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Customer Relation Management
This project aims at investigating the type of information systems available and provides a deeper investigation on customer relation management. 

To define CRM, this department aims to coordinate all business activities in relation to customers to maximize revenue, and most importantly, customer satisfaction. This department functions at the management level, and primarily functions focuses on data mining, where information (particularly customer behavior and preferences) is gathered. This helps the company’s market positioning to be more effective and competitive. 
Introduction
Bank of China
· One of China’s 4 state-owned commercial banks

· Ranked 18th among the world’s top 1000 banks by The Banker magazine in 2005

· Established in 1912 by Mr. Sun YatSen

· Until the formation of People’s Republic of China in 1949, served as the central bank, international exchange bank and specialized foreign trade

· August 26, 2005, Bank of china was formally incorporated in Beijing as a state-controlled joint stock commercial bank

· Built up its network in 27 countries and regions, with 1000 domestic operations and over 600 overseas operations.

Bank of China (Macau)

· Founded in June 21, 1950 (known as Macau Nam Tung Bank Limited)

· At that time could only handle Chinese remittance, settlement, simple loans and other traditional banking business

· From 1970’s, Bank Law established in Macau and development of all industrial and commercial lines of business 

· Also changed from ‘funded money house’ to commercial bank. 

· From 1980’s since the opening policy of China and Macau’s economic development, BOC Macau engaged into a fast development in diversifying and modernizing its technology. 

· Changed its name to Bank of China Macau Branch in 1987 

· Took part in Macau Pataca Notes issuing

· April 28, 2008, BOC Macau signed an agent contract with Macau SAR government and became one of the 2 cashier banks. 

· End of 2007, BOC has 24 sub branches with more than 1,000 staffs & total assets of MOP69.82billon, deposit balance of MOP57.33billion and credit loans of MOP23.26billion. 
SWOT Analysis
Bank of China (BOC) is in the business of commercial banking, including corporate and retail banking, treasury business and financial institutions banking. The bank leverages its strong domestic market position to attain economies of scale and gain a competitive advantage. However, rising interest rates worldwide may adversely affect the bank's financial performance.
	Strengths
	Weaknesses

	· Strong domestic market position

· Improved profitability

· Broad product portfolio
	· Geographic concentration

· Increasing volatility to earnings

· Low asset quality



	Opportunities
	Threats

	· Business opportunities with SME

· Growing merger and acquisition deals in China

· Buoyant global banking industry

	· Increasing interest rates

· Increasing competition
· Global financial crisis



Strengths

Strong domestic market position

· Correspondent relationships with 1,500 agency banks with 47,000 branch offices worldwide.
· Established business relationship with many of leading Chinese companies and financial institutions, multinationals operating in China and government agencies. 
· Credit business relationships with more than 41,000 corporate customers and has more than 1,500 financial institution company customers by the end of 2006.
· Outstanding balance of domestic corporate loans was $38,374 billion, in 2006. 
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Improve Profitability
· The operating profit increased 124.2% from 2003 to 2006 and net profit increased by 80.2% in 2006 compared to 2003.
· The net interest margin increased from 2.16% in 2003, 2.24% in 2004, 2.33% in 2005 to 2.45% in 2006. 
· Return on average total assets was 0.96% in 2006, the highest level in the past four years, and return on average shareholders’ equity was 14.06%.
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Broad product portfolio
· Operates in the fields of savings, bank accounts, loans and credit cards, long term investments, and e-banking in the personal banking business.
· Offers business and corporate loans, export discounting, cash management, financial advisory service e-commerce, and trade finance. 
· The company also provides various foreign exchange dealing and international settlement services. 
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Weaknesses

Geographic concentration
· Only1.8% of the revenues comes from overseas regions during 2006.
· The geographical spread is very narrow when compared to competitors like HSBC Holdings, Lloyds TSB Group, American Express Company etc that are well diversified financial groups with operations in across various continents. 
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Increasing volatility to earnings
· Interest income contributed 81.7% to total revenues in fiscal 2006, and 80.7% in fiscal 2005, which is very high compared to its competitors, Banco Bilbao Vizcaya Argentaria interest income contribution is 61% to total revenues in 2006.
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Low asset quality
· BOC’s NPL ratio for the fiscal year 2006 was 4.04% and has been continuously falling over the years. However, compared to other major banks such as HSBC, Citigroup and Bank of America
, it is still on the higher side of figure. [image: image9.jpg]Tutoria




A higher NPL ratio is an indicator of low asset quality of the company.
Opportunities
Business opportunities with SME

· [image: image10.jpg]cPul
Hotile




Launched new financial services in 11 cities located in the “Yangtze Rive Delta” area targeting SME customers

Growing merger and acquisition
· The value of domestic mergers increased by 75% from the same period in 2005 to reach $28 billion. 
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M&A deals involving foreign companies buying stakes in Chinese companies increased by 60% in January-August 2006. 
Threats

Increasing interest rates
· A global increase in interest rates (e.g. The European Central Bank raised 0.25% of 3.50% and the Bank of England raised to 5.25%)
Increasing competition
· At the end of 2006, 74 foreign banks from 22 different countries and regions had established 200 branches and 79 sub branches in 25 Chinese cities. 
· The foreign funded banks altogether owned $103.3 billion in assets, which is equivalent to 1.8% of the total bank assets in China.

Process for designing, selecting and implementing the system
First, the economic and strategic planning department would use the information system to research on the system according to the trend of the market.

Afterwards, they would coordinate with the IT group to match up the information transfer link. Subsequently, it would be a conference involving chief executive, deputy executives, chief financial officer, and chief risk officer to proceed to a cooperative decision making. 

Once decided, they would bring it to a subsidiary company and let employees to simulate the system in trial for a certain period of time (usually a fortnight). 
Eventually, the system would be implemented to the market if the simulation progressed smoothly during the trial period. However, the process of designing and selecting a new system requires various costs (e.g. Time, manpower, and money). In short, this process would require a considerable amount of costs, and hence data mining plays a very important role in making sure the system is practical and beneficial in long terms.  

When implementing the IS systems, it is unnecessary to hire new staffs. However, as the systems are partaking some of the duties of counter-employees, therefore it results in a lesser demand of counter-employees. The job roles of the counter-employees would sometimes need to change and take part into internal tasks when less people queue up.


A manager of a specific branch would be assigned to be responsible for supervising the newly implemented system and in charge of the evaluation process
.
In general, the ATM, Back-up central computer,  Auto-passbook update machine, Auto-Cash deposit machine, I-banking, Mobile banking and the terminal computers are all primarily developed to fit the existing organizational structure.
Initial measures of the organizational value
Tangible value: 

· Create financial value

Intangible value:

-    Create the value of convenience to customer

-    Enhance the accuracy of processing information

-    Further improvement of security and efficiency


Basically, the organization evaluates a system in terms of the current market trend, and customer ability of manipulation.

However, before the implementation of the Auto-passbook update machine, Auto-Cash deposit machine, Auto-Teller machine, terminating machine, and the I-Banking, the main value that the company wanted to create is convenience to customer. This would enable to decrease the chances of requiring customers to spend long time on queuing up (e.g. withdrawal, deposit, updating passbook and investment).
Before two or more companies collaborate, it is important to have a unified goal; which is to aim for uplifting the customer service and convenience. This can be demonstrated through the installment of terminating machines and issuing debit and credit card to customer. 

In addition, the organization also aims to create an increasing financial value as well. This can be done through encouraging customers to recognize the convenience of using credit card more often, and enjoys the returns from interest rates.  
Whereas, the company intended to further enhance the accuracy of processing data through using the above information system
 instead of relying too much on labor force.
On top of enhancing the accuracy of data processing, it also creates value of a more efficient and securer process. For example, before the use of terminal computer, the information that customer provides to the organization are written by hand, and hence can be easily changed by someone. In order to avoid this problem, the organization has to adopt terminal computers for more efficient output from the employees, and thereby the customer won’t be able to modify easily.

Also, it could be to enable employee to give outputs (e.g. portfolio) to customer immediately from the computer, which is intended to make the process more efficient. Moreover, the initial plan of having an additional central computer for data back-up is also intended to create value of security, especially in the case of a break-down in the intranet. 

However, most of the initial measurements of the systems have proven to meet its initial goals respectively. Accuracy of processing data, financial benefits, further security improvements and efficiency has attained to offer high values to the company. 
BOC organizational chart
· There are 17 divisions of department

· Information exchange takes place in the intranet
· Separate server where information are stored in case of emergency

· Customer relation management consists of 2 types of systems: Internal and External system

· Internal System: All information access will have to proceed to the terminal

· External System: 6 types with brief explanation

Internal Systems:

Every employees and managers working at the desk have their own terminal system, where it enables them to retrieve data such as customer’s profile of bank account, history of transactions, up to date financial information etc. 

External Systems:
Auto-Cash Deposit Machine
This machine enables customers to deposit cash even without the ATM card, debit card or credit card. 

After inserting the BOC card, the machine reads the card and sends the information to the Intranet for verification. The intranet then grants the access (If rejected, would return the card with the receipt back to the customer), and requests for inserting the cash to be deposited. 
Once the customer inserts the notes, the machine counts the notes and sends an update to the Intranet of the customer’s account balance. Lastly, it provides a receipt and returns the BOC c1ard back to the owner.

The customer relation management then retrieves information data from the machine. These include the individual customers who used the machine, the number and types of customers used the service within a period of time, and other useful information for the improvement of customer intimacy.
Terminating Machine
This enables customers to purchase any products via credit card through this device, where it sends information of the card and the total amount of the purchased products. It receives the response of the Intranet (accepts or rejects the data of card). 


 Once the customer decides to use credit card as the method of payment, the cash register integrates with the terminating machine and sends the necessary information. The terminating machine would then requests for swiping the card, and then sends the information to the intranet for verification and the total amount of credit. 
If granted, receipt will automatically print out and would require the signature of the customer. One of two copies will be given to the customer, while the other for the cashier. If rejected, the BOC cards returns back to the owner. 
Auto-Passbook Machine
Customers who wish to update their current balances in their bank account could use the Auto-passbook machine. This provides quick and efficient way for updating their passbook without having to queue in the bank.

This is one distinct example of implementation from the customer relation management to improve the convenience of customers and working efficiency.  
Auto-Teller Machine
Auto-teller machine is one of the common ways to check the customer’s balance and primarily to withdraw money. 
According to the process above, the customer first inserts their BOC card, and waits for the approval from the intranet before reaching the withdrawal screen. The customer then inputs the desired amount of cash for withdrawal, while the machine checks if the amount reaches the maximum limit of withdrawal. If not, data is sent to the intranet for recording the transaction, and proceeds to providing receipt with the designated cash requested by the customer. If limit is reached, customer is given the option to input another amount, or could choose to end the transaction process. 
I-Banking

I-banking is a convenient way for users to access many services which does not require to them to visit the bank. These services include:

· Remittance Services

· Account Management

· Banking Services

· Financial information

· Investment Services

· Account Inquiry

Through the log in page, customer inserts their ID and password, and the intranet verifies and sends a granting access once approved. After it is confirmed by the intranet, the intranet would enable the user to access different available services. 

Out of the six services, the CRM would retrieve information from the intranet only from the remittance, investment & banking services. Other external associates such as the HKEx are also connected to the intranet. 

Investment Services – Buying stocks:

When the user requests for buying a particular stock or bonds, it sends the requests to the intranet, and the intranet requests the information from the HKEx. The HKEx would soon send a confirmation of a successful transaction to the intranet, and relays it back to the user in the form of an email.

Banking Services – External Payment:

When the user decided to send (input) an amount of money for payment to a corporate company (e.g. payment to CTM), the signal is first inputted into the intranet, and then the intranet would transfer the payment into the company account and send (input) it to the information system of the company for confirmation of the payment. After that, the company would send (input) back a mail of confirmed payment (I-receipt) to the bank’s intranet, and the intranet would output it back to the user. 

Account Management – Modify Personal Information:

As soon as the user modifies his/her personal information and confirms, the new information is inputted into the intranet, afterwards the intranet would output a confirmation signal to the user.

Remittance Services – Outward Remittance:

1. Sending money to an oversea affiliated bank:
When the user decided an amount of money to send to an oversea corporate bank, the data is first inputted into the intranet, and the intranet would automatically send (input) it to a specific oversea corporate bank account. Once the payment is transferred to oversea, the oversea corporate bank would send (input) a mail (I- receipt) back to the bank of china intranet, and the intranet would output it back to the user.

2. Sending money to a non-cooperated oversea bank.

Once the user decides to send the money to a non-cooperated bank in oversea, and the data is confirmed and then inputted into the intranet, the intranet would send (input) it to the information system of a center of oversea distribution of remittance, and then the distribution center would input to the specific bank, which is non-cooperated with bank of china. Afterwards, the oversea bank would input a confirmation mail back to the distribution center, and the center would input it back into the bank of china intranet, and eventually the intranet would output it to the user’s server.

(The above four I-services are related to the customer relation management (CRM). At the end of each day, the CRM would make statistics to acknowledge the number of customers who have used the services. Besides, when the customer who has experience of using the above services goes to the bank and asks for relevant services such as the investment service, the CRM would retrieve previous I-banking recorded data of that customer from the intranet.)
Account Inquiry - Customer balance:

Basically the information displayed for the user here is from the intranet outputs specific account information (e.g. transaction records) to the user.

Financial information – Updated deposit rate:

The intranet continuously updates the newest financial information. As the user demand for this information, the intranet is ready to output the newest information to the user at any time.

(For these two services, the CRM does not take any concern on making statistic data.)
Mobile-Banking
Mobile banking is another convenient way for users to access numerous services, which also does not require to them to go to the bank. These services include:
· Banking Services

· Financial information

· Investment Services
Through mobile banking, customer could choose 3 different stream of services; investment service, financial information or the banking service. When the customer requests for financial information such as interest rate, it would requests from the Intranet to retrieve data from the HKEx, and relay it back to the mobile for pre-recorded operator to deliver the information. The remaining services also retrieve the necessary information from the intranet. Most importantly, the CRM retrieves the customer preferences and behavior from the intranet in the mobile service sector. 
Critical Analysis
The main banks in Macau which are currently competitors of BOC include:
· Seng Heng bank

· HSBC

· Tai fung bank

· Wing Hang bank

· BCM

· Luso Inter-bank

· BNU
In reality, all the banks above have the following Information systems: 
· Auto-Teller machine 
· Terminating machine
· Terminal Computers
· Additional Central Computer (Backing up)

These are the systems that the rivals have and do not have:

· I-Banking
· Auto-passbook update machine
· Auto-Cash deposit machine, 
	
	I-banking service
	Auto-passbook update machine
	Auto-Cash deposit machine

	Seng Heng Bank
	ⅹ
	√
	ⅹ

	HSBC
	√

	ⅹ
	√

	Tai Fung Bank
	√
	√
	ⅹ

	Wing Hang Bank
	√
	√
	ⅹ

	BCM
	ⅹ
	ⅹ
	ⅹ

	Luso Inter-Bank
	ⅹ
	ⅹ
	√


	BNU
	√
	√
	ⅹ


BOC is currently playing a leading role in the banking market in Macau in terms of providing the variety of services through the efficient use of information system. As shown above, none of its competitors has owned the above “trendy” systems altogether, while BOC has all of the above services which comparatively provides more alternatives to customer.
Information systems: 

· I-Banking
· Auto-passbook update machine 
· Auto-Cash deposit machine
· Auto-Teller machine

· Terminating machine
· Terminal Computers
· Additional Central Computer (Backing up)

Evaluation of current systems’ potential for improving efficiency and cost
ATM
Problems: 
· Receipt

· Ageing People

Process #1
1 - Sending information of transaction in ATM, as well as sending confirmation of ID verification.
- Sends confirmation of ID verification (Accept/ Reject)

2 CRM sends information via SMS/Email on details of customer transaction to CPU/Mobile.

Process #2

1 - Logs in BOC Web page.
- Sets the amount of cash ready to withdraw

- Sets where it can withdraw

2 - CRM sends information to the specific ATM only about the amount of cash & specific BOC card for withdrawal.
- Elderly goes to the specific ATM with the use of specified BOC card and fingerprint scanning to immediately get cash.
With the transaction data in the form of electronic, this could help the user to save their data in emails and solve the problem of ineffective receipts. Ageing people could also easily use the ATM without having to encounter technical difficulty to the extent they are unable to use the service.

I-Banking 
Problems:
· Complicated 

· No-instruction

Process:

1. Send information of actions taken on selected service.
2. Send information through Email on details of customer transaction.

3. New link of video tutorials on different services.
4. Send information on the number of clicks on specific links.

With this newly implemented system, the CRM not only could retrieve data on the number of user who are having problems with the service, but also specifically identify the area which needs to be improvised. The greater the number of users clicking on the link, the more it highlights the need for re-evaluation of the system. 
Mobile banking

Problems:
· Complicated instruction

Process:
1 Send information of instructions inputted dialed by customer.
2 Send confirmation of transaction details via email.
3 Send information on the current steps that was disconnected.
This is another way of data mining in terms of the particular step of the mobile banking which needs to be improved. This can be done through the step which the user disconnects the line, or the number of times which the user chooses to step back. 
Auto Passbook machine & Auto Deposit machine

Problem:

· Product maximization
Process:
· Details of transaction via Email/SMS.
· Combination of 2 services into 1 machine.

Lastly, by integrating Auto Passbook and Auto deposit, not only it reduces costs and increases efficiency, but also helps the CRM to gather data on the number and types of users who uses the service. 

Overview of BOC’s external system 


Appendix:
Questions for the interview:

	Pg. 2 - 3
	Brief description of the business. What products or services does it provide? Where are they located? How many years have they been in business, etc.?

	Pg. 10, 22
	Overview of the Information System. (If more than one exists, focus on one only, if large then focus on a subsystem – ask the lecturer for advice if needed).

	Pg. 11-18
	What is its main purpose? What problem(s) was it designed to solve?

	Pg. 2
	What levels of management does it serve? What type of an I.S. is it? (TPS, CRM, DSS, etc).

	Yes, pg. 11-18
	Are there any security measures for the information within the system?

	
	In what way does this output improve the service or product delivery of the company?

	
	Why was this information system implemented? Was there an initial problem which still exists?

	Yes
	Does it interface with any other information systems inside or outside the organization to deliver its service? If yes, describe how the system enhances the competition of this B2B or B2C relationship.

	
	What are the major information outputs of this system? Which are viewed as the most useful and/or most important? Include examples if possible.

	Pg. 7-8
	What input is required to produce this output?

What was the process for designing and selecting the system?

	Pg. 10
	Who was involved in this process? (internal as well as external)

	Pg. 8-9
	Were there any initial measures of organizational value? Which methods did they use?

	
	How long did the process take? What did it cost?

	Yes
	Has it proven to meet the initial goals?

	
	Did the new system require hiring of new staff?

	Yes
	Did the job roles of the employees need to change?

	
	Was the new system develop to fit the existing organizational structure, or did the new system require that the organizational changes?

	
	Did the company encounter any organizational problems in the implementation process? What kind of problems?

	Yes
	Is there a manager dedicated to the evaluation of systems in the company?
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The bank leverages its strong domestic market position to attain economies of scale and gain a competitive advantage.





Improved profits and returns indicate efficient cost management and provide availability of resources for pursuit of growth projects.





A diversified product portfolio enables BOC to attract an extended customer base and spread its business risk across various market segments





BOC is at a competitive disadvantage when compared to them in terms of diversifying business operations to reduce risks and stands to get affected by domestic economic downturns.





With its strong dependence on high share of interest income, this would increase it volatility to the bank’s earnings.





 BOC’s low asset quality could affect the recoverability of loans resulting in lower profitability and may weaken its financial position.





More and more foreign banks in china including BOC are beginning to realize the great opportunities available through offering financing in SMEs.





Given with the strong growth in the value of M&A in the Chinese market, it is likely to continue in the future and hence, BOC should maintain to focus on M&A strategy to attain strong revenue growth opportunities. 





With the current high interest rate, it would directly affect the demand for retail and corporate credit, which would negatively affect the bank’s profitability. 





Increasing competition from foreign banks would adversely affect the revenue and profits of the company. 
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� HSBC has an NPL ration of 1.6% in the fiscal year of 2006, while Bank of America and HSBC ranged from 0.3% to 1.1% during the period of 2002 – 2006


� SME constitutes 99.6 percent of the total number of companies in China, and accounts for 70 percent of the nation’s import and export trade volume. 


� The evaluation results would be reported to the higher authorities at the strategic management level. 


� E.g. Terminal Computers, Intranet etc. 


� The I-Banking service in HSBC is a special case; it provides the online banking service only through HK website.


� Luso Inter-Bank has two types of services,  ATM and Auto-Cash Deposit Machine, which integrates into one machine





