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[bookmark: _Toc133912032]Executive summary
This report examines how HSBC Bank implemented a CRM model during the COVID-19 pandemic to maintain customer relationships. The report includes a SWOT analysis that highlights the strengths, weaknesses, opportunities, and threats facing the bank. A PESTEL analysis was conducted to identify the political, economic, social, technological, environmental, and legal factors affecting the bank. The report concludes that HSBC Bank's implementation of a CRM model helped to increase customer engagement, but challenges and opportunities exist that need to be addressed for long-term success. The SWOT and PESTEL analyses provide valuable insights for the bank's management to make informed decisions regarding the future direction of the company. The purpose of this report is to look into the effects of internal and external factors (including COVID-19) on HSBC customer relationships, management, and quality processes. The COVID-19 pandemic has had a significant impact on businesses worldwide, forcing many to change their strategies in order to survive and thrive in the new reality. Some recommendations how HSBC can improve their customer engagement.
[bookmark: _Toc133912033]1.Introduction

Importance of Quality Processes and Customer Relationship Management
Customer relationship management (CRM) and quality processes are two critical components for any business's success. Quality processes are the activities and techniques used to ensure that a company's products or services meet or exceed the expectations of its customers. CRM, on the other hand, refers to business strategies and tools for managing customer interactions and improving customer satisfaction.	(P Kotler, 2016)
The significance of quality processes stems from the fact that customers expect high-quality products and services that meet their needs and expectations. Businesses can increase customer satisfaction and loyalty by implementing quality processes. Quality processes also assist businesses in identifying and addressing any issues or defects that may arise, thereby improving the overall quality of their products or services and lowering costs associated with product recalls or warranty claims. (Roland T. Rust, 1995) CRM is also important because it assists businesses in developing strong relationships with their customers. Businesses can tailor their products or services to meet their customers' needs and preferences by understanding their customers' needs and preferences. CRM also assists businesses in anticipating and addressing customer concerns or issues before they become issues, thereby increasing customer satisfaction and loyalty. (Frow, 2015)
Overall, quality processes and CRM are key ingredients  for any company looking to succeed in today's competitive marketplace. Companies that focus on these areas can improve their products and services, build stronger relationships with their customers, and ultimately increase sales and profitability. (LUND, 2023)
Some companies like HSBC focus on Improving operational efficiency: Quality processes assist HSBC in identifying and correcting any issues or defects in its products or services, thereby improving operational efficiency and lowering costs associated with product recalls or warranty claims. Similarly, by utilising customer relationship management tools, HSBC can streamline its interactions with customers, increasing efficiency while decreasing costs associated with customer acquisition and retention. (Noel Quinn, 2023)

Report Outline 
I will analyse HSBC external environment and internal business environment using PESTEL model and SWOT analyse measuring the impact of CRM.
After analysing various CRM models, this paper intends to investigate the most effective approach for HSBC to manage its CRM problem by utilising the IDIC model. The study will look at the challenges and potential benefits of the IDIC model in addressing HSBC's CRM problem in four steps, as well as analyse relevant evidence to back up the claim. Furthermore, this paper will investigate the utility of artificial intelligence (AI) and marketing theories such as the 7P's (product, place, price, promotion, people, process, and physical evidence) and the communication mix in the CRM model implementation. The study will look into the challenges and benefits of using the IDIC model, as well as provide recommendations based on the IDIC model's implementation that can help HSBC.
[bookmark: _Toc133912034]2. Company Context (Background Internal and External Environmental Analysis )
Background on HSBC
HSBC, also known as the Hongkong and Shanghai Banking Corporation, is one of the world's largest banking and financial services conglomerates. Sir Thomas Sutherland, a Scottish businessman, founded it in 1865 in Hong Kong and Shanghai, China. Founded to finance trade between Europe and Asia, the bank has since grown to operate in over 60 countries and territories worldwide. (Group, 2023) HSBC offers a wide range of financial products and services to its customers, including commercial banking, investment banking, wealth management, and insurance. The bank's customer base includes individuals, small businesses, corporations, and governments. HSBC has faced a number of challenges and controversies over the years, including allegations of money laundering and tax evasion. However, the bank has addressed these issues by working to improve its reputation and strengthen its compliance and risk management systems. (HSBC, 2023)
HSBC's CRM system was critical in assisting the bank in adapting to the new normal and supporting its customers during the pandemic. Thanks to the system, HSBC was able to communicate with its customers via digital channels, provide personalised support, and provide remote banking services. HSBC's CRM system also assisted the bank in managing an increase in demand for online and mobile banking services during the pandemic. Using the CRM system, HSBC could quickly identify and respond to customer needs, such as providing information on financial assistance programmes or extending payment deadlines. (HSBC, 2023)
Many banks, including HSBC, had to quickly adapt to changing customer needs and behaviours during the pandemic. To meet the increased demand for remote banking services, HSBC improved their products and services by offering more digital solutions and improving their online and mobile banking capabilities. This included introducing new features like contactless payments and online account opening, as well as expanding their mobile banking app to include new features like video banking. (HSBC, 2023) 
HSBC updated their CRM strategies to provide more personalised customer experiences, despite the limitations of remote interactions. Using data analytics and machine learning to gain insights into customer behaviour and preferences, as well as providing tailored product and service recommendations, was part of this. HSBC also increased communication with customers through various channels, such as email and social media, to keep them up to date on service changes, new products, and financial relief options. (Martin, 2020)

Internal Factors that Influence Quality System

SWOT Analysis 

Strengths 
HSBC has a strong global presence in more than 60 countries, which provides the bank with a large customer base from which to collect customer data and insights for its CRM strategy, which enables personalised customer interactions across multiple channels. Furthermore, the company uses artificial intelligence and data analytics to predict customer behaviour and improve the customer experience. Personal banking, business banking, investment services, international banking, insurance, and digital banking are among the many banking products and services available. It is critical for HSBC to maintain the brand's reputation and to build trust among customers.
Weaknesses 
Because of the complexities of HSBC's operations in multiple markets, implementing a consistent CRM strategy across all regions can be difficult. This is a weakness because it can lead to inconsistent customer service and impede the company's ability to develop a strong and unified brand image. Several high-profile scandals have harmed the bank's reputation in recent years, potentially undermining customer trust and loyalty. These scandals not only harmed the bank's reputation, but they also resulted in substantial financial penalties, which may limit the bank's ability to invest in its CRM strategy and improve customer service. Because HSBC relies on legacy technology systems, implementing more advanced CRM solutions may be difficult. Legacy systems are frequently outdated and difficult to integrate with modern technology, limiting the bank's capabilities.

Opportunities
By investing in advanced CRM solutions that collect and analyse customer data from these channels, HSBC can gain insights into customer behaviour and preferences. This data can be used to tailor marketing and sales efforts, improve product and service design, and streamline customer support processes, all of which can help a company's revenue stream grow. 
The increasing use of artificial intelligence and machine learning in the financial services industry presents opportunities for HSBC to enhance its customer data analytics capabilities. Using AI and ML, HSBC can collect and analyse massive amounts of customer data in real time, allowing them to identify patterns and trends that would be difficult or impossible to identify manually. (Boteju, 2022)
The bank's global presence enables it to provide tailored solutions to international customers by leveraging its expertise in cross-border banking. This knowledge enables HSBC to offer a wide range of banking products and services tailored to the needs of international customers, such as global trade and cash management. Furthermore, because HSBC can provide seamless banking services across multiple countries, the bank has a competitive advantage in serving customers who operate in multiple regions.  (Boteju, 2022)

Threats
The COVID-19 pandemic has had a significant impact on the banking industry as a whole, with many banks experiencing unprecedented difficulties in maintaining business continuity and serving customers during this period. The pandemic has created unique challenges for HSBC in implementing and executing its CRM strategy. (Martin, 2020) The  main challenge is the need to shift to digital channels in order to serve customers remotely , also the impact of customer behaviour make it more difficult to predict customer needs. 
Brexit-related uncertainty and other geopolitical factors may pose challenges to HSBC's CRM strategy, particularly in cross-border operations. Changes in regulations or economic conditions may result from the uncertain geopolitical landscape, affecting HSBC's ability to effectively implement its CRM strategy. (Martins, 2022)
The impact of rising inflation, the war in Ukraine and rising energy prices may cause short-term disruption in the lead up to a more sustainable energy system, but could reinforce the urgency of setting up a resilient energy infrastructure, the panel heard. (Choi, 2022)

External Factors that Influence Quality System 

PESTEL Analysis
Political 
Governments around the world heavily regulate the banking industry, and HSBC is subject to regulations from multiple countries. Government policies and regulations can have an impact on HSBC's operations, profitability, and growth prospects. (BROCK, 2022) HSBC operates in a number of countries with diverse political systems, which can have an impact on its operations. Political unrest, conflict, and sanctions can all have an adverse effect on HSBC's operations.
Economical
Economic factors such as interest rates, inflation, and economic growth have a significant impact on HSBC's business. HSBC's business is directly influenced by various economic factors as a financial institution. For example, interest rates are a major determinant of the cost of borrowing money for both consumers and businesses. Interest rate changes can affect demand for credit products such as loans, mortgages, and credit cards, affecting HSBC's revenue streams.
Inflation, which refers to the rate at which the general level of prices for goods and services rises, can also have an impact on HSBC's operations. Over time, inflation can erode the purchasing power of money, resulting in higher costs for businesses and individuals. This, in turn, may affect demand for financial products and services such as savings accounts and investments. (Murphy, 2021)
Social
When consumers have more disposable income and are willing to spend more on goods and services to improve their lifestyle, HSBC Holdings plc has exciting growth opportunities because introducing new products and services to these customers is easier, and revenue growth opportunities remain higher when it specifically targets young consumers with its products/services. HSBC Holdings plc will benefit from high population growth and a rising proportion of the young. (Murphy, 2021)
Other social factor could be the public opinion on ethical and environmental issues which can influence the customer loyalty , investors confidence and affect the financial performance of HSBC quality system .
Technological 
As a whole, the pace of technological development and progress may have an impact on markets and industry. By studying the evolution of technical innovation trends, HSBC Holdings plc will have a better understanding of new product development speed, shelf life and consumer preferences. HSBC Holdings plc can prove that transition from a physical shop to an online store is better for business through research into the attitudes of consumers toward new Digital Technologies.
The adoption of automation technologies by HSBC Holdings plc may become necessary in response to competitors' efforts to reduce costs through technological advancements. This is especially relevant when the society's population has a high level of technological proficiency. HSBC can improve its organizational performance by strategically investing in suitable technological innovations that enhance user experience, streamline operations, and establish itself as a pioneering entity. (Murphy, 2021)
The shift towards digital banking and e-commerce requires HSBC to adopt new CRM strategies, such as implementing chatbots and other AI-based tools to provide customer support.
Environmental
The importance of environmental concerns for customers has grown over the last few years. It is more likely for customers to choose companies that prioritize sustainability and reduce their impact on the environment. For example, HSBC is able to promote sustainability practices like a reduction in paper waste through its promotion of the uptake of statements and online banking services. 
Furthermore, customers need to be provided with effective information on HSBC's sustainability objectives and practices. Various channels are available to achieve this, e.g. via social networking sites, email and an electronic newsletter.
Legal
Technology firms frequently encounter data security and data localization requirements imposed by various nations, resulting in governments scrutinizing these firms.  For example, there were restrictions on physical branch operations, and regulatory authorities implemented measures to protect consumers from financial harm.
HSBC has developed a customer relationship management CRM strategy, which places priority on the Digital Banking channels to ensure customers have uninterrupted access to their banking services, in order to address these legal challenges. HSBC has also undertaken to periodically review and update its policies and procedures with a view to ensuring that their activities are in line with evolving requirements for law and regulation. (Choi, 2022)
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IDIC Model
In order to enable the smooth functioning of the customer service, certain models are followed. These customer relationship models have been developed over the past few decades by various researchers. The most common models relating to CRM are IDIC Model, QCI Model, and CRM Value Chain Model. (Thomas, 2020) A productive CRM system provides companies with useful feedback regarding their products and enables them to address customer queries and complaints. This model comprises four stages and is cantered on establishing a "One to One" connection with customers.
To build strong customer relationships, companies must first identify and understand their customers' needs and preferences. They should then differentiate their customers based on their current and future value to the business, allowing for targeted strategies that meet each customer's unique needs. Effective interaction with customers is critical, building on previous conversations to gain deeper insights. Finally, companies must customize their offers and communications based on individual customer needs and value, adapting their behaviour to build strong, lasting relationships. (finance, 2011)


QCI Model
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Figure 1 The QCI Model. Copied from (Chetty, 2019)
The QCI CRM, which aims at building closer relationships between consumers and businesses, is a process model developed by employees of consulting firms. (Chetty, 2019). You can see the QCI model in Figure 1, where it shows what a company is doing to gain and retain customers, using technology. In the context of the Quality of Customer Interaction QCI, three essential indicators used to evaluate the performance of a company's customer engagement strategy are acquisition, penetration, and retention. (Thomas, 2020) The primary goal of the acquisition process is to attract new customers, and that metric helps businesses increase their clients' numbers and revenues. Penetration shall be defined as the ability of a company to make new items or services available to its current customers. The proportion of customers purchasing a range of products or services, the average revenue generated for each customer and the frequency of repeated transactions can be used to assess penetration in QCI. The ability of a corporation to keep its existing customers loyal and engaged with the business over time is referred to as retention. This measure is crucial since it assists businesses in reducing churn and maintaining a consistent revenue stream. Retention metrics in the context of QCI may include the percentage of customers who renew their subscriptions or contracts, the customer happiness score, and the rate of customer referrals. (Chetty, 2019)
Analytical CRM Model
In order to enhance the customer experience and boost income, analytical customer relationship management (CRM) focuses on analysing customer behaviour and preferences. An analytical CRM model can help HSBC, a global banking and financial services organisation, by using customer data to create focused marketing campaigns, enhance customer service, and find cross-selling and upselling opportunities. (Boteju, 2022)
Improved client segmentation offers the following benefits: By assessing customer data, HSBC may segment its clients into distinct categories depending on their behaviour, preferences, and needs. This data enables HSBC to develop tailored marketing strategies that are more likely to engage each segment. Improved cross-selling and upselling opportunities: HSBC can find products and services that are likely to be of interest to each customer by analysing client data. This enables HSBC to provide personalised recommendations while also increasing the chance of cross-selling and upselling.  Client retention has increased as a result of HSBC's use of customer data to identify clients who are likely to depart and take proactive actions to keep them. This can include giving clients specific incentives or reaching out to them through targeted marketing. 
HSBC confronts a number of challenges when it comes to implementing an analytical CRM model, including concerns about data protection, cost and complexity, limited efficacy, and potential consumer reluctance. To begin, HSBC must take steps to guarantee that client data is kept secure and used only for permissible purposes, as any breaches or misuse of client data might result in reputational harm and legal ramifications. Second, establishing an analytical CRM model can be costly and time-consuming since it necessitates investments in technology and employees to collect, store, and analyse client data. Third, the accuracy and completeness of the data employed limit the usefulness of an analytical CRM model, as incorrect or inadequate data can lead to misleading findings. Finally, HSBC may face pushback from customers who are concerned about their personal information being used for marketing purposes.	

[bookmark: _Toc133912036]4. Application of IDIC model to HSBC’s CRM Problem 
Following my analysis of CRM models, I will discuss how HSBC can best handle the CRM problem using the IDIC model. The IDIC model, which stands for Identify, Differentiate, Interact, and Customize, is a customer relationship management (CRM) framework developed by Peppers and Rogers. (Peppers, 1999) The IDIC model is utilized to assist companies in establishing enduring customer connections by recognizing and comprehending specific customer requirements and personalizing interactions and resolutions accordingly. In the context of HSBC's CRM dilemma, the IDIC model can be implemented in the subsequent manners :
· Identify : HSBC  use data analytics to identify customer behaviour patterns and preferences, which can help them to tailor their marketing and sales efforts to better suit each customer’s needs. For example, data analytics can help HSBC identify customers who frequently use online banking, those who prefer in-person banking, or those who require more complex financial solutions. This information can help HSBC tailor its communication and marketing efforts to each customer segment's preferences and needs.
· Differentiate : After identifying its customers, HSBC's subsequent task is to distinguish them by their requirements and inclinations. To achieve this, HSBC can categorize its customer base into various clusters based on criteria such as financial goals, spending habits, and income, among others. Following this, the bank can produce bespoke products and services for each segment. (Peppers, 1999)
· Interact : The third step of the IDIC model entails engaging with customers in a meaningful and relevant manner. HSBC can communicate with its customers through various communication channels, such as social media, email, and mobile applications, ATM’s and provide them with personalised offers and suggestions.
· Customize : The final step in the IDIC approach is to tailor products and services to the specific demands of each consumer. HSBC can leverage customer data analytics insights to build customised financial solutions for each customer, such as investment portfolios or mortgage packages. (HSBC, 2023)

The challenges associated with implementing this CRM in HSBC's marketing mix include concerns about data privacy, the cost and complexity of the implementation process, the need for accurate and complete customer data to make the CRM effective, and potential customer resistance to the use of their personal information for marketing purposes. In addition, HSBC may need to allocate significant resources to train employees to use the new technology and develop appropriate marketing strategies to meet the needs of each customer segment. (Boteju, 2022) The IDIC model benefits HSBC by allowing the bank to build a deeper understanding of its customers and their needs, which can assist boost customer happiness and loyalty. HSBC can modify its products and services to better suit each client's tastes by collecting and analysing consumer data, resulting in a more personalised customer experience. This can lead to stronger client retention rates, higher levels of customer engagement, and higher revenue growth for the bank. 

[bookmark: _Toc133912037]5.Recommendations
A recommendation for HSBC bank is to implement an analytical CRM model to increase customer segmentation and customise client experiences, since the bank's customer retention rates have been declining and it wants to find a solution to improve customer happiness and loyalty.
To increase customer segmentation and personalise the customer experience, HSBC should invest in an analytical CRM strategy. This will improve client happiness and loyalty, resulting in increased income for the bank. To develop confidence with its clients, HSBC should be clear about its data collecting and use policies.
Other recommendations is to Invest in technology to improve digital banking capabilities: HSBC should invest in technology to improve its digital banking skills. Customers will be able to access their accounts, perform transactions, and communicate with the bank more conveniently and effectively as a result of this. This will also assist HSBC in staying competitive in the digital banking industry , also Improve security and fraud prevention measures: HSBC should invest in technology and employees to improve its security and fraud prevention measures. This will help to protect customer data and prevent fraud, increasing customer trust and confidence in the bank.
Promote sustainability and social responsibility: By investing in environmentally and socially responsible projects and activities, HSBC should prioritise sustainability and social responsibility. This will strengthen the bank's reputation and attract consumers who are socially minded could be also really helpful for a long-term period point.



[bookmark: _Toc133912038]6.Conclusion

It is likely that HSBC, like many other banks and businesses, has been affected by the pandemic. The pandemic has had a significant impact on the global economy and has forced businesses to adapt to new ways of working and serving customers. Implementing an analytical CRM model help HSBC to adapt to these changes and improve its customer retention rates. By leveraging customer data and insights, HSBC personalize its products and services and provide a more seamless customer experience, even in the context of remote and digital interactions.
 However, implementing an analytical CRM model may also be challenging for HSBC, particularly in light of the pandemic. This may require significant investment in technology and personnel, which could be difficult to manage in the current economic climate. Overall, HSBC will need to carefully weigh the costs and benefits of implementing an analytical CRM model, taking into account the challenges and opportunities presented by the pandemic. If HSBC decides to move forward with this strategy, it will need to ensure that it has the resources and capabilities to do so effectively. 	
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