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missed her!”

only men’s clothes in the shop.

and daughter?”

ERROR IN THE REPORT

The new typist at the hospital saw one of the obstetricians coming towards her indignantly

waving a report had typed. ‘Miss Jones! * He exclaimed ‘I said first trimester not first try

Judge : “when you were committing the theft, did you not spare a thought for your wife

Defendant: “ 1 did, your Honore. Bu’c‘chere‘wel?é only men’s clothes in the shop”.
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Electronic Commerce &

1.0 Introduction

Electronic Commerce (e-commerce)
will be the back bone of the new global
economy in this century, a market place
which can be entered from anywhere which
can take its users anywhere, which can give
access to an unimaginably diverse range of
products and services. The Internet has
contributed largely to the involvement of
e-commerce in its present form and is
accepted today as an essential feature in an
e-commerce environment. With the development
of e-commerce on the Internet, new uses for
electronic money are emerging. Electronic
money on the Internet, which will be described
as network money or cyber money includes
card based and/or software based e-money.
One company that has been setting the pace

in this area is the California based start up "

NextCard Inc. InDecember 1997, the company
launched the 'Next Card' the world's first true
Internet Visa credit card. The main purpose
of this article is to examine various aspects of
e-commerce and network money with Next

Card.
2.0 Electronic Commerce

There is no universally agreed definition
of electronic commerce. However, in the World
Trade Organization (WTO) work programme
on Electronic Commerce (e-commerce) it is
understood to mean the production, distribution,
marketing, sale or delivery of goods and
services by electronic means. Itcan be described
simply as “Doing business electronically”.
More precisely it is conducting the exchange

Network Money

of information using a combination of
structured messages i.e. Electronic Data
Interchange (EDI)2, databases, unstructured
messages (E-mail) and database access across
the entire range of networking technologies.
The sharing of information with business
partners leads to cost savings, increased
competitiveness, improved customer relations
and greater efficiency through the redesign of
traditional processes.

A commercial transaction can be divided
into three main stages; the advertising and
searching stage, the ordering and payment
stage and the delivery stage. Any or all of
these may be carried out electronically and
may therefore, be covered by the concept of
'electronic commerce'.

_ Electronic Commerce is a business
strateqy and uses technology to achieve
business objectives. It improves external
business relationships and an evolution in the
way companies interacts. E-commerce
provides information to facilitate delivery of
goods and services and supports change
initiatives and reinforce business process
re-engineering.

Electronic commerce can be categorized
into three areas: Business-to-Business, Business
to Consumer, and Business to Government
Electronic Commerce. Although business to
consumer e-commerce is much talked about,
business to business and business to
government are much larger than business to
consumer e-commerce. It is basically selling
goods, and trade services on line over the
Internet. Business to business e-commerce
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on the other hand involves supply chain
integration and management, and formation
of strategic alliances Business to government
e-commerce involves government tendering
and procurement and trade procedures such
as customs.

Electronic commerce will have a
significant impact on various economic actors
and sectors. - E-commerce greatly enhances
the speed at which transactions are
completed. Minimization of time spent in
communicating, exchanging information and
documents results in ‘ncreased efficiency in
markets. At the same time trading in an
electronic environment necessitates market
players to be more efficient in all their
activities, such as decision making,
promotional activities and implementation of
new strategies in order to have their wares
ready to meet new demand. Quality of goods
and services and productivity in the
production processes will increase as
suppliers strive to maintain their competitive
edge in the market. E-commerce itself will

hail in new products related to the field of

telecommunication and the computer industry.
Employment opportunities will also arise in

these and related field. The valye-added -

created through e-commerce and the Internet,
and the indirect effects on other sectors are
likely to generate much new employment. In
the United States, Internet-related
employment reached almost 400,000 in
1998.

Data on the growth implications of e-
commerce are unavailable but a few sources
discuss the growing importance of information
and communication technologies and their
contribution to economic growth. For the
European Union, the cumulative contribution
of the emerging information technology to
growth is projected to reach 3-7 percent GDP
between 1993 and 2008. In Japan, the share
of new information and communications
technologies in GDP is estimated to increase
from less than 1 percent in 1993 to about 2.5
percent of GDP by 2010.

E-commerce is also likely to Transform
a number of other service sectors particularly
in the Financial Sector. Many banks already
report a majority of transactions being
conducted electronically without personal
contact between clients and bank employees
and electronic settlement of payments is well
established. : Potential cost savings in the
financial services sector are enormous; while
the administrative (marginal) cost of clearing a
cheque average US $ 1.20, and for a debit or
credit card payment US $ 0.40 US $0.60, the
transaction costs for an Internet payment can
be as low as one cent. "

Today, when we talk about electronic
commerce, reference is made mainly to
business conducted over public networks such
as the Internet3. Internet-based e-commerce
is growing rapidly. A survey by Forester

‘Research revealed that companies, which

already sell their products on the Internet, still
conduct over one-half of their sales by the
telephone or fax. The Internet accounts only
for 15 per cent of their sales revenue.
However, the share of online-sales is projected

to grow to 42 percent of all sales for these

companies by the year 2000 (Table 1).

Table

The relative Importances

of Commercial Channels
Channel Percentage
Phone or Fax 51%: ::82%
Direct Sales 22% 17%
Mail _ \ 2% s 1%
Non-Internet-commerce 10% 8%
Internet Commerce 15% 42%
Total 100% 100%

The fastest-growing communications
tool over the Internet had more than 140
million users in mid-1998, a number expected
to pass 700 million by 2014. In mid-1998
industrial countries, home to less that 15% of
people, have 88% of Internet users. North
America alone with less than 5% of all people,

wile Ol
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had more than 50% of Internet users. By
contrast, South Asia, home to over 20% of all
people, had less than 1% of the world's
Internet users.

Figure 1

Demographics of Internet users

Income “Sex

College
32%

Figure 1, summarizes the demographics
of Internet users. As a whole, Internet users
remain an elite group. The Net population is
younger, more affluent, better educated, and
more male than female population. Over the

past four years the computerized Trade

Information Network (Trade net SL)6 which
was established under the Ministry of Internal
and International Commerce and Food in
May 1995 at the Sri Lanka Export Development
Board, has successfully established electronic
trade information services and continue to
manage, maintain and enhance the electronic
trade information base and computing and
network infrastructure. It has now developed a
range of e-commerce services in a very
professional manner with the establishment

of the Cyber Trader-the service of Trade net

SL-in May 1999. The objective of this venture
is to promote the use of electronic medium
within the Sri Lankan business community.
Cyber Trader is successful in developing a
business-to-business e-commerce environment
among Sri Lankan exporters and overseas
buyers.

As the e-commerce pie expands, new
uses for e-money are emerging. In general,
one can distinguish between two forms of
electronic money. One is money units on
prepaid cards which the European Central
Bank (ECB) calls “Card-based products “and
defines as “plastic card(s) which contain (S)
real purchasing power, for which the customer
has paid in advance....... 7”. The other form is
“software-based products” which transit
electronically stored money units through
telecommunications networks such as the
internet. Basically, card-based products can
also be used to make payments over the
internet though e-commerce can use both
types of e-money products. Hence, e-commerce
on the internet can be described as network
money or Cyber money.

3.0 Network Money

Network money can be defined as “e-
money transmitted via telecommunication
networks such as the internet8”. The payment
system on the internet can be basically classified
as shown by the Chart 1.

Chart 1
Payment System on the Internet

Point in time
When a good is transferred

Float Deferral/Credit

Pay before Pay Now: Pay Later

network direct debiting Charge card/

money electronic cheque credit card
procedures debit authorization

-Network money (or Internet money) is
a “pay before” type of payment instrument.
From the point in time when electronic money
units are obtained, i.e. before the time of the
actual purchase, the payer forfeits the opportunity
to invest his funds in an alternative interest-
bearingmanner. This is atleastin a system where
the operator centrally records the balance of all
participants. Part of the yield could thus be
returned to the network money holders.

In view of the alternative payment
instruments available on the internet, the
future spread of network money will basically




depend on the relative costs and benefits of its
use. From the payers' perspective, classifying
the payment into one of the three categories
of payment instruments reflects a major part
of the costs of a transaction. If the liquidity
effect sets in prior to receipt of the good, the
buyer incurs opportunity costs in the form of
lost interest income. If the good is paid for
after receipt, interest gains should be taken
into account. To the providers of payment
services, classification into the three liquidity
effect categories also plays a key role.

Thus, a pre-paid payment instrument
enables the issuer to invest the funds at
interest, whereas the use of a payment instrument
where the liquidity effect sets in only after the
transfer of the good involves a deferral or a
loan to the buyer.

Unlike other payment instruments, the
use of network money as a pre-paid bearer
instrument involves transforming purchasing
power in the form of stored money units via
the internet. As in a cash payment, this type
of transaction also carries the risk of loss, theft
and counterfeit. Besides, qther risks may
arise in banks network money business such
as special operational or legal risks. .

The aforementioned costs of network
money transactions contrast with the benefits

resulting from the special features of electronic
money. As a bearer instrument, network
money is the only payment instrument on the
internet which involves definite and final
settlement of a payment. In addition, the anonymity
of the transaction which is particularly associated
with software based network money9 may
promote the use of cyber money as a payment
instrument. :

4.0 Conclusi(;il

Network money (internet money)
poses additional challenges to monetary policy,
first of all due to the possibility of the cross-
border use and issuance of network money. It
is conceivable, particularly with software-
based products that residents will use money
issued by a non-resident for domestic purchases.
If such transactions increase significantly and
if they coincide with rising holdings of money
abroad, the link between the domestic money
stock and the domestic transaction volume is
likely to become less pronounced. Consequently,
monetary aggregates would probably lose
some of their productive power regarding
future inflation trends. In addition, one cannot
rule out the possibility of network money
circulation becoming independent of
monetary policy.

GO GET YOUR MOTHER

Avillage boy and his father were visiting the L Plaza. They were amazed almost everything
they saw, but especially by two shiny, silver walls that could move apart and then slide
back togetheragain. :

The bay asked “what is this, father?” The father (never having seen an elevator) responded.
“Son, | have never seen anything like this in my life, | don"t know what it is.”

While the boy and his father were watching with amazement, a fat old lady in a wheelchait

rolled up to the moving walls and pressed a button. The walls opened and the lady rolled
between them into a small room. The walls closed and the bay and his father watched the
small circular numbers above the walls light up sequentially. They continued to watch
until it reached the last numberand then the number s began to light in the reverse order.
Finally the walls opened up again and a gorgeous, voluptuous 24 year -old woman
stepped out. The father, not taking his eyes off the young woman, said quietly to his son,
“Go get your mother.”

Mo
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MARRETING STRATEGIES
FOR BANRERS

Abstract

Marketing strategy is a comprehensive plan of action designed to meet the
needs of certain enterprises. In a way, this paper deals with the marketing strategies
which can be adopted in the banking organizations in a descriptive format. The ways
to develop markets and some strategies are put forward in the paper. Major finding is
that the success of bank depends largely on the range and quality of services offered to
their customers. Different products (deposits and loan schemes),management information
system, action and control, market research in banks; effective marketing planning,
formulating quality circles, and marketing training programme are the most
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Introduction

Marketing is a process of choosing
markets, products to be offered, prices to be
charged, distributors to be engaged, and
methodology to be adopted ( Sommrs and
Barnes, 1992 ). Thus the whole efforts in
marketing are to offer consumers, as much
value as possible for the price paid by them.
The marketing process has to bridge the gap
between almost stationary offerings with totally
dynamic needs of consumers; marketing as
society oriented marketing aims at earnings
profits for the organization through customer
satisfaction. Generally marketing refers to all
activities connected with sales and distribution.
Marketing in banking is not similar to marketing
in other industries.

important aspects for the success of the banking organizations.

Marketing, Management
segmentation, Strategy.

information system, Quality circles,
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Marketing in Banks

Today the concept of marketing in
banks assumes greater importance under the
strength of the resource base of the banking
industry to meet the ever changing and growing
credit needs of the various sectors and to fulfill
the national social economic responsibilities.
Marketing philosophy for banks should
necessarily emphasize the goal of realizing
customer satisfaction through meeting the
different saving needs of the customers and
also the credit requirements of the borrowers.
Banks marketing philosophy does not stop
with offering of products but it includes the
philosophy to be developed in the post sales
services also. ‘




Objective of Marketing
Strategies

The marketing strategies for mobilization
of resources should aim at expanding
clientele. In order to expand the bank clientele,
the objectives should always be kept in mind:
1) Retaining the existing customers.

2) Bringingin new customers.

Keeping the existing customers
satisfied is a continuous and on going process
The needs of the existing customers will have
to be met through 'cross - selling', the concept
of which assumes greater importance both in
market retention and market development in
view of the fact, that majority of the
improvement in business is attributable to the
additional needs of the existing customers
(Richard M.S Wilson, and Colin Gilligan, 1997).

Market Developments:/
How to develop Markets:

Banks have to develop their markets
with a view not only to grow but also to survive
in the competitive and dynamic environment

(Kotler. Philip, 2003)

There are two main aspects, which are
vital to market development
1) Reachingthe prospective customer.
2) Convincing him to save with the banks.

While reaching a new customer may
be easy, it is difficult task to convince the
person to save with one's bank. Bankers may
use much techniques to reach the potential
and prospective customers.

Segmentation of markets in
Banking

Once the needs and characteristics of
the customers group are brought into clear
focus marketing efforts that are most suited to
the particular customers group can be
developed as easily. the required specialization
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developed as easily. The required specialization
in the product mix, the distribution mix, the
promotion mix and price mix to suit the
customers groups can also be easily achieved.

Methods of Market
Segmentation

Markets can be segmented using
several relevant bases. They can be based on
the various characteristics of the customers
such as sex, age, education etc. They can also
be based on geographical characteristics. The
common methods of market segmentation are
asfollows;

Geographical Segmentation
Demographic Segmentation
Physiographic Segmentation
Buyer behavior segmentation
Volume segmentation.

Market segmentation should be one of
the first aspects of marketing to be employed in
banking. A clear insight becomes possible
when segmentation is exposed as the banks
can consider the needs of specific groups and
conceive strategies to attract those groups.

How can banker reach the
prospective customers?
Developing and
Differentiation of Products.

The products that can be offered by
banks ate only the depositsand credit schemes
and other service schemes. The banks could
only offer such deposits and loan schemes
within the frame work of the RBI guide lines.
However, there is dearth for innovative schemes
that the banks can offer. This would warrant
the banks to assess the style. As regards credit
schemes, though much has been under IRDP,
DIR, etc. there is still room for developing
innovative schemes to suit the credit needs of
the public particularly the weaker section of
the society.
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As regard service marketing other than
deposits and loan schemes, there are many
services which are to be popularized even
though banks have already introduced some
of them such as merchant banking, leasing,
consultancy services, investment counseling,
executor and trusteeship services, factoring,
margin and amalgamation.

As regards product diversification it
could be seen that there is no differentiation in
product offered to public, the interest rate for
the deposits. The schemes etc. do not change
with one person to another. And so is the case
with credit schemes. However, it could be
observed that there is differentiation in the
personalized service being extended to different
customers. Bank marketing is associated
with the identification of local, national,
international and specific customers needs,
both current ant potential.

Analysis of Marketing Mix.

The step taken by“ the business
enterprises to improve sales is known as
marketing efforts, the various components
should be coordinated. The various components
and instruments used in ‘the marketing
process constitute the marketing mix.

The marketing mix elements (product
mix, price mix, place mix and promotion mix)
constitute the first set. The behavioral and

environmental forces external to the :

enterprises constitute the other set. The latter
can be classified under four heads.

Consumer Variables

Competitive Variables

Trade Variables

Environmental Variables

In case of banking companies, the price
mix (Interest) and Distribution mix (through
branches) are controlled by the central banking
authority. Services and promotion are within
the hold of the bank and offer great potential
for designing effective marketing strategies.

Marketing and
Management
Information
Systems in Banks

Marketing information system
gives more importance to marketing
research group. while firms, which have
suitable information:systems,  consider
marketing research as just only a part of
the information system. Features of
marketing information system.

(Powell, 1998)

Handles both internal and external
system

Concerned with preventing as well as
solving problems.

Operate continuously as a system
Tends to be future oriented

Computer based process.

It includes other sub - system besides
marketingresearch.

The management information
system requires the application of
computers. Three major areas of
information system are the financial
information system, the personnel
information system and the logistic
system. The bank management realized
the importance of computer to obtain
information more quickly and more
accurately. The trade unions objected
the introduction of computers in the
beginning, but later realized the uses of
computer in providing information
which will make the job easy.

Information should be continuously
re - keyed for different purposes, at times
incorrectly misplaced, not updated and
so on. However. within technology. lies
the centerpieces of productivity, a system
that produces a single electronic file of
all information needed to respond
quickly and effectively to customer and
bank needs.



Improvement in technology - particularly
computer networks and the ability to share
information between the managerial
personnel within the organization enabling
stronger sales culture, better customer service
and streamlined staffing. By allowing
employees to operate as a member of a team
rather than as functionaries and by
transferring a hundred of bits of information
into a dynamic sales technique, the banks in
effect take away a series of roadblocks in
overcrowded cities and create a virtually
limitless free ways (Brien.0.A.J.1996)

The freeways come when technology is
considered along with relevant business
issues such as standardization. centralization

and staffing.
Marketing

The Setup Make Sales
qualified marketing sales calls
opportunities plan calls Hnstory

e Plpelme

Information flows by the sales
process °

By using centralization to eliminate the
hand over of data from one functional area to
another, the flow of information is complete
and time wasted in tracing down answers, Re-
keying errors are eliminated and there are
greater competitive advantages in having the

1 Pipeline J

entire bank team see that what products a
customer wants credit deposits trusts, cash
management, leasing or others.

Business Moves through
Underwriting

Once an opportunity is identified
information as previously developed in the
pipeline can be used to complete an application,
credit summary and credit memo. Depending
on the size, type and complexity of the credit,
the application will go to credit scoring or
through a manual approval process. Data
relating to marketing activities and related
comments are now easily available for credit
analysis.

Current products and relationship
information are already part of the database
correspondence, D & B business information
previous credit memos and principal
information are all there.

[Underwriting|—] Marketing |
i Credit e

Scoring

Electronic

[ Score | dit'il
\ : cre Il ile

Manual underwriting
& approval

All activities concerning to the
underwriting process are stored in the
electronic credit file. Spreadsheet, credit memos.
D& B information, covenants, collateral,
related entities and credit scores should all be
stored in a central. easy - to - access system.

Will be Continued in the next issue...
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() M2 POke ﬂa”t‘caliy into the phone, “My wife is pregnant a ndbo |
Aiteo ns and only two minutes apart!” “Is this her first child?” the -

1,:1 cho’c"’ the mon shou’ced “This is her husband"'
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ON 1 HE VALUE OF SMILE

> A Smile Ic" sts you no’chmg but can mean a lo‘c o person who receives it. It reaches those who
eive without makmg poorer those who glve It ’ca kes but a moment, bu’t the memory some’cxmesﬂf

mlghtyt’cba’c he can get along wx’chouf a please smxle and on oneisso ncH ;:at

A smile creates happmess in the home, fosters good will in busine is the ¢
ndship I’cbmngs rest fo the weary, cheer to Jche drscouraged A smrle is sunshme ’co’che sad;;

’c;carmo‘c be b@ught beqged, borrowed i stolen, forl’cisonvalue‘coanyone untx(xsgwenaway 7
"earetoo’cned’congeyouasmlie Give them one of yours, as on one needsasmlieso much;
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AN OUTSTANDING PERSONALITY OF OUR TIMES

Brilliant banker of class and calibre with dealings all  but fair and square.

Jubilant and 'jovial amidst kings and commoners in equal terms but with
2 ' caution and care.

Versatile veteran of many a field -bauses never to identify wealth of talents
= that are rare.

Innovative and inventive inspired the team to greater heights for which he
never claimed a share.

Narration of events with a nasal accent and a bewitching smile made a few
tales of his gory nightmare.

Cajoling the culprits while at Inspection won him laurels while the accused
frothed and fumed how he dare.

Epitome of elegance with his natural grace of boyish charm and lock of well
' groomed wavy hair.

Nervous was he never in the demand for relief while presenting  the scenario
of the north of the country.

Tactful and talented he fought his way thro’ and pray would wriggle his way
: out to reach his well deserved century

noolaham.org | aavanaham
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REMINISCENCE OF RETIRED BANKERS

- K. Balasubramanian -

I Was a new recruit at our Kalutara
Branch. It was January 1967. Those days’
new recruits are sent straight away to the
Branches and we have to undergo on the job
training . The banking terminologies are very

strange for new recruits.

The ‘morning as soon as | came the
Ledger officer asked me whether the “Day &
Night” is balance, before he started the calling

out. | was amused and also puzzled. In

January, 'night is long and day in short as
every body know.

So how can we balance the “Day &

Night”? without knowing anythingIsaid “ No

sir, Day and Night is not balanced.” The officer’s

face showed some anger and: he calk;,d the .

senior clerk in charge of his ledger and said
“Haven’t you balanced day ant night?” He
immediately said “why sir, it is balanced on

the machine.

The Officer looked at me and still I was
puzzled. when [ stammeringly explained why.I

said “Day and Night” is ﬁot balanced every
body laughed including the officer.

This too happened at Kalutara Branch
Where I was a fresher. I was working under a
senior Clerk and I have to write vouchers etc.
as he told. One day he requested me to write
some vouchers titled. “Clearing house peoples
Banks” etc. | heard it as clearing out” and
prepared the voucher as “Clearing Out peoples
Bank” The senior clerk without checking same
put the vouchers for officer’s signature. While
signing he called the senior Clerk and asked
him who prepared the vouchers. When he
pointed out to me I slowly got up and stood in
front of the officer thmkmg what mistake I had
made.

The officer asked me whether I prepared
the vouchers. when I said yes. the officer wish
a muffled laughter said “first you clear out
from this place”

Still I was puzzled until such time my
Senior Clerk explained the mistake I have

made.
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