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& CRODNMA

Hrvatska udruga za direktni i interaktivni marketing

CRODMA is a free trade association, which brings together, includes and connects individuals
and legal entities engaged in direct and interactive marketing, with the aim of promoting more
efficient and more effective management in all areas of Republic of Croatia using the principles,
ethics, concepts, knowledge, skills, tools and techniques of direct and interactive marketing.
The Association is active in professional and organizational sense independently and in line
with the Statute.

MISSION

CRODMA’s mission is to support the development and status of direct and interactive
marketing as a business strategy.

The mission will be achieved by supporting: development of a legislative framework that will
enable prosperity of activities of direct and interactive marketing and market equality of
CRODMA members, promotion of activities of direct and interactive marketing to the public
(political, economic and general) as a successful business strategy in the prevailing market
conditions and education of members and communication of achievements so that the direct
and interactive marketing would be properly considered in the domestic and international,
primarily European market.

VISION

To become a factor in the development and acceptance of the marketing philosophy as the
dominant philosophy of business in Croatia.

CRODMA is focused on the popularization and development of direct and interactive
marketing with its members’ influence, contacts and activities related to the presentation of
ideas and success of direct and interactive marketing for the business, political and general
public.
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ABSTRACT

Contemporary movements in the banking sector, such as increased competition, transparency
requirements both by the regulator and clients, new technologies and explosive data growth
are a source of new opportunities in the context of marketing in banks, but on the other hand
they may present a threat for banks’ operational risk profile.

The aim of this paper is to present an overview of marketing trends in the banking sector and
to analyse their role in the context of operational risk. Special accentuation will be put on
digital technologies, big data, consumer protection and related regulatory compliance and
reputational risk. Following the introductory notes is the section related to presentation of
marketing trends in banking and their key characteristics. Third section deals with a short
overview of the concept of operational risk, sources and event types that can cause it. In fourth
section the authors are debating the interconnectedness of marketing trends and banks’
operational risk profile.

KEYWORDS. Marketing trends, banks, operational risk

1 INTRODUCTION

Nowadays banks are faced with multiple challenges, such as increased competition, increased
regulatory requirements concerning risk management, compliance and audit, but also the
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transparency requirements towards both the regulator and clients. There is also explosive data
growth that banks need to analyse in order to gain more insight into clients’ behaviour and in
order to gain a competitive market position. The big data concept is present in the banking
industry as an opportunity, especially in the marketing and risk management domain, but it also
carries its negative connotations if not managed properly. At the same time, banks are faced
with occurrence of new technologies that they need to implement in their business activity in
order to remain competitive. All of these trends have impact on banks’ needs to use modern
marketing tools and use modern technologies in order to remain competitive and take market
share that enables the bank to gain profit and return on its investments.

Some of the newest marketing trends that are used by banks include big data, social media and
digital technologies. All of these trends have their advantages, but need to be adequately
managed and monitored regularly due to the fact that they have influence on banks’ operational
risk profile and may influence banks operational risk appetite. The purpose of this paper is
therefore to examine how newest marketing trends influence and intertwine banks operational
risk profile. Motivation of authors for this subject comes out of the fact that “reputation is the
key asset for any company whose affairs are based on trust” [6, 2014] and it is therefore
important to provide more insight on this topic in scientific community and to research how
contemporary business trends are connected to banks’ operational risk profile.

This paper is divided in five sections. Following the introductory notes, authors are in second
section presenting some of the current marketing trends in banking and their key characteristics.
Third section is related to the review of operational risk in banking. The focus of the fourth
section is discussion on the interconnectedness of marketing trends and banks’ operational risk
profile. Finally, conclusions and references are presented.

2 MARKETING TRENDS IN THE BANKING INDUSTRY

In this section main trends in banking related to marketing will be presented. While conducting
a literature review on the topic we found several trends that are discussed by different authors
and these include: big data, social media and digital technologies. What clients nowadays
expect from the bank may generally be described by words: speed, innovation, personalization,
immediately, free channel choice, digitalization. Therefore, main question for banks is how to
connect with clients, satisfy their expectations and deliver them value by not increasing its
operational risk profile at the same time. The literature on all of these marketing trends is
abundant, therefore, having on mind the technical limitations of the paper, in continuation is
presented a general insight on each of the described trends.

[19, 2013] define big data as “data that exceeds the processing capacity of conventional
database systems. The data is too big, moves too fast, or does not fit the strictures of your
database architectures. To gain value from this data, you must choose an alternative way to
process it.” Most authors are in accordance that there are four main characteristics of big data
and these are:

(1) volume (the amount of data generated and collected),

(2) velocity (the speed at which data is analysed),

(3) variety (the diversity of types of the data collected) and
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(4) veracity (reliability of the data).

According to [16, 2013] big data is applicable on several levels in the banking industry, with
retail on the first place. In marketing terms, big data may be of great usage in the know-your-
client related activities, client segmentation, gaining behavioural insight into clients’ habits,
routines and inclinations. One very important dimension of big data is that it is related to
database marketing and may enhance its quality within the company. Also, big data are offering
insight on two levels when discussing time dimension: (1) historical data analysis and (2)
predictive analytics and simulations of future movements in client behaviour. [3, 2016] found
that “consumer analytics is the epicentre of a Big Data revolution” and that big data enables
companies additional value creation.

According to [4, 2016] banks are on one hand trying to lower their costs and to improve its
efficiency, but on the other hand the primary driver of constant change and development of new
risks or increase of existing risks lies in the customer, i.e. customer’s expectations of a “rich,
intuitive and hyper-personalized experience”. This kind of experience may be achieved through
social media usage. Social media may generally be described as forms of electronic
communication (such as websites for social networking or microblogging) through which users
create online communities to share information, ideas, personal messages and other content
[15].

[2, 2014] says that business use of social media is related to:

(1) brand awareness and image — by providing consumer education, positioning business as a
source of expertise, providing information about the company to the community and providing
updates;

(2) marketing and market intelligence — by product marketing and promotion, expanding
traditional marketing tools, gaining insight into public’s perception of the company and its
products and services, using analytical tools for customer behaviour, customized promotions
and online behavioural marketing;

(3) customer experience — faster direct communication with customers and enhancing customer
service, instantly communicating one single message to multiple followers.

According to [13, 2016] in the next decade the banks will be faced with a significant shift in
customer expectations and consequently there will be a shift in the technological domain, all of
this leading to massive alternations in banking and causing a shift to a completely new risk
profile of banks. Also, [13, 2016] states that the younger generation and its habits will cause
the technology to become a norm for banks when communicating to clients and in customer
relationships and that customers will expect to have an intuitive experience when doing
business with a bank and customized propositions. [13, 2016] found that there is already strong
digitization in banks processes that includes also some of the processes related to marketing
such as know-your-client (KYC). According to [12, 2015] digitalization of the bank includes:
user-centred customer-journey design, personalization, leveraging data and advanced analytics,
rapid experimentation and agile development.

3 OPERATIONAL RISK MANAGEMENT

Risk management in banking is regulated by the Basel Committee on Banking Supervision and
additionally each national central bank is in charge for compliance of national legislation with
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the European legislative acts and for regulatory conduction control on the national territory.
Operational risk framework has been introduced by the Basel Committee in year 2004 and has
at first been defined as “all other types of risks besides credit and market risk”, but with time
the Committee has launched a more detailed definition according to which “operational risk is
the risk of financial loss arising from inadequate or failed internal processes, people, systems
or external events. This definition includes legal risk, but excludes strategic and reputational
risk” [18, 2011].

The consequences of inadequate operational risk management can have enormous impact not
only on bank’s financial position, but also on bank’s reputation and relationship with clients.
[8, 2010] examined the stock market reactions to announcements of operational losses by
financial companies and found that there is evidence of significant negative abnormal return on
stocks at the time of the announcements. [6, 2014] “provide evidence that fraud is the event
type that generates the greatest reputational damage” to banks. Also there is research that
indicates significant negative relationship between operational risk exposure and bank
profitability [22, 2016], i.e. the more the bank is exposed to operational risk and operational
losses, higher are the costs measured both financially and non-financially (reputational risk).
According to [9, 2015] banks may enhance its operational performance by adequate operational
risk management.

Additionally, special attention needs to be paid to operational risk due to its very important
characteristic that it is present in all of the processes in the bank, i.e. it is immanent that every
business operation or activity conducted in the bank carries in itself a certain level of operational
risk. According to the Regulation 575/2013 [20, 2013] there are seven operational risk event
types and these include:

1. Internal fraud - Losses due to acts of a type intended to defraud, misappropriate property
or circumvent regulations, the law or company policy, excluding diversity/
discrimination events, which involves at least one internal party;

2. External fraud - Losses due to acts of a type intended to defraud, misappropriate
property or circumvent the law, by a third party;

3. Employment Practices and Workplace Safety - Losses arising from acts inconsistent
with employment, health or safety laws or agreements, from payment of personal injury
claims, or from diversity/discrimination events;

4. Clients, Products and Business practices - Losses arising from an unintentional or
negligent failure to meet a professional obligation to specific clients (including fiduciary
and suitability requirements), or from the nature or design of a product;

5. Damage to Physical Assets - Losses arising from loss or damage to physical assets from
natural disaster or other events;

6. Business disruption and system failures - Losses arising from disruption of business or
system failures;

7. Execution, Delivery and Process Management - Losses from failed transaction
processing or process management, from relations with trade counterparties and
vendors.

The importance of operational risk management is reflected through the calculation of the
operational risk capital requirements that banks are obliged to calculate. The calculation is
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proscribed by the regulation but each bank has the possibility to choose the calculation approach
according to its features and characteristics.

4 OPERATIONAL RISK AND MARKETING TRENDS

The Basel 111 Accord and its underlying acts are putting special accent on consumer protection.
Once a bank has a low operational risk profile it can engage more adequately to consumer
protection, i.e. client may have trust in the relationship he has with bank. The purpose of this
section is therefore to provide evidence how the described marketing trends (big data, social
media usage and digitization) are connected to operational risk and how they influence banks
operational risk exposure.

European Data Protection Supervisor addresses main challenges of big data usage and these are
[5, 2015]: lack of transparency, informational imbalance and inadequate data protection.

[7, 2016] found that the most important challenges of incorporating big data into business
activities are encompassing: random distribution of data, privacy, computations, integrity,
communication and access control. When analysing these challenges, it becomes evident that
they are connected to operational risk through failed internal processes or systems problems.

According to [17, 2012] “developments such as the growth of e-commerce, changes in banks’
risk management or the use of more highly automated technology, have led regulators and the
banking industry to recognize the importance of operational risk in shaping the risk profiles of
financial institutions.” [21, 2014] states that “the focus in today’s banking industry has shifted
from traditional intermediation activities to activities that generate noninterest income.”
According to [11, 2017] management of corporate reputation is usually not the priority nor the
part of marketing activities or business development practices, but it may cause harm to the
company.

According to [2, 2014] risks arising from the usage of social media in financial institutions are
including:

(1) reputation risk, brand damage and brand identity theft,

(2) release of confidential business information,

(3) privacy issues and the use of customer information,

(4) disparaging comments and defamation (which may lead to increased reputational risk),

(5) non-compliance with legislation,

(6) third-party risk (in case a financial company outsources communication via social media to
another company),

(7) information technology risks, including failed processes or systems and malware.
Accenture’s research [1, 2014] found that sources and types of social media usage risks are
encompassing: fraud, loss of intellectual property, financial loss due to malware and privacy
violations. [1, 2014] states that enablers of the effective social media risk management are
strong risk-aware culture, compliance with regulations and performance management and
measurement of social media usage.

According to the [10, 2010] “as business becomes increasingly reliant on technology and the
rate of technological change continues apace, the digital risks facing companies are likely to
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grow and become increasingly complex.” Having on mind that banks are extremely dependant
on the technology and that latest marketing trends are interconnected with technological
progress, it is evident that risks in this domain and consequential costs are very high for banks.
As “innovation affects every part of the value chain and the most important disruption will
occur in banks’ origination and sales processes.” [13, 2016].

[4, 2016] found that some of the main risks in banks nowadays are cybercrime, the data security
challenge and reputational risk, which are all interconnected and may be related to
contemporary marketing trends in the industry. According to [4, 2016] “although digital
transformation offers banks boundless possibilities for growth and value creation, it comes with
its own set of challenges and risks.” According to [14, 2017] research the greatest opportunities
and improvements in the business process related to digitization are exactly in the operational
risk and compliance risk domain, both for global and regional banks.

5 CONCLUSION

In this paper the authors have discussed several contemporary marketing trends that are present
in the banking industry. Having on mind banks’ very competitive market and the diverse
pressures banks are exposed to, both internally and externally, it is very important for banks to
balance between usage of these trends and new technologies on one hand and adequate
operational risk exposure management on the other hand.

Having on mind the complexity of the subject, in order to achieve easier understanding, the
authors have first shortly presented marketing trends in banking and in continuation basic terms
related to operational risk. In fourth section these two areas have been discusses as
interconnected and inseparable, both contributing to banks success and better business result.
Since this paper has been oriented on theory exposure and introduction to the topic, suggestion
for future research is related to conduction of empirical research.
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ABSTRACT

Advertising passes through huges changes and these changes are bigger and bigger from day
to day. Introducing new products and services through Vision 2020 in ICT segment, new
generations of mobile networks (5G), Internet access "anytime and anywhere™ and the mass
use of social networks (Facebook, Twitter, Instagram, Linkedin, Google+, Pinterest, ...) have
dramatically changed advertising industry and these changes are visible more and more in all
aspects of our lives. The advertising industry has already become aware of these facts and
advertising increasingly moving to the (mobile) Internet and to the social networks. Special
features, principles and completely new ways of advertising on social networks are significantly
different from conventional advertising in traditional media (TV, radio, print, outdoor, ...). In
the paper will be presented specifics and ways of advertising on social networks. It will be
specially analyzed advertising on the social network Twitter. It will be analyzed access to
advertising on Twitter social network in the world nad opportunities that this social network
can offer to (business) customers in our region. It will be pointed out the basic opportunities
which Twitter can offer to (business) customers.

KEYWORDS: Vision 2020, mobile Internet, advertising, social networks, Twitter.

1. INTRODUCTION

Social networks are becoming an indispensable part of our private lives and business. There are
many social networks in the world but the most popular among them are Facebook, Instagram,
Twitter, LinkedIn, Google+, Pinterest, Tumblr, Reddit, Vine, Youtube, Snapchat... Even Viber
and What's up can be considered as social networks. It is clear that people who have Internet
connections, have many opportunities to choose their optimum social networks(s) and use them
for their private and business properties. Many people use more than one social network.
Regardless two, three, four or more social networks, Twitter as social network is excellent
solution as social network for everyone from many reasons. In this article author will analyze
Twitter as social networks for private and business opportunities and note some advices, tips


mailto:ijurcic77@gmail.com
mailto:daniela.jurcic@tel.net.ba

2nd CRODMA Conference 2017

and tricks for better using this social network in everyday lives. It will be given short review of
several most important social networks which can be used in combination with Twitter.

2. VISION 2020 IN ICT SECTOR - AN EXCELLENT BASE FOR
SOCIAL NETWORKS MARKETING

2.1. BASIC FEATURES OF VISION 2020

Vision 2020 in ICT segment is a term which represents developing completely new products and
services for private and business customers based on new generations of technologies. Or better
say, Vision 2020 defines an entirely new view and approach to the customers and new approach
to the products and services those will be offered to the customers in the future based on new
technologies. It represents “shift in mindset” in developing of new products and services and
new ways of approach to customers and indicates very urgent tasks for changes of modern
mobile telecom operator organizations and for changes in approach to existing and new
customers.

Never before the concept of globalization was not threaten to national and regional service
providers as now and as it will in the following years. Social networks marketing can be a great
chance for modern mobile operators if they recognize this opportunity on time. But if they don’t
recognize it, some other operator(s) can overtake this part of market and earn a huge amount of
money.

There are several key and basic settings for Vision 2020 [6]:

- 1,000 times greater network capacity than in 4G networks,

- Reducing the transmission delay to 1 ms,

- The network becom