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BAHKOBCKOM KOHKYPEHIIMM HA PBIHKE ®UHAHCOBBIX YCJIYT

Within the article, modern approaches to the interpretation of defining the essence of the concept of “banking competi-
tion" was provided and the author's definition of the above category was proposed. In addition, a comparative analysis of
banks and their main competitors in the financial services market, which are non-bank financial (insurance companies, cred-
it unions, pawnshops, leasing companies, pension funds, etc.) and non-financial institutions (post offices, construction com-
panies, etc.) were conducted. On the basis of scientific sources peculiarities of banking competition in the present conditions
were determined.
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YV meoicax cmammi posensamnymo cyuachi nioxoou 0o maymayenus CymHOCmi NOHAMMs «OAHKIBCLKA KOHKYPEHYIs» ma
3aNpPONOHOBAHO ABMOPCLKe BUHAUEHHS QU eBKa3anoi kamezopii. Kpim mozo, nposedeno nopisnanvhuii ananiz baunxie ma ix
OCHOGHUX KOHKYPEHMI8 HaA PUHKY (QiHAHCO8UX NOCIYe, AKUMU BUCIYNAIOMb HEOAHKIBCLKI (IHAHCOBI (cmpaxosi KoMnaHwii,
KpeOummi CRiiku, 1omMoapou, nizuncosi Komnamii, nencitini ponou ma in.) ma neginancogi ycmanogu (nowmosi giooinenns,
6yoisenvhi komnanii ma in.). Ha niocmagi docniodicenns Haykosux 0dicepen GU3HAYEeHO 0coOnU8oCmi OAHKIBCbKOI KOHKYDeH-
yii' 8 yMogax cb02o0eHHsl.

Knrouosi cnosa: cyneprnuymeo; konkypenyis, OAHKIGCbKA KOHKYPeHYis, KoMepyilinull 6anKk, HebanKiecbka ycmanosa.

B pamkax cmamuvu paccmompensi cogpemertbie no0Xo0bl K MOIAKOSAHUIO CYWHOCY NOHAMUA «OAHKOBCKASA KOHKYDeH-
YUy U NPeodNiodCeHo asmopcKoe onpedeiierue gblueykasannol kamezopuu. Kpome mozo, npogeden cpasnumenvHulii aHanus
0aHKO8 U UX OCHOBHLIX KOHKYDEHMO8 HA PbIHKe (QUHAHCOBLIX YCye, KOMOPLIMU BbICIYNAION HeOAHKOBCKUE PUHAHCOBbIE
(cmpaxoguvle KOMRAHUU, KPEOUMmHble COI03bl, TOMOAPObL, TU3UH20Bble KOMNAHUU, NEHCUOHHBLE POHObL U OP.) U HeGUHAHCOBbLE
yupexcoenus (noumogvle Omoenenus, Cmpoumenvuvle Komnanuu u op.). Ha ocnosanuu uccnedosanus HayuHblx UCHOYHUKOS
onpeoenensbl 0COOEHHOCMU OAHKOBCKOU KOHKYPEHYUU @ CE2OOHSUHUX YCTIOBUSIX.

Knioueswvie cnosa: conepnuuecmeo; Konkypenyus; 6AHKOBCKAS KOHKYPEHYUA, KomMMepuecKull Oauk, nebaHKo8cKasl
opeanuzayusl.

Statement of the problem. In the context of globalization and liberalization of the
financial sector there is a tendency of increasing competition between economic entities. The
particular relevance of this problem is for banking institutions, due to their leading positions
in the financial services market. Therefore, for banks to develop special methods and means
of preserving their place in the market or conquering its new segments, there is a need for fur-
ther research on the essence and features of banking competition.

The analysis of the recent publications and research. The main theoretical aspects of
banking competition are reflected in the scientific works of Yu. I. Korobov, S. M. Boiko,
O. V. Dubovyk, A.V.Nikitin, G. O. Samoylov, A. G. Bachalov etc. Certain aspects of
competitive relations in the banking sector are considered in the scientific works of such
scientists as: M. E. Liuzniak, D. A. Mizgulin, L. 1. Fedulova, 1. P. Voloshchuk, O. V. Vasiu-
renko and others.

Selection of previously unsettled parts of the general problem. Paying tribute to the
works of these and other scientists, it should be noted that in the economic science is still
debating the concept of “Bank competition” and not enough attention is paid to the complex
analysis system of competitive relations in the financial services market.
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The aim of the article is to study theoretical approaches to the definition of the essence
of banking competition and identify its features in modern conditions of development of fi-
nancial services market.

Ground of scientific results. A kind of competition in a market economy is banking
competition. That is why most of the fundamental principles formulated by the authors of the
works devoted to the competitive struggle in commodity relations can be transferred to the
study of the essence of banking competition [3, p. 14]. In the domestic banking system,
competitive relations are primarily regulated by the Law of Ukraine “On banks and banking
activity” (article 53, 55, 56) of 7 December 2000 Ne2121-IIT [9], but the focus is not on
competition itself, but on the bank’s client.

Research of scientific and methodological approaches to the definition of the concept of
“banking competition” indicates its complexity and ambiguity, and allows us to assert that
there is no common understanding of the content of this category (Table 1).

Table 1
Interpretation of the concept of “banking competition”

Elements of the definition of the concept of “banking competition”

[2,c. 9]

rivalry

banking market

Auth
uthor content subjects object
O. V. Dubov, excelient competiive
S. M. Boiko P . .. attracting the most attractive
advantages of own economic entities
M. A. Vozniuk DT . consumer segments
institution and its
T. D. Hirchenko [4, c. 171]
products are created
A. V. Nikitin, . .. ..
commercial banks | acquiring and retaining customers
H. P. Bortnikov, . . "
economic rivalry and other lending | on the most favorable conditions of
A. V. Fedorchenko L o .
[6, c. 97] institutions realization of financial products
D. A. Mizgulin competition banking institutions general cond}tlons fqr providing
[4, c. 12] banking services
Yu. I. Korobov dynamic process of subjects of the

strong market position

G. O. Samoylov,
A. G. Bachalov [11, c. 29]

dynamic process of
rivalry

commercial banks,

credit institutions

and other financial
organizations

strong position in the market of
loans and banking services also in
the alternative new markets of
substitute services

L. I. Fedulova,
1. P. Voloshchuk [12, c. 24]

dynamic process of
rivalry

subjects of the
banking market

achieving the same goal

A. E. Przhanova [7, c. 6]

dynamic process of

commercial banks
and other lending

establishment of prices and volume
of offer for banking services;

formation of prices and volume of
demand for credit resources;

N. P. Pohorelenko [1, c. 22]

rivalry institutions providing a reliable position in the
market of loans and banking
services
0. V. Vasiurenko, . using of resources of contractors
desire banks

operating in one market segment

Source: created by authors.

After analyzing the data of Table 1, we can make the following conclusions: firstly, all the
interpretation of the definition of “banking competition” defines it as a process; secondly, in
most of the above definitions, it is emphasized that banking competition takes place not only
between banks but also other financial and credit institutions; thirdly, when defining banking
competition, attention is focused on rivalry (struggle).

Summing up the aforesaid, in the context of banking competition we suggest to
understand as dynamic process of rivalry of banks among themselves and with other non-
bank financial and non-financial institutions in the course of which they seek to ensure strong
position in the financial services market by satisfying the economic needs of clients.
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Each of the participants in the banking competition in the process of realization identical
products has its own competitive advantages (Table 2).

Table 2
Comparative characteristics of banks and their main competitors

Alternative Name of Advantages of non-bank
. Advantages of banks ORI
structures products/services institutions
Non-bank financial institutions
1) availability of Deposit Guarantee
Fund;
raising funds; . 2) a wide range of deposit programs; 1) flexible financial schemes:
Insurance investing; lending to |3) a borrower may be any individual s
. e ) . 2) an individual approach to
companies individuals; asset who meets the requirements of a sepa-

each client

Credit unions

management rate credit program, while in life insur-
ance companies only citizens-insurers
are potential borrowers
1) availability of Deposit Guarantee
raising funds; Fund;

consumer lending;

issuing guarantees/
sureties;

asset management

2) the possibility of lending for signifi-
cant amounts;

3) a wide range of credit programs;

4) an extensive network of banking
institutions

1) high deposit rates;
2) simplified lending proce-
dure

1) the possibility of lending for
significant amounts;

1) simplified lending
procedure;

Pawn shops consumer lending 2) the opportunity to receive a blank | 2) rapid clearance of loans;
loan; 3) less risky activity;
3) lower cost of credit operations 4) flexible work schedule
Leasmg. business financing 1) lower cost of credit 1) flexible financial schemes
companies

Pension funds

raising funds;
transactions in the

1) availability of Deposit Guarantee
Fund;

1) flexible financial schemes;
2) tax privileges;

stock market 2) investments diversification 3) reliability
F1nanc1gl consumer lending 1) transparency; 1) simplified lending
companies 2) greater trust procedure

mediation in 1) stable income during the deposit 1) professional level,
Investment . . . . . .

investments; asset period; 2) investments diversification;
funds . . .

management 2) the presence of significant resources | 3) higher income

. f: ing; . .
Factoring .actc.mng, 1) a wide range of additional related L
) issuing guarantees/ . 1) simplified procedure

companies . services

sureties
Trust 1) narrow specialization;

. trust services there are no competitive advantages 2) the presence of skilled
companies
workers
Non-bank non-financial institutions
money transfers; 1) simplicity; b rellablllty. and trust;
o . . 2) an extensive branch

Post offices payment of utility 2) automatic payment of your utility network:

bills bills: water, gas and other services > .. .

3) an attractive pricing policy

Construction raising funds; 1) reliabilit 1) lower cost;
companies investment y 2) flexible financial schemes

Source: summarized by authors based on sources [3, c. 19-20; 6, c. 102—103].

After analyzing the data of Table 1, it should be noted that the most acute competition be-
tween banks and non-bank institutions is observed in the field of lending and savings. In this
case, the main advantages of non-bank institutions are flexible financial schemes and simpli-
fied procedures for conducting operations. Despite this, leading positions remain for banks.
Banks are the only financial institutions in Ukraine that are able to carry out large-scale fi-
nancing the economy unlike the non-banking financial sector that does not have such a re-
source base. In addition, the bank is a financial institution that provides the widest range of
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financial services. Others are specialized agencies that perform only a limited range of

financial services, depending on their legal status and the availability of licenses [3, c. 18].
Secondly, banks are distinguished from other financial institutions by the protection level of
clients’ interests, that is ensured through Deposit Guarantee Fund.

Today, cooperation between banks and non-bank financial institutions is the most popular.
In this cooperation bank and financial company (often insurance) enter into a partnership
agreement on joint agent sales of their services (for example, the financial group OTP Group).
The basis of activity of JSC “OTP Bank™ is the provision of standard banking services (cash
and settlement services; lending; deposit and current accounts; plastic cards; online services).
However, within the framework of cooperation with the asset management company “OTP
Capital”, which controls 7 public investment funds, 2 venture funds and an open-ended non-
state pension fund “OTP Pension”, the bank also provides investment services. The leasing
services of JSC “OTP Bank” are conducted in close cooperation with the leasing company
“OTP Leasing”, where the main field of activity is provision of long-term financial and
operational leasing. The company is actively cooperating with both large and medium
corporate business. “OTP Leasing” is financing: leasing of commercial vehicles; leasing of
machinery and equipment; leasing of used cars; leaseback.

We consider it expedient to identify the following features of banking competition:

1. Banking competition, like most modern economic processes, tends to globalization. As
a result, banks in developed countries aspire to foreign expansion in the form of participation
in the capital of foreign banks, through direct and portfolio investments, opening branches etc.

2. Liberalization of state regulation of banking activity. It is traced the removal of
restrictions on the implementation of individual financial transactions by banks, eliminating
barriers of foreign banks penetration on the domestic financial market.

3. The tendency towards universalization of banking activity. As of 01.09.2017, 88 banks
operate in Ukraine [7] and only 2 of them are specialized, namely savings. In accordance with
the Resolution of the National Bank of Ukraine “On Approval of the Instruction on the Pro-
cedure for Regulating Bank Activities in Ukraine” of 28 August 2001 Ne 368 [10] the bank
shall acquire the status of specialized savings bank if more than 50 percent of its liabilities
represent household deposits (regardless of the type of assets). In particular, these are state-
owned banks such as PJSC “Oschadbank” and PJSC “PrivatBank™. Thus, most banking
institutions are universal and carry out a wide range of banking operations and services.

4. Increasing the level of concentration of banking business, which, on the one hand,
contributes to the growth of the efficiency and power of the banking market, and on the other
hand, may lead to the formation of an oligopoly or a monopoly.

5. The latest banking technologies are actively implemented in the banking system. This
technologies have a “strategic effect” on the growth of the client base, reducing the cost of
banking operations with the optimal level of operational risk and operating costs.

These features, both collectively and individually, have a significant impact on the
intensification of competition in the banking sector. And this, in turn, stimulates the use of
various tools to increase the competitiveness of individual banks.

Conclusions and suggestions. The critical analysis of approaches of scientists to the
definition of the concept “banking competition” allows to consider it as a dynamic process of
rivalry of banks among themselves and with other non-bank financial and non-financial
institutions in the course of which they seek to ensure strong position in the financial services
market by satisfying the economic needs of clients. The globalization processes, the processes
of liberalization of state regulation of banking activities, and also the inclusion in the
economic competition of non-bank financial and non-financial institutions whose main
activity is not related to the implementation of banking operations has a significant impact on
the quality of the data of competitive relations.
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