UDC 336

Jie Yang
School of Business of BSU, Minsk, Belarus, yengkit6666@gmail.com

ANALYSIS OF THE DEVELOPMENT OF SMALL AND MEDIUM-SIZED
COMMERCIAL BANKS UNDER DIGITALIZATION

Commercial banks are an important part of the financial system, and these banks play a crucial role in
the process of regional economic development. Small and medium-sized enterprises are the foundation of
the stable operation of the national economy. The main responsibility and business of small and medium-sized
banks is to provide financial services to small and medium-sized enterprises. In recent years, the assets of small
and medium-sized banks have continued to increase, and some financial services and products have been
launched one after another. However, the ensuing changes in the external environment have also brought
enormous pressure. This article summarizes the opportunities and challenges faced by the development of small
and medium-sized commercial banks at this stage, and gives a view of the transformation and development
of small and medium-sized commercial banks in the context of digitalization.
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AHAJIN3 PA3BUTHUSA MAJIBIX U CPEJHUX KOMMEPYECKUX BAHKOB
B YCJIOBUSAX HUDPPOBU3ALIUN

Kommepueckue banku A61810MCs BANCHOU HACTBIO (PUHAHCOBOL CUCHEMb, U MU DAHKU USPAIOM BAICHEll-
WYI0 POTb 6 NPOYECce PeSUOHANbHO20 IKOHOMUYECK020 pazeumust. Manvie u cpeonue npeonpusmus A61s0mcs
OCHOB0UI cmabuibHOU pabombl HAYUOHANLHOU IKOHOMUKY. OCHOBHAS 00A3AHHOCMb U O0eAMeNbHOCMb MALblX
U CPeOHUX OAHKO8 3aKNIOUAemCs 8 NPedOCMABIeHUU (QUHAHCOBBIX YCIAYe MATLIM U CPEOHUM NPeOnpPUIMUSIM.
B nocaeonue 200vt akmuevl Manvix u cpeOHUX OAHKO8 NPOOONHCANU YEEAULUBANBCS, A HEKOMOPble (PUHAHCOBbIE
yeayeu u BpoOyKmul 3anyCKaiuch 00ut 3a opyaum. QOHaxko nociedosasuiue 3a IMum usmMeHeHust 80 6HeuHell cpeoe
Makdice OKA3a1u 02pomMHoe dasienue. B oannoii cmamve 0600waiomes 603MOACHOCIU U NPOO.IEMYL, C KOMOPBLIMU
CMAIKUBAEMCsl PA3GUMUE MATBIX U CPEOHUX KOMMEPUECKUX OAHKO8 Ha OAHHOM dmane, U 0aemcs npeocmagieHue
0 Mparchopmayuy U pazgUmMuUU Maablx U CPeOHUX KOMMePUeCKUx OAHK08 8 YCl08Usax yupposusayuu.

Knrwouesvie cnosa: xommepueckue oauxu, yugposuzayus, pazeumue, npUMeHeHue, npeumyuecmsd u He-
docmamixu

Small and medium-sized banks are an important part of the national financial system and play
an important role in the development of small, medium and micro enterprises and regional economies.
And small and micro enterprises are the basis for the stable operation of the national economy, and
the supply of financial services by large commercial banks to small and micro enterprises often cannot
fully meet the financial credit needs of small and micro enterprises. With the continuous growth of small
and medium-sized banks, small and medium-sized commercial banks around the world have
successively launched a series of special products to cover market gaps. It is still an issue that small
and medium-sized banks need to pay close attention to. This article summarizes the advantages and
disadvantages of small and medium-sized commercial banks in adopting digital transformation at
the current stage, and the development status of digital development in the transformation of small
and medium-sized commercial banks.

Advantages and disadvantages of small and medium-sized commercial banks in development.
As of January 1, 2022, the total number of commercial banks in the Republic of Belarus is 22, and
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the assets of the banks of the Republic of Belarus amounted to BYN 100 billion (USD 34 billion),
demonstrating an increase of 6 % over 2021 [1]. There are 12 small and medium-sized commercial
banks with assets below 800 million, as shown below table.

Assets on small and medium-sized commercial banks of the Republic of Belarus

Bank on 01.01.2022, million BYN
BHb-banx 794,90
TexnobOank 743,20
ITapuTeTOanK 665,90
BCb Bbank 454,10
PPb-bank 434,40
BTA Bbank 395,00
bank «Pemenue» 244,40
TK bank 210,40
®pancabaHk 192,00
ABCOJIIOTBAHK 165,40
IlenTep bank 149,50
Craryc bank 89,50

Source: [2].

Under the circumstances of turbulent international situation, fierce competition in the industry,
changes in customer needs and further improvement of financial regulatory laws, small and
medium-sized commercial banks are facing problems of limited assets and liabilities, insufficient
investment in technology and increased risks, small and medium-sized commercial banks have stood
at the crossroads of transformation and development.

In terms of asset structure, since the scope of business is mostly limited to the local area and
restricted by the local economic situation, small and medium-sized commercial banks account for
a relatively low proportion, and the asset structure is relatively rigid. In terms of corporate business,
small and medium-sized commercial banks still focus on traditional credit business, and the development
of innovative credit products such as supply chain finance is lagging behind.

In terms of liability structure, compared with large commercial banks, small and medium-sized
banks have fewer branches and lower office network density. These reasons make small and
medium-sized commercial banks lack a customer base and have a low ability to absorb deposits [3].
In addition, due to differences in capital scale and shareholders, it is difficult for small and
medium-sized banks to compete with large commercial banks in terms of credit ratings, resulting in
customers lacking sufficient trust in banks, and these factors lead to costs on the liability side.

There is a gap between small and medium-sized commercial banks and large commercial banks in
terms of business volume and variety, and it is difficult to replicate the successful experience of large
commercial banks in developing economies of scale. However, small and medium-sized commercial
banks have been rooted locally for a long time, have a more accurate grasp of the needs of customers in
the region, and have more efficient information transmission with customers in the region, with certain
regional and customer group advantages.

144



Digital transformation and applications for small and medium-sized commercial banks. In the
context of digitalization, the financial industry is also actively seeking digital transformation. Scenario
marketing is an indispensable part of digital finance. Scenario marketing directly determines the number
of customers and the number of high-quality customers, and Chinese companies have achieved
considerable results in this regard, such as, Ant Group based on the Taobao e-commerce scenario or
WeBank based on WeChat social media scenario [4]. And these means of acquiring customers often do
not take the financial ecology as the entry point, directing users to financial scenarios through
non-financial scenarios is a new and more efficient method of customer acquisition [5]. For small and
medium-sized commercial banks, there are only three options. One is to build an Internet digital scene
by themselves, but this is not realistic. The second is to directly cooperate with Internet companies or
social media companies that have a customer base to obtain a large number of customers in a short
period of time, but this is only limited to China’s experience and does not prove whether it is also
applicable to other countries. The third is to maintain the traditional commercial bank model, which
is more mature and stable. This is one of the reasons why most commercial banks have not yet chosen
digital reform.

Traditional commercial banks’ review of retail credit customers is based on the investigation and
understanding of customers by credit account managers, as well as the knowledge of customers’ existing
financial assets and transactions in the bank. The big data of digital application is through the in-depth
analysis of data, commercial banks can easily obtain more extensive data information of customers,
and provide rich information for commercial banks to better screen and judge customers in retail credit
business methods. It can help banks improve lending efficiency while effectively preventing
lending risks.

From the perspective of the overall structure, the following points need to be paid attention to in
order to form positive feedback from digital reform:

1. As shown in Figure, commercial banks, especially large commercial banks in the leading position
in the industry invest in new digital technologies, and large commercial banks begin to carry out digital
reform, the first is the production channel, through which more efficient production technologies
generate savings and lead to improved production efficiency.

Investment in science and Fintech
technology by commercial ——» and digitalization
banks transformation
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Production channel
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. Management channel

Total factor productivity

An analytical framework for commercial bank productivity improvement
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2. The transaction channel, through which commercial banks’ transaction costs such as customer
searching, transaction negotiation, and contract implementation are lowered through the adoption of
fintech and digitalization toolkits.

3. The management channel, through which the internal management efficiency is advanced.
The improvement of total factor productivity will boost the technology’s efficiency and scale efficiency
for commercial banks when the digital transformation reaches a certain level, the efficiency of
productions, transactions and managements will be highly increased, this is the circle of positive
feedback mechanism.

And for small and medium-sized commercial banks, this positive feedback mechanism is also ap-
plied, the reason is small and medium sized commercial banks have more flexibility in management than
lager commercial banks such as low cost on management reform and personnel training, therefore, it is
not necessarily big investment on technology gets big success.

In order to gain the competitiveness for small and medium size banks compare to large commercial
banks due to its limited assets: 1. Digitalization will support small medium size banks such as new fi-
nancial products(credit retail) or provide quick and easy operations for remote users to form a differ-
entiated competition in the industry. 2. Less reliance on external investment because of the scale of small
medium size banks, its management level of flexibility and low cost on digitalization transformation. 3.
With the support of big data and in-depth analysis, small and medium-sized commercial banks can easily
assess the status of customers and decide whether to lend, which can improve the loan recovery rate to a
certain extent (less lending risk). 4. For traditional banks, digitalization and cooperation with Internet
companies can gain a large customer base and increased retail sales in a short period of time (scenario
marketing). Although the digital transformation of commercial banks is not groundless, and many
countries have followed up. But, the application of digitalization in finance does not apply to all coun-
tries, but none of these prevents a country from being an observer.
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