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Jntroduction

The Banking Industry

First of all, this book is introduced as a marketing book rather than a trading book. The
readers or users of the book may find that this coursebook is similar in part to the
traditional textbooks of international trade or foreign trade correspondence and
negotiation, which were widely used in the earliest Business English teaching in
China. Yes, they have something in common. For example, the titles of some chapters
in these two kinds of books are the same, such as Establishment of Business Relations,
Terms of Payment, Packing and Shipment, Insurance etc. However, they are quite
different from each other in how these areas are approached. Although this book also
involves the trading process, it approaches trading from the marketing perspective.
So this is in fact a marketing book, using marketing theory in doing business in global
trade.

In global trade settings, the two sides of a deal are simply called importer and exporter.
But in marketing, the relationship is more complicated. Actually, we have different kinds
of relationship such as vendors and sales agents relationship, sales agents and clients
relationship-etc. And of course they can be also importers or exporters, depending on
the specific situation.

Not long ago, the author recommended two of his students to a company specializing
in providing global shipping and logistics service. The owner of the company said
to the author after the job interview that he’d rather put them in the sales position,
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because the sales jobs can be used to better test whether the students have the
potential to be good employees in the workplace. He said that he attached great
importance to seeing how good the students were at understanding the work
environment, and how quick they were able to integrate themselves into the
environment. He also said he didn’t expect that they could start work right away, but
that they could learn very fast. And this is the way he selects a job candidate. The
author agrees to his selection criteria, and believes students should develop their
abilities to satisfy what employers want. And the good news is that this book is so
designed to help them achieve their goals.

One of the major functions of marketing is marketing research or survey, which is the
systematic gathering, recording, and analysis of data about issues relating to marketing
products and services. When you domarket research, you will understand differentkinds
of relationship, and then the work environment.

As the concerned subject is self-service banking here in this book, the users are strongly
recommended to read the background information about this industry so as to
understand the business operations in this book.

The Traditional Banking

The banking industry plays an increasingly important role in developing economy and
maintaining financiali stability of a country. Banks provide financial services toindividuals
and companies. Like in many other industries, competition has become stronger in the
banking industry. With the development of information technology, all banks in China
were computerized decades ago. However, the services they delivered to the public
were counter-based. In other words, any bank outlet consists of several counters, and
at each counter there is a teller who sits there to offer service to the customers who wait
in front of the counter. Usually a bank offers 8 hour’s service to customers, and is closed
after the business hours.

Allbanks wantto attract more customers and customers rather choose the banks thatcan
provide better service and convenience. Most customers prefer to open accounts at a
large bank because it has more outlets and is more convenient.
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This photo shows business hours at a Construction Bank of China outlet.

This is hard for smaller banks because they have limited number of outlets, which put

them in disadvantages in competing with the large banks. In ordér to survive and stay

competitive, some smaller banks like China Merchant Bank have improved their service

quality, and offered customized financial products, especially to VIP customers. In 1990s,
some small banks in China even extended their service hours. This, however, increased

their labor costs.

This photo shows the bank is closed on Sunday.
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Why Self-service Banking

Back in the 1990s, there were two ways for the banks to stay competitive. One way was
to increase the number of their counter-based outlets, but it was difficult to find an ideal
location to open an outlet in busy downtown areas, and the costs of counter-based
banking were quite high. The other way was to extend service hours, whichwas also quite
difficult to realize with traditional counter-based banking.

The banks were aware that most of their counters were crowded with customers, waiting
for services offered by their tellers. This caused a heavy pressure on their counters, and
the customers were not happy when they had to wait for too long. If this situation
continued, they were not able to retain their customers.

Customers get a number first and wait impatiently in the lobby to be called for service.

Statistics in the 1990s showed that self-service banking was also able to save operating
costs of banks. In Japan, the costs of self-service banking was only 10 % of
counter-based banking, and 80 % of the Japanese customers used self-service banking
services. In the US, a counter-based transaction cost 1.07 US dollars. On the contrary,
a self-service banking transaction only cost 0.07 dollars. A bank in Shenzhen, China,
once estimated that an investment of 800 000 yuan was required to build a self-service
banking outlet consisting of a CRS (an automatic banking terminal with the functions of
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cash withdrawal and cash deposit ) and an information inquiry terminal (an automatic
non-cash transaction terminal). Taking into account the maintenance cost, rental cost
and annual depreciation cost of 160 000 yuan on a five-year basis, the annual costs of
running a self-service banking outlet was about 200 000 yuan, equivalent to the salary
of a counter-based teller. In comparison, a counter with 2.5 tellers cost about 500 000
yuan a year.

The History of Self-service Banking in China

It was believed that the first ATM was introduced to China in 1986, and itwasaNCR ATM
installed at the Bank of China Shenzhen Branch. Then around of competition to automate
banking service started soon in the banking sector. In the 1990s, ATM installations
increased rapidly across the country. '

However, competition among banks never stopped. It was true that ATMs were used

to extend the service hours, but their major functions were limited to cash withdrawal.

So banks still needed to automate other functions offered by their counters. In 1996,
the concept of self-service banking started to emerge. The bank managers

understood that self-service banking consisted of more automatic banking terminals,

and could performmost of the functions available at the counters. In September, 1996,
with the help of NOBS, a HK-based IT company, a self-service banking outlet with

many different automatic terminals was set up at the Bank of China Shanghai Branch,
offering almost all financial services available at the counters. This was probably the
first of the kind. Almost at the same time, NOBS introduced another of the kind to ICBC

(Industrial and Commercial Bank of China) at the city of Nanning, Guangxi Province.

Thesetriggered anew round of competition amongthe banks. As aresult, self-service
banking quickly gained popularity in many banks across the country.

Different Patterns of Self-service Banking

InJune, 1997, NOBS made a survey on how self-service banking was operated in Hong
Kong. They came up with four patterns of self-service banking in terms of how it was
designed. The company introduced these patterns to major commercial banks and
nowadays these patterns can be seen everywhere in China.
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e With Thru-the-wall Self-service Banking

It was easily found that thru-the-wall (through the wall) ATMs were available everywhere.
Bank people were not aware that many other terminals could also be installed like that.
The self-service banking service offered in a subway station by Hang Seng Bank in Hong
Kong showed that they installed many terminals like some ATMs, a CDM (Cash Deposit
Machine) and a passbook printer, through the wall of their outlet. And the automatic
machines were lined up side by side. This mode could offer 24 hours service, and in
the case of the subway, the service remained open as long as the subway was not
closed.

Two thru-the-wall ATMs and one information terminal are lined up next to the counter area

e Indoor Self-service Banking

‘The terminals were sometimes placed inside of a counter-based outlet. In daytime, the
self-service terminals were used to reduce the workload of the counters. There were a
roller shutter door between the counter area and the self-service area. In the evening,
the door was shut down. So the counters were closed while the customers could walk
into the self-service area to do what they wanted. This kind of self-service banking was
available with Hang Seng Bank, and Standard Chartered Bank.
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The left corner of the room is a roller shutter door, which is closed after the business hours.

The self-service area and the counter area will be reconnected next business day.

¢ Unmanned Self-service Banking

The first unmanned outlet in Hong Kong was developed by Standard Chartered Bank in
1995. This kind of self-service banking was independent of the counter-based outlet.
Compared with the traditional outlet, it was space-saving, thus involving lower operating
costs. And it was a good way to increase the number of banking outlets.

This unmanned self-service banking outlet is designed with two ATMs,

a CRS and an information terminal.
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This photo shows part of the design inside the above-mentioned unmanned outlet.
e Self-service Banking Kiosks

A kiosk was usually known as a small pavilion or a booth used to sell something like
newspapers, drinks, cigarettes and the alike. In terms of banking, it was referred to
as a single computer terminal offering many kinds of cash and non-cash financial
service. At the earliest days, the kiosk was a forex terminal providing the single
function of foreign currency exchanges. It was extended into a multiple function
terminal offering cash service like cash withdrawal, cash deposit, and currency
exchanges, and non-cash service like balance inquiry, transfer, and so on. A kiosk
simply looked like an ATM. With the size of an ATM, it required little space and was
probably most cost-saving.

Self-service Banking Terminals

There were two kinds of self-service banking terminals, namely cash terminals and
non-cash terminals:

Cash Terminals:

o ATM

The major function of an ATM is cash withdrawal even it also offers some non-cash
functions like balance inquiry and transfer of money from one account to another. Itis the
most widely used automatic banking terminal.



