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ABSTRACT

The tirupati Urban Co-operative Bank was facing mkgem to establish itself in the new market. Thenm
reason behind this was the lack of suitable manke8trategy and Unattractive schemes offered bypémk. After having
a bad experience in Aurangabad the bank was veghroancern about taking the steps regarding petietraof the new
market. To overcome these difficulties the boarthefmbers decided to launch the new schemes. Thalsashighlights

the importance of market analysis and probabilgsting.
Teaching Objectives and Target Audience
*  Our teaching objective is to develop and guideesitglabout the Market penetration of banking prtsduc
* To understand the importance of market analysisdoperative banks.
» To practically demonstrate the use of probabilitglgsis for a given situation.
» To analyze the importance of correct decision ngkin
The case is suitable for MBA students.
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INTRODUCTION

Tirupati Urban Co-operative Bank Ltd. was one of thading co-operative banks in Nagpur districthwif7
branches in Nagpurregion and one additional in dWar It was running its business very well withaamount of annual
profit of Rs. 5crores and 90 lakhs. Mr. R.P. Ra@CCof the bank was contemplating about openingiitgsiches in
Vidharbha region. The bank had opened a branchuragabad, but suddenly it had to shut down itsaijmns because
of lack of market penetration and lack of generatibday to day business. This issue was bothdvingRaut and he was

perplexed with the dilemma of what shall be thetrs¢ap?

Backed by the Meghe Group under the Chairmanshipaifaji Meghe, Tirupati Urban Co-operative Bank’s
biggest assets were its loyal and talented wockfdor last 25 years. Mr. Raut took pride for themsort and never gives
up approach of his staff. The bank was cateringllitdypes of financial services including FDs, Hotoans, Car loans,
Education loans, Startup loans etc with the mininafn8.5% p.a. The bank had an employee-centriccgmbr wherein
every employee was considered informally as theevwarfi the bank. They got monthly targets on theegation of leads,

recovery of loans, deposits which helped in indrepshe business of the bank. Regular monthly resigvere taken to
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ensure that the targets were attained and thecssrwiereprovided without any hiccups. For catethmg services to
different segments of lower and middle-income gsoapd also to give special attention towards woemapowerment,
the bank had 170 regular employees under its belbfowvhich 70% were women.

The attrition rate throughout the branches was ey because of its favorable HR policies. Evemaoh so the

bank kept its branches opened on Sundays.

Since the management of the bank was contempletdingen its branches in various parts of vidarhavell as in parts
of western Maharashtra, the previous experiencAungabad was haunting them regarding its futuosgects and
success. The major problem they faced that times ta meet the day to day expenses of running achran
The management waited for almost 2 years to bhiaghtanch at least to BEP level. But finally, tleeyldn’t succeed and

decided to shut down the branch permanently.

The major concern for the bank was opening of neam¢hes and also penetration of new market areasewh
already similar kinds of Co-operative banks alorithvistrict and State Cooperative banks along vather financial
institutions were operating in full swing. Besidags tapping, the hitherto untapped areas of tmogekets would be other
major challenges before the bank. Consideringtttésbank had decided to chalk out a plan with retsfpedesigning one
new financial product that would suit the residesftthose areas. For this purpose, the board kinedrketing agency for

conducting a market survey for analyzing the curnearket situation.

At the meeting, Mr. Raut, read the reports of ttegkat analysis. He, along with the Board Membeoppsed
new financial schemes that would be especiallptatiade for the residents of those areas. The bnardbers decided to
launch a new scheme named ‘Daily Deposit Schem@dgie structure of the scheme would be designedigh a manner

that it would benefit almost every stratum of theisty right from lower income group to higher ine® group.
The Salient Features of the Scheme Were as Follows

e Anindividual could open a ‘Daily Deposit Accountith the bank by depositing a minimum of Rs. 20 gy for

25 days in a month.

e The amount of deposit could be increased by mekigf Rs. 10. There was no maximum limit for theadit

amount.

» The rate of interest would be 9% per annum and 9di% senior citizen. The term for the deposit dasthree

years, but the premature withdrawal was alloweelr afhe year with an interest of 7% compounded dhnua

* The additional rider to be provided by the schewas the free life insurance having a sum assured of Rs.
50,000 to Rs. 1 lakh.

« Secondly, the loan facility would also be providiedthe holder of the daily deposit scheme in thenfof
business loans, especially for the person who watttestart new ventures. The maximum amount ofaa kbat
could be procured was Rs. 2,00,000 in intere3t%# p.a.

Since the branch had to earlier shut down its djperan Aurangabad in 2 years time, due to lackibdinment
of BEP level, it was assumed that at least the lwankd wait for a period of 2 years to attain coss the level of BEP.

In order to ensure the success of the scheme, dhagement of the Tirupati Urban Cooperative Banéchan agency for

| NAAS Rating: 3.09- Articles can be sent to editor @ mpactjournals.us |




| Tapping a New Market: Ways and Means 71 |

conducting a thorough analysis of the current maskeation and check the acceptability of the sohién the market.

The result of the market analysis team was handed to the board, so the management was contemgplati

two aspects of its marketing strategies.
The management was having Option Two Options in Frat of Them
» To endorse their product through famous celebréi@s also to spend huge sum in advertisements.
* To market their product with the help of local pkoand self-help group.
If the company goes by the first option, followipgssibilities can occur:

A market analysis had a 30% probability of annysrings of 5000 Daily Deposit Accounts, a 40% philiig
of 4000 accounts and 30% probability of 3000 actauApart from this the variable expenses that ddikely to be
incurred was Rs. 9,000 and Fixed expenses Rs. B0Q@0Jhe revenue generated from this for each atdonwconsidering

other sources would be Rs. 11,000
If the company goes by the second option, followsogsibilities can occur:

A market analysis had a 30% probability of annysrings of 5000 Daily Deposit Accounts, a 40% philiig
of 4000 accounts and 30% probability of 3000 actauApart from this the variable expenses that ddikely to be
incurred are Rs. 10,000 and Fixed expenses R8,080.The revenue generated from this for eachuatdn considering

other sources would be Rs. 11,000.

Which option should the management select?
Teaching Notes

Teaching Approach and Strategy
* To solve this case in 1 & % hour is enough.
» This case can also be considered for examinationt pbview.
*  Minimum 4-5 members in the group are required toesthe case.

e This case can be used to teach what the difficuliie and problems that arise while establishingwa branch

and penetrating a new market.

» After the class sessions, the teacher can dishessolution of the problem arising in such situasiand take the

feedback from the students.

* This case can give an overview to the studentstad®tain problems which are being faced by th®perative

banks.
Analysis
» What are the various marketing strategies whictklzam adopt for penetrating a new market?
e What can be the special financial schemes to atinedocal customers?

« What are the essential elements for running a braha co-operative bank?
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Answers

market

Ans 1 Be social Get involved Approach new markeRebrand to be energetic younger & modern, Compéte w

Ans 2 Daily deposit scheme, Gold loan scheme, Stadapd, Insurance plans, Pension plans

Ans 3 Land & place, Employee, Equipment/ Operating esystSecurity

Decision tree Analysis

5000a/c 0.3(5000(11000-10000)-800000)
4000a/c 'I— 0.4(4000-(11000-10000)-800000)
0.3(3000(11000-10000)-800000)
3000a/c

‘ 5000a/c | 0.3(5000(11000-9000)-5000000)

4000
a/c | 4(2000(11000-9000) 5000000

2nd =
0.3(3000(11000-9000)-5000000)
3000a/c

Figure 1

Decision

Decision Making through Expected Payoff

The probability of selecting both the options abe%0.Therefore the expected payoff of
Option 1 (Sales through local people)= 0.5*32laktiakhs
Option 2 ( Sale through celebrities)=0.5*30lakhsakhbs

Therefore the company should opt for tfeQiption as it is more profitable and has a highbaak.
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