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[bookmark: _Toc76075322]Abstract

The banking industry has a role of stabilizing national and global financial systems. Regulating competition and changes can help professionals in stabilizing banking industry. However, regulators and policy makers have faced challenges in regulating competition and volatility in the banking sector. This study will improve the evidence-base for intervention strategies against these problems. A qualitative study methodology will be utilized in gathering crucial data and information for this research. In this case, a literature review will serve as a basis for the qualitative study. Various qualitative data gathering tools that will be used include document analysis, open-ended online surveys, and semi-structured interviews. The study will be guided by ethical values of informed consent and confidentiality. The study will be conducted in the UK within three months.

1. [bookmark: _Toc76075323]Introduction

The banking industry plays a crucial role in stabilizing national economies and global financial systems. Banking institutions promote the economic growth and development of nations by promoting efficiency in financial resources allocation. The institutions promote the flow of financial resources through processes such as money transfer, salaries withdrawal, bills payments, and funds deposits. Allowing financial resources to flow smoothly in different economic sectors makes banks critical components of economic systems. Notably, the banking industry exists as a huge and sophisticated system that is strongly interconnected with different economic sectors (Fernandez, et al., 2016). As a result, instability in banking systems usually results in serious financial crisis with severe economic consequences. Today, intense competition and high volatility occur as huge threats to the stability of the banking industry locally and globally. Regulating changes and competition serves as an important strategy for maintaining a healthy and stable banking industry. 
The banking industry enjoyed huge stability before 1990s due to the presence of low competition pressure. Nations like United Kingdom utilized strict banking regulations to control competition within their jurisdictions. However, technological development and globalization trend occurring after 1990s created high uncertainty, volatility, and unfair competition in the banking industry (Bowen, et al., 1999). For instance, the emergence of online banking created challenges in regulating prices, new entrants, and services delivery. Regulators and policymakers have experienced challenges in addressing current problems in the banking sector without creating unnecessary barriers to service improvement and innovation. Therefore, in-depth studies can create proper evidence-based interventions against competitive pressure and volatility in the banking industry. 

1.1. [bookmark: _Toc76075324]Objectives

· To identify the changes that were made after the Great Recession in the banking industry
· To establish different strategies for stabilising the banking industry. 
· To identify the impact of competitive pressure and volatility in the banking industry. 
· To identify causal factors for competitive pressure and volatility in the banking industry.
· To define the existing link between banks’ performance and competition. 

1.2. [bookmark: _Toc76075325]Research questions

· What strategies can regulators utilise in stabilising the banking sector? 
· What are the various competitive strategies?
· What is the type of competition in the banking industry?

The study is designed with a consideration that a strong evidence base is needed in stabilising the banking sector. In this regard, the study will add to the existing knowledge on competition and volatility in banking. Specifically, focusing on the UK banking industry will create an in-depth understanding of the problem. The study will allow professionals to comprehend the impact volatility and unhealthy competition has on the banking sector. The knowledge will help professionals to understand the significance of intervention efforts. The evidence gathered through this study will allow researchers to identify different causal factors for the problem. Understanding these factors will facilitate the creation of effective strategies for stabilising the banking sector and protecting the economy. 


2. [bookmark: _Toc76075326]Literature Review 

The global banking system started experiencing structural changes between 1970 and 1990. The structural changes occurring in the banking sector revolved around the substitution of conventional segmented systems with mixed banking systems. Basically, the segmented banking system facilitated the existence of different institutions with differentiated services, including securities trading, fund management, housing finance, life assurance, investment banking, and commercial banking (Bowen, et al., 1999). The segregated system created ease in regulating competition between players. However, mixed banking system and online banking platforms created challenges in regulating competition in the banking sector, which created challenges in promoting the stability of local and global financial systems. 
Today, local banks are facing intense competition pressure from foreign, local, and online banking institutions. Particularly, small scale UK merchant banks have experienced challenges in competing effectively with international banking institutions. The problem has started when exchange controls were removed in 1979 to facilitate the globalisation of the nation’s banking industry. The globalisation strategy allowed dominant multinational banking institutions to establish outlets in the United Kingdom. For instance, small scale UK banks were forced to compete with huge US banking institutions like Chase Manhattan and Citibank (Lodge & Williams, 2002). Huge US banks gained dominance in the major UK investment banking markets like syndicate lending and debt/equity issuance. In general, competition in the US banking industry escalated in the 1990s due to technological advancement and increased globalisation of firms.  Competitive pressure and rapid changes in the banking sector happening in the 1990s led to the collapse of major UK banking institutions.  
However, the unhealthy competition has allowed some local and international banks to enjoy high-profit margins. Dominant banking institutions in the UK market have relied on economies of scale in overcoming competitive pressure from small banks. The economies of scale enable these financial institutions to lower operating costs, which allow them to offer products and services at low prices to consumers. Operating in a perfectly competitive market allows large banking institutions to adopt prices that create a significant challenge for new entrants. In most cases, small banks experience challenges in offering low-cost products and services to clients, which inhibits their revenue or profit-making. Although the UK government allows banking institutions to enter the market freely, unfair competition from larger firms leads to their quick collapse. 
Increased competitive pressure among banking institutions has created challenges in meeting the needs of consumers in nations. Many banking institutions developed an obsession in creating competitive prices to gain competitive advantage. Creating extremely low prices for banking products and services has forced some players to neglect the quality standards. For instance, numerous international banking institutions operate in London, however most of them do not offer retail banking opportunities to local residents. Therefore, the unhealthy competition has prevented banks from meeting clients’ needs for specialised services and close relationship. Regulating competition is the only thing that UK government can improve which is the reliability of its banking industry. 
Technological development has created a huge transformation in the banking industry in UK and other nations globally. Technological innovation has revolutionised the ways banks manage their operations and serve their customers. For instance, centralised payment processing technological systems like Banking Automated Clearing System and Clearing House Automated Payments System have reduced the significance of cheques. The utilisation of automated teller machines (ATMs) and mobile banking application has reduced the utilisation of over-the-counter services. Currently, different payment card schemes compete fiercely against other players, including Visa versus Switch (debit cards) and Visa versus MasterCard (credit cards) (Lodge & Williams, 2002). Business organisations compete based on their abilities to provide secure, fast, and efficient payment systems. Generally, rapidly changing operational strategies and banking structures has created a huge challenge for banking institutions. Failure to invest in advanced technologies has led to the collapse of banking institutions. 
The high volatility and intense pressure in the banking industry have reduced the stability of the banking industry. The unhealthy competition in the industry has negatively affected different elements of the financial system, including financial assets pricing, payments, and credit allocation. The inefficiencies associated with their operational problems have hindered banking institutions from offering high-quality services to their clients (Lin, 2012). Notably, governments can overcome this problem through the utilisation of strategic response initiatives. The initiatives should focus on creating healthy competition among local and international players in the industry (Angelini & Cetorelli, 2003). The strategy can allow new entrants to thrive in the market and address the existing market niche. 
As a short conclusion, dynamism and competitive pressure in the banking industry increased tremendously after the 1990s. The changes occurring in the banking sector were triggered by technological advancement and globalisation trends. Unfair competition has created challenges in addressing the existing banking industry niche by blocking new entrants. Therefore, governments should adopt strategic initiatives to regulate competition, support small players, and improve service quality. 
3. [bookmark: _Toc76075327]Research Methodology

The research methodology section describes the approach that will be utilised in finding answers to the research questions. In this case, a qualitative study methodology will be utilised in gathering information and data about the competitive strategies and changes in the banking sector. A qualitative study will be utilised in conducting an in-depth investigation of this competitive pressure and volatility of the banking sector (Corbin & Strauss, 2014). In this research, a literature review will be conducted with credible and reliable materials to complement the information that will be obtained through the qualitative study method. 
Sample selection serves as a crucial step in the qualitative research process. The chosen sample size serves as an important determinant for the accuracy and uniqueness of results obtained in the study. The study will rely on selecting participants for the study, including bank managers, customers, and regulators. The participants of this qualitative study will be different bank customers. The study will utilise a small sample population since the qualitative study methodology utilises an inductive approach in addressing different issues. Particularly, the study will be limited to banking institutions operating within the United Kingdom. Individuals interested in participating in this study will be contacted through telephone, and email. 
Data collection serves as an important step in the research process. Important qualitative data collection tools that will be utilised in this study are financial documents, open-ended online surveys. The data gathering process will be conducted within three months to facilitate the implementation of the above-listed tools. 
The data analysis process involves the identification of important information within a collected bulk content. Information and data obtained through open-ended online surveys will be analysed through the elimination and reduction procedure. The procedure will be utilised in filtering away unnecessary and irrelevant information provided by the subjects. Moreover, textual description will be utilised in analysing information obtained through the financial documents analysis process.

Ethical Consideration
The study will be conducted based on ethical values of confidentiality and informed consent. The researcher will send voluntary informed consent forms to customers who will participate in online surveys. The researcher will offer participants confidentiality by utilising pseudonyms and deleting their actual names from the computer. The researcher will protect personal details about the participants, including names, age, home address, job positions, and places of work.   
[bookmark: _Toc76075328] Limitations
The study has various limitations that will be addressed in future studies. First, the study will explore the competition and volatility of UK banking industry. Secondly, the study will involve a limited participant population due to its qualitative characteristic. The strategy means that the methodology will focus on the depth but non the breadth of the issue. The breadth of the issue can only be captured through the quantitative study methodology. 
[bookmark: _Toc76075329] Conclusion 

The study will explore competitive pressure and dynamism issues affecting the banking industry. The study will utilise a qualitative methodology in meeting the objectives and answering the research questions. A quota sampling strategy will be utilised in getting volunteer participants. Participation in the study will be based on ethical values of confidentiality and informed consent. Data collection tools that will be utilised in the study include financial document analysis, open-ended online surveys. Finally, the study will be conducted within three months, whereby time constraints may reduce the depth of the study.

Bibliography

Angelini, P. & Cetorelli, N., 2003. The effects of regulatory reform on competition in the banking industry. Journal of money, credit and banking, pp. 663-684.
Bowen, A., Hoggarth, G. & Pain, D., 1999. The recent revolution of the UK banking industry and some implications for financial stability. The monetary and regulatory implications of changes in the banking industry, Volume 7, pp. 251-294.
Boyatzis, R. E., 1998. Transforming Qualitative Information. California: Sage.
Braun, V. & Clarke, V., 2006. Using thematic analysis in psychology. Qualitative reasearch in psychology, 3(2), pp. 77-101.
Corbin, J. & Strauss, A., 2014. Basics of qualitative research: Techniques and procedures for developing grounded theory. s.l.:Sage.
Fernandez, A. I., Gonzalez, F. & Suarez, N., 2016. Banking stability, competition and economic volatility. Journal of Financial Stability, Volume 22, pp. 101-120.
Lin, P. C., 2012. Banking industry volatility and growth. Journal of Macroeconomics, 34(4), pp. 1007-1019.
Lodge, O. & Williams, S., 2002. A review of UK Banking Industry. Centre for Policy Studies.
Tolich, M., 2009. The principle of caveat emptor: Confidentiality and informed consent as endemic ethical dilemmas in focus group research. Journal of Bioethical Inquiry, 6(1), pp. 99-108.








[bookmark: _Toc76075331]Appendix

Table 1: Gantt Chart: Competitive Strategies and Changes in the Banking Industry
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