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Abstract: The article is concerned with the algorithm of marketing strategy
choice for the bank. The author tested methods of strategy choosing, that is based
on the evaluation of dynamic possibilities of the bank as compared with the
market. The advantages and disadvantages of this approach are analyzed.
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An active development of relationship marketing and its directions has
become one of the most significant trends in recent years [1, 2, 4]. The primary
objective of the new approach is becoming the establishment long-term
relationships with customers. This in its turn requires adaptation of the banks’
marketing system to the new requirements of the market and consumers. There is a
definition requirement of the principle of marketing strategy choice of that takes
into account the possibility of the bank and the challenges that it has set itself.

In modern literature and researches, a considerable attention is paid to
separate tools for attracting customers and retaining them. At the same time, in our
opinion, not enough attention is paid to the selection the algorithm of marketing
complex. So, Smirnov V.P., Ganzha K.A. [6] in their works considered the factors
that should be viewed while the strategy formation, nonetheless the issue does not
disclose how exactly should be considered these factors while a marketing strategy
choosing. In the work of Monireh S. [5] the difference between the marketing
strategies of different types of banks is confirmed and identified.

Is therefore an object of our work is to determine the algorithm of marketing

strategy choice for commercial banks.
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With increasing competition and market saturation the number of new
customers, which the company can attract, is significantly reduced. Therefore, the
major source of generating income is becoming the sale of goods and the current
customers services, in other words, to retain them. Thus, the concept of marketing
relationships assumes the use of strategy that is aimed to loyal customers’
formation. The specialists of this field point out that between the definitions the
customer retention and their loyalty, there is a significant difference [3]. It is
possible to retain the customers through the discounts programs and regular
actions. The formation of real customer’s loyalty requires a significant investment
in service organization.

If the functional strategies are the elements of the overall marketing strategy,
of its direction, then the business strategies cover a variety of options for
interaction with the market. Therefore it is logical that the question arises, what
kind of strategy the bank should implement for getting a steady state on the market
and to have the opportunity to engineer the conditions for its growth. Such scholars
as Karmeli A., Zott K., Chupandina E.E., Smith S.V., Popova |I.M., Shaehov Y.
were involved in solving the given task. At the heart of the developed approach by
them, there is the comparative characteristic of organization’s dynamic capabilities
as compared to the development of the market (Fig. 1).

According to the algorithm, that is reflected in Fig. 1, we’ll try this
technique to select in the example of the bank's strategy of «Ukreximbank».

In order to assess the market dynamics we use the index of relative
concentration of capital. It determines the percentage of banks, which account for
80% of the assets of the market (Table. 1).



1. Investigation of the banking market service parameters:

the level of banks’ concentration on the market;

the players’ amount on the market

the absolute values of high-performance indicators of banks in the country

2. Analysis of the market’s dynamic indicators of country banking service (MR):
the average growth rate of the market;

the average market growth rate of credit operations and deposits;

the average growth rate of amount of bank departments in the market.

3. Analysis of dynamic bank indicators (BR):

the market share occupied by the bank in dynamics;

the bank’s growth rate that specialized in credit investment and deposits;
the growth rate of the bank departments’ amount

}

4. Level rating of dynamic indicators of the bank (BR).
BR > MR BR < MR

The level of dynamic capabilities of the The level of dynamic capabilities of the
bank is high, the bank can quickly adapt bank is low, the bank not quickly enough
to the changes in the environment and has | adapt to market conditions and losing

a sustainable competitive advantages. competitive position.

Fig . 1 Analysis’s algorithm of dynamic capabilities of bank.
Table 1
Level analysis of market concentration of bank service in Ukraine for the period
2008-2015. (as of 01.01)

Ne | Indicators 2008 | 2009 | 2010 | 2011 | 2012 2013 2014 2015

1 | Bank amount 175 184 182 176 176 176 180 163

2 | Earning assets, 599,4 | 926,1 | 880,3 | 942,1 | 1054,3 | 1127,2 | 1278,1 | 1316,9
bin. UAH

3 | Banks amount,
which own 80% 32 36 29 31 33 34 32 23

of assets

4 | Coefficient of
relative 18,3 | 196 | 159 | 17,6 18,8 19,3 17,8 14,1

concentration,%

In Table 1, the decline of the relative concentration is well-marked in the
post-crisis period (2009-2010 and 2014-2015 ). The interesting feature of the

Ukrainian banking market is increasing of bank amount in period of 2008-2010




which is not typical for the world market. Low-quality interbank management and
banking supervision by NBU, the artificial distortion of data reporting has led to an
increase in amount of unstable banks in the period 2014-2015. Despite this, the
asset size of the banking system at the beginning of 2015 rose to 1 316.9 billion.
UAMH, for this purpose it should be noted also the presence of high inflation. It can
be argued that there is a significant reallocation of funds from small banks to large,
so 80% of banking system assets was distributed among 23 of the 163 institutions.
Thus, as of end the period under consideration the banking system of Ukraine is
characterized by a decrease in the number of players, increasing the level of
concentration and therefore a decrease in competition.

The most well known indicator is Herfindahl-Hirschman’s Index, assesses
the concentration level and monopolization of the market. Thus, the capital
concentration is not a competition equivalent, the existence of barriers to entry and
exit in the market leads to a high concentration of capital in a few institutions, and
vice versa. This indicator is a key in the Anti-trust Law in USA, which aims to
prevent the monopolization of the market. [7]. Therefore, we consider it appropriate
to analyze the concentration state of banking capital on this indicator in the
dynamics, in Ukraine.

Coefficient of Herfindahl-Hirschman shows what place and share is

occupied by the institutions, whose share is negligible.

n
HHI = z 52 )
i=1

Figure 2 shows the dynamics of the Herfindahl-Hirschman index for assets
and in the context of the customers’ type (individuals and legal entities) and the

product (deposits and credits).
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Fig.2. Dynamics of Herfindahl-Hirschman’s indices for the period 2010-2015 (bIn. UAH)

Figure 2 indicates the stable growth of the capital concentration in the
banking market. The highest concentration is observed for the funds of individuals.
However the market of banking services in Ukraine still refers to the low
concentration, which once again confirms the conclusions of the high level of
competition in this market.

Level evaluation of the dynamic capabilities of bank’s involves comparison
of indicators in dynamics of the bank's market data. Table 2 presents the analysis
of growth indicators of the market and the bank «Ukreximbank» for the period
2009-2015.

Data of Table. 2 indicate that for the five-year the period an average annual
growth rate of assets, deposits and credit investments exceeded 100%. This should
take into account that indicators could rise due to the increase exchange rates and
inflation. Average annual growth in assets and deposits of «Ukreximbank» higher
than those of the market, which indicates the presence of competitive advantages
and the right strategy. But credit investments grow with the lower rate as compared
to the market, which may be due to a moderate policy of the bank crediting
individuals and legal entities, or the presence of more profitable credit products in

the market.



Table 2

Level evaluation of market concentration of banking service in Ukraine for period

2010-2015
Ne | Indicators 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Tp
1 | Assets of market, bin.
UAH 880,3 | 942,1 | 10543 | 1127,2 | 1278,1 | 1316,9 | 1,084
2 | Loans of market, bin.
UAH 7231 | 7464 | 8082 | 6944 | 7992 | 8736 | 1,039
3 BeApgs'tSOfmarket’ bIn- 1 4708 | 5081 | 7122 | 7910 | 9227 | 989.4 | 1159

4 | Amount of bank stores 16339 | 15898 | 16220 | 15808 | 15436 | 13359 | 0,961

5 | Assets of
«Ukreximbanky, bin. 572 | 73,2 75,1 87,9 94,3 126,0 | 1,171
UAH

6 | Loans of

«Ukreximbanky, bln. 48,3 52,1 52,7 40,4 423 52,1 1,015
UAH

7 | Deposits of
«Ukreximbanky, bin. 26,7 | 384 42,5 67,0 61,0 90,9 1,278
UAH

8 | Bank stores of

«Ukreximbanky 122 122 126 125 123 120 0,997

In Figure 3 it is reflected the asset’s dynamics of the market and the bank
«Ukreximbank» for the period 2011-2015.
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Fig. 3. The growth rate dynamics of the banking market's assets and the bank «Ukreximbank»
for the period 2011-2015




As is seen in Figure 3, the dynamics of growth of assets «Ukreximbank»

opposite dynamics of the market. During the period 2014-2015,. the growth rate of

its assets was significantly 133.6%, while the market grew by only 3%. Table. 3

shows a summary of the results of the analysis of the level of dynamic capabilities

«Ukreximbanky.

Table 3

Level analysis of dynamic capabilities of «Ukreximbank»

Indicators Dyn(aEr)anc>o'1:/|r|2§1rket Dynar?écR(;f bank Dynamic capabilities
Assets 1,084 1,171 MR < BR
Loans 1,039 1,015 MR > BR
Deposits 1,159 1,278 MR < BR
Bank stores 0,961 0,997 MR < BR

Tables 2 and 3 show that the bank «Ukreximbank» has the strengths that

allows it maintain a steady growth of indicators. Figure 4 is a graphical

representation of dynamic capabilities of the bank compared to the market and

recommended strategy.
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Fig. 4. Choice of strategy based on the estimates of the parameters of complexity and dynamism

of the environment and the dynamic capabilities of banks

As is reflected in Figure 4, the bank is recommended to take a defensive

strategy - to work with its weaknesses. The banks that have already taken a strong

position in their markets, can stick basically defensive strategies that enable them

to retain positions gained. The volume and type of action needed for retaining



situation will vary depending on degree of tension and nature of competition,
which the bank will face. If a bank has a dominant position in the market, it may
have a superior of cost through economies of scale, or to their experience, which
can be used as a basis for protection by selectively reducing the cost of products.
Alternatively, is possible to create obstacles to penetration, provide, where
possible, protection of its knowledge and retention of key specialists.

Given technique have several advantages: ease of analysis, the availability
of source data, the comparative characteristic of the market, evaluation of market
position. The disadvantage is the possibility of contact with the bank in zone,
where one of two strategies can be chosen, which can have opposing
recommendations technique does not account for the internal ability of banks and
quality characteristics. From our point of view, such an approach should be used as
the basic method and positions’ assessment of the market. For selecting a narrower
strategy it is necessary to include the internal factors into the technique that
evaluate the possibility of the bank development.
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