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Introduction

Scientific research on the banking market conducted with the use of business ten-
dency surveys (BTS) was initiated in Poland in 1992, in the Department of Marke-
ting Research of the Poznan University of Economics (the lack of any information
concerning such research being carried out earlier anywhere in Europe allows
one to assume that it was also the first research of this kind in Europe). The stu-
dy takes place on a quarterly basis on the population of banks’ central offices and
branches (nationwide Polish sample of about 400-450 entities, selected in layers
as regards ownership form and region). The study has the form of a mail survey,
the measurement tool is a business tendency test questionnaire with five-level re-
ply scale (significant decrease, slight decrease, no changes, slight increase, signifi-
cant increase). The point of reference for the assessments and forecasts is always
the analogous quarter of the previous year, which allows for the elimination of
seasonality without the necessity of an analytical processing of the data. The qu-
estionnaire consists of two parts: a general and a detailed one; in the general part,
the managers are asked about the bank’s financial situation, the number of services
provided, the number of customers, the value of means obtained and loans given,
as well as the value of defaulted loans, capital, balance-sheet sum, capital adequacy
ratio and profitability ratio.

Detailed questions relate to five groups of banking products (PLN deposits,
foreign currency deposits, PLN loans and foreign currency loans and other bank-
ing services); within these groups services are specified (from 3 to 8 groups), and
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the categories evaluated include: the number of services, the value of services,
interest rates, supply and demand. The elaboration of data leads to calculating
business tendency balances and composite indicators which are their weighted
aggregates.

It is worth asking the question now whether the diagnoses and forecasts made
by the managers are accurate and thus to assess the compliance of the forecasts
made by them with the later business tendency diagnoses (ex post). Also finding
out whether and to what extent the results obtained thanks to the BTS reflect the
actual development of the values studied on the market of banking services is no
less important.

Taking into consideration the issue of a possibly wide scope of use of the results
of the business tendency surveys carried out every quarter, there is also periodi-
cal research aiming at obtaining the information on the research tool used - the
survey questionnaire, and, in particular, the remarks concerning its construction,
the way of answering the questions, the questions’ difficulty level and the useful-
ness of the results in economic practice. This paper presents the results of a survey
conducted among banking managers in 2005, which were compared to the results
of a survey carried out in 2000".

1. Consistency of forecasts and ex post assessments in the light of
business tendency survey results

The assessment of the forecasts’ accuracy was made by comparing the forecasts
concerning PLN deposits from the t-1 period concerning the t period and the
assessment of the situation in the t period (made in the t period), taking into ac-
count business tendency balance in the subsequent quarters of 1995-2004. The
analysis of the consistency of forecasts with ex-post assessments shows that in the
years 1995-2004, the managers were too cautious in their forecasts, as the average
difference between the balances of the forecasts and ex post assessments amounted
to as many as 35 points. As one may assume, the divergence results from the deve-
lopment phase of the banking market and the fact that the managers were learning
to diagnose the changes taking place on this market. In the years 2002-2004, there
was a significant improvement in the consistency of forecasts and ex post asses-
sments. In that period, the average difference between the forecasts and ex post
assessments amounted to 4 points only.

! A total of 244 entities representing all ownership forms and various bank sizes participated in
both studies.
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Chart 1. Value of PLN deposits — forecast and ex post assessment

Source: Own calculations

The situation concerning loans was quite different. When comparing the values
of business tendency balances of forecasts and ex post assessments, one notices a
much higher conformity in this case. A relatively small experience and the proc-
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ess of “learning” the market by banking specialists caused the biggest differences
between the forecasts and ex post assessment to take place in the period between
1995-1997 (the average of about 25 points), and the difference in 2001-2004 pe-
riod amounted, on average, to only slightly more than 1 point.

It is also worth emphasizing that the correlation calculated between the fore-
casts and ex post assessments for the value of loans and deposits is high and statis-
tically significant and amounts to over 0.8 in both cases.

2. Consistency of ex post assessment resulting from BTS with
statistical data

The confirmation of BTS's usefulness in the forecasting of changes taking place on
the banking service market is not only the consistency of the forecasts made by
the managers with ex post assessments but also (or maybe most of all) the consi-
stency of ex post assessments obtained with the use of business tendency survey
with statistical data — rates of changes in the value of deposits and loans. After
transferring statistical data into the form of indexes, in which the analogous pe-
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riod of the previous year served as the basis, the consistency of series thus obta-
ined with business tendency balances was examined with the use of Pearson’s cor-
relation coefficient.

Both in the case of deposits and loans, the development of the series is very
similar; the turning points of the ex post assessment curve are in line with or lead
by 1-2 quarters the turning points of the curve which presents the rate of changes
in the values studied.

One may note here that the value of correlation coefficient for PLN deposits is
highest for the period leading by one quarter (t-1) and amounts to 0.91. For PLN
loans, correlation (without a shift) amounts to 0.9.

Diagnostic balances concerning PLN loans and deposits exhibit a high conver-
gence of direction with the data from market statistics and the values of correla-
tion coeflicients allow one to state that the ex post assessments from the business
tendency survey may constitute a reliable source in the forecasting of the banking
market.

3. Evaluation of the usefulness of BTS results

The high convergence of the deposit and loan value forecasts with the ex post as-
sessment after 2001 as well as the consistency of the BTS ex post assessments with
statistical data observed here confirms a significant usefulness of business tenden-
cy tests in the forecasting of the developments on the banking market. This fact
has also been noticed by bank managers, who receive quarterly synthetic informa-
tion about the situation on this market and the forecasted development as a part
of the study of business tendency on the banking service market conducted by the
Department of Marketing Research at the Poznan University of Economics.

The relatively complex research methodology and the way of presenting the re-
sults in the form of business tendency balances, which is typical for the method,
may - to a certain extent — limit the scope of interest in the information obtained.
Therefore, it is even more heartening that more than 2/3 of managers evaluate the
research results they obtain as “rather interesting” and only every seventh among
them admits to not reading them.

The declared relatively large interest in the results of the business tendency sur-
vey on the banking service market stems, to a significant extent, from the fact that
over % of the managers evaluate them as “rather accurate”. This optimistic picture
is, however, distorted by the phenomenon of the lack of translating the results of
scientific research into the decisions within economic practice, which is some-
thing characteristic not only for the banking sector but also for many other areas
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Chart 4. Evaluation of usefulness of banking BTS

Source: Department of Marketing Research, University of Economics Poznan

of economy. Almost 60% of managers admit to not using the research results in
the management process in their bank. In many cases, as the bankers themselves
acknowledge, the reason for this state of affairs lies in the centralized organiza-
tional structure of the banks, in particular in the restrictions in branches’ compe-
tence in favour of bank central offices.

4, Difficulties in the assessment of current and future business
tendency on the banking service market

Bankers’ limited confidence in the business tendency tests’ results and, in conse-
quence, also their implementation to a lesser extent than the one which may be
expected in the management process also result from the fact that making both a
diagnosis and a forecast of business tendency is in many situations quite proble-
matic for banking managers.

Relatively, the least difficulties are posed to the bankers by the assessment of
the value change in the main product groups, i.e. deposits (2.13 points) and loans
(2.09 points)?, which is confirmed by the analyses of convergence between the

2 The evaluation of the difficulty level of providing an answer was in the range of 1 to 5 points
(where 1 means very easy, 5 - very difficult).
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Chart 5. The assessment of the difficulty level while providing answers concerning business
tendency forecasts and diagnoses

Source: Department of Marketing Research, University of Economics Poznan

forecasts and ex post assessments presented above. However, it is much more dif-
ficult for the bankers to assess the business tendency in the group of the remain-
ing banking services (2.74 points), which stems mainly from a high “internal” dif-
ferentiation within this product group. The group includes, among others, such
services as the maintenance of current accounts for business entities, interactive
services, lease or foreign operations.

Among the categories assessed, the one which causes most problems to man-
agers is the evaluation of financial measures and indicators, such as the balance-
sheet sum and capital adequacy ratio (the average of 2.83 points in both cases) and
profitability ratio (2.73 points). As it can be assumed, the main reason for such
situation is the lack of proper information concerning these values, for example
because some parameters are set out periodically as well as the necessity of mak-
ing a statistical ‘elaboration’ of the data to calculate selected indicators. As regards
the perception of difficulty level of the categories evaluated, it is worth noting that
the situation in this respect practically did not change within the last five years.

The regularities concerning the difficulties in providing answers to the ques-
tions related to the diagnosis of business tendency on the market, which have
been presented above, are also present in relation to the forecasted changes on this
market. It is worth emphasizing here that making a business tendency forecast be-
comes even more problematic for the bankers. As it results from the research con-
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ducted, the average assessment of the difficulty level is smaller than three points
only in the case of loan value forecast (2.91) and the most problems are caused by
the forecasts of capital adequacy ratio (the average as high as 3.70 points).

5. Reference points in formulating assessments and forecasts

Conducting research with the use of business tendency surveys requires imposing
certain reference points on the respondents. The precision of results obtained is,
to a large extent, determined by two factors: the discipline of adopting a reference
period in the diagnosis made and the level of respondents’ agreement concerning
the period adopted.

In the scope of the way of assessing the business tendency by the bankers, one
may note that it deteriorated significantly. Currently, the managers most often as-
sess the situation on the banking service market thinking about the previous quar-
ter and not the analogous quarter of the previous year (which is required in the
survey). In turn, in the case of forecasts, the vast majority relates to the current
quarter (61% and 65% of answers indicated). There are also cases of giving an-
swers in the questionnaire in relation to the situation from the past in general,
without adopting any specific point in time, which also disqualifies information
obtained in this way from a methodological point of view.
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Chart 6. Points of reference in formulating business tendency assessments and forecasts

Source: Department of Marketing Research, University of Economics Poznan
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The irregularities concerning the answers may be caused by a large labour turn-
over which accompanies the changes in the banks’ organizational structures. One
of the preventive mechanisms proposed may be to pay more attention to the in-
struction as how to fill the questionnaire in and articulating it clearly in the ques-
tionnaire sent.

6. Information sources used while filling the questionnaire in

When analyzing the accuracy of the results obtained with the business tendency
survey method, it is worth paying attention to the sources of information used in
this respect by banking managers. The most important and more often used ones
include the bank’s internal documents and own knowledge and experience (over
40% in both cases). Only about 10% of the bankers assess the situation after con-
sulting specialists.

100% 1
M consulting specialists
80% I
70% I
60% L
50% O own knowledge
40% T ] —— and experience
30% —
20% —
Ointernal banking
10% documents
0%

2000 2005
Chart 7. Information sources when fillin the questionnaire in

Source: Department of Marketing Research, University of Economics Poznan

In comparison to 2000, there has been a change in the structure of the source
base and this is a positive change. A relatively higher percentage of bankers use the
knowledge they have (in 2000, only every third banker did so). Also the percent-
age of persons who assess business tendencies on the basis of document records
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decreased (in 2000 they constituted more than a half of indications). The changes
observed clearly point to the improvement in the quality of managerial staft which
took place within the last five years and which is expressed in the growth of mar-
ket-related knowledge, qualifications and competencies.

7. Preferences concerning the time and the form of the survey

Managers who participate in business tendency survey must devote their time -
beyond their professional duties - for it. In order to make a diagnosis and a fore-
cast of the phenomenon in a given quarter, the assessment should be made relati-
vely close to the end of the quarter, even though the aim of obtaining the results as
fast as possible forces one to consider the possibility of receiving the questionna-
ires even before the end of the period assessed. Therefore, it becomes obvious that
the choice of survey time may significantly influence both the return rate and the
quality of the data collected.

When asked about the optimum time of receiving the questionnaires, the man-
agers indicated two weeks after the end of the quarter (almost 70% of replies), a
small part would prefer to answer the questions a week after the end of the quarter
(14%) or exactly at the end of the quarter (5%). There is also a group of managers
for whom the time in which they receive the questionnaires does not matter in any
way (every seventh reply).
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the end of the
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the end of
the quarter

two weeks after
the end of
the quarter

Chart 8. Preferred time of conducting business tendency survey

Source: Department of Marketing Research, University of Economics Poznan

128



Accuracy of Business Tendency Survey Diagnoses and Forecasts and their Use in the Banking Practice

The preferences concerning the time of receiving the questionnaires also did
not change within the last five years — similarly to the year 2000, the managers
preferred responding after the end of a quarter, a small percentage pointed to a
different temporal scope.

Conclusions

The implementation of research with the use of business tendency tests may be
encumbered with errors typical for the research methods based on questionnaires,
which lowers the cognitive value of information thus obtained. As it seems, the
most dangerous error with far-reaching consequences is the measurement error
resulting from the adaptation of a different point of reference for the assessments
and forecasts made. As it may be assumed, a ‘reform’ of the survey questionnaire is
becoming inevitable; one that aims at a maximum simplification of the questions
and reduction of their number. It is also worth emphasizing that the banks clearly
perceive the lack of information concerning the situation on the banking service
market in a given region or, to be more specific, on the province level. Offering
a spatially differentiated financial information, as the bankers themselves indica-
te, would contribute not only to an increase in the interest in participation in the
survey but also the level of application of the results of the business tendency su-
rvey.
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