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Abstract: The topicality of the research is stipulated by the lack of commonly accepted approaches and methods of
financial institutions’ competitiveness estimation. This impedes their effective development as an important element
of the financial markets infrastructure. The aim of the research is to develop an algorithm and a model of financial
institutions competitiveness estimation by improving existing methods in accordance with specifics of the financial
sector functioning. The main research method is the analysis of factors, determining the specifics of financial institu-
tions’ functioning, and their consideration in the competitiveness estimation model. The article presents the algo-
rithm and the model of financial institutions’ competitiveness estimation, taking into account the specifics of activi-
ties by financial products producers and selling them. The model is aimed to estimate objectively the level of finan-
cial institutions’ competitiveness by taking into account the factors of the development of the company environment

and the specifics of selling their financial products.
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1. INTRODUCTION

Rapid development tendencies, characteristic of financial
markets, determine the following vectors of the development
of the world’s financial architecture: the improvement and
construction of new interrelations between financial institu-
tions, financial market authorities, and international organi-
sations; the development of new cooperation forms and
rules; the improvement of the structure and forms of finan-
cial institutions’ functioning (Burinska et al., 2006). Within
this vector, to provide a sufficient level of financial institu-
tions” competitiveness is the most important factor of con-
tinuing an effective activity in the short and long terms.

The competitiveness is a certain generalising characteristic
that provides a comparative estimate of the research object
with respect to analogic objects on the basis of some scope
of factors and indicators. The competitiveness determines
business efficiency as compared to other companies within a
certain time period, taking into account current political,
economic, cultural and other characteristics of the macro-
environment. A constant analysis and an estimation of
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company’s competitiveness is a component of managerial
activities by a modern successful enterprise (Nitsenko et al.,
2020).

A financial sector has some specifics. The vast majority of
financial institutions perform rather important mediation
functions. In particular, banks, investment trusts, stock mar-
kets facilitate correcting skewness of a distribution of finan-
cial resources between funds owners and borrowers, accu-
mulate savings and invest them. If the financial sector does
not function well, the whole economic system functions bad.
Thus, the strategic aims of the financial sector development
are ensuring the stability and promoting competitiveness
(OCED Report, 2009). Similarly to the majority of the econ-
omy sectors, the advantages of the effective competitiveness
in the financial sector are the appearance of new financial
products, the satisfaction of a broader scope of customers’
needs, an increase in the quality of financial services, lower-
ing prices for financial products, which increases their avail-
ability (financial inclusion), the introduction of innovations,
etc. An optimal level of competitiveness is obligatory to
achieve the effective distribution and production (Rafay &
Farid, 2018).

The studies of competitiveness in the financial sphere
demonstrate considerable differences between countries in
the level of competitiveness, the lack of a close link between
the level of competitiveness and the level of financial system
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concentration. It means that financial systems of a liberal
type without considerable obstacles for free flow of capital
are more competitive (Claessens, 2009).

The technological development and rapid implementation of
digitalisation in order to “reanimate” the economic and fi-
nancial systems as a result of the Covid-19 pandemic change
the availability and accessibility to financial resources as
evidenced by an increase of the number of financial accounts
among the adult population in the developing countries up to
71% in 2021 (to put this in perspective, this indicator was
42% in 2011) (Demirglc-Kunt et al.,2022). The increase in
the demand of financial services and the form of their provi-
sion leads to the increased attention of financial institutions
to methods and forms of competitive struggles and the ap-
proaches to estimate their own competitiveness (Koval et al.,
2021).

The vast majority of methodological approaches to the defi-
nition of the economic agents’ competitiveness level em-
brace production companies, while the system of ratings,
developed by international organisations, presupposes a
complex estimation of business organisation in a country
based on the maximum available information on the eco-
nomic agents’ activities. In order to estimate the level of
financial institutions’ competitiveness, modified models are
used, which are often limited to the estimation of the com-
petitiveness of particular financial products on the market.
Apart from that, the specifics of financial institutions’ activi-
ties also require some special approaches to the estimation of
their productivity on the financial market.

2. MATERIALS AND METHODS

2.1. Research Methods

During the research, general scientific and special research
methods were used. When analyzing the tendencies for the
development of the world’s financial market, the methods of
logical generalization, grouping, ratio analysis, and math-
ematical statistics. With the help of statistical methods, the
estimation of current data on the development of particular
sectors of the financial sector was carried out. The methods
of analysis and synthesis, grouping of impact factors, the
description of the elements and components of a competi-
tiveness estimation model were used when studying the ap-
proaches to the estimation of financial institutions’ competi-
tiveness. The methods of logical generalization were applied
to formalize the obtained results and single out further lines
of research.

2.2. Research Base

The theoretical base for the research consists of scholarly
articles and analytical reports on the competitiveness estima-
tion in the financial sector in general, the specifics of carry-
ing out the competitiveness estimation in the financial sector,
establishing the interrelations between the level of competi-
tion and the financial sector development, and determining
the specifics of competitive struggle between financial insti-
tutions. The empirical base for the research is statistical data
on the development of the main segments of the word’s fi-
nancial environment as follows: the stock market, the bank-
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ing market, non-banking financial market services, the finan-
cial technologies market in 2016-2021.

2.3. Research Stages

The research was conducted in the following sequence: the
main tendencies for the development of the world’s financial
market regarding its main components such as the stock
market, the banking market, financial market services, the
financial technologies market were established, which al-
lowed to single out the main characteristic features of the
present-day financial markets (an increased attention to the
financial institutions’ stability, the implementation of digital
technologies, and the use of financial analytics); the next
step was to study the existing approaches and methods of
competitiveness estimation of financial institutions; thus, the
lack of standardized approaches and the fullest list of tools to
estimate the competitiveness level in a banking sector were
identified. Whereby, the need to develop an algorithm and a
model of competitiveness estimation of financial institutions
was determined as an effective instrument to increase their
productivity; at the final stage, the generalization of the ob-
tained results, upon which the algorithm and the model of
competitiveness estimation of financial institutions’ func-
tioning on the financial market in current setting were sug-
gested. The implementation of this model in the management
of financial institutions will facilitate an objective estimation
of the existing position as compared to the main rivals, the
detection of certain gaps and the development of efficient
plan in order to tackles them in the present-day competitive
environment.

3. RESULTS

3.1. The Main Tendencies on the Financial Market De-
velopment

The financial market is fast-paced, whereas its development
consists not only in increasing an overall volume of opera-
tions, but also in creating new instruments, services, institu-
tions, and segments. The current tendency for digitalization
of the economic and financial spheres plays a significant role
in this process. The global digitalization of the banking, in-
surance, and financial services markets is the most large-
scaled. According to the experts’ opinions (Adroit market
research, 2019), it will reach 121,7 billion USD till 2025.
Such current tendencies are attributed to the following two
factors: an increase in the number of smart-devices, the
spread of digital payments, the use of digital currencies and
tools; the cooperation of financial companies with forefront
information technologies companies (Google, Apple, IBM
ets.). While the first group of factors stipulates the growth in
demand for digital financial services, the second one helps
expand this list, cut operational costs, and provide high-
quality financial services 24/7 (Fig. 1).

Among the main innovation technologies that give an impe-
tus to the development of certain sectors of the financial
market and to a certain extent determine changes in the func-
tioning of financial institutions, there are cloud computing,
API platforms, instant payments, blockchain and digital fi-
nancial tools, the automation of robot processes, the use of
smart machines, artificial intelligence, and quantum compu-
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Fig. (1). Global market size estimates of new frontier technologies, USD billions.

Source: Technology and Innovation Report 2021, UNCTUD, 2021
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Fig. (2). Crypto Assets Outperform Traditional Macroeconomic Assets

Source: CointDesk 2021 Annual Crypto Review, 2022.

ting, the implementation of a augmented reality technology
(Kniazieva & Maryna, 2019). Nowadays, the dominant posi-
tions belong to cloud computing with 60% of the market,
which is attributed to a number of services offered by finan-
cial companies, namely: cloud services to exchange insur-
ance information, cloud-based payments on the basis of med-
ical insurance costs, financial services, cloud-based loan and
leasing services, profits management, invoicing services,
banking cloud services, etc.

At the same time, the rapid spread of other financial technol-
ogies such as artificial intelligence and blockchain suggests
the existence of the demand in the sector and the anticipation
of its sharp growth in the short run. The blockchain technol-
ogy is used to develop cryptocurrencies (bitcoin, dash, etc.),
quoting of which reaches the maximum on the world stock
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market (Fig. 2), while some countries (the USA, Canada,
Japan, Australia, etc.) already apply bitcoins for effecting
payments. Investors consider the cryptocurrencies to be re-
serve assets which is less risky and more rentable as com-
pared to securities. However, the growth of operations vol-
umes and investors’ attention to the cryptocurrencies have
not had a considerable negative impact on the stock market.

Significant fluctuations on the stock markets were caused by
the Covid-19 pandemic and the renewal of activities in later
periods. In the first half of 2022, the USA stock markets pos-
sessed almost 60% of the total value of global equities, while
the second biggest share belongs to Japan and the third one —
to the UK. The New York Stock Exchange continues to hold
the first position in the world with the market capitalization
of 25,8 trillion USD (according to Statista, as of June 2022).



920 Review of Economics and Finance, 2022, Vol. 20, No. 1

Fig. (3). Market capitalization of banking market, trillion euros.
Source: Data base of Statista, 2022.

The growing number of operations, the appearance of new
tools and their usage technologies testify to the dynamic de-
velopment of the stock markets. The risks minimization,
capital procurement in new forms, and excessive profit mak-
ing remain an impetus for the implementation of innova-
tions. Along with the emergence of new financial products,
new organization technologies of clearing, trading, access to
markets, and carrying-out of requirements.

Commercial banks are key elements of all financial systems
and the main financial institutions by their number. They
perform the main financial functions such as credit financ-
ing, deposit opening, investments, which stimulates the eco-
nomic growth. In 2021, the market capitalization of the
world’s banking sector was above 7,5 trillion euros (Fig. 3)
(Aizpun et al., ). Meanwhile, the market capitalization means
the value of the bank itself and does not characterize its as-
sets. Consequently, when studying the banking sector devel-
opment, the level of bank assets, deposits involved, and the
volume of granted credits with regards to terms and curren-
cies are analyzed.

According to sizes of assets, the Top-10 biggest banks in the
world with the assets of more than 2,5 trillion USD are the
following ones: the Industrial and Commercial Bank of Chi-
na (China, 5,54 trillion USD), China Construction Bank
Corporation (China, 4,76 trillion USD), the Agricultural
Bank of China (China, 4,58 trillion USD), the Bank of China
Ltd (China, 4,21 trillion USD), JPMorgan Chase Bank Na-
tional association (USA, 3,74 trillion USD), Mitsubishi UFJ
Financial Group Inc (Japan, 3,18 trillion USD), the Bank of
America National Association (USA, 3,17 trillion USD),
HSBC Holding pic (UK, 2,95 trillion USD), BNP Paribas
SA (France, 2,91 trillion USD), Credit Agricole SA (France,
2,67 trillion USD). At the same time, by the market capitali-
zation indicator, the fisrt place is occupied by JPMorgan
Chase Bank.

Central banks with the assets of more than 30,1 trillion USD
in 2020 helped eschew the aggravation of crisis in the finan-
cial sector due to the reasonable adapting control during
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Covid-19. The banking system stability is especially im-
portant in order to ensure functioning of the economy in cri-
ses, evidenced by the experience of 2008 and 2020. Accord-
ingly, norms and rules of banking sector functioning are es-
tablished internationally, for example, international standards
Basel, which facilitate increasing the banking sector stability.
Increasing requirements for the quality of the capital, assets,
and risks management constitute the criteria for the access to
the banking markets only for those institutions that fulfil
them completely.

Insurance is the biggest segment of non-banking financial
services. Insurance companies offer protection for legal and
natural persons, invest heavily through insurance reserves,
and constantly update a list of additional and auxiliary ser-
vices. In 2021, a medium level of the spread of insurance
was 9,4 % throughout the world. An increase in the demand
for insurance by 3,3 % in 2021 was caused by the Covid-19
pandemic. Against the background of rigid rates by commer-
cial lines, an increase in insurance proceeds by 10% is ex-
pected. It is also expected that the world’s insurance market
will reach 7 trillion USD till the end of 2022. The pandemic
fixed definitely positive changes in the insurance paradigm
(Swissre, 2021), based on boosting the awareness of risks
and ways to minimize them by the insurance. Global contri-
butions to life insurance has increased by 1,9 %, while con-
tributions to other, non-life types of insurance has grown by
1,7 %, regardless of the quarantine restrictions (Fig. 4). The
USA, China, Japan, the UK, and Germany remain the big-
gest insurance markets by the volume of contributions. Apart
from that, the market development is characterized by two
main trends such as: customers feel insufficient level of safe-
ty and seek to buy the extended insurance coverage, regard-
less of a high level of volatility. The change of the means of
insurance services delivery, the need to consider cyber-
threats and ensure online banking transactions have become
new challenges for insurance companies. Apart from that,
the insurance market is replenished with non-traditional par-
ticipants, which come into the consumer credit market and
become business rivals for the companies already working in
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Fig. (4). Insurance market premium growth.
Source: Swiss Re Institute, 2021.

the sphere, and non-traditional insurance markets. For exam-
ple, cyber-insurance has become popular and widespread.

The financial analytics market has also been increasing,
which is a base for effective functioning of the financial sec-
tor and economic agents. When planning financial work and
budgeting, the shift of emphasis on the minimization of ex-
penditure, an increase in the number of technological solu-
tions to solve financial problems and information products in
the financial sphere, an increase of the awareness of the pos-
sibilities to obtain profits from the financial analytics are the
main factors of this segment growth. Companies use the fi-
nancial analytics decisions in order to boost key performance
indicators, the profitability level, improve the resources
management, strategic and operative planning. The financial
analytics product allows to distinguish key performance in-
dicators and foster the efforts to increase profits and produc-
tivity. Financial companies, which provides financial analyt-
ics services, pay considerable attention to a customer satis-
faction level and try to apply forefront analytical decisions to
present the broadest possible scope of information. The main
analytics provider on the financial analytics market are the
following companies: Oracle (USA), IBM (USA), Teradata
(USA), TIBCO Software (USA), SAP (Germany), SAS In-
stitute (USA), Alteryx (USA), Qlik (USA), FICO (USA),
GoodData (USA), Birst (USA), Google (USA), Information
Builders (USA), Zoho Corporation (USA), and Domo
(USA). According to analysts’ estimation, its volume will
reach 11,4 billion USD.

3.2. Approaches to Estimate Financial Institutions’ Com-
petitiveness

Within a simplified approach, the institution competitive-
ness, regardless of its sphere, can be defined by the correla-
tion between a certain individual parameter and a reference
value (maximum, minimum, optimal, the best one) (Kole-
snik, 2017). The individual parameter of competitiveness
estimation is calculated by the formula (1):
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where k; — an individual index of competitiveness by an i-m
parameter (i = 1, ..., n); A; — a parameter value of an i-
parameter of the financial institution; Ajo) — a reference val-
ue of an i-parameter.

When applied, in order to estimate the institutions’ competi-
tiveness, not one but several parameters-indexes are used.
Therefore, they are they are estimated by the degree of im-
portance of the individual parameter in order to calculate the
competitiveness index (2):

Kg=Xiiki-W; 2
where Kq — a group index of competitiveness, W, — the level
of significance of i-parameter within the set of n-indexes
(ZWi = 1).

There are approaches to estimate a financial institution’s
competitiveness by calculating a complex financial ratio
(Halyts, 2007). This method also involves the calculation of
a number of competitiveness ratios for certain indexes (3):

R J(1—x1;}2+{1—x2j}2+---+(1—xnn-;}2
’ : (3)

where R; — a competitiveness ratio for an i-parameter; k — a
number of analyzed periods of time; x;; — financial indicators
(i): assets, bank liabilities, owner’s capital, selected to study
financial institutions (j).

Calculated by the formula (3), the competitiveness ratio is
located from 0 to 1 (0 < R;j< 1), when the lover the ratio, the
higher the competitiveness level of a financial institution by
a particular i-parameter among the selected financial institu-
tions. The major disadvantage of this method is taking into
account exclusively financial indicators of a financial institu-
tion’s activity.
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The approach to estimate the competitiveness on the basis of
a complex of indicators, that is, indicators of competitiveness
(Miroshnychenko, 2009): services attractiveness indicators;
attractiveness rating; indicators of competitive environment
and motivation of determining five biggest business rivals; a
service price level; the principles of pricing policy optimiza-
tion. In particular, competitiveness of a certain service pro-
vided by the financial institution is recommended to estab-
lish by the model (4):

P, = f(Im Ny, D) (4)

where |, — a financial institution’s public image; N, — a fi-
nancial institution’s pricing policy; D — the availability of a
service to customers.

The advantage of this method is the fact that it allows to ob-
tain a numeric value of competitiveness of a certain service
provided by the financial institution. On the other hand, its
disadvantage is the need to calculate a financial institution’s
public image exclusively by experts and compare the ob-
tained value with a certain reference one.

The competitiveness estimation of financial institutions is
possible on the basis of matrix approach (Parasii-
Verhunenko, 2008). Relative indicators are used to build the
matrix as follows: a relative market share level; a relative
asset income level; relative growth rate of both indicators, on
the basis of which the matrix 4x4, which has 16 cells, is con-
structed. A developed competitive characteristic is suggested
for each cell. The determination of the cell is carried out as
follows: if the indicator for a specific setting of the average
value for the formed group is overstated, the code "1" is set,
if not, the code is "0". The coding is carried out in the fol-
lowing sequence: a relative market share level — a relative
market share growth rate compared to the average industry
growth rate — relative asset income level — relative asset
income growth rate compared to the average industry asset
growth rate. The matrix analysis of competitiveness allows
to expand the limits of the spatial representation of infor-
mation, which considerably complements the coefficient
analysis and strengthens the position of the financial institu-
tion in developing strategic goals to increase the productivity
of its activity on the market.

Five components of the model for estimating the competi-
tiveness of commercial banks (Sitnikova, ets, 2021) can be
applied to other groups of financial companies. It envisages
calculation of the following groups of indicators: asset quali-
ty, capital adequacy, liquidity indicators, indicators of activi-
ty intensity, indicators of activity risk. Each group of indica-
tors is represented by a number of indicators that allow to
calculate the integral competitiveness index of the institu-
tion. However, the shortcomings of this model are its orien-
tation on internal financial performance indicators and the
need to calculate different weights of integral index compo-
nents for different groups of financial institutions.

Given that in many economic theories, the competitiveness
is closely related to profitability of activity. However, in the
sphere of financial services it is sometimes rather difficult to
determine the cost of financial product. In research carried
out by Bikkera and Spierdijkb (2009), the adaptation of
"price-cost margin" (PCM) approach to the activity of finan-
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cial institutions (in particular banks and insurance compa-
nies) is suggested (5):

PCM = HHI-PED - (1 +CV) 5)
where PCM — HHI — Herfindahl-Hirschman index, which
reflects the competitiveness level in the financial sector;
PED - price elasticity of demand; CV — a Coefficient of Var-
iation, that is, expectations of the financial institution regard-
ing the reaction of business rivals to changes in volumes or
prices. In practice, the coefficient of variation is quite diffi-
cult to estimate accurately. Therefore, the proposed model
for estimating the competitiveness of financial institutions
needs further elaboration.

The competitiveness of financial institutions can also be as-
sessed by rating systems. The CAMELS system is a fairly
common rating developed for banking institutions by the US
Federal Reserve System in cooperation with federal agen-
cies, which is now widely applied and implemented in do-
mestic legislation for banking supervision. The main compo-
nents of the estimation are represented by the following six
blocks: capital adequacy (C), assets quality (A), management
(M), earnings (E), liquidity (L), sensitivity to market risk (S).
The estimation can also be used to assess the reliability of
financial companies operating in other sectors of the finan-
cial sector. The financial institution is given a quantitative
evaluation based on the analysis of all components, with "1"
being the highest value and "5" being the lowest one. The
complex estimation is based on the received rating estimates
of its components. This technique allows to assess the level
of stability and reliability of the financial institution qualita-
tively, but it does not take into account all possible aspects,
which influence on the competitiveness of financial institu-
tions in the modern financial environment.

3.3. The Algorithm and the Model of Competitiveness
Estimation of Financial Institutions

The current methodological approaches to estimating the
competitiveness of financial institutions do not cover all as-
pects of their functioning. So, the development of a step-by-
step algorithm and model of competitiveness estimation will
allow financial market entities to carry out continuous as-
sessment of their positions in a specific segment of the fi-
nancial market, strengthen and improve existing positions.

The competitiveness estimation algorithm can be presented
in the form of a cyclic repetition of a certain set of actions,
with intermediate results at certain stages and results in the
form of competitiveness estimation in a certain time interval
(Fig. 5). Moreover, some processes can be transferred to
automatic calculation with the data update according to the
established interval, and certain operations can be carried out
with the help of experts or company management.

The first stage is to define the sphere or sector of the compa-
ny’s activity. As of today, financial companies try to signifi-
cantly expand the list of possible financial services offered to
clients, and if possible they are even trying to diversify them.
Indeed, the availability of auxiliary services is an additional
parameter, which increases the competitive position of the
company among rivals. However, for an exact estimation it
is necessary to determine the specific segment of the finan-
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cial market within which the competitiveness of the compa-
ny will be assessed.

The second stage defines the method and approach to com-
petitiveness estimation. The approach is to automatically or
manually process the data and to form an effective estima-
tion. The approach to estimation depends on the source of
the information, the frequency of the data update, and the
time for analysis. In particular, the speed of data acquisition
and processing is important for stock market participants,
which significantly affects the effectiveness of certain deci-
sions and consequently affects the competitiveness of the
company. The method of calculating the competitiveness
index is a starting point for forming a set of indicators to be
used for estimation.

The next stage is to define the integral indicator, its structural
components and methods of their calculation. The formation
of key competitive indicators for the financial institution is a
very important stage of the estimation, as it allows to cover
all the components of the functioning that have an impact on
the company's performance. After determining the compo-
nents of the generalized indicator, it is necessary to deter-
mine the methods of their calculation (in the absence of gen-
erally accepted approaches or formulas), the scale of the es-
timation and the methods of normalization. When estimating
certain components of competitiveness, it is appropriate to
use scores, Boolean variables, an expert evaluation method,
etc. When developing a system of indicators, attention
should be paid to the availability and relevance of data for
the competitiveness estimation.

Financial
Market /‘

Sector

v

Determination of the
integral indicator of

competitiveness
i adjustment of

the scorecard

key indicators
standardization of indicators
competitive environment

A

Calculating the
competitiveness index

Making management decisions

Fig. (5). Algorithm of competitiveness estimation of financial insti-
tutions.

When assessing the competitive position of a financial insti-
tution on a certain market segment, it is important to correct-
ly form the “competitive environment”. Apart from that, the
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choice of the main competitive institutions with which the
comparative evaluation will be conducted should be justified
and correspond to the level of development of the financial
institution itself, its segment of activity, etc.

The calculation of the overall competitiveness index of the
financial institution according to the formed methodology
and the analysis of the results obtained are the most technical
processes. On the basis of the estimation received, the man-
agement of the financial institution has an opportunity to
adjust the current and strategic development plans in order to
improve their positions in a specific segment of the financial
market.

The continuity of the process of competitiveness estimation
consists not only in a periodic calculation of key indicators,
but also in the adjustment of the indicator system according
to changing conditions of the market such as changes of leg-
islation or the establishment of certain restrictions, appear-
ance of new forms or methods of operations, etc.

When constructing the competitiveness estimation model in
the financial sector, the authors of the research identify some
important components as follows: efficiency, size, IT, re-
source management (Yokoi-Arai, Yoshino, 2006); infor-
mation and computer technologies (Asongu, Nnanna, 2018);
the level of industry concentration (Shirinian, Shirinian,
2019), the components of the Financial Market Development
Group, according to the methodology of calculating the
global competitiveness index of the World Economic Forum
countries; financial indicators of the stability of the financial
institution (Halyts, 2007; Parasii-Verhunenko, 2008; Sit-
nikova, ets, 2021). The generalization of existing studies
provided an opportunity to form the following complex of
the main groups-indicators of financial institutions’ competi-
tiveness (C)): Finance (F), Structure (S), Management (M),
Technology (T), Information (lns), Innovation (1), Risk (R),
Market (Mt):

C;=f(F,5,M,T, Inf,Iﬂ,R,Mt)_)maX (6)
The largest in number is the group of Finance indicators,
which includes indicators of capital adequacy and quality,
assets, reserves, liquidity, profitability, the structure of reve-
nues and expenditures. In this group there should be the indi-
cators on which the following indicators are evaluated: effi-
ciency and timeliness of decisions regarding the provision of
sufficient funds, stability of their attraction, the possibility of
diversification of liquidity financing sources; profitability,
the dynamics of structural components of incomes and ex-
penses, the quality of the structure and sufficiency of incom-
ing financial flows, budget and financial planning and con-
trol; the share of non-standard, negative and “problematic”
assets in the structure of assets, efficiency of credit portfolio
management, the quality and the level of formed reserves
and insider operations; the volume of regulatory capital ac-
cording to the basic types of activity and operations, ap-
proaches to formation of own capital, dividend policy, access
to capital markets, etc.

The Structure group of indicators contains indicators of a
management structure, a number of structural and functional
subdivisions, separate structures, self-service terminals, mo-
bile applications, website, etc. Management indicators are
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management approaches, personnel management methods,
available financial resources, and information.

The components of the Technology block are the develop-
ment and availability of technological solutions for a specific
market segment, the availability of modern computer-
information systems and software for operational activities,
the volume of capital investment in the development of fi-
nancial products implementation technologies. Innovation
characterizes the degree innovation activity financing, the
development and the use of innovative financial products,
services, and technologies.

The Information group provides indicators that describe the
availability, completeness and timeliness of information for
rapid decision-making. This group of indicators should also
include the degree of awareness (financial awareness of the
population, propensity to consume a particular type of ser-
vices). These questions do not arise when the competitive-
ness of banks is assessed, but this indicator is significant in
determining competitiveness for financial intermediaries on
the stock market. For example, nearly 60% of the adult
population of the United States owns shares, while for East-
ern Europe this figure is below 30%. In general, this criterion
may be seen as “the propensity of current clients to consume
the company’s other financial services”. This block may also
include indicators of the public image and social orientation
of the financial institution, which also influence its competi-
tiveness.

The Risk group provides a calculation of the indicators that
characterize the quality of the existing risk management sys-
tem, risk management policies, assess the capacity of the
institution to identify, assess and control financial risks on
time, allow to carry out the investigation of the sensitivity of
proceeds / capital / assets to the impact of financial risks, the
availability and the effectiveness of financial risk limits, etc.

Market characterizes the set of factors of the external envi-
ronment in which the financial institution operates such as a
size of the market sector, a degree of concentration and satu-
ration of the sector, conditions of access to the market (li-
censing of activity, requirements to the property structure,
volume of authorized capital, etc.), the integration of the
segment into the relevant sector of the world financial mar-
ket.

Taking into account different aspects of competitiveness will
allow to get more objective estimation. The next step to the
solution of the question of the financial institutions’ competi-
tiveness is to determine the weights factors for the proposed
model based on the study of the functioning of financial
companies within certain segments of financial markets in
different countries.

4. DISCUSSION

The competitiveness is a rather multi-dimensional category
used to characterize different positive aspects of activity not
only of economic entities, financial institutions, households,
but also of separate sectors of economy, regions and coun-
tries. In the study of the category of competitiveness of dif-
ferent objects, the common feature is determination of the
complex characteristics of the object in relation to other par-
ticipants of the specified segment. In the economic sphere,
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competition is considered in the context of ensuring greater
productivity of economic entities compared to similar eco-
nomic entities.

In the financial sphere, the competitiveness has its character-
istic features, which are conditioned by the specific devel-
opment and functioning of the industry, the current trends of
globalization of the world financial space, the growth of
“digitalization” on the basis of rapid spread of various in-
formation technologies over all spheres of life. Current re-
search on the issues of competitiveness measurement and its
characteristics in the financial sector shows that small banks
are more competitive than large ones, while the large market
concentration and savings enable large banks to offer a wider
range of services (Rafay, Farid, 2018).

The available competitiveness studies in the financial sector
cover the banking sector in most cases. Thus, the vast major-
ity of the presented approaches to competitiveness estimation
are bank-oriented and presented by models to estimate the
stability and reliability of the institution, which is only one
aspect of competitiveness, leaving aside such important
characteristics as the institution’s public image, a list of ser-
vices, a network of representative offices (access points),
social responsibility etc. However, the growth rate of other
segments of the financial market, the expansion of opportu-
nities for realization of certain types of financial products for
certain financial institutions envisage the necessity of re-
search of competitiveness in other spheres, except for a
banking activity.

The analysis of existing approaches allowed to identify the
main components of the competitiveness estimation algo-
rithm, which can be used to study the productivity of any
financial institution, regardless of the financial sector in
which it operates. The algorithm presupposes the allocation
of key performance indicators by blocks of Finance, Struc-
ture, Management, Technology, Information, Innovation,
Risk, and Market, followed by the indicators calculation and
the comprehensive estimation of the institution’s competi-
tiveness. The use of the model allows to cover different
components of competitiveness, place the focus on key vec-
tors for a specific sector of the financial system, and identify
the priority areas for solving the problem of achieving the
company's best performance on the market in comparison
with its rivals.

5. CONCLUSION

At the level of retail consumption of financial products, the
competition is characterized by the possibility for the client
to easily change the supplier. Such changes are aimed at
finding better conditions for clients and encourage financial
institutions to introduce more efficient processes (services,
requests processing, information, etc.), the minimization of
expenses, the reduction of prices for services, the expansion
of the list of goods and services, and the achievement of the
best positions in the battle for customers. The effective com-
petition, together with stability, is a priority for the develop-
ment of the financial system.

In this article, the analysis of the world financial market al-
lows to distinguish the main tendencies of its development as
follows: the growth of quantity and volume of stock market
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instruments, strengthening of the role of financial technolo-
gies in all segments and spheres of the financial system, the
development of auxiliary financial services, in particular the
financial analytics. The banking services market keeps the
position of the leader in relation to other financial services,
although the result of overcoming the Covid-19 crisis has
become a significant increase in demand for insurance ser-
vices, in particular, life insurance. Another pandemic-related
trend is the pervasive digitization of the financial sector, that
is, the growth of a number of gadgets, the introduction of
digital payments and electronic signatures, and the growing
demand for digital currencies.

In the context of the dynamic development of the competi-
tive environment, an objective estimation of the productivity
level of the financial institution and the identification of
competitive advantages in comparison with providers of sim-
ilar financial services is quite important. The article studies
the approaches to the competitiveness estimation of the fi-
nancial institutions without the involvement of the specific
sector in their functioning on the financial market and at-
tempts to build a model of competitiveness estimation taking
into account its various components. The developed assump-
tion about the constituent blocks of the general competitive-
ness index of the financial institution is the first stage and the
basis for further discussion and research of the competitive-
ness components on financial markets.
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