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CHAPTER 1: Introduction

1.1. Context

In recent years, China's financial technology is rapidly emerging (National Internet
Finance Association of China, 2019). Xin (2018) also points out that the speed of
China's progress in creating innovative products and services, including financial
services, is surprising. In EY's index, China ranks second only to the United States in
innovation. At the same time, according to Phang et al. (2019), the number of Internet
users in China is very high, with 98% of Chinese people using mobile phones, which
further promotes the rapid growth of fintech in China.

China's tech giants are taking advantage of strong ecosystems to attract young users and
challenge established banks, and their number of users poses an existential threat to
traditional financial services (BCG, 2019). In this context, openness and cooperation
has become a useful measure for the banking industry to meet the challenges (National
Internet Finance Association of China, 2019). The principles of open banking,
innovation, inter-bank connectivity, dynamic fintech ecosystems, and consumer-centric
design, are rapidly being embraced and implemented by banks and technology

companies (Sridhar, 2019).

According to the National Internet Finance Association of China (2019), 65% of
Chinese commercial banks have established open banking platforms to carry out
in-depth cooperation with partners, and gradually explore user-centered ways to build a
banking ecosystem through openness and sharing. This open and scalable platform,
which collaborates with other third parties to develop related products and services, will

become increasingly common in the financial services sector (BCG, 2019).

In general, open banking is still in the early stage of development in China, while the
concept of “openness” has been deeply rooted in the hearts of people, and the trend of
“openness” has been formed (National Internet Finance Association of China, 2019;
Deloitte, 2019). Moreover, 40% of Chinese consumers hold a positive attitude towards
open banking (Thomas, 2018). According to the survey, about half (49%) of Chinese
customers said that they are willing to share transaction data with fintech companies to
get better services. The willingness of Chinese consumers to share data with institutions
drives the usage rate of applications (APPs) related to open banking (Xin, 2018). More
importantly, on February 13, 2020, the People's Bank of China just proposed the safety

standards for API, which means that the government has further explored the regulation
3



of open banking, and that open banking in China are no longer based on no rules (Xue,

2020).

1.2. Motivation of research
1.2.1. Academic motivation

An interesting finding mentioned by Xin (2018) is that the top two countries in the EY
index (the UK and China) have strong consumer adoption potential and innovation
environments, but there are significant differences in the regulations that support the
open banking. China's lax regulation has produced many unintended consequences.
Therefore, the factors that promotes the development of Chinese open banking and
influences managers to adjust the open banking strategy are very attractive to research.
However, in the school library and all other accessible search channels, there is not

much literature that specifically studies the relevant factors under the situation in China.

At the same time, through searching on the website of Chinese National Knowledge
Infrastructure (CNKI), this author finds that the academic research on open banking in
China has basically started from 2019, and there is rarely relevant research in 2018.
Most of these articles study the current situation of the open banking and make macro
suggestions to the whole financial industry including banks, other financial companies

and regulators. There are few articles focusing on the open banking strategy of banking.
1.2.2. Managerial Motivation

On the one hand, the People's Bank of China has just launched the first regulatory
document for the technical safety of open banking, in which the requirements for
commercial banks run through the whole life cycle of the interface (Xue, 2020), so
Chinese banks will be affected. In this case, there are no relevant academic articles on
how the banks should manage the company to carry out the next deployment of open

banking strategy.

On the other hand, there are still 35% of Chinese banks that have not built an open
banking platform (National Internet Finance Association of China, 2019). Their
managers would like to find articles suggesting possible strategic options for them to

develop open banking. However, there is very little literature on this.



1.3. Problem statement

This thesis aims to answer the following question:

How can a Chinese bank deploy its open banking strategy?

To answer this question properly, it is first necessary to understand the concept of open
banking. Then, on the open bank strategy, this author tried to find open bank strategic
concept, but found that there is hardly any relevant literature to give a clear definition of
open banking strategy. According to Temenos & Finextra (2018), open banking
strategy is a kind of digital strategy that is used to adjust business model according to

environment and build suitable open banking.

For the digital strategy, Schallmo et al. (2019) indicate that a company will go through
six processes to create digital strategy, including external strategic analysis, strategic
forecast, internal strategic analysis, strategic principles, strategic options and strategy
formulation. After the final process, the projects and measures represent the digital
strategy. However, since this thesis does not only study a specific bank, it will not
consider three of the processes that need to be combined with each bank's own

situation.

Combined with the motivation of the above part, this thesis will mainly research the
open banking strategy of the Chinese banks from the three aspects of external strategic

analysis, strategic options and measures, then finally give suggestions.
Therefore, the research problem can be divided into the following sub-problems:
What is open banking?

What are the external factors influencing the open bank strategy?

What are the strategic options for Chinese banks to build open banking?

What are the recent open banking strategies and measures of representative banks in

China?
What opportunities and challenges do Chinese open banking face?

Which measures can Chinese banks consider?

1.4. Contribution



1.4.1. Managerial contribution

As mentioned earlier, current environmental of China brings opportunities and threats
to the bank. It pushes bank managers to continuously explore how to reach ideal open
banking. Some managers of foreign companies that want to develop financial business
in China also need to know about China's current financial background and effective
measures of open. However, domestic related research began to appear from 2019,
foreign related research which focus on Chinese background is also very few. This

thesis hopes to make the following managerial contributions.

Firstly, based on the recent literature and the opinions of representative professionals in
Chinese banks, this author puts forward the factors affecting the open banking strategy,
so as to attract the attention of bank managers to these factors before the deployment of

the open bank strategy.

Secondly, this thesis presents the strategic options to managers in developing open
banking. It is not only for banks with certain characteristics, such as large state-owned
banks, other joint-stock banks, private banks can also think about the options to deploy

open banking strategy.

Next, this thesis summarizes the strategic direction of open banking and some relative
measures of representative Chinese banks, so that managers of other banks can have a

macro understanding of the current situation of competitors in the same industry.

Finally, the main measures for the Chinese banks to deploy the next open banking
strategy are proposed based on the views of professionals and researchers, which can
also serve as a reference for enterprises that want to develop a financial business or

digital technology in China.
1.4.2. Academic contribution

As far as the author knows, international research on Chinese open banking is lacking.
Also, the factors that have an obvious impact on the open banking strategy in China
have not appeared in the international papers in present. Moreover, as mentioned above,
the new regulatory policy of the People's Bank of China on the technical security of
open banking was just released in March this year, and there is no new research to
discuss the impact of this event. This thesis is a synthesis of English studies and some
recent representative Chinese studies, with the aim of drawing forward-looking

conclusions based on the latest academic articles and reports.
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1.5. Approach

This thesis consists of seven chapters to answer the research questions set at the

beginning of it.

The first chapter, the current one, is an introduction. This section reveals the
background to the topic of this thesis and the motivation and objective of this article. In

addition, the objectives of the work were described.

The second chapter is a literature review. First, this section will focus on the definition
and influence factors of open banking. Then the next focus is on the open banking
strategy including the strategic choice framework and the current open banking strategy
and measures of Chinese banks. The final focus is on the recommendations according to
current opportunities and challenges. This chapter will lay the foundation for

understanding the topic of this thesis.

Chapter 3 will introduce the methodology used in this thesis. This author decided to
conduct qualitative research by conducting in-depth interviews with experts to better
understand the topic and to try to answer the questions raised earlier. In addition, the

interview proceedings and the profiles of the interviewees will be described.

The fourth chapter will reveal the results of the expert interview. In this part, the results
of the interview will be divided into different topics, and no important part will be

highlighted.

Chapter 5 will be devoted to these results. To be specific, it uses the theoretical basis of

the second chapter to critically analyze the results of the fourth chapter.

The sixth part of this thesis will discuss the ethical aspects of the open bank strategy. In
this part, ethical concerns about relevant practices will be raised, also with some

recommended practices.

Finally, the seventh and last chapter gives the conclusion of this thesis. The work is
briefly summarized and its academic and managerial implications are described. In

addition, the limitations and recommendations of the thesis will be clarified.



CHAPTER 2: Literature review

2.1. Concept of open banking

Earlier, in a report released in August 2016, CMA (2016, as cited in National Internet
Finance Association of China, 2019, p. 5) formally defined the concept of open banking,
indicated that “Open Banking is a brand new, secure way for consumers including
small businesses to share information, allowing new and existing companies to offer
super-fast payment methods and innovative banking products.” To further consider the
word “way”, open banking is a platform-based business model, which may completely

change the way banks create value (Accenture, 2017).

More specifically, LendIt Fintech (2018, p. 3) mentions that “Open Banking is an
initiative that instructs banks to share access to account information and payment
mechanisms with third-party providers (TPPs).” These TPPs are typically fintech
startups, but can also be consumer-facing digital brands or financial transaction
processors that access these systems through open technical standards known as
application programming interfaces (API). They then incorporate this access into
compelling financial applications (LendIt Fintech, 2018). Open banking enables
individual customers and small businesses to securely share their data with other banks
and third parties, allowing them to compare products to their own needs and manage

accounts without direct access to the bank (Gozman et al., 2018).

The concept of open banking and Open API is to give banks the ability to decompose
their value propositions into services, functionalities and even raw data. In the
meanwhile, it brings banks forms of distribution and enhanced servicing capabilities

(Aitamurto and Lewis, 2013; Guibaud, 2016, as cited in Gozman et al., 2018).

From the above content, it can be found that the concept of open banking under the
international view is basically the same, with special attention to the sharing of
information. However, the situation in China is slightly different. After the introduction
of the term “open banking” in China, theoretical research and practical explorations
have been carried out by industry participants. Currently, there is no unified definition
of the industry consensus (National Internet Finance Association of China, 2019).
Eventually, the National Internet Finance Association of China (2019) defines open
banking in a compatible and inclusive way, indicates that open banking is an important
part of the digital transformation of the commercial bank, emphasizing customer-centric

mind, with API, Software Development Kit (SDK), and other technical implementation
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ways as the characteristic, through the form of a two-way open deepening banking
business connection and cooperation with the third party agencies, to promote financial
resources optimal allocation and service efficiency and achieve win-win cooperation

both or all parties.

After analysing international and Chinese theoretical and practical points of view, Chi
(2020) divides the open banking concept into four aspects, which are the purpose, form,
content and means. Chi (2020) points out that the theorists and practitioners have high
recognition that the purpose is to improve customer experience and create new value,
and the form is the platform business model. Although there are different point of view
on the open content and open means, most of them indicate that the biggest
characteristic of open banking is the sharing of financial data, and then mainly export
data resources and business capabilities to third parties through API ports. Finally, Chi
(2020) concludes that open banking is a platform business model for banks to share data,
products, services and other functions with third parties through API, SDK and other

technical means, centering on improving customer experience.

Since the research of Chi (2020) is the latest and his definition of open banking is based
on many domestic and foreign articles, this thesis mainly refers to his definition and
preliminarily defines open banking as a platform business model, with API technology
as the core technology, combining SDK and other technologies to share information,

products, services and other functions with third-party providers (TPPs).

2.2. Influencing factors towards the open banking strategy

As the first phase in the roadmap for a digital strategy, the external strategic analysis
will give a fundamental understanding of existing influencing factors, which serves to

develop scenarios (Schallmo et al., 2019).

In the below, Table 1 briefly summarizes the influencing factors towards open banking

and open banking strategy mentioned in several reports.

Table 1: Influencing factors towards open banking and open banking strategy

Author Influencing factors

PwC (2018) Regulation, customer expectation, competition, technology

Lendlt Fintech (2018) | Regulation, customer expectation, competition and

9



collaboration, technology

Regulatory environment, adoption potential (potential for

consumers to adopt open banking services based on existing

Thomas (2018) ‘ ‘ ‘ ‘
behavior), consumer sentiment (feeling about open banking
and data sharing involved), innovation environment

National Internet Regulation, market demand (including customer demand and

Finance Association | blue ocean mining), competition, technology, management

of China (2019) ideas

Regulation, market (including customer behavior and the
Cumps et al. (2019) ) ) o
role of fintech and bigtech companies), digital technology

It can be found that those factors that different researchers indicated are basically
similar in 4 main factors: regulation, customer behavior and expectation, competition,

technology. The relative explanations are as the following.
2.2.1. Regulation

Regulations designed to promote financial innovation and competition have started the
momentum of open banking. Led by Britain and Europe, other countries have followed
suit. For the situation in China, Hong Kong Monetary Authority (HKMA) published the
Open Application Programming Interface Framework for the banking sector in July

2018 and announced the launch of Open API on its website (LendIt Fintech, 2018).

In September 2019, the People's Bank of China issued the Financial Technology
(FinTech) Development Plan (2019-2021), points out that financial institutions need to
expand the channels of financial services, deepen the cross-border cooperation through
using the application programming interface (API), software development kit (SDK)
and other means, seamlessly integrate financial services into all areas of the real
economy, build an open, cooperation and win-win financial service of the ecological

system (National Internet Finance Association of China, 2019).

On February 13, 2020, the People's Bank of China issued the Standard of the
Application Program Interface Management Specification for Commercial Banks (JR/T
0185-2020) (hereinafter referred to as the “standard”). The standard specifies the API
type, relative security level, security design, security deployment, security integration,
security operation and maintenance, service termination and system off-line, security

management and other security technologies and security guarantee. At the same time,

10



the standard points out that there are users, applications and commercial banks
participating in commercial banks' API services, and defines the roles and
responsibilities of each party in commercial Banks' API services (Xue, 2020). Although
this policy on open bank technology security was only recently announced, mainland
China has enjoyed benefits similar to those of open banking through the widespread
adoption of mobile banking and social applications, thanks to the government's

openness to well-regulated innovation (LendIt Fintech, 2018).
2.2.2. Customer behavior and expectation

2.2.2.1. Behavior

Lax regulation may have allowed China's open banking sector to expand, but the
demand for rapid country expanding and from digitally-connected middle class is the
biggest driver of its success (Xin, 2018). According to eMarketer (2019), proximity
mobile payment users population in China is the largest in the world by far, with
growth by 10.0% in 2019 to reach 577.4 million. Nowadays, typical Chinese consumers
do not carry cash or even cards, preferring to conduct transactions through mobile
banks. Mobile banking is growing faster in China than anywhere else in the world (Xin,

2018).

China’s mobile phone banking services rise in 2000 (Deng et al., 2010). Then, in 2018,
78% of smartphone users in China have already used the mobile banking application,
ranks first in EY Opening Bank Opportunity Index (which offers a view across ten
markets) and this high digital adoption rate comes from the willingness of Chinese
consumers to share data with institutions (Xin, 2018). Xin (2018) points out that, their
consumer sentiment research shows that Chinese consumers are more active and more
willing to share transaction data with fintech companies unlike bank customers in many
western economies. About half of the online discussion about open banking is positive,
focusing on the benefits of innovation and new services. According to Thomas (2018),
technological innovation in digital payments and government-mandated sharing of

personal data may help explain the optimism of mainland Chinese consumers.
2.2.2.2. Expectation

Consumer demand is evolving (LendIt Fintech, 2018). In today's customer-centric
world, customers always expect higher standards of service, tailored services, and

immediate solutions to their problems. They are used to getting the best service

11



whenever they need it, and now they want the same experience from the banking sector

(PwC, 2018).

Customers want to have their own digital identity and manage the use and monetization
of their data (BCG, 2019). Modern banks need to provide customers with fast access,

personalized, secure digital services at affordable prices (LendlIt Fintech, 2018).

Customers want financial solutions to be part of their daily lives. They think that there
is no reason that these solutions cannot be combined with answers to adjacent or

potential needs, usually through ecosystems (BCG, 2019).

According to Deloitte (2019), companies and buy-side institutions have higher
expectation of transaction banks. They want real-time solutions that use data in an
intelligent way to optimize working capital or investment performance and create a
trouble-free experience. Rather than being forced to “go” to the bank, these customers
want the bank to “come” to them with stronger, more secure connections and traffic
through the APIL. In this context, open banking is rapidly becoming a different way, a

way to lock in customers.
2.2.2.3. Competition

The change of the market competition pattern prompts commercial banks to innovate
the business model, gradually transforming from product-centered to customer-centered

(National Internet Finance Association of China, 2019).

After digital banking, which is very different from traditional banking, enters the
market in an innovative and digital way, customers who are exposed to the financial
industry for the first time are more likely to be attracted by digital banking services.
Incumbent banks need to understand and adapt to this changing competitive
environment if they do not want to be eliminated (PwC, 2018). Commercial banks need
to keep up with changes in the trend, take the initiative to respond to competition and
challenges in the market, adjust their strategic layout and form their own competitive

advantages (National Internet Finance Association of China, 2019).

For the situation out of the banking sector, according to BCG (2019), tech giants seize
emerging opportunities through investment in digital technology and the coordination
of ecosystems, which attracts young users, and challenges existing banks. For example,
WeChat, part of Tencent, invests $2.5 billion every year in flexible, highly scalable

systems that leverage customer data and advanced analytics to develop new features.
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There are mainly transfer, e-commerce, in-store payment, wealth management and
other platforms. Ant Financial, which was started by Alibaba as Alipay in 2004, has
grown into one of the world's largest financial services companies, offering everything

from payments to money-market funds to consumer and small-business credit.

Moreover, China's booming culture of innovation is thriving with young entrepreneurs
creating products and services specifically aimed at Chinese consumers after inspired
by the success of tech giants. In 2017, China registered the highest number of fintech
patents which number reached 171 in the world (Xin, 2018). According to LendlIt
Fintech (2018), fintech companies limited the purview of regulators to a certain extent
through the non-bank business model, threatening Banks with the rapid growth of
competitors while limiting the compliance costs. As a result, open banking encourages
banks to collaborate with fintech companies to take advantage of their best attributes,

including out-of-box ideas, customer-centrism and time-to-market.
2.2.2.4. Technology

Open banking4/Application Programming Interface (API) initiatives have the potential
to facilitate banking as a platform innovation (Zachariadis and Ozcan 2016, as cited in

Muthukannan & Gozman, 2019).

Due to the prominent features of both standardization and security of API, regulators in
many countries, such as UK and Germany, are promoting API as a standard way of data
sharing (National Internet Finance Association of China, 2019). API has gradually
become the necessary tool, because they allow banks to develop the ability to succeed
in the competition of the ecological system (LendIt Fintech, 2018). The trend of
exploration that commercial banks positively carry out in opening the bank has given
rise to financial technology companies specialized in API technologies, like MuleSoft,
Apigee and 3Scale, to provide professional API management support for commercial
banks (National Internet Finance Association of China, 2019). In the financial services
market, digital innovations are first brought by fintech and bigtech players generally
(Cumps et al., 2019). Under the joint promotion of all relevant parties, API technology
is becoming more and more mature, which to some extent promotes the development of

open banking (National Internet Finance Association of China, 2019).

In China, the open bank technology mentioned in academic works and reports has not
only API, but also SDK. The development of gradually mature API and SDK

technology lays the corresponding technical foundation for the development of open
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banking. At present, there are a variety of technical implementation methods of open
banking, such as API and SDK, etc., all of which can realize data opening and sharing

(National Internet Finance Association of China, 2019).
The following is a brief explanation of the two techniques and their relationship.

An API, it is one of the most commonly used technologies at present (National Internet
Finance Association of China, 2019) and considered to be the most convenient and
reliable technique for securely and reliably accessing a customer's account (Zachariadis
& Ozcan, 2017), allowing programmers to learn how to use the software by following
rules that specify appropriate inputs and outputs without knowing the internal
algorithms (Gozman et al., 2018). API is the technical realization of Open banking
(McKinsey, 2014, as cited in Gozman et al., 2018). API is also the core technology of
Open bank (Cumps et al., 2019).

For the definition of SDK, Ismail (2019) points out that it is a kind of package: “It’s
usually a package developers can install to assist with the development of new software.
An SDK package usually comes with the collection of tools and APIs developers need
to integrate a particular function or use-case into an app.” Similar to this view, the
National Internet Finance Association of China (2019) indicates that it is a collection of
documentation, paradigms, and tools that help developers develop certain types of
software. Platform owners typically provide the SDK to developers to develop software

specific to their own platform (Ismail, 2019).

As for the relation between these two technology, the SDK is a software toolkit that is
functionally similar to an API (Chi, 2020) and goes beyond the API, making it easier
for developers to integrate with services (Ismail, 2019). However, although the SDK
has a wider range of functions than the API, the links of opening and using are more
complex, which makes the API technology more popular in the construction of open

banking (Chi, 2020).

2.3. Strategic options

In this part, this author will finally select and recommend the most comprehensive and
representative framework and highlight the key elements that should be paid attention
to in the framework by summarizing and comparing the existing studies on the strategic

options of open banking.
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According to Deloitte (2017), banks need to choose between defending their ownership
of the interface and playing a different role in the banking ecosystem under the open
banking environment. Deloitte (2017) provides four broad strategic options based on

the dimension of product and distribution (see Figure 1).

Figure 1: Strategic choices for UK incumbent retail banks in a marketplace

banking landscape

Figure 16: Strategic choices for UK incumbent retail banks in a marketplace banking landscape
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Chi (2020) divides the open banking model into two criteria: technology-centrality and
scenario-centrality. Technology-centrality refers to the degree of bank's control over
technologies such as API, while scenario-centrality refers to the degree of bank's
control over terminal customers, mainly reflected in whether banks have owned APP
platform and with a good operation to provide product and service for the demand of
customer in more scenarios of life. In general, a bank with high technology-centrality

builds an API platform to open a large number of API ports to the outside world, while
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a bank with high scenario-centrality successfully operates its own APP platform,

innovates product functions and integrates products and services into more scenarios.
According to these two criteria, four types of open banking models are distinguished:

Follow-on type: Banks have a low level of control over technology and access to
scenarios. Banks does not establish its own API platform, so it needs the API
technology provided by a third party to open data or businesses in a targeted way.

Moreover, the scenario type and user scale of its APP platform are relatively common.

Technology-central type: Banks have a low degree of control over the scenarios, but a
strong degree of control over the technology. Banks build their own API platforms, but

their APP platforms are common.

Scenario-central type: Banks have a low degree of control over the technology, but a
high degree of control over the scenarios. The bank's own APP platform is excellent,

but the API technology is outsourced to a third party.

Comprehensive type: Banks have a high degree of control over both technology and
scenarios. Banks not only build its own API platform, but also operates its own APP

platform excellently.

Generally speaking, large and powerful banks tend to build their own platforms on both
the technology output side (API) and the scenario demand side (APP) to enhance their
control over all platforms. However, compared to the other three types, the
comprehensive type open banking model undoubtedly costs more money, also requires

a higher comprehensive strength of the bank.

Cumps et al. (2019) define three dimensions of open banking strategy, indicating that
banks can choose levels of openness on products, customers and ecosystems. In
addition, there are two additional factors to be considered: access to data and

geographical scope.

In the product dimension, the products and services opened by Banks can range from
bank products such as account balance inquiry, to financial services such as insurance,

and to go beyond the financial industry such as buying transport tickets.

The three options on the customer dimension reflect the different roles the bank plays in
the customer journey to meet the customer needs: “from bank-centric (the bank has a

primary role in fulfilling a customer’s need with its banking products), to
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bank-customer-centric (the banking products have a secondary role, but the bank
supports its customers in their end-to-end journeys), to customer-centric (the bank’s
role is only tertiary, as its banking products are not considered to be a key component of

the customer journey).” (Cumps et al. 2019, p. 8)

The option of bank ecosystem construction can be from the bank's own channels to the
provision of products and services through the third-party platform (‘“bank-as-a-service”)
or the introduction of third-party products and services to bank’s own platform
(“bank-as-a-platform”™), and even to general purpose platforms, the end-state for this

dimension, that cover all of customer digital activities.

There are also two additional factors: datascape and geographic scope. Opening up may
means sharing some privileged data with third parties or being reliant on third parties to
obtain data. Also, different geography with the different environment will influence

managers to carry out different strategies. The framework is as in Figure 2.

Figure 2: Open Banking Strategy
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Resource: Cumps et al. (2019), Open banking: opening the gates - Framework for an

open banking strategy.

It is worth mentioning that the ecosystem dimension needs the most attention in the
three dimensions. According to Cumps et al. (2019), “most competition is in the recipes
dimension, at the customer interface, as this requires less product knowledge and
directly endangers the customer experience.” PwC (2017) points out that half of the
banks aspire to be a platform aggregator, which means developing an open platform

that allows partners to integrate their products and services into the bank's offering,
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while providing an open platform to generate APIs and data for new products and
services based on the bank. Temenos & Finextra (2018) indicates that the most potential
bank generally has the ability to the direction of a platform game, “whereby banks

could distribute third party products, and perhaps also some of their own.”

In summary, most frameworks provide four strategic options divided from two
dimensions. Interestingly, although these frameworks have different names for the two
dimensions, those dimensions are based on the diversity of products and services
offered by the bank and the way the channel is built (mainly reflected in whether the
API platform is built). Different from other three models, the framework proposed by
Cumps et al. (2019) not only takes these two aspects into account, but also proposes a
customer dimension to remind banks to focus on their role in the customer journey, and
mentions two additional considerations about data and geography. Therefore, this
author thinks that the framework proposed by Cumps et al. (2019) is the most
comprehensive and representative to help banks choose strategies. Banks should be able
to choose the appropriate open banking strategy according to the actual situation and

ability of its own company.

2.4. Relative strategies and measures in China

In this part, as the international English literature that could show the opening banking
strategy and measure of Chinese banking is lacking, this author makes a summary
mainly based on Chinese works, including two thematic research reports on open
banking of the National Internet Finance Association of China and China Securities and
two journal papers, so as to provide a brief understanding of the recent open-up degree
of several Chinese banks,with analysing through the three dimensions of mentioned at

the end of part 2.3.

Zhou (2019) divides banks of China into three categories: large state-owned banks,
joint-stock commercial banks and private banks. In the following, this author proposes
the strategies and measures of relevant banks according to this classification. However,
as the strategies of several banks are still not mentioned in the most comprehensive
article this author found, some banks are only shown with open banking measures in the

following.
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2.4.1. Large state-owned banks
- Industrial and Commercial Bank of China (ICBC)

ICBC came up with the “e-ICBC” strategy in 2015, expected to take a leading position
in Internet finance, including 4 dimensions as its strategic objectives: “constructing
three platforms, establishing three major product lines, creating an integrated online and
offline financial system, and establishing and improving big data applications, mainly

2

used for financing and payment services.” Three major platforms are “financial
e-purchase” electronic business platform, “financial e-linking” instant messaging
platform, “financial e-direct” direct banking platform. Three internet-based product
lines are for payment, financing, and investment. It includes a series of Internet
financial products such as “ICBC e-pay,” “Easy loan,” “Online loan helper,” “ICBC

e-investment,” and “ICBC e-payment.” (Chen et al., 2017)

Later, to further implement the e-ICBC 3.0 Internet finance development strategy,
ICBC officially launched the Internet finance scenario service open platform (API open
platform) in April 2018, aimed to output financial ability to the whole society and build
an open, cooperative and win-win ecosystem, promoting transformation to a kind of
bank with ubiquitous service, innovation and omnipotent application (Zhou, 2019).
Through this platform, ICBC exports service ability in nine categories, more than 40
kinds of business and more than 400 service functions, covering payment and
settlement, finance and investment and financing business that are three traditional
business lines of commercial banking, with focus on payment, online financing, identity
authentication and other hot Internet areas, to expand its product and service to hot
industries such as life services, public utilities, medical education, culture and
entertainment, clothing, food, housing and transportation (National Internet Finance

Association of China, 2019).
- China construction bank (CCB)

According to Zhou (2019), CCB proposed the “TOP +” strategy in 2011, with T
(Technology, including artificial intelligence, blockchain, cloud computing, big data,
mobile Internet, Internet of things, 5G computing and quantum computer), O (Open,
Open and Shared), and P (Platform, build ecology, build Platform, connect Platform
and jointly build user Platform). To explain the “+”, China Securities (2019) indicates
that it means to foster a culture that encourages and supports innovation, so as to

achieve future-oriented sustainable development.
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As one of the logical achievements of the CCB “TOP +” over the years, the open
banking management platform of CCB was officially launched on August 25, 2018.
The information director of CCB proposed to open their group's business functions and
data capabilities, including commercial banking, leasing, insurance and funds, to the
society in the form of services, so as to promote technical services to the society and
empower the industry, customers, partners and the whole society (Zhou, 2019).
Through the open banking management platform, CCB has opened 8 categories of
products: account management, payment and settlement, credit card, investment and
financial management, loan services, life services, direct bank, and “CCB Huidongni”
(one-stop credit service for small and micro enterprises, individual businesses, etc.)

(China Securities, 2019)
2.4.2. Joint-stock commercial banks
- China merchants bank (CMB)

In building an open Internet finance platform, CMB realized the link between finance
and life scenarios by using API and APP to jump link (Zhou, 2019). For the
construction of its API platform, CMB has built its own API platform and opened 130
API ports to the outside world through the establishment of CMB financial technology
subsidiary “CMB cloud innovation” (Chi, 2020).

In terms of APP, CMB announced the iterative launch of two APP products on
September 17, 2018: China Merchants Bank APP 7.0 and Palm Life APP 7.0. CMB
proposed that the bank card is just a static product, while the APP is an ecology.
Version 7.0 of these two APP supports non-CMB users to register mobile phone
numbers and bind multiple bank cards, breaking the closed account system, and turn to

open user system (Zhou, 2019).

China Merchants Bank App focuses on the financial scenario, providing comprehensive
financial services including account revenue and expenditure management, payment
and settlement, investment and financial management, loan, urban convenience and so
on. Palm Life App focuses on getting through life, consumption and finance, with
“finance as the core and life as the extension” to create a “quality life”, and actively
layout life scenarios, such as shopping mall and tourism. The ability of CMB to operate
APP is outstanding in the industry. In the bank APP evaluation report of 2019 released
by Sina smart financial research institute, China Merchants Bank APP takes the first

place (China Securities, 2019).
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- Shanghai Pudong Development Bank (SPDB)

On July 12, 2018, SPDB launched the first unbounded open platform of API BANK in
the industry, which integrates finance services into the Internet ecosystem through API
architecture, to provide “out-of-the-box” cross-border services around customer needs

and experiences (Zhou, 2019).

API Bank of SPDB mainly provides basic financial products such as account, payment
and settlement, product sales, supplemented by value-added financial products such as
order management and equity exchange. It provides API product with the
customer-centric concept, and opens functions including account management, loan
financing, payment and settlement, investment and financial management, equity
activities, information inquiry, foreign exchange business, innovation services and other
services, with 246 APIs in 9 major sectors (National Internet Finance Association of

China, 2019).

API Bank of SPDB is committed to fully open up banking services and seamlessly
integrate into all aspects of social life, production and management. As long as
customers have demands, they can call the bank API and get satisfied at the first time
through various channels such as the enterprise portal website, enterprise resource plan
management system, WeChat small program, partner APP. For example, the API Bank
of SPDB has embedded its services into the community APP. Residents can directly use
the APP to pay property fees, get discounts at the community merchants, and reserve
cleaning services with SPDB provides various financial services such as payment,
preferential rights and interests, and points. At present, SPDB has established close
cooperation with 46 enterprises such as China Unionpay and Jingdong Finance,

providing convenient services for more than 5 million users (China Securities, 2019).
2.4.3. Private banks
- Chongqing Fumin Bank (CFB)

CFB is the first private bank established after the normal examination and approval of
private banks. Currently, the proportion of scientific and technological talents in CFB
exceeds 70%. Under the background that digital is the core strategy, CFB established a
market-oriented, efficient collaborative and platform R&D management model based

on the agile integrated product development system (SAPD). Through this model, CFB
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strengthens the open banking ability through self-empowerment, and realises business

opening through cooperation and ecological empowerment.

In terms of “deposit”, CFB cooperates with JD Digits and other enterprises to export
“Fumin treasure” financial service to reach the terminal customers. In the aspect of
“loan”, CFB creates “Fumin IOU” to provide small and micro business owners with
IOUs for purchasing to meet their daily operation liquidity needs. In terms of
“exchange”, the open platform technology will aggregate the ability of payment and
fund management to export, so as to meet the business support capacity under various

business transaction scenarios.

Up to now, CFB has gained access to more than 100 merchants and output more than
130 financial service capacities. CFB actively exports product design and business
standards to the industry, expands its market influence, and activates new driving forces

for development (National Internet Finance Association of China, 2019).
- Webank

Initiated by Tencent, Webank, the first private bank and Internet bank in China, was
approved to open in December 2014 by the regulatory authorities (National Internet
Finance Association of China, 2019). Webank is driven by technology and innovation,
with IT staff accounting for more than 50%. Webank positions its customer group as
individual consumers and small and micro business owners, focusing on consumer

financial services such as personal consumer credit (China Securities, 2019).

Webank launched its open platform, which encapsulates online financial products and
services into SDK and integrates them directly into the partner's APP (Zhou, 2019).
Cooperative banks can quickly acquire technological capabilities such as face
recognition, artificial intelligence and mobile payment by integrating relative SDK into
their own mobile banking, so as to provide customers with richer financial products and
more convenient purchase experience, and jointly expand the effective supply of
inclusive financial services (National Internet Finance Association of China, 2019).
Moreover, with the support of reliable technology, face recognition of Webank has
achieved a pass rate of 98.6% and a misidentification rate of 0.01%, ensuring the strict

requirements of the financial business on security (China Securities, 2019)

In addition to the aforementioned inter-bank technology cooperation, Webank has also

cooperated with other third parties: on the one hand, Webank connects many small and
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medium-sized financial institutions to provide joint loans, on the other hand, it connects
many O20 life service platforms to embed its financial products into different service

scenarios (Zhou, 2019).

In terms of loan business, Webank cooperated with many leading Internet second-hand
car platform companies to launch Webank's micro-car loan product, which directly
embedded bank loan business into the auto transaction scenario. The product has helped
loan buyers live better lives ahead of time, while at the same time forming a certain
scale of high-quality credit assets based on real transaction background, highly
dispersed and backed by collateral (National Internet Finance Association of China,

2019).

In terms of mobile payment, Webank provides retail customers with preferential
consumption services through WeChat APP. In this regard, Webank focus on providing
preferential consumption scenarios for retail customers. On the one hand, Webank
attracts customers with preferential benefits from merchants which are cooperated with
WeChat, after the customer open an Webank account and top-up. On the other hand,
Webank reaches in-depth cooperation with Vanguard, Walmart and other traders by
providing them business management and preferential scenario management. These
measures connect Webank with retail customers and merchants (National Internet

Finance Association of China, 2019).
2.4.4. Brief summary

From the above, it can be found that all the banks mentioned are open their
consideration of customers up to customer-centric, with emphasis on the construction of
long-tail client scenarios to provide integrated experiences on many customer journeys
that even involve food, clothing, housing and transportation. In terms of products and
services, large state-owned banks and joint-stock commercial banks aim to provide
products and services beyond banking, including identity authentication technology and
life services. Private banks open up different levels of products and services according
to their own technical level. For example, the high-tech Webank not only focuses on
providing loans and payment services, but also outputs efficient technologies such as
face recognition and artificial intelligence (beyond banking). While the limited CFB
mainly outputs basic deposit, loan and currency exchange services (banking). On the
ecosystem dimension, most of the banks mentioned except CFB have built their own

open platforms to provide accessible APIs and export their services (bank-as-a services).
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In terms of introducing products and services from other suppliers to its own platform
and APP (bank-as-a platform), only CMB is mentioned. Moreover, the APP of CMB
provides a full range of comprehensive financial services and even involves the
convenience of urban life, such as shopping and tourism, which indicates that CMB is
moving to a higher level of the general-purpose platform in the opening of the

ecosystem.

2.5. Opportunities and challenges

In this part, this author mainly summarizes existing literature mentioned the opportunity
and challenge in four dimensions according to the four influence factors indicated in
part 2.2, in order to show the opportunities and challenges that banks face under the
influence of these four factors more clearly. For the following content, it is important to
note that not every influencing factor can bring opportunities and challenges at the same
time. In addition, the characteristics of open banking, such as partnership increasing and

data sharing, also pose challenges for banks, as will be mentioned later.
2.5.1. Opportunities
2.5.1.1. The emergence of supportive regulation

New Regulation provides a safer environment for open banking. Issued by the People's
Bank of China, the Standard of the Application Program Interface Management
Specification for Commercial Banks (JR/T 0185-2020) puts forward security
technology and security management requirements for the whole life cycle process of
commercial bank application program interface service, such as interface design,
application deployment, security integration, operation and maintenance monitoring and
system offline. The standard supports the future healthy development of open banking
from API security management (Xue, 2020).

2.5.1.2. Increase in the customer number and data
- The entering of more low-income people will bring new profits

Around the world, more and more low-income people are entering the formal financial
system, but are not yet taking full advantage of the value of financial services. On the
one hand, more open use of data and payments would benefit millions of low-income

people entering the formal financial system and improve their ability to participate in
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the real economy. On the other hand, banks would be able to participate in a larger

profit pool by reaching the underserved population (LendlIt Fintech, 2018).
- More customer data footprint drives service upgrades

While many financial services leaders in Asia acknowledge that the long-term impact of
open banking on customer relationships and market prospects remains uncertain, most
people are approaching the new ecosystem with a high degree of initiative and
optimism (Sridhar, 2019). According to eMarketer (2019), proximity mobile payment
users population in China had grown by 10.0% in 2019 to reach 577.4 million, which is
the largest in the world by far. Nowadays, typical Chinese consumers do not carry cash
or even cards, preferring to conduct transactions through mobile Banks. As customers
leave their data footprints in more places, new data sources are emerging on an
unprecedented scale. These data are used by various participants in the demand of the
financial industry, such as credit decision services (BCG, 2019). A more open world
and access to more customer data will also lead to more analysis-driven processes,
particularly in the area of loan underwriting. But in any case, banks will remain trusted
custodians of their clients' assets, which could include a function like protecting digital

identities, heralds a new frontier for banking in the digital age (Deloitte, 2019).
2.5.1.3. Development of technology

A large number of technologies that can be combined for digital innovation are
emerging and developing rapidly, such as Distributed Ledgers, Artificial Intelligence,
Extended Reality, and Quantum Computing. Also, there are more mature technologies
such as social, mobile, analytics, cloud, and Internet of Things (SMACIT) (Cumps et al.,
2019).

Further examples of their role in finance are that Al and Machine Learning techniques
are allowing the reveal of non-obvious patterns in complex, high dimensional data
while the Internet of Things (IoT) is allowing real-time sensors to assess businesses and
assets financed continually, and create new partnerships between them. This may
encourage switching and comparison, with improved results and product offerings for

consumers (Omarini, 2018).

2.5.2. Challenges

2.5.2.1. Competition
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In contrast to the situation where banks once had a data monopoly, today, although
more and more banks are making use of the vast amount of behavioral and transaction
data available to them, this data is also available to third parties, thus undermining the

advantage of the bank (BCG, 2019).

Tech giants are particularly good at accessing and using data from new sources (BCG,
2019). Bigtech firms are regarded as more of a threat to the market position of banks
than fintech firms because they have both technical savvy and a large user base (Cumps

etal., 2019).
2.5.2.2. Cybersecurity risk brought by technology

By opening up banking, banks' sensitive data boundaries extend beyond their
companies' premises. This mode leads to a wider range of customer data attacks. Both
extensive customer exchange of data and third-party infrastructure may lead to new
cybersecurity risks (LendlIt Fintech, 2018). Although compared with other data sharing
technologies, API technology is more secure, it cannot eliminate hidden dangers in
network security (China Securities, 2019), such as potential fraudulent third parties and
digital intrusions (Gozman et al., 2018). While artificial intelligence and machine
learning technologies improve real-time fraud detection, new fraud activities still

emerge in an endless stream (Lendlt Fintech, 2018).

Looking ahead, the increased use of mobile devices, driven by 5G and the power of
quantum computing, is likely to further exacerbate the cyber threat. Many banks have
come to realise that their risk controls are inadequate to cope with the shift towards

more open architectures and reliance on other third parties (Deloitte, 2019).
2.5.2.3. Risks brought by partners
- Governance risk

Data sharing is the foundation and value of open banking. Banks' data is more sensitive
than that of other industries, so they have more stringent requirements on privacy
protection (China Securities, 2019). However, due to the uncertainty of banks' control
over third-party institutions, relevant data may be disclosed (China Securities, 2019;
Deloitte, 2019), which increases the risk of data abuse (Brodsky & Oakes, 2017).
Whether the TPP or the bank that opens an account will be deemed liable both in law
and in reputation, is an untested question (LendIt Fintech, 2018). But almost certainly,

any perceived failure in disclosure will affect their brand (Brodsky & Oakes, 2017).
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- Affected cooperative efficiency

When the number of bank partners increases, the implementation progress of
cooperation inevitably lags behind due to differences in technology level, which affects
the efficiency of cooperation. When the partner has operational problems or terminates
business cooperation for some reason, it is easy to cause business continuity risk, which
not only affects the overall business development of the bank, but also may harm the

interests of consumers due to business termination (China Securities, 2019).
- Loss of direct customer relationships

With the opening of the payment initiation services through the API and the granting of
access rights to other TPPs, banks will face the risk of losing direct relationships with
customers (Accenture, 2016; Marous et al., 2017). With fewer customer data, banks
will become less competitive, losing key competitive advantage they currently enjoy
through their wealth of customer data and insights (Accenture, 2016). Cumps et al.
(2019) also mentioned that banks will lose customer relationships and insight without
insight into customer behavior, which makes it difficult for banks to serve customers in

the best way.

2.6. Suggestions
2.6.1. In the dimension of products and services
- Focus on providing inclusive financial products and services

As mentioned in part 2.4, Webank, initiated by Tencent, is focusing on expanding the
effective supply of inclusive financial services. According to Sridhar (2019), banks can
make huge gains by continuing to promote financial inclusion for clients at the lower
end of Asia's socio-economic spectrum. In developing digital banking strategies, banks

should continue to make financial inclusion a priority for innovation.
- Moderate open

Banks should selectively implement open banking services according to their own
conditions (Deloitte, 2019), while being cautious about providing third-party services in
their own ecosystems, which means introducing appropriate third-party services rather
than excessively pursuing all aspects of service life such as providing blood analysis
services (Cumps et al., 2019).
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- Small Banks should pay more attention to loans and payment products

According to part 2.4, private banks are very concerned about loans and payments. In
order to promote revenue growth, small banks, especially those tied to a single core
supplier in most cases, should focus on loans and payment products rather than deposit

accounts (Deloitte, 2019).
2.6.2. In the dimension of customer
- To be customer-centric and provide personalized services

To succeed in the new battleground, banks need to be customer-centric and
personalized. Banks need to develop and deploy innovative solutions for unmet needs,
engage with customers on a large scale (BCG, 2019), rethink product development and
delivery across multiple channels and provide personalized solutions, to meet the
customer demand which is “understand me, follow me, return me” (Marous et al., 2017).
Customer insights enable banks to provide a highly customer-centric digital banking
portal and create a customer value ecosystem consisting of symbiotic or mutually
beneficial relationships between banks and third-party partnerships to create value for
customers. It can improve customer loyalty and bring new revenue opportunities for
banks and TPPs (Accenture, 2016). Banks can focus on improving customer experience
to promote the change from a “product-centric” culture to a “customer-centric” culture
(LendlIt Fintech, 2018). Improving the customer experience of all products should be
the primary goal of core modernization (Deloitte, 2019). An increasing number of
partnerships based on consumer experiences will help to differentiate and establish new

revenue streams (LendIt Fintech, 2018).
- Enhance customer awareness

Banks need to raise customer awareness by explaining the benefits of open banking and
the value it brings to customers (LendlIt Fintech, 2018). Customer education should also
include establishing trust in security behind the strong data transfer mechanism so that

customers have the confidence to use the services available to them (Sridhar, 2019).
2.6.3. In the dimension of ecosystem
- Strengthen cooperation with fintech companies

According to the literature, this author classifies cooperation as having three purposes.
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Cooperation to improve their own services. Although initially seen as a direct threat,
these innovative disruptors are now seen as potential partners in providing personalized
services to established customers of traditional banking organizations. Financial
services organizations will need to establish partnerships with external suppliers,
significantly enhance digital experience, and leverage internal data to find the right

match between consumers and products/services (Marous et al., 2017).

Cooperation to enhance customer trust and experience. Connecting to different
platforms and services will be the key to truly enjoying a unified experience for
customers. Banks and fintech companies need to collaborate and even share best

practices to create a trusted ecosystem (LendlIt Fintech, 2018).

Cooperation to import technology. Banks need to build technical capabilities on the
existing platform (Tan et al., 2015, as cited in Muthukannan & Gozman, 2019) instead
of purchasing separate applications and adding financial technology partners to adjacent
services to focus on specific stages of its customers' business life cycle (Muthukannan

& Gozman, 2019).

Cooperation with fintech is a win-win situation, that banks increase innovation and
partners obtain customers' trust (Xin, 2018). However, as there are more and more
fintech startups in the world and the failure rate is expected to be high, banks need to
understand the key functions they need to develop and find appropriate fintech players
to cooperate with (Dietz et al. 2015, as cited in (Cumps et al., 2019).

- Strengthen technical means (mainly focus on API research and development)

In order to play a leading role in the open bank, banks can choose to focus on one or
more areas of current opened APIs or APIs that need to be standardized (LendIt Fintech,
2018), strengthen the convenience, convenience, security and stability of technical
means such as SDK, API and APP, and expand the breadth and depth of the use of
science and technology (Deng et al., 2010). Banks can successfully build a strong
developer ecosystem by strengthening their API portfolio to attract developers. This can
facilitate cross-cutting with third parties to extend innovative and embedded banking

functions to a variety of systems and services (BCG, 2018).
- Ensuring network security

According to Deloitte (2019), the bank can take the following four measures.
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Use technology to manage risk. Banks should consider how best to harness the power
of new technology, which has yet to be fully realised. Technology has long played an
important role in risk management. But thanks to recent progress, it can now help banks

reshape their risk management plans in a more meaningful way.

Design security processes. Banks can adopt a “security by design” approach that
strategically integrates cybersecurity into their entire business processes and standard

code development (DevSecOps).

Alliance with other banks. Taking full advantage of interbank alliances may help banks

improve their cybersecurity capabilities.

The convergence of cyber and financial intelligence frameworks. To address risks such
as cyber fraud and money laundering, banks should consider merging their cyber and
financial intelligence frameworks to unify capabilities and improve the visibility of

threats in cyber, fraud and anti-money laundering areas.
- Control the quality of third-party providers (TPPs)

Banks need to strengthen the analysis of TPP operating conditions, product conditions
and risk control conditions, and establish the quality partner access standards and

procedures suitable for our own business strategies (Deng et al., 2010).

To introduce credible TPPs, banks need to establish generally accepted governance
strategies. For example, a directory of publicly available applications approved by

regulators should be introduced (Lendlt Fintech, 2018).
- Enhance the trust of ecosystem partners towards banks

From the customer's perspective, customers need to feel that they have complete control
over the personal or business data they want to share with other third parties (LendlIt
Fintech, 2018). Open banking needs the establishment of a complete set of relatively
perfect data sharing mechanism with authorization in advance, tracking in the process
and remedy after the event, so as to enable customers to grasp the absolute priority of

determining their own financial data openness (China Securities, 2019).

In terms of TPPs, banks need to set up authentication systems for enhancing the
security around the customer data integrity, enable partners in the ecosystem to have the
confidence to think that the customer data received from the partners and customers is

genuine (Sridhar, 2019).
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CHAPTER 3: Research design and Methodology

In the previous chapter, the theoretical framework for open banking and open banking
strategy has been established. The influencing factors related to the open bank strategy,
the strategic choice, the actual implementation cases in China have also been presented,

and the opportunities, challenges and suggestions are finally given.

However, this author now wants to further study the current development of China's
open banking and the implementation of the strategy in order to better answer the
questions and sub-questions mentioned at the beginning of this thesis. To this end, this
chapter will explain how this author selects appropriate research methods and sampling
methods, designs interview guidelines and finally selects methods for analyzing data

according to the research objectives of this thesis.

3.1. Study choice

According to Malhotra & Birks (2007), research design can be divided into two types:
exploratory research and conclusive research. The former is a flexible and evolutionary
approach that is used “to provide insights and understanding” (Malhotra & Birks, 2007,
p. 70). The latter is concerned about the measurement and testing of a hypothesis and a
particular relationship. Considering the research problems at the beginning of this thesis
and the limited literature knowledge, the exploratory design seems to be most suitable

for this thesis.

In order to establish an exploratory design, qualitative or quantitative methods can be
selected (Malhotra & Birks, 2007). According to Eriksson & Kovalainen (2015),
qualitative methods are used for interpretation and understanding, while quantitative
methods are often used for interpretation and testing of hypotheses. Combined with the

research problems of this thesis, qualitative research is more suitable for this thesis.

According to Schmidt & Hollensen (2006), qualitative research methods are mainly
in-depth interviews or focus group interviews. An in-depth interview encourages
respondents to give as much information as possible (Brown et al., 2017), which helps
respondents to understand the problem more deeply (Malhotra & Birks, 2007). Eriksson
& Kovalainen (2015) further divided qualitative interviews into three types which are
structured and standardized, guided and semi-structured, and unstructured. In addition,

Gill et al. (2008) propose that among the three basic types of interviews,
31



semi-structured interviews allow flexibility so that interviewer can ask follow-up
questions to better understand personal experiences and potential perceptions. Therefore,

this study adopts in-depth semi-structured interview as the research method.

3.2. Sample and procedure
3.2.1. Sample choice

For this thesis, this author decided to interview professionals from Chinese banks.
Interviews with professionals are often useful in in-depth interviews, where the research
topic can be clearly understood (Malhotra & Birks, 2007). In addition, this author
believes that professionals from banks have the best understanding of the company's
internal measures and future trends, and have the ability to assess the current situation

of open banking and make suggestions.

Regarding the number of samples, for exploratory research, the sample size is mainly
small and largely dependent on individual cases (Malhotra & Birks, 2007). Therefore,
this author decided to interview at least 10 to 15 candidates to collect more data for

analysis.

As mentioned above, banks in China are divided into state-owned large banks,
joint-stock commercial banks and private Banks. This author intends to interview some
professionals from each of these three banks, especially the six banks mentioned above
as cases. However, this author has tried but failed to find the professionals from SPDB
bank and private banks who are willing to be interviewed. Therefore, this author
interviewed 11 professionals from 2 state-owned large banks and 3 joint-stock
commercial banks. In order to make the results more representative, at least two
interviewees belong to the same bank. Although there are no relevant interviewees of
private banks, this author also asked professionals their opinions on Webank and other
private banks during the interview. In addition, this author believes that compared with
private banks, state-owned large banks and joint-stock commercial banks are larger in
scale and involve more open banking business, thus presenting more comprehensive
information. In addition, in the three samples of joint-stock commercial banks, there
also have two city commercial banks with relatively small size, their situation is similar
in a certain degree to some private banks (such as CFB), so the information they

provide is partly a reflection of the situation of private banks.
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3.2.2. Recruitment methods

As this author has relatives and friends that know some professionals who work in
banks, those professionals will be the first possible interviewees. This author contacted
them via WeChat or by phone to explain the purpose of the study. In addition, it is
important to know whether they are a good candidate before the interview. For this
reason, this asked them about their current profession at the bank. In order to further
expand the number of interviewees, the author adopted the ‘“snowball sampling”
method (Malhotra & Birks, 2007), that is, in the follow-up interview process, the first
group of interviewees was asked at the end of the interview whether they knew any
other professionals who are likely to answer this author's interview questions and could

introduce to this author.

3.3. The interviews
3.3.1. The interview guide

According to Harrell & Bradley (2009), an interview guide is needed to conduct

semi-structured interviews well.

To build the interview guide, this author used the funnel method, whose design of
questions refers to the characteristic of a funnel. The questions are broader at the outset,
then become narrower and more closed as the interviewee elicits more detailed
information about the relevant topic. This approach aims to include all the necessary

questions and explore more information to achieve the research objective (Matsumoto

etal., 2015).

The complete interview guide can be seen in appendix n. 1. It is worth mentioning that
while the questions in the interview guide are in a prescribed order, semi-structured
interviews allow the interviewer to rectify and order the questions in each interviewee

(Eriksson & Kovalainen, 2015).

In the interview guide, the first part is the introduction, which aims to explain the
purpose of the research. In addition, in this section, interviewees were asked if the
interview could be recorded. The second part is the ice-breaking problem, by asking
general questions to introduce the following central interview questions. At the same

time, the interviewer could preliminarily understand the points that the interviewees
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know more about and are more interested in, so as to facilitate the in-depth exploration

of information in these fields.

The third part, known as the “core of the interview”, in which this author asks
research-related questions to get more information. In the fourth and also the last
section, the interviewer asks the interviewees two last short questions and thanks to
them for their participation. To get to know the interviewees better, this author also asks

them about their current job position in the introduction part of the interview.
3.3.2. Conduct of the interviews

In the form of the interview, this author conducted the interview online through Tencent
meeting conversation call, WeCaht video call and WeChat voice call, because the
interviewees are more likely to accept these methods. Based on the fact that the highly
contagious COVID-19 epidemic was spreading around the world and this author was in
Belgium while the interviewees were in China, it is obviously appropriate to choose an
online interview form.

The interviews ranged in length from 21 to 123 minutes, with an average duration of
about 55 minutes. Some of the interviews were long because the questions involved
bank strategies and measures, resulting in that some of the interviewees spoke a lot in

these areas and give more details.

Since these are flexible semi-structured interviews, the author did not ask the questions
in strict accordance with the interview guide, but in the most appropriate order

according to the respondents' answers.
3.3.3. Description of the respondents

The different interviewees are listed in Table 2. Since the interviewees were only
willing to be interviewed on the condition of anonymity, each of them has an assumed
name. The name of the bank will be mentioned, but more details such as the branch
name of that bank will not be specified. Other information includes the profession, bank

name, duration of the interview, and conduction of the interview.
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Table 2: Description of the respondents

Assumed . . . . . . .
Current profession Bank name Duration of the interview Conduction of the interview
name
‘ Manager of the Personal Industrial and Commercial Bank of ‘ ‘ ‘
Aiden . _ 82 minutes Tencent meeting conversation call
Banking Department China
Product Manager in the Industrial and Commercial Bank of ) ) )
Brandon ‘ ‘ _ 52 minutes Tencent meeting conversation call
Online Finance Department China
Manager of the Channel Industrial and Commercial Bank of . . .
Cora ) ) 86 minutes Tencent meeting conversation call
Innovation Department China
Employee in the Personal ‘ ‘ ‘ ‘
Dylan ‘ China Construction Bank 23 minutes WecChat voice call
Banking Department
Eli Customer Manager China Construction Bank 36 minutes WeChat voice call
Faith Customer Manager China Merchants Bank 123 minutes Tencent meeting conversation call
Grace Customer Manager China Merchants Bank 40 minutes Tencent meeting conversation call
Hazel Customer Manager Bank of Ningbo 24 minutes Tencent meeting conversation call
Isabella Customer Manager Bank of Ningbo 21 minutes WeChat video call
Julia Customer Manager Bank of Shanghai 87 minutes Tencent meeting conversation call
. Manager of the Information . _ _ _
Kevin Bank of Shanghai 76 minutes Tencent meeting conversation call

Technology Department
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3.4. Data analysis

First of all, this author collected interview data through recording, for better analysis.
Then, in order to better analyse the recording content, these interviews were strictly
transcribed according to the advice of Giannelloni & Vernette (2019). It is placed in
Appendix n. 2.

Once the data is collected, the next step is data reduction. According to (Malhotra &
Birks, 2007), data simplification is how the data is structured and organized. In order to
reach this stage, this author integrated key information of each interview and input into
a data display grid to show the answers more easily and clearly. All data were classified
according to the different topics identified by the research question. For the data display

grids of interviews, see appendix n. 3.

After all these were done, this author chose to conduct a thematic analysis of the
interview content, because it can highlight the main answers and themes stated by the
interviewees (Giannelloni & Vernette, 2019). Therefore, in the next chapter, the
horizontal analysis method is adopted, which enables this author to compare
respondents' views on a particular topic (Giannelloni & Vernette, 2019). Since the
interviewees were all Chinese, the interviews were conducted in Chinese so that they
could express themselves as much as possible. During the analysis, important

statements were translated into English.
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CHAPTER 4: Results of the qualitative study

In this chapter, we present the results of semi-structured interviews. To better
understand each respondent's answer, a grid containing the most important information
has been implemented. All data are shown in appendix n. 4. As described in the
previous chapter, the results correspond to different subproblems of this thesis, so these
results are assigned to the corresponding sections for presentation in the next chapter.

Finally, in this section, our goal is to present the facts without judgment or subjectivity.

4.1. Understanding of the concept of open banking

4.1.1. The cognition and feeling of open banking

For open banking, four out of 11 respondents said they had heard the word and knew its
meaning or concept. However, after this author introduced the concept of open bank to
all the interviewees, most interviewees, especially those who work in ICBC, said that
this is the model that their banks have been doing for several years. Cora, who works
for ICBC, pointed out that this model has been in practice at ICBC since at least 2015,
when ICBC launched an electronic business platform “financial e-purchase” to bring in
many merchants and provide services in financial products, digital home appliances,
automobiles, transportation and tourism. Brandon, who also works for ICBC, said he
first heard the word API that using in banking about 10 years ago. He considered that
exporting to third parties through API mode is something that was done a decade ago.

In addition, most respondents believe that open banking is the future development trend
of China's banking industry and many banks have made a lot of practices and
innovations in open banking. Dylan said that small banks may not have enough energy
or capital to undertake some development related to open banking, but if they want to
develop in the future, they will surely cooperate with other paltforms to export their
products and services online. Kevin pointed out that all the banks would like to develop

the open banking, but there is uncertainty about the outcome and the eventual outcome.

4.1.2. Definition of open banking

Five respondents gave their own definitions or concepts of open banking. All of them
mentioned the process of working with third parties to create an ecosystem. In addition,

Julia talked about API technology, and Kevin talked about information sharing. Cora
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and Aiden, who work in ICBC, mainly emphasized the idea of customer orientation and

customer definition without boundary.

“Open banking enables banks to provide services with a customer-centric way and
achieves win-win cooperation with third parties. By building an open ecosystem, banks
can provide customers with ubiquitous services and gain access to customers from
multiple channels. [...] The customer definition without boundary is that, as long as
customers contact us, they are considered as our customers. While in the past, we only

considered people who establish our bank accounts are our customers.” (Cora)

“Any customer who accesses to ICBC's products and services through any online

platform channel is considered a customer of ICBC.” (Aiden)

4.2. Influencing factors of open banking

External factors influencing open banking and open banking strategy given by all
respondents included customer behavior and expectation, competition, and technology.
Seven of the respondents gave the factors they felt were the most important. Four of
them selected customer expectation and others chose the competition. Finally, after

being questioned, they also gave their views on the relevant regulations in China.

4.2.1. Customer behavior and expectation

Respondents agreed that people's preference for online operations and the expectation
of convenient services led to the open banking model. Eli pointed out that commercial
banks need to make money, so they need to get more customers, who are now greedy
for convenience. Respondents said that customers seldom go to offline outlets and
prefer to operate online. Cora explained that today's customers need less transfer cost,
which is the total cost for customers to obtain products and services including the cost
of money, time and communication. In addition, she said, customers now expect to be

able to access products, services and personalized experiences anytime and anywhere.

4.2.2. Competition

Most respondents mentioned the direct competition between banks and bigtech and
financial companies such as Alibaba and Tencent, which own Alipay and WeChat,

forcing banks to open up, cooperate, and innovate. As Brandon mentioned:
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“In the early days, when the scale of WeChat and Alipay was not very large, banks were
going to compete with them. Almost every bank offered its own payments. Later, the
banks found that the competition could not be overcome and began to embrace those
competitors. Banks began to cooperate with WeChat and Alipay in the field of payment
from earning commission fees. Nowadays, you can see even big banks like CCB and

ICBC all starting to market WeChat payments. ”

On the other hand, Isabella, Julia and Kevin said that as some banks developed open

banking, others would do the same thing, avoid customer loss and competitiveness.

In addition, Grace divides the competitive factors into two categories. One is that banks
actively change in order to expand their market share. The other is that they are forced

to change because they have already lost market share to their competitors.

“Some banks take the initiative to lead the trend, meet customer demand and expand
market share, like CMB which created the Palm Life APP. But there are also a lot of
passive banks. Because some fintech companies’ technologies are much better, their
products and services are better used than banks that they lose a lot of money. But
fintech companies do not have the core competitiveness of banks, and cannot replace

them. This has created this trend that they have to work together.” (Grace)

Similar to the first aspect mentioned by Grace, Dylan considered that most banks are
actively innovating their own open banking businesses to expand market share in a

competitive environment.

4.2.3. Technology

The technology was mentioned by more than half of the respondents, although it was
not considered the most important factor. They all believed that with the support of
relevant technologies such as API technology, banks can achieve openness and

innovation.

4.2.4. Regulation

As for regulatory factors, none of the respondents mentioned them. After questioned the
influence of the Standard of the Application Program Interface Management
Specification for Commercial Banks (JR/T 0185-2020) issued by the People's Bank of
China this year, all respondents said that, although in the short term, it may reduce the

third party cooperation with the bank, in the long run it will increase customer trust and
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facilitate the development of open banking. However, Brandon pointed out that this

specification has no impact on the business of ICBC.

“In China, regulation always lags behind. In fact, ICBC has perfected its API
technology control system. In terms of business development, it doesn't really have any

impact on ICBC.” (Brandon)

Aiden said that the regulation is an opportunity for the banking industry as a whole

because it means that competition is becoming more regulated, but he also added:

“The state-owned banks are in close communication with the People's Bank of China.
The central bank will partly refer to and adopt the recommendations of the big four
state-owned banks and the more important commercial banks in its policies. ICBC
already had the API includes SDK management methods and relative specification in
2017. At that time, ICBC had discreetly completed some cooperative projects, such as
the second and third types of accounts, to export services through API and HS. So today,
it's not obvious that this standard touches us. Because we have been doing this all the

time, and the technical team of ICBC is quite strong.”

Julia further explained that every detail of the banking business is supported by relevant

laws, but there may not be a unified standard.

4.3. Open banking strategy and strategic option

Based on the information of the respondents, the author summarizes the strategies and
strategic options of the banks they work for in table 3 below. And a detailed explanation

of their strategic options will be given later.
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Table 3: Strategies and strategic options of five Chinese banks

Strategy options
Bank type | Bank name Open banking strategy
Product Customer | Ecosystem
Industrial . . . o
q e-ICBC 3.0 strategy. Promote innovative services to all customers, all | Providing all | Focus on | Focus  on
; an
State . channels and all products. ICBC follows the development of the Internet, | products and | the the
Commercial o . .
Owned Bank of focuses on building a smart bank, speeds up the development of the | services customer- | banking-as-
ank o
banks China Internet financial ecosystem, and speeds up financial technology | even beyond | centric a-platform
innovation. banking. ways. way.
(ICBC)
Focus on
China ) o Providing all | Focus on
State- “TOP +” fintech strategy. Research and innovation in “technology” to the
: o . . . . products and | the .
Construction | optimize financial services, the “open” of capacity and services, the . banking-as-
Owned o - services customer-
Bank exploration in the mode of “platform” to create a win-win ecosystem of a-
banks : . » ., | even beyond | centric
cooperation and gain customers, and the company culture of “innovation ‘ platform
(CCB) banking. ways.
way.
National China Retail Finance 3.0 strategy. Accelerate the digital transformation of each | Providing all | Focus on | Focus  on
joint- Merchants | retail business line, strengthen the delivery of online service platform, | products and | the the
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stock Bank replace bank cards with two APPs of CMB, and build a symbiosis with | services customer- | banking-as-
commercial partners to create a rich ecosystem of APP scenes. CMB is positioning | even beyond | centric a-platform
CMB ) . . . .
Banks ( ) itself as a fintech bank, driven by big data and aiming for the best | banking. ways. way.
customer experience. The business philosophy of CMB is “change for
you”, that is, customer-centric.
City . S . Providing all
Grand Retail strategy. BON is shifting its business focus from loans to q q Focus on | Focus  on
- . . . . .. | products an
joint- Bank of retail consumption. It takes fintech as the strategic point, increasing its ‘ the the
‘ ‘ ‘ ‘ ‘ ‘ services, but ‘
tock Ningbo investment in fintech and incorporating more Internet financial services, customer- | banking-as-
stoc o ‘ focus  on ‘ ‘
commercial (BON) andd.focus.es (;)n serv1f1g different customer groups, especially small and loan centric a-service
medium-sized enterprises. ways. way.
Banks products.
Boutique Banking strategy. Retail business is the top priority. BOS is
City positioning itself as an online financial service provider. It has the | Providing all
) o ) ) ) Focus on | Focus  on
o mobile-first channel strategy, which is to increase the proportion of online | products and
joint- Bank of ' ‘ ‘ ‘ ‘ . the the
) services, reshape customer journey, and build an open and interactive | services, but )
tock Shanghai _ _ _ ‘ ‘ ‘ customer- | banking-as-
stoc online marketing service platform through personalized online operations. | focus on ‘ ‘
il (BOS) . . _ ‘ centric a-service
commercia In terms of corporate business, BOS focuses on inclusive finance and | credit card
. S o ways. way.
Banks supply chain finance. In the future, BOS will improve its risk control and | products.

fine management.
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4.3.1. Further explanation of their strategic options

4.3.1.1. The product dimension

All respondents mentioned that the product they opened and offered online included
their own products and functions, third-party financial products and products beyond

the banking industry.

Aiden, Hazel and Julia point out that some risky products require customers to operate
offline, but for the other products and services, banks are trying to increase their

offerings online. Aiden gave a detailed explanation for the product offering of ICBC:

“ICBC has a lot of mobile banking services and functions, even a little bit
miscellaneous. You can buy funds, buy insurance, buy movie tickets, even order
groceries and takeout on it. [...] Some risky financial products and insurance require an
offline face-to-face risk assessment and audio and video recording. If you buy a money

fund, buy the bank's own regular products, you don't have to go to the offline outlets. ”

Faith added that the first purchase of insurance and financial products with risk ratings

should be handled offline, but the online purchase can be applied the second time.

Besides, Brandon pointed out that banks in China now basically provide financial
services such as insurance on their own platforms, as well as general services related to

water and electricity bills payment, traveling and shopping, etc.

What’s more, respondents from BOS and BON said that they lay more emphasis on

online credit cards and loans products because of their limited resources.
4.3.1.2. The customer dimension

All respondents mentioned that they considered customer travel at all levels, and that

they particularly valued a customer-centric approach.

For example, Cora considered that people are in the age of experience nowadays. In
order to meet the demand of customers to enjoy services anytime and anywhere, banks
should provide more diversified and convenient online services centering on customers,

and provide the ultimate customer experience.
4.3.1.3. The ecosystem dimension

All of the respondents said that openness of their banks in the ecosystem including both

the way of banking-as-a-service and banking-as-a-platform. Many banks committed to
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its own APP offer covering all aspects of life service, making their own APP evolves
forward a general-purpose platform. However, respondents from BOS said they focused

more on exporting services in other platforms because their bank was less well-known.
4.3.1.4. Datascape and geographical scope

In terms of data, all interviewees mentioned that banks are conservative in data sharing.
They will not share relatively private and core data, nor will they take the initiative to

share other data with third parties without the authorization of customers.

In terms of geography, almost all respondents indicated that their banks are still
developing open banking mainly in China. Although their banks have branches outside
China, the details are not well known to most respondents. Faith, who works at CMB,
pointed out that CMB's enterprise APP can switch between domestic and overseas
versions at any time. Although foreigners can't identify information online through the
overseas version, they can get services through overseas branches and relative APP
after they register their information at CMB's Shenzhen headquarters. For the retail
business, Grace said that the international expansion of a bank's retail business is very

difficult because it is very local and limited by foreign institutions.

4.4. Open banking measures

This section will show the specific measures of each respondent's bank.

4.4.1. Industrial and Commercial Bank of China (ICBC)

Cora pointed out that in the current age of experience, banking products and services
will tend to be customized and convenient. Therefore, ICBC is also committed to
providing services of this nature, such as the free combination of customized services
for personal financial planning solutions, and credit cards that can be customized with
patterns. Another example is that ICBC provides banking business reservation service
to customers in a third-party community platform so that customers can directly connect
to the bank's listing system online, and then they can choose when to go to the branch to

conduct business.

In terms of government cooperation, in November 2017, with the support of the
Guizhou provincial government, ICBC cooperated with a third party to build China's

first blockchain platform for precise management of poverty relief funds, providing a
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platform for information sharing among banks and relevant departments within the
government. Information such as who initiated and used each poverty alleviation fund

can be found on the platform, thus realizing the transparency of the whole process.

According to Cora, ICBC has introduced more than 100 social services into its own
APP, and built an open API platform to form an open ecology of “finance + API”,
exporting products and services such as account management, merchant receipt and

security certification.

In addition, the wisdom bank ecosystem ECOS (Enterprise-level, Customer-centred,
open, and smart) is issued by the ICBC in Beijing in 2019. It is a new system based on
the overall situation, which seamlessly integrates financial products such as payment,
financing, financial management and investment into the consumption of people's
livelihood and enterprise production scenarios such as education, medical care, travel
and government affairs, making financial services as convenient as water and

electricity.

Brandon, who is in charge of the cooperation between ICBC and WeChat, also
proposed a project with a unique concept that he is in charge of. On WeChat, they tried
to get customers to operate more in the applet of ICBC on WeChat and have more
contact points with ICBC. They set the customer authorization process before customer
using some service on WeChat, to automatically evoke the ICBC applet interface, and
then let the customer authorize in this interface, which is to provide a reason why the
customer must return to the ICBC applet to perform authorization and other operations
to increase the contact points, after that they attract the customer through the operation,

so as to bring back the customer flow that the bank had lost before.

“In fact, the daily volume of API queries to ICBC is very large, and the external
customer flow is very large. The bank is hiding behind it, and the customer doesn't even
know that it's the bank's thing. We now take the initiative to take back the API mode
gradually, and start to provide services through the applet mode to let customers back to

my interface to operate.” (Brandon)

Brandon pointed out that they have been doing this measure for a year. In that year, the
real name registration volume of the ICBC applet on WeChat reached 20 million
without spending any money to push it in the offline bank outlets, which was a

phenomenon that had never been seen before.
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4.4.2. China Construction Bank (CCB)

Eli pointed out that CCB has established an open banking platform, opening interfaces
to export account opening, payment and settlement, investment and financial services.
In addition, CCB actively cooperated in innovation. Last year, CCB teamed up with

Tencent to set up the fintech joint innovation lab.

Dylan mainly mentioned the construction of the “CCB to home” applet on WeChat.
This is supposed to be the first attempt by a bank to offer home delivery application
service through an applet on a third-party platform. Though this applet, CCB allows
customers to apply for some products or services such as social security card, deposit

card and bank statements print, and then CCB provides send door-to-door service.

4.4.3. China Merchants Bank (CMB)

CMB is the bank with the strongest retail business recognized by all respondents, and
its Palm Life APP is praised by almost all respondents. Faith points out that CMB
launched this APP for credit card consumption in 2010, which established a
consumption ecosystem and introduced third-party services such as life payment, travel
and shopping. Julia said that there are a lot of promotions in Palm Life. Dylan also
pointed out that many people applied for CMB credit card in order to enjoy the benefits
in the Palm Life APP.

At present, the core apps of CMB are the Palm Life APP and China Merchants Bank
APP. At the end of 2019, CMB launched version 8.0 of China Merchants Bank App,
providing online financial planning function and immersive interactive experiences for
the first time. Other new features include open login, support for WeChat or AppleID

login, and open bookkeeping, helping customers to record account payments in one
App.

Faith pointed out that CMB currently focuses more on operating its own platform
(Banking as a platform) since CMB's APP is already doing well which was the largest

coffee retail platform in China last year.

4.4.4. Bank of Ningbo (BON)

Isabella mentioned BON's recent collaboration with Tencent to launch Tencent Micro

Plus Card, a co-branded credit card with Tencent. Customers can apply on the WeChat
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platform, and then they can use the card on the same day at the earliest. They can also

select multiple interests such as Tencent video membership, and airport VIP hall.

In addition, Hazel stressed that customers can check account situations of several banks
in BON's APP directly. BON also provides automatic fund collection services, which
helps customers collect all the money from their accounts into a bank card. But she also

said that these are services that most banks have.

4.4.5. Bank of Shanghai (BOS)

Julia mentioned that BOS recently launched a co-branded credit card in cooperation
with Meituan-Dianping. The gift of a Meituan takeaway red envelope encourages
customers to use the card. Another special way of marketing the card is that the
customer can use less than 500 yuan before activating the card. But once they used the
card they must activate it in order to repay. She pointed out that although this approach

sometimes caused customer dissatisfaction, it did add a lot of customers to the BOS.

Kevin and Julia both said that BOS has been actively cooperating with high-quality
Internet companies such as the famous BATJ (Baidu, Alibaba, Tencent, Jingdong) to
strengthen customer attraction. Julia added that the BOS is more focused on exporting
its services to platforms of third parties (bank-as-a-service) because BOS is relatively

small and needs to cooperate with big brands to increase its popularity.

In addition, Kevin mentioned that the BOS focuses on fintech investment, increasing its
investment at a rate of nearly 30% each year. BOS also attaches importance to big data
applications. Based on big data, BOS builds a customer-centric personalized customer

marketing and service system, and improves its real-time risk control capability.

4.5. Opportunities and challenges
4.5.1. Opportunities

4.5.1.1. Technological development

Almost all of the respondents mentioned technology development as an opportunity for
open banking. For example, Cora mentioned that the current representative information
technology is ABCDI (artificial intelligence, blockchain, cloud computing, big data,

Internet of things), which makes products and services more diversified. Most of them
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pointed to 5G's push into other cutting-edge technologies. Eli stressed that with the
promotion of 5G technology, banks can bring more personalized service experience to
customers through artificial intelligence and big data. However, Kevin and Brandon
pointed out that banks are conservative, so the new products and services that apply 5G
are likely to be mostly launched by fintech companies first (sometimes are particularly
forward-looking and aggressive banks) and then banks consider to follow. In addition,
Grace points out that technology will be developed primarily by technology finance

companies, with which Banks will collaborate to provide better services.

4.5.1.2. Customer behavior and expectation

- Increased awareness of insurance products

Faith and Julia both mentioned that people's awareness of buying insurance has
increased, which brings more opportunities to the banking insurance business. She
mentioned that many people more or less have to do business in the bank, with
increased awareness of buying insurance, insurance products are easy to sell with the

introduction of the bank stuff.
- Zero-touch requirements

Kevin pointed out that the epidemic is now driving demand for online businesses,
fostering a wider range of online consumer habits, and promoting the creation and

collaboration of more innovative online products.

“During the current outbreak, there is more demand for zero-touch financial services
from customers, which will facilitate the innovation of digital services for banks, such
as remote video links to guide customers. This will then lead to an increase in the
number of online channel customers. This period of time will enable consumers to
develop the habit of doing more operations and transactions online, which will lead to

the growth of users and business volume of platforms of us and our partners.” (Kevin)

4.5.1.3. Regulation

As mentioned earlier, almost all the respondents said that the regulation released by the
People's Bank of China regulating the behavior of small banks and TPPs. It may reduce
some third party cooperation with banks recently, but will increase customer confidence

in the open banking services in the long run.

4.5.2. Challenges
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4.5.2.1. Competition

When asked about the challenges that banks facing, almost all respondents mentioned
competition. The majority of respondents believed that the current competition for
banks was mainly from state-owned banks and large joint-stock banks. Aiden and Cora
from ICBC mentioned that CMB's retail business put a lot of pressure on them, and
CCB is also the main competitor of ICBC. Dylan, Eli and Julia all praised CMB's retail
business and pointed out that CMB's retail model is learnt by many banks. Besides,
respondents from BON and BOS said that they are relatively strong among city firms,
but are still relatively small among all banks. Therefore, other big banks have more
resources and are investing more in technology, putting pressure on the BOS, said

Kevin.

As for Internet banks such as Webank, most respondents mentioned that these banks
did not bring much competition to their traditional banks. Julia said that people still
tend to loan money from traditional banks. Aiden, Brandon and Hazel argued that while
some Internet firms may be better at lending, they have no offline presence, with

limited business and little experience in management. As Brandon pointed out:

“Webank does not bring much competitive pressure to ICBC. Although Webank has
Tencent's big data support in lending, it lacks traditional banks' experience in risk

control and management in other aspects.”

As for fintech companies such as Tencent and Alibaba, Brandon, Grace and Keivn all
said that many years ago when Alipay and WeChat payment were first launched, banks
were in fierce competition with these companies, but now banks have turned to
cooperation with them. In addition, Kevin said some fintech companies have had
problems with fraud and information leaks that have led to distrust among customers,

so some customers have returned to the bank.

As for other competitors, Julia pointed out that securities firms also provide wealth
management, funds and insurance businesses that compete with banks. Insurance
companies also have wealth management products to compete with banks. She mainly

mentioned the competition from Meituan APP from the Meituan-Dianping company.

“When you review a takeout on Meituan and choose to pay, the first option is “Meituan
Pay, payback next month”. Meituan is offering you something like Huabei. Because

Meituan APP has many other services, some customers just can't afford to pay by the
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deadline, so it will guide them to pay in installments. It will also use various methods,

such as paying only one dollar a day, to guide you to do the installment.” (Julia)

Kevin considered that in the future, 5G may bring new competitors, such as Tiktok and

Kwai, who may launch financial products and services in the future.

In particular, Grace pointed to the challenges posed by Facebook Libra. In her opinion,

Libra has the potential to build a new financial system beyond.

“For example, when a customer withdraws his savings from the bank and changes it
into a Libra, the bank's deposits decrease, and its lending business, its main business, is

weakened. [...] However, few people study Libra today.” (Grace)

4.5.2.2. Technological challenges

- Cybersecurity risks

Faith stressed the Internet is developing too fast to prevent online fraud. Aiden pointed
out that the acceleration brought by 5G technology also comes with technical risks.
Both Cora and Dylan said that banks now have access to so many providers that they
increase the risk of network security and information leakage. However, Dylan argued
that although it is possible to cause a small loss due to an attack on a link, and the CCB
has done this before, it is all within the scope of control. Such problems could also lead

to more safety measures.
- Too much external data

Cora pointed out that under the background of big data, there are too many customer
data in various forms from various platforms, and their credibility may not high. It is a
challenge for banks to make good use of these data to analyze and obtain accurate

customer portraits so as to conduct accurate marketing and service to customers.
- Technical defects enable TPPs to obtain some data without the bank's knowledge

Brandon mentioned that the current API schema is flawed and some data can be

obtained by TPPs:

“For example, if we use the traditional API mode to provide Tencent with the function
service of balance query, Tencent is capable of running our related database in batches
and take away all the relevant data. In this case, we don't know whether it's an

individual or corporate behavior, because we use API mode, a no-interface mode.”
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Kevin also said that third parties can get some information about customers based on
their interaction with the bank's business on the third-party platform. But he explained

that it doesn't really involve the disclosure of user information:

“That's what happens when you cooperate. The bank will consider in advance what
kind of data may be known by the third party and then develop relevant services. It can
be regarded as data sharing, but we are not sure whether the third party will finally get
the data or not. It depends on the willingness and ability of the third party to get the
data.”

4.5.2.3. The risks that come with cooperation

- Risk management

Eli pointed out that banks do face the risk of dishonest third parties leaking customer
information, but this is rare because banks are conservative and cautious. Faith also
mentioned that CMB is thinking about how to strike a balance between customer desire
and security control.

- Cooperation efficiency

Aiden said that different partners are connected in different API numbers, and they
want to show different personalized functionality, resulting in different technical
difficulties. If the technical ability of the partner is not enough, there will be some

problems, such as slow loading speed and low customer experience.

4.5.2.4. Customer adaptability

Kevin pointed out that some online services require complex operation procedures to be

handled due to the regulatory requirements, but now customers are not used to it.

“Now there are regulatory requirements. [...] before customers buy some financial
product there is a double record requirement, that is, recording and recording. So it will

increase thresholds to the customer.” (Kevin)

In response, Dylan also said that some customers may feel that their privacy may not be
well protected when banks launch a new service or need those customers to double
record online. In addition, he said, some of the older groups actually account for a very
large part of the bank's customers, and now they will operate online in the context of the
epidemic, but they will be less comfortable with the line operation. If Banks do not

properly guide them to use online services, there may be some risk of word-of-mouth.
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4.6. Countermeasures and suggestions

4.6.1. Applying new technology to seize the opportunity

Cora said banks should make use of 5G as well as AR, Al and other technologies to
create more intelligent services. However, Aiden added that banks should first lay the
groundwork and improve basic functions and technical capabilities to cope with the
changes brought about by 5G technology in the future. In terms of 5G technology
application, although none of the interviewees mentioned that their banks currently
have applications in this field, Cora and Kevin pointed out that China Minsheng Bank
(a national joint-stock commercial bank) has already launched its 5G mobile banking
APP in early May this year. According to Cora, it is the first of its kind in the banking
industry. In the APP, China Minsheng Bank provides customers with exclusive remote
banking services for massive transfer and card activation. In addition, a video zone with
interactive video-on-demand function has been added to provide content services for
customers, covering many fields such as financial and economic knowledge, and even
children's education. Kevin pointed out that although the BOS does not have 5G related
projects as far as he knows, the major banks are actually watching each other, and if one

bank comes up with something new, other banks will roll it out pretty quickly.

In addition, Brandon noted that ICBC is upgrading its technology to provide new
services in response to customers' demands for greater convenience. Recently, his
department has been working with Alipay and WeChat to launch a new service that
customers can bind bank cards without entering a card number. He thought that this is
the latest model of the moment, and can also reduce the risk of customer data leakage.
After the customer chooses to tie card on Alipay and WeChat, these platforms will
transfer the real-name information to ICBC, and then ICBC will display all the
customer's bank cards directly on a component through a modular, applet-based SDK

mode, and the customer can tie the card directly inside.

4.6.2. Upgrading products to respond to the customer demand and competition

Many respondents stressed that under the current era of experience, the era of APP,
with the situation of homogenized bank products and services, banks need to be

proactive in perceiving customer demand and provide more personalized services.
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To meet the competition, Isabella stressed that BON focuses on improving service
efficiency and customer experience, such as the speed with which BON approves credit
loans. Julia said that compared with the big banks, BOS offers customers a higher rate
of return on financial products and lower interest rates on loans. In the case of Facebook
Libra, although Grace did not say what CMB would do in response to the challenge,
ICBC's Aiden said that his department began researching virtual currencies late last

year, in response to a national strategy.

Moreover, Brandon stressed that banks should not over open their main non-bank
business. He pointed out that customers need banks most for traditional financial
services, such as inquiry, transfer and transaction. Aiden also said that rather than
introducing more new products and services, banks should focus on consolidating their

account systems and their own technology structures.

4.6.3. More cooperation

In terms of the purpose of cooperation, cooperation measures can be divided into the

following three categories according to the statements of each interviewee.

- Cooperation to increase popularity and competitiveness: Julia said that BOS is
working with more high-profile TPPs. For example, as mentioned above, BOS are
cooperating with Meituan to launch a co-branded credit card. BOS also cooperates with
Heytea. Customers can place orders through the Heytea applet on WeChat or pay with
the card of BOS directly in the offline store. Julia stressed that a lot of people buy

Heytea nowadays, many banks are quite inclined to cooperate with them.

Isabella also said BON is also looking to work with big brands. For example, BON
recently cooperated with WeChat to launch a co-branded micro card with some rights
and interests, and also cooperated with Alibaba's Hema Supermarket APP to give

customers a 50 discount if they use BON credit card to consume more than 200.

- Cooperation to improve technology: Eli mentioned that CCB establishes the fintech

joint innovation laboratory with Tencent.

- Cooperation to strengthen risk management and control: Grace proposed that CMB
had cooperated with fintech companies that studied relevant risk prevention and control

technologies to strengthen the bank's ability in this regard.

4.6.4. Strengthen cybersecurity and partner management system
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In terms of the prevention and control of network security, most interviewees
mentioned that banks can design the prevention and control process through relevant
departments and systems within the bank. Aiden pointed out that ICBC has many layers
of checks on the data sharing process: the check of the legal department in business
negotiation, the check of the technical department in technical connection, and some
post-evaluation and post-examination, etc. Hazel said that BON has a network security
policy in place, as well as a surveillance and security department. Kevin stressed that in
the face of network security, BOS has been using existing technologies to build a
network security threat situational awareness platform in the past two years to improve
the comprehensive capability of information security defense and improve the security
monitoring and defense system against known and unknown threats. In addition, in
terms of partner access and cooperation efficiency improvement, Cora and Eli proposed
that the bank should establish technical specifications and design workflow to
strengthen partner management. In addition, Aiden stressed that before providing new
products and services related to cooperation, ICBC always focuses on debugging and

grayscale tests and set up a number of inspection systems at the data level.

4.7. The vision of open banking in the future

Aiden, Cora, Faith, Kevin and Grace pointed out that in the future, banks will be able to
provide more and more services through cooperation, which means the services of

banks will be ubiquitous.

“The bank of the future will become a ubiquitous bank, embedded in the whole

production and life of customers, providing more services behind the scenes.” (Kevin)

Dylan, Hazel, Isabella and Julia considered that the future of online banking will be
much more diverse. Dylan imaged that the bank will become an integrated service
platform in the future. Customers can solve almost any problem with a single APP,

while Julia stressed that there are still processes that need to be done offline, said Hazel.

“More banking services will move online in the future, but some processes will have to
be done offline because of regulatory requirements. If it's just a daily service, we would

definitely want to make it easier for our customers and offer it online. ” (Julia)

In addition, Eli and Brandon added that future banking services will be diversified and
comprehensive, but banks will still focus on core businesses.
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CHAPTER 5: Discussion of the results

5.1. Understand the definitions of open banking

It can be found from the literature that in the international definition of open banking,
more emphasis is placed on information sharing and the use of API technology, while
in the Chinese literature, extra emphasis is placed on customer-centric, and SDK

technology is mentioned in addition to API technology.

As Chi (2020) defined, open banking is a platform business model, centering on
improving customer experience, for banks to share data, products, services and other
functions with third parties through API, SDK and other technical means. Similarly, the
five respondents who gave the definition also mentioned the customer-centric ideas,
API technology, and information sharing. And when talking about how their bank is
developing open banking, some interviewees mentioned the application of SDK
technology. In particular, our results show that ICBC is making innovations in open
banking in a way different from other banks' application SDK technology. In summary,

our findings support Chi's definition of open banking.

5.2. Identify influencing factors towards open banking in China

As shown in the previously mentioned literature, the influencing factors of open
banking are regulation, customer behavior and expectation, competition and technology.
However, when asked about the factors driving China's banks to open up, all
respondents mentioned only customer behavior and expectation, competition and
technology. But they later said that Chinese regulation would help the development of

open banking. How these four factors affect China's open banking is discussed below.

5.2.1. Customer behavior and expectation

The majority of respondents identified customer behavior and expectation as the most
important factors. The interviewees said that nowadays, customers, especially young
people, seldom go to the offline branches of banks and prefer to operate online.
Therefore, banks must reach customers on more online platforms according to this
demand. This is consistent with the statement of Xin (2018) that Chinese customers
now prefer to transact through mobile banking. Moreover, it indicates that the typical

Chinese consumer carries no cash or even a card. Respondents agreed with this point
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and mentioned that it is an era when APPs replace it. Therefore, due to the consumption
tendency of Chinese consumers to pay online and the popularity of payment platforms

such as WeChat and Alipay, Chinese banks have to open up payment services.

In terms of customer expectation, PwC (2018)and BCG (2019) points out that
customers are now used to being served whenever they need it. Similarly, respondents
said that customers now demand access to products and services anytime and anywhere.
Respondents pointed out that today's customers need fewer transfer costs and hope to
meet basic needs with the minimum number of APP and online platforms. In addition,
the respondents also said that now is the era of experience and customers need more

personalized services. This is also consistent with previous literature.

5.2.2. Competition

Some respondents also cited competition as the most important factor. In this regard,
most respondents mentioned that direct competition between banks and tech and
financial companies such as Tencent and Alibaba forced banks to open up, cooperate,
and innovate. BCG (2019) also mentioned that tech giants such as Tencent and Alibaba
are using their investment in digital technology and ecosystem coordination to seize
emerging opportunities and attract young users, thus challenging existing banks. Under
this competitive environment, Phang et al. (2019) point out that open banking

encourages banks to cooperate with fintech companies to achieve win-win results.

In addition, PwC (2018) points out that digital banks, which are very different from
traditional banks, are more likely to attract first-time financial customers (such as
generation Z) by offering innovative and digital services. However, contrary to this
point of view, all respondents who mentioned Internet banks such as Webank said that

they did not feel much pressure from such.

5.2.3. Technology

Muthukannan & Gozman (2019), LendIlt Fintech (2018) and Cumps et al. (2019)
mention that the increasingly mature API technology promotes the development of
open banking, enabling banks to conduct more innovation as a platform. National
Internet Finance Association of China (2019) further points out that the increasingly
mature development of API, SDK and other technologies has laid the corresponding
technical foundation for the development of open banking, and currently there are

various ways to realize the technology of open banking. The respondents also believed
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that with the support of related technologies such as API and SDK, banks can achieve
the current level of openness and innovation. In addition, Chi (2020) further explains
that the SDK has a wider range of functions than the API, but is more complex,
resulting in higher popularity of APIL. Interviewees also mentioned that Chinese banks
have long opened their services through API technology, and now exploring new ways

of using SDK.

5.2.4. Regulation

LendIt Fintech (2018) said that European regulations aimed at promoting financial
innovation and competition had started the opening up of the banking sector, and that
other countries and regions were following suit. Although China had not yet released a
regulation for open banking before 2020, the government's openness to open banking
had allowed the mainland to enjoy similar benefits through the widespread adoption of
mobile banking and social applications. Respondents also said that the official
regulation of the People's Bank of China always lags behind, and some banks already
had norms for API and SDK technology several years ago. For the Chinese new
regulation in open banking, Xue (2020) points out that the People's Bank of China
issued the financial industry standard for API technology on February 13, 2020, which
stipulated the types of commercial banks' APIs and security requirements. Almost all
respondents said that this will regulate the behavior of some small banks. In the short
term, it may reduce some third-party institutions that cooperate with banks, but in the
long run, it will increase customers' trust in open banking services, which is conducive

to the development of open banking.

5.3. Strategic options of banks in China and relative suggestions

5.3.1. Strategic options of banks in China

As mentioned before, this thesis chooses the strategic framework of open banking
proposed by Cumps et al. (2019), that is, banks can choose to achieve different degrees

of openness in the three dimensions of product, customer and ecosystem.

In terms of products, Cumps et al. (2019) mentioned that banks can choose from the
three open levels of banking products such as account balance inquiry, to financial
services such as insurance, and then to the product beyond banking such as tickets. In

response, all respondents mentioned that their banks had opened up all three levels of
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products. The interviewees mentioned that now domestic banks basically offer these
three levels of products online, but the open quantity and effect are different. However,
the National Internet Finance Association of China (2019) shows that the CFB mainly
opens deposit lending and exchange service (banking level). In this regard, the
interviewees explain that some small banks are limited by geographical location and

resources.

In terms of customers, the framework of Cumps et al. (2019) provides three levels of
bank-centric, bank-customer-centric, and customer-centric to enable banks to consider
whether they have primary secondary, tertiary role in the customer journey when
providing services to customers. All interviewees mentioned that they would consider
the journey of customers from all levels. In addition, their banks now focus more on
customer-centric, providing convenient services and integrated experience for
customers in more scenarios. This can be linked to the point of view of the National
Internet Finance Association of China (2019), which is that banks are gradually shifting
from product-centric to customer-centric. In addition, Cumps et al. (2019) also indicate
that instead of the products on offer, providing an integrated experience at any time or

place in a customer-centric way.

In terms of ecosystem, Cumps et al. (2019) point out that in order to achieve customer
journey integration, banks can insert itself in the journey of a third party's customer
(bank-as-a-service), or open up as a platform to third parties (bank-as-a-platform), or
even bank evolves towards a general-purpose platform. All respondents said their bank
openness involves the first two, but different banks pay different attention to these two
aspects. For example, CMB pays more attention to enrich its platform because its own
APP covers all kinds of life scenes of customers and it is well-known in the retail
industry. As a city commercial bank, BOS also hopes to introduce more types of
third-party products into its platform so as to attract more customers to its platform.
These can be linked to the view of PwC (2017) that many banks aspire to be a platform
aggregator, developing an open platform and introducing more partners to their
products and services. However, due to its lack of popularity, BOS still focuses on
attracting customers from third-party platforms. Private banks also pay more attention
to the bank-as-a-service based on previous literature. In addition, all respondents
mentioned that the products and services provided by their own bank APPs are
integrated into many life scenarios of customers, such as paying utilities, traveling,
shopping and entertainment, which are evolving into a common platform.
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5.3.2. Characteristic of the open banking measures in China

All the state-owned commercial banks and national joint-stock commercial banks in
China mentioned in the literature have built API open platforms to export their services
and capabilities (Chi, 2020; China Securities, 2019; National Internet Finance
Association of China, 2019; Zhou, 2019). The majority of respondents from these banks
agreed with it. It is worth mentioning that respondents from state-owned commercial
banks all said that they are actively building their own applets on the WeChat platform
because WeChat can be regarded as an operating system like android and 10S, which is
worthy of banks' attention. However, the respondents from CMB said that they attach
more importance to introducing more new services from third parties into its APP than
exporting services to a third-party platform because the customer volume of CMB APP

is large. China Securities (2019) also appreciates the APPs of CMB.

Respondents from BOS and BON, city commercial banks, said that they are now
actively cooperating with well-known companies with a large number of customers to
launch co-branded credit cards. This can be related to views of previous literature that
private banks mainly focus on consumer financial services such as personal credit.
Although BOS and BON are not private banks, the focus of their efforts is similar to

that of private banks, perhaps because of their similar size and resource constraints.
5.3.3. Suggestions on strategic options

According to the content above, this author divides the bank into two types according to
the resource situation and gives suggestions respectively. These are national banks and
smaller banks. National banks are mainly state-owned banks and large joint-stock
commercial banks. The smaller banks are mainly city commercial banks (small
joint-stock commercial banks) and private banks. Because most literature and our
results show that the Chinese banks' openness in product, customer and ecosystem
covers all levels of the strategic option framework, so this thesis suggests that if banks
want to start or further deploy the open bank strategy, they need to continue open on
every level to keep competitiveness, while banks may have different concerns on
different levels. As national banks, ICBC and CMB have done a good job in their own
platforms (Chen et al., 2017; China Securities, 2019; Zhou, 2019). Our interviewees
from national banks also said that they hoped to attract customers from other channels

back to their own platforms. This means that their platforms need to have enough
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services to meet customers' daily needs. So these banks need to focus more on building
their own platforms, introducing more products and services, including beyond banking,
and building a general purpose platform. From the discussion of the above, it is clear
that smaller banks should focus mainly on output of their services to platforms of other
TPPs and openness on the banking level. In addition, it can be seen from the above that
all banks pay more attention to the customer-centric way, which is caused by customer
demand, one of the influencing factors of open banking. Therefore, this author suggests
that all banks lay more emphasis on the customer-centric level. Table 3 below briefly

summarizes the recommendations to the focus of open banking strategy.

Table 4: Recommendations on the focus of open banking strategy

Product dimension

Customer dimension

Ecosystem dimension

Overall

Mainly focus on

opening up as a

“banking” products
such as deposit and

lending.

especially on the
customer-centric

level.

development. Open platform to third
I o Focus on all levels ‘
: up all possible parties
products even . (bank-as-a-platform),
) customer-centric
beyond banking and moderately
level.
and make them evolve towards a
diversified. general purpose
platform.

Mainly open up Focus on all levels Mainly insert itself in
Smaller banks the journey of a third

party's customer

(bank-as-a-service).

5.4. Opportunities and challenges

5.4.1. Opportunities

- Increased customer numbers and data

Respondents said that the pandemic has driven the current demand for online businesses
and fostered the habit of customers to make a wider range of online purchases, which

will lead to an increase in the number of customers from multiple online channels for
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banks. LendIt Fintech (2018) also argues that the nature of open banking allows banks
to participate in a larger profit pool by reaching out to underserved populations. Besides,
one of the respondents mentioned that people's awareness of buying insurance has

increased, bringing more opportunities to the bank insurance business.
- Application of new technologies

Cumps et al. (2019) indicate that a large number of technologies that can be combined
for digital innovation are emerging and developing rapidly, such as artificial
intelligence, the cloud and the Internet of things. Respondents also pointed out that the
development of these technologies could bring opportunities to open banking. In
addition, they proposed that 5G technology will bring new products and better customer
experience such as personalization, and China Minsheng Bank has launched a 5G
mobile banking APP with the new services. However, the majority of respondents said
that, except for highly skilled and aggressive banks, the new technology is usually

developed by fintech companies and then banks cooperate with them.
- The first introduction of the official API standard

Almost all respondents said that this standard would increase customers' trust in open
banking services in the long run, which is conducive to the development of open
banking. Xue (2020) also highlights that the standard provides a safer environment for

open banking and supports the sound development of open banking in the future.

5.4.2. Challenges
- Competition

BCG (2019) and Cumps et al. (2019) point out that some fintech and bigtech companies
have weakened the banks' advantage because they have both technical savvy and a large
user base. However, respondents pointed out that competition with bigtech companies
such as Tencent and Alibaba was fierce a long time ago, and that banks have given up
on the competition in terms of payments and are now working with them instead. Most
interviewees especially interviewees from city commercial banks mentioned that their
main competitors are still state-owned banks and large joint-stock banks in the same
industry. In addition, respondents said banks should also be wary of existing or
potential new entrants such as Meituan-Dianping and Tiktok. One interviewee further
pointed out that Facebook Libra has the potential to build a financial system outside of
banks, thus undermining the main business of banks.
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- Cybersecurity risk

Respondents stressed that the Internet is developing too fast to prevent online fraud.
China Securities (2019) and LendIt Fintech (2018) also point out that new frauds are
still emerging, although new technologies now support further monitor online risks. In
addition, respondents said the growing number of partners also increases cybersecurity
risks. This can be linked to the view of LendIt Fintech (2018) that widespread customer

data exchange and third-party infrastructure will lead to new cybersecurity risks.
- Data overload challenges

BCG (2019) notes that new data sources are emerging on an unprecedented scale.
Interviewees also mentioned that current technology enables banks to obtain plenty of

external data with uncertain credibility, which brings challenges to accurate analysis.
- Governance risk

China Securities (2019) and Deloitte (2019) indicates that due to the uncertainty of the
bank's control over the TPPs, the TPPs may disclose the relevant data of users after
obtaining them from the bank. In this regard, respondents also said that banks do face
this kind of risk, but due to the conservative and cautious nature of banks, this situation
is rare. But they stressed that once that happens, customers always consider it as the
banks' fault. Brodsky & Oakes (2017) and LendIt Fintech (2018) also indicate that

perceived disclosure failures can affect the reputation and brand of banks.
- Affected cooperation efficiency

China Securities (2019) points out that the connection efficiency of partners becomes
the key to the operational efficiency of open banking. The implementation progress of
cooperation inevitably lags due to the differences in enterprise culture and technology
level. Similarly, interviewees also indicated that some partners with insufficient

technically capable lead to low cooperation efficiency.

5.5. Suggestions on measures

- Opening and improving inclusive financial products and services

Sridhar (2019) notes that banks can make huge gains in financial inclusion for

customers at the lower end of the economic spectrum. Respondents from CCB and BOS
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said that their banks are taking financial inclusion into strategic consideration. Almost
all of the respondents mentioned the positive measures in financial inclusion and

believed that it is necessary for banks to pay attention to this field.
- Moderately open

Deloitte (2019) points out that banks should selectively open up their banking business
according to their own conditions. Respondents also pointed out that some banks have a
limited focus on the development of open banking due to their geographical location
and resources. In addition, respondents said that customers most need banks for
traditional financial services, so banks do not need to introduce excessive other services.
This can be linked to the view of Cumps et al. (2019) that banks should not overdo the

service openness such as offering blood analysis.
- Small banks should pay more attention to loans and payment products

Previous literature indicates that private banks are concerned about loans and payments.
Respondents from the city commercial banks also stressed that they constantly optimize
the approval speed and interest rate of loans, and actively look for partners to provide
credit card payment concessions to more customers. This can also be linked to the
statement of Deloitte (2019) that in order to drive revenue growth, small banks should

focus on loans and payment products rather than deposit accounts.
- Customer-centric and personalized idea

Most interviewees mentioned that the functions of products and services of various
banks tend to be homogeneous, so banks need to segment customers and provide
differentiated and personalized services. BCG (2019) and Deloitte (2019) also point out
that in order to win on the new battlefield, the primary goal of the bank is to improve

the customer experience of all products, and to be customer-centric and personalized.
- Customer education

Sridhar (2019) indicates that banks should consider customer education, explain the
bank's data transfer mechanisms to customers so that customers can use the services
with confidence. Similarly, respondents mentioned that the launch of new services has
caused customers to distrust the network information security. In addition, LendlIt
Fintech (2018) points out that banks need to increase customer awareness by explaining

the benefits of open banking and the value it brings to customers.
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- Increase cooperation with TPPs

The cooperation that can be strengthened by banks mentioned by the interviewees can
be divided into three aspects according to the purpose of cooperation: product and
service innovation, strengthening risk management and control, and increasing
popularity. First of all, most respondents pointed out that now banks attach great
importance to service and technology innovation, and develop this aspect by
cooperating with fintech companies, such as establishing joint innovation laboratories.
Xin (2018) also points out that cooperation with fintech companies is a win-win
situation, through which banks have innovation, and technology companies can obtain
customers' trust. However, Cumps et al. (2019) mention that because of the increasing
number of fintech startups and the high expected failure rate, banks need to find the
right fintech players to work with. Second, respondents said that banks can strengthen
their risk prevention and control capabilities through cooperation with technology
companies. In this regard, Deloitte (2019) mentions that banks should consider the
introduction of new technologies to achieve better risk management. Third, respondents
mentioned that banks are pursuing cooperation with brand companies to acquire more
customers, especially small banks should pursue such cooperation. In addition, Marous
et al. (2017) indicate that establishing cooperative relations with TPPs and redesigning

the distribution model is also beneficial for banks to provide personalized services.
- Optimization of API and other technologies

It is pointed out that banks should strengthen the convenience, security and stability of
technical means such as SDK, API and APP, and expand the breadth and depth of the
use of science and technology (Zhou, 2019). Respondents also said that they are
studying and using different SDK methods to output services. In addition, BCG (2018)
and LendIt Fintech (2018) consider that banks can attract developers by strengthening
their API portfolio, to successfully build a strong developer ecosystem and extend and

embed banking capabilities innovatively to a variety of systems and services.
- Ensuring cybersecurity

Deloitte (2019) mentions that banks can use technology to manage risks and design
security processes. The interviewees also mentioned that banks can build a network
security threat situational awareness platform based on the existing technologies, and

design the prevention and control process through the relevant departments.
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To show the core recommendations of this part more clearly, the author divides the

measures proposed above into three parts according to the dimension of strategic

selection, as shown in table 4 below.

Table 5: Recommendations on open banking measures

Recommanded

measurcs

) ) Customer ] )
Product dimension _ . Ecosystem dimension
dimension
Providing Increase cooperation

Opening and improving

inclusive financial

products and
services with

customer-centric

with TPPs for product
and service innovation,

strengthening risk

products and services. and management and
personalized control, and increasing
idea. popularity.
Moderately open product
according to own
conditions. Also avoid Focus on Optimization of API
providing excessive customer and other technologies.
education which

products and services

beyond banking.

Smaller banks should
pay more attention to
loans and payment

products.

mainly explain

the security and

benefits of open
banking to

customers.

Ensuring cybersecurity,
such as use technology
to manage risks and
design security

Processes.
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CHAPTER 6: An ethical review of open banking strategy

This chapter will discuss the ethical dimensions of the deployment of open banking

strategies. First, the definition of understanding ethics is given:

“Ethics is the study of morality, which examines the significance and objectives and
establishes moral norms moral evaluation criteria. Key terms include ethical morality,
kindness, conscientiousness, evil, freedom, happiness, love and virtue.” (Bozovi¢, 2007,

as cited in Fetiniuc & Luchian, 2014, p. 92)

“Ethics is concerned with the study of morality and the application of reason to
elucidate specific rules and principles that determine morally acceptablr courses of

action.” (Crane et al., 2019, p. 8)

In order to better explain the morality mentioned in the above concept, Crane et al.

(2019, p. 8) also give the concept of morality:

“Morality is concerned with the norms, values, and beliefs embedded in social

processes which define right and wrong for an individual or a community.”

Since the research problem of this thesis is from the perspective of banks, it is necessary

to know what the ethics of the banking industry is and to link it with open banking.

Massotte (2017) explains the ethical dimension of banking from the perspective of the
nature and behavior of banks. He notes that banks provide a wide range of services,
including managing customers’ money and making loans to eligible borrowers.
However, not everyone can use these services. Because the primary goal of a bank is to
make money. As the previous respondents said, a bank as a commercial bank needs to
create value, so banks try not to pick up customers with bad credit histories who could
cost them a lot of money. In addition, Massotte (2017) indicates that banks may also be
reluctant to provide services in low-income communities or lend to local eco-friendly
communities. He pointed out that financial organizations work for themselves first and
foremost, regardless of the general interest. While the goal not create an economic crisis,

there is a balance that is not respected and a social ethic.

Fetiniuc and Luchian (2014) indicate that banking ethics is a system of rules and
standards of conduct for banking institutions and their staff. It can be divided into

internal and external. (Fetiniuc & Luchian, 2014; Gallagher, 2019)
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Fetiniuc and Luchian (2014, p. 92) consider that “internal banking ethics contains rules
of conduct between bank managers, shareholders and employees.” Gallagher (2019)
further explains that internal ethics is related to the well-being of employees, the
satisfaction of employees and customers, unions, gender equality, racial representation,
and bank environmental standing. This type of ethics is designed to create a favorable
psychological climate and cultivation of the spirit of cooperation in the banks, avoiding
and resolving internal conflicts and prevent domestic bank fraud (Fetiniuc & Luchian,
2014). Therefore, banks should also consider the internal ethics of the company when
deploying an open banking strategy, such as whether the time limit set by the new
strategy has a negative impact on employee satisfaction, and whether the production
process of new products is environmentally friendly. In addition, Gallagher (2019)
points to the potential combined benefits of banks shifting to more environmentally

friendly practices.

External banking governs the conduct of bank managers and employees and banking
representatives. It aims to create a positive image of banking institutions, promote
cooperation and avoid and resolve external conflicts within the bank (Fetiniuc &
Luchian, 2014). Gallagher (2019) points out that external banking ethics concerns the
business practices of banks, such as whether their products are used unethically. As this
author presented earlier, the characteristic of open banking is to share customer data
with TPPs. Based on this, the openness of data makes relevant external ethics need to
be carefully considered. UK Finance & KPMG (2019) stress that the ethical use of data
has become a growing area of concern for politicians. Using data for this purpose
requires banks to diligently comply with laws and regulations, including confidentiality,

broader privacy rules and data protection.

Therefore, ethics is related to the theme of this thesis. It is necessary for banks to
consider issues related to ethics when deploying open banking strategies, not only from
the internal ethics of the bank, but also from the external ethics, especially in the use of

data.
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CHAPTER 7: General Conclusion

7.1. Study summary

The main purpose of this thesis is to explore how Chinese banks should deploy open
banking strategy. This study provides opportunities and challenges faced by open
banking in China, and gives suggestions on the strategic options and measures of

Chinese banks in the open banking strategy based on the current practice of the banks.

First, through the literature review, this author understood the definition, influencing
factors, and opportunities and challenges of open banking and selected the strategic
option framework to analyze the current open banking strategies and measures of
Chinese banks and summarized relative suggestions. Then, this author conducted
interviews with eleven professionals working in five Chinese banks to get more
information. Finally, this author combined these results with the literature to obtain a

comprehensive result.

Through the research, this author believes that open banking is a platform business
model centering on improving customer experience, using API technology, SDK and
other technologies to share information, products, services and other functions with
third-party providers. There are four influencing factors for banks to achieve such
openness from a macro perspective: customer behavior and expectation, competition,
technology and regulation. However, this author finds that the development of open
banking in China is mainly influenced by customer behaviors and expectation, as well
as competition. Moreover, China has few regulations for open banking. In terms of
open banking strategy, this author suggests that banks should consider the level of
openness in product, customer and ecosystem according to the situation of their own
banks. Nowadays, most Chinese banks' openness in products, customers and
ecosystems covers all levels of the strategic option framework, while some city
commercial banks and private banks pay more attention to the openness of banking
business, considering bank-customer-centric customer journeys and focusing on
exporting their services to third-party platforms. For open banking, the opportunities
come from the development of technology, the increase in the number of customers and
the introduction of data and official API standard for the first time. The challenges
mainly come from the competition in the same industry and the threat of Libra, the risk
of network security, the quality of TPPs and the adaptability of customers. Based on
these findings, this author answers the core question of this thesis and gives the final
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conclusion: Chinese banks should consider three dimensions of product, customer and
ecosystem when deploying open banking strategy. Capable national banks can
moderately open up all products even beyond banking, while smaller banks with
restricted resource and capability can mainly open up banking products such as deposit
and lending, and then consider “financial service” and “beyond banking” according to
their own conditions. On the customer side, banks should consider to focus on the
customer journey and strive to provide integrated experiences for customers anytime
and anywhere. In terms of the ecosystem, it would be better for banks to both export
services to platforms of TPPs and import other services to own platforms. In addition,
well-known banks can pursue to build a general-purpose platform, while other banks
should mainly focus on obtaining more customers through the way of
Banking-as-a-Service. In terms of further measures of open banking, this author
suggests that banks provide and optimize inclusive financial products and services, and
moderately provide diversified third-party products. On the customer side, banks can
focus on more customer journeys, introduce the security and benefits of open banking
to customers, and provide personalized experiences. In terms of ecosystem, banks can
increase and strengthen third-party cooperation to gain benefits in innovation, risk
prevention and control and the number of customers, optimize API and other

technologies, and ensure network security.

Finally, this research believes that driven by the open bank, the bank of the future in

China will provide diversified and all-round services and become a ubiquitous bank.

7.2. Theoretical implications

This author finds that the existing theoretical literature on open banking strategy is
lacking. Based on the existing literature and the views of professionals, this thesis
provides views and suggestions on the open banking strategy applicable to the Chinese

context.

This thesis has a clearer understanding of the similarities and differences in the
international and Chinese definitions of open banking. This author also introduces the
factors that influence the development of open banking in China, and point out that
among these factors, customer behavior and expectation and competition, have a greater
impact. Then, this author selected a relative framework to discuss how Chinese banks
choose to be open in different dimensions at the strategic level, discussed the

opportunities and challenges and gives suggestions on relevant strategies and measures.
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Specifically, this thesis provides a comprehensive understanding of open banking and

relative strategy, and lay a foundation for further study.

7.3. Managerial implications

The aim of this study is to understand how Chinese banks should deploy an open
banking strategy. The final conclusions contain recommendations that are broadly

applicable, and also for banks in different situations for more managers.

This author indicates that the understanding of literature and professionals on open
banking includes the customer-centric idea and important influencing factors are
customer behavior and expectation, and competition. This means that bank managers
should pay more attention to customers and consider the relationship with third parties.
Also, this research shows managers the opportunities and challenges they now face in

deploying an open banking strategy and proposes suggestions.

7.4. Limitations

The first limitation is the literature review. As mentioned before, the literature on open
banking is limited. In this thesis, not every research aspect can be supported by many
literature views. The second limitation is in interviews. The interviewees interviewed
are not the top executive, so they may not be able to give a detailed point on the bank's
open banking strategic deployment. In addition, this author did not find any
interviewees from private banks, so their information is from other interviewees and
literature. Finally, due to the nature of the research, the interviews were conducted in
Chinese and the translation may cause misunderstanding of the interviewees' opinions

and thoughts.

7.5. Suggestions for further research

First, we give factors that influence China's open banking, but do not specifically
discuss the detailed effects. So subsequent studies can further discuss the influence of
these factors. Secondly, this thesis gives suggestions on the deployment of an open
banking strategy. Follow-up studies can discuss the impact of open banking strategy on
bank performance. Finally, due to the nature of data sharing in open banking, the ethical
use of data catch more attention for customers and politicians. Therefore, the following

research can be conducted from the ethical perspective of data use in open banking.

70



Appendices
Appendix n. 1: Interview guide

Part 1: Introduction

Hello, first of all, I want to thank you for taking the time to discuss the open banking

and open banking strategy with me.

As I have said, I am a student of management science at University of Li¢ge. The
purpose of this interview is to discuss with you the definition of open banking, the
external influencing factors, the implementation status of open banking strategy,

opportunities and challenges, and measure suggestions.

I want to emphasize that there is no right or wrong. My goal is to have an open
discussion about what you, as a professional, think about open banking and open

banking strategy.

Then, I would like to remind you that since my thesis is public, your name and the
name of the branch and sub-branch of the specific bank you work for will be protected.
They will not be mentioned at any time in my thesis. However, your current profession
and the name of the bank you work for may be mentioned. In this context, I would like
to ask if you would allow me to record this interview? May I know your current

profession?

Do you have any questions before we begin? Please feel free to interrupt me and ask

questions if you have any questions.

Part 2: Ice breaking questions
1. Do you remember the first time you heard about open bank?

2. What is the influence of open banking on your job?

Part 3: Heart of the interview
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1. How do you define the open banking?

2. In your opinion, what are the external influencing factors towards the open banking

and open banking strategy?
2.1. Which factor you think is the most important one?

2.2. Have you heard of the Standard of the Application Program Interface
Management Specification for Commercial Banks (JR/T 0185-2020) just released by
the People's Bank of China this year?

2.2.1. From your point of view, what is the impact of this new regulation?
3. Which bank (or banks) are leading in the current field of open banking?
4. What do you know about your bank's current open banking strategy?

4.1. To what extent does the strategy make your bank open in the three dimensions of

product, customer, and ecosystem?

4. 2. In your opinion, what will be the next domain to further open? (investments,

insurance products, etc.)
4.3. What are the measures of your bank according to this strategy?
4.4. What data has your bank opened up?
4.5. Does your bank have an open banking strategy outside China?
5. What do you think are the opportunities and challenges in open banking?
5.1. What opportunities and challenges do you think are most important?
6. Is your bank responding to these opportunities and challenges?

6.1. What are the countermeasures for your bank to deal with those opportunities and

challenges?

6.2. What measures do you think banks may or should take in the future?
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Part 4: Conclusion

1. In your opinion, driven by open banking, what is the future of banking sector?

That's the end of the interview. Thank you very much for your time and your reply.

They will be of great help to my thesis.
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Appendix n. 2: Transcripts of the interviews

The following transcripts are presented in alphabetical order.
These are the meanings of the symbols used:

I: Interviewer

R: Respondent

[...]: Removed data (mainly for anonymity purposes)

Interview n. 1: Aiden

Duration of the interview: 82 minutes.

Bank that work in: Industrial and Commercial Bank of China.

Current profession: Manager of the Personal Banking Department.

The interview has been conducted by Tencent meeting conversation call.

L RAEL, [..]

R: [ 085 U SR BV 5 (141 e E m] R BT I AR IR o (E 2 e 32 22 AT
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Interview n. 2: Brandon

Duration of the interview: 52 minutes.

Bank that work in: Industrial and Commercial Bank of China.

Current profession: Product Manager in the Online Finance Department.
The interview has been conducted by Tencent meeting conversation call.
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Interview n. 3: Cora

Duration of the interview: 86 minutes.

Bank that work in: Industrial and Commercial Bank of China.

Current profession: Manager of the Channel Innovation Department.
The interview has been conducted by Tencent meeting conversation call.
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Interview n. 4: Dylan

Duration of the interview: 23 minutes.

Bank that work in: China Construction Bank.

Current profession: Employee in the Personal Banking Department.
The interview has been conducted by WeChat voice call.
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Interview n. 5: Eli

Duration of the interview: 36 minutes.

Bank that work in: China Construction Bank.

Current profession: Customer Manager (for Retail Business).
The interview has been conducted by WeChat voice call.
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Interview n. 6: Faith

Duration of the interview: 123 minutes.

Bank that work in: China Merchants Bank.

Current profession: Customer Manager (for Corporate Business).

The interview has been conducted by Tencent meeting conversation call.
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Interview n. 7: Grace

Duration of the interview: 40 minutes.

Bank that work in: China Merchants Bank.

Current profession: Customer Manager (for Corporate Business).

The interview has been conducted by Tencent meeting conversation call.
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Interview n. 8: Hazel

Duration of the interview: 24 minutes.

Bank that work in: Bank of Ningbo.

Current profession: Customer Manager (for Corporate Business).

The interview has been conducted by Tencent meeting conversation call.
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Interview n. 9: Isabella

Duration of the interview: 21 minutes.

Bank that work in: Bank of Ningbo.

Current profession: Customer Manager (for Retail Business).
The interview has been conducted by WeChat video call.
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Interview n. 10: Julia

e Duration of the interview: 87 minutes.
e Bank that work in: Bank of Shanghai.
e Current profession: Customer Manager (for Retail Business)..
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e The interview has been conducted by Tencent meeting conversation call.
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Interview n. 11: Kevin

Duration of the interview: 76 minutes.
Bank that work in: Bank of Shanghai.
Current profession: Manager of the Information Technology Department.
The interview has been conducted by Tencent meeting conversation call.
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Appendix n. 3: Data display grid

Interviewee (Assumed name):
Bank that work in:

Current profession:

The time first heard about open banking and its influence:

Core of the interview

Definition of open banking:

External influencing factors:

Current company strategy:

Relative measures:

Opportunities towards open banking:

Challenges towards open banking:

Countermeasures:

Conclusion

Future of the banking sector:

207




Appendix n. 4: Respondents data display

Interviewee (Assumed name): Aiden
Bank that work in: Industrial and Commercial Bank of China

Current profession: Manager of the Personal Banking Department

The time first heard about open banking and its influence:

Recently, the Shenzhen branch of ICBC has put forward the concept of borderless bank
to drive the implementation of branches, so his department needs to respond by adopting
a more open attitude and integrating services into these various online scenarios.

Core of the interview

Definition of open banking:

He did not understand the definition of an open banking, but he thinks the idea of the
borderless bank advocated by Shenzhen branch should be an idea of open banking. He
stressed that any customer that connected to the product and service of ICBC through
any online platform channel, is considered as a ICBC's customer.

External influencing factors:

Customer behavior. Since customers seldom come to offline outlets nowadays, the bank
needs to open branches and provide services to the various online Internet platforms.

Current company strategy:

Last year the president of the head office gave instruction of turning ICBC into a fintech
company. At the same time, ICBC are paying attention to the innovation of retail
finance business.

Relative measures:

Provide innovative financial services. Open up multiple platforms in its own channels
and provide diversified third-party services, including services beyond the banking
industry.
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Opportunities towards open banking:

Technology. 5G is an opportunity. Artificial intelligence, big data, cloud computing,
Internet of things and blockchain will be greatly accelerated with the push of 5G
technology.

Challenges towards open banking:

1. The technical capabilities of the partners are different, so there will be this problem in
technology docking.

2. As there is direct competition among major commercial banks, there is uncertainty in
the cooperation between ICBC and commercial platforms

3. The acceleration of technologies brought by 5G also comes with technological risks.

Countermeasures:

1. Complete basic functions and technical stability

2. Cooperate with more third parties

3. In terms of cooperation in providing new products and services, multiple debugging
and grayscale testing will be carefully carried out, and multiple check systems will be
set at the data level.

Conclusion

Future of the banking sector:

In the future, banks will reach more cooperation, reach more customers and provide
more convenience.

Interviewee (Assumed name): Brandon

Bank that work in: Industrial and Commercial Bank of China

Current profession: Product Manager in the Online Finance Department

The time first heard about open banking and its influence:

He hasn't heard much about the open banking, but he first learned about banks exporting
services through the API a decade ago. He is now in charge of the cooperation between
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ICBC and WeChat, such as the operation of ICBC miniprograms on WeChat.

Core of the interview

Definition of open banking:

Since he had never heard of the term open bank, he did not explain it clearly.

External influencing factors:

Technology and competition.The development of Internet payment in China. He also
notes that banks are being pushed by Internet companies.

Current company strategy:

E-ICBC 3.0 strategy. He emphasizes the concept of networked banking, that is, the bank
to achieve the Internet, to try to constantly absorb some of those customers on the
Internet.

Relative measures:

On WeChat, they gradually abandoned the API mode and instead provided services to
customers through WeChat applet in a modular, SDK-like way. In addition, before
providing payment services, the appelt interface of ICBC will be automatically evoked.
In this interface, the authorization will be given to the customer, which is to provide a
reason for the customer to return to the applet of ICBC to increase the contact points,
and then ICBC will attract the customer through operation, so as to find the flow again.

Opportunities towards open banking:

The development of the Internet. A lot of Internet companies will come up with a lot of
new things, and banks will follow their lead.

Challenges towards open banking:

In the payment field of Alipay and WeChat, he proposed that the competition was very
fierce before, but now the banks is turned to cooperation with them. In addition, he
thinks that Webank does not bring much competitive pressure to ICBC. Although
Webank is highly valued for its big data support from Tencent in lending, Webank lacks
the experience of traditional banks in risk control and management in other aspects.

Countermeasures:

Recently, the department has been working with Alipay and WeChat to launch a new
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service by adopting a modular mode that customers can bind bank cards without
entering a card number. After the customer chooses to tie card, Alipay and WeChat will
transfer the real-name information to the bank. Then bank will display all the bank cards
of the customer directly through a component, and then the customer can tie the card
directly.

Conclusion

Future of the banking sector:

The shenzhen branch of ICBC is putting into practice the idea of capturing customer
traffic through modular mode, which they see as useful for the bank in the future.

Interviewee (Assumed name): Cora

Bank that work in: Industrial and Commercial Bank of China

Current profession:

Manager of the Channel Innovation Department

The time first heard about open banking and its influence:

She heard the word one or two years ago, but this kind of model has been in practice in
ICBC since 2015. After the increasing trend of open banking, her department pays more
attention to the integration of online and offline channels

Core of the interview

Definition of open banking:

Banks open service with customer-oriented idea, and reach win-win cooperation with
third parties. Through building an open ecosystem, banks can provide customers with
ubiquitous and intelligent services and gain customers from more channels.

External influencing factors:

Customer demand and competition. She believes that customer demand is the most
important factor nowadays, with customer demand of less transfer cost, the way to
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obtain products and services anytime and anywhere, and higher experience.

Current company strategy:

E-ICBC 3.0 strategy: promote innovative services for all customers, all channels and all
products, conform to the development of the Internet, focus on building a smart bank,
pay attention to accelerating the construction of the Internet financial ecosystem, and
accelerate the innovation in financial technology.

Relative measures:

For the government's livelihood, Internet platform, consumer finance and other hot
scene, ICBC provides partners with customers "financial + non-financial" one-stop
comprehensive services.

ICBC has built a smart banking ecosystem (ECOS), which seamlessly integrates
financial products such as payment, financing, financial management and investment
into the scenes of people's livelihood consumption and enterprise production, such as
education, medical care, travel and government affairs, so as to make financial services
as convenient as water and electricity.

Opportunities towards open banking:

The state is promoting the construction of government service platforms and smart
cities. Banks can cooperate with the government more to assist the government in social
services and governance, and then gain the opportunity to connect with new customers
and maintain the connection.

Challenges towards open banking:

1. The challenge of new technology.
2. Competition.
3. External input risk, information leakage risk, network security.

Countermeasures:

1.Use technology to build a smart bank.
2. Introduce resources from outside to our own channel application.

3. Focus on providing customized products and services.
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Conclusion

Future of the banking sector:

Banking services will be ubiquitous in the future.

Interviewee (Assumed name): Dylan

Bank that work in: China Construction Bank

Current profession: Employee in the Personal Banking Department

The time first heard about open banking and its influence:

Their department is now operate the applet “CCB To Home” on the WeChat platform,
which related to the concept of unbounded bank.

Core of the interview

Definition of open banking:

He has never heard of the term open bank, but he believes that the unbounded bank idea
launched by CCB shenzhen branch is similar to open banking in order to give customers
the feeling and experience of ubiquitous banking services.

External influencing factors:

Customer demand is the main factor. There is also the factor of technical support and
bank eager for expanding the market.

Current company strategy:

"TOP+" Fintech strategy. Make use of technology to achieve service opening and
improve platform ecology.

Relative measures:

He mainly mentioned the construction of the “CCB To Home” applet on WeChat
platform by CCB shenzhen branch. This should be the first attempt of a bank to provide
door-to-door service on a third-party platform. Through the establishment of “CCB To
Home” applet on the WeChat platform, CCB can provide the application and
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door-to-door delivery service including social security card, deposit card, bank
statement printing, etc.

Opportunities towards open banking:

He noted that 5G technology would boost the Internet, though it would have no
immediate impact on banking.

Challenges towards open banking:

There are a lot of access providers, so there is a problem that a certain link is attacked,
resulting in a small range of losses.

After the launch of some new service, customers sometimes doubt the privacy
protection of the service, and older people will not adapt to the new online service
process.

Countermeasures:

Upgrade the prevention and control plan and close the current overseas visits to CCB's
applet on WeChat.

Conclusion

Future of the banking sector:

The bank will gradually become an integrated service platform.

Interviewee (Assumed name): Eli

Bank that work in: China Construction Bank

Current profession: Customer Manager (for Retail Business)

The time first heard about open banking and its influence:

He heard that CCB launched an open banking management platform in 2018. Later, they
paid more attention to promotion of the bank's mobile APP, and customer registration
became an indicator for them.
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Core of the interview

Definition of open banking:

Use technology to create a financial ecosystem that covers a wide range of scenarios.

External influencing factors:

His main focus is on customer demands and technology. But he agrees that there is alao
a facotr of competition.

Current company strategy:

"TOP+" fintech strategy.

1. Research and innovate technology to optimize financial services.

2. Open capacity, export services, and create an ecosystem of win-win cooperation.
3. Explore the customer acquisition mode of the platform

4. Create a culture of innovation.

Relative measures:

1. Cooperative innovation. Last year, CCB teamed up with Tencent to set up the fintech
joint innovation lab.

2. In 2018, CCB established an open banking platform, opened 8 categories of
interfaces, opened export accounts, made payment and settlement, and provided
investment and financial services.

3. Continuously build platforms, such as housing rental platform, smart community
platform and smart politics and law platform, and introduce merchants and local
government institutions to settle in.

Opportunities towards open banking:

Technology. In the future, 5G and artificial intelligence will be better combined, and big
data will bring more personalized service experience to customers.

Challenges towards open banking:

Cyber security risk.
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Countermeasures:

Strengthen control and sign agreements with third parties.

Conclusion

Future of the banking sector:

Future banking services will be diversified and comprehensive, but still focus on
traditional core business.

Interviewee (Assumed name): Faith

Bank that work in: China Merchants Bank

Current profession: Customer Manager (for Corporate Business)

The time first heard about open banking and its influence:

She doesn't know the word open bank. However, in the cooperation and opening, she
mentioned that now they have many sources of customers. Now the public business is
embedded in the management system of the property company, so the enterprise can
apply for a bank loan through the property platform to communicate with the customer
manager like her.

Core of the interview

Definition of open banking:

She doesn't identify.

External influencing factors:

Competition, mainly with Tencent and Alibaba.

Current company strategy:

Retail finance 3.0 strategy, accelerate the digital transformation of each retail business
line, strengthen the delivery of online service platform, replace cards with APP, and
build a rich APP scene ecology through co-construction and symbiosis with partners.
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CMB is positioning itself as a fintech bank, driven by big data and aiming for the best
customer experience.

The idea of CMB is “change because of you”, that is, to take the customer as the center.

Relative measures:

Share information with the public security system, and work with technology companies
to provide face recognition services for customers.

The 8.0 version of China Merchants Bank App was launched at the end of 2019, which
is the most important platform for CMB digital transformation. The new features
include open login, support for WeChat or Apple ID login, and open bookkeeping,
providing customers with cash flow management, helping customers to record any
account payment and receipt, in one App.

Build Open API platform to output account system, payment function and other
financial services.

Opportunities towards open banking:

People's awareness of buying insurance is an opportunity for bank insurance products.

Challenges towards open banking:

Network security problem.

Countermeasures:

Strengthen internal risk prevention and control procedures.

Conclusion

Future of the banking sector:

In the future, banks will reach more cooperation, and the small ecology will gradually
form a richer big ecology. Each bank will not fight alone, but will build its own
ecosystem together with its partners.
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Interviewee (Assumed name): Grace

Bank that work in: China Merchants Bank

Current profession: Customer Manager (for Corporate Business)

The time first heard about open banking and its influence:

She thinks that open banking has little influence on the public business of the bank.

Core of the interview

Definition of open banking:

She doesn't identify.

External influencing factors:

In her opinion, most banks are passive. Due to the Competition, they have to make a
strategic adjustment after being eroded by technology and financial companies. Of
course, there are also banks that take the initiative to lead the trend to open banking in
order to meet customer demand and expand market share.

Customer demand of the minimum number of mobile applications and online platforms
to meet basic needs.

Current company strategy:

She thinks that China merchants bank did not put forward an open banking strategy in
the corporate business, but put forward a retail finance 3.0 strategy in the retail business.

Relative measures:

She proposed that the bank would connect directly with corporate customers through the
API interface for corporate business, but there was no third party access, so it was not
considered as a measure to open the bank. But she considers that there will be a trend in
the future for Banks to open up to the public sector.

Opportunities towards open banking:

Technology. But she doesn't think banks will develop the competitive advantage of this
technology, which will be developed by tech finance companies, with which Banks will
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partner to provide better services..

Challenges towards open banking:

Network security.

Competition. She highlights the competition in Facebook Libra, which she thinks has
the potential to build a financial system beyond the Banks.

Countermeasures:

Strengthen the bank's internal risk control technology by investing in technology
companies.

Work with fintech companies and technology companies.

Conclusion

Future of the banking sector:

Banks and fintech firms are co-operating.

Interviewee (Assumed name): Hazel
Bank that work in: Bank of Ningbo

Current profession: Customer Manager (for Corporate Business)

The time first heard about open banking and its influence:

The exact time is not clear, but the bank has been making apps to provide diversified
services since a long time ago.

Core of the interview

Definition of open banking:

She was not familiar with the term open banking, but after this author explained it to
her, she thought it was a model that every major bank should follow.
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External influencing factors:

Technology and customer habits. The hardware and software are in place, and customers
have embraced the online model.

Current company strategy:

For small and medium-sized enterprises, BON takes fintech as the strategic focus,
focuses on customers and serving different customer groups.

Relative measures:

She knows a lot about the corporate business. She proposed that BON has "four butlers
plus one treasure" supported by financial technology, which are respectively responsible
for connecting with the government platform, foreign exchange settlement and sale
business, bill discount business, bank-enterprise direct connection, and payment system.

Opportunities towards open banking:

She didn't bring up the opportunity. But she didn't think that 5G will do much for
banking at the moment.

Challenges towards open banking:

Network security problem. But she focused on cyber security within companies, such as
insider collusion.

Countermeasures:

BON has supervision and security departments, and joint system.

Conclusion

Future of the banking sector:

In the future, services will be more online, and an APP will solve almost all the
customer requirement.

Interviewee (Assumed name): Isabella

Bank that work in: Bank of Ningbo
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Current profession: Customer Manager (for Retail Business)

The time first heard about open banking and its influence:

Because BON saw that consumer financial services in the CMB APP developed
particularly well, BON also deployed more online retail business and began to cooperate
with a lot of TPPs.

Core of the interview

Definition of open banking:

She was not familiar with the specific definition of open banking.

External influencing factors:

Customer demands, technology, competition.

Current company strategy:

Big retail strategy. Business focus of BON shifted from lending to retail consumption.
BON increases investment in the field of fintech and introduces more Internet financial
services to expand the customer base (original target customers are mainly civil
servants, and now it expands to enterprises and advanced education, etc.)

Relative measures:

The main focus is on exporting services. For example, BON is cooperating with Tencent
this year to provide the co-branded credit card application on WeChat platform. The
card can be used on the same day at the soonest.

Opportunities towards open banking:

Retail business can bring more customers and profits to banks.

Challenges towards open banking:

She made no mention of external challenges. However, she mentioned that BON is not
competitive in loans, because loans are still the main profitable business of BON ,
resulting in the higher loan interest rate than that of state-owned banks.

Countermeasures:

Improve service efficiency and customer experience, such as the rapid approval of credit
loans of BON.
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Conclusion

Future of the banking sector:

Offering a wider range of services is the future of banking.

Interviewee (Assumed name): Julia

Bank that work in: Bank of Shanghai

Current profession: Customer Manager (for Retail Business)

The time first heard about open banking and its influence:

She heard the word open bank in the last year.She thinks open banking help her to guide
customers to handle business faster with mobile banking apps.

Core of the interview

Definition of open banking:

Banks focus on cooperation to build the platform, and cooperate with third parties
through API and other technologies to enable featured financial products and services to
its own and other platforms with rich traffic and scenarios.

External influencing factors:

Customer expectation, technology and competition. She highlights the competition that
it is very fierce, not only among peers, but also with insurance companies, brokerages
and technology companies such as Tencent and Alibaba.

Current company strategy:

"Boutique bank" strategy. Give priority to mobile channel, increase the proportion of
online services, and build an open, interactive, data-driven online marketing service

platform. In addition, it will attach more importance to fintech innovation, set fintech
driving innovation as the core idea, use technologies such as artificial intelligence and
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big data to focus on improving customer acquisition ability.

Relative measures:

With customer-centric idea, the bank of Shanghai has embedded financial services into
more Internet scenarios to improve its service capabilities to end customers and achieve
a win-win business ecology.

Opportunities towards open banking:

Technology can improve the customer experience and allow banks to experiment with
new service innovations.

Challenges towards open banking:

The main challenge is the competition, the competition is really too big.

Countermeasures:

1. Pay attention to fintech innovation, take fintech driven innovation as the core idea,
apply artificial intelligence and big data technology, and focus on improving customer
acquisition ability.

2. Compared with big banks, it provides customer with higher returns on financial
products and lower rate on loan.

3. Cooperate with and export bank services to more third-party well-known platforms
which have more customers.

Conclusion

Future of the banking sector:

More services will move online, but some processes will have to be done offline
because of regulatory requirements.

Interviewee (Assumed name): Kevin
Bank that work in: Bank of Shanghai

Current profession: Manager of the Information Technology Department
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The time first heard about open banking and its influence:

He believes that after the popularity of the open banking model, their research and
development direction began to shift more to the online related service interface
development and related network maintenance.

Core of the interview

Definition of open banking:

He has heard the term open bank but does not know the definition, but he believes that
the core idea of open bank is cooperation and information sharing.

External influencing factors:

He believes that the open banking model is mainly due to competition.But there is also a
change in technology and customer habits.

Current company strategy:

Boutique bank strategy. Starting from the third three-year plan in 2018, BOS is
positioned itself as an online financial service provider, with retail financial business as
the top priority and a mobile-first channel strategy. BOS focuses on the core needs of
customers, pays attention to personalized and intelligent operation, promotes the
connection of some high-frequency financial and life scenarios, and improve the
proportion of online services. BOS focuses on inclusive finance and supply chain
finance in the corporate business. In the future, BOS will improve the risk control and
fine management, and make the mobile channel the main channel for customers.

Relative measures:

Actively cooperate with high quality Internet platform to strengthen customer drainage.
Focus on fintech investment and increase it at a rate of nearly 30% each year.

Attach importance to the application of big data. Based on big data to build a
customer-centric and personalized customer marketing and service system. In addition,
BOS improves real-time risk control capacity construction based on big data.

Set up supply chain finance department to manage supply chain financial products and
promote business development.
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Opportunities towards open banking:

5G technology will bring new products and services, improve customer experience and
improve network bandwidth latency. But he also notes that banks are conservative, and
unless some are particularly forward-looking and aggressive, these new products and
services are likely to be mostly launched by fintech companies first and then considered
by banks to follow suit.

Driven by technology, remote video, face recognition, VR, AR, electronic license and
other financial technology applications will be more abundant in the future. Customers
may conduct online remote signing, account opening approval and other important
transaction operations requiring double recording.

During the pandemic, customers have more demand for "zero contact" financial
services, which will promote the innovation of digital services for banks and increase
the number of customers through online channels.

Challenges towards open banking:

Competition with other banks. He pointed out that other big banks have more resources
and more investment in technology, putting greater pressure on BOS.

He also pointed out that 5G could bring new competitors, such as Tiktok and kwai,
which could launch financial products and services in the future.

Cyber security risk.

Countermeasures:

He mainly mentioned that in the face of network security, BOS has been building a
network security threat situational awareness platform in the past two years to improve
the comprehensive capability of information security defense and improve the security
monitoring and defense system against known and unknown threats.

Conclusion

Future of the banking sector:

In the future, the bank will become a ubiquitous bank, embedded in the whole
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production and life of customers, and provide more services behind the scenes.
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Executive summary

Today, most Chinese people use mobile phones, driving the country's rapid growth in
fintech. At the same time, Chinese big-tech companies with strong ecosystems attract
more customers, which puts large pressure on traditional financial services. As a result,
the principle of open banking is being quickly adopted and implemented by banks.
Although the development of open banking in China is still at an early stage, 65% of
Chinese commercial banks have established open banking platforms to carry out
in-depth cooperation with their partners. In addition, in February 2020, the People's
Bank of China just proposed the regulation for the safety management of application

program interfaces, which are conducive to the healthy development of open banking.

In this context, this research studies the definition, influencing factors and strategic
framework of open banking, as well as the existing open banking strategies and
measures of Chinese banks, combined with current opportunities and challenges, to

finally give suggestions on how Chinese banks deploy the open banking strategy.

This study first establishes the literature review of the theoretical background. Then, 11
professionals from two state-owned commercial banks and three joint-stock commercial
banks in China are interviewed, so that this author could have a deeper understanding of
the relative situation and practices in China, which prompt the output of the final

comprehensive result.

This research suggests that Chinese banks should consider selecting the appropriate
level of openness on the three dimensions of product, customer and ecosystem when
deploying the open banking strategy. All banks should focus on providing integrated
experience in customer-centric ways. Capable national banks can build general-purpose
platforms to open up products and services in all fields, and smaller banks can focus on
the openness of banking services and export these services to third-party platforms. In
terms of further measures, banks are suggested to provide and optimize inclusive
financial products and services, moderately provide diversified third-party products,
focus on more customer journeys, introduce the security and benefits of open banking
to customers, provide personalized experiences, strengthen third-party cooperation to
gain benefit from innovation, risk prevention and control and the number of customers,

optimize API and other technologies, and ensure network security.

Keywords: Open banking, Chinese banks, open banking strategy.
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