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Abstract

Well-designed marketing activities and the use of modern marketing tools can increase the
competitiveness of banks on the market. Given this fact, the main purpose of the study is to develop
theoretical and practical provisions for estimating the level of marketing activity of banking
structures. This is based on the definition of the integral index and takes into account all the elements
of the marketing-mix and their partial indicators. The urgency of solving this problem comes from
the fact that it is precisely the estimation of the level of marketing activity of the banking structures
that directs managers to make the appropriate adjustment of marketing activities and make use of
modern marketing instruments that will increase the competitiveness of banks on the market (e.g.
increase market share and expand the boundaries of the target segments, help to create a positive
image of the bank and maintain its business reputation).

The article proposes a calculation methodology for bank marketing activity, which has been
tested through the definition of the level of marketing activity of the leading Ukrainian banks. The
computation of the level of bank’s marketing activity is based on the calculation of the integral
indicator by summarization the input statistics, that characterize the bank’s marketing activity, with
help of two methods: the standardization method and the hierarchy analysis method (Saaty method).
The results of the expert survey were used for determining the weight of partial indicators within
the hierarchy analysis method. Based on the results, the analyzed banks are ranked according to the
level of their marketing activity in the investigated period, and a system of particular measures for
raising the level of their marketing activity has been established.

Keywords: bank marketing activity, integral index, rating of the indicators, banking system, elements
of the marketing-mix

INTRODUCTION and the use of modern marketing tools can increase
the competitiveness of banks on the market, i.e.
increase market share and expand the boundaries
of the target segments, create a positive image of the

One of the elements that influence the effectiveness
of banking structures is banking marketing activities.
The reason is that well-designed marketing activities
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bank and maintain the reputation of the business,
which reflect the relevance of the chosen research
topic and the need for further research and effective
measures to evaluate and improve the efficiency of
bank marketing activity.

The modeling of bank marketing activity
is necessary in order to ensure the efficient
functioning of a bank and the banking system
of the country as a whole, in particular for the
timely formation of protection measures for
marketing departments against external and
internal destabilizing factors and to prevent them
having a negative impact on the bank’s activity.
By comparing the bank’s marketing expenses with
its position in the ranking according to the level of
marketing activity, one can estimate how effectively
banks manage all the components of marketing and
the effectiveness of implementing their marketing
plans. It is also possible to estimate the impact of
variables on the overall level of bank marketing
activity in order to further optimize the distribution
of marketing resources. It should also be noted that
information on the effectiveness of bank marketing
activities is very important for investors. This is due
to the fact that a high level of marketing activities
offers greater guarantees of the preservation and
accumulation of investment funds. This issue
is especially relevant in the conditions of high
marketing and commercial risk and the instability
of the financial market in Ukraine.

The issue has been widely analyzed in the
literature. However, most scholars analyze the
criteria for the effectiveness of bank marketing
activities not based on a set of indicators, but
a certain indicator, e.g. profitability (Melchinger,
1992). Consequently, a research gap may be
observed, which our study aims to fill. Given the
facts presented, the main purpose of the research
is to develop theoretical and applied provisions for
estimating the level of marketing activity of banking
structures. We proposed a calculation methodology
for bank marketing activity, which has been tested
through the definition of the level of marketing
activity of the leading Ukrainian banks.

The paper is structured as follows. Firstly, we
present the theoretical background of our study.
The theoretical deliberations presented in this part
concentrate on the marketing activities of the banks.
Secondly, we present the methodology that was
applied in this research. The next part of our paper
presents the results and discussion. Finally, we
present the conclusions and limitations of our study.

Literature Review

Scientific literature highlights the importance of
evaluating the effectiveness of banking activities.
The results of the research showed that scientists
have analyzed various aspects of the topic. In
particular, the factors that influence the efficiency
of banking activity are studied. Thus, Bakhanova

(2014) proved that the higher the efficiency of the
marketing-mix, the higher the density of the links
between marketing communication costs and the
results of banking activities. In this context, Valentyn
and Pavlov (2017) scientifically substantiated the
novelty of marketing and financial interaction in
the Ukrainian banking system. At the same time, the
authors showed that, when comparing marketing
costs with financial positions, it is possible to
estimate how effectively the banks manage their
financial resources, and the impact of marketing
activities on the financial condition of the banks.

Csikdésova et al. (2016) conducted an estimation
of the quantitative indicators of marketing
activities in the banking sector. They proposed
the balanced scorecard which sets out goals for
carrying out the strategy of the banks in terms of
positive development for the future and improving
the implementation of individual marketing
activities. The results showed a lag in the growth
rate compared to the overall market growth rate
and a negative change in customer profitability.
Khmarskyi and Pavlov (2016) proposed a new
approach to determining the financial position of
Ukrainian banks in both the long and short term.
Using the European rating and national indexes,
a new rating system was created. The authors
classified the 20 largest Ukrainian banks by assets
and divided them into relevant financial groups.

The need to use the classical tools of the 4P
marketing in banking activity has been reinforced
by the conclusions of numerous many scholars
and researchers; however, each of them reveals
different elements. In particular, Veselova (2014)
examines the foreign experience of using classical
marketing tools (“4P”) to enhance competition on
the banking market. Bakhanova (2014) states that
in order for the marketing of banking products to
be successful, it is necessary to use all means of the
product promotion on the market. Other authors,
e.g. Androniceanu et al. (2019) have investigated the
correlation between the development of the private
sector, including the banking one and the financial
and fiscal policies.

Mullan et al (2017), Alaeddin et al (2018),
as well as Sha and Mohamed (2017), analyze
the prospects of introducing mobile banking
as an innovative product, which is one of the
elements of the marketing-mix. Similarly, Karyy
and Krykavskyy (2016) revealed the problems of
marketing transformation in the age of digitization
and described the peculiarities of digital marketing.
Furthermore, Feichtinger et al. (1994) describe the
invention of dynamic optimal management models
in advertising. Shpak et al. (2016) substantiated the
importance of choosing the optimal direction of
sales activity as one of the main areas of activity
of the organization (in this case, of course, it refers
to banks), the functioning of which should be full,
synchronous and complementary.
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One should emphasize that it is advisable for
the banking industry to invest in marketing
potential, in particular social media, in order to
gain a competitive advantage in providing banking
services to its customers (Assensoh-Kodua, 2016;
Puriwat and Tripopsakul, 2017; Pakurar et al,
2018 a, b). Social media is one of the most used
digital platforms amongst today’s youth and can
be very valuable as a marketing tool to penetrate
this cohort (Kot and Meyer, 2018). At the same
time, however, banks should be able to change the
procedure and policy of their marketing activities to
meet the expectations and needs of the customers
(Jafari, 2016; Androniceanu, 2017) and take care of
marketing relations in the sector (Yoganathan et al,
2015); otherwise their existence on the financial
market in the future will be threatened and
experience increased risks (Meyer et al, 2019).

Due to the trend towards the consideration
of behavioral aspects in revising traditional
managerial concepts, the expectations and needs of
customers are nowadays becoming the main issue
of interest, including when it comes to the scope of
marketing patterns in the banking sector. This trend
is reflected by Kliestikova et al. (2019) who deal
with the identification of the relevant brand value
sources in the sector. According to these authors, in
the case of banking brands, it is necessary to build
brand value based on benefits and imageries as the
main factors of subjectively perceived brand value
sources.

The Dbanking sector requires investments
in marketing innovations, which should be
synchronous with the development of market
culture and the improvement of organizational
learning processes (Mahmoud et al, 2016). For
example, based on the example of a large bank
in Kuwait, Roumieh et al (2018) showed how
e-marketing could be implemented more effectively
to attract new customers and maintain the
existing ones by critically assessing the viability
of e-marketing strategies for the promotion of
Islamic banking. Research on perceptions of
marketing in social media and its comparison with
the perception of other marketing forms used in
the Slovak banking market, taking age differences
into account, was undertaken by Vejacka (2017).
Additionally, Al-alak (2014) describes the impact of
marketing activities on the quality of relationships
between clients and employees in the Malaysian
banking sector. On the other hand, in some specific
cases, the positive impact of innovations on
marketing activities in the banking sector was not
proven. Kliestikova and Kovacova (2017) carried
out a case study of innovation perception in the
scope of banking brands in the Slovak Republic,
discovering that this sector is fully resistant to
innovative marketing activities, which aim to
increase subjectively perceived brand value.

In general, one can state that a review of scientific
studies confirms that according to most research
papers on the evaluation of the effectiveness of the
marketing activities of banks, there is no integrated
approach, and the developed systems of indicators
do not take all the factors that affect the level of
marketing activity into account. This confirms the
relevance and expediency of continuing research
in this area and developing theoretical and applied
provisions regarding the estimation of the level
of marketing activity of the banking structures of
Ukraine. The individual approach based on the
national specifics of the banking sector in a selected
country is based on the fact that the significant
discrepancies between consumers’ socio-cultural
profiles as a main factor in the effectiveness of
marketing activities has been proven (Kliestikova
and Janoskova, 2017). Thus, it can be stated the
uniform approach to the application of marketing
activities without taking into account national
specifics is a significant barrier to the effectiveness
of marketing management. This fact highlights the
need for the creation of an optimal methodology for
assessing the level of bank marketing activity and
the effectiveness thereof, so that the effectiveness
of marketing activities can be monitored constantly
and any possible undesirable trends can be detected
before the subjectively perceived brand value is
reduced from the perspective of the consumer
(Valaskova et al., 2018).

Having analyzed the scientific literature, one
should note that some scholars state that, for the
overall estimation of bank marketing activity, it
is sufficient to estimate only one of the areas of
the marketing system. For example, a significant
number of scientific sources are devoted to the
impact on the effectiveness of bank marketing
activities in terms of promotion methods
(communications with clients) (Montgomery and
Silk, 1972; Edell and Keller, 1999; Ahmed et al,
2017, see also Schuller et al,, 2013); and marketing
costs aimed at sales and promotion (Valentyn and
Pavlov, 2017; Csikosova et al,, 2016). The importance
of creating a qualitative brand of the product
shall be estimated (i.e. attention shall be focused
on the product policy as a factor in the activation
of bank marketing) (Yoganathan et al, 2015),
etc. As defined by Kotler (2007: 63), a marketing-
mix is a set of variable marketing factors that are
subject to control, the aggregate of which is used
by the company in order to trigger the desired
reciprocal reaction from the target market. The
marketing-mix includes everything which can
help the company to influence the demand for
its product. He distinguished four components
of the marketing-mix: product, price, methods of
distribution and promotion. Research shows that
the ability to correctly combine elements of the
marketing-mix is the basis of success in solving
marketing problems. Partial indicators allow us to
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evaluate the positive or negative trends in the state
of each element of the marketing-mix. However, for
systematic and integrated estimation of the level of
bank marketing activity, it is necessary to integrate
all partial indicators of each of the elements,
which allows us to take the impact of all marketing
activities and instruments into account in terms of
goal achievement.

The review of the scientific studies confirms
that the complex approach is absent and not all
the factors influencing the efficiency of the bank’s
marketing activity have been taken into account. It
makes necessary to develop approaches in assess
the level of bank’s marketing activity, by considering
all elements of the marketing mix, and to establish
the level of marketing activity of state-owned banks
in comparison with the private banks of Ukraine
for the period 2016-2107 in the rating table.

MATERIALS AND METHODS

Methodology and Data Construction

Existing dilemmas in the estimation of the
marketing activity of banking structures provide
the basis for a further contribution to solving this
problem. In particular, it relates to the development
of the construct for its assessment which might be
applicable under changing environmental conditions.
In order to objectively determine the bank marketing
activity, it is necessary to take all areas of the
marketing-mix and their respective partial indicators
into account. Under such conditions, the calculation
of a comprehensive estimation of bank marketing
activity is best done by defining an integral indicator.
The calculation of the level of bank marketing activity,
based on the definition of the integral indicator, could
be carried out in the following sequence (Fig. 1).

The stages shown in Fig. 1 reveal the actions that
must be performed to determine the level of bank

marketing activity through the prism of calculating
the integral indicator. The content of each of these
steps will be thoroughly described below.

The first stage of the proposed sequence of
calculating the level of bank marketing activity
involves the selection of partial indicators of
marketing activity evaluation for each of the four
elements of the marketing-mix. Thus, revealing the
essence of this stage, we note that in order to assess
bank marketing activity it makes sense to consider
a group of indicators that will help to depict its
level more effectively when calculating the integral
index. Such indicators which have a quantitative
measurement should be primarily considered. It is
better to select them on the basis of the elements
of the marketing-mix, namely “Product”, “Price”,
“Sales”, and “Promotion”.

The list of partial indicators for calculating
the integral index of bank marketing activity is
presented in Tab. I The indicators are grouped by
each of the four elements of the marketing-mix:
indicators for product, sales, pricing and promotion
policies (advertising).

The second stage involves determining the course
of changes in indicators, that is, the division of all
indicators into boosters and disincentives.

Indicators-boosters are indicators whose growth
contributes to an increase in the integral index of
bank marketing activity. Indicators-disincentives
are indicators whose growth contributes to
a decrease in the integral index of bank marketing
activity (Tab. I, column “The course of changes”).

The next important step is to determine the
importance of indicators as envisaged at the
third stage. Therefore, in order to determine the
importance of indicators for estimating bank
marketing activity, we suggest using the method
of hierarchy analysis (Saaty method) (Saaty, 1993:
53), which provides for the calculation of vectors
of alternative priorities in relation to the selected

Stage 1. Selection of partial indicators for evaluating marketing activity for each of
the four elements of the marketing-mix complex

1}

Stage 2. Determination of the direction of indicators' changes
(distribution of all indicators for boosters and disincentives)

I

Stage 3. Determination of the importance weight of indicators

!

Stage 4. Rating

[

Stage 5. Calculation of the integral index of the marketing bank activity

1}

Stage 6. Bank ranking and grouping by the value of the integral index of the
marketing bank activity

. Sequence of calculation of the level of bank marketing activity
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L. The system of partial indexes of estimation of bank marketing activity

ElemenFS of the Indicator Symbols Method of calculation The course
marketing-mix of changes
. Market share Shy = L/TL x 100%,
of'loans and Sh sefsie Increase
debtors. % ! L-volume of loans and debtors, UAH;
’ TL — total loans and debtors of all banks, UAH
. Market share Sh, = DITD * 100%,
by client funds Sh where . . Increase
(deposits), % ¢ D-volume of client funds (deposits), UAH;
’ TD - total client funds (deposits) of all banks, UAH
Sh, = AJTA x 100%,
Product policy 3. Market share of Sh setiiene Increase
total assets, % a  A-volume of assets, UAH;
TA —total assets of all banks, UAH
P, = PII x 100%,
. Profitability of p where Increase > 0
bank sales, % bs P —profit (loss) after taxation, UAH;
I —total income, UAH
. Profitability P, = P/E x 100%,
of banking p where Increase > 0
accommodations, e  P—profit (loss) after taxation, UAH;
% E - total expenses, UAH
. The volume of V,=L/T,
loans and debtors v where Increase
per 1 territorial L K - volume of loans and debtors, UAH;
subdivision T — number of territorial subdivisions, UAH
. The volume of
funds of clients V.=DIT,
. (deposits) per Vv JLCES . . Increase
Sales policy 1 territori 4 D-volume of clients’ funds (deposits), UAH;
erritorial L N
o T — number of territorial subdivisions, UAH
subdivision
. The volume
of profit after V.= PIT,
taxation per \% where . Increase
1 territorial t P —profit after taxqtlon, UAH; o
o T — number of territorial subdivisions, UAH
subdivision
. The ratio of R, =AJAC,
total assets to R where Increase
advertising and a A —volume of assets, UAH;
marketing costs AC - volume of advertising and marketing costs, UAH
. . Profitability Py = PIAC,
U0 of marketing P where Increase > 0
(advertising) costs. % me P —profit after taxation, UAH;
’ AC - the amount of advertising and marketing costs, UAH
. Share of Sh,, = AC/T x 100%,
advertising and Sh where Decrease
marketing costs a  AC - the amount of advertising and marketing costs, UAH;
in total costs, % T — total costs, UAH
. The ratio of R, = IR/IC,
interest revenue R where . Increase > 1
to interest costs ir IR — volume of 1_nterest revenue, UAH;
IC — amount of interest costs, UAH
Pricing policy
2. The ratio R = CI/CC,
of commission R where Increase > 1
income to a CI — volume of commission income, UAH;

commission costs

CC —volume of commission costs, UAH

Source: prepared and systematized on the basis of Gaidukovich, 2012; Strupinska, 2013; Chukhray and Mlynko, 2013
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II: The scale of the relative importance of the method of hierarchy analysis by Saaty (1993: 53)

Grade, k Definition

Characteristic

1 Equal importance
3 Moderate advantage
5 Significant advantage
7 Significant advantage
9 Very great advantage
2,4,6,8
1/k

Intermediate values

The value of symmetric elements

Equal contribution of the two elements to the overall estimation

Clear advantage of one element over another

A substantial advantage of one element over another

Practically significant advantage of one element over another

The obvious advantage is the domination of one element over another
Applies to transient cases

Used to evaluate non-dominant elements

Source: Saaty, 1993

criteria. Pair-wise comparisons are defined as an
advantage of one element over the other according
to the scale of relative importance (Tab. II).

To determine the weight of elements of the
marketing-mix, a matrix of pair-wise comparisons
with the definition of local priorities shall be
established. The criteria and the importance
thereof shall be determined on the basis of expert
estimation. The experts were 32 employees
of the relevant departments of banks such
as OSCHADBANK JSC, CB PRIVATBANK PJSC,
UKREXIMBANK JSC, UKRGAZBANK JSB, REDOBANK
PJSC, and UKRSOTSBANK PJSC. The experts
proposed to compare the advantage of one element
of the banking marketing-mix over the other by
pairs according to the 10-point scale by Saaty.

The components of the vector of local priorities
are calculated by Formulas 1-3 (Saaty, 1993: 216):

W= i=1n ()
W;
i=1
Wl:n/Haij; i=1,n, )
j=1

where a; - i-th element of the j-th column matrix
of pair-wise comparison of the elements, n — the
number of the elements compared.

The maximal proper value of the inverse-
symmetric matrix of pair-wise comparisons is
determined by the following formula:

n n
h =W, (Zav} ®)

i=1

The estimation of the relative importance of the
elements to be compared should be consistent;
therefore, the index (IC) of consistency and the ratio
(RC) of consistency (optimal value of RC < 10%) are
determined by Formulas 4-5 (Saaty, 1993: 23-25):

CI :M’ 4
n-1
IC
RC—. (5)
RIC

The values of the random coherence index (RIC)
of the advantages, depending on the number of
elements being compared, are selected from Tab. III.

[II: The value of the random coherence index according to Saaty (1993: 25)

n 1 2 3 4

5

6 7 8 9 10

RIC 0.00 0.00 0.58 0.90

1.12

1.24 1.32 1.41 1.46 1.49

IV: Matrix of pair-wise comparisons for elements of the marketing-mix

Criteria number

No. Elements of the marketing-mix Vector of local priorities (weight), w,
1 2 3 4
1  Product policy 1 7 5 4 0.588
2 Sales policy 1/7 1 6 6 0.216
3 Pricing policy 1/5 1/6 1 5 0.112
4 Promotion (advertising) 1/4 1/6 1/5 1 0.084

Amax =4.315; IC = 0.105; RC=0.117<0.1

Source: prepared and calculated by the authors on the basis of expert estimation
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RESULTS AND DISCUSSION The summarized results of determining the

Based on the methodology presented above, the importance weight of indicators on the basis of
following results were obtained ’ expert evaluation using the method of hierarchy

The experts proposed to compare the advantages anTa}l1y31s ‘;re prleseintg d me‘;b' IX f ial
of the indicators for each of the four elements of the L 1US, the calculation of the importance of partia
marketing-mix of the bank over other indicators indicators for evaluating marketing activity fpr
of the corresponding element according to the ead}ll of the %o%rlilem eﬁlts of lthefmarkeltu}g—mklfi ’
10-point scale by Saaty (Tab. II). The results of pair- aﬁ,s down mn ¢ lal IR st de result of completing the
wise comparisons and the determination of the third stage of the proposed sequence.

local priorities (significance) for the indicators for At, the ft ourth stage, the valuation of }ndlcatprs' 15
each of the elements of the marketing-mix are given ~ Carried out. Given that the overwhelming majority
in Tabs V-IX of indicators of economic development are specific

values, a necessary measurement procedure is the

V: Matrix of pair-wise comparisons for indicators of the element of the marketing-mix “Product Policy”

Criteria number Vector of local priorities

No. Indexes

1 2 3 4 5 (weight), w,
1  Market share of loans and debtors, % 1 7 4 4 1/2 0.339
2 Market share of client funds (deposits), % 1/7 1 1/6 1/6 1/7 0.038
3 Market share of total assets, % 1/4 6 1 1/2 1/4 0.118
4 Profitability of bank sales, % 1/4 6 2 1 1/4 0.156
5  Profitability of banking services, % 2 7 4 4 1 0.349

Amax = 5.198; IC = 0.035; RC = 0.031 < 0.1
Source: prepared and calculated by the authors on the basis of expert estimation

VI Matrix of pair-wise comparisons for indicators of the element of the marketing-mix “Sales Policy”

Criteria number  yector of local priorities

No. Indexes 1 5 5 (weight), w,
1  Volume of loans and debtors per 1 territorial subdivision 1 3 1/6 0.177
2 Volume of client funds (deposits) per 1 territorial subdivision  1/3 1 1/6 0.085
3 Amount of profit after taxation per 1 territorial subdivision 6 6 1 0.738

Amax = 3.136; IC = 0.068; RC=0.117<0.1
Source: prepared and calculated by the authors on the basis of expert estimation

VIL: Matrix of pair-wise comparisons for indicators of the element of the marketing-mix “Promotion (advertising)”

Criteria number  yector of local priorities

No. Indexes N 5 5 (weight), w,
1 Ratio of total assets to advertising and marketing costs, % 1 1/4 1/5 0.099
2 Cost effectiveness of marketing costs, % 4 1 2 0.537
3 The share of advertising and marketing costs in total costs, % 5 1/2 1 0.364

Amax = 3.094; IC = 0.047; RC = 0.081 < 0.1
Source: prepared and calculated by the authors on the basis of expert estimation

VI Matrix of pair-wise comparisons for indicators of the element of the marketing-mix “Pricing policy”

Criteria o
No Indexes number Vector of local priorities
) - (weight), w,
1 2
1 Ratio of interest income to interest costs, % 1 2 0.667
2 Ratio of commission income to commission expenses, % 1/2 1 0.333

Source: prepared and calculated by the authors on the basis of expert estimation
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IX: Value of importance weight of partial indicators of marketing activity estimation for each of the four elements of the

marketing-mix

The importance

ElemenFs of t}.le weight of the Indicators for each of the elements of the marketing-mix 'Val_ues of
marketing-mix  element of the indicators
marketing-mix

1. Market share of loans and debtors, % 0.339

2. Market share of client funds (deposits), % 0.038
Product policy 0.588 3. Market share of total assets, % 0.118

4. Profitability of bank sales, % 0.156

5. Profitability of banking services, % 0.349

1. Volume of loans and debtors per 1 territorial subdivision 0.177
Sales policy 0.216 2. Volume of client funds (deposits) per 1 territorial subdivision 0.085

3. Amount of profit after taxation per 1 territorial subdivision 0.738

1. Ratio of total assets to advertising and marketing costs, % 0.099
Promot'lo.n 0.084 2. Cost effectiveness of marketing costs, % 0.537
(advertising)

3. The share of advertising and marketing costs in total costs, % 0.364

1. Ratio of interest income to interest costs, % 0.667
Pricing policy 0.112

2. Ratio of commission income to commission expenses, % 0.333

Source: prepared and calculated by the authors on the basis of expert estimation

preliminary valuation of the selected indicators,
which ensures the comparison and matching of
the established database. Rationing is performed
according to different formulas for boosters and
disincentives. This is due to the need to unify those
components in which the ranking is carried out from
the maximum to the minimum values, and those in
which it is carried out in the opposite direction.

The rating of indicators is proposed in accordance
with the methodology for calculating integrated
regional indices of economic development,
approved by the order of the State Statistics
Committee of Ukraine (Method of Calculation):

« for indicators-boosters:

Z;-Z

Y, =L mn (6)
Zmax - me

where Z; - is value of i-th Indicator for j-th bank;

Z . —the minimum value of the i-th indicator for all

banks;Z__ —the maximum value of the i-th indicator

for all banks.

method (I,,) is proposed, since this method allows
the researchers to take the integral indicators of all
elements of the marketing-mix and their weighting
factors into account (8):

I =1 xy_ +] xy +] Xy +] xy | (8)
mb 144 Sp Sp sp pa pa pa pa

where I , —integral index of marketing activity of the
bank; I, — integral activity index of the bank product
policy; I — integral activity index of the bank sales
policy; I, — integral activity index of the policy of
promotion and advertising of the bank; I, — integral
activity index of the bank pricing policy; v, v, v,,
v, — weights of integral activity indexes of product,
sales, promotion and advertising and pricing policy
respectively.

The calculation of integral indexes of each
element of the marketing-mix, including activity
index of the product policy (I ), the sales policy (I ),
the policy of promotion and advertising (I ) and the
pricing policy (1), is determined by the formulas:

« for indicators-disincentives: Ly = D Qo X S )
=1
Zyax - Zi
Y. = _max 7 n
! Zinax ~ Zmin ( ) I3n = Zam‘ X S3ni s (10)
i=1
The results of the above preliminary studies give n
the basis for calculating the integral index of bank I :Zapm X Spnis an
marketing activity, which is foreseen at the fifth o
stage of the proposed sequence. n
Revealing the economic essence of the fifth stage, L =2 0y XSy (12)

it should be noted that in order to calculate bank
marketing activity, the use of the integral index
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where a,, a,, a,, a, — volume of weight of the i-th
partial indicator, determined using the hierarchy
analysis for the product policy, the sales policy, the
policy of promotion and advertising and pricing
policy accordingly; Syp Sep —normalized values
of the i-th partial 1nd1cator f or tﬁe product policy, the
sales policy, the policy of promotion and advertising
and pricing policy accordingly; n — the number of
partial indicators in the investigated element of the
marketing-mix.

The range of the integral index of the bank
marketing activity varies from O to 1. The higher
the value of this index, the higher the level of bank
marketing activity and vice versa.

The sixth stage is the final one, in which the ranking
and grouping of banks are performed in terms of the
integral index of bank marketing activity.

In order to calculate the integral index of bank
marketing activity, indicators of the financial
activity of banks (Banking System Indicators) which
are published on the official site of the National
Bank of Ukraine are used (indicators are formed
according to data submitted to the National Bank
of Ukraine in accordance with the Instruction on
the procedure for preparation and publication of
financial reporting of Ukrainian banks approved
by the Resolution of the Board of the National
Bank of Ukraine dated 24 October 2011, No. 373, as
amended).

The sample includes all banks licensed by the
National Bank of Ukraine for the period during
which the survey was conducted. Generally, the
sample includes 5 state-owned banks in 2016-2017,
85 private banks in 2016 and 79 private ones in 2017.

The analysis which was conducted according to
data from 2016-2017 included 90 banks in 2016
and 84 banks in 2017. The decrease in the number
of banks for the analyzed period is substantiated by
the introduction of the regime of bank liquidation
or their exclusion from the State Register. According
to the results of the calculations, which are based
on the proposed method, the results obtained are
graphically interpreted (Figs. 2-3). According to
the results of the ranking, the top 10 banks with
the highest value of the index of marketing activity
according to the results of 2016-2017 are presented.

The results of the study revealed that during
2016-2017, OSCHADBANK JSC, CB PRIVATBANK
PJSC, UKREXIMBANK JSC (Ukrainian state banks)
maintained consistently high positions in the
ranking of Top 10 banks by marketing activity
level. In 2017, another state bank of Ukraine,
UKRGAZBANK JSC, improved its position, rising
from 13™ to 6™ position.

Harrington’s Universal Scale was used to group
banks and evaluates their level of marketing
activity (Harrington, 1965: 494-498). The level
of bank marketing activity will be determined
depending on the value of the integral index of the
bank marketing activity (/,,) (Tab. X).

Only five banks (OSCHADBANK JSC, CB
PRIVATBANK PJSC, UKREXIMBANK JSC, ING BANK
UKRAINE PJSC, and SBERBANK PJSC) could be
classified as having an average level of marketing
activity according to the data from 2016; the
remaining banks exhibited a low level of marketing
activity. According to the results from 2017,
26 banks had an average level of marketing activity,
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X: Characteristics of bank marketing activity levels according to the Harrington scale

Harrington
Scale Intervals
(range of I, )

The level of bank
marketing activity

Characteristics of the levels of bank marketing activity

High activity level of all the elements of the marketing-mix; high profitability
of marketing costs and sales; high level of marketing potential of the bank;
perfect performance of the marketing plan and the goals and objectives set; high
level of confidence in the bank and the quality of services; high share of lending
and deposit markets; high level of territorial representation

Sufficient activity level of all the elements of the marketing-mix; sufficient level
of profitability of marketing expenses and sales; the level of marketing potential
of the bank corresponds to the performance targets; insignificant deviation
in terms of the implementation of the marketing plan and goals and objectives;
sufficient level of confidence in the bank and the quality of services

Average activity level of the elements of the marketing-mix; average profitability
of marketing costs and sales; average level of marketing potential of the bank;
non-fulfillment of all set objectives and goals; average level of confidence
in the bank and the quality of services; average share in the lending and deposit
markets; average level of territorial representation

Low activity level of most elements of the marketing-mix; low profitability
of marketing costs and sales; low level of marketing potential of the bank;
significant deviations in the implementation of the marketing plan and the
objectives and goals set; low level of confidence in the bank and the quality
of services; low share in the lending and deposit markets; low level of territorial

Low activity level of all the elements of marketing-mix; critical level of profitability
of marketing expenses and sales; low level of marketing potential of the bank,

(0.8-1] Slgilxljeclam
High
level
(0.63-0.8] Sulfgsgm
Average  Normal
(0.37-0.63] level .
(0.2-0.37] SatllS(;fsgory
Low representation
level
[0-0.2]

Critical level inconsistency with the goals set; failure to implement a marketing plan and

objectives and goals; critical level of confidence in the bank and the quality of
services; low level of territorial representation; ineffective use of marketing tools

Source: proprietary authors’ design

indicating an improvement in the functioning of
the financial markets, the gradual restoration of
the banking system and an improvement of the
competitiveness of banks on financial markets.
According to the results of the study, a system of
measures has been developed to raise the level of the
marketing activity of the banking structures (Tab. XD).
Thus, Tab. XI shows the grading of possible levels
of marketing activity of banking structures by the

authors and the appropriate measures to increase
them. Determining the level of bank marketing
activity as well as selection and implementation
of the proper proposed measures will help
the management boards to bring the banks to
a qualitatively new level of functioning and
strengthen their respective competitive positions on
the banking market.

CONCLUSION

The article develops theoretical and applied provisions for estimating the level of bank marketing
activity on the basis of the integral index definition. The calculation of the integral index of the level
of bank marketing activity is an important direction in estimating the state and level of development
of the marketing-mix in banks. The index allows one to detect and quickly eliminate deviations in the
achievement of sales goals and objectives, the implementation of promotional activities, and product
and pricing policies, which affect the overall efficiency of financial banking activities.

In the proposed methodology for assessing the level of bank marketing activity, we highlighted
two major advantages compared to the methods proposed by other scholars, the first of which was
complexity and integrality. Many scholars consider the appropriate criteria for the effectiveness of
bank marketing activities to be not a set of indicators, but rather a certain indicator. For example,
Melchinger (1992) considers profitability to be the only criterion for measuring marketing
effectiveness if improved sales figures are achieved. Other scholars investigate the effectiveness
of bank marketing activities in view of multiple financial indicators without integrating them into
a whole (Naser and Moutinho, 1997; Csikésova et al., 2016), or study the impact of each of the partial
indicators on the overall result without considering their complexity (Basheer et al., 2010; Mahmood
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XI: Measures to raise the level of bank marketing activity

The level of bank

. N Measures to raise the level of bank marketing activity
marketing activity

* introduction of innovations in marketing activity;

* application of non-traditional marketing tools for the promotion of banking products;
* implementation of the concept of an individual approach to key customers;

* use of progressive international experience in marketing activities;

* opening of new territorial subdivisions, entry into new markets;

* strengthening of the promotion system of target consumers.

Significant level

* increased financing of marketing actions;

* improvement of stimulation methods of clients and bank employees;
* improvement of monitoring the implementation of marketing plans;
* improvement of banking market segmentation.

Sufficient level

* improvement of the bank marketing service;
* advanced training for employees of the marketing department;
e constant market research;
Normal level * improving the methods of advertising and public relations;
* application of differential marketing strategy;
* strengthening of the advertising campaign;
* constant research on competitors’ activity.

* partial reorganization of the marketing service;

* studying the needs of customer-clients;

* optimization of advertising and marketing expenses;

* responsible attitude of banks in their duty to the clients;

* review and improvement of the current marketing strategy;
* formation of unscheduled reserves for credit operations.

Satisfactory level

* formation of a new marketing strategy;

* reorganization of marketing services at the bank;

* establishment of the effective system of gathering information on changes taking place in the
marketing environment;

* reduction of advertising and marketing expenses;

* search for new potential markets;

* formation of financial reserves in order to ensure a stable financial position and guarantee the
safety of client funds.

Critical level

Source: proprietary authors’ design

and Khan, 2014). By contrast, in our study all the most important aspects of the bank marketing
activity (i.e. the four components of the marketing-mix: product, price, distribution and promotion
methods) have been evaluated, whose mutual influence on the achievement of goals is reflected in
the integral indicator. By using the value of the integral indicator, it is possible to draw conclusions
about the effectiveness of marketing activity as a separate element and marketing in general.

The second advantage is significance, which allows the force of the influence of each of the partial
indicators on the integral indicator and the specificity of the studied area to be taken into account.
Unfortunately, many scholars ignore the importance of assessing the effectiveness of banking
structures, including marketing (Bhattacharyya, et al,, 1997), which may distort the results of the
study towards the predominance of one factor. For example, in research by Repkova (2014) which
evaluated the performance of Czech banks in the period 2003-2012, the findings were that the causes
of inefficiency of large banks were in excess of deposits in the balance sheet and inappropriate
size of transactions, which reduced their efficiency compared to other banks. Our proposal allows
researchers to avoid such a situation.

One should also underline the application value of the paper. The theoretical and applied provisions
for estimating and raising the level of bank marketing activity can be applied in practice. Moreover,
it may be useful to formulate plans and strategies for the development of the state, region or bank to
improve the efficiency of the banking sector as a prerequisite for increasing the competitiveness of
the Ukrainian financial system. The measures proposed to estimate and increase the level of bank
marketing activity will allow banks to strengthen their competitive positions, identify and timely
eliminate factors that negatively affect the level of marketing activity, find and strengthen the narrow
lines of marketing activity, as well as reach a new level of innovation development.
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It should be emphasized that the proposed method makes it possible to identify and rank the state
and private banks of Ukraine by the level of marketing activity. According to the results, state-owned
banks of Ukraine occupy rather a high position in the rating. In 2016, the first three positions in the top
10 rank were held by state-owned banks: OSCHADBANK JSC, CB PRIVATBANK PJSC, UKREXIMBANK
JSC. In 2017, however, the situation was as follows: CB PRIVATBANK PJSC moved to the fourth
position, UKREXIMBANK JSC moved to the second position. Another Ukrainian state-owned bank
— UKRGAZBANK JSC - improved its position and rose up from 13" position to the 6 one in 2017.
High rankings of state-owned banks during the period of 2016-2107 indicate their effective product,
marketing, pricing and promotion policies. In other words, state-owned banks in Ukraine are more
active in marketing than private banks. Given this fact, it is recommended that the private banks
should analyse in details the strategies implemented by the stated owned banks (benchmarking)
and, if applicable, try to adopt them, at least to some extent.

Our paper has certain limitations. First of all, one has to state that the method of calculating
marketing activity as a tool for identifying “weak points” and a guideline for developing a system
of certain measures to increase the level of marketing activity of research subjects and their level of
competitiveness is not effective when it comes to practical application by social, medical and industrial
enterprises, as each of them has their own peculiarities of functioning, different key indicators and
different weights when calculating marketing activity. Another limitation is the national coverage, as
the analysis was carried out in only one country, whose banking sector is not as well developed as
in the case of Western countries. Despite these limitations, we believe that the method applied in our
study allowed us to present the real picture of the situation in the sector analyzed.

In the future, it will be necessary to make the research in this area more profound by analyzing the
dynamics of integral indicators of the level of bank marketing activity, which will allow researchers
to identify the development of or efficiency regression trends in the marketing activity of banking
structures for a certain period of time, to identify crisis states in the life cycle of banking activity, as
well as modeling to predict the direction of development of the individual bank and the banking
system as a whole in terms of marketing activity.
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