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Abstract. The aim of this study is to develop modern approaches to the 

formation of innovation strategies of credit institutions based on non-

technological innovations. As a result of the analysis of theoretical 

material, a conceptual model was developed for the formation of the 

innovation policy of credit institutions, and the impact of non-

technological innovations on the efficiency of their functioning was 

assessed. Based on the classification of the portfolio of innovation tools, a 

mathematical model has been developed and a methodology has been 

proposed for operative control over the process of implementing a set of 

innovation strategies included in the development plan of a credit 

institution. 

1 Introduction 

In a competitive environment, the activities of credit institutions are associated with the 

influence of a large number of various factors that have a direct impact on their 

development. The most significant of these are the globalization of world markets, a 

reduction in the life cycle of banking products, increased competition, etc. 

In accordance with the dynamically changing environmental conditions, any credit 

institution as a full-fledged market participant is forced to change itself, becoming the 

initiator of its own organizational changes. It is obvious that the changes should not proceed 

spontaneously, they must be carried out systematically and within the framework of solving 

the problems of modernization of the management and economic activities of credit 

institutions. One of the directions for the success of such changes is the strategic planning 

and management of the innovative development of credit institutions, which are based on 

evolutionary and revolutionary strategies [1]. 

In credit institutions that implement evolutionary strategies, the main focus of 

developers is aimed at finding methods and tools that allow for more productive and 

efficient use of initial competitive advantages. In economics, the initial (resource) 
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competitive advantages, as a rule, relate to Level 1 assets (lower), which have a trend of 

being quickly exhausted or copied by competitors. 

2 Materials and methods 

The process of modernization of the management system in credit institutions and their 

transition to modern management methods and tools often focuses on improving the same 

initial resource advantages. At the same time, the role of such components of the strategic 

potential of credit institutions as organizational and economic (managerial) innovations, 

which in some cases are called “non-technological”, is clearly underestimated. This is 

confirmed by the results of analysis on the use of non-technological innovations by 

commercial banks. In particular, of the large list of non-technological innovations identified 

in the research process, most commercial banks use only three or four types of managerial 

innovations tested in practice (Table 1). 

Table 1.  The structure of the most popular non-technological innovations and their use in the 

innovation development strategies of a number of credit institutions. 

Strategy and 

name of 

innovation 

Brief description of 

innovation 

 

Strategy focus 

 

Credit institutions 

1 2 3 4 5 6 7 8 

Business 

Process 

Reengineering 

Radical changes in 

key business 

processes 

Increase 

productivity, quality 

and cost reduction 

+ +  + +    

Benchmarking 

Introduction of best 

management 

practices 

Effective cost 

management 

   +   +  

Investing in 

core 

competencies 

Investing in 

technology that 

creates value for the 

product 

Key customers, 

increasing their 

loyalty 

 +   + +  + 

Segmentation 

of key 

customers 

Division of the 

markets into groups 

of clients. 

Personalized 

marketing 

+  +   +   

Growth 

strategies 

Directing resources 

to ensure profit 

growth 

Strategic planning, 

innovation 

management 

+ +   +   + 

 

Merger 

strategy 

(acquisition) 

Acquisition of 

banks in order to 

obtain synergies for 

sales 

Strategic alliances, 

mergers, 

acquisitions 

  +    +  

Strategic 

planning 

(innovation) 

Optimization of 

business units, 

optimal allocation 

of resources 

Key competencies, 

scenario planning 

 +  +  +   

CRM 

(relationship 

management) 

strategies 

Retention and 

“growing” the most 

loyal customers 

Build up business 

collaboration, 

customer retention 

   +     

Total for a 

group of 

banks 

  3 4 2 4 2 3 2 2 
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One of the reasons for this phenomenon is the problem of ambiguity in the 

interpretation of the concept of “innovation”, which significantly reduces the scope of using 

the latest management methods and tools in credit institutions. 

For the real sector of the economy, it identifies three mandatory properties that 

characterize innovation: novelty; satisfaction of market demand; commercial viability. In 

contrast, in the banking sector, the concept of “innovation” has a broader meaning and 

includes an expanded range of mandatory properties inherent to the novelty [2]. 

This allows us to conclude that in the banking sector, the concept of “innovation” is 

applicable to all managerial innovations that have a positive economic or strategic effect 

manifested either in the growth of the customer base or in the growth of profits. 

It is important to note that in the scientific literature, non-technological innovations are 

not even structured, not combined into a “innovation portfolio”, which is extremely 

important when forming and choosing the most attractive strategies for the innovative 

development of credit institutions for different market segments in the context of their 

modernization. 

Based on this, a conceptual model is proposed for the formation of the innovation policy 

of credit institutions when implementing evolutionary and revolutionary strategies (Figure 

1). 

 

  

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

Fig. 1. The conceptual model of the formation of innovation policy of credit institutions.  

In order for the proposed model to achieve its goals, effectively fulfill the intended role 

for a more active transition from an evolutionary type of development to an innovative 

(revolutionary) one, new integral approach was proposed to select directions of innovative 

development of credit institutions (Figure 2). 

Conceptual model of the formation of the 

innovation policy of credit institutions based on 

non-technological innovations 

Comprehensive 

forecast of the 

development of 

economic sectors. 

Investment strategies. 

Development of 

market infrastructure. 

Stimulation of 

demand for credit 

resources. Principles 

and functions of the 

innovation policy of 

commercial banks 

Restoration of the 

macroeconomic innovation 

cycle (science-innovation-

economy-social 

development) on the basis 

of the use of non-

technological innovations 

in the strategies. The 

processes of planning, 

implementing and 

monitoring the 

implementation of 

strategies formed on the 

basis of non-technological 

innovations 

Information, legal, 

and technical support 

of innovation policy, 

overcoming internal 

and external 

challenges, solving the 

problems of 

increasing income and 

profits by expanding 

the marketing 

environment of 

commercial banks 
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Practice shows that neither the evolutionary nor the revolutionary type of modernization 

“alone” does not guarantee obtaining the results necessary for creation of a high-demand 

and high-quality banking product [4]. 

It is necessary to integrate these approaches with the simultaneous use of modern 

methods and organizational models. Such integration allows sparingly making a smooth 

transition from using strategies of primarily evolutionary type to strategies simultaneously 

based on Level 1 and Level 2 assets. Innovation strategies in this case may include the 

whole range of innovations, both of a technological, organizational and investment nature. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 2.  Directions and formation of innovation strategies for the development of credit institutions. 

The formation of innovation strategies is carried out within the framework of the 

existing legal and regulatory environment, the reproductive demand for banking services, 

and the use of demand-stimulating marketing mechanisms. 

Based on the analysis of domestic and foreign experience in the use of non-

technological innovations in the banking sector of the economy, the author identified, 

categorized and combined in the “Innovation portfolio” a set of non-technological 

(managerial) innovations, which act as determining components of the strategic potential of 

competition credit institutions (Table 2). 

Table 2. Portfolio of innovation tools for the implementation of a complex of non-technological 

innovations in banks' development strategies.  

Group Defining 

innovation 

tool 

Innovation tools 

included in the 

group 

Brief description Aims and objects of banking 

management 

1 Strategic 

planning and 

management 

of innovation 

Growth 

strategies; 

knowledge 

management; 

Determining the 

status of the 

business and the 

distribution of 

Innovation management; corporate 

intellectual capital management; 

breakthrough technologies; 

development funds; cost 

Directions of strategic innovation development of 

credit institutions 

Evolutionary development of 

a credit institution 

Revolutionary development 

of a credit institution 

Resources used: Level 1 assets 

(initial resource benefits; state 

assistance; population funds, 

interbank loans; financial assets; 

marketing) 

Resources used: Level 1 and Level 2 

assets (innovations of organizational 

and managerial nature; reengineering, 

process-oriented management, 

benchmarking, CRM technology, etc.) 

Total innovation potential of the development of the credit 

institution. Formation of innovation strategies based on Level 1 

and Level 2 assets 

Increased competitiveness and efficiency of the credit 

institution 
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development 

of credit 

institutions 

merge teams; 

mission and 

vision; key 

competences; 

venture 

financing 

limited resources; 

ability to evaluate 

alternatives to 

increase 

shareholder value 

management; transformation of 

strategic goals; scenario planning; 

key competencies; joint activities; 

real options; ROA, ROI calculation; 

direct investments 

2 Business 

process 

reengineering 

Modern 

management 

methods and 

tools 

Radical changes in 

key business 

processes 

Reorganization of business 

processes; disaggregation of 

structures; reduction of time spent 

on procedures; horizontal 

organization 

3 Process-

oriented 

management 

Benchmarking; 

balanced system 

of performance 

indicators; 

banking 

logistics; life 

cycle 

management 

Synchronization of 

efforts of several 

parties and 

organization of 

cash flows; 

continuous 

exchange of 

information, 

resources, services 

Cost management; competitive 

analysis; management by objectives; 

payment by results; development of 

strategic balance; resource 

management; cost management; 

value chain analysis; e-commerce; 

integration of survey participants 

4 Relationship 

management 

(CRM-

technology) 

Direct 

marketing; 

electronic 

collaboration 

Collect information 

for better 

understanding of 

customers 

Business cooperation; customer 

retention; customer segmentation; 

activity management 

5 Total Quality 

Management 

(TQM) 

ISO 9001-2008 Submission to 

customer 

requirements; 

quality control 

Quality teams; management through 

control of quality management 

processes 

6 Business unit 

management 

Functional 

control methods 

Distribution of 

responsibility 

Responsibility centers; profit centers 

The above proposed classification and portfolio of non-technological tools 

recommended for modernization of management can be recommended to credit institutions 

for the formation of modern innovation policy. 

At the same time, it is recommended to count the innovation potential of a credit 

institution as the result of summing up innovation capacities of an organizational, 

managerial and technological nature (Level 1 and Level 2 assets). Such integration of 

innovation assets of competition at various levels significantly enhances and accelerates the 

managerial impact of commercial banks on the potential consumer preferences of 

customers in relevant market segments (Figure 3). 

The aggregate strategic innovation organizational and economic potential of a credit 

institution will be calculated using the formula 1: 

ΣSPb = SPtp + SPoep + SPp                                                (1) 

SPtp – current potential of a credit institution; SPoep – strategic productive potential of 

a credit institution; SPp – personnel strategic potential. 

In this case, it is recommended to make an assessment of the efficiency of using the 

design innovation potential of a credit institution on the basis of the calculation of the 

integral factor using formula 2: 
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where: К - integral indicator of the credit institution success, points; аi - the level of priority 

in the use of a specific set of innovations, points; bi - expert assessment of the degree of 

feasibility of innovations, points; bmax- the maximum possible assessment of the degree of 

feasibility of a complex of innovations, points. 

 
Fig. 3.  The model of formation of the organizational and economic component of the innovation 

potential of a commercial bank on the basis of the integration of Level 1 and Level 2 assets. 

Formula (2) allows combining creativity and strategic ambitions (motivation) of the 

management personnel of a credit institution through the use of a process approach in the 

implementation of innovation strategies [5]. 

Compared to the purely expert approach, the proposed method has several advantages, 

since it allows an expert and high-quality set of competition assets and their subsequent 

impact on the performance of banks to be translated into the language of quantitative 

measurements, i.e. calculate numerically the integral indicator of their success in 

competition (Table 3). 

In this case, for specialists of the department of strategic development and management 

of a credit institution, real opportunities appear at the stage of pre-project development to 

form and select options for innovation strategies for different conditions and market 

segments [6, 7, 8]. 

 
Level 1 assets 

 Level 2 assets 

Bank personnel potential 

(SPp) 

Level 1 assets 

(SPtp) 
 

Banking market Environmental 

factors 

Organizational and 

economic innovation 

potential of the bank 

(SPoep) 

SPb 

of an 

enterpr

ise 

 

Reengineering; 

process 

management; 

benchmarking; 

outsourcing; merge 

teams 
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Table 3.  The technology of calculating the integral indicator of the efficiency of introduction of 

innovation strategies.  

Compet

ition 

assets 

Compet

itive 

factors 

include

d in 

strategi

es 

Prior

ity 

level 

of 

the 

facto

r (a) 

Degree of 

implement

ation in the 

short term 

(from 1 to 

5 points) 

Integral 

estimate 

Maximum 

possible 

estimate 
Asset 

efficienc

y 

Integral 

estimat

e of the 

use of 

compet

ition 

assets, 

(%) 
estim

ate b 

m

ax 

bm

ax 

estim

ate 

a*b 

tot

al 

a*

b 

estim

ate 

а * 

bmax 

tot

al 

a 

*b

max 

Level 1 

assets 

F 1 6 2 5 12 

45 

30 

12

5 

45/125= 

0.36*100

= 40% К = 

(45+12

5)/ 

(186+3

60) = 

0.31*1

00= 

31% 

F 2 7 3 5 21 35 

F 3 6 1 5 6 30 

F 4 6 1 5 6 30 

Level 1 

and 

Level 2 

assets 

F 1 6 2 5 12 

18

6 

30 

36

0 

186/360 

= 

0.2*100

=52% 

F 2 7 3 5 21 35 

F 3 6 1 5 6 30 

F 4 6 1 5 6 30 

F 5 14 3 5 42 70 

F 6 13 3 5 39 65 

F 7 11 3 5 33 55 

F 8 9 3 5 27 45 

The proposed method allows the analyst of the department of strategic management and 

development of a credit institution to record possible deviations when they occur, to 

establish the reasons for deviation from the adopted schedule, to determine what control 

actions should be taken as part of the correction of achieved in the next stage. 

4 Discussion  

Managerial innovations in the banking sector of the economy, for the most part, affect the 

interests of a large number of interdependent market actors acting as organizational barriers 

to copying and directly transferring effective innovations to the competitive field of other 

commercial structures. Under the conditions of systemic transformations and modernization 

of the banking sector of the economy, this turned out to be the most preferable competitive 

advantage among other innovations used by credit institutions operating in an environment 

with a high level of competition. 

5 Conclusion 

The main tool of competition in the markets of banking products, in contrast to the real 

sector of the economy, is not technological (technical) dominance, but the provision of 

services to customers and the expected value of a banking product for less cost and in a 

short time. Here, an increased level of value of banking product is formed due to its high 

quality and low cost of after-sales service. This allows credit institutions to form modern 

innovation strategies of their development and, at the same time, to instil on this basis a 

desirable and risk-free brand of a credit institution into their customers. 
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