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Abstract. /n the context of the dynamic development of refail banking business and competition growth, domestic
banks are beginning fo pay special attention to their customers, realizing that their success in the future will depend
on a long-term close partnership with customers and on the level of safisfaction with the services provided. An
Important feature of modern banking taking into account form and technologies of cooperation is increasingly
approaching of banking services for individuals fo retail. Banks create a customer-oriented business model by offering
specific services to specific groups of clients, trying to implement the principle of individual service for mass clientele.
The ability of banks to respond fo changes and the emergence of new consumer needs is increasing. Thus, the
purpose of the article is to summanize and reflect the main theoretical aspects and development process of banking
retail in Ukraine, fo search for ways to optimize and increase the volume of banking products and services sales. It is
determined that in order fo achieve banking retail development banks need fo keep deposits on their accounts by
offering depositors more favourable conditions than other banks; to increase the resource base by affracting
population deposits. A number of specific features of the banking refail sector are presented, such as. local assortment
policy, which means the need of banking products portfolio adjustment, depending on the location of a banking
Institution, banking services complexity, which requires from clients a certain educational level; the need to support
each client individual liquidity which makes possible to carry on further credit activifies, ensure funds circulation,
banking services individualization means taking info account the needs and interests of banking institution clients
when forming a banking services package, banking services diversification what provides both an individual approach
fo the client and an expanding range of opportunifies in choosing one or another action and perspective. During the
scientific research the methodss of logical generalization and scientific abstraction, the statistical method, the tabular
method (for displaying of tradiifional banking services and banking retail features), the schematic method (for the main
trends of online retailing and the benefits of innovative banking business fechnologies reflection) were used. The
results of the study give grounds to assert that infroduction of innovative measures in banking institutions activity
which provide the latest approaches to banking retail policy development plays an important role in increasing the
volume of banking products and services sales.

Keywords: retail, retail banking, commercial banks, innovations, deposit portfolio, innovative retail banking
mechanism, banking service.

Introduction. Under the current conditions of the retail banking business, dynamic development and
increasing of competition domestic banks are beginning to pay special attention to their consumers,
realizing that success of banks in the future depends on the long-term close partnership with the clients
and on the level of satisfaction with the services provided. Consequently, banks management bodies
should update their approaches to the construction and implementation of effective partnership
cooperation with active and potential clients in terms of their marketing and implementation activities. At
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the present stage, such innovative approaches are implemented by the banking retail. Retail becomes a
part of a united system called the "supply chain" and, in addition to the sale of goods, involves the
organization of own production and sales of products under own brand, merchandising, the use of brands
and trade-marketing technologies, the creation of its own logistics departments , as well as providing some
subordinated services to customers (for example, goods delivery, orders acceptance, settlement with
buyers on credit and debit cards, bank services, etc.). Taking into account current trends and expanding
the range of services by enterprises and institutions, retail requires the development and introduction of
new modern mechanisms and approaches.

In the modern managing process, the concept of "retail" is associated with the processes and
mechanisms for goods and services sale to final consumers, so it is often identified with a set of
mechanisms and technologies of retail trade. Continuous improvement of goods and services range, the
use of modern information technology in retail sales requires retail mechanisms development. Modern
retail is very different from a traditional retail trade, which was widespread several decades ago, according
to the forms and spheres of development, and by industries and types of goods and services being sold.
At the end of 1990s retail was used for certain types of goods usually in the field of trade, but with the
transition to the post-industrial economy, retail was extended to the financial sector in general and to the
banking sector in particular.

Literature review. An overview of modern theories and views of domestic and foreign scientists
testifies that the unanimous interpretation of the notion of "retail" is not developed in the theory and
practice. Today the concept of retail in the narrow sense is characterized by retail sales, retail trade, shops
selling goods and services to the end user. In a broader sense, retail should be viewed not only as a
trading point but also as a trade organization principle. According to P. Drucker, the definition of retail
includes "any work with any buyer who can freely come and buy goods” [1]. B Santo proposed to define
retail as "point of retail sale, store". In his opinion, the first example that fits the definition of retail is the
well-known market and shops. Also, the scientist notes that the oldest form of retail is street-retail, or street
trade"[2].

The definition formed by S. Fedosenko doesn't differ: "retailer is a company that deals with retail trade
— whether it is a supermarket, a clothing store, a car dealership, a bank that sells services to private
customers." The scientist considers retail as selling goods to end users. Unlike wholesale, retail trade sells
goods not for resale, but for the final consumption by individuals, and the fact what form the retail trade
has is not important at all: it can be sales by phone, on the Internet, personal sales, etc. [3].

Economists O. Azaryan and Y. Antoniuk [4] view retail as "...an independent trade direction, which
had been distinguished in antiquity from the merchant exchange, and later connected itself with an internal
one-time exchange". Therefore, the authors substantiate the idea that this term appeared not at the
present stage of development of trade relations but even in ancient times. The same opinion is shared by
domestic scientists V. Apopiy and P. Balaban [5], who offer to interpret retail as a type of economic activity
in the field of trade, covering sales of goods to the final consumer and providing him with trade services.
T. Bilous and D. Kharinovich [6] have the same idea about retail, they define it as "the type of
entrepreneurial activity in the field of trade, connected with the sale of goods directly to the consumer for
personal, domestic, family, home use" and in its essence is a single-piece, or small-scale sales of goods
for, as a rule, the final consumption. A. Bereza suggests considering retail as "...a commodity exchange
process aimed at satisfying people needs through the free sale of goods and services representing value
for them". Economists K. McConnell, S. Brue, and S. Flynn [7] interpret this notion as: "...resale (sale
without modification) of new and used goods to the general public for personal consumption or home use,
carried out by stores, department stores, tents, firms performing ordering by mail, street vendors,
consumer cooperatives, firms, auctions, etc.»

Consequently, the concept of retail in the generalized context should be interpreted as a modern
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process of organization and technology of retail trade, taking into account the principles of interaction
between the parties "seller-buyer".

The aim of the article. The aim of the article is to substantiate the theoretical principles of retail and
banking retail, analysis of retail banking innovative mechanisms development in Ukraine.

Research methods. During the scientific research, the methods of logical generalization and scientific
abstraction, the statistical method and tabular method (for displaying of traditional banking services and
banking retail features), the schematic method (for the main trends of online retailing and the benefits of
innovative banking business technologies distinction) were used.

Research results. In terms of the dynamic development of retail banking business and increased
competition in the monetary sphere, domestic banks are beginning to pay significant attention to their
customers, realizing that their success depends on a long-term close partnership with clients and on their
level of satisfaction with the services provided by the bank and its activities in general. Therefore, retail
firstly was exclusively considered as a term that is firmly established and widely used in trade, began to
spread actively to the sphere of banking services sales.

In management the concept of "retail" is associated with the processes and mechanisms for goods
and services sale to end users, therefore it is often identified with a set of mechanisms and technologies
for retail sales. However, modern retail is significantly different from the traditional retail trade, which has
been widespread several decades ago, according to the forms and spheres of development, as well as to
the branches of development and types of goods and services being sold. Under the conditions of existing
sales technologies and goods and services range improvement, as well as the use of modern information
technologies, retail mechanisms are constantly evolving and improving. A specific feature of retail is the
large variety of goods and services offered in one place, which reduces the cost of servicing each client
and improves competitiveness.

Modern retail uses the following retail technologies [1]:

— placement of retail trade points in accordance with certain rules of location;

— proposal of grouped goods/services assortment of constant demand;

— application of the corresponding equipment;

— application of marketing technologies;

— minimum of sales staff;

— application of customer self-service;

— automation of accounting;

— optimization of logistics, trading space, etc.

The use of listed retail technologies allows selling of goods in large volumes, which can be compared
to the volumes of wholesale [1]. A fairly used type of modern retail is the network retail — a network of one-
format (rarely multi-format) stores, united by one owner, a single logistics system, procurement, and
commodity policies. All this allows to reduce costs, and therefore to offer a buyer much lower prices of
products than in non-network retail outlets. Network retail attracts a large number of consumers and
receives more profit at the expense of turnover by low prices and constant assortment availability, by the
accessibility of retail outlets [2]. The retailer receives the main revenue for a trade margin on the goods
retailed. However, this is not the only source of his income. There are additional services paid by-products
suppliers, the income of which is also received by retail. An ability to supply a product in retail, the
opportunity to put the goods on the desired for the supplier "shelf", payment for commercial marketing
services — all this is "sold" by retailers to products suppliers as a marketing service. In this way, retailers
earn on discounts, advertising, selling (leasing) of retail space for non-core products [1].

The key to retail is publicity and accessibility because any person can make a purchase or receive a
service. In order to reduce the cost of customer service, retail reduces the service personnel quantity in
an effort to meet the needs of maximum customers by introducing self-service in supermarkets or by ATMs
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and payment terminals installation. Retail offers consumers a wide range of products/services that can be
purchased in one place.

A few years ago, within the diversity of innovative technologies, the retail used cash automation,
logistics, warehouse accounting, and data storage technologies, what allowed to improve the sales
network management. Today's rigorous competition forces to look for new ways of customers attraction,
marketing tools and IT solutions, such as business analysis, "clouds", omnichannel services and other
innovative technologies integration becomes relevant. These concepts are only coming into retailer's
use [3]. The avalanche-like growth of information in the world is one of the key trends noted by experts.
At the level of a trading company, it means constantly updating data on sales, goods, prices, information
for consumers profiling and analysing their behaviour. For companies, the gigantic amount of data is both
a great complexity deal and enormous opportunities at the same time. The difficulty is that without
professional business analysis systems it's virtually impossible to understand the data. But with the help
of modern Bl (Business Intelligence) solutions, forecasts of product movements may be formed, loyalty
programs may be developed, and demand may be stimulated.

Despite the fact that most Bl-systems from well-known world leaders (such as Oracle, SAP, IBM,
Microsoft, etc.) have been available on the domestic market for a long time, not every retailer uses these
opportunities today. However, the retail is being improved gradually. For example, thanks to the
implementation of SAP BW on SAP HANA in "M. Video" the process of creating corporate reporting in
various sections has been significantly simplified. Thanks to the model for calculating the need for the
goods release from distribution centres, the retailer can assess the correctness of settings in the planning
systems, and if it is necessary, he may respond promptly to the situation [3].

Online sales account for only a few per cents of all retail sales today. Since traditional sales brought
the business the required amount of revenue, retailers did not develop online channels for a long time. But
today there is a reverse trend. Business systems that can profile the buyer, calculate his behaviour, and
build customized offers are needed for competent Internet commerce. They should be able to work from
the manufacturer warehouse with the related software of vendors. And integration with social networks
allows to offer a birthday discount, analyse a list of interests and based on it make a purchase wish list
automatically [3]. The omnichannel assumes that a customer can place an order at any point in the world,
using the Internet or cell phone, to pay with any convenient method (credit card, cash, checks, bonuses,
Web money) and pick up an order in a convenient place. In this case, the buyer receives after-sales service
at his place of accommodation (for example, the order was made via the website, confirmed by SMS, and
received in a regular store or special cell). Toda every other resident in Japan buys (even an eggs
package) through special machines with the omnichannel, booking a cell where it is convenient to pick up
an order. The main task of the omnichannel is to get rid of the intermediary between the service provider
and the end customer, that is to abandon the warehouses, etc. However complete automation of the whole
business is required for the correct operation of this service, in particular, a built-in online commerce
system, a perfectly adjusted process of inventory management and goods distribution. The success of
retail business automation projects directly depends on the IT team professional experience and retail
specifics understanding [3]. In order for goods arrival in stores on time and in good condition there is
specialized solutions, in particular, the Transportation management system. These are tools specifically
designed based on the needs and characteristics of logistics processes. With their help the most optimal
scheme of transportation may be chosen, movement of goods may be tracked, and transport plan may be
adjusted, even records of all costs incurred in transport services provision and restrictions in cargo
terminals operation may be kept.

RFID technologies (Radio frequency identification) allow identifying objects with radio frequency labels
and controlling their movement, thereby accelerating product accounting and guaranteeing its protection
against theft. "Smart" carts with built-in scanners and touchscreen tablets will appear soon in supermarkets
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in order to control the choice of products. For example, by synchronizing a shopping list through a mobile
application on a smartphone with GPS and NFC, it will be easier for a buyer to navigate among products
and shelves [3]. Another example of interactive solutions is the technology of "augmented reality" or "smart
mirrors" of the virtual fitting room. The camcorder scans the external parameters of a person, and the
system of complemented reality offers three-dimensional models of clothing, fitted under the figure. The
technology allows determining what suits the buyer, significantly reducing the time for fitting and increasing
the throughput capacity of the cabins [8].

Advertising on paper posters and information boards is actively replaced by interactive video
advertising on LED stands, which allows to "reach" the target audience in the right place and at the right
time. In this case, already created and accessible solutions, integrated with Digital Signage systems can
not only bring information to the consumer but also provide feedback. The easiest example is an analysis
of the audience with the ability to determine how many people are reading, for example, the details of the
discount, and how many just draw attention to the picture, what is age, sex, the social status of these
potential buyers, etc. In order to start collecting such information, it is sufficient to install a digital camera
next to the video panel and analyse the human flow using special software [8].

Retail accumulates a large amount of data, that is information from cash checks, appealing to loyalty
cards, visitors’ counters in stores, data on warehouses load, and so on. In order for this data to be
processed promptly and to obtain conclusions that are useful for business, it has to be stored somewhere.
Some retailers build their own data processing centres (DPC), others lease computing power and
equipment. At the same time, equipment leasing can save up to 50% of maintenance costs for IT in the
short run [3]. Cloud computing is another business model, in which the company pays only really
consumed computing resources. It provides all IT processes automation, allows to reduce not only capital
costs but also operational costs by optimizing the staff of the IT department. Analysts predict that the
business benefits of "clouds" in the near future will be available for small and medium-sized businesses.
Meanwhile, big retailers already use "cloud" technologies. For example, in the past year, CROC created
accounting documentation archive "M. Video" on the basis of the domestic virtual data centre. Overhead
and shipping documents came from all over the country, after that, they were digitized and merged into
catalogues. Now the retailer operatively receives operational data directly from the "cloud" [4].

The boom of robotics has the ability to change the principles of retailers and buyer’s interaction,
although it is not quite clear when and how much. At the moment, the gradual approach to the future retail
with robotic warehouses, integrated corporate information systems, and sales robots is continuing. For
example, there are already information guides robots in retail. Built-in GPS sensors and the ability to
control through mobile communications make them universal assistants, intelligent consultants and
promoters that attract customers' attention. Such robots can be used practically in any public places,
including shopping centres and exhibitions [3]. There is no universal approach to calculating the volume
of IT investments. Some companies are just beginning to automate business processes, others are
already in the process of optimizing IT budgets since in previous years they actively invested in
infrastructure and now expect returns on investments. Each retail network, thanks to its capabilities and
the notion of effective business management, is master’s in information technologies. But there is a
general trend that development is possible only with information technologies application. This means that
the retailer's dictionary will be replenished with new IT terms, and the one who learns to navigate their
diversity more quickly and choose the best solutions for themselves is going to have a competitive
advantage [8].

The IT solutions world is constantly changing. Each retailer masters them by virtue of his possibilities.
But the competitive advantage will be for those who learn to orient themselves more quickly in these
decisions and choose the most appropriate ones for themselves [8]. To sum up, following 5 main trends
of online retail may be submitted (Figure 1).
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Trend number 1. QR-shopping offline
Any object of our environment can be a "showcase". The seller places a photo of the product and a
QR code on its surface. The buyer scans the code with a smartphone and then gets to the store
site, where you can pick up the delivery.

Trend number 2. Biometric payment
The convenience of instant product selection should be backed up by the same fast way of its
payment. Biometric payment is a point of sale (POS) technology that uses biometric authentication to
identify the user and authorize the deduction of funds from a bank account.

Trend number 3. Delivery of goods to GPS coordinates
Delivery to GPS coordinates has long been mooted as a solution to a global problem that impedes
the growth of e-commerce in many developing countries.

Trend number 4. Virtual 3D stores
This is a virtual 3D supermarket, which functionally differs from the "offline" prototype. The buyer is
able to "walk" in the halls, choose and then pay for goods. A virtual consultant is offered for help.

Trend number 5. Virtual fitting rooms
At the heart of this technology is a mannequin robot that can perceive anybody proportions within
centimetres. It is photographed several thousand times (each time with a centimetre deviation in
height, shoulder width, etc.) Photos are placed in the database. When the buyer introduces his/her
proportions the exact corresponding mannequin photo is selected from the base. As a result, a person
receives a virtual projection of his/her body and can easily "try on" clothing from the online catalogue.

ST

Figure 1 - The main trends in online retail
Sources: [9]

It is not sufficient to transfer mechanically foundations, mechanisms and principles of commercial and
industrial retail to the financial or banking sector. There is a need to adapt already developed knowledge
and experience in the trade and industry to the specifics and features of retail banking in the banking
industry. Today a significant number of banks with stable positions in the field of retail banking services
consider this business as a source of stable income and a niche where it is possible to "hide" during difficult
times. Taking into account the unrivalled ness of the research topic and the underdevelopment in the
proposed definitions of the "banking retail" category, we propose the following definition: banking retail is
a complex of retail banking services and products focused on a strategy of improved interaction between
the bank and customers for the consumption development.

Consequently, we can consider the "banking retail" concept as a process of creating and implementing
a list of banking products and services that will be accessible, comprehensive and understandable to the
maximum consumers' range who intend to obtain them. A banking product and service that needs
development and competitiveness provision is considered as an object of bank retail. The main tasks of
retail banking are:

— analysis of the place for a bank affiliate opening in a certain format;

— an estimate of the location for an ATM or a terminal placing for better payback.

The reason for the active familiarization with the retail market by banks is due to the capital
requirements set by the Basel Il Agreement coming into effect. Possible risks on the market can encourage
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corporate banks to shift their strategic emphasis from providing loans to companies and investing in private
capital to more stable service for individuals. With the purpose of new markets active development, banks
are now striving to consolidate capital by retail banks purchase, what allows them to expand the range of
retail products, to make a quick expansion into regional markets, as well as to enter new markets.
According to Basel Il banks also seek to balance the least sustainable business activities (such as
investment activities, trust management) at the expense of more stable flows of income from servicing
individuals. Modern banking retail, first of all, is a spectrum of technologies (from business process
organization to the channels of products delivery to population); therefore, banking business management
must be distinguished by the responsiveness of the reaction to market changes and the continuous search
for new target landmarks. A key role in this process is the change in the qualitative composition of banking
services potential customers. The young (more competent and active) generation of consumers attracts
more attention to desires and needs. Such a category of potential clients wants to spend as little time and
resources as possible and strives to receive vivid individualized services [2]. The main advantages of
innovative banking business technologies include:

— better service of individual clients;

— risks reduction associated with retail banking services provision;

— the increase of bank performance with every client;

— the increase of retail activities profitability in general [2].

There is a change of standard banking services to fully automated customer service or through ATMs.
The result is an increase in the transactions volume carried out through electronic information banking
systems. Expanding the range of alternative channels and retail banks is seen as a necessary step
towards creating a virtual bank. The financial institution functioning involves not just the rejection of
traditional bank branches network standard sales of banking products and transition to virtual channels.
Virtual bank means complete its restructuring and radical change in the forms of interaction with the
client [1]. The development of retail banking dictates the market, and this is a must for the banking sector
and physical consumers of banking products. Among such products we can distinguish:

— lending to current needs;

— placement of money in deposit accounts;

— payment cards service;

— private banking;

— organization of pension services;

— organization of lending;

— asset management;

— financial and property consulting;

— exchange transactions;

— realization of money transfers in national and foreign currencies;

— cash payments;

— opening and maintenance of current accounts of individuals, including card accounts;

— credit card accounts servicing;

— consumer lending for various types of security and unsecured loans;

— individual bank accounts leasing;

— financial advising and information;

— sale and acceptance of bank metals deposits;

— mortgage lending in the primary and secondary residential real estate markets;

— trust management of the property;

— telephone and home banking;
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— distance counselling centres, such as "hotline";

— consulting services "personal manager";

— registered and traveller's checks issuance;

— payment for goods and services of legal entities;

— investment services (shares, bonds, funds for construction financing, etc.);

— acceptance of utility bills and others.

The product line formation of banking retail is determined by the results of a deep and comprehensive
study of the population needs in financial services and includes, first of all, the creation of the integrated
product that maximally meet these needs. The parameters and the essence of these products vary
according to changing market conditions and customer needs. At the same time, retail banking networks
are organized in such a way as to enable the provision of any of the existing services in each branch (the
trading floor or the terminal of the bank). Bank branches must be in close proximity to the consumer,
requiring the operation of their large number and the network's formation, aimed at comprehensive
services. Regarding the current state of retail banking in Ukraine, retail client loan portfolio decreased by
10% over the year 2016 and amounted to UAH 164.98 million. Recognition of several banking institutions
insolvency, which had substantive volumes of loan portfolios, including retail, made a significant influence
on the dynamics of this indicator.

160% 154.2%
140% 0%
119.0%
120%
U
) 101.6%
100% —— , , £ T
M-------s_-_-/
80%
60%
12.13 06.14 12.14 06.15 12.15 06.16 03.17
—  Stateloans —— Foreignloans
Privateloans = == == Pryvatbankloans

Figure 2 - Loans granted to legal entities, %.

Sources: the figure is compiled on the basis of statistical data of the National Bank of Ukraine [10].
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Figure 3 — Loans granted to individuals, million UAH

Sources: the figure is compiled on the basis of statistical data of the National Bank of Ukraine [10].

About 57% of the client's portfolio is located in the northern region of the country (Kyiv oblast and Kyiv,
as well as Zhytomyr, Sumy and Chernihiv oblasts) (Figure 4).
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Figure 4 - Client's loan portfolio in a regional section as of 01.01.2017, billions UAH
Sources: the figure is compiled on the basis of statistical data of the National Bank of Ukraine [10].

According to the results of 2016, the average interest rate on loans granted to individuals in the national
currency amounted to 30.7% (31.6% in 2015) and 4.9% in foreign currency (4.0% in 2015). The conducted
analysis shows that raising interest rates on loans, fluctuations in the exchange rate led to a certain
slowdown in the lending process. This led to loans granted to legal entities and individuals’ reduction, a
decrease of satisfaction with banking services and a slowdown in the banking retail development. Today
banks’ lending services for individuals can be divided into three distinct categories that are related to the
purpose of services provision, in particular: consumer lending; car loan; housing loan. The main
component of the retail client loan portfolio is consumer loans (including cash loans) (Table 1). Analysis
of the data from table 1 confirms that since 2009 there has been a decline in the volume of consumer
loans provided: the decrease was 26% or 48 975.00 million UAH in 2009. Nevertheless, the share of
consumer loans in the total volume of bank loans granted to individuals remained relatively stable — an
average of 63% for the period of 2009-2016.
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Table 1 — Target loans granted to individuals, 2009-2016 years

Loans on

purchase,
Period Total, min | Consumer loans | construction and Other loans Mortgage loans
ero UAH reconstruction of

real estate

min UAH % min UAH % mihUAH. | % | minUAH | %

01.01.2009 280490 186008 66,3 88352 31,5 6050 22 | 143416 |51,
01.01.2010 241249 137113 56,8 98792 41,0 5343 2,2 | 132757 |55,0
01.01.2011 209538 122942 58,7 81953 39,1 4643 22 | 110725 |528
01.01.2012 201224 126192 62,7 70447 35,0 4585 2,3 97431 | 484
01.01.2013 187629 125011 66,6 58427 311 4191 2,3 63158 | 33,7
01.01.2014 193529 137346 71,0 51447 26,6 4736 2.4 56270 | 29,1
01.01.2015 211215 135094 64,0 71803 34,0 4318 2,0 72156 | 34,2
01.01.2016 174869 104879 60,0 66169 37,8 3821 2,2 60215 |344
01.01.2017 163333 101528 62,2 58549 35,9 3255 2,0 60264 | 36,9

Sources: table is compiled on the basis of statistical data of the National Bank of Ukraine [10].

This trend could lead to a new wave of intensification of consumer lending, but it did not survive by the
end of 2011. The volume of loans to households at the end of 2012 amounted to UAH 187.6 billion, which
was less than in 2008. Thus, lending to population was not restored by 2013 to pre-crisis levels. During
2011-2014 only a segment of small loans was actively developing in the consumer credit market — cash
loans, credit cards, and consumer goods loans. They ensured the revival of this segment, what was
evidenced by some growth —about 10%, but the restoration of pre-crisis volumes of lending was hampered
by political and economic instability in the country, and already during 2015-2016 there was a decrease
in its volumes again. Based on these data provided the main problems of bank consumer lending are:

— inflation processes development;

— real wages reduction;

— national monetary unit devaluation;

— low solvency of individuals;

— high cost of consumer loans;

— insufficient analysis of individual borrowers’ solvency by credit institutions', which leads to credit
risks increase and non-repayment of bank consumer loans.

The volume of mortgage loans granted to individuals amounted to 37% of the retail loan portfolio as
of 01.01.2017. In general, the low growth rates of mortgage lending are due to the rather slow recovery of
the construction industry, the limited and high cost of the long-term resource, as well as low solvent
population's demand for long-term lending. Development and functioning of banking retail, innovative
solutions and products directly depend on the activity of using payment cards, which in turn depends on
the existing system and the network of such payment means usage. It should be noted that the market for
payment cards also continues to grow (Figure 5). While analysing the growth dynamics of payment
cardholders, the number of payment cards in circulation and active payment cards, it should be noted that
from 2002 to 2009 the number of issued cards exceeded the number of such card’s holders, and these
cards were actively used. This is due to the target cards issue for servicing banking products such as
salaries, deposits or current accounts.

However, in 2012 with a slight change in the number of cardholders (37-50 million people), the number
of issued cards grew sharply to 69.826 million. As for active cards, its number dropped sharply compared
to 2008 (41.2 min. UAH) and in 2013 it amounted to 35.6 million UAH.
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Figure 5 - Number of active payment cards by groups of issuing banks, million units

Sources: the figure is compiled on the basis of statistical data of the National Bank of Ukraine [10].

It should be noted that the number of active payment cards in 2016 slightly decreased compared to
2015 due to mass cards issuance for a variety of banking products that were provided to citizens in the
package of a product before the concluded deals. However, in the first quarter of 2017, this indicator
increased significantly and amounted to 32 million units. The number of ATMs is also constantly increasing
(Figure 6) that indicates the demand for card products in Ukraine.
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Figure 6 - Number of commercial banks ATMs, thousand units

Sources: the figure is compiled on the basis of statistical data of the National Bank of Ukraine [10].

One of the priority directions of banks cash servicing is the comprehensive customer service, which
consists of a set of basic banking services for servicing current accounts in national and foreign currencies,
payments and cash operations. Banks generally try to reduce operational costs by transferring them to
equipment, a network of partners, or remote internet service channels. Thus, there is a division: services
provided with advanced computer technologies without the participation of bank employees, and services
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requiring a personal contact between a banker and a client (VIP-service) [11, p. 66]. The number of banks
that provide services over the Internet is increasing (Table 2).

Table 2 — Internet banking services at domestic commercial banks

Bank name Internet banking system Opportunities
Statements review; deposit registration; currency
Privatbank Privat24 exchange; any types of payments; mobile phone
replenishment; additional services for payment cards
Ukreximbank Financial portal Statements review; any types of payments
Ukrsibbank Account management Statements review; any types of payments
Ukrsotsbank Internet Banking Statement.s review, deposit reglstratlon; any types of
payments; mobile phone replenishment
Prominvestbank PIB-ONLINE Statements review; currency exchange
Alfa-bank My Alfa-Bank Statements review; any types of payments; mobile
phone replenishment
OTP bank OTPdirekt Statements review; — any typesl of payments;
replenishment and withdrawal of savings account
Sources: [9]

The main banks’ motivation for Internet banking implementation is increasing competitiveness. First
of all, the advantage of Internet banking is a significant cost minimization, since the cost of providing online
banking services is significantly lower than the same indicator for traditional financial service mechanisms.
Financial services are suitable for "remotely" provision because it does not require the physical presence
of the service provider and it is not accompanied by the movement of tangible assets, what ensures the
relevance and modernity of the Internet banking introduction.

Taking into account current trends, mechanisms for goods, works and services sale banks should take
into consideration all the requirements and challenges of a market economy, as well as the influence of
external factors and the risks associated with them. The sale of banking products is not an exception and
requires significant changes and innovations that will ensure the competitive performance of a particular
banking institution in the financial and banking market. At the same time, an effective mechanism of
banking retail cannot be ensured only at the level of operational management. Without a well-thought-out
strategy and an effective mechanism for its implementation, organizational and economic innovations are
turning into separate measures for improving the timely implementation of the banking product, which is
sometimes more harmful due to the fact that they are not related to the deep processes of changing
banking technologies and financial markets.

Banks innovations relate to all spheres of their operation and are embodied in new products and
services, business processes and business model’s improvement, organizational transformations and
modifications of marketing methods. "Innovative thinking" aimed at finding an effective implementation of
creative ideas begins to penetrate all bank's activities. Taking into account the scale and variety of
innovation changes the significant influence of its implementation success degree on financial results,
competitive position, banks reputation, the strategic management of these processes becomes objectively
necessary, what allows using innovations as an instrument of financial and credit institutions adaptation
to the environment, which is changing unpredictably.

Thus, banking retail becomes an integral part of a strategic management system, and in addition to
the banking products and services sale, provides an effective implementation policy organization that
ensures the keeping a client base accounting and an individual approach to each client. And taking into
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account current trends and expanding the range of services by enterprises and institutions, retail requires
the development and introduction of new modern mechanisms and approaches. We suggest considering
the concept of "retail banking innovative mechanism" as a set of innovative methods and principles used
in the bank's innovation policy during business processes and business model's formation that provide an
effective implementation policy.

The retail banking innovative mechanism must be considered as an integral part of the entire bank,
along with elements such as the subsystem of investment development, the subsystem of risk
management, the subsystem of asset and liability management, etc. The innovative mechanism includes
planning and budgeting of innovation development, staff incentives and motivation, control over
innovations implementation, innovation process information provision. The most important component of
the overall innovation mechanism is the organizational and economic development subsystem. It has such
a feature: on the one hand, organizational and economic conditions is a prerequisite for the innovation’s
implementation and on the other hand, the organizational and economic component is a separate object
of innovation politics. Among the functions of the retail banking innovative mechanism we propose to
highlight the following ones: informational function aimed at informing a wide range of banking products
and services consumers; the provisional function which aims to enrich and develop both the activity of
households and the economy of the state as a whole by providing bank lending, paying interest on
deposits; social function, providing customer orientation and individual approach.

In today's conditions, the key to successful bank operation is the development and implementation of
innovative mechanisms that focus on creating the highest consumer value for customers, allowing to
provide and maintain competitive advantages in the long run. We can highlight the following modern
innovations offered by commercial banks:

1. Measure customer satisfaction (Loyalty Programs), characterized by collecting information from
customers: determining the degree of customer satisfaction and identifying their basic needs.

2. Customer Relationship Management (CRM-technology), what involves gathering information to
better understand customer needs.

3. Key competency characterized by investing in special skills or technologies that create a unique
value for customers.

4. Benchmarking, which involves comparing costs and productivity with internal and external
reference points. Implementation of best practices to achieve the goals.

5. Balanced performance indicators system, which includes the mission translation and tracking the
planned activities results.

6. Process-oriented management, which is characterized by tracking the overall and indirect costs of
all processes, taking into account specific products and customers, the opportunity to allocate costs more
accurately and make optimal solutions.

7. Business processes re-engineering that involves radical changes in key business processes in
order to achieve a substantial improvement in banking product quality and reducing time waste.

Taking into account the wide range of innovative methods, principles and functions involved in the
bank's innovation policy during the forming its business models and business processes, we consider that
depending on the strategy chosen by the bank and defined guidelines, several types of innovative retail
banking mechanisms can be distinguished, namely:

1. Banking retail innovative mechanism aimed at creating an effective system for banking
product selling.

2. Banking retail innovative mechanism focused on creating the maximum consumer value for
the client.

3. Banking retail innovative mechanism focused on creating a system of interaction "client-bank",
which will ensure a close and effective connection between these components.

328 Marketing and Management of Innovations, 2018, Issue 4
http://mmi.fem.sumdu.edu.ua’en



A. Kuznyetsova, N. Kozmuk, I. Zherebylo, O. Sydorova, M. Zvarych. The Essence of Retail and Development of Retail
Banking Innovative Mechanisms in Ukraine

Proposed innovative retail banking mechanisms should ensure the fulfilment of specific tasks
(Figure 7).

| Types and tasks of banking retail innovative mechanisms

<+ <+ <+
Banking retail innovative Banking retail innovative Banking retail innovative
mechanism focused on creating an mechanism focused on creating 9

mechanism focused on interaction

effective system for banking the maximum consumer value for svstem "dlient-bank" creation
product selling. the client. y .
<+ <+ <+
Tasks | | Tasks | | Tasks
Formation of effective Personnel interaction creation Formation of an effective
B personnel structure on . and quality control system > personnel structure of
marketing issues formation for providing information technology
banking services specialists
Implementation of innovative
¥ measures in the process of Formation of innovative Investing in business
selling banking products | customer informing systems > diversification
Implementation of innovative Implementation of innovative Development of a motivational
measures, methods and __p| measures for an effective Ly| mMeasures and techniques
techniques of advertising pricing policy formation system that provides
politics expansion of the client base

Figure 7 - The main tasks of retail banking innovative mechanisms
Sources: authors’ own development

The most important organizational and economic innovation in the field of sales should be the expansion
of direct sales practice. The value of direct sales in banking practice will increase due to the following
reasons: the network of banking products sale points expansion and increase in the number of clients who
have the desire and opportunities for direct contact with the bank managers in order to purchase the target
package of services ("unique trade offer — UTO"); gradual transition from passive forms of interaction with
the client to the system of human relations management. The purpose of such innovative technology is
not a single agreement conclusion, but long-term relationships construction with the client increased
customers' confidence in personnel management and individual requirements accounting [13].

The internal business procedures construction during direct sales organization is considered as an
integral part of an integrated approach implementation. The optimal construction of planning, budgeting,
controlling and direct sales motivation processes is designed to ensure that the profitability and cost of
each service are recorded on the consolidation basis of the responsibility areas. In the conceptual
construction of traditional banking management systems, the client was considered only as an
environmental element that is not integrated into business processes. The purport of such arrangement
systems of bank management, determined by the business processes directly to optimize only the internal
bank activities itself, is now outdated. Many units of banks front-offices working with clients are separated
from each other [14]. The lack of a single integrated approach affects the work effectiveness: a bank loses
the ability to actively increase sales and attract new customers.

Conclusions. The need for strategic banking innovations introduction is caused by promising
forecasts of credit institutions financial activity in the banking market, as well as the need to strengthen
and expand the bank positions in the financial market sectors. In view of the above, the main objective of

Marketing and Management of Innovations, 2018, Issue 4 329
http://mmi.fem.sumdu.edu.ua’en



A. Kuznyetsova, N. Kozmuk, I. Zherebylo, O. Sydorova, M. Zvarych. The Essence of Retail and Development of Retail
Banking Innovative Mechanisms in Ukraine

introducing banking innovations is to increase the competitiveness of individual products and services, as
well as the entire bank organizational structure in the future. Thus, the innovative mechanism of banking
retail must be considered as an integral part of the entire bank, along with elements such as the subsystem
of investment development, the subsystem of risk management, the subsystem of asset and liabilities
management, etc. New banking technologies, organizational and economic decisions and services
provided to customers, as well as other innovations that are useful for the external environment (for
example, universal methods for other banks, information, the growth of reputation, business activity) must
become a result of the innovation complex operation in the bank.
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CyTHicTb puTeiiny Ta po3BMTOK iIHHOBaLiMHNX MeXaHi3MiB 6aHKiBCbKOro putenny B YkpaiHi

B ymoBax guHamMIdHOro po3BUTKY DOILPIOHOr0 OaHKIBCLKOrO BISHECY Ta 3D0CTAHHS KOHKYPEHLI], BITYUIHSIHI OaHKY MOYMHAKOTH
1DUZISTY OCOBIINBY YBArY BITACHHM CIIOXVBAYAM, PO3YMIKOYM, LUO YCITILLHICTb JIAILHOCTI BaHKIB y MaOyTHLOMY 3a7IeXaTnme B
LOBrOTOUBAIINX TICHUX NTAPTHEPCHKUX BIGHOCHUH 3 KITIEHTaMU Ta BIf PiBHS iXHBOI 3840BOIGHOCTI HAAaHUMM 10CITyramu. BaximBsow
XaPaKTEPHOK PUCOK0 CYYACHOI OaHKIBCLKOI Cripasu € Te, Lo 34 QOPMOK) Ta TEXHOTONSIMY BaHKIBCLKE 0OCITYroByBaHHS Qi3nYHuX
0cib Bee binbLue HabTIMKAETLCA [0 POILAPIOHOI TODIBIT, PUTENITY. baHKkv CTBOPIOIOTH KITIEHTOOPIEHTOBAHY MOJEITb BEAEHHS DI3HECY,
TIDOMOHYIOYH  CIIELYNQIYHI BUAN TTOCITYI CELUQIYHAM [DYaM KIEHTIB, HAMAIraYuCh pearni3yBat MOUHLMI IHANBILYAIbHOrO
00CnyroByBaHHs MacoBOi KITIEHTYPU. 3POCTAE CrIDOMOXHICTb BaHKIB BIJNBATHCS HA SMIHN Ta 110518y HOBUX 10TPEO CrIOXUBAYIB.
Takvim YHOM, METOI CTATTI € y3arallbHEHHS] 74 BIJOODAKECHHS OCHOBHIUX TEOPETUYHIUX ACIIEKTIB T4 POIBUTKY BAHKIBCHKOIO pUTEHITY
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B YkpaiHi, moLyK LIIsXIB OMTMI3aLli Ta 30iIbLIeHHS 0OCSIB pOJaxy OaHKIBCLKMX MPOAYKTIB | OAHKIBCHKUX MTOCITYI, 320@3MEYEHHS
BELECHHS EQEKTUBHOI MaDKETUHIOBOI IIONITUKY BaHKY B Cy4acHuX yMOBaX. [/ po3BUTKY BaHKIBCLKOrO pUTe/ Ty baHKkam HeobX[gHO
BTOUMATH [EIOSNTHI BKIIALV, 3aIPOIOHYBABIUN BKITAAHNUKAM OIfibLL BAIAHI YMOBY [ODIBHSIHO 3 IHLLIMMU BaHKaMU; HAPOLLYBAaTH
PecypcHy 6a3y 3a PaxyHoK 3ary4eHHs AEMONTIB HACENEHHS. BUBEAEHO HU3KY CrEUNDIYHUX pUC Ta 0COBIMBOCTEN OaHKIBCLKOrO
PUTENITTY, SKNMU €. TIOKATIbHA ACODTUMEHTHA MOMIITUKA — I0NISIaE B 110TPEOI KOPUIYBaHHS MOPTQEsIsi OaHKIBCLKNX MDOLYKTIB B
3a/1eXHOCTI Bl MICYS pO3TALLYBaHHS OaHKIBCLKOI YCTAHOBY; CKITAQHICTb OAHKIBCHKUX MOCTYI — BUMArae Bjf KIIEHTIB 1EBHOIO
OCBITHBOIO PIBHS]; HEOOXIGHICTL MIATPUMKN OCOOUCTOI TIIKBIAHOCTI KOXHOIO KITIEHTA — 063 Ii' 3a0e3MeYEHHS CTaE HEMOXITMBIM
BELECHHS T04A/TbLLUOI KDEANTHOI JIANILHOCTI, 38063MEYEHHS KDYroobIry KOLUTIB, IHANBIAYAII3aLIS OaHKIBCLKUX MOCTYT — MONSIAE ¥
BpaXyBaHHI MOTPEO | [HTEPECIB KITIEHTIB OaHKIBCLKOI YCTaHOBU TIpH QOPMYBaHHI NaKeTy OAHKIBCHKUX MOCIYI; ANBEPCUDIKALIS
baHKIBCLKNX MOCTTYr — 32083MeYye SK IHANBILYaTbHW MIAXIA O KITIEHTA TaK | POSLLIMDEHHS CIIEKTDY MOXIIMBOCTEN B BUOODI THX Y/
IHLLmx gidt | nepcriektus. Kpim T0ro, B JOCIIKEHHI HArOMOLYETLCS HA TaKii Ba)ImBIii CKIIA40BIA, K QOPMYBAHHS JIOSITbHOCTI
KITIEHTA 38 PaXyHOK: JOKALIIHOIO MAX0AY [0 OPraHi3aLyii TOproBux TOYOK, BUKODUCTAHHS QOPAHYANINHIOBOI CHCTEMH, CIIELJIATIbHOIO
VIDYIOBaHHS aCOPTUMEHTY; 3aCTOCYBAHHS CIIELIa/II30BAHOMO TOPIOBOIO OBIIALHAHHS, BUKODUCTAHHS TDEHL-MEPKETUHIOBNX
TEXHOJIONY, BLOCKOHAIEHHS QODM PO3PAXYHKIB 3 MOKYIILYSMY, MIHIMASIHOIO DUCYTHICTE TODIOBOIO IEPCOHATY, NPiopHTeTy
camooberiyroByBaHHs, aBToMamm3allli 001Ky, 3aKymisess | 306piraHHs TOBAPY; ONTUMIZALI JISTIbHOCTI JIOMCTUYHUX CTOYKTYDHUX
MAPO3AITIB Ta IH. HaBegeHmI nepestix 3acTocoByBaHuX B CTATTI TEXHO/OMY CBIAYNTb, YO DITEIT — e He Tirlbkv TOprB/IS. binbLiown
MIPOKO BiH SIBIISIE COOOK OCOOIMBY CHCTEMY, B OPIaHi3aLiiHOMYy M71aHI CKIGaAaETLCS 3 MOCEPEAHNLIbKMX, TIOMCTUYHMX, OaHKIBCHKNX
CTDYKTYD, KOMITAHIYi OnTOBOI TOPIiB/IL. Y poyeci HayKOBOro LOC/IKEHHS BUKODUCTAHO METOLM JIOMYHOIO y3ararbHEeHHS | HaykoBoi
abcrpakyii,  craticTudHmi  Merag,  TabrmdHmi  Meroq  (npu  BiAOBDAXEHH 0CobIMBOCTEN  TPAAULIIHOIO  OaHKIBCHKOIO
00cnyrosyBaHHs 1a OaHKIBCLKOrO pUTENITY) , CXeMATUYHME METOZ (1ov BIROBDAXEHHI OCHOBHUX TDGHLIB OHITaNH-PUTEITY | nepesar
[HHOBALIIIHNX TEXHOIONMY BEAECHHS OAHKIBCHKOrO OI3Hecy) Pe3yribTam [OCIIQKeHHS [aloTb MACTAaBU CTBEDAXYBATH, YO LIS
MABNLYEHHS 0OCAIB POJaxy OaHKIBCLKUX MDOLYKTIB | OaHKIBCLKMX MOCTIYI, SHAYHY DOJb BIQIPAE BIPOBAKCHHS B [IANbHICTE
OaHKIBCLKNX YCTAHOB [HHOBALIIVIHMX 3aX0LIB, L0 3a0e3neYykoTb HOBITHI MAXOaN 40 ODMYBAHHS NOMITHKY OaHKIBCLKOTO PUTEHTTY.
KntouoBi cnosa: 6peHg, imigx kpaiHu, KOHKYPEHTOCTIPOMOXHICTb, CTilKICTb, penyTawjis kpaiHu.
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