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INNOVATIONS AND INNOVATIVE ACTIVITIES IN DOMESTIC BANKING:
THEORETICAL ASPECT

The publication is dedicated to substantiating the thesis that the modern development of banking is
impossible using only traditional approaches in creating effective banking business models. The sphere of financial
entrepreneurship is significantly different from the sphere of material production or provision of various types of
services. Until recently, innovative activity was identified with the technical and technological development of
enterprises, scientific and technological progress, and production processes. However, the effect of the introduction
of innovations and the growth of the role of the service sector led to the fact that innovations became the driver of
the formation of new consumer properties not only of goods, but also of services. Thus, routine approaches and
traditionalism no longer meet the needs of the financial services market, customer requests. Given the significant
differences between financial intermediation and other types of business, the implementation of innovations and
implementation of innovative activities in banking is different from those innovative processes that accompany
the sphere of material production. Therefore, questions of methodology and practice of using innovations and
innovative activities in banking as a form of financial intermediation do not lose their relevance. In order to reveal
the theoretical content of the concepts, the presented article examines the existing author's approaches to the
definition of the concept of «banking innovations», analyzes their common features and highlights essential
differences.

It is substantiated that the dependence of banks on the development and introduction of innovations in
the business model is manifested in two planes. First of all, banking competition is intensifying, and the
strengthening of a specific bank's own competitive position is impossible without new ideas and innovations. The
most obvious in this regard is the development of the so-called «product» line of the bank. However, only changing
the product line will not be a guarantee of market success. Separately, it is worth emphasizing the fact that in order
to build a successful banking business model, it is necessary to implement innovative approaches to the set of
measures that form the content of the bank's management system. Secondly, the question of ensuring and
maintaining a certain financial stability in the banking system in general and individual banks in particular, which
takes on a special meaning during the introduction of martial law and military operations, is now acute. The key
to financial stability can be new tools in the anti-crisis management system, which are impossible without the
general innovative focus of the banking business.

Key words: bank, banking, innovations, banking innovations, innovative activity of the bank,
management.

THHOBAIIII TA IHHOBAI[IMHA AJIBHICTD ¥ BITYU3HAHOMY
BAHKIBHUITBI: TEOPETUYHHUU ACIIEKT

[lyOmikarito MpHUCBSYEHO OOIPYHTYBaHHI Te3W MPO Te, IO CYJaCHUHA PO3BUTOK OaHKiBHHIITBA
HEMOXXJIMBHH 13 32CTOCYBAHHSM BHUKITFOYHO TPATUIIHHUX T IXO/IB Y CTBOPEHHI e(heKTHBHUX OaHKIBCHKUX Oi3HEC-
mozeneir. Cdepa (iHAHCOBOTO MiIMPUEMHHIITBA CYTTEBO BiAPI3HAETHCA Bill cepr MaTepialbHOTO BUPOOHHUIITBA
YW HaJaHHA MMOCTYT pisHoro Bunmy. llle moHemaBHa iHHOBAIliHA MisUTBHICTH OTOTOXKHIOBANACS 13 TEXHIYHHM Ta
TEXHOJIOTIYHIUM PO3BHUTKOM ITiIPHUEMCTB, HAYKOBO-TEXHIYHAM IIPOTPECOM, BUPOOHHYMMH mporiecamu. [Ipore,
e(eKT BiJ BIPOBAPKEHHS IHHOBAIIIH Ta 3pOCTaHHS PoOJi chepr MOCIyT MPU3BETH TO TOTO, IO IHHOBAI{ CTalN
pymrieMm GopMyBaHHS HOBHX CIIOKMBYHX BIIACTHBOCTEH HE JIMIIE TOBapiB, a i mociayr. TakuM YHHOM, PYTHHHI
MIXOMN Ta TPAAWIINHICTE YK€ HE BIAMOBINAOTH mMOoTpedaM pUHKY (iHAHCOBUX ITOCTYT, 3aIUTaM KIEHTIB,
3Bakaroun Ha CyTTEBI BIIMIHHOCTI ()iHAHCOBOTO MTOCEPEAHUIITBA Bi/I iHIMX BHUAIB Oi3HECY, peasi3allis iHHOBaIH
Ta 3MiHCHEHHsS IHHOBALIWHOI TiSUTEHOCTI y OaHKIBHHIITBI € BiJMiHHOIO BiJl THX IHHOBAIiMHWX IPOIIECIB, SIKi
CYNPOBOKYIOTH chepy MaTepiaabHOr0 BUPOOHMITBA. TOMY MUTaHHS METOJONOTII Ta MPAKTUKH BUKOPUCTAHHS
IHHOBaIlif Ta 1HHOBALIWHOI MiSUTBHOCTI y OaHKIBHHITBI, 5K (GopMi (iHaHCOBOIO MOCEPEIHNITBA HE BTPAYAIOTh
aKTyaJbHOCTI. J[ pO3KPUTTS TEOPETUYHOrOo 3MICTy TOHSTH y MPEACTABICHIN CTaTTi pO3NISIHYTO iCHYFOi
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aBTOPCHKI MIAXOmW 10 JeQiHimii TOHATTI «OaHKIBCHKI I1HHOBAIlii», TPOAHANI30BAaHO iX CIIJIbHI PUCH Ta
BHOKPEMJIEHO CYTHICHI BiZIMiHHOCTI.

OOrpyHTOBaHO, IO 3aJEXHICTh OAaHKIB BiJi PO3BHUTKY Ta 3allpOBa/DKEHHS iHHOBamili y Oi3HEC-MoOIenh
TIPOSIBIIIETBCSL Y JBOX IUIOMMHAX. Hacammepen, BinOyBaeThCs 3arocTpeHHsT OaHKIBCHKOI KOHKYPEHINi, a
TIOCUJICHHSI BJIACHUX KOHKYPEHTHHX ITO3MIIH KOHKPETHOro OaHKy HEMOXJHMBE Oe3 HOBHX 1JIed Ta iHHOBAIlill.
Haii6inpin o4eBUIHUM Y IIbOMY BiJJHOIICHHI CTa€ pPO3BHUTOK, TaK 3BaHOI, «IIPOXYKTOBOI» JiHiHKKM O0aHKY. [Ipore
JIMIIE 3MiHa MMPOYKTOBOI JHIWKK HE CTaHe 3allOpyKOI0 PHHKOBOTo ycmixy. OKpeMo BapTo HaroJlOCHTH Ha TOMY
(axTi, o TS TOOYIOBH YCITIIIHOT OaHKIBCHKOI Oi3HEC-MOJIENT HEOOXITHIM CTa€ BIPOBADKCHHS 1HHOBAI[IHUX
IAXOMIB 10 KOMILIEKCY 3aXO/iB, 0 (OpMYIOTh 3MICT yIpaBiiHChKOi cuctemu Oanky. Ilo apyre, HuHI rocTpo
TocTae MUTaHHs 3a0e3eUeHH s Ta MATPUMKH IIEBHOI (hiHAHCOBOI cTabIIbHOCTI Y OaHKIBCBKIH CHCTEMI 3arajioM i
OKpeMuXx OaHKiB 30KpeMa, SIKe Y Mepiojl 3aIpoBaKEHHsI BOEHHOTO CTaHy i BIHCHKOBUX il HaOyBae 0COOIMBOrO
3MicTy. 3anopykoto (hiHaHCOBOi CTaOLTBHOCTI MOXYTh CTaTd HOBI IHCTPYMEHTH B CHUCTEMi aHTHKPH30BOTO
YIIPaBIIiHHSI, 110 HEMOXJTUBI Oe3 3arajibHOI IHHOBALIIHOT CIIPSIMOBAHOCTI OaHKIBCHKOTO Oi3HECY.

Knrouosi cnosa: 6ank, bankienuymeo, inHo6ayii, OAHKI6CbKI IHHOB8AYILT, IHHOBAYIUHA OILIbHICMb OAHKY,
YHPAGNIHHA.

Setting up a problem in general and its connection with important scientific and
practical tasks.

As practice shows, routine and traditionality no longer meet the needs of the financial
services market, and the shortening of economic cycles and the return of crises to the economic
and financial systems require new management approaches. Today, innovative activity plays
an extremely important role in the development of not only those economic entities engaged in
the production of new goods or products, but also those that provide services, including
financial ones. In domestic realities, banking institutions continue to be the main financial
intermediaries and, recently, show more interest in innovation. Given the significant differences
between financial intermediation and other types of business, the implementation of
innovations and implementation of innovative activities in banking is different from those
innovative processes that accompany the sphere of material production. Therefore,
methodological and practical issues of using innovations and innovative activities in financial
intermediation require in-depth study

Analysis of recent studies in which the solution to the problem is initiated. Until
recently, innovative activity was considered only as a way to develop entrepreneurship, which
is mostly related to equipment, technologies, and production processes. The growing role of the
service sector, the expansion of the possibilities of remote service led to the fact that the content
of innovations actually became the formation of new consumer properties. As noted by S. B.
Iehorycheva: «Innovativeness in modern conditions becomes the best brand of the bank, which
attracts customers, partners, investors, and qualified staff to it» (lehorycheva, 2010 [1]).
Researchers such as V. V. Rysin, I. R. Bobryk also focus on the competitive aspect. In
particular, they note that: «The innovative activity of banks should be considered as one of the
most effective methods of fighting in the competitive war» (Rysin, Bobryk, 2020). Dependence
of banks on the results of innovative activities has two manifestations. On the one hand, there
is always a factor of intensifying competition. As you know, competition in the banking sector
is mainly non-price in nature, affecting the ability to generate income streams. On the other
hand, the most important feature of the banking business is that it is more prone to loss of
stability than other sectors and branches of the economy. Thus, domestic authors N. V.
Tarasevych and A.M.Lytvynenko note that: «Crises in the bank can arise both in the process of
managing operations and in the process of managing development» (Tarasevych, Lytvynenko,
2014). Researcher of banking innovations S. B. lehorycheva, calling the banking sphere
potentially «one of the most innovative», at the same time states that: «Crises reveal the most
pressing problems of bank functioning, change the composition of the clientele, force to
modernize strategies, activate the innovative focus of banking business» (lehorycheva, 2010
[4]). These aspects encourage an in-depth study of the prospects that banks will receive from
the activation of innovative activities, from the introduction of innovations into the general
business management system, in particular, in the direction of the development of management
and anti-crisis measures.
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The objectives of the article. The purpose of the publication is to substantiate the
theoretical essence of banking innovations, to identify the peculiarities of their manifestation in
banking as a special field of business, to evaluate possible ways of their application in the
management system of banking business models.

Summary of the main research material with full substantiation of the scientific
results obtained.

Along with globalization, deregulation and liberalization of financial markets, access to
the field of financial services for non-banking institutions has been simplified, and therefore, in
addition to the traditional threats in banking, another problem has been added - the fight for the
client not only with banks, but also with other entities , especially in the field of making
payments, money transfers, quick lending, etc. The needs of consumers of banking services
have undergone significant changes under the influence of the development of the latest
telecommunications and information technologies. That is why the requirements for high-
quality and high-tech banking services are constantly growing, and the attitude of financial and
credit institutions to the field of innovation has changed significantly. Given the significant
differences between financial intermediation and other types of business, the implementation
of innovations and implementation of innovative activities in banking is special and has
significant differences compared to the sphere of material production or the market of non-
financial services.

Undoubtedly, entrepreneurs, introducing innovations, want to increase the number of
customers, win back a larger share of the market niche, beat competitors, reduce costs, etc.,
which are aimed at ensuring the growth of business profits or obtaining other economic effects.
As far as the banking sphere is concerned, the achievement of this content is also important.
But, as it was found, the emergence of innovations in the banking sector is enhanced by the
influence of external factors and the presence of competition of a special content. The banking
product is not unigue, is not subject to patenting, cannot be the object of intellectual protection.

For a deeper understanding of the features of innovative activity in banking, let's
summarize the author's definitions of the concept of «banking innovations» in the table 1.

In conclusion, it can be stated that the majority of authors are inclined to the opinion of
banking innovation as a result of certain actions of a banking institution, and this result concerns
various aspects of banking activity. As a result, the researchers see: a decrease in transaction
costs; growth of the client base; growth of the resource base of banks; improvement of the
technological process; market share growth; ensuring the efficiency of activities from the
position of «profit-liquidity-risk», etc.

Table 1 - Author's definitions of the concept of «banking innovations»
Author Definition, source
«...a process aimed at developing new or improving existing banking products (services),
technologies for their promotion, as well as new innovative methods of managing a banking
institution with the aim of obtaining additional income and competitive advantages»
(Kryvych, Dranitsyna, 2019)
"Banking innovations are, in fact, business processes, the development of which in modern
conditions is carried out according to three main vectors, namely: - creation and introduction
of innovative banking products and improvement of existing banking services; — formation
of the latest technologies for the promotion of banking products to the final consumer; -
improvement of organizational and information technology support of banking activity"
(Dziubliuk, 2019)
«...this is the result of the bank's activity aimed at creating new products and technologies,
Ivanov S. V. as well as innovative methods of managing a banking institution to obtain additional income
and competitive advantages» (Ivanov, 2018).
«...this is the process of modernization of the bank's activities, which consists in improving
products, operations, services, business processes or creating new ones, aimed, on the one
hand, at better meeting existing customer needs or forming new ones, on the other — at
expanding the range of services, products and obtaining additional profit» (Hetman, 2016).
«...the final result of the process of improving the bank's vital activities, which is based on
Kuznietsova M. A., Huihova Yu. | the modernization of banking products and services, the management process, and the
l. implementation process, the purpose of which is to maintain competitive positions on the
financial market» (Kuznietsova, Huihova, 2020).
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Continuation of Table 1
1 2

«...a banking innovation is the result of the bank's activity, aimed at obtaining additional
income in the process of creating favorable conditions for the formation and placement of
resource potential with the help of innovations that help customers in obtaining profit»
(lehorycheva, 2010 [4]).

«The final result of the process of modernization of all aspects of the bank's activities, which
consists in improving banking services, business processes, service, organization,

lehorycheva S. B.

Tkachuk V. O management and marketing in order to achieve competitive advantages in the market»
(Tkachuk, 2013)
Kuzminov S.V., «...any changes that will improve customer service and increase the effectiveness of banks
Zadoia Yu.A. as institutions» (Kuzminov, Zadoia, 2018).

«...the result of the innovative activity of the bank, which was embodied in the form of a
high-quality new or improved product or service, implemented on the market, or an
improved technological process used in banking activities, as a result of which the
satisfaction of customer needs is improved, competitiveness and efficiency of activities
increases from the position «profit-liquidity-risk» and the bank is developing on an
innovative basis» (Karcheva, 2016).

Karcheva I. Ya.

However, there are a number of authors who interpret this concept from the standpoint
of the so-called «process» approach, in particular O. Dziubliuk, Ya.M. Kryvych, A.O.
Dranitsyna. This interpretation brings us closer to the concept of «innovative activity» of banks,
which 1. Ya also notes in his dissertation research. Karcheva: «In the conditions of the
information society, it is more appropriate to talk not about individual banking innovations, but
about the systematically organized innovative activity of banks — as a permanent complex
systematized process of finding ideas and their implementation into specific new and more
advanced products, services, technologies, management organization, entry with them to the
competitive market, conquering the market, obtaining economic, strategic and social effects»
(Karcheva, 2016). This approach hides a broad interpretation of the innovative activity of
banking institutions, which basically contains a set of coordinated actions. It is worth noting
that the domestic scientific opinion is also represented by a narrower approach to understanding
the innovative activity of banks. From this point of view, the innovative activity of the bank is
seen as a new way of communication or a new channel for selling banking products.

Conclusions, discussion and recommendations. Thus, summarizing the results of the
research, under the concept of «banking innovations (banking innovation)» we propose to
understand a specific management goal and/or the result of the bank's innovation-oriented
business strategy in the form of introducing new products, services, and processes for the bank
and its customers into the operational activities , means of communication, service and data
processing technologies, etc.

Accordingly, the innovative activity of the bank, in our opinion, should be understood as
a continuous process of changing and improving banking products, management and
technological processes, methods and ways of communication with counterparties with the aim
of achieving competitive advantages of the banking institution on the financial market, as well
as forming its progressive image.

It follows from the conducted research that the emergence of innovations in the banking
sector is determined by external factors and internal needs, among which the ability to resist
crisis factors plays an important role. Currently, the threat of the realization of a crisis scenario
remains a rather powerful factor in the functioning of banks and the banking system. There is
no doubt that the banking business in modern conditions is under constant threat of unfolding
crisis both of an individual bank and, in general, of a systemic crisis. In this aspect, the opinion
of the domestic scientist P. M. Chub is interesting: «The marketing and PR campaign of a
banking institution can be defined as an important element of anti-crisis management. In crisis
conditions, the main thing is to choose non-traditional moves and tie them to the already
existing bank brand» (Chub, 2012). The above once again emphasizes the need to introduce
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innovative activities into bank management mechanisms, in particular anti-crisis, because it is
unconventional approaches in the conditions of the information economy that are able to resist
crisis factors and growing competition there. It follows from the above that banking institutions
become those entrepreneurial structures that, with the help of innovative activities, can achieve
new business goals, overcoming inertia, forming new traditions, while simultaneously
preventing the negative development of crisis processes.
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