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Abstract. Bank value estimation is one of the popular issues on the agenda. The goal of the paper is to clarify the term “bank value” and to determine its components.
The content analysis of the definitions of the term “value” was conducted, using the program AQUAD. Frequency tables generated by the program allowed determining the components of the analyzed notion and to construct the classification scheme of the approaches to the defining the company’s (bank) value.

Integrating distilled value categories into the framework of relationship value management, the structural model of the concept of bank value was developed.
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Introduction

The concept of value is in the focus of modern business literature. The leading publisher of management and business journals Emerald Group Publishing offers over 10 000 publications related to the term “value”. However, the interpretation of the notion differs widely depending on the research directions [1]. 

The object of the given research is a concept of bank value. Banks are the most important category of financial institutions in the new Member States (NMS) of the European Union. The number of banks fell in almost all NMS during 1997-2005. The biggest part of the decline was reflected M&A activity [2].  About 70 percent of total Latvian banking assets were controlled by foreign institutions in 2008 [3]. As for bank performance, the results of the survey conducted by the authors in 2009 indicate the problem of value creation in Latvian banking sector [4]. Considering that value maximization should be an objective function of any company [5], it is extremely important to clarify the term “bank value” and to determine its key components. On the authors’ opinion, it can assist to elicit the factors affecting value creation. Thus, our prime interest is related to the issues of value management, rather than to the questions of its estimation. And, we associate business value mainly with shareholder value (SHV) instead of company’s market value etc.

Although the concept of shareholder value is often criticized by the proponents of stakeholder theory [6], the fact is “that the more shareholder value a company creates in an effectively regulated market, the better the company serves all its stakeholders” [7].

To achieve the goal of the research the objectives were determined as follows:

· To study the concept of value in the historical aspect;

· To collect the definitions of the company’s value from the different sources of relevant scientific literature in order to conduct the qualitative text analysis;

· To determine the basic peculiarities of a bank in order to check whether definitions of company’s value can be used to define bank value;

· To determine the basic approaches to definition of a company’s value and to evaluate them critically;

· To distill key components of bank value and to develop the structural model of the concept.

The analysis of the definitions of the terms “value” and “bank” was conducted, using the program AQUAD as a software tool. The research procedures involved (i) the process of data categorization to distill the units of meaning from the analyzed definitions, and (ii) comparison of definitions in order to determine the linkage between occurrence of the certain text element and the source of literature.

Several hypotheses were developed during the process of clarifying the sense of the notion “bank value”. Traditional bank function is to act is as intermediaries between depositors and borrowers [8, 9]. However, the processes of globalization and IT development have changed the face of banking. In response to new challenges, banks were forced to extend business areas. In the process of distillation the elements of banking the authors decided to check, whether scientific literature before and after 2004 has different approaches to definition of bank. The year was chosen due to the mass joining of European countries (including Baltic States) the European Union [10]. Thus, in the process of the determination of key elements of modern banking we checked our first developed hypothesis, as follows:
H1: There is a significant difference in definitions of banking elements provided in the scientific literature before and after 2004.
All others hypotheses are related to the analysis of the definitions of company’s value:

H2: SHV is mostly linked to the cash flows from business activities;

H3: SHV is not associated with stock price of a company;

H4: Finance practitioners approach to the concept of value from the viewpoint of its estimation.

Frequency tables generated by the program AQUAD assisted to elicit the functions of modern bank, which emerged as a response to changes in business environment. These new functions are simultaneously the factors affecting bank value and stimulating its creation. 
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Analysis of relevant scientific literature and qualitative analysis of the definitions allowed distilling the approaches to defining value. During the process the components of the concept of company’s value were determined. Integrating value components into the framework of relationship value management, the structural model of the concept of bank value was developed.

Research description

Considering that bank is also an enterprise with specific features that distinguish it from other companies [11], the definitions of bank value occur rather rarely in the scientific literature. This was the reason for dividing our research into two content blocks. We examined separately the concept of bank and the concept of value.

The process of the quantification of selected definitions was conducted, using the procedures both of classical and interpretative content analysis. It means that we counted the certain key words (such as shareholder value etc.), which appeared in the definitions. Besides, analyzing the relevant literature we distilled the appropriate units of meaning and then pointed them in the text.

As it was mentioned above, the main interest of our research is related to the bank shareholder value. However, to elicit value components we used for analysis different value definitions, such as definitions of market value of a company, business value, enterprise value etc. 

Initially the concept of value involved only one value category – value of a good. The definitions of this value category were not included into the database for conducting content analysis. However, the analysis of the earlier value concepts was important to classify the approaches to the defining company’s value.

As for analyzing the notion of bank, we analyzed bank definitions, text segments describing the functions of financial system, and text segments describing banking activities.

For a total, the 29 text segments related to the term “bank” and 31 text segments related to the notion of value of a company were analyzed.

The conceptual framework of the conducted research is presented in the figure 1.

As it was mentioned above, the authors used the program AQUAD for qualitative text analysis. The special characteristic of AQUAD is its ability not only to categorize and then to assemble the data for each category, but to allow the researcher drawing conclusions by relating categories to each other, i.e., by exploring the occurrence of typical and repeated configurations of category representations in the data [12].
Analyzing data segments related to the concept of bank and banking, we divided the entire database into three blocks (three files) according to the qualitative characteristic of the source of literature:

1. Textual information acquired from the scientific literature (year of publication before 2004) [9, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23];

2. Textual information acquired from the scientific literature (year of publication after 2004)[ 2, 8, 24, 25, 26, 27, 28, 29, 30, 31];

3. Definitions of bank from legal acts [32, 33, 34, 35, 36, 37].

Fig.1. Conceptual framework of the research.

This process within the program AQUAD is called the determination of profile codes. These codes are used only once in a given text file, as for instance, codes for the gender or age of the subject (in case of analyzing the set of interviews) [12]. In our research the profile codes for analyzing bank-related text segments are: ScLit_before2004, ScLit_after2004 and Law.

The purpose was to distinguish traditional banking activities from the features of modern banking. 

As a theoretical basis for coding the functions of financial system were selected [29]. The list of codes is presented in the figure 2, as follows:
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Fig. 2. Codes for analyzing the term “Bank” in AQUAD.
The function of providing liquidity was not coded separately. Creation of liquidity relies on four processes: maturity transformation, risk reduction, the reduction of search and transaction costs and monitoring [25]. If the function of providing liquidity was mentioned in the text, we coded this segment with four codes: MaturityTransf, RiskManagement, TransInfCostReduction and Agent. In this case Monitoring is related to the reducing of information asymmetry. This function, in turn, is a component of risk management and one of the agent’s tasks.

Additionally, we selected the following codes:

· Innovation – for cases, when innovation was mentioned as a value driver for a bank;

· TransInfCostReduction – for the text segments, describing bank ability to reduce transaction and information costs;

· Serv_Account, Serv_Payment, Serv_Deposit, Serv_Credit – for the text segments, in which types of bank financial services were mentioned.

The analysis of text segments describing the notion of a company’s value was more complex.

The data set was divided into four files according to the two classification criteria: (i) author’s origin (America vs. Europe), and (ii) professional occupation of an author:

1. Data segments from the scientific publications written by American theorists [20, 22, 24, 38, 39, 40, 41, 42, 43, 44, 45]. Profile code: AmericaTheory.

2. Data segments from the scientific publications written by American practitioners [29, 46, 47, 48, 49]. Profile code: AmericaPractice.

3. Data segments from the scientific publications written by European theorists [50, 51, 52, 53, 54]. Profile code: EuropeTheory.

4. Data segments from the scientific publications written by European practitioners [7, 55, 56, 57, 58, 59, 60, 61, 62, 63]. Profile code: EuropePractice.

 Russian authors were added to the European colleagues. As for type of the professional activity, each case was unique. For instance, if an author combined position of university lecturer with the job in a consulting company, we referred him to the practitioners.

 The main purpose for this classification was to test one of our developed hypotheses about the approach to value definitions from the viewpoint of practitioners vs. finance theorists. 

We had no special interest in authors’ origin, but we were forced to divide our data set into four blocks, because of AQUAD technical peculiarities (the requirement for maximal number of lines in the text file). 

The design of the value-related part of the research is presented in the figure 3.

One of basic components of qualitative data analysis is data reduction [64]. The process of reducing the overwhelming amount of data is performed by identifying the content of data segments, i.e., by coding the information.
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Fig. 3. Content analysis of the term “company’s value” (application of AQUAD).

We used three-stage coding to analyze the concept of value of a company:

1. Coding based on the theory. As a theoretical background the property appraisal principles were used [65];

2. Counting key elements of definitions (for instance, the term “cash flow”) and interpreting units of meaning;

3. Coding based on the authors’ defined approaches to the wording of the notion “company’s value”.

In authors’ opinion, the most principles of valuation are common for real estate objects and companies (for instance, market-related principles). We have chosen six from twelve principles, which can be used in valuation of business:

1. Anticipation;

2. Change;

3. Competition;

4. Substitution;

5. Supply and demand;

6. Utility.

However, if the principles of utility, anticipation and substitution do not require additional explanation, then the remaining should to be clarified.

Change. The value of any company is affected by economic environment. Since the 1980s, rapid innovations in financial markets and the internationalization of financial flows have changed the face of banking [31]. Banks have to response to these new challenges, otherwise they will lag further and further behind competitors. 

According to the viewpoint of McKinsey consultants, potential acquirers will only pay for something that they believe will have value in the long term [63]. It means that banks should invest money in R&D and marketing to assure the further growth and to maximize shareholder value.

[image: image3.jpg]


Thus, we used the code “change” for all text segments, which contained terms related to the innovation, knowledge, intellectual capital etc.

Supply and Demand. At the security market the value of a company is determined by the price of its stocks that, in turn, is influenced by the interaction of supply and demand. Thus, the code “SupplyDemand” was used for the text segments involving references to the stock market.

Competition. It is another market-related principle of valuation.  We used this code, when value of a company was linked to the value of competitors. 

Based on Huber [12], there are two strategies of coding, which can be used in the process of data coding in AQUAD: strategy of differentiation and strategy of generalization. The first strategy moves from general to particular considerations, while the second strategy starts with particular aspects and leads to general insights.

We used both of them in our project. During the process of data reduction, using property appraisal principles, we initially established a system of categories. At the second stage of coding we paid attention to all the details and then summarized these detailed codes in more comprehensive and large categories. 

The following codes to distill value components were used at this stage: (1) Customers, (2) FinIndices – financial components (profit, profitability, etc.), (3) IC – intellectual capital (components of human and organizational capital), (4) Management (management quality), (5) TangAssets – tangible assets, (6) Value drivers (value factors mentioned without specification).

The codes that were selected to determine the terms the value is associated with are: CF – cash flow, Opportunity cost (value is associated with alternative investments), Price and StockPrice. 
The term “shareholder value” was coded (SHV) in order to test our hypotheses.
We had an opportunity to test the second and the third of our hypotheses, while coding the textual information at these stages of the research. 

Based on the received results (frequency tables generated by AQUAD), we could formulate the approaches to definitions of value of a company. 

The third step of the coding was used to demonstrate the results of testing of the last hypothesis about the approach of finance practitioners to value defining. 
The program AQUAD offers the opportunity for testing hypotheses by identifying the linkages between determined codes. There are several pre-formulated types of linkages within AQUAD. We used the most simple:  two codes occur in the same data document within a specified distance of each other [12].  In our case we will look for a linkage between the profile codes of text files and the codes characterizing the certain approach to definition.

Empirical results

The results of the content analysis of the text segments related to the term “bank” are presented in the figure 4: 
Fig.4. Frequency table (analysis of the term “bank”)
Actually, the analysis of bank definitions provided by the acts of national legislation was not essential. These definitions contained the information about the only traditional banking activities, such as taking deposits and granting credits. However, we should involve this file in AQUAD due to the technical requirements of the program that were described above. 
The analysis of the frequency table allows testing our first hypothesis about the inconsistency between the text segments in the literature sources of different period of publishing.

The authors of the scientific texts published after 2004 pay more attention to such functions of a bank, as risk reduction, asset transformation, information processing and agent role performing. 
Thus, the changes in a global economic environment stimulated the traditional banking functions became more sophisticated. Nowadays, banks are not only intermediaries between lenders and borrowers, but also are risk managers with superior information and knowledge management capabilities.

Except exclusive financial functions, we distilled the following peculiarities that distinguish banks from other companies [11, 42, 49]:
1. Capital assets–to–balance ration is not essential;

2. The debt/asset ratio for banks is higher than for other institutions;

3. Banks operate under strict regulatory constraints;
4. Debt for a bank is more akin to raw material than to a source of capital;
5. The higher entry capital requirement;
6. Banks are best valued using equity valuation models, rather than enterprise valuation models;
7. Special requirements for the professional qualification and knowledge of bank employees.

However, these characteristics of a bank are essential for the determination of bank value, but not important for its definition. Thus, the definitions of a company’s value can be applied for defining bank value.
The results of the content analysis of the term „company’s value” are presented in the figures 5 and 6.
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Fig. 5. Frequency table (theory-based coding of the term “value of a company”).
Generally, the value of a company is associated with the cash flows generated from business. The text segments designated by the codes “anticipation” and “CF” occur in 55 per cent of cases. 
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Fig. 6. Frequency table (II step coding of the term “value of a company”).
To test our hypotheses about the relationship between shareholder value, cash flows and stock prices, we used the opportunity for constructing linkages between codes, providing by AQUAD. The results were the following:

· 7 confirmations for the linkage SHV – CF;

· 0 confirmations for the linkage SHV – StockPrice.

Besides, we used the special procedure to test the random nature of the revealed linkage. This is the Charles Osgood technique that allows analyzing the interrelationship between content elements. The procedure of the technique consists in calculation of co-occurrence of the units of meaning [66].
The element SHV occurs in 32 per cent of the analyzed text segments (PSHV = 0,32).  The element CF occurs in 55 per cent of texts (PCF = 0,55).
Thus, the expected frequency of the co-occurrence of these elements in the text is PSHV+CF = 0,32*0,55 = 0,18. In actual fact, the codes “SHV” and “CF” occurred together in 23 per cent of the analyzed text segments (7 confirmations /31definitions = 0,23). The relation between shareholder value and cash flows is not random, because the real co-occurrence of the elements is higher than the expected.  
Based on the results of I step and II step coding and the analysis of the development of value concept in historical aspect, the approaches to value definitions were determined.
Earlier economic writers from Aristotle made the distinction between value in use (subjective value) and value in exchange (prices). We can distill two basic definitions of value of a good:

· Value as consumer utility (Marginal utility theory);
· Value as the cost of production of a good (Labor theory of value) [67, 68].
Initially, we distilled the most common definitions of a company’s value, and then combined them into three categories (see fig.7): 
1. Word description of the formula of value estimation;
2. The sum of value affecting factors;

3. Subjective utility for the company’s stakeholders.
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Fig. 7. Basic approaches to defining of value of a company

The results of the III step coding are presented in the figure 8, as follows:
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Fig. 8. Frequency table (basic approaches to defining the company’s value - viewpoint of finance practitioners vs. theorists).
Our last hypothesis has not been proved. Both theorists and practitioners approach to value defining from the position of its calculation. However, value factors are more emphasized in the definitions provided by finance practitioners.
Taking all aforesaid into consideration, the authors developed the structural model of the concept of bank value (see fig. 9).

Fig. 9. Structural Model of the Concept of Bank Value.
From the authors’ point of view, the best way to describe the notion of bank value is to combine the ideas provided by the proponents of shareholder theory [52] and relationship value management concept. Relationship management is based on the stakeholder approach [69]. Merging of the theoretical components of these theories allows distilling the factors affecting bank value. Considering that cash flows generating from bank activities are the basis for shareholder value creation, we should pay attention to the types of these activities, factors affecting banking business and stakeholders that are involved in banking.   
Conclusions
The banking has undergone two decades of change, catalyzed by the globalization of financial markets, privatization, deregulation, the growing popularity of nonbank institution and development of information technologies. 
In response to these new issues, banks were forced to enter new business areas. The traditional intermediary role between lenders and borrowers was supplemented by the role of information processors, risk managers and innovation stimulators. 
New elements of banking business are simultaneously the value drivers. This is proved by the results of analysis of the concept of company’s value. 

Despite bank specific features that distinguish them from other institutions, the definitions of company’s value can be applied for defining the term “bank value”. 
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The program AQUAD is the right tool for analyzing the conceptions in economics and business. The qualitative analysis of the definitions allows determining the key components of the notions.

The results of testing of our developed hypotheses are following:

H1: There is a significant difference in definitions of banking elements provided in the scientific literature before and after 2004 – confirmed;
H2: Shareholder value is mostly linked to the cash flows from business activities – confirmed;
H3: Shareholder value is not associated with stock price of a company – confirmed;
H4: Finance practitioners approach to the concept of value from the viewpoint of its estimation – refused.
The most of the finance theorists and practitioners approach to value definitions from the viewpoint of value estimation. The shareholder value is associated with discounted cash flows generated from business activities.
Merging statements of shareholder value concept, ideas of relationship value management and elements of the concept of modern banking allows getting the best insight into the concept of bank value. 
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Titko J., Lace N. Bankas vērtības koncepcijas struktūrmodeļa izstrādāšana

Vērtības koncepcija šobrīd ir mūsdienu biznesa literatūras fokusā. Vadošais zinātnisko žurnālu izdevējs – Emerald Publishing Group – piedāvā vairāk nekā 10000 publikāciju, kas ir saistītas ar terminu “vērtība”. Tomēr šī jēdziena izpratne atšķiras atkarībā no pētījumu virzieniem.

Dotā pētījuma objekts ir bankas vērtības koncepcija. Bankas ir svarīgākā finansu institūciju kategorija Eiropas Savienības jaunajās dalībvalstīs. Ņemot vērā, ka vērtības maksimizēšanai ir jābūt katra uzņēmuma pamatfunkcijai, ir ļoti svarīgi precizēt terminu „bankas vērtība” un noteikt tās galvenos elementus.

Lai sasniegtu pētījuma mērķi, sekojošie darba uzdevumi tika uzstādīti:

· Izprast vērtības koncepcijas attīstību vēsturiskajā aspektā;

· Apkopot kompānijas vērtības definīcijas no dažādiem literatūras avotiem, lai veiktu kvalitatīvu teksta analīzi;

· Izpētīt banku atšķirības no citiem ekonomiskiem subjektiem, lai pārbaudītu, vai kompānijas vērtības definīcijas var pielietot bankas vērtības definēšanai;

· Noteikt galvenās pieejas kompānijas vērtības definēšanai un kritiski tās novērtēt;

· Izdalīt bankas vērtības komponentus un izstrādāt bankas vērtības koncepcijas strukturālo modeli.

Vērtības un bankas jēdzienu definīciju analīze tika veikta, izmantojot programmu AQUAD. Pētījuma procedūras ietvēra sevī (1) datu kategorizēšanas procesu, lai izdalītu saturiskās vienības, un (2) definīciju salīdzināšanu, lai noteiktu saikni starp noteiktu teksta segmentu parādīšanos un literatūras avota specifiku. 

Ar AQUAD programmu ģenerētās frekvences tabulas, kas ir, palīdzēja noskaidrot mūsdienīgas bankas funkcijas, kuras ir parādījušās kā atbilde uz izmaiņām biznesa vidē. Šīs jaunas funkcijas tai pašā laikā ir arī faktori, kuri ietekmē bankas vērtību un stimulē tās palielināšanu.

Zinātniskās literatūras analīze un definīciju kvalitatīva analīze ļāva noformulēt pieejas vērtības definēšanai. Šī procesā ietvaros tika noskaidroti kompānijas vērtības koncepcijas komponenti. Integrējot vērtības komponentus vērtības menedžmenta sistēmā, tika izstrādāts bankas vērtības koncepcijas strukturālais modelis.
Титко Е., Лаце Н. Разработка структурной модели концепции стоимости банка

Концепция стоимости находится в фокусе внимания современной бизнес-литературы. Ведущий издатель научных журналов в сфере бизнеса и менеджмента Emerald Group Publishing  предлагает более 10000 публикаций, связанных с темой стоимости. Однако интерпретация этого понятия различается в зависимости от сферы исследования.

Объектом данного исследования является концепция стоимости банка. Банки – наиболее важная категория финансовых учреждений в новых странах-участницах Европейского Союза. Принимая во внимание также, что максимизация стоимости должна быть целевой функцией любой компании, очень важно правильно понимать термин “стоимость банка” и определить ее основные компоненты.

Чтобы достичь цель исследования, были поставлены следующие задачи:

· Изучить концепцию стоимости в историческом аспекте;

· Произвести качественный анализ дефиниций понятия стоимости компании;

· Определить основные особенности банка и его отличия от других экономических субъектов, чтобы проверить, можно ли использовать дефиницию стоимости компании для определения понятия стоимости банка;

· Определить основные подходы к определению понятия стоимости компании;

· Выделить основные компоненты стоимости банка и разработать структурную модель концепции.

Анализ дефиниций понятий “банк” и “стоимость” был произведен, используя программу AQUAD. Процесс исследования включал в себя (1) процедуру категоризации данных, чтобы выделить смысловые единицы в анализируемых определениях, и (2) сравнение дефиниций с целью определить связь между появлением определенного сегмента текста и спецификой источника литературы.

Таблицы частоты, генерируемые программой AQUAD, позволили определить функции современного банка, которые возникли в ответ на изменения бизнес-среды. Эти новые функции являются одновременно факторами стоимости, стимулирующими ее создание.

Анализ научной литературы и качественный анализ дефиниций позволили выявить подходы к определению стоимости, и в процессе этого были определены основные компоненты концепции стоимости компании. Интегрируя компоненты стоимости в рамки концепции управления, основанного на стоимости, была разработа структурная модель концепции стоимости банка.

