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5.4 Modern financial technologies as a factor in providing transparency in the
conditions of digitalization of the economy

Recently, modern technological solutions, which are the result of the total
digitalization of the economy and society, are becoming more and more widespread in
the financial sphere. The use of such technologies can significantly increase the level
of publicity and transparency of financial relations. The market of financial
technologies is divided into sectors, the number of which varies. Most services in this
market are provided by financial companies, but there are a number of exceptions. The
variety of services is growing rapidly. The main directions of market development are
high investments in the development of financial technologies, reducing the share of
the banking sector, blurring the boundaries between sectors, reducing the number of
intermediaries in the financial market, increasing NBU regulation, transforming
services into complex products, minimizing time to obtain services, clear interfaces of
software products and the possibility of obtaining them on-line, which led to the
formation of the eco-system of FinTech.

The rapid development of technology affects all spheres of public life, the
financial services sector is no exception. Financial technologies are making radical
changes in the development of the financial market, and FinTech companies are
becoming partners and sometimes even competitors of traditional financial institutions.
Banks are now closely monitoring the performance and development of financial
startups, many of which are trying to work with them to gain access to technologies
that could potentially make banks less competitive. There are prospects for the
development of financial technologies outside the lending and payments sectors. For
example, asset management consultants are now gaining proliferation. They manage
private capital automatically. There are now many startups around the world, such as
FutureAdvisor, Wealthfront in the US, Wealth Horizon in the UK, and
Moneyvane.com in Switzerland.

The continuous process of qualitative structural changes in the financial system

due to digital modernization has led to a significant reassessment of economic values
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on the principles of innovative technologies, which has significantly affected the range
of financial products and services by traditional market participants and contributed to
the emergence of new types of financial services. Thus, we can highlight the
importance of studying the development of technological change in financial systems,
in particular the assessment of the development of financial technology in modern
foreign and domestic practice.

The very concept of «FinTech» (Financial Technology) emerged relatively
recently. FinTech includes various projects that in one way or another involve the
development and implementation of innovative technologies in the financial sector (the
main focus of such startups is to improve the efficiency of banks and the financial
system as a whole). These innovations can be both technological, organizational,
product, and even mixed.

FinTech can be attributed to the use of technology to provide financial solutions.
FinTech emerged as a profit-driven initiative based on new business opportunities,
filling unexplored markets that have become less attractive (or too expensive) for
financial institutions, especially in post-crisis conditions (such as remittances to
individual countries or regions). On the other hand, such a competitive force
encourages financial innovation. FinTech can also be seen as a component of the
digitization of goods and services offered by traditional organizations, and as a
response to the high costs of implementation and the need to address long-standing
vulnerabilities such as data risk deficiencies.

Financial technology is quite new, and still little studied. Digitalization has
brought about revolutionary changes in modern realities that have transformed the
infrastructure and ecosystem of the financial sector into a new form. The digitization
process is characterized by the following key features:

— changes in business processes, not in the ways of data transfer;

— increasing the flexibility of business processes as a result of the successful
implementation of digital technologies;

— integration of information from different stages of the life cycle of the company

and its products;

305



THEORETICAL FOUNDATIONS IN ECONOMICS AND MANAGEMENT

— increasing the level of dependence of traditional processes (eg production) on

digital technologies;

— decentralization of management processes.

Generalizations of approaches to the essence of FinTech in the domestic and

foreign scientific literature are given in table 1.

Table 1

Generalization of approaches to the essence of FinTech

Author Author's content of the essence of FinTech
Balytska M., | FinTech (an industry that uses innovative technologies to improve and
Brovenko K. | optimize the provision and receipt of financial services) is developing
[369] extremely fast, disrupting and transforming the financial sector to reduce costs,

improve the quality of financial services (and their inclusiveness) and create a
more diverse and stable financial landscape

Bezpaliy R. [370]

«Financial technology» is defined as a separate industry that includes the use
of various technologies in the financial field

Garkavenko V.,
Grinko 1. [371]

An industry that consists of companies that use technology to provide financial
services in a more efficient way, and companies in this industry are mostly
startups designed to break into existing financial systems and organizations
that use software products

Zhuk O. [374]

Dudinets L. Financial technologies should be understood as technologies used in the
[372] financial industry to optimize costs, increase added value in their products,
speed of various processes, security, etc

Mazaraki A., | FinTech is an innovative technology used by financial institutions, government
Volosovych  S. | agencies, and trade organizations to meet the needs of consumers for financial,
[373] administrative services, and goods in a consumer economy

Shkarlet S., | FinTech is seen exclusively as innovative financial technologies introduced by
Dubina M., banking and non-banking institutions and changing the field of financial

services, and FinTech research is a separate sector of the national economy.
This industry is a set of FinTech institutions that develop and implement
innovations to provide financial services

Among the latest research on the problems of the introduction of modern

financial technologies in the conditions of digital transformations in the economy are
the works of M. Prokhorova [375], Yu. Khudoliy, L. Svistun [376], I. Dyakonova, L.
Pavlenko, O. Krykliy [377], A. Derkach, M. Korneeva, O. Abakumenko [378] and

others.

Research on scientific interest in the development of modern financial

technologies in the global information space was conducted using Google Trends. At
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the same time, the most frequently used terms of modern financial technologies related

to the development of FinTech were used for search query objects (Fig. 1).

@ @iHaHCoBI TEXHON... @ FinTech Peer-to-peer lending @ NNaTixHI CUCTEMK +
Tema MOLYKOBUIA TEpMIH Tema TMoLWYKOBUIA TEpMIH

Ykpaiva « OcTaHHi 5 pokis « Yci kaTeropii Mowyk & IHTepHeTi ¥

o MpuMiTKa. LIe NOPIBHAHHA MICTUTE NOLWYKOBI TEPMIHU Ta TEMW, AKI OLUIHIOKTECA NO-PISHOMY. OOKNAOHIWE

IHTepec i3 yacom F O g

I \'a'""\ i L’ “M ‘M‘ '& \#.'“ ‘“MNM

Figure 1. The level of application of economic concepts related to the
development of modern financial technologies [compiled by the authors]

From the analysis, we can conclude that in the financial system of Ukraine there
is significant scientific interest in the application of modern financial technologies,
especially in banking, lending, financial services, the cryptocurrency market, and more.

One of the prerequisites for the effective development of modern financial
technologies is to expand the level of digitalization of society. One of the common
indicators that characterize the level of digitalization of economic processes is the
Index of Digital Economy and Society (DESI), which is determined annually by the
European Commission for EU countries [379] (Fig. 2).
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m 1 Human capital m 2 Connectivity 3 Integration of digital technology m 4 Digital public services
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Figure 2. Index of digital economy and society of EU countries [379]

This index shows the level of digitalization of the economies of leading
European countries and is the basis for determining the basis for the digital
transformation of European countries in this direction. To meet the key targets set out
in Digital Compass 2030, at least 90% of small and medium-sized enterprises in the
EU must have a basic degree of digitization. At the same time, as of 2020, only 60%
of small and medium-sized businesses are actively using modern digital technologies.
The greatest progress in this direction was made by Denmark and Finland, which have
a rate of 88%, while the lowest rates are in Bulgaria and Romania (33%). The goal of
digital change is to ensure the use of artificial intelligence, cloud services, and big data
technologies by at least 75% of enterprises and organizations by 2030. It should be
noted that this process is becoming more widespread, but the level of use of the above
technologies remains insufficient. Today, every fourth company actively uses artificial
intelligence technologies or cloud services, and only 14% of companies use big data
technologies. At the same time, there is a significant gap in the level of use of digital
technologies by large enterprises and small businesses. The same can be said about the
use of modern software, enterprise resource management (ERP) services, and the use
of e-commerce technologies. Of all the European countries, Finland, Denmark and
Sweden are the most successful in the digital transformation of business.
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In the field of public services, Digital Compass 2030 has in the future to reach
the level of providing such services online for citizens and businesses 100% by 2030.
As of 2020, this figure was 64%, which is slightly better than 58% in 2015. An
important factor in its growth was the COVID-19 pandemic, which led to many
services being provided online. Many European countries are already close to
achieving this goal. However, there is also a significant gap between them.

Among the most common public digital services are, example, access to online
forms, online booking of meetings, etc. However, the use of more sophisticated
innovative digital technologies requires significant capital investment. In this regard,
Digital Compass 2030 aims to intensify and support the implementation of innovative
digital technologies that should contribute to the full digitalization of public and private
structures, which will significantly improve the quality and efficiency of such services.
The Digital Economy and Society Index takes into account the level of public services
online. According to this rating, in 2020 the average score was 75 out of 100 for digital
public services for the population and 84 out of 100 for business. Estonia, Denmark,
Finland, and Malta rank first in terms of digital online services, followed by Romania
and Greece.

The process of digitalization has a great impact on all segments of the financial
market, creating the preconditions for some changes in the benchmarks, priorities, and
features of their operation. It leads to the fact that financial market players that provide
financial services to consumers are forced to change their strategy, and introduce
advanced methods of service provision, as well as the latest financial technologies.

Digital technologies allow you to optimize costs, make transactions transparent
and improve the quality of interaction with customers. FinTech is currently developing
in various directions, offering products not only for financial institutions but also for
businesses in other areas based on global digital transformation. Blockchain
technologies, scoring models with the use of big data, and technologies of remote
identification of clients are widely developed. The main priority is to provide users

with appropriate and profitable services. The integrator of new technologies is
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information technologies based on the digitization of most relationships, in which
industrial production is one of the platforms included in industrial development.

The analysis of the relationship between the processes of digitalization and the
development of financial technologies with other economic and social categories can
be done with the help of visual analysis based on publications in the Scopus database.
This visualization performed using the VosViewer software product is shown in Figure

3.

crowdgnding financialimarkets
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data agalytics
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Figure 3. Visual analysis of the relationship of digitization processes,
development of financial technologies with other economic and social categories

[compiled by the authors]

Thus, the results of the analysis show that the categories of «digitization» and

«FinTechy are interrelated with many other economic and financial categories.
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The current process of modification of the financial sector identifies new areas
for organizations to implement decisions in the field of their activities based on the use
of modern digital technologies. The introduction of new methods of conducting
business by financial institutions based on the integration of financial technologies is
especially important. The distribution by areas of FinTech activity in Ukraine as of
2021 is shown in Figure 4.

2020 2021
Technology and Infrastructure
Payments/ Money transfer

Personal and consumer lending 14%

ogalec

Personal finance / Wealth management
Consulting/ Analytical systems
Cybersecurity / Anti-fraud
Digital / Neobanks

Blockchain/ Crypto 3%
Mobile wallets
Marketplace 2%
Business lending
Regtech
Digital Comparison Tool

Figure 4. The scope of FinTech companies in Ukraine [380]

According to the Catalog of FinTech companies in Ukraine: «For the second
year in a row, the technological infrastructure has been a leading activity of Ukrainian
startups, i.e. the immediate product is the creation of IT solutions for financial
companies and banks. This type of services providers makes 22% of the companies
surveyed. In 2020, this share was 20%. In total, 23% of the companies founded in 2020-
2021 refer to them selves as Technology and Infrastructure industry. Part of this

industry’s popularity among businesses can resultfrom the second year of the

311



THEORETICAL FOUNDATIONS IN ECONOMICS AND MANAGEMENT

pandemic, which forces businesses to shift to online and creates demand for product
companies that can ensure the ease of doing business in the digital environment» [380].

FinTech companies are in great competition with modern banks, but the latter
has significant advantages that maintain their competitiveness. For example, they have
a banking license, which increases the confidence of users of banking services and
guarantees the relative reliability of these credit institutions. Regulators impose certain
requirements on banks and develop special standards, such as capital adequacy ratio,
requirements for the amount of equity, and so on. In order to continue successfully,
banks need to use modern financial technologies and adapt to new conditions.

With the transition of the world community to innovative information
technologies and financial innovations, new banks are being created, called neo-banks
or virtual banks. Neobank is a new bank. The root «neo» translated from Greek means
«young» and «new», 1.e. a new bank. Neobank is an advanced bank, created and
operating without attachment to a specific place, i.e. working on digital platforms. It
provides its services to customers online from any smartphone, tablet, or personal
computer.

The range of services and the scale of neo-banks in some countries are
determined by the level of their economic and technological development, current
legislation, and the degree of maturity of the banking system. The advantage of neo-
banks is to minimize costs (lack of offices, paperwork, etc.), which increases the speed
of service, low tariffs are applied, and a personal approach to customers is used. The

list of services of modern neo-banks of Ukraine is shown in Figure 5.
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(Smpﬂnies digital stores services bill ond tips on Friday stores poid utility bills

Figure 5. Neobank services in Ukraine [380]

The study of the role of financial technologies in ensuring the efficiency of
banking has shown a twofold nature of their impact: reducing costs and ensuring
financial security through the development of the national payment system is carried
out against the background of new financial risks. At the same time, the use of digital
technologies for processing banking databases, and automation of this process can
minimize the losses of organizations from the increased risks associated with financial
technology, and ensure the cybersecurity of customer transactions.

The study showed that the traditional financial services market is changing
dramatically. Its main areas of development are: reducing the share of the traditional
banking sector by increasing the activities of financial institutions, increasing the
number of payment system operators and digital banking; emergence and rapid
development of services for comparing financial products and their purchase, financial
management services for organizations and individuals, online services in the trade and
marketing sector, crowdfunding, automation of on-line/off-line activities of financial

organizations; expanding the infrastructure of the foreign exchange market through the
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emergence of online wallets and digital exchanges; blurring of boundaries between
individual market sectors; reducing the number of intermediary organizations; business
orientation on the use of the FinTech ecosystem and building new business models on
this basis, strengthening control by the National Bank.

This work was supported by the Ministry of Education and Science of Ukraine (0122U000774 «Digitalization and transparency of
public, corporate and personal finance: the impact on innovation development and national security»).
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