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Abstract

From a business and marketing perspective, the media landscape has dramatically
changed with traditional media supplemented or replaced by social media (Yu et al,
2013). It has become an important method for banks to build relationships with their
customers (Econsultancy, 2013). The main purpose of this paper is to review the
impacts of social media on the banks, especially in terms of conversation, sharing,
publishing and participation aspects. This paper also reviews the impacts of social media
on the local commercial banks in Malaysia.
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INTRODUCTION

“Innovation is not a fancy engagement but a response to severe market challenges and
regulatory constraints and pressure. Innovation is a continuous change management
process which is often messy and chaotic, striving to succeed amidst the complex silos
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in financial institutions. 90% of the responding bankers said that their bank today is more
innovative than two years ago at the time of the Lehman collapse. The crisis increased
the level of innovation across the board although products and channels still remain the
key focus of innovation activities”. “Depending on the maturity of the market; banks go
first through product innovation, then progress to sales innovation and market share
innovation and eventually focus on customer service innovation” (The Asian Banker,
2010).

Previously, customers have to wait in a queue at the branch or on the phone to speak
with the operator of the bank. Today, customers are able to quickly raise their issues
through social media. It has become an important method for banks to build
relationships with their customers, especially to reach a younger generation
(Econsultancy, 2013). Social media has changed people's way of life dramatically
because of its high speed connections, ease of use and great credibility. From a
business and marketing perspective, the media landscape has dramatically changed
with traditional media supplemented or replaced by social media. In contrast to content
provided by traditional media sources, social media content tends to be more human
beings oriented (Yu et al, 2013).

Customers’ voice is growing in strength and amplified by increasing social media use.
“Banks have made progress in improving their communication channels. Both call centre
and mobile banking services have improved, with customer satisfaction up to 8% and
16% respectively year on year. However, the power of the consumer voice has
overtaken banks communication channels. Personal recommendations from family and
friends are the top source of information about banking products, with 71% of consumers
relying on this information as their primary source. 55% of consumers refer to online
communities or social networks for advice and a third of customers who use social
networking use it to actively comment on the service they receive from their bank” (Ernst
& Young, 2012).

A study has been conducted on the impact of social media on banking. 450 respondents
have been involved in this survey. Here are a few fast facts from the survey (King,
2010):
* Majority of these respondents would participate in social media before making a
decision on a financial service provider.
* 93% of respondents consider social networking will be worthwhile or critical for
banks in the next five years.
* 78% of respondents said social media is worthwhile or critical for corporate
banking relationships today.
* Majority of respondents would go first to independent community discussions
before coming to the brand itself.
* Facebook and Twitter scored as the highest value social media channels for
retail banking engagements.
* LinkedIn, Blogs and Privately managed online communities scored as the highest
value social media channels for business interactions.
* 74% of respondents believed that use of social media organisationally will
increase over the next two years, whilst only 1% said it would decrease.
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Based on Whiting and Williams’ (2013) study, there are ten uses and gratifications of
social media. These are related to social interaction, information seeking, pass time,
entertainment, relaxation, communicatory utility, convenience utility, expression of
opinion, information sharing and surveillance/knowledge about others. Thus, the overall
of current social media landscape can be summarised into four activities, mainly related
to the communication, sharing, publishing and participation (see Figure 1) (Toronto SEO,
n.d).

Figure 1: The Social Media Landscape
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The main objective of this paper is to review the impacts of social media on the banks,
particularly related to activities such as conversation, sharing, publishing and
participation. This paper also reviews the impacts of social media use for local
commercial banks in Malaysia.

THE USE OF SOCIAL MEDIA IN LOCAL COMMERCIAL BANKS IN
MALAYSIA

The most popular social media used by netizens in Malaysia at present is facebook. It is
not surprising why the banks in Malaysia are using Facebook for the purpose of
communicating with their customers.

Until 31 December 2012, the number of Facebook subscribers in Malaysia totaled
13,589,520 and showed penetration of 46.6% overall (Internet World Stats, 2013).
Assistant Minister of Youth Development Datuk Dr Stephen Rundi Utom said that
Malaysia is in eighth place in Asia and 21st in the world with most registered Facebook
users.
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Specifically, 34.5% are those within the 18-24 years old age group, 29.5% are those
within 25-34 years old and 16.3% are those within 13-17 years old (Talip, 2013).

Currently, Malaysia has eight local commercial banks in operation. Almost all of the local
commercial banks have created a Facebook account (see Table 1).

Table 1: Local Commercial Banks in Malaysia

No | Local Commercial Facebook Number of
Banks Likes (As of
13 November
2013)
1 | Affin Bank Berhad | http://www.facebook.com/affinbankberhad 9680
2 Alliance Bank
Malaysia Berhad http://www.facebook.com/AllianceBankMalaysia 28615
3 AmBank (M)
Berhad http://www.facebook.com/AmBankMalaysia 81423
4 | CIMB Bank Berhad | http://www.facebook.com/CIMBMalaysia 1184789
5 Hong Leong Bank
Berhad http://www.facebook.com/HongLeongBank 90
6 Malayan Banking
Berhad (Maybank) | http://www.facebook.com/Maybank 1027135
7 Public Bank
Berhad
8 | RHB Bank Berhad | http://www.facebook.com/RHBGroup 238221

According to Social Media’s (2013) report issued in October by Social Bakers, CIMB
Bank (ranked fifth) and Maybank (ranked seventh) was listed in the top 10 Facebook
brands by the number of local fans.

The main purposes of the banks in Malaysia are using social media for the purpose of
engaging with their customers, in terms of few aspects as mentioned below (Asian
Strategy & Leadership Institute, 2011):

* Social media is able to assist in new product development or product innovation.
It is a tool to solicit customers’ views and feedback to help develop new products
or enhance/innovate existing products.

* Social media is able to enhance customer experience and service level, in terms
of assisting banks in addressing products or service issues with customers.

* Banks are able to use social media to build their organisation’s image, especially
in terms of branding.

* ltis a place for the banks to implement their promotion strategies. Banks are able
to integrate and include social network sphere with their products campaigns.

* Social media is able to develop a transparency strategy, as a way to improve
transparency with customers and build trust.
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A study related to the perception of Malaysian consumers about the use of social media
by the banks (Panjamorthy, 2013).

* 61% of respondents commented that they felt loyalty towards their banks. The
current loyalty programmes offered by banks are very attractive and impactful.

* 72% of respondents did not rule out shopping around for better banking deals.
Thus, banks should not stop at their current stage of accessibility, products,
services and innovation in their approach. Else, this will help reduce the number
of customers who want to cross over for a better bank or service.

*  69% of respondents are influenced by comments about companies on the social
media. 67% of locals trust comments on the social media about companies,
especially from people they know such as family, friends and co-workers while
69% are affected by positive comments and 67% by those that are negative.

THE IMPACTS OF SOCIAL MEDIA

Conversation

“The advent of social media provides researchers with a new and rich source of easily
accessible data about individuals, society and, potentially, the world in general. In
particular, data from social media captures online behaviour of users who communicate
or interact on a diversity of issues and topics” (Schoen et al, 2013). Even, “these
conversations can be witnessed by millions of current and potential customers
worldwide” (Dekay, 2012). “Social media marketing, a system which allows marketers to
engage, collaborate, interact and harness intelligence crowd sourcing for marketing
purposes, presents opportunity for banks which strategically adopt it into its organisation”
(Chikandiwa et al, 2013).

Mitic and Kapoulas (2012) in their study revealed insights on the four possible tactics for
social media engagement for banks. These include creating interactive and relevant
content; encouraging clients to interact with the bank via online social networks;
encouraging customers to actively contribute ideas to enhance bank’s offers for mutual
benefit; and collaborating with online community to create awareness about social media
programs.

Overall, the use of social media for communication can be categorised into eight
categories, which are blogs, mini blogs, RSS, wikis, tagging, social networks, multimedia
sharing and online documents (Gu and Widen-Wulff, 2010). As discussed by Whiting
and Williams (2013), social media is a platform for “social interaction because it was
narrower than interpersonal utility but broader than companionship”.

Sharing

Asia is the leading region in terms of consumer publishing and sharing information
online. This trend is being attributed due to the high Internet growth rates and willingness
to share information and be more open in terms of online brand involvement (Smith,
2010; Singh et al, 2012).

A study done by Whiting and Williams (2013) showed that 56% of the respondents were
using social media to express thoughts and opinions.



JIBC April 2014, Vol. 19, No. 1 -6 -

At the same time, they liked to criticise others, and how they enjoyed the opportunity to
vent on social media.

Osatuyi (2013) identified that users to interact with different social media technologies
based on the type of information shared (see Table 2). The study revealed that
information producers use different cues to indicate credibility of the information they
share on different social media sites.

Table 2: Information Classification Framework on Social Media Sites

Information Social media technology; information Information type
source dynamism [(D)ynamic or (S)tatic]

Microblogs (e.g., Tweets)[D], Social Political, sensational,
Primary Network posts[D], Photo sharing[D] Casual
Secondary Forums[D/S] Personal
Tertiary Wikis[S], Blogs[D/S] Political (history)

Source: Osatuyi (2013)

Even, “social media and Web 2.0 technologies are considered the ‘next milestone’ in the
evolution of corporate information and its analysis by the global financial community”.
The use of Web 2.0 technologies and social media will increase from its current low
level. The new technology could lead to uni-directional expansion of the web site content
by blogs, social networks and syndication; as well as use of social networking platforms
to open corporate dialog (Strategic Direction, 2012).

Publishing

Banks are using social media like Facebook far more as it affords more room to post
images, information and private messages (Samuels, 2013). Dekay (2012) commented
that corporations generally post five types of entries, or discussion threads to their
Facebook’s wall. These include direct marketing of products or services; promotion of
sponsored events; surveys; informational announcements; and fun postings, usually in
the form of questions related to recent or upcoming events. “For consumers, the value of
the recommendation platform lies in the number and quality (accuracy and honesty) of
the reviews, but only a minority of consumers actively posts reviews, while the majority
of users are passive readers. Moreover, reviews can have a huge impact on a product’s
success” (Constantinides and Fountain, 2008; Goldsmith et al, 2013).

Shiri (2009) conducted a comparative and analytical examination of ten social tagging
systems’ interfaces and their features and functionalities. The social tagging sites
examined in this study encourage and provide users with features to assign, explore,
browse and make use of tags during their interaction with social tagging sites. Their
study identified four main categories were developed to further examine the interface
features and functionalities:
* User tagging features. There are number of tags that allowed contributing,
formatting of tags, tagging notes and the ability to group similar tags.
e Tag browsing and exploration features. This includes supporting users in
browsing tags, such as the ability to browse the most popular or most recent
tags, and whether there are any system-suggested tags, tag clouds or tag lists.



JIBC April 2014, Vol. 19, No. 1 -7 -

* Interface layout. This includes how prevalently tags are displayed on the
homepage, and how different page views are organised for browsing.

* Relation between type of content and tagging features provided. This includes
how content type affects the tagging features offered and what tagging features
are recommended for certain types of content.

Participation

One of the elements in Social media is participation. This element will encourage users
to add, edit or simply rehash content (mashups) (Newstead, 2007). “Though the beauty
of social media is its two-way conversation value between brands and consumers, there
is plenty of room for one-way, push communication that comes directly from the brand.
But there’s a lot to consider before sending a Tweet or posting to Facebook. That's
where publishing best practices can help” (Nelson, 2013).

Banks are turning to social media to build and rebuild their customer relationships by
inviting their customers to participate in the business, such as helping other customers
and designing new products and services (Logvinov, n.d). From customers’ perspective,
their intention to participate in social media arises from either intrinsic factors or extrinsic
factors. "Intrinsic motivation refers to motivation embedded in the action itself (comes
within the individual), rather than from external rewards such as money or recognition.
Intrinsic motivation comes from the pleasure of completing the task satisfactorily. On the
other hand, extrinsic motivation refers to the motivation coming outside the individual’
(Amarasinghe, 2010).

Figure 2: What Motives People to Participate in Social Media?
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CONCLUSION

Overall, social media has an effective impact on banks, especially in terms of
conversation, sharing, publishing and participation. Moreover, local commercial banks in
Malaysia have been using social media to communicate with their customers.

Specifically, banks in Malaysia are using social media for the purpose of engaging with
their customers, especially to assist in new product development or product innovation;
to enhance customer experience and service level; to build their organisation’s image; to
implement promotion strategies; and to develop a transparency strategy (Asian Strategy
& Leadership Institute, 2011).

Due to the use of social media, it is important for the banks in Malaysia to increase their
investments in social media, and It is very important as well for banks to think about the
“adoption of an innovation” (Perrigot et al, 2012). “While many see a role for social
media — and many more realise that it will be a necessity to service the next generation
of customers who have grown up with it’. “This is a view of the future of banking, using
social tools to not only help run a traditional bank, but to reshape the whole idea of

banking” (BankingTech, n.d).
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