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A CASE STUDY ON AN INTEGRATED INFORMATION SYSTEM DEVELOPMENT AND IMPLEMENTATION PROJECT OF A FINANCIAL INSTITUTION 







ABSTRACT

This qualitive research study used case study approach of non-experimental research methods to critically reflect on the process and outcome of a mega project on managerial perspective. The case was experienced by the author and related to implement competitive strategies with an information system project to achieve a sustainable competitive advantage and thereby enhance a business's performance. The purpose of this study is to explore the fail and success element of the project and what key lesson can be draw from the reflection. Yu’s (2019) 3-H framework of contemporary management was adopted to this study.




1.0	INTRODUCTION
As a major international financial center, Hong Kong has an integrated network of institutions and markets, providing a wide range of financial products and services with a high degree of liquidity to local and international investors. The market of financial service is intense competitive. Excepted banking service, brokerage of securities and other investment products are one of core sector of financial service. 

Under the traditional business model, the profitability of individual companies depends on efficient operations and good marketing. Large companies have economies of scale in operations and high name recognition. Small companies can compete effectively by offering better customer service. However, there is rapid evolution of the brokerage industry due to computer technology. Along with some online brokers used completely new business model liked Futu Holding Limited (Futu) and Interactive Broker LLC (IB), the competition in the industries became more intensive. Futu provides self-development financial application (i.e. trading platform) based on global securities trading and investor interaction with real-time quotations for the markets in China, the United States and Hong Kong. It subverted the traditional pricing model of brokerage fee which is depended on the transactions’ volume. The clients only are required to pay a fixed and scant system fee per transaction instead of the brokerage fee. On the other sides, IB provide one-stop financial application based on global securities, futures and leveraged forex trading and white branding service of their financial application to institutional clients. The former through the new business model build a huge client database and their total trading volume exceed HKD 1.5 trillion in June 2018 and further listed on NASDAQ exchange with around USD 1.2 billion market value in March 2019. The latter was continuous being elected as the best online broker in US since 2015 and operates the largest electronic trading platform in the U.S. by number of daily average revenue trades. On the other sides, the traditional brokers become more difficult to survive under the intensive competition. Therefore, competitive strategy is vital to increase competitiveness in such intensive competitive market. 

[bookmark: _Hlk15329441]Competitiveness refers to its ability to provide products and services in a more effective and efficient way than its competitors and achieve and sustain superior performance. (Tan, 2009) 'Competitive strategy' is as "... a combination of the ends (goals) for which the firm is striving and the means (policies) by which it is seeking to get there." (Porter, 1980) In the financial service industry, a competitive strategy is to define a set of objectives, including the value of service and product provided, and arrange relevant actions specific to the financial institution and necessary resources for achieving these objectives. A firm's competitive advantage comes from its internal competitive resources according to the resource-based view and these competitive resources have the attributes as valuable, rare, inimitable, organization. In the case study, the research target is a financial institution which performed a competitive analysis to identify critical issue in the industry including business challenges, trend and opportunities, and then determined a competitive strategy to create core competence (competitive resources) in order to obtain sustainable competitive advantages by development and implementation of integrated information system. And through Yu’s 3-H framework, the factors toward failure and success of the project were critical reflected in the managerial perspective. 

[bookmark: _Hlk15332641]

2.0	RESEARCH OBJECTIVE

To explore critical factors toward failure and success of the project which aims to ultimately obtain sustainable competitive advantages through the reflection of a case study.

[bookmark: _Hlk15332723]3.0	INDUSTRIAL BACKGROUND

[bookmark: _Hlk15332742]3.1	Operation and Products
Companies in this industry broker deals for buyers and sellers of securities, futures, leveraged forex and other global financial services. Major global financial hubs include Hong Kong, London, New York, and Singapore. According to the statistical data in quarterly report released by the Securities and Futures Commission of HKSAR, the number of licensed corporation and registered Institution in Hong Kong are increasing continuously from 1,500 participants to 2,500 participants from 2011 to 2018 approximately. The traditional brokerage industry that sold stocks and investment products to individual investors has largely evolved into companies that either broker large trades for institutional investors or sell a variety of investment products to individuals. However, reforms enacted in the aftermath of the late-2000s financial crisis have largely put an end to banks and large hedge funds making vast sums buying and selling securities. Pricing pressure is increasing as major brokerage firms reduce commissions on online trades in an intensifying competition for customers. Major sources of revenue are investment advice and management; brokerage of stocks, mutual funds, and other financial products; and fiduciary fees for trust services. Typically, a broker who receives an order from a customer will communicate with a company employee located at a particular exchange, who will execute the order at the exchange and report details of the transaction to the broker. Customers typically keep their securities in an account with the broker. Brokers charge customers commissions for conducting transactions and fees for maintaining their accounts. In addition to the basics, full-service brokers may loan customers part of the purchase price of a security, a process known as margin lending, and may loan securities so that customers can speculate on a fall in prices, so-called short selling. Full-service brokers may also provide securities research, investment advice, and money management services. Some brokers also function as securities dealers (buying and selling securities for their own account), as managers of funds, or as investment bankers. Brokers also act as stock underwriters, selling new shares of stock issued by corporations. As mentioned in introduction section, Futu and some rival companies introduce new business model that subvert the traditional pricing model in the industry. They do not charge any brokerage fee to the clients but only system usage fee. Their self-development financial application was treated as the main products consisted of multiple financial service.

[bookmark: _Hlk15332758]3.2	Technology Innovation
Computer technology has been a major factor in the rapid evolution of the brokerage industry. Computer systems handle back-office functions, including customer account reporting and regulatory oversight requirements. High-speed communication networks are used to communicate with securities exchanges and dealers. A large number of transactions are conducted on electronic exchanges. Many customers can now conduct transactions and manage their accounts directly through brokerage internet sites. Trading and accessing client information via mobile devices continues to rise. Smartphones and tablets are used to view portfolios, maintain watch lists, and execute simple trades. Online brokerage firms are working to migrate more services to mobile, including trade tools, advanced order types, detailed charting, cloud syncing, and more. Since securities brokers and investment advisers handle highly sensitive personal data, information security is a major issue in the industry. Security breaches, such as email hacks, improper transfer or theft of customer assets, and misuse or theft of customer data, could damage a company's reputation and create financial liability. Companies must invest in cyber-security capabilities to monitor threats. Taking a layered or multiple-factor approach to authenticating a customer's identity is a good starting point. Some firms also rely on device authentication to ensure that the customer's computer is the same one used by the customer to enroll the account.

[bookmark: _Hlk15332765]3.3	Business Challenges
Direct Customer Access to Exchanges - The rapid evolution of computer technology allows customers to trade their own securities without broker intervention. Brokers were essential when securities were traded on exchange floors, but aren't required for electronic trading. Direct market access (DMA) costs less. Aside from regulatory concerns and the need for a clearing mechanism for payments, nothing bars direct electronic trading by Business Challenges individuals or institutions.

Exposure to Global Economic, Political Events - The interconnection of economies has made the Hong Kong securities markets more sensitive to foreign events. A financial crisis in one country, notably China, can have a ripple effect on Hong Kong and global markets because many investors have holdings in multiple countries and many companies have large foreign operations. Large traders also can easily move funds from one market to another in search of better returns, increasing financial volatility.

Public Wariness of Securities Brokers - Periodic news about theft, fraud, or mismanagement by securities brokers reinforces the public perception that many brokers are untrustworthy. This perception especially hurts smaller brokers and increases the value of name recognition for large brokers. Many investors distrust an
industry that is largely insulated from lawsuits and rarely sanctions its own members. Customer disputes with brokers are frequent, often involving poor investment advice and unnecessary or unauthorized trading.

[bookmark: _Hlk15332773]3.4	Business Trends
Expansion of Electronic Trading - Securities trading over electronic networks has increased rapidly in the past decade and in some markets has replaced "floor" brokers. HKEX, NASDQ and other exchange allowed online trading, leading to the formation of a number of electronic communication networks (ECNs) to trade a variety of securities. In many cases, orders are still executed by individuals dealing with other individuals, but in some systems orders are executed automatically by computer. Although the use of electronic trading channels may wane when brokerage commissions shrink, electronic trading is expected to grow over the long term as customers push for lower transaction and operational costs.

Increased Regulatory Scrutiny - Firms in the financial services industry have experienced increased scrutiny from a variety of regulators, including the SFC, SEC, FINRA, and states' attorneys general. Penalties and fines sought by regulatory authorities have increased substantially in recent years. Areas of investigation have included research analyst conflicts of interest, market timing and late trading involving mutual funds, high-speed trading, and specialist firms executing their own trades ahead of public bids. Regulators also have begun to scrutinize cybersecurity issues and technology-related system failures.

[bookmark: _Hlk15332780]3.5	Industry Opportunities
Retail Internet Trading - Many brokers have developed elaborate internet sites that allow their retail customers to trade stocks, mutual funds, and other securities directly. Just like Futu and Valuable Capital Limited (VCL) get most of their business from retail internet trading. In addition to trading, customers can research, use analytical tools, get financial news, and chat with other traders.

Brokering Nontraditional Securities - In addition to common stocks, customers of many broker can trade a wide variety of other securities and investment. These include preferred stocks, options, mortgage-backed securities, corporate bonds, municipal bonds, commodity futures, and mutual funds. The expansion of the mutual fund industry, especially, has provided opportunities for retail brokers. Run Securities Limited and iFast Financial Hong Kong gives customers access to a range of mutual funds, treasury bonds, and CD bonds, and allows them to trade mutual funds with no commissions attached.

Expanded Financial Services - In a bid to compete with financial services companies that offer a variety of products and services in addition to securities brokerage, some brokers have started subsidiaries that provide non-brokerage services, such as mortgages, loans, insurance and private trust. Some brokerages specialize in providing securities research to institutional investors.

[bookmark: _Hlk15332795]

4.0	INSTITUTION BACKGROUND
[bookmark: _Hlk15312324]The target financial institution (the institution) was a start-up company incorporated in December 2015 with 3 founder members. From it’s beginning as a securities broker, the institution has grown and expanded into a diversified group of financial services includes securities brokerage, futures brokerage, leveraged forex brokerage, investment banking, asset management, money lending, insurance brokerage, bullion brokerage, private trust service and fintech solution. It’s headquartered in Hong Kong and has registered office in PRC, Taiwan and USA. There are around 200 staffs in Hong Kong, PRC, Taiwan and USA respectively. At the very beginning, the institution is focused on the securities brokerage business targeted on high net worth clients with traditional business model of the industry and further extend to the retail market. However, the management was found that the company has limited competitive advantage in the market. It’s faced limited product differentiation. Not only because the company provide the global securities product solely, but also about the standardization of vender provided trading platform. The institution had engaged a mainstream financial application service provider to provide an online trading platform to the clients in order to increase competitive advantage in retail market. However, the management had found that the function and user interface were standardized and the cost of tailor-made modification is extremely high. And the application was unable to collect data for client behavioral analytics and precision marketing. At the same time, some of rival companies launched a function of complete online investment account opening on their self-development financial application which is no other vendor’s application could provide such function. Therefore, one of the founder members who have IT system development background had a preliminary idea to have their own development financial application.

[bookmark: _Hlk15171451][bookmark: _Hlk15313619]Then the institution expanded their brokerage service to global futures products. The management was found same problem on the financial application provided by another mainstream service provider for futures products. Besides, it was found that there was no mainstream vendor provided financial application compatible with securities and futures product excepted white-branding of IB. The drawback of IB white-branding was the company would lose the price making ability. Furthermore, as the back-office systems included dealing station and settlement system of securities products are separated from futures products, the management was found the necessarily of an integrated customer relationship management system and operation supporting system. Furthermore, due to the request of major clients, the company started to expend its financial service to leverage forex brokerage, investment banking, asset management, bullion trading, money lending, insurance brokerage and private trust service step by step, and finally restructured as a group of 8 major subsidiaries. Along with increase of the provision for finance service, the management tried to implement a vendor provided CRM system named Salesforce to integrate the clients’ data of different sector. After a feasibility study and several meeting with the vendor, the management found that the CRM system was unable to fully integrated with part of front offices (i.e. financial application of different financial products/ service) and back offices. Besides, the implementation time and cost are huge as the institution covered to wide range of financial service. After a competitive analysis was conducted, the management have found that some of rival companies had self-owned development teams or companies to develop their own applications and systems, liked Futu. And their core competitive advantages both are focused on product differentiation of their financial application for clients including product types, market data, transaction (i.e. trading function), information integration, news subscription, online account opening and instant messenger for client service support. And it was found that there are no other rival companies can provide an all-in-one wealth management platform/ application with client portal function covering securities, futures, leveraged forex, asset management, bullion, money lender, insurance and private trust. If such platform/ application could be developed, these would be sustainable competitive advantage which are difficult to duplicate or exceed. The management conduct another feasibility study with external profession if a project for development of an integrated system providing a front-to-back office solution across all financial service and whether can ultimately create sustainable competitive resource. Strategic planning tools such as SWOT analysis and VRIO analysis were used in the study. And it was completed 3 months later and then deeply discussed with the shareholders and proposed investors. The result of the feasibility study was positive but it was found that lack of skilled labors to implement the project. Talents experienced in application development is in short supply especially regarding to financial service sector. The chief technology officer and human resource director advised that to acquire one medium sized PRC application development firm to solve the problem. Then the institution finally acquires an application development firm (40+ staffs) in Shenzhen which had project experience of futures and forex in PRC.

At the 1st quarter of 2018, the shareholders and the management finally made a mutual agreement to initiate a 3 years project for development of an integrated system providing a front-to-back office solution across all financial service.
  
[bookmark: _Hlk15332804]4.1	Project Aim
The project aimed to create core competence (competitive resources) in order to obtain sustainable competitive advantages by development and implementation of integrated information system and further increase the effectiveness and efficiency in the management decision making, operation and the productivities of whole institution.
[bookmark: _Hlk15332811]4.2	The Systems
The integrated system consisted of 3 core systems: front offices’, middle offices’ and back offices’ system (A structure diagram is showed at Appendix 1):

1. Front offices – an integrated financial application (ITP) include following components: 
· Online investment account opening (AO) for all type of financial service.
· Client portal (CP) include client profile, portfolios overview, transaction history, fund management, instant messenger, inventor forum
· Trading platform (TP) covers securities (included bonds and unit fund), futures, leveraged forex and bullion 
· Subscription platform (SP) covers asset management, money lending, insurance and private trust
· Global market data cover securities, futures, leveraged forex and bullion
· Historical information and analysis cover products of all financial service

2.1 Middle offices – Client relationship management system (CRM) include following components:
· Overall client’s information database includes tracks of activities and transactions
· Client request management
· Lead management
· Sales volume and activities analysis
· Sales hierarchy management


2.2 Middle offices – Management support system (MSS) include following components:
· Management information system (e.g. organization hierarchy, internal control mechanism, etc)
· human resource management system (e.g. performance measurement, payroll, etc)
· Accounting information system

3 Back Offices – Operation support system (OSS) include following components:
· Overall broker support system (BSS) includes OMnet application programme Interface (OAPI) 
· Settlement and risk management system (SRS)

[bookmark: _Hlk15332826]4.3	Project Committee
The group level chief executive officer acts as the overall project-in-charge (PIC) to supervise the committees and ensure the whole project is aligned with corporate objective. And 3 core systems are divided into three subproject groups respectively. Each subproject is supervised with two senior management of the institution and have one project administrator. Besides, external legal counsels have been engaged for domestics and cross-border legal issues. The committee members are consisted of corresponding functional team of each financial service sector. The detailed information is as following:


[bookmark: _Hlk15332927]Figure 4.31	System Modules
	Front Offices
	Subproject in Charge (SPIC)
	Committee (Functional Team)

	AO
	[bookmark: _Hlk15233421]Deputy Chief Executive Officer (DCOO)
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	UX Development Team
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	Application Development Team
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	Human Resource Team

	

	Middle Offices
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	Committee (Functional Team)

	CRM
	Chief Operation Officer (COO)
and 
Chief Technology Officer (CTO)
	Sales and Marketing Team

	MSS
	
	Operation Team

	
	
	Application Development Team

	
	
	Compliance Team

	
	
	Customer Service Team

	
	
	Human Resource Team

	

	Back Offices
	Subproject in Charge
	Committee (Functional Team)

	OSS - BSS
	Chief Operation Officer (COO)
and 
Chief Technology Officer (CTO)
	Operation Team

	OSS - SRS
	
	Application Development Team

	
	
	Compliance Team

	
	
	Finance Team

	
	
	Dealing Team

	
	
	Risk Management Team



Background of Core members of the project committee:

Chief Executive Officer, Group Level
· One of the major shareholders and founder members
· [bookmark: _Hlk15233479]Over 15 years’ experience in financial service industry 
· Proficiency in algorithmic trading in Contract for Difference (CFD)
· Young enterpriser, he also owns another global finance service institution headquartered in UK

Deputy Chief Executive Officer, Group Level
· Over 30 years’ experience in financial service industry
· [bookmark: _Hlk15235793]Had worked in 5 sizable financial institution and acted as senior position
· Proficiency in capital market and customer experience in financial service industry

Chief Technology Officer, Group Level
· Over 15 years’ experience in information system development especially in financial service industry
· Proficiency in information system development and implementation
· Had taken part into projects for development and implementation management information systems and operation support system of HSBC and Hang Seng Bank
· Had owned an IT firm which provided secondment service of IT technician to financial institutions and that IT firm had been acquired by the institution in 3rd quarter of 2017

Chief Operation Officer, Group Level (The Author) 
· Over 10 years’ experience in financial service industry and professional services
· Qualified accountant and chartered secretary, profession of forensic accounting, information systems audit and control, anti-money laundering and corporate governance
· Proficiency in operation and regulation of the financial service industry
· Had worked in 2 sizable financial institution and acted as senior position
[bookmark: _Hlk15332944]4.4	Project Planning
At project planning status, the committee sorted out a list of system requirements to application development team to analyses and design the outline of the system development. After making confirmation with committee, the application development team would start to design a prototype for approval and then the PIC would discuss with committee and estimate the resource need., Human resource plan, proposed project timeline and financial budget were prepared after the kick off meeting, as follows:

[bookmark: _Hlk15332107]Figure 4.41	Human Resource Plan
	
	No. of Staff needed in the project
	No. of Staff when kicked off the project
	No. of Staff needed to be recruited

	Project Administrator
	3
	1
	2

	Development Team – Senior
	5
	2
	3

	Development Team – Middle
	12
	4
	8

	Development Team – Junior
	100
	42
	58

	Operation Team - UAT
	5
	1
	4

	HR Team - Project
	2
	1
	1





Figure 4.42	Proposed Project Timeline
[image: ]

The project was kicked off in 1st Quarter of 2018 and was proposed to be completed at the end of 2020.



Figure 4.43	Financial Budget
	[bookmark: _Hlk15241624]
	Vendor Provided System
Estimated System Cost per annual (HKD’000)
	Self-Development System
Estimated Maintenance Cost per annual (HKD’000)
	Self-Development System 
Estimated Development Cost
(HKD’000)

	Front Offices
	
	
	

	Securities (TP–S)
	1,560
	600
	14,000

	Futures (TP-F)
	936
	
	

	Leveraged Forex 
(TP-FX)
	980
	
	

	Bullion (TP-B)
	300
	
	

	Asset Management 
(SP-AM)
	720
	
	

	Money Lender 
(SP -ML)
	300
	
	

	Insurance (SP-I)
	300
	
	

	Private Trust 
(SP -T)
	300
	
	

	Account Opening
(AO)
	240
	
	

	Client Portal (CP)
	300
	
	

	
	
	
	

	Middle Offices
	
	
	

	CRM
	1,440
	480
	10,000

	MSS
	720
	
	

	
	
	
	

	Back offices
	
	
	

	OSS – BSS
	N/A
	840
	12,000

	OSS – SRS
	N/A
	
	

	
	
	
	

	Total
	8,096
	1,920
	36,000


The annual cost saving will be around HKD6,176,000. Therefore, the estimated return on investment is around 17%, the cost will be recovered with 6 years.

5.0	THE PROJECT GAP AT 2ND MILESTONE AND REVIEW

As the project is still in progress, a gap analysis is performed on the 2nd milestone status.

[bookmark: _Hlk15269582]Figure 5.01	Interim Progress Review of Human Resource Plan
	
	No. of Staff needed under the initial project planning
	No. of Staff at 2nd Milestone
	Staff Turnover (no. of staff)
	No. of Staff needed after the interim review 
	Gap

	Project Administrator
	3
	3
	1
	3
	0

	Development Team – Senior
	5
	3
	3
	5
	2

	Development Team – Middle
	12
	8
	6
	20
	12

	Development Team – Junior
	100
	116
	28
	120
	4

	Operation Team – UAT
	5
	5
	1
	5
	0

	HR Team - Project
	2
	3
	1
	4
	1



[bookmark: _Hlk15327827][bookmark: _Hlk15313474]There are several problems facing by the HR team. Talents experienced in financial application development are in very short supply no matter in Hong Kong or PRC. Ever though a right candidate has been successful recruited, they would continuously be headhunted, especially for the senior position. Although the management agreed to pay higher remuneration to the candidates, they still considered that the institution’s background not strong as per well-developed organization or rival companies supported by famous parent company. The management had tried to hire candidates who are experienced in application development but not related to financial service sector. However, it was found that they had difficulties in understanding of the system requirements. They needed appropriate training otherwise they were unable to function as expected. Besides, there were high staff turnover rate in the development team in PRC office and concentrated in the period after Chinese New Year Holiday. Other than the reason regarding to headhunt, there was domestic culture in PRC. Some of the workers worked in Shenzhen where were far away from homeland. Among with the rise of inland cities, the difference of remuneration between Shenzhen and inland cities were decreased rapidly. When they went back to their homeland and met their family during Chinese New Year, they may decide change their jobs and willing to work in inland cities nearby their homeland. It was normal circumstances in PRC. The high turnover rates exacerbate the lack of training resource and further affect the progress of the project implementation. Furthermore, the managers (middle level) of the development team advised that they had hardship to provide on job training to the junior staff, meanwhile, carried forward the implement of the project. The PIC had discussed with the committee and then decided to divided development team from 12 sub-team to 20 sub-team and resulted an increase of the proposed head count of middle level manager. Finally, as the high turnover rate will increase the workload of HR team and there is an expectation gap of the human resource planning regarding to the project, two additional head count are approved by the management




Figure 5.02	Interim Progress Review of Human Resource Plan
[image: ]

The whole schedule is fell behind. Other than short of skilled labors, there were uncontrollable condition during the development and implementation of the systems. For example, the module of online investment account opening (AO) for PRC residence has depended on a vender which is approved digital certificate authority center under Mainland and Hong Kong Closer Economic Partnership Arrangement (CEPA). The Securities and Futures Commission (SFC) queried that such digital certificate may not be fully compliance with the ‘know your client’ (KYC) requirement under the code of conducts and anti-money laundering ordinance although it is approved under CEPA. A detailed report with legal opinion by external legal counsel was submitted to explain that the digital certificate is granted after critical assessment with matching identities information with the database of Public Security Bureau, and database of China UnionPay integrated with People's Bank of China. Besides, the optical character recognition component was found with too high fault tolerance that is unacceptable to use in the module after the user acceptance test (UAT). The development team further reacted with different vendors and finally found an appropriate one after one month.

The module of client portal (CP) needed to integrate with the AO and CRM. The development of CRM was fell behind because the system needed to connect with the application program interface (API) gateway of existing vendor provided systems in order to synchronize the clients’ and transactions’ data. However, API gateway of difference system had their own specification. The implementation was so complex and out of expectation. And some of the vendors need to obtain approval from their senior management before opening their API gateway and extensive testing was necessary to prevent data corruption. These were cumbersome and time consuming. At as status of 2nd milestone, the core component of the CRM module has been completed and launched to production together with the AO and CP module

The implementation of the module of trading platform for securities (TP-S) were substantial depended on the market data feed from Hong Kong Exchange and Clearing Limited (HKEX). Application Service Provider (ASP) License is necessary before enrolment of market data feed. Most likely the core components are ready at the status of 2nd milestone but the ASP license has not yet approved by HKEX. It is proposed to be granted in middle August 2019. Even though the license is granted, a readiness test will be conducted under the requirement of HKEX before launching to production.

Similar to the module of TP-S, the implementation of the module of trading platform for futures (TP-F) were facing the issue of market data feed. Besides, due to lack of human resource, it was kicked off with 9 months delayed. In order to accelerate the progress, the PIC discussed with the committee and decide to engage an external expert team to assist the development of the module. The progress is being made better than expectation. There is 40% of component completed as at the status of 2nd milestone (i.e. 3 months). It is possible to shorten the development cycle from 12 month to 9 months.

Figure 5.03	Interim Progress Review of Financial Budget

	
	Project Status as at 2nd Milestone  
	Actual Cost to Date (HKD’000)
	Estimated Cost after Review
(HKD’000)
	Initial Estimated Cost
(HKD’000)
	Gap
(Over-Budget)
(HKD’000)

	Front Offices
	
	
	
	
	

	Securities
	In Progress (80%)
	8,000
	14,000
	14,000
	8,057

	Futures
	In Progress (40%)
	
	
	
	

	Leveraged Forex
	In Progress (30%)
	
	
	
	

	Bullion
	In Progress (30%)
	
	
	
	

	Asset Management
	Not Kicked off
	
	3,000
	
	

	Money Lender
	Not Kicked off
	
	1,500
	
	

	Insurance
	Not Kicked off
	
	
	
	

	Private Trust
	Not Kicked off
	
	
	
	

	Account Opening
	Completed
	3,557
	3,557
	
	

	Client Portal
	Completed
	
	
	
	

	
	
	
	
	
	

	Middle Offices
	
	
	
	
	

	CRM
	In Progress (80%)
	7,600
	12,000
	10,000
	2,000

	MSS
	In Progress (30%)
	
	
	
	

	
	
	
	
	
	

	Back offices
	
	
	
	
	

	OSS - BSS
	Not Kicked off
	
	12,000
	12,000
	N/A

	OSS - SRS
	Not Kicked off
	
	
	
	

	
	
	
	
	
	

	Total
	
	19,157
	46,057
	36,000
	10,057



The project cost is seriously underestimated, around 30%. The cost recovery period is increase from 6 years to 7.5 years. The major reasons are related to the high payroll on the skilled labor of development team and understate the hardships in the development cycle. In order to ensure the sustainability of the project, the management had a formal meeting the shareholders to report the status and suggest to seek for other potential inventors. However, after assessment of the completed AP and CP module and the partial completed CRM module, the shareholders thought that the circumstance is acceptable and satisfied with the delivery and were willing to further invest HKD 30 million to ensure the sustainability of the project.


[bookmark: _Hlk15332982]

6.0	YU’S 3-H FRAMEWORK

[bookmark: _Hlk15292765]The 3-H framework is a methodology introduced by Yu (2019) for management of issues in a organization such as opportunity capitalization, strategic management, project management and change management a holistically. By applying metaphoric expressions, Heart, Head and Hand represent as the vital dimensions of people, organization and competence, respectively.

[bookmark: _Hlk15257187][bookmark: _Hlk15258091]Under Yu 3-H framework, the analogy of ‘Heart’ is as a center of the framework. Heart-oriented dimension means care of motivational and other human mental side about management in practices which is aimed to motivate employees to make commitment in achievement of organizational goals. That is about the management of the contingency factors at individual level. It is the most challenging elements to capture among the three dimensions as it is related to people. It is a very difficult to require a people to change their behavior and attitudes. The only pathway is communication. It is an effective way that to improve positive influence technique by adoption of motivation and leadership principles, and appropriate training on communication and change management. The heart dimension had to be well grasped. Otherwise the management is possibly facing strong resistance during implementation of organization policies and measures.

The analogy of ‘Head’ is about the contingency factor at organizational level. Head-oriented dimension means the strategic planning, no matter at corporate, business or functional level. The manifested outcome of his dimension is able to sustain intended competitive advantages by strategic planning.

The analogy of ‘Hand’ is about the functional skills to implement the strategic planning No matter how great the strategy or plan, at the end it is the frontline workforce to have them implemented.

“ A good management is an art and science of getting things done effectively and efficiently through people and other required resources guided by 3-H framework.” (Yu, 2019) Efficiency is aimed to produce the best possible outputs with the lowest possible input resources. Effectiveness is the degree to which objectives are achieved and the extent to which targeted problems are solved. In contrast to efficiency, effectiveness is determined without reference to costs and, whereas efficiency means "doing the thing right," effectiveness means "doing the right thing." (Drucker, 1999)

The three dimensions are inter-relative with each other’s. Even though the whole organization is motivated, endearing and zealous in support the organizational initiatives, if the strategic or project planning are poor (weak in Head dimension), or the implementation is poor (lack of competence, weak in Hand d dimension), the organization will be unable to achieve intended goals.

There are underlying assumptions of 3-H framework. Yu (2019) stated as follows:

Management is a holistic process, each dimension is interrelated and interacted with one and other, neither one nor two of dimension are enough to effectively & efficiently manage an organization. It must be a congruence among three dimensions. The magnitude of the congruence is positively correlated with the chance of success.

Depending on the nature of a project, individual dimension has different degrees of impact to the outcome, e.g., designing an organization-wide performance management scheme, heart and head shall play a more important role, whereas designing a logistic system, head and hand shall play a more important role.

Every member of an organization exercises one or more dimensions’ function(s) in any stage of his career. Typically, when people advance upward along a corporate ladder, s/he tend to engage with their Head and Heart functions more often; whereas, those frontline staff they use their Hands more often. Top management shall spend more time in playing Heart and Head-orient roles and his Head related jobs usually are delegated downward. On the contrary, junior manager or frontline workforce shall spend most of their time in handling Hand related tasks.

[bookmark: _Hlk15332990]

7.0	LIMITATION

The factual information from gap analysis is negative. No matter the planning on recruitment, time schedule and financial budget, both fail to meet. However, the ultimate goal of the project is to create core competence (competitive resources) in order to obtain sustainable competitive advantages. The judgment of success or failure should be focused on the outcome of the project that whether sustainable competitive resources being create which are fulfilled the element of value, rarity, imitability and organization. At this moment the project is still in progress. Although the project cost is overbudgeted and the time schedule is unable to meet due to internal and external factors, it is too early to determine whether the project will be success or failure. But positive and negative factors toward to the project planning and management are able to critical analyze in managerial perspective.

[bookmark: _Hlk15333000]

8.0	ANALYSIS FOR CRITICAL FACTORS TOWARD SUCCESS AND FAILURE OF THE PROJECT AND SUGGESTION FOR IMPROVEMENT

By applying the 3-H framework, the positive and negative factor reflected by the project gap as at 2nd milestone are as follows:

[bookmark: _Hlk15333009]8.1	Heart Factors – motivation

Whether the institution provide sufficient motivation to the project committee and the development team. 

The management provide high remuneration package to the skilled labors to development team and special allowance to the project committee. It is believed that the monetary motivation is the more directly and effective way to motivate the employee to work, attract and retain talents. However, Herzberg’s (1966) motivation hygiene theory, also known as dual-factor theory, contributes to motivational theory within the context of employees needs and satisfaction. Man has dual needs, and the factors that produce job satisfaction are distinct from the factors that lead to dissatisfaction. Herzberg (1966) distinguishes hygiene factors from motivational factors. Hygiene factors are the factors which are extrinsic to the work, such as salary, supervision, or company policy. Motivation factors, by contrast, are intrinsic to the work, such as the nature of the task itself, advancement, or recognition, because they allow for personal growth (Herzberg, 1966) Hygiene factors in business don't motivate employees, but their absence, could lead to dissatisfaction. And Vroom (1964) believed that the majority of individuals worked for reasons that had nothing to do with money. Individuals want to obtain skills, acceptance, respect and the opportunity to contribute to society and money was just a necessary part of the work-motivation relationship (Vroom, 1964). Is it possible that one of the reasons for the project gap is induced by insufficient motivation to employee? How can the management do? One of the suggestions is providing additional resource in staff training in relevant skillset. It does not only provide a motivation effect to the employee but also to solve the fundamental problem about lack of experienced talents in financial application development. A sound communication mechanism is very important and team building is necessary.

[bookmark: _Hlk15333018][bookmark: _Hlk15322758]8.2	Head Factors – Strategic Management

[bookmark: _Hlk15311600][bookmark: _Hlk15315366][bookmark: _Hlk15315177]During the strategic planning, analysis tools are important determine an appropriate business strategy. These are also very useful in project management. The management used SWOT in the feasibility study to explore internal and external criterial factors regarding to the project implementation. SWOT analysis is a tool used in strategic planning stage to determine alternative options based on factors categorised in strengths, weaknesses, opportunities and threats (Srdjevic et al., 2012). It is a simple but powerful tool for evaluate organizations’ resource, capabilities and deficiencies, its market opportunities, and the external threats to its future. (Thompson et al., 2007). However, the institution still faced several external factors which affected the progress of the project to fall behind. Such factors were related to economic, socio-cultural, technological and regulation aspects. Therefore, PESTEL analysis would be suggested to use in the strategic planning and project management too. It’s a tool used in strategic planning stage to study macro-environmental factors into political, economic, socio-cultural, technological, environment and legal aspects (Yüksel, 2012). It is validated in different areas as being appropriate for strategic analysis of the dynamic parameters in long-term planning. Srdjevic et al. (2012) introduced a modified approach that SWOT factors are grouped into political, economic, social, technological, environment and legal for “an extensive and more accurate analysis of a complex system” Its remedy the lack of specific macro-environmental factors of SWOT.

[bookmark: _Hlk15318194]The management also use VRIO analysis in the feasibility study. It is a competitive advantage sustainability test framework. (Barney & Hesterly 2006) There are four elements assessing whether a resource has the potential to generate sustainability competitive advantage. The analysis result is as follows.

Valuable
Resources are valuable if they “enable a firm to develop and implement strategies that have the effect of lowering a firm’s net costs and/or increase a firm’s net revenues beyond what would have been the case” without these resources (Barney and Arikan 2001). 

The implementation of the integrated information system can lower the operation cost in long run and also the all-in-one wealth management platform can provide better customers’ experience to increase the usage of the platform and further increase the institution’s revenue.

Rarity
A resource is rare if it is controlled by a small number of competing firms (Barney
and Hesterly 2012). 

There are only very few financial institutions can provision a wide range of finance service as the institution. And there are no rival companies have all-in-one wealth management platform covering securities brokerage, futures brokerage, leveraged forex brokerage, asset management, money lending, insurance brokerage, bullion brokerage, private trust service on the market.

Imitability
A resource is imperfectly imitable if it is substantially costly to obtain or develop for competing firms (Barney and Hesterly 2012). 

All the financial service provided by the institution are regulated by relevant domestic and oversea regulators. And basically, all the financial service has their barrier to entry. the setup procedures are costly and time consuming. The institution has 14 financial service licenses of Hong Kong and USA respectively. Besides, the development and implementation of the project of integrated information substantial are costly and time consuming too.

Organization
Even if a resource is valuable, rare, and imperfectly imitable, a firm must be“organized to exploit the full competitive potential of its resources and capabilities” (Barney and Hesterly 2012)

The origin of the project precisely is to utilize the competitive advantages of the provision for a wide range of financial service in an integrated information system with all-in-one wealth management platform

Therefore, the project outcome could ultimately create sustainable competitive resource and further constitute of sustainable competitive advantages. It aligned with the corporate goal and the strategic planning is possible to be succeeded. It provide a critical factor toward the success of the project.

[bookmark: _Hlk15333029]8.3	Head Factors – Competence

Training of operating skill
The most possible factor toward to the project gap is the employee lack of essential skillset to implement project. In order to solve the fundamental problem about lack of experienced talents in financial application development, provided relevant training to improve the employee skillset.  Training kits and operation manual are necessary for new employee to study their essential opening knowledge when onboarding. The material should be prepared in simple and easy understanding presentation and these are possible to understand by layman. Regarding to the project committee. 

Besides, in order to prevent or eliminate the substantial project gap keeping exist, closely monitor of project progress is necessary. Project management tools likes Microsoft Project or Trello should be used to streamline project, resource, and portfolio management and these help the committee keep track of project.


[bookmark: _Hlk15333037]

9.0	CONCLUSION

The purpose of this study is to explore the failure and success elements of the project and what key lesson can be draw from the reflection. Due to the project is still in progress, there is a limitation that reflection only can be done on the status of 2nd milestone. Even through the original project planning about human resource management, project timeline and financial budget both are unable to meet, the core objective of the project is being achieved. The critical elements possibly induced the substantial project gap are explored with suggestion of improvement by adopting 3-H Frameworks. It is looking forward to the reflection on the ultimate outcome of the project in the future.

[bookmark: _Hlk15333046]
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