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Bangladesh inherited its banking structure from the British regime and had 44 banks and other financial institutions before the Partition of India in 1947. The Dhaka Bank established in 1806 was the first commercial bank in the Bangladesh region of British India. Bengal Bank, the fist British Patronized modern bank established in India in 1784, had opened its two branches in 1873 in Sirajganj and Chittagong of Bangladesh region. Later in 1862, the Bengal Bank purchased the Dhaka Bank and opened its first branch in Dhaka in the same year by reconstituting and merging the Dhaka Bank. Thereafter, another branch of Bengal Bank was opened in Chandpur in 1900. A number of other branches of Bengal Bank were opened in this region and some branches had been closed in course of time. There were six other branches of Bengal Bank in operation in the territory of Bangladesh until the Partition of British-India in 1947 and these branches were at Chittagong (1906), Mymensing (1922), Rangpur (1923), Chandpur (1924) and Narayanganj (1926).

Following the emergence of Pakistan in 1947, State Bank of Pakistan, the Central Bank of the country, came into being in July 1948. Later, the National bank of Pakistan, a strong commercial bank was set up in 1949. In all, 36 scheduled commercial banks were in operation in the whole Pakistan until 1971. The West Pakistanis owned most of these banks and only three of them namely, National bank of Pakistan, Habib Bank Ltd. and the Australasia bank Ltd. had one branch of each in East Pakistan in 1949. During 1950-58, some other Pakistani owned banks like Premier Bank Ltd., Bank of Bhowalpur Ltd. and Muslim Commercial Bank, had opened their branch in East Pakistan. Four Pakistan owned banks (The United Bank Ltd., Union Bank Ltd., Standard Bank Ltd. and The Commerce Bank Ltd.) conducted banking business in the Province during 1959-1965. But all of them had their headquarters in West Pakistan. East Pakistan had only two banks owned by local business groups with their head quarters in Dhaka. These were the Eastern Mercantile Bank Ltd. (Presently Pubali Bank Ltd.) and Eastern Banking Corporation Ltd. (Presently Uttara Bank Ltd.) established in 1959 and 1965 respectively.

In the beginning of 1971, there were 1130 branches of 12 banks in operation in East Pakistan. The foundation of independent banking system in Bangladesh was laid through the establishment of the Bangladesh Bank in 1972 by the presidential order No. 127 of 1972 (which took effect on 16th December 1971). Through the order, the eastern branch of the former State Bank of Pakistan at Dhaka was renamed as the Bangladesh Bank as a full-fledged office of the central bank of Bangladesh and the entire undertaking of the State Bank of Pakistan in, and in relation to Bangladesh has been delivered to the Bangladesh Bank. 

Bangladesh Bank has been entrusted with all of the traditional central banking functions including the sole responsibilities of issuing currency, maintaining the reserves, formulating and managing the monetary and credit policy, regulating the banking system, stabilizing domestic and external monetary value, preserving the per value of Bangladeshi taka, fostering economic growth and development and the development of the country’s market.

The Bangladesh Banks (Nationalization) Order enacted in 1972 nationalized all banks except foreign ones. Six nationalized banks were formed through merging the existing banks of the period.

The rate of growth and development of banking sector in the country was extremely slow until 1983 when the government allowed to establish private banks and started denationalization process: initially, the Uttara Bank in the same year and thereafter, the Pubali Bank and the Rupali bank in 1986. 

There were no domestic private commercial banks in Bangladesh until 1982. When the Arab-Bangladesh Bank Ltd. commenced private commercial banking the country. Five more commercial banks came up 1983 and initiated a moderate growth in banking financial institutions. Despite slow growth in number individual banks, there had been a relatively higher growth of branches of nationalized commercial banks (NCBs) during 1973-1983. Their number had increased for 1512 in 1973-1974 to 4603 in 1982-1983.

1.2. Current Structure of Banking System

Following is the country’s banking system as on 30 December, 2000:

A. Nationalized Commercial Banks (4): Sonali Bank (1972), Janata Bank (1972), Agrani Bank (1972), Rupali Bank (1972).

B. DFIs/Specialized bank (5): Bangladesh Krishi Bank (1973), Bangladesh Shilpa Bank (1972), Bangladesh Shilpa Rin Sanglstha (1972), Rajshahi Krishi Unnayan Bank (1987), Bank of Small Industries and Commerce Bangladesh Ltd. (1988).

C. Domestic Private Commercial Banks (27): Mercantile Bank Limited(1999),  Pubali Bank (1972, Denationalized in 1983), Uttara Bank (1972, Denationalized in 1983), Arab Bangladesh Bank Ltd. (1982), IFIC Bank (1976, Started full-fledged banking on 24 June, 1983), Islami Bank Bangladesh (1983), National Bank (1983), The City Bank (1983), United Commercial bank (1983), Albaraka Bank (1987), Eastern Bank (1992), National Credit and Commerce Bank (1993), Prime Bank (1995), South East Bank (1995), Dhaka Bank (1995), Al-Arafah Islami Bank (1995), Social Investment Bank (1995), Dutch Bangladesh Bank (1996), One Bank (1999), Exim Bank (1999), The Premier Bank (1999), Standard Bank (1999), Bangladesh Commerce Bank (1999), Mutual Trust Bank Ltd. (1999), The Trust Bank (1999), Bank Asia (1999), and First Security Bank (1999);

D. Foreign Private Bank (13): American Express Bank (1996), Credit Agricole Indosuez (1980), ANZ Grindlays Bank (1949), Standard Chartered Bank (1965), Habib Bank (1976), State Bank of India (1975), National Bank of Pakistan (1994), Muslim Commercial Bank (1994), City Bank N.A. (1995), The Bank of Nova Scotia (1999), Hanvit Bank (1996), Al Faysal Islami Bank of Bahrain EC (1997), Hong Kong Shanghai Banking Corporation (1996), Bank of Tokyo Mitsubishi (Representative office)

[Note: Years in the bracket indicate year of establishment]

The list above is exhaustive for the scheduled banks. There are now the non-scheduled banks in Bangladesh, and they are Jubilee Bank in Khulna, Narayanganj Co-operative Bank, Eden Bank, Sayedpur Commercial Bank, The Comilla Co-operative Bank, Dinajpur Industrial Bank, Rajshahi Bank, Sanker Bank, Madaripur Commercial Bank and Faridpur Banking Corporation. But data are not available on their Performance, as they do not require submitting returns to the country’s central bank. Contrary to the scheduled banks, the non-scheduled banks are not subject to the regulation of the Bangladesh Bank.

Bangladesh Samabaya Bank Ltd.  (BSLB), the apex institution of all central cooperative societies, co-operative land mortgages banks, central sugarcane growers associations, Thana Cooperative societies, and other societies in the country. Any of the above societies can be a member of the samabaya bank and on 30 June 1999 the bank had 511 members. Total deposits and advances of the BSBL on 30 June 2000 stood at Tk. 2.20 crores respectively. The authorized and paid up capitals of the bank were Tk. 10.00 crores and Tk. 3.20 crores respectively. It accumulates loan able/investible funds through borrowing from the Bangladesh Bank against the repayment guarantee of the government of Bangladesh.

1.3. Mercantile Bank Limited

Mercantile Bank Limited is a scheduled Bank under private sector established under the ambit of bank Company Act, 1991 and incorporated as a Public Limited Company under Companies Act, 1994 on March 12, 1995. The Bank started commercial banking operations effective from June 02, 1999. During this short span of time the Bank had been successful to position itself as a progressive and dynamic financial institution in the country. The Bank had been widely acclaimed by the business community, from small entrepreneur to large traders and industrial conglomerates, including the top rated corporate borrowers for forward-looking business outlook and innovative financing solutions. MBL by concentrating on the activities in its area of specialization has achieved a good market reputation with efficient customer service and is one of the top most Bank of Bangladesh with good customer base and is achieving a growth of almost 50% per year. The Authorized Capital of the Bank is Tk. 3000 million and the Paid -up Capital is Tk. 1199.12 million although the paid up capital including the retained earnings is almost triple now. It has been growing faster as one of the leaders of the new generation banks in the private sector in respect of business and profitability as it is evident from the financial statements for the last 4 years. It has thirty-five branches to boast for all over the country. The Bank provides a broad range of financial services to its customers and corporate clients. The Board of Directors consists of eminent personalities from the realm of commerce and industries of the country.  The Bank is manned and managed by qualified and efficient professionals. Mr. Shah Md. Nurul Alam is the Managing Director and CEO of the bank. He brings with him a wealth of experience of managing private sector banks in the country.
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1.5. Mission
The emergence of Mercantile Bank was at the juncture of liberalization of Global economic activities. The experience of the prosperous economies of the Asian countries and in particular of South Asia has been the driving force and the strategic operational policy options of the Bank. Mercantile Bank limited has been consolidating its position and preparing itself for the era by upgrading technology, training its workforce, restructuring organizationally and creating a new work culture. The Company Philosophy – “Efficiency is our strength” has been preciously the essence of the legend of bank’s success.

1.6. Brief History of Credit Card
The card facility was first introduced in the United States in the beginning of the 20th century. Western Union, a US money transfer company, started issuing an embossed metal plate to its preferred customers in 1914. The cardholder had to pay an annual subscription to join the club. This was the beginning of the charge card. 

In the 1920s, a shopper's plate - a "buy now, pay later" system - was introduced in the USA. It could only be used in the shops, which issued it. In 1950, Diners Club and American Express launched their charge cards in the USA, the first "plastic money". In 1951, Diners Club issued the first credit card to 200 customers who could use it at 27 restaurants in New York. But it was only until the establishment of standards for the magnetic strip in 1970 that the credit card became part of the information age. 1958 American Express Bank, like Dinner Club, started card on travel and entertainment. By 1959 the system evolved in great magnitude. A cardholder was allowed to pay off the full amount at the end of the month or to spread payment to suit his or her requirements. The customer's monthly payment included a finance charge on the unpaid balance. In 1960 Bank of America introduced its own card, the Bank America card and offered license to other banks in 1966 that brought this system into world arena. A good number of banks across the world bought the license and marketed credit cards

 On the other hand, in 1967 four California banks changed their name from the California Bankcard Association to Western State Bankcard association (WSBA). WSBA opened its license to other financial institutions. Its bankcard product was known as Master Charge. Numerous financial institutions became Master Charge members to compete with Bank America card. In 1977 Bank America card was renamed as Visa USA/Visa International and in 1979 master Charge changed its name to Master Card maintaining the lofty standard to meet up the customers' expanded needs. 
1.7. Credit Card

A plastic card bearing an account number assigned to a cardholder with a credit limit that can be used to purchase goods and services and to obtain cash disbursements on credit. A cardholder is subsequently billed by an issuer for repayment of the credit extended at once or on an installment basis (minimum amount).

Among the credit card brands, two of them are much reputed and covers about 90% of the world business. These are MasterCard credit card and VISA credit card.
Jointly owned by more than 21,000 member financial institutions around the globe. Visa is a private, profit association dedicated to serving its members, cardholders and merchants, through its member financial institutions. VISA offers the worlds most established and widely accepted payment solutions for both consumers and Business. Today, VISA continues its tradition with its vision of universal commerce, or “U-commerce.”

U-commerce envisions a world in which buyers and sellers can conduct commerce securely and conveniently, anywhere, anytime, anyway they like. In the real world and online as virtual marketplace, people around the world will enjoy new levels of convenience, safety and flexibility.

1.8. Credit Card Operation
  1.Proprietary Card
Plastic card issued by a financial institution or other organization to their customers for the purpose of accessing credit or deposit accounts through ATM or POS terminals, or for the purchase of goods or services from the issuing organization. These cards are considered proprietary if they are issued under the Logo or emblem of the issuing organization instead of a logo such as VISA.

2.  Revolving Line Of Credit
An account, the customer can repeatedly use to pay back without having to reapply each time credit is used.

    3  Cardholder
The. cardholder is solicited, screened and approved by the issuer, which establishes a line of credit for the customers and issues the credit card. The cardholder uses the credit card either to purchase goods and services from a merchant or to obtain advance from a member of ATM for which the cardholder receives a monthly bill from the issuer.

 4.   Issuer
The cardholder’s financial institution (usually called the issuing member. Or issuer) is a licensed member of MasterCard or VISA. The issuer

issues the card to the approved cardholder 

· Receives and pays for transactions from MasterCard and /or VISA card.

· Bills and collects from the cardholder.

· The issuer may also benefit from the services of a third party and or association in processing information and payments

 5.  Acquirer
The acquiring member or acquirer solicits, screens, and accepts merchants into its Credit Card program.

The acquirer is a member of MasterCard and/or VISA, and holds a written agreement with the merchants to:

· Accept the merchant’s sales slips

· Provide the merchant with credit card authorization terminals, instructions, and contracted support services

· Handle and process the credit card transactions

The acquirer usually charges the merchant a merchant discount for handling the transactions. The acquirer is licensed by MasterCard or VISA and agrees to follow the operating rules and regulation of the two associates.

MasterCard and VISA provide various services to the acquirer, including authorization and settlement processing, interchange and resolve member disputes.

Many financial institutions are both acquirer and issuer. As acquirers they maintain the merchant relationship. As issuer they maintain the cardholder relationship.

 6.  Merchant
The merchant can be any virtually any company, which meets the qualification standards of MasterCard and/or VISA an acquirer. Typical merchant business includes retail stores, restaurants, airlines, mail order companies, and health plans to name a few.

MasterCard and VISA both require that the merchant be financially responsible and of good repute. The merchant has a written agreement with the acquirer to accept the credit card as payment and to abide by the terms of the agreement.

1.9. The Credit Process
Every extension of credit carries some level of risk. There is no absolute guarantee that the Cardholder will handle relationship according to the terms and condition of the credit agreement, which highlighted at the time of card issue. Sometimes they lose their job, spend more than they make, or borrow more than they can repay. Before approve any type credit limit, the Bank credit department must attempt to estimate credit risk. Banks use two basic methods to determine credit worthiness or assessing the bank’s risk level. These are as follows:

a. Judgmental system or judgmental method

b. Matrix system or scoring method

Before using the above-mentioned methods the Bank Credit officer should consider the following factors for taking decision:

i. Monthly Income

ii. Tax payers Tax identification numbers

iii. Ownership of a car

iv. Ownership of a house in a municipal area

v. Martial status

vi. LAN telephone

vii. Type of company

viii. Tenure of present service

ix. Tenure of present residence

x. Other regular credit card

xi. Six months average Bank Balance

xii. Personal suitability

           1. Judgmental System Or Judgmental Method 

The judgmental method is the oldest form of determining credit worthiness. Under this method, a Bank loan officer or a credit analyst reviews every application. In essence, the loan officer uses the profiles discussed earlier to arrive at a decision.

On the basis of training and personal experience, the loan attempts to predict the likelihood that the application will be good or bad credit customer.

     2. Matrix System or Scoring Method
The first step in developing the credit score system is to define good and bad accounts because precise definitions vary from Bank to Bank. For example, a good account might be defined as one that will not exceed a 60 day delinquency and will not be past due more than twice during any 12 month period. A bad account might be defined as one that will become 90 days or more delinquent and may have to be charged off as a loan loss.

Using these definitions, databases are identified for statistical analysis and for creating the profiles. The databases include financial and other personal information and information from the original credit bureau reports for 

1. Good accounts that are currently on the books 

2. Bad accounts that are in the advanced stages of delinquency or are already charged off. Samplings may also be taken from recent applications that were both approved and declined. These samples help validate the profiles that are being created from current or charged off accounts.

1.10. Importance Of Credit Cards
A credit card is a great financial tool. It can be more convenient to use and carry than cash, and they offer valuable consumer protections. Paper money and coin are risky and burdensome for carrying. One can avoid the toll of finger-counting changes in this system. Dollars, Pounds or Taka can be plundered, lost or stolen. But there is no such fear for card. The cardholder is given a code number called PIN (Personal Identification Number) without which the card cannot be used at sales or services points where the PIN is required. Only the owner of the card will be entitled to use it. In case the card is stolen or lost the clients’ bank will issue a fresh card. 
1.11. Need Of Credit Card Products In Mercantile Bank Limited

The banking scenario has been undergoing an increased competition as a consequence of economic liberalization and globalization. So, bankers now have been compelled to constantly introduce new products to attract customers. The valued clients of the bank are increasingly demanding credit card in the product line-up. With a view to satisfying the clients’ needs as or market demands MBL had contacted a number of international Credit Card Associations such as VISA, Master card and American Express. 

1.12. Special Features of the Bank
a. It has been performing conventional commercial banking activity and striving to introduce Islamic Banking functions.

b. It is the pioneer in introducing and launching different customer friendly deposit schemes to tap the savings of the people for canalizing the same to the productive sectors of the economy.

c. For uplifting the standard of living of the limited income group of the population the Bank has introduced Consumer Credit Schemes by providing financial assistance in the form of loan to the consumers for procuring household durables, which have had encouraging responses.

d. The Bank is committed to continuous research and development so as to keep pace with modern banking.

e. The operations of the Bank are fully computerized so as to ensure quick, prompt flawless and services to the customers.

f. The Bank has introduced camera monitor system (CCTV) to strengthen the security services inside the Bank premises.

1.13. SWOT Analysis
SWOT analysis is a basic straightforward model that provides direction and serves as a basis for the development of marketing plans. It is the detailed study of an organization’s exposure and potential in perspective of its strength, weakness, opportunity and threat. This facilitates the organization to make their existing line of performance and also foresee the future to improve their performance in comparison to their competitors. As though this tool, an organization can also study its current position, it can also be considered as an important tool for making changes in the strategic management of the organization.

Strength
A new bank product creates an appeal to the customers as well as the prospective clients if the bank has a good customer base and reputation in the market and this is the main strength of Mercantile Bank Limited. The bank has thirty five branches located in the key areas which may work as unique selling points to pursue customers to consume  MBL’s product.  MBL has a vast line of services, which cad attract people of different segment of the society.

Weakness 

MBL currently don’t have any strong marketing activities through mass media e.g. Television. TV ads play a vital role in awareness building. MBL has no such TV ad campaign.

Opportunities:
The focal opportunity of the bank should be its competitors’ vulnerabilities. To propagate the line of customers the bank will have to introduce tempting features embedded with the product. Major contract with big corporate houses as well as middle class people might be a good market to exploit.
Threat
The main threat for MBL is a wide range of competitors. About ten of them are multinational. The multinational banks came to our country with vast resources, like financial and marketing skill. Also new invented business tools and techniques are channeled to them from their parent organization. So, it is a threat for the MBL.  
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Literature Review

& Theoretical Understanding

Literature Review

The value of any single study is derived as much from how it fit with and expands previous work that raise the importance of literature review (Cooper, M 1998). Literature review typically appears as introductions to reports of few primary data or as more detailed independent work (Harper, Weins, & Matarazzo, 1978). Therefore, it is vital for the researchers to structure literature review, whether his/ her field of research or design relates to, and builds upon previous work in the area. The author has developed the literature review by combining published books and journal which is described as theoretical investigative research review.
Porter, M. (1975), defines corporate strategy that concerned with issues such as diversification, competition, differentiation, interrelationship between business units and environmental issues. It attempts to match the resources of the organization with the opportunity and risks of the environment (SWOT). Corporate strategy is also concerned with defining the scope and roles of the SBU’s of the firms so that they are coordinated to reach the ends desire.

Griffin et. al., (1998), explains the difference between the corporate strategy and business strategy. Their understanding of business strategy is, that call for a firm to rely on a single business, product, or service for all its revenue. The most significant advantage of this strategy is that the firm can concentrate all its resources and expertise on that one product or service.

Cravens et. al (2003), describes Marketing strategy that encompasses selecting and analyzing the target market(s) and creating and maintaining an appropriate marketing mix that satisfy the target market and company. 

Strategic planning is the process of developing and maintaining a strategic fit between the organization’s goal and resources and its changing market opportunities. The strategic marketing planning process includes the following steps: (Kotler & Anderson, 1987)

· Determine organization-wide objectives, mission, and specific goals to which marketing strategies must contribute.

· Assess external environment threats and opportunities that can be addressed by marketing in the interest of achieving greater organizational success.

· Evaluate present and potential organization resources and skills to take advantage of the opportunity or repel the threat identified in the external environmental analysis. 

· Determine the marketing mission, objective, and specific goals for the relevant planning period.

· Formulate the core marketing strategy to achieve the specific goals.

Figure 1: Strategic Marketing Planning Process















Source: Kotler, P and Anderson, A.R. 1987, Strategic Marketing.

· Put in place the necessary organizational structure and system within the marketing function to ensure proper implementation of the designed strategy.

· Establish detailed programs and tactics to carry out the core strategy for the planning period, including a timetable of activity and assignments of specific responsibility.

· Established benchmarks to measure interim and final achievements.

· Implement the planning program. 

2.1. Key Marketing Objectives:

Marketing objectives should always be set within time limits but the plan may include more than one set of objectives, e.g. Six month and twelve month targets. They will include:

· Revenue targets

· Target market-share

· Profitability goals

2.2. Marketing strategy:

It describes the key approach to achieving the marketing objectives. It differs from business strategy in that it gives board direction at a lower level.  It will include, for example:

· Target Market strategy - target a vertical market or attack particular size companies cross industry, etc

· Positioning value strategy- occupying the product/service in consumer’s mind with proposition. 

· Marketing mix strategy- designing the marketing mix around the buying motives- emphasizing the marketing concept.

2.3. Target Market Strategy:

Target marketing consists of evaluating and selecting one or more segments whose value requirements provide a good match with the organization’s resources (Walker, O. C., et al. 2000). Management may decide to target one, a few or several segments to gain the strengths and advantage of specialization.  

Cravens, D. W. et al. (2003), presents factor analysis by which Targeting decisions in growth market situations can be influenced. These factors are: (1) the capabilities and resources of the organization, (2) the competitive environment, (3) the extent to which the product -market can be segmented, (4) the future potential of the market, and (5) the market-entry barriers confronting potential competitors. There are at least three possible targeting strategies: extensive market coverage by firms with established businesses in related markets, selective targeting by firms with diversified product portfolios, and very focused targeting strategies by small organizations serving one or a few market segments.

Once the target market is selected, it is important to design and implement positioning strategy for each target. Kotler, P et al, 2003, says that positioning is the act of company’s offering and image to occupy a distinctive place in the mind of the target market. The positioning concept has been further added by the work of David and Gray. They comment that result of strategic positioning is the successful creation of a customer-focused value proposition, a cogent reason why the target market should buy the product. 

2.4. Positioning Strategy:

It is important that the company should be able to articulate what they want to bring to the market and how to provide added value. This is value proposition. The company should understand the value proposition because it is a statement of why customers should buy from a particular company as opposed to your competition. It is the positioning which makes the company unique in the marketplace. 

2.5. Marketing Mix Strategy: 

Selecting the desired positioning requires understanding of buyers’ needs, wants and perceptions of competing brands. Park (1986) defines positioning strategy as the combination of marketing program (mix) strategies use to portray the positioning to targeted buyers. McCarthy (1996) classified the marketing mix as tactical tools into four broad groups, which he called the 4 Ps of marketing: Product, Price, Place & Promotion. The particular marketing variables under each P are shown in figure 2. 


Figure 2: The four P Components of marketing mix. 

Cravens et al (2003) describes promotional strategy that consists of planning, implementation and controlling an organization’s communications to its customers and other targets audiences. The purpose of promotion in the marketing program is to achieve management’s desired communication objectives with each audience. Further more few decisions are involved in designing the promotional strategy, including (1)  deciding on the role of each of the components that make up the promotion of marketing mix, (2) determining the promotion budget, and (3) selecting a strategy for each mix components. 
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Objective & Methodology of the Study:

The main objective of this research is to uncover the marketing strategies for credit card pursued by the MBL (Mercantile Bank Limited)  in Bangladesh. In order to achieve this objective, the following issues have been considered.

· To evaluate the marketing strategies of MBL for credit card in Bangladesh.

· To provide recommendations regarding marketing strategies to overcome the difficulties. 

It is one kind of qualitative research, where the data collected are qualitative in nature. And the analysis of these data will be done qualitatively. The study combined of both primary & secondary data. The secondary data have been collected from published literature, journals, brochures, company information etc. The primary data have been collected through a series of semi-structured interview with senior managers & field observation of MBL in Dhaka, Bangladesh. Time period of the study lies between 15th Jan to 15th April 2007

.       

Findings


4.1. Marketing Objective 

The market plan is the central instrument for directing and coordinating a marketing effort. The Mercantile Bank limited is planning to launch the Credit Cards of MBL as an additional product for customer satisfaction and for a long-term relationship with customer with an objective to achieve breakeven within three years of its operation that is after launch (in 2006) within 2008.
The following is the marketing objective for the product in numerical terms: 

	
	Yr-2006
	Yr-2007
	Yr-2008

	 No of cards to be issued
	5000
	8000
	12000

	No of local cards
	4500
	7000
	10500

	No of International cards
	500
	1000
	1500


Source: Interview with marketing manager of MBL

Considering the existing client base of 20,000 account holders it can be assumed this will not be a very difficult task to achieve. 

4.2. Selecting Target Markets
MBL is opting both for Silver and Gold cards. Any Bangladeshi citizens Except minor, insane, illiterate, lunacies, dependants, students, insolvent, bankrupt persons, loan defaulters, will be eligible for MBL VISA card.

 1   Target Customers
The following group of people should be targeted for the bank’s card marketing:

· Employees, Executives and the Directors of Banks, Insurance and other types of Financial Institutions.

· Directors and Executives of Export oriented Garment industries.

· Members of renowned club and societies.

· Doctors and Engineers

· Employees of Foreign and multinational Companies.

· Directors of 100% Export Oriented Leather and other Industries.

· University and College Teachers.

· Employees of Mobile telephone service Providers ie. Grameen phones, Bangla Link, Aktel etc.

· Government High Officials 

· Renowned Businesspersons in the society.

· Members of Chamber of Commerce and Industries.

· Defense Officers.

· High officials of renowned NGOs, International Voluntary organizations.

   2.  Priority
1. First priority must be the existing valued account holders of the Bank.

2. Employees of the reputed organization who are getting at least Tk.10, 000 salary per month.

3. Employees of Bank & other Financial Institutions.

4. Corporate clients of Mercantile Bank Ltd.

4.3. Which Credit Card brand to choose and Why 

After studying the Credit Card market it has been seen that the Master Card brand name has already been exploited in the market by other banks and at present only Standard Charted Bank and more recently, Premier bank Ltd. Issue VISA cards, VISA card has a potential market. This helped by the fact the Standard Charted and the former ANZ Grindlays Bank operation in Dhaka had set up, Point of sale (POS) terminals side by side with its Master Card POS’s which can be used by the other banks’ VISA Cardholders. This will help us to launch the Card product quickly as the bank will not be required to set up POS terminal at merchant outlets. This part of Credit Card business is called acquiring and requires considerable amount of capital outlay, time and effort. The bank has also applied to VISA to do acquiring business. On the other hand, American Express POS terminals are in the market and if it wishes to launch the American Express brand Credit card we must acquire/ sign up good number of merchants first.

Since the Asia Pacific Board of directors of VISA International has permitted Mercantile Bank limited (MBL) a principal member ship to issue and acquire VISA branded debit and credit cards in the near future, accordingly it has set up credit card operations in progress. As per licensing agreement with Visa International, Mercantile Bank Ltd is allowed to issue the following types of cards:

1. Visa Gold Card International Use (Also can be used locally)

2. Visa Gold card for local use

3. Visa Classic Card for International Use (Also can be used locally)

4. Visa Classic Card for Local use.

It may be mentioned that separate cards need not be issued if a cardholder wants to take a card both for International spending and local spending. This will be a special feature of MBL Visa card. 

4.4. Using Marketing Intelligence
The preliminary information needed is who are the card providers and what kinds of cards are they offering. Both external and internal information is being used all throughout the paper. Some of the officers of National Bank Limited, Prime Bank Limited and the City Bank limited as well as Card division members of Mercantile Bank have been talked with to derive the following information 

The credit card market has matured since its inception in early 90’s. Cardholders are now more conscious about the benefits being offered by different card issuing banks. At present cardholders choose to select card fee and card limit as criteria for selection of card. It is needed to give a competitive edge to MBL Visa Credit Card over other Banks’ Cards in terms of card limit. But the delinquency rate experienced by the card industry of Bangladesh in past years is not a happy picture. 

4.5. Card Issuing Banks In Bangladesh

· Standard Chartered Bank - VISA & MASTERCARD 

· National Bank Ltd.  - VISA & MASTERCARD 

· Prime Bank Ltd. - VISA & MASTERCARD 

· Premier Bank. - VISA 

· The City Bank Ltd. - VISA 

· HSBC – MASTERCARD (Co- Brand with Prime Bank)

· Dhaka Bank – Proprietary Card(Co- Brand with VANIK)

· VANIK-(Non Banking Institution) Proprietary Card

· Mercantile Bank Limited – VISA

The valued clients are increasingly demanding Credit Card in the product line up. Some of the competitors like prime Bank limited and National bank limited have already established themselves in the market in this regard apart from the major players like Standard Chartered Bank and the former Grindlays Bank.

Information derived from either internal or external sources has helped to evaluate what needs to be done and to model its own process. Different banks that are operating credit cards have been traced for situation analysis.

4.6. Credit Card Service Providers In Bangladesh (Competitor)
 1. Credit Card Of Standard Chartered Grindlays Bank
Former ANZ Grindlays Bank, now Standard Chartered Grindlays Bank, took a pioneering role in introducing credit card in Bangladesh. It started acquiring Visa and MasterCard nearly 10 years back. In the first few years, its operational area was very limited and concentrated only on the large hotels and restaurants. In 1997 the bank decided to launch full-scale card operation and very realistically brought a wide range of people under its service system. It is now giving a wide range of card services through multifarious quality facilities 

The bank has Visa Silver, MasterCard Silver and MasterCard Gold card. MasterCard Gold is targeted to high-end customer base that have a higher income. Silver cards have lower credit limits.

The minimum income requirement for Silver is Tk. 10,000 per month and for Gold is Tk. 55,000 per month. 

The income of the applicant along with other financial data is the preliminary consideration in deciding the limit of credit. Standard Chartered Grindlays Bank offers air travel accidental insurance to its cardholders and this is maximum of Tk. 1,00,000 for Silver and a maximum of Tk. 5,00,000 for Gold. The bank has ATM machines in Dhaka, Chittagong and khulna. Several more new machines will be installed in phases. Standard Chartered Grindlays Bank has initiated for the cardholders' benefit that a cardholder can withdraw maximum 50% of his card's limit in cash on 30% interest. Earlier a cardholder could withdraw only 20% of his card limit on the same interest.

2.National Bank

National Bank burst into the world of credit card in October 1997. Like Prime Bank it has Gold International and Gold Local and Silver International and Silver Local. For Silver Card one must have a income of minimum Tk. 12,000 and for Gold Card a person must have an earning of Tk. 50,000 per month. But in some cases it is relaxed, for example, a high-ranking government official may achieve a Gold Card though he does not fulfill the condition of income. It is now dealing with more than 6,000 clients. Kazi Mainuddin Ahmed, Senior Officer, has supported the credit card adding that it's something that can enhance the holder's social status like the possession of a magnificent house, a car and a position give a person identity and standing in society. In response to question about decreasing the existing condition of income to be a cardholder Md. Hafizur Rahman, officer, has said 'the cards are for a section of people, not for the commoners'. However, the issuance of credit cards is on the rise. 


         3.  Prime Bank
Prime Bank opened its business of credit card in November 1999. The bank has Gold International and Gold Local, and Silver International and Silver Local. For a Silver Card one must have income range over Taka 10,000 and for a Gold Card a person is to have earning minimum Taka 55,000. Prime Bank inserts the client's photograph on the credit card. When a cardholder receives his monthly statement, he can either choose to pay in full or just the minimum due amount shown on the statement. No interest is charged if he pays in full within the payment due date. There are many sorts of service charges like - annual fee, additional fee, replacement fee, late payment fee, excess limit penalty, return cheque fee etc. If a cardholder accumulates 20,000 Prime Bank Bonus Points for his Gold Card or 10,000 Bonus Points for his Silver Card in a year then he will enjoy card facilities without fee ($1 purchase equivalent to 1 Bonus Point). If a cardholder accumulates 10,000 Prime Bank Bonus points for Gold Card or 8,000 Bonus Points for Silver Card in a year then he will enjoy Card facilities without fee. (Tk. 50- purchase equivalent to 1 Bonus point). The highest Prime Bank Bonus Point Holder can enjoy free air ticket of Dhaka-Bangkok-Dhaka (Business Class). The bank has already listed about 3,500 members for their cards. An official of the bank preferring anonymity said introduction of any good thing like credit card is better but its practical use in our market places invites a lot of trouble because of malpractices.

     4.  VANIK
VANIK (now named as LankaBangla), a Sri Lanka-Bangladesh joint venture financial institution, has been rendering credit card services in Bangladesh since 1998. It has already crossed the mark of issuing 6,000 credit cards within a couple of years. Now it is covering only Dhaka city and it has a plan to spread its services to different parts of Bangladesh.

VANIK issues two-type of credit cards - Gold and Classic. The minimum income requirement for Classic is Tk. 10,000 per month and for Gold is 50,000. For the Gold Card Taka 3,000 is to be paid as annual fee while Taka 1,500 for the Classic. Interest per month is 2.5% on carried forward amount for both the cards. Depending on the requirement of a client, one could either settle his outstanding balance in full by the date given in his statement or has the flexibility of paying only 1/12th of the outstanding balance in installment. Whatever method he chooses he can enjoy an interest free credit period of maximum 45 days. The validity of both cards is one year from the date of issuance. 

Ishtiaque Ahmed, working with VANIK in credit card evaluation division has said, many a time some subscribers seem to be reluctant to pay the bill and so they give the wrong addresses of their residences and offices and when the time for payment comes they could not be traced. To handle the problems, a team has been constituted to check the applicants' addresses and other information whether these are true or false. Asked about the prospect of credit card in a poor country like Bangladesh, he responded positively adding that when an attempt was first made to market mineral water and tissue paper it was apprehended that they would not get good results, but the reality is quite opposite.



        5.  Smart Card Of Grameen Bank 

The Grameen Bank is set to introduce its own version of credit cards for rural people. The Bank has taken up initiatives to bring the country's rural masses, initially its members, under its IT network to facilitate their daily transactions and other business activities smoothly and bring about a qualitative change in their lifestyle through its 'smart card' project. The 'smart card' will provide facilities like banking, utility and insurance to members of the Bank's micro-credit program. At the initial stage, a point of sale (POS) terminal device will be installed at various sites across the country, where Grameen members live. The users will be able to use 'smart card' to facilitate their business and other needs what usually the credit card users enjoy in cities. Grameen Software Limited (GSL) signed a memorandum of understanding (MoU) with Information Technology Consultants Ltd. (ITC) on May 5,2001 to implement the project. At every POS terminal, there will be a smart card that will preserve data of all off-line transactions. The card is expected to be introduced this year in greater Dhaka zone of Grameen network. Later, different villages across the country will be brought under the network of the smart card services. 
Such marketing Intelligence has provided information that is helpful to further modulate MBL’s own Credit Card design and enhance it better for consumers. To convince its existing Account holders also to influence external clients to operate with it.

4.7. Marketing Opportunities
Guided by the marketing Objective and marketing Intelligence, the next step is to identify and evaluate market opportunities. A marketing opportunity has been basically identified by the customer complaints as well as suggestions. Considering its existing client base the demand for the credit card is enough to encourage its progress.

4.8. Business Plan

Developing a sound Business plan is the first critical milestone in establishing a successful bank credit card program. This plan is vital in conducting the scenario planning before launching the credit card product in the Bank. It is a part of the strategic plan before marketing the product; it provides the step-by-step direction of the entire organization.

The bank has applied for Principle membership of VISA and the cost associated with the Principle Membership of VISA is as follows:

	Sl no.
	ISSUES
	ONE TIME COST
	YEARLY

	01
	Membership fee
	USD 20, 000/-
	-

	02.
	Visa Online
	
	USD 6,000/- Tk 4,32,000/-

	03.
	Connectivity charge
	-
	USD 22, 000/-or Tk 15, 84,000/-

	04.
	Below standard fees (charges for Credit card payment through Non electronic medium
	
	USD 4,000/-or Tk. 2,88,000/-

	05.
	VISA Yearly Fee (payable quarterly USD 5,000/-
	
	USD 20,000/-or Tk. 14,40,000/-

	Total
	USD 20,000/- or                  Tk. 14,40,000/-
	USD 52, 200/- or Tk.. 37,44,000/-


Source: unpublished data collected from MBL marketing department

In Addition to the membership costs there are also some technical cost associated with VISA membership which are outlined below:

	Sl no.
	ISSUES
	ONE TIME COST
	YEARLY

	01.
	VISA Technical Certification
	USD 10,000 /- or Tk. 7,20,000/-
	-

	02.
	Settlement Software
	USD 6,000/- or   Tk. 4,32,000/-
	

	03.
	Missecellaneous Visa charges
	
	USD 4,000/- or                    Tk. 2,88,000/-

	
	Total 
	USD 16,000/- or Tk. 11,52,000/-
	USD 4,000/- or                     Tk. 2,88,000/-


Source: unpublished data collected from MBL marketing department

But even before choosing a Credit Card option the bank must choose whether it wishes to set up its own infrastructure or use a third party processor who will take care of the bank’s expensive and would cost additional of USD 500,000.00 for both hardware and software. Since setting up its own infrastructure would be time consuming and would take considerable training and expertise. With the object of quick and smoothly launching of Credit Card product MBL had contacted a company called Bangladesh Electronic Payment System Limited (BEPS).

4.9. Bangladesh Electronics Payment System Limited (BEPS) 

It is a joint venture between Comex Genesys (a Singaporean registered company) and successful Bangladeshi Entrepreneurs. The company is incorporated and operating in Bangladesh as a third party processor of electronic payments, including full credit and debit card management system.

Comex Genesys (“CGS”) is a wholly owned subsidiary of Commerce Exchange PTE LTD (“comex”), a Singapore-based company founded in 1999. The major shareholders of Comex include Visa International, Infocomm Investments, Citicrop N.A., Venture TDF Barings Private equity Partners, JAFCO investment (Asia Pacific), and JAIC Asia Capital. 

CGS is a leading cards and payment solution provided based in Kuala Lumpur, Malaysia CGS Offers a complete suit of card processing solutions including consumers, debit, private label and commercial cards and also other innovative cash management solutions to streamline and automate the cash payment and collection processes.

CGS’s solution are fully compliant with all major payment associations including VISA , Master Card, Diners club and American Express . Developed on an open platform, CGS solutions are easily interoperable with all major existing consumer and corporate banking system. CGS currently has an active user base of 100 financial institutions in 31 countries for its software products.

1.  Advantage of using BEPS services
There are many advantages of using the third party processor instead of setting up bank’s own Credit Card infrastructure some of which are outlined below:

i. Maintains 24 hours global staff Credit Card software.

ii. Provide training to Bank staff on Credit Card software.

iii. Provide training to merchant on point of sale terminals.

iv. Ensure compliance to card association requirements.

v. Provide appropriate disaster recovery and backup systems.

vi. Provide linkage to card association gateways.

vii. Provide data center and infrastructure according to international requirements.

viii. The Cardpro V5 EMV software used by BEPS has all modules conceivable to rum card operations. All other Banks in Bangladesh having card infrastructure including Standard Chartered do not have all the modules as it is expensive.

ix. Mr Andy Ng has been appointed by VISA to set up infrastructural facilities to provide link to VISA international data center from Bangladesh. Six more Banks from Bangladesh will start issuing cards onwards. If everything goes according to plan Mercantile Bank will be joining that group.

2.  BEPS Pricing structure
BEPS has submitted the following schedule of fees and charges for their services. The joining fee and Yearly maintenance fee is due only after completion of three months live card issuance are:

	Sl no.
	ISSUES
	AMOUNT

	01.
	Joining Fees
	Tk. 30,0,000/-

	02.
	Yearly Maintenance Fees
	Tk. 6,00,000/-

	03.
	Annual Card Maintenance Fee 
	Tk. 250/-

	04.
	Card Embossing Fees
	Tk. 150/-

	
	Total
	Tk. 400/- per card

	05.
	Transaction Charge
	Tk. 2.00 per transaction


Source: unpublished data collected from MBL marketing department

 4.10. Technological Guideline
1. Credit Card Software
The Cardpro V5 EMV software developed by Comex Genesys (CGS) and used by BEPS is a state of the art, well proven solution, rich in features and functionalities. Cardpro V3 , an older version of  Cardpro V5 EMV is being used in National Bank Limited , Prime  Bank Limited and VANIK Bangladesh limited. Cardpro is fully compliant to card association. International, regional and country specific compliances developed on an platform it can accommodate all credit cards including VISA, Master Card and AMEX cards as well as all debit cards and proprietary cards. This means that in return for the joining fee to BEPS SEBL can launch as many debit or credit card products it wishes to, even its own proprietary debit and credit Cards.

2.  Strategic Planning
It has been seen that the use of the services of BEPS, a third party processor is the best option for us. Installing of its own infrastructure is a viable option when it will reach threshold of nearly 40,000 Credit cards. The cost for principal membership of Visa will come to around Tk. 52,32,000.00 and cost of membership of BEPS will be Tk. 36,00,000.00. 

In addition an amount of Tk.6, 55, 000 will be required for the necessary hardware at the Card center at Head Office. Therefore MBL requires an investment of Tk. 94,87,000.00 to introduce VISA Credit Card product in the Bank.

 3. Hardware Requirements
The below is the computer hardware requirements required and the cost associated with it to start Card operations:

	Sl no.
	Items
	Amount

	01.
	Server
	Tk. 2,50,000/-

	02.
	Network switch and Rack
	Tk. 1,00,000/-

	03.
	DFX Printer
	Tk. 1,50,000/-

	04.
	Laser Printer
	Tk. 35,000/-

	05.
	Scanner
	Tk. 15,000/-

	06.
	CD writer
	Tk. 5,000/-

	07.
	Net working and related costs
	Tk. 1,00,000/-

	
	Total
	Tk. 6,55,000/-


   Source: unpublished data collected from MBL marketing department
4. Man Power Requirements
At the beginning 12 people will be required at the card center but when card activity will start it will require about 20 persons. At least 2 of those people should be technical experts (good Knowledge of computer hardware, credit card software and communications) and six marketing persons and the rest will be for card center management/ accounts management.

4.11. Product Differentiation
Card Types:

Mercantile Bank Ltd will issue the following types of cards and the product is as such differentiated according to the usage and the limit for each kind of cards: 

· Visa Gold Card for International Use (Also can be used locally)

· Visa Gold Card for Local Use

· Visa Classic Card for International Use (Also can be used locally)

· Visa Classic Card for Local Use.

It may be mentioned that separate cards need not be issued if a cardholder wants to take card both for International and Local Single plastic will be used for dual, local and International spending. This will be a special feature of MBL Visa Card.

Product Design: Features Of MBL VISA Credit Card: 

a. Photograph

b. Signature 

c. Same Plastic Dual Usage 

d. Free Supplementary Card 

e. 45 Days Credit Facility

f. 50% Cash Withdrawal 

Card Limit:
There will be difference between Visa Gold Card and Visa Classic Card. Basically Visa Gold Card will be for an elite group while Visa Classic for the rest eligible people. On the other hand there is market demand for higher card limit. To address this market demand it can propose to fix the Card Limit as below:

	SL NO.
	Particulars
	Card Limit

	
	
	USD
	Tk

	01
	Visa Gold Card for both International and Local Use (Dual Card)
	4000 and above*
	1,50,000 and above**

	02
	Visa Classic Card for both International and Local Use (Dual Card)
	500 – 3999
	30,000– 1,50,000**

	03
	Visa Gold Card for Local Use Only
	N/A
	80,000 and above*

	04
	Visa Classic Card for Local Use Only
	N/A
	10,000– 79,999


Source:   Source: unpublished data collected from MBL marketing department
* Upper limit of USD portion depends on the available balance in RFCD A/C and Retention Quota Foreign Currency Account as per Guidelines for Foreign Exchange Transactions and Bangladesh Bank Circular issued from time to time. Upper limit of Taka portion depends on security coverage and credit matrix. Also Bangladesh Bank (the regulatory body of banks) Prudential Guidelines for Consumer Financing will be followed in this regard. 

** For International/Dual card, the proposed taka card limit starting from Tk. 1,50,000 and Tk. 30,000.00 for Gold Card and Classic Card respectively will be applicable if USD limit is sanctioned against hundredpercent securities. If there is shortfall of security coverage against USD limit of International/Dual Card, Taka limit will be set according to customer relation 

Cash Withdrawal Limit:

MBL Visa Credit Card holders can withdraw cash from ATM or Bank Counter. Cash withdrawal limit for MBL Visa Credit Card is 50% of Card Limit.
4.12. Card Issuance

The most preferred way of issuing credit card is against security. Security may be in the form of Lien on FDR, SB and CD A/C, Personal Undertaking, Corporate Undertaking, Letter of Comfort. Since the existing market is very competitive, it may have to bargain with the customers for obtaining minimum security. If not possible to retain minimum security it may follow the credit matrix (given below) to fix the card limit. However, card matrix will only be applicable for local card issuance, for International Card Issuance we will follow Bangladesh Bank Foreign Exchange Regulations where each card will be issued against security.

 4.13. Eligibility for MBL VISA Card

Any Bangladeshi Citizen except minor, insane, illiterate, lunatics, dependants, students, insolvent, bankrupt persons, loan defaulters will be eligible for MBL Visa Card. In any case of deviation proper approval from Bangladesh Bank along with adequate security is required.

4.14. International Card Against Travel Quota
International Card limit against Travel Quota will have the card limit as per yearly Personal Travel Quota of Bangladesh Bank. As per Bangladesh Bank Guidelines for Foreign Exchange Transactions, a Bangladeshi National can spend USD1000/= when traveling in SAARC Countries and Myanmar by air during a calendar year, within this annual limit, up to USD 500 can be spent for overland travels to the aforesaid countries. For traveling in Non- SAARC countries a Bangladeshi National can spend maximum up to USD 3000/= from the cardholder will be taken before card issuance for above compliance. Moreover, software customization for the delineation of the quota for SAARC Countries and Non-SAARC Countries to be strictly followed for security purpose of the Bank Lien on FDR will be as security before sanctioning Int’l Card Limit for Travel Quota Card. 

4.15. International Card Against RFCD (Resident Foreign Currency Deposit) Account
As per Bangladesh Bank guidelines for Foreign Exchange Transactions, a Bangladeshi National can bring in up to USD 5000 while returning from abroad without declaration to Customs Authority in FMJ Form. The person ordinarily resident in Bangladesh can open  RFCD A/C where foreign exchange brought in at the time of his/her return can be deposited. International Card will be issued against the balance available in RFCD A/C. 

4.16. International Card Against Exporters Retention Quota

As per Bangladesh Bank Guidelines for Foreign Exchange Transactions, exporters may retain7.5 % of repatriated FOB value of total exports as retention quota. International Card will be issued to maximum of 3 executives (as defined by Bangladesh Bank) against Exporters Retention Quota.

4.17. Issuance Of Local Card Using Credit Matrix
The matrix will be followed when the card will be issued without security.

Following factors will be considered for assessment of individuals’ credit worthiness:

	Slno
	Factors
	Basis Of Point Calculation
	Maximum
	Acquired

	1.
	Monthly Income
	Tk. 10,000 and above (0.125 points for each Tk. 1000) up to Tk. 2.00 lac.Tk. 2.00 lac and above will get  25 points
	25
	

	2.
	Tax payer having TIN
	
	5
	

	3.
	Ownership of a Car
	Own=5/Parents=3/Group -Ownership=2,Leasing=1
	5
	

	4.
	Ownership of a House
	Own=5/ Parents=3/Group Ownership=2
	5
	

	5.
	Marital Status
	Married=5; Unmarried=3
	5
	

	6.
	Land Phone
	Own=5; Parents=3
	5
	

	7.
	Service Type
	Govt./Bank/Multinational/Professionals/CIPs/VIPs=5,Sr.Executives of PLC = 4, NGO/Defense/Businessman=3; Others=2
	5
	

	8.
	Tenure of Present Service
	5 Years+=5/ Each Year=1 points
	5
	

	9.
	Tenure of Present Residence
	5 Years+=5/ Each Year=1 points
	5
	

	10.
	Other regular Credit Cards
	VISA or MasterCard 
	5
	

	11.
	6 months average bank balance*
	Tk.5000 and above (0.15 for per 1000) up to Tk1.00 lac
	15
	

	12.
	Personal appraisal/background**
	Sales & Recommending officers of MBL will give this point
	15
	

	
	Total Marks
	
	100
	


Source: unpublished data collected from MBL marketing department 




*Points Calculation for 6 months average bank balance (if Tk. 1.00 lac and above):

	Average Balance in any kind of deposit account
	If Balance is with Mercantile Bank Ltd.
	If Balance is with another Bank

	Tk. 1 lac to 3 lac
	5 points
	   Nil

	Tk. 3 lac to 5 lac
	8 points
	5 points

	Tk. 5 lac and above
	10 points
	8 points

	Tk. 10 lac and above
	15 points
	10 points


Source: unpublished data collected from MBL marketing department

**Points for personal appraisal will be given by the Sales/Recommending Officer:

	Recommendation
	Points
	Remarks

	Strong
	15
	

	Moderate
	10
	

	Positive
	8
	

	Satisfactory
	5
	

	Known only
	2
	


Source: unpublished data collected from MBL marketing department
Matrix Formula:

On the basis of points acquired as per table in 2.4.A) above, card limit will be fixed as per following formula: 

	Points Obtained
	Card Limit

	35
	Minimum Qualification for eligibility (the applicant will be asked for security in the form of FDR, Personal Undertaking/Guarantee and whatever deemed to be necessary)

	40-50
	1.5 times of Monthly Total Income

	50-60
	1.6 times of Monthly Total Income

	60-70
	1.7 times of Monthly Total Income

	70-80
	1.8 times of Monthly Total Income

	80-90
	1.9 times of Monthly Total Income

	90-100
	2.0 times of Monthly Total Income


         Source: www.VISA card.Matrix.com

4.18. Product Pricing 

In credit card business there are two sides: Issuing and acquiring. Issuing business refers to those activities that relate to the issuing of Credit Cards like issuance fee, Card replacement fee, PIN re-issuance fee etc, and also interest income. Acquiring business refers to those business activities, which relate to hiring of merchants and setting up of Point of sale terminals at merchant outlets and collection of merchant commission of usage basis from the other banks clients.

1.  Issuing Business
Assuming that MBL will be issuing two types of cards: Silver and Gold having issuance/ renewal fee of Tk.750.00 and Tk.1000.00 respectively. Income from issuance activities will come from:

· Silver card: Tk. 750.00 less Tk.400.00 (charges payable to BEPS is Tk.250.00 per card.

· Gold card: Tk.1000.00 less Tk.400.00 (charges payable to BEPS is Tk.600.00 per card. Bank will collect interest income from outstanding amount from Credit Card holder account after allowing a grace period of up to 45 days at 2.5% per month chargeable monthly.

· Other than the above there are other avenues of income such as: Card replacement charge, Later payment charge, excess over limit charge and PIN re- issuance charge.

2.  Acquiring Business
Acquiring business source of revenue is the sharing of the merchant commission (which is usually 2.5%) of purchased amount through credit card using POS terminal having VISA connectivity. The sharing of merchant commission is on the following basis:

	Criteria
	MBL’s share
	BEPS’s share
	Other Bank’s

	If card issuer is MBL and POS belongs to MBL
	1.7%
	0.8%
	-

	If card issuer is MBL and POS belongs to BEPS
	1.5%
	1%
	-

	If card issuer is MBL and POS belongs to another Bank
	1.1%
	0.4%
	1%

	If card issuer is another bank and POS belongs to MBL
	0.6%
	0.8%
	1%


Source: unpublished data collected from MBL marketing department
Pricing has been in comparison to the other players of the market. In banking arena Mercantile Bank Limited is mainly competing with the second generation banks which includes Prime Bank Limited, Dhaka Bank Limited and the upcoming Premier Bank Limited. 

The pricing has been done in such way such that MBL’s products are cheaper than Prime Bank Limited so that it could persuade some of the clients of Prime Bank Limited and Dhaka Bank Limited, it can also hope to compete with The City Bank Limited in terms of the service that it provides.

 3. Commercial Viability:
Below outlined a formulated three year business plan and based on which a financial analysis has been prepared. 

The three-year business plan:

	
	Year 1 (2006)
	Year 2 (2007)
	Year3 (2008)

	No. of purchase
	5000
	8000
	12000

	Purchases made through Credit Card volume 
	Tk 4.50 crore
	Tk 6.40 crore
	Tk 11.40 crore


Financial analysis of VISA Credit Card Project (Tk in lac):

	
	Year 1 (2006)
	Year 2 (2007)
	Year 3 (2008)

	
	Local VISA card
	Intl VISA Card
	Local VISA card
	Intl VISA Card
	Local VISA card
	Intl VISA Card

	
	Target of card issuance
	4500
	500
	7000 (new 3250 + renewed 3750)
	1000 (new 650 + renewed 350)
	10500(new 5700 + renewed 4800)
	1500 (new 1000+ renewed 500)

	
	Projected income

	a.
	Card Fee
	36.25
	1.86
	56.25
	35.40
	85.00
	51.30

	b.
	Card Replacement Fee
	1.56
	
	2.62
	
	4.37
	

	c.
	PIN Re-issuance Fee
	0.75
	
	1.0
	
	1.50
	

	d.
	Interest
	33.75
	9.0
	52.50
	15.75
	78.75
	39.80

	e.
	POS commission (issuer part)
	2.97
	0.36
	5.39
	0.72
	9.24
	2.16

	f. 
	Late payment charge
	3.24
	0.36
	5.04
	0.72
	7.56
	1.08

	g.
	Excess over limit charge
	1.89
	.21
	2.94
	0.42
	4.41
	60.60

	
	
	80.41
	23.53
	125.74
	53.01
	190.83
	94.77

	
	Projected Expenditure

	a.
	Employee salary & benefits
	35.00
	
	45.00
	
	47.00
	

	b.
	Card production charge payable to BEPS
	18.00
	2.00
	28.00
	4.0
	42.00
	6.0

	c.
	Cost of funds utilized
	9.0
	2.40
	14.00
	4.20
	21.00
	10.56

	d.
	VISA yearly charge
	33.72
	
	33.72
	
	33.72
	

	e.
	Amortization of Yearly fees
	17.20
	
	17.20
	
	17.20
	

	f. 
	BEPS Yearly Fees
	6.0
	
	6.0
	
	6.0
	

	g.
	BEPS transaction Charge
	0.45
	0.12
	0.70
	0.02
	1.05
	0.07

	h.
	Printing & stationery
	5.00
	
	5.00
	
	5.00
	

	i.
	AD & promotional
	15.00
	
	15.00
	
	15.0
	

	j.
	Depreciation of Hardware
	1.31
	
	1.31
	
	1.31
	

	k.
	Miscellaneous
	4.0
	
	4.0
	
	4.0
	

	
	
	144.68
	4.412
	169.93
	82.24
	193.28
	16.63

	Net profit / Loss Projected income – projected expenditure
	(40.14)
	0.60
	75.69

	Net Profit
	(40.14)
	(39.55)
	36.14


Table formulated based on data collected from MBL’s marketing department

Based on the assumption taken for financial analysis and existing practices in the Credit Card industry in Bangladesh it can be summarized that MBL can reach break even in its credit card operation at around 8000 cards; and by the third year of operation it would be making net profit of Tk. 5.69 lac and after taking into account initial losses it would be making a cumulative profit of Tk. 36.14 lac.

In preparing financial analysis it is assumed two types of card will be used:

· Gold Card.

· Silver Card.

	Fees
	Card issuance Fees
	Renewal Fees
	Replacement Fees

	Gold card
	1000
	1000
	750

	Silver card
	750
	750
	500

	Personal identification Number (PIN) Re-issuance Fees = Tk. 500

	Interest & Commission
	2.50% per month on the Outstanding Balance to be charged monthly

	Merchant commission 
	2.5% of purchase value

	Charges
	Late Payment charge: Tk. 300.00

	
	Excess over limit

Tk. 350.00

	Fees for international Visa Card

	Gold Card
	US $ 80.00

	International Silver 
	US $ 50.00

	Merchant commission
	A minimum of US $ 1.00


Source: unpublished data collected from MBL marketing department
Target for Card issuance: 4500

a. VISA Credit (silver)
:
3500



b. VISA Credit (Gold)
:
1000

1.  Projected Income

      a. Card Fee: (Assuming Gold Card = Tk. 1000/-; Silver card = Tk. 750/-)

VISA (Silver) = Tk. 750 x 3500= Tk. 26,25,500/-

VISA (Gold) = Tk 1000 x 1000= Tk. 10,00,000/-

Total: Tk. 36.25 lac

b. Replacement Fee: (Assuming Gold Card = Tk. 750/-;  Silver card = Tk.       

500/-)

VISA Silver = Tk. 750 x 500= Tk. 1,00,000/-

VISA (Gold)= Tk. 500 x 75 = Tk. 56,250/-

Total: Tk. 1.56 lac

       c. PIN Re-issue Fee: 

          For all types card: 150 x 500 =Tk. 75000 (assumed no of cases 150@ Tk. 

          500/-) 

        d. Interest: 

i. VISA Credit (Silver + Gold): 11,250,000.00 x 30% = Tk 3375000/- (assuming an average of Tk. 2500/- per card outstanding for an estimated for 4500 card)

ii. POS Commission (only on the issuer part): Tk. 2,97,000 9assuming 1.1% of total transaction amount of Tk. 2,70,00,000/-; 4500 card x Tk 6000 per card per year)

iii. Late Payment Charge: Tk. 3,24,000/- (assuming 2% chargeable card per month of total 4500 card users will fail to make payment by due date i.e. 90 x 300x 12 where the late payment penalty is Tk. 300.00) 

iv. Excess over limit charge: Tk. 1,89,000 (assuming 1% chargeable card will cross the sanctioned limit. It may happen due to payment failure i.e 45x 350x 12 where excess over limit is minimum Tk. 350/-)

2.  Projected Expenditure

a. Employee salary and Benefits: Tk. 35,00,000 for 12 years.

b. Card Processing charge payable to BEPS: Tk. 20,00,000 for 4500 cards @ Tk 400 on an average. 

c. Card Processing charge payable to BEPS: Tk. 20,00,000/- for 4500 cards at Tk. 400 on average. 

d. Cost of Funds utilized Tk. 11,250,000 x 8% = Tk. 9,00,000/-

e. VISA yearly Fees Total Tk. 33,72,000/-

f. Amortization of BEPS joining Fee and VISA Membership amortized in 36 equal installment over a three year period and others as shown in the table. Similar assumptions are made for the International cards.

4.19. Channel Of Distribution 

All the existing branches of the bank shall issue the cards. The general guideline shall be given to the Dhaka based branches for issuance of the cards as per the already set card limits, concentrating on the target market and by using the credit matrix. 

As already mentioned the fact that the Standard Chartered and the former ANZ Grindlays Bank operating in Dhaka had set up Point of Sale (POS) terminals side by side with MasterCard POSs which can be used by other banks’ VISA card holders . This will help to launch the product quickly as it will not be required to set up POS terminal at merchant outlets.

4.20. Promotion 

The product may be launched by the 2nd June, 2006 on the 7th Anniversary of the bank. In case of promotion, personal selling will be more effective than any other forms of promotion.  

· Personal Selling

The MBL should conduct workshop on its credit card product for the employees of our bank so that they are well equipped to promote and influence the existing base of client to go for its credit cards.

In addition to this the Card representatives those who have been already recruited and specifically assigned to this job are constantly going to various people to increase the use of its cards.

· Advertising


Mercantile Bank avoids vigorous advertising through media, as its target group is not the mass but the higher income group. But for this specific product it should be launching it through few advertisements in the daily newspapers at least twice before the launch so that people are reminded that something new is happening in the Bank. 

· Public relations


Public relations is a coordinated attempt to create a favorable product image in the mind of the public by supporting certain activities or programs, publishing commercially significant news in a widely circulated medium. The launch of the product is in concurrence to its decade of existence for this reason paid media coverage will be obtained and the product will be launched with a lot of enthusiasm.  

4.21. Execution Of Action Plan
1. Obtaining Principal Membership of VISA.

2. Licensing Agreement with VISA International has been completed and they have allowed issuing the four types of cards. 

3. Agreement with Bangladesh Electronic Payment Systems Limited (BEPS).

4. Card Limits are already set.

5. Target group of SEBL already identified and conveyed to its branches and to the representatives of the CARD department.

6. Appraisal format done for selection of Cardholders.

7. Fees and charges fixed.

8. Hardware requirements fulfilled through local purchase from its suppliers.

9. Organogram of the Credit Card Department is already done.

10. Credit Card department should be organized. The design and plan of sitting should be done in such a way so as to attend clients at the head office level brought in by the field representatives. The front portion of the head Office should be redecorated to efficiently serve the clients with all modern furnishing and outlook.

11. At least ten new personnel must have been recruited. The newly recruited should be very much experienced in the field. They can be brought in from the banks, which are already in service of credit card in the market such as Premier Bank Limited, Prime Bank limited. Besides that four or five officers from the existing base of employees required to be transferred to this department for efficient service of this department.

12. Some of the newspapers are to be contacted to provide advertisements designed by MBL. The main theme may be like “We are always providing the best and with the growing demands of Credit Cards we are giving the best as the client deserves.”

13. Eligibility of MBL Visa Card already circulated to the Dhaka branches

14. To ensure that the system of payment works efficiently, the product must have been distributed to the employees at 50% fees during the beginning of this year (As it already did). Thus the products operational feasibility has been tested and the results show it can be successful in providing efficient service. The International cards have been tested by its sponsor directors and it has kept up to its promises.

4.22. Future Marketing Prospect

The 'credit card', though a new phenomenon in business and transaction arena which had already won the hearts of millions across the globe, has set its foot in this part of the world with its magical power and becoming a way of life here by offering its handy feature and usefulness. In the advent of Information Technology and globalisation, now shoppers need not worry about money, all they need is willingness and a credit card to buy anything they want at any places across the 'Global Village'. Worldwide access, acceptability and popularity as well of credit cards have rose to such an extent that it is now posing a threat to theory of old 'hard-cash' possession of currencies amid growing sense of insecurity worldwide. The forward march of 'plastic money', the other name of the credit card, is so rapid that the whole concept of monetary system needs immediate review as it has put a question mark in the very existence of paper money.

4.23. Present and future Growth
The pace of growth depends on the number of cards that are required in the market. In the past few months, there has been an acceleration of migration to the credit cards but more needs to be done to influence its use. 

At the end of June 2006, according to the latest Visa report, 64 million Credit cards had been issued (8.7% of total Visa cards in Bangladesh). In Bangladesh more than 60% of Visa cards are now used.

According to reports, substantial work is continuing with the deployment of automated teller machines (ATMs) and point-of-sale terminals. About 900 terminals (20% of the total) have been deployed across Dhaka with more than 50 ATMs upgraded. All these figures will have increased by the end of 2005, indicating that Bangladesh is setting the pace in the global migration to chip and PIN (Personal identification Number). But, with card issuance just beginning, VISA Card represents an excellent example of visionary idea and cooperation that have changed our daily lives. Since its introduction more than 33 years ago, VISA has changed the way financial institutions, merchants and consumers transact business through its single efficient system of electronic payment and exchange.
VISA has 57 percent of the world share of Credit Card business, making it the largest amongst all the competing Credit Cards put together. It has unsurpassed processing capability and last year it processed US$2 trillion of transactions on behalf of 22000 member banks. It has more than 1 billion cardholders and 20 million merchants locations. 

In Bangladesh Premier Bank has issued more than 14,000 Cards since launching of Credit Card in January this year. Card members include corporate executives, employees and students. Credit card service is provided by 23.1% of the banks including both PCBs and FCBs. Telebanking is second most penetrated e-baking service in Bangladesh. Credit card is becoming very popular service in major cities of Bangladesh; during 1999 the growth of credit card market is almost 100 percent.



Analysis

 
5.1. Analysis


A marketing plan is the marketing logic where by the company hopes to achieve its marketing objectives. It consist of specific strategies for target market, positioning, and the marketing mix. 


Market means all actual and potential customers. And the target market means the process of evaluating each market segment’s attractiveness and selecting one or more to enter. In MBL a marketing opportunity has been basically identified by the customer complaints as well as suggestions. Considering its existing client base the demand for the credit card is enough to encourage its progress. Here they took help from marketing intelligence for assessing competitor and product aspect. Any Bangladeshi citizens Except minor, insane, illiterate, lunacies, dependants, students, insolvent, bankrupt persons, loan defaulters, will be eligible for MBL VISA card.


After selecting he target market the MBL tended to precede for positioning the product. Positioning can be defined as occupying a distinctive place in the customer’s mind. Here the company prepared a message based on their objectives. MBL try to position their credit card by focusing on low price and using VISA that is the product of ANZ Grindlays bank, which is the introducer of ATM.


The marketing mix can be defined as a set of controllable elements. Those elements are divided in to four parts. Those are product, price, place and distribution. A product is any goods , service or idea which is able to meet a customer’s specific need. Mercantile Bank Ltd will issue the following types of cards and the product is as such differentiated according to the usage and the limit for each kind of cards: Visa Gold Card for International Use (Also can be used locally), Visa Gold Card for Local Use, Visa Classic Card for International Use (Also can be used locally) and Visa Classic Card for Local Use. It may be mentioned that separate cards need not be issued if a cardholder wants to take card both for International and Local Single plastic will be used for dual, local and International spending. This will be a special feature of MBL Visa Card.





Price selection is very important thing for achieving the marketing. Price is some thing as in return, which the firm gets by providing goods and services. Firm should remember that price should be eligible for customer that is which price they want to pay for the value provided and also meet the profit target of the firm. Pricing has been in comparison to the other players of the market. In banking arena Mercantile Bank Limited is mainly competing with the second-generation banks, which includes Prime Bank Limited, Dhaka Bank Limited, and the upcoming Premier Bank Limited. The pricing has been done in such way such that MBL’s products are cheaper than Prime Bank Limited so that it could persuade some of the clients of Prime Bank Limited and Dhaka Bank Limited, it can also hope to compete with The City Bank Limited in terms of the service that it provides

Another phase of marketing mix is ‘Place’, that is, the channel of distribution. By this process the firm make product avail to the customers. Standard Chartered and the former ANZ Grindlays Bank operating in Dhaka had set up Point of Sale (POS) terminals side by side with MasterCard POSs which can be used by other banks’ VISA card holders . This will help to launch the product quickly as it will not be required to set up POS terminal at merchant outlets.


Promotion is one of the most important tools of marketing mix. Promotion can be defined as the marketing process by which firm pursue its customer to buy its product. MBL use three types of promotional tools, those are advertising in newspaper, personal selling and maintaining public relation.

5.2. Strategic Marketing In The Future 

To set a strategic marketing plan for the future it is crucial for the bank to address the following questions:

· What product might be offered, and what feature needs to be included in the future?

· Whether MBL should offer a VISA or MasterCard or both? 

· Should both Gold or Standard card will be offered?

SWOT analysis must be an effective tool to attend the above queries.

5.3. SWOT Analysis

SWOT analysis is a basic straightforward model that provides direction and serves as a basis for the development of marketing plans. It is the detailed study of an organization’s exposure and potential in perspective of its strength, weakness, opportunity and threat. This facilitates the organization to make their existing line of performance and also foresee the future to improve their performance in comparison to their competitors. As though this tool, an organization can also study its current position, it can also be considered as an important tool for making changes in the strategic management of the organization.

Strength:

A new bank product creates an appeal to the customers as well as the prospective clients if the bank has a good customer base and reputation in the market and this is the main strength of Mercantile Bank Limited. The bank has thirty five branches located in the key areas which may work as unique selling points to pursue customers to go for MBL’s credit card. Besides, for MBL Visa Card separate cards need not be issued if a cardholder wants to take card both for international and local spending which is a special feature of its product.

Most importantly the bank already has a good IT base and a skilled management to uphold the product in the future.

Weakness:
The major weakness of the product is that there are many business centers, which do not give card facilities causing troubles to the cardholders. Moreover, the most disadvantage of the card is that all the people wishing to be cardholders cannot enjoy card facilities because of ceiling-touch income bracket along with other criteria, only a certain section of people fulfilling criteria can be cardholders. 

Opportunities:
The focal opportunity of the bank should be its competitors’ vulnerabilities. To propagate the line of customers the bank will have to introduce tempting features embedded with the product. Major contract with big corporate houses as well as middle class people might be a good market to exploit. After having a good customer base with Visa credit card the bank could start to operate Master Card simultaneously to grab the mass market. Notably, ever speedy lifestyle trend holds a good future for the product.

Threat:  

The relatively low security of the credit card system presents a major threat for credit card market. There are a number of credit cardholders who do not give the money to the bank after finishing the card limit. In this case, the banks have to fall in troubles and expansion of credit cards is naturally discouraged. Again, there are some people who try to take illegal advantage over credit cards. A person was arrested on charge of possessing fake credit cards. In addition, substitute services and volatile economy may shrink the market demand of the product.




 

                                             Conclusion & Recommendation

6.1. Conclusion 
It is not simply enough to identify the strengths, weaknesses, opportunities and threats of a company. In applying the SWOT analysis it is necessary to minimize 

or avoid both weaknesses and threats. Weaknesses should be looked at in order to convert them into strengths. Likewise, threats should be converted into opportunities. Lastly, strengths and opportunities should be matched to optimize

the potential of the bank. Applying SWOT in this fashion can obtain leverage for the bank. As can be seen developing a sound marketing plan is the first critical milestones in establishing a bank credit card program to be effective. A marketing plan can be beneficial one if it is used to analyze objectively. However, at this stage, there will likely be many potential directions for the marketing department to pursue. But due to the limited resources that most companies have, it is difficult to accomplish everything at once. The marketing manager should prioritize all marketing activities and develop specific goals and objectives for the marketing plan.

6.2. Recommendation
The following suggestions are put forward for present and future sustainability of the credit card product of MBL:

· Banking is a service-oriented marketing. Its business profit depends on its service quality. That’s why the authority always should be aware about their quality of service.

· MBL should explore credit card transaction models, starting with corporate and government businesses and the high-end mass market, and then working down to low-income users to drive down Credit card costs.

· Visa is developing new payment products, and experimenting with wireless credit card facility that can connect with processing units, providing more information and transaction security; MBL may consider it as for an upgradation of the product. 

· Propagate the line of customers by introducing tempting features like- Waiver of annual fee, Free Air ticket, Card Design etc.

· For the customers with poor or no credit history the bank may incorporate Secured Credit Card (a special type of credit card) available with both Visa and MasterCard logos on them.

· To avoid forgery the bank may go for Smart Card which are intended to make forgery more difficult.

· Bank should have a centralized fraud reporting and investigation agency for plastic cards, which will maintain close liaison with the police.

· To realize greater performance out of credit card program MBL may establish a member relationship with PSCU financial service, which is recognized as the leading credit union industry partner.

· The bank may offer a package of products to meet the needs of any small business. This suite of products includes Business Credit Cards, Merchant Processing and Business Debit Cards separately.

· Finally, one of the major business strategies is promotion. Successful business depends how they can promote their products or services to the customer. In this connection to improve the market status bank should introduce more promotional programs.
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