answer(s).

The bank’s management team should, at a minimum, un-
derstand their game plan for the next three years. If the
plan is to continue with business as usual, then the focus
is probably on operating costs, productivity, and staying
even with competitors. Banks that need to improve on any
of these three fronts should be looking at their business
operations. Opportunities to reduce costs and keep staff
in the branch more often should be a good thing. These
banks should consider a plan that encompasses stages 1
and 2 from Figure F.

If the plan is to gain ground against competitors, then
bankers need to make sure that their firm’s infrastructure,
business applications, and customer-facing business
processes will position their staff to deliver better cus-
tomer experiences which will lead to increased market
share and in turn more customer wallet share. These
banks should consider a plan that covers stages 3 and 4
of Figure F.

Finally, business and IT executives should be seeking to
leverage every element of their IT infrastructure to support
current and new requirements. Those bankers who are
raising the performance bar by converging communication
networks and engaging video technology to deliver more
personable and value-added services like real-time expert
advice to their customers are taking intelligent steps to be
ready for the rest of the 21* century.
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Appendix

Network Considerations

Before moving forward, bank executives need to under-
stand how their communication infrastructure must
change in order to compete in retail banking in the

21% century.

Bandwidth Requirements

When looking at how video technology can fulfill business
requirements, one cannot ignore the institution’s network
infrastructure. A network that can carry video images
must have a bandwidth capacity of at least 384Kbps in
order to provide a high quality video. If the network used
to support video calls also supports data and voice com-
munications to the branches, the bandwidth requirements
are higher. Fortunately, technology advancements have
dramatically reduced the cost of bandwidth and the
bandwidth required to achieve quality video.

The Movement Toward Video over IP Networks

Thanks to advances made in IP-based network technol-
ogy over the last few years, video calls and telephone
conversations can now be completed reliably using Inter-
net technologies. Until recently, financial institutions that
have leveraged video-calling capabilities had to install a
separate network to carry video, such as an ISDN. The
cost of an ISDN can be expensive as it is priced per use.
By comparison, transmitting data over the Internet would
only cost banks the monthly access fee paid to their Net-
work Provider. In addition to realizing a significant de-
crease in the price of the network service, a converged
network also reduces the cost of operating video technol-
ogy systems. This is in part due to the ability to leverage
the same staff that manages the data network for man-
agement of the video or voice network. These cost advan-
tages have stimulated adoption of video over IP networks
in the financial services industry.

Using one network for all communications is an example
of a strategic enterprise architecture. One significant ex-
ample of bank adoption of converging voice, data, and
video communications onto one IP network is Bank of
America’s announcement in October 2004 that it would
build a converged network to “improve productivity” of
180,000 employees working at over 1,800 locations in
29 states.

A converged network combined with specific applications
designed to deliver the benefits of converged communica-
tions to end users will allow bank employees to receive

and collaborate much more efficiently. Leveraging a com-
bined voice and data network, employees can:

« Access emails and voicemails from the Internet

« Receive information about customers through the
screen on their IP phones prior to call pick-up

e Use an IP phone to initiate a video call with another
employee

All of these productivity and customer service benefits
resulting from communications convergence are important
drivers of current projects to implement video technology
on IP networks.

Video Technology Requirements

As video technology becomes a more critical interaction
and communication tool within a bank, executives must
ensure that the selected video technology provider meets
business and technical requirements. In the sections
below, we discuss several important factors that banks
should consider when selecting a video technology solu-
tion. Five major areas must be addressed: interoperability
and integration; system management; partnerships, sys-
tem options, and security.

Interoperability and Standards Adoption

Because many installed video technology systems
continue to leverage the ISDN standard, today’s systems
must be able to support both ISDN and IP standards.
TANDBERG's systems, for example, are compatible with
all of the International Telecommunications Union (ITU)
standards established to support video conferencing over
various network media.

Banks should ensure that their video technology provider
is using the latest and highest quality ITU standard video
codec (i.e., the encoder and decoder, which is the heart of
the video technology), while remaining compatible with
lower-quality video codecs. This will ensure access to the
highest-quality image for a given bandwidth. The new
H.264 standard provides high quality images at much
lower bandwidths than the previous technology could
support (half the bandwidth or twice the quality at the
existing bandwidth). TANDBERG's video systems
incorporate the H.264 standard.

In addition to interoperability with standard codecs and
network communication standards, it is important to
consider a system’s ability to place calls with
hetereogeneous systems since a video call may involve
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parties that operate systems from different manufacturers.
TANDBERG's systems are designed to communicate with
those of any video system manufacturer.

System and Video Call Management

Banks should identify video technology providers that can
deliver an efficient and cost-effective means of managing
their video network, systems, and infrastructure.

TANDBERG offers TANDBERG Management Suite
(TMS). The Web-based application enables the schedul-
ing of video calls and system resources. Calls can easily
and quickly be scheduled directly in TMS or via Microsoft
Outlook or IBM Lotus Notes, allowing business users to
incorporate video calls into their daily calendar. TMS al-
lows employees to initiate “ad hoc” video calls via an in-
stant messenger (IM) application that provides information
about the availability of individuals connected via IM and
their corresponding video system.

Partnerships

Video technology providers that have strong partnerships
with leading communication application and infrastructure
providers are in the best position to provide systems that
can integrate easily with common business
communication applications. TANDBERG has strong
partnerships with Cisco and Microsoft, two leading
technology providers. These three companies have
expressed their commitment to work together to drive
enterprise adoption of visual communication technology
while keeping pace with the rapid changes in networking
technology and business communication technology.

Cisco and TANDBERG have partnered to integrate
Cisco’s CallManager solution with selected TANDBERG
video conferencing systems. These video systems enable
users to launch a video conferencing session as easily as
placing a call. TANDBERG video technology is also inte-
grated with Microsoft Office Live Communications Server
2005 which enables the management of voice, e-mail,
instant messaging and video technology through one sys-
tem. This integration is particularly powerful because Mi-
crosoft’s instant messaging application allows users to
view when others are “present” or available to communi-
cate. Users can initiate group or one-on-one video calls
with participants when they see that they are available
through their IM application.

Video System Options

Providers of video technology should be able to offer
banks a choice of systems that correspond to a range of
business uses. For example, video units that support
small groups and large groups should be different.
System differences might include the size of the video
display as well as multimedia (e.g., data, DVDs, etc.) and
bandwidth support capabilities. We list these system
considerations below:

1) Size — Small, mid-sized and large groups are likely to
seek video units of different sizes. Figure H provides an
illustration of TANDBERG video technology systems that
can meet the needs of different groups based on the em-
ployees’ needs, business process, application, and physi-
cal location set-up.

2) Communication requirements — Communication
needs are likely to differ based on the business situation
as well. Call center representatives, for example, are
likely to use a video conferencing unit to communicate
orally rather than to work on a presentation or
spreadsheet, for example. Thus, video units that are
purchased to integrate with a call center application do
not need to have as many multimedia capabilities as do
other units. In addition, TANDBERG has designed
specific systems to integrate with Cisco Call Center
Manager called video telephony systems.

3) Mobility — Bringing video technology to the client can
provide excellent advantages, expecially around customer
care and service. TANDBERG offers wireless video
technology systems to deliver the mobility and ease of
transport capable of accessing the network through a
wireless connection.

4) Site Connections — Banks will have to consider a
system’s conferencing capabilities. Video systems will differ
based on the number of sites that can be connected with
one call. The majority of TANDBERG'’s systems can enable
connections with four to eight video sites and an additional
four to eight audio sites through a single device. For
banking organizations that require several simultaneous
connections (e.g., for branch training sessions or Monday
morning calls), TANDBERG provides a variety of
infrastructure products that would allow a bank to scale up
to 128 video and 48 audio sites on one call.
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Security and Accessibility

To ensure the secure transmission of video calls, video
technology providers rely on data encryption as a standard
feature. Ensuring the secure transmission of video data
within a company’s private network is straightforward.
Many banks restrict usage of video conferencing
technology oustide of the corporate firewall, which means
that video calls with external partners, or customers, rarely
occur. If they do occur, it is a costly proposition of setting
up the logistics and the actual video call.

For banks that are moving into a stage 4 deployment of
video technology that want to enable access from
advisors, subject matter experts, and customers,
receiving video calls from outside of the corporate firewall
is a must. In response to this need, TANDBERG
developed a firewall traversal technology that enables
video communications anywhere by using an IP network.
Known as Expressway™ the technology securely tunnels
through corporate network firewalls to make face-to-face
interactions convenient and cost-effective.

At the heart of Expressway is a universal dial plan that
allows the bank to register and easily verify the legitimacy
of incoming video traffic. Once the call is initiated, the
Expressway technology simply compares the video phone
number (something easy to remember like
john@customer.com or Branch12@bank.com) against
the video system names previously registered with the
bank. Once a secure tunnel through the firewall is
created, a secure video call is initiated.

Figure H: TANDBERG Video Technology System Components

Enterprise
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H.320,H.323

Source: TANDBERG.

*  Embedded Encryption:

— Endpoints, MCU’s,
Gateways, and
through firewalls

Definitions:

MCU: Multiple Control Unit (MCU) is a device that enables confer-
ences between multiple video terminals

H.320 and H.323: different ITU standards describing protocols,
services, and equipment necessary for multimedia communica-
tions. H.323 is the most recent standard, designed for video com-
munication via packet switched IP networks and H.320 is for ISDN

MPS: Media Processing System (a large-scale MCU)

Gatekeeper: Software that manages video communications
across a H.323 network, including call admission to accept or
deny calls and bandwidth management

Border Controller: Device that enables the traversal of video
calls through firewalls and places and receives video calls on
behalf of systems on the internal network.
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