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APPROACHES TO THE FORMATION OF THE MARKETING STRATEGY

OF INNOVATIONS IN THE BANKING SPHERE

Abstract. The article highlights issues related to the innovative activities of banking organizations
from the point of view of developing and providing banking products and services. The need for objective
research on the selection and classification of new banking products and services, which are brought to the
market as objects of marketing activities of credit institutions, has been proven, since their properties are not
the same. The conducted economic and theoretical analysis showed that despite the fact that banking
services and products have a set of similar characteristics, they also have their own unique characteristics.
The authors proposed an approach to identify classification features inherent in new banking products and
services, which is key to the competent development of the bank’s marketing activities. It is proposed to
define the concept of "new banking products" from the point of view of innovative marketing activities of the
bank based on the degree of their novelty, which allows to supplement the existing classifications with new
features in order to develop a clearer chosen marketing strategy. It was determined that depending on the
degree of novelty of the product, innovative processes in the bank can be classified as differential or
diversified. This distribution also allows focusing attention on the formation of the bank’s marketing strategy.
When classifying banking products, it is recommended to provide detailed information about the target group
of customers who use new banking products and consider the stage of the life cycle of banking products
from the perspective of innovation. When classifying new banking products by life cycle stage, it is useful to
consider the following stages: development of products and services; implementation of pilot projects or
testing of new banking products; assessment of sales dynamics; maturity of new banking products; decrease
in sales of new banking products. This approach makes it possible to take into account the specifics of the
work of credit organizations and the interests of various groups of potential consumers in the process of
introducing banking products and services.
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Introduction. The current economic situation is characterized by uncertainty and dynamism.
Therefore, the conditions of the world market may differ due to the influence of various geopolitical and
socio-economic factors. In this instability of the external environment, innovative activity is an integral
condition for the efficiency of both business as a whole and individual organizations. Therefore,
innovative development is the basis of the economic development of the entire country and is
considered an objective vector and priority of the domestic economy.

Adaptation to the changing conditions of economic activity is also an imperative of the credit
and operational banking market. Banking institutions face increasing global challenges due to
significant competition in an environment of volatility and uncertainty. Therefore, the development and
implementation of innovations is an important condition for their survival and competitiveness, and the
changes in the market that are currently taking place increase the relevance and importance of marketing
research in the banking sector. Indeed, in an innovation-oriented economy, a successful banking
business is impossible without constant improvement of the activities of credit institutions and providing
the market with new products and services that meet the needs of consumers and modern trends.
Therefore, the marketing strategy of innovation is to provide forecasts and understanding of customer
needs, and the production of new products and their effective implementation to support target
consumer demand prompts in-depth research. Actually, the study of the features of new banking
products and services can contribute to the correct understanding by bank employees of the essence of
their various types, modeling of marketing strategy and effective activity at all stages of the
implementation of innovations, forecasting of final results.

Analysis of recent research and purpose of the research. The study of various aspects of the
functioning of banking products and services markets attracts the attention of many theoreticians and
practitioners in Ukraine and abroad, which is explained by the expansion of the sphere of services,
renewal and modernization of banking activities in general. Among domestic scientists, it is worth
highlighting the works of N. Vyadrova, O. Dzyublyuk, S.Ivanov, L. Katan, N. Koretska, N. Meda,
R. Pavlenko, M. Shevtsova, and others. However, these scholars have studied certain aspects of the
functioning of the domestic market of banking products and services, which does not provide a
complete picture of their functioning, especially their innovative component and approaches to the
formation of a marketing strategy.

The purpose of the research is to theoretically and methodologically demonstrate the principles
and main approaches to building a marketing strategy for the introduction of innovative banking
products and services.

Research results. Today, marketing in the banking sector involves solving a fairly wide range
of issues, which include: identifying existing and potential markets, determining existing and new
customer needs, choosing the most appropriate range of banking products and services, creating
innovative products based on short-term and future analysis, establishing optimal directions of
promotion of economically profitable banking products and services, search for segments, formation of
consumer demand for innovative products, forecasting, analysis and control of bank profits through
their implementation.

During the implementation of innovative activities by a credit organization, it is quite important
that before developing new marketing research, an analysis of the banking market and specific target
segments, a detailed study of the client base and demand for innovations, as well as the state of the
competitive environment, is carried out. This will help the bank to determine its competitive advantage
and identify areas of activity where it can outperform competitors and strengthen its position in the
market.

In addition to the creation of new types of products, banks should pay special attention to the
implementation of innovations on the application of progressive forms of customer service, including
the use of advanced information technologies and the latest developments in technical means, which is
dictated by the digitalization of the modern business environment.

26



ISSN 2786-5002 (online) ®IHAHCOBO-KPEANTHI CUCTEMW: MEPCNEKTUBU PO3BUTKY
ISSN 2786-4995 (print) FINANCIAL AND CREDIT SYSTEMS: PROSPECTS FOR DEVELOPMENT

3(10)2023

In domestic legislative documents, there is no clear distinction between the concepts of "banking
products”, "banking services" and "banking operations” and they are often used as synonyms. Thus,
Article 47 "Banking Operations™ of the Law of Ukraine "On Banks and Banking Activities" lists the
actions that banks can carry out on the market and specifies the concepts of "operations" and
"contracts”, among which there is also the concept of “services", which identifies these terms [1]. There
is no single approach to the interpretation of these terms even among research scholars. Yes, N.S. Meda,
and N. I. Koretska, S.V. Ivanov [2-4] identify these concepts. N.S. Meda considers the banking product
"as a complex phenomenon... that satisfies the existing standard needs of the bank client and is sold on
the market for the purpose of obtaining income and is a banking product” [2, p. 202], N.l. Koretska
notes that "a banking product is the result of the bank'’s activity on the market, which is embodied in the
form of services” [3], S.V. Ivanov notes that "the market of banking services is a complex environment
for the formation of demand and supply for banking products, which is dynamically developing and
acquiring new features in the context of modern global economic processes” [4, p. 69].

O. Dzyublyuk, R. Pavlenko, M. Shevtsova [5-7] define "banking service" as a part of the
banking product, for example, O. Dzyublyuk notes that "banking services are the final result of the
functioning of banks in terms of meeting the needs of customers, related to the movement of cash or the
implementation of additional types of activities that are reflected off the balance sheet; involves carrying
out certain operations and aims to satisfy the client's needs" [5], and R. Pavlenko points out that "the
banking product, as the basis of the banking service, can play a key role in the socio-economic
development of the region (in which it is introduced), is decisive in determining the acceptable level of
risk and fundamental for building mutually beneficial relations with the target audience."

L.l. Katan offers the interpretation of "banking product” as an independent economic category,
which "is defined as a product produced by the bank as a result of the main activity of the bank to satisfy
the client's requirements during banking operations or to attract temporarily free resources, aimed at
obtaining a profit" [8]. We support exactly this approach from the point of view of marketing, which is
quite logical regarding the presentation of a banking product, in fact, as a product sold by a credit
organization. At the same time, the process of providing consumers with a certain banking product may
actually include not one, but a whole sequence (many) of banking services, which, in turn, involve the
performance of one or more banking operations with the common goal of meeting the client's needs.
Such a relationship is clearly demonstrated in Figure 1.
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Figure: 1 — Relationship between banking operation, service and product
Source: compiled by the author
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Next, we consider it logical to identify the main characteristic features inherent in banking
services and products, the understanding of which is of key importance for the competent
construction of the bank's marketing activities and strategy (Fig. 2).

Abstractness. The banking products themselves, as a rule, do not have a tangible form,
which makes them similar to intangible assets. Their material form is various forms of documents
(agreements, receipts, checks, etc.), which, in the context of digitalization, also lose their form of
material media due to the introduction of Internet technologies.

Unpreservability. It lies in the impossibility of storing banking services and products,
therefore banks encourage their clients to use remote service channels.

Contractual nature. It involves documenting and confirming the provision of banking
services with the appropriate contract.

Connection with financial resources. For a banking product, money can be both its
component and the payment for its provision.

Service period. It is explained by the fact that when purchasing banking products, the client
enters into a relationship with the bank for a certain period equal to the validity period of his
agreement.

/—C@

coninection with
financial resources
Characteristics of
hanking services and
products
as marketing ohjects

Figure 2. Characteristics of the general properties of banking services and products as marketing objects
Source: compiled by the author

unpreservability

contractual nature

Complexity. It is determined by the fact that clients need to explain the terms and contents of
the contract, since all consumers have different levels of financial literacy.

One-time use. We have additionally highlighted such a feature inherent in banking services
as “one-time use,” which is due to the disappearance of the service after its provision. When a
specific banking service is completed, the client receives as a result a purchased banking product,
which remains with him, for example, in the form of a formalized agreement or a plastic card.

If we consider the distinctive properties of a banking service and product, then, first of all,
among them we can name the inconsistency or differences in the quality inherent in the services.
After all, the quality of banking services is largely determined by the level of professional
knowledge, skills and abilities of the bank employees who provide them. In addition, depending on
personal characteristics, all people may approach the same job in different ways. But about banking
products we can say that they are more standardized and unified.
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The conducted economic and theoretical analysis clearly showed that banking services and
products have a set of similar characteristics, but also have their own specific properties. Common
features of banking services and products include: abstractness, unpreservability, contractual nature,
connection with financial resources, service period, complexity. And to the specific features of
banking services - one-time use, inseparability from the source, variability of quality. Therefore, in
the course of marketing activities, credit institutions must take into account the identified features of
banking services and products in order to further successfully promote them to the market.

At the same time, innovative banking products are particularly difficult to market due to
their novelty and sometimes unigqueness, which can create problems for their perception by a
potential buyer. It is competent marketing of innovations that allows a promising idea to be
translated into a sought-after banking product.

Another problem of innovation marketing is the commercialization of innovative
developments, that is, bringing them to the stage where they are able to bring real economic
benefits.

The introduction of innovations provides credit institutions with the opportunity to develop
new markets, significantly increase their customer base and, of course, profits. However, the level
of modification of new banking products does not always meet the requirements for the developer
to obtain a patent. In this regard, when a successful new product appears on the market, competing
banks react very quickly to changes and copy it, trying to develop and offer their clients an equally
popular analogue.

Analyzing the dynamics of economic development, it can be noted that most often banking
innovations are technological, due to the development of scientific and technological progress, the
intensive spread of Internet technologies (electronic payments, bank cards, Internet banking), and
product innovations, which directly imply new banking products. It follows from this that new
banking products belong to banking innovations, but are a narrower concept. N. Viadrova follows
up on the innovative activities of banks through a broader approach, which adds additional services
to innovative banking products, and thereby “satisfies the needs of bank clients” with them and
clear banking products and services, with the use of current information and communication
technologies, to achieve economic and social effect” [9, p. 21].

In our opinion, an innovative banking product can be understood as the result of a synergy
of innovation and marketing activities of a bank in the form of a completely new or modified
product with new qualities or improved characteristics that are more attractive to a potential buyer,
satisfying previously unmet client needs.

From a client perspective, a product will also be considered new only if the client has not
used it before. In this regard, we consider it appropriate, when classifying new banking products, to
consider the degree of their novelty not only for the “issuing bank”, but also for the client, third-
party banks, and the country as a whole.

Therefore, according to the classification feature "degree of novelty”, the following new
banking products can be distinguished: unique - completely new products; the latest for Ukraine
based on foreign experience; modified - were previously present in the product range of other
organizations, but adapted by applying various marketing tools to the needs of clients of another
bank and have improved characteristics. For example, in the banking sector, the "E-hryvnia" project
was launched in September 2021. Its purpose is to determine the need for large-scale issues of the
hryvnia in digital format in Ukraine and to develop its use options, optimal characteristics, design
and architecture, which can characterize the e-hryvnia by the "degree of novelty” as a unique
banking product. Currently, the National Bank is considering the following options for using the e-
hryvnia, which it determined based on the results of a survey of participants in the financial market
of Ukraine and the results of its own research and international experience: payments - features of
"programmed” money and the possibility of targeted social payments; e-hryvnia for use in areas
related to the circulation of virtual assets (for example, exchange, issuance and other operations
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using virtual assets); e-hryvnia for cross-border payments, which allows cross-border payments to
be made faster and cheaper [10].

From a marketing perspective, any product that is already in the bank’s product portfolio
and is sold on a certain market, but is expected to be introduced to another market, is also
innovative. It is also important that the degree of novelty of the product is determined by the chosen
marketing strategy. Depending on the degree of novelty of the product, innovative processes in a
bank can be of the nature of differentiation or diversification.

Product differentiation implies the process of improving it and developing its various
modifications, as a result of which it will have significant differences from similar products of other
organizations and significant competitive advantages.

The portfolio of any credit institution contains various types of banking products, and their
structure reflects the focus of banking activities. The diverse range of products provided by the bank
contributes to the diversification of its activities. Therefore, diversification is one of the key
marketing strategies. In relation to the banking sector, it represents the creation of new banking
products and services, with which the credit institution subsequently plans to enter new markets.

Thus, it is advisable for modern credit institutions to expand their product lines based on a
marketing strategy for the introduction of innovative banking products.

When starting to develop new banking products, banking organizations, as part of building a
marketing strategy, must clearly determine for which clients they are intended. After all, each
customer segment has its own individual needs that must be taken into account when creating a new
banking product. This determines whether the new product will be in demand by consumers and, as
a result, will be successful in the financial market and make a profit. Therefore, we propose to
distinguish the following types of them according to the groups of clients to whom new banking
products are aimed: for individuals or legal entities; for current or potential clients; for regular or
high-status (VIP) clients; for the mass or wealthy segment; for residents or non-residents; for adult
or minor clients; for corporate or retail clients.

Since each banking product goes through stages from development to termination of its
implementation, we consider it appropriate to classify new banking products by phases of their life
cycle:

development is the most labor-intensive stage, since it involves conducting a whole series of
marketing research, analyzing the external environment, monitoring customer needs, searching for
ideas, determining the properties of a new banking product, calculating profitability, studying the
regulatory framework, obtaining appropriate permits for implementation, training staff, etc.;

a pilot project involves testing a new banking product by offering it to a limited number of
clients (for example, in a certain region or a separate segment) and then introducing it to the market
if there is a positive reaction to it;

implementation involves the direct promotion of a new banking product to the market using
various marketing tools. At this stage, usually the income from sales of a new product is not high,
and losses are also possible due to the bank’s high level of costs and setting a low “entry price” for
the product on the market;

sales growth is characterized by expansion of sales, an increase in the profit received by the
bank, weak competition, but already the appearance of modified versions of the new banking
product in other banks;

the maturity of a new banking product is manifested in maximum competition among
issuing banks, its distribution to mass customers, the use of marketing techniques to provide
discounts or a minimum price level,

the decline in sales is manifested in a decrease in the sales volume of a new banking product
due to its prevalence and market saturation. In this phase, banks try to find alternative markets and
ways to promote the banking product to clients, its multiple modifications are distributed, or sales
of this product are stopped.
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Thus, in order to make the right strategic marketing decisions that determine the success of
innovation, the most detailed information is needed. One that gives a complete picture of the
properties and characteristics of new banking products, their types and analogues on the market, and
their perception by clients. We believe that the formation of a marketing strategy in a bank should
be based on a competent product policy and the balanced formation of its product range, including
various types of advanced banking products, in order to achieve the goal of making a profit and
increasing the efficiency of all banking activities.

Conclusion. In times of crisis and unstable economic conditions, the main obstacles limiting
the marketing of innovations remain the high cost of the development and implementation of
marketing research and projects and the lack of financial resources from credit institutions for their
implementation. However, despite the fact that marketing innovations in the banking sector is
accompanied by certain difficulties, this should not be an obstacle to its implementation. After all,
innovation marketing allows credit institutions to strengthen their position in the market, increase
the competitiveness and efficiency of their business. And through the introduction of innovations
across the country, the growth of the entire economy is ensured.

We believe that one of the important factors for the successful introduction of new banking
products to the market is taking into account the characteristics of the phases of their life cycle
when planning the bank’s marketing activities. At the same time, strategic planning of innovation
activities and the formation of a marketing strategy should be based on product life cycle
management, which involves the choice of a specific strategy at each stage of its development.
Taking into account the life cycle, a credit institution can form its product range by changing the
combination of banking products, introducing new types and withdrawing those that can no longer
meet the required level of demand.
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NIJIXO/IU IO ®OPMYBAHHS MAPKETHHI'OBOI CTPATEI'TI IHHOBAIIII Y BAHKIBCHKIA C®EPI

AHoTanis. Y CcTaTTi BUCBITJICHI MMTaHHSA, OB’ sI3aHi 3 IHHOBAIIHOIO NisUTbHICTIO OaHKIBCHKHUX OpraHi3allii 3
TOYKHA 30py pO3pOOKHM Ta HaJaHHS OaHKIBCHKUX TPOMYKTIB 1 mociyr. JloBeneHO HEoOXiTHICTh 00’€KTUBHOTO
JIOCIIJIKCHHS 11010 BUIUICHHS Ta Kiaacu(ikaiii HOBUX OaHKIBCHKUX MPOAYKTIB Ta MOCIYT, SIKi BUBOAATHCS HA PHHOK SIK
00’€KTH MapKETWHTOBOi NisUTPHOCTI KPEOWTHUX YCTAHOB, OCKIIBKH IXHI BJIACTUBOCTI HeonqHakoBi. [IpoBemeHmit
SKOHOMIYHHUI 1 TEOPETHYHHUI aHaJli3 MMOKa3aB, 10 He AWBIIIYUCH Ha T, NIO OAHKIBCHKI IIOCTYTH Ta NPOAYKTH MAIOTh
Habip MOMIOHWX XapaKTepUCTHK, BOHH TaKOX MAIOTh CBOI YHIKaJbHI XapaKTEPHCTUKU. ABTOpPAMH 3aIPOIIOHOBAHO
MiAXi A0 BUABICHHSA KiIAacHU(iKaifHUX O3HAK, MPUTAMAaHHUX IHHOBAiHHNM OaHKIBCHKMM NPOIYKTaM Ta IIOCIYTaM,
0 € KJIIOYOBHM JUISI TPAMOTHOI PO3pOOKH MapKETHHTOBOI AISTBHOCTI OaHKy. 3amporOHOBAaHO BH3HAYCHHS IOHSTTS
«HOBI 0aHKIBCHKI MPOJIYKTH» 3 TOYKH 30pY IHHOBALIHHOT MapKeTHHroBOI JisSUILHOCTI OaHKy Ha IIACTaBi CTYIEHIO X
HOBU3HH, LIO J03BOJISIE JOTIOBHIOBATH ICHYIOUI Kiacudikailii HOBUMH O3HaKaMH B LIJISIX PO3pOOJIEHHs OLIbII YiTKOT
00paHoi MapkeTHHroBoi crpaterii. Bu3HaueHO, 10 y 3aJ€KHOCTI BiJ CTYNEHIO HOBH3HU HPOJYKTY IHHOBAIiKHI
mpolecH B 0aHKy MOXXYTh OYTH BiHECEHI 10 MU(epeHIliaabHuX a00 a0 nuBepcudikaiiiianx. Takuil po3moaia Takox
JIO3BOJISIE aKI[CHTYBaTH yBary Ha (OpMyBaHHI MapKETHHTOBOi cTpaterii Oanky. Ilix yac kmacudikamii OaHKIBCBKHX
MIPOJYKTIB PEKOMEHAYETHCS HA/laBaTH JCTAbHY iHQOpMaIio PO HiJIbOBY I'PYITY KIIEHTIB, SKi KOPUCTYIOTHCS HOBUMH
0aHKIBCHKMMH MPOJYKTAMH Ta PO3TILIHYTH €TAIM )KUTTEBOTO IMKIY O0aHKIBCHKUX NPOAYKTIB B paKypci iIHHOBaTH3aLl.
Knacugikytoun HOBI OaHKIBCHKI MPOIYKTH 3a CTali€l0 >KUTTEBOTO MHUKIY, KOPUCHO BPaxOBYBaTW HACTYIHI €Tallu:
PO3BHTOK ITPOIYKTIB 1 MOCIIYT; peaizalliio MIOTHUX MMPOEKTIB a00 TECTYBaHHS HOBHUX OAHKIBCHKHX HMPOIYKTIB; OILIIHKY
OUHAMIKH TIPOIAXiB; 3pLTICTh HOBUX OAHKIBCBKHX TPOAYKTIB; 3HIKCHHS MPOJAXY HOBHX OaHKIBCHKHX IPOIYKTIB.
Taxwii miaxin q03BOJSIE BpaXyBaTH CIIEU(iKy poOOTH KpeAUTHUX OpTraHi3amiil Ta IHTEepECH Pi3HUX TPYIl MOTECHIIHHNX
CIIOXXHBAYiB y TIPOIIECi BIPOBAKCHHS 0aHKIBCHKHUX MPOIYKTIB 1 TIOCIYT.

KarwouoBi ciioBa: 0aHKIBCBKHI NPOJYKT, MOCIyra, MapKeTHHIOBa CTpaTeris, iHHOBallis, OaHKiBChbKa cdepa,
KUTTEBHUH LUKJI, KITIEHTH.
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