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Abstract. The present research is to check the influence of MiFID on business models
and strategies of Lithuanian financial firms and to examine the value added and main
impacts of such factors as the size and lifetime of a company. Inspired by results of a recently
conducted survey on influence of the European Union’s directive MiFID on business models
and strategies of Lithuanian financial companies (2010), we came to believe that the size
and lifetime of the company definitely deserve being objects for further investigation. Apart
from more generic aspects of this influence such as the availability of information or financial
resources, diffusion of information and knowledge, we take into consideration such para-
melers as the volume and transparency of investments, the quality of service and dynamics
of the number of clients, major changes in workforce, new synergies achieved, smoothness of
development business strategies abroad and many others.
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Introduction

This article is the first in a series of publication, based on results of the survey on
influence of the European Union’s directive MiFID on business models and strategies
of Lithuanian financial companies (2010). In the light of commencement of putting this
directive into action since the 1st of November 2007, there were many moans heard
among representatives of Lithuanian financial companies that implementation process
of the directive was marked by such challenges as a lack of information, an extra cost
base, slightly reshaped competition in the market of financial services, a temporary cha-
os and strategically incorrect decisions made as well as the need of additional training
for both employees and clients. To regain their customers’ confidence Lithuanian finan-
cial companies face the necessity to introduce innovative managerial techniques as well
as to initiate cooperation relationship with other important organisations of the sector.
This could help to reach critical mass and to attract the investors’ attention.

Significance and innovativeness of this article is also illustrated by the fact that
it largely covers the period of the economic crisis, when new important parameters of
applying MiFID have contributed to both underlining a more holist problem of the re-
search and building an ingenious understanding of all the scrutinized patterns. Having
chosen the size and lifetime of a company as centre characteristics of Lithuanian financi-
al companies, we could enter nowadays popular discussion ‘is big always beautiful” and
remember researches on performance of various-sized companies. Though within our
article the factor of size is important, it is not sufficient to check the influence of MiFID
on business models and strategies of Lithuanian financial companies. We introduce the
lifetime of companies to both support our research and eliminate companies that operate
an insufficient period of time to experience effects of this directive.

Results of this survey are based on both the experience of other countries and the
data enclosing the answers of CEOs or other top level managers of Lithuanian financial
companies that have implemented MiFID and possessed a licence to operate its business
in Lithuania. In total there were 24 banks investigated: financial broker companies of
Lithuanian origin or foreign companies having branches in Lithuania. Two companies
have fallen aside from our population, because their lifetime at the time of the investiga-
tion was shorter than 2 years. Pointing out the figure of our population at the mark of 22
companies interrogated, our survey has fully covered the whole market of Lithuanian fi-
nancial companies during the period starting from the 1% of November 2007. Our survey
translated to a responsiveness and standard confidence ratios of c.a. 95 percent, which is
more than satisfactory for such a tiny market as Lithuania. Such results are undeniably
value-adding at both macro and micro levels.

The soundness of present article is revealed by the lack of researches made to test
the effectiveness of MiFID and its major impacts on business models and strategies of
financial companies. The situation is even more challenging in an emerging economy of
Lithuania. Given a present vacancy for national-level papers, related to implementation
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of MiFID in Lithuanian financial companies, we rely on the experience derived from
such researches as the one conducted by the Financial Service Authority (2006)* — one
of the tightest world’s financial regulators — on the expected impact of MiFID on the UK
market or Lannoo’s? efforts (2010) to evaluate results triggered by MiFID with a focus
on a conduct of business, trading venues and execution as well as transparency.

Though MiFID affects business models and strategies of financial companies via a
great number of factors, we should keep focusing on two criteria: the size and lifetime of
a company. This should sharpen our analysis and bring more applicable recommenda-
tions. However, designing a holist model including all the impacts of MiFID on business
models and strategies is useful for better understanding of contributions from separate
factors as well as inter-factor liaisons and synergies.

Combining Bask’s et a* model of nine building blocks falling into four divisions
(infrastructure, offer, customer and finance), the conceptual framework proposed by
Philip and Graham* and the model of choices and consequences prepared by Casade-
sus-Masanell® we arrive at a holistic scheme presented in the first figure. Importance of
strategies of Lithuanian financial companies to offer the best value of services to their
clients leads to highlighting ‘offer” and ‘customer’ as the most important factors for our
research, while finance and infrastructure are considered as consequences of both the
value of offer and the improving customer relationship. Though, according the deve-
loped model, Lithuanian financial companies are investigated, based on three criteria
(size, lifetime and internationalization level), within the present article we mainly focus
on impacts of the size and lifetime/ operation period of investigated companies taking
into consideration various effects of external environment.

1 Financial Services Authority [interactive]. 2010 [accessed 12-02-2010]. <http://www.fsa.gov.uk/pages/>.

2 Lannoo, K. (2010). ECMI Survey on MiFID “Real” Implementation: Preliminary Results, European Capital
Markets Institute [interactive]. [accessed 02-04-2010]. <http://www.eurocapitalmarkets.org/system/files/
Karel+Lannoo.pdf>.

3 Bask, A. H.; Tinnila, M.; Rajahonka, M. Matching Service Strategies, Business Models and Modular Busi-
ness Processes [interactive]. Business Process Management Journal. 2010, 16: 158—180 [accessed 25-03-
2010]. <http://www.emeraldinsight.com/Insight/viewPDF .jsp?contentType=Article&Filename=html/Out-
put/Published/EmeraldFull TextArticle/Pdf/1570160108.pdf>.

4 Philip, J.; Graham, W. Developing and Codifying Business Models and Process Models in E-business De-
sign [interactive]. 2004 [accessed 01-04-2010]. <http://is2.1se.ac.uk/asp/aspecis/20040077.pdf>.

5 Casadesus-Masanell, R.; Ricart, J. E. Competing through Business Models [interactive]. Harvard Business
School Press. [ESE Business School Working Paper. 2007, 713 [accessed 25-03-2010]. <http://www.iese.
edu/research/pdfs/D1-0713-E.pdf>.
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Figure 1. Influence of MiFID on strategies and business models

Source: prepared by authors, based on Bask’s ez a/® model of nine building blocks and the conceptual framework
of Philip and Graham’ and the model of choices and consequences prepared by Casadesus-Masanell®

1. Impacts of MiFID, Based on the Size of Companies

Having illustrated what changes should MiFID bring to companies, going deeper
the major effects of the size of a company on implementation of this directive and, in
parallel, on business models and strategies of Lithuanian financial companies are scru-
tinized.

Analysis of numerous sources of scientific literature suggests that implementation
of MiFID might bring such contributions to a company as the upgrade of volumes of
investments, widening the assortment of product and services, the increase in clients’
satisfaction and safety and, despite the need for new technologies and resources, some-
what lower exchange fees, transactions costs as well as the improved top line. Thus, the
present research eliminates further possibilities of speculations on a set of assumptions
at a theoretical level and has a focus on revealing what changes have been brought by
the directive in reality.

6 Bask, A. H.; Tinnila, M.; Rajahonka, M., supra note 3, p. 158—180.
7 Philip, J.; Graham, W., supra note 4.
8 Casadesus-Masanell, R.; Ricart, J. E., supra note 5.
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Based on the classification of companies, stated in ‘Lietuvos Respublikos smulkaus
ir vidutinio verlo istatytmas’ , first of all we tried to receive general information about
sample companies in terms of numbers of workforce. The number of Lithuanian finan-
cial firms with more than 249 employees stands at 43 percent, while adding 9 percent of
companies with the number of employees from 50 to 249 the figure of Lithuanian finan-
cial companies belonging to the group from 50 to over 249 employees reads 52 percent
out of 22 companies interrogated.

m Less than 10 employees
W 10-49 employees
® 50-249 employees

m More than 249 employees

Figure 2. The size of Lithuanian financial companies by the number of employees, May, 2010

Source: prepared by authors

Applying ratios (varying from 1 — ‘totally disagree’ to 5 — ‘totally agree’) represen-
ting difficulties to implement the directive, based on the size of a company, it is tended
to check whether various-sized companies experienced different obstacles to implement
the directive and how the size of a company affected their business strategies.

Other priorities than MiFID directive [IEISSHIISISE 3:50 " EISEINSH0N
Mecessity to reorganize the business model and —
organizational processes of a company
The lack of information and competence [ ZIINISESN 300/ ISGEINSEEN
Data gathering about the client | ESIINSISON"S'50" ISESINSEaN
Introduction with the directive to employees and “
clients

Additional resources and costs required | REEOIINSHENINE GO IEEEINEEEN
Not enough time |MEZININSIO0NN 450" SESMIAZAN

= Less than 10 employees ™ 10-49 employees = 50-249 employees
= More than 249 employees ™ Total

Figure 3. Difficulties to implement directive, based on the size of a company

Source: prepared by authors

9 Law on small and medium business of the Republic of Lithuania. Official Gazette. 2007, No 132-5354.
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Though all the companies agreed that there were a relatively insufficient time and
resources to implement the directive, while informing clients and employees about the
directive and information gathering about the client caused some difficulties, the largest
part of interrogated CEQ’s or other top level managers neither agreed nor disagreed that
MiFID had brought significant changes to business models and strategies. In addition,
the survey has led to the finding that companies possessing over 249 employees expe-
rienced relatively fewer difficulties than average and small companies, which makes us
believe that the size of a company is important while implementing the directive. The
smaller the company was the more changes to its business model were caused, though
the investigated differences among various groups of companies, based on their size,
were quite small.

Results of the survey have also revealed that companies employing from 50 to over
249 employees have relatively fewer problems in data gathering about the client, ma-
naging information flows and guaranteeing necessary competences for the performance
of the company. This could be explained by the fact that larger companies have a relati-
vely more developed organisational structure with a greater number of departments and
stronger diversification of tasks as well as a specialization of each employee. It could
be also related to the level of openness to the environment and cooperation with other
organisations, backed by a stronger brand and confidence of their clients.

Such arguments are largely related to the spread of answers to the question whether
MiFID significantly contributed to figures related to investment and the base of clients,
based on the size of a company. Taking into consideration that the ‘offer’ and ‘clients’
are the core components of a business model, if companies experience major changes
regarding these components the business model is influenced as well.

The time for servicing clients has shortened
The loyalty of clients has increased
The safety of clients has been strengthened

Consulting of clients is more effective

Satisfaction with the quality of investment service
has increased

The number of clients has increased

M Less than 10 employees B 10-49 employees ™ 50-249 employees
B More than 249 employees ™ Total

Figure 4. Influence of MiFID on clients, based on the size of a company
Source: prepared by authors
Though sample companies did not experience any radical changes related to the

base of clients, strengthening the safety of clients has been particularly accentuated
by different-sized companies, which could be related to such past issues of Lithuanian
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financial companies as a low transparency or incapability to guarantee the safety of
clients.

Another interesting finding which should not be ignored is related to the time of ser-
vicing the client: the interrogated companies totally disagree that the time for servicing
clients has shortened. Though results derived from four different groups of respondents,
based on their size, are quite similar, companies with the headcount from 50 to over 249
employees experience more positive changes regarding satisfaction with the quality of
investment service, while firms with less than 50 employees more than larger companies
are proud to announce that the safety of clients has been strengthened and the loyalty
of clients has increased. This is largely related to the fact that smaller companies are in
general more aggressive to grow their revenues and profits and, therefore, the safety and
loyalty of clients could be a challenge at the emerging stage of their economic cycle.
According such scenario, smaller companies experience relatively greater effects from
MiFID on these client-related components.

Synergies have been reached  [ZI0ONZIZSNL.SORIIN2105!
The wider assortment of investment products and —«1_

services

More foreign investments have been raised  [[ZiSaMZI00) 2.00 22440
Procedures of designing the contract have lengthened 15

The safety of investments has increased

The transparency of investments has increased

The volume of investments has increased _Q:S_dm
The number of investment projects has increased  [ZIGOMIISIESIN 2.00 2220480

B Less than 10 employees B 10-49 employees ¥ 50-249 employees
B More than 249 employees M Total

Figure 5. Influence of MiFID on investments, based on the size of a company

Source: prepared by authors

To continue, our survey brought disappointing results regarding the influence of
MiFID on various parameters, related to investments, as Lithuanian financial companies
disagree with statements that both the number of investment projects and the volume of
investments have increased. In addition, the sample companies neglect that procedures
of preparing the contract have been lengthened and some synergies been reached. It is
interesting to note that small-sized companies with a headcount from 10 to 49 employ-
ees have witnessed the largest contribution from the directive mainly due to the incre-
ased transparency and safety of investment. Our survey has denied the assumption that
MiFID had a significant contribution to the number of investment projects of Lithuanian
financial companies with a headcount from 50 to over 249 employees, as smaller firms
with less than 50 employees were able to reach ratios of 2.50 and 3.25 respectively that
are higher than the ones of larger firms.



184

Mindaugas LauZikas, Renata Tisinaite, Aurelija Genyté. Impacts of Size and Lifetime on Strategies and Business ...

Having scrutinized the main impacts of MiFID on investments and the base of cli-
ents as well as the main obstacles to implement the directive, we logically continue with
advantages and disadvantages as the components of financial and infrastructure parts of
a business model, based on the size of a company.

Costs for servicing clients have increased [GIINaR2SN 500 NEEEN 2240
The responsibility has increased [ ESGHMINEISONN"4:50" 0O
Competition has increased [[ETNEGNL. Ona 2.1
i g 7 PSEIINEEON a0 [EEAN 352
on implementation of MiFID and its principles
Dissatisfaction of clients has increased  [[2iBa0Nai2aN2.00 2100 2.8
Stricter requirements for archiving documents [[ISSIIEEEE 400 —
Additional costs for training clients [[EISSINSIO0N 2.50"
Additional resources have been used to integrate the MiFID _ _
directive to IT systems 2.50
The number of employees has increased “
New departments have been established -;'i-

Stricter requirements for administration of documents BRGS0 500  EESNaEEan

B Less than 10 employees ™ 10-49 employees ¥ 50-249 employees ™ More than 249 employees B Total

Figure 6. Disadvantages of MiFID, based on the size of a company

Source: prepared by authors

All the interrogated companies agree that the directive brought some additional
costs such as expenses for servicing clients. The stricter requirements on the side of
administration and archiving documents appeared; however, companies have neither
established new departments nor employed more workers. According to such develo-
pment, the infrastructure of organisations was insignificantly affected, while the finan-
cial sector faced larger expenses or needed to revise forecasts. Reminding a nowadays
popular expression ‘big is beautiful’ we can support this phrase by the finding that the
smaller organisation is the more costs and disadvantages this firm does experience. Of-
ten having a department for managing similar implementation processes and a sufficient
number of employees, who could be trained to be experts of MiFID, larger companies,
contrary to smaller ones, did not need to establish new departments or employ a great
number of workers. In addition, smaller companies experience more expenses for trai-
ning employees and need more help from the external environment.

Driven by a relatively better developed organisational structure, more experienced
and higher competences possessing employees and managers, larger resources allocated
to new projects, stronger cooperation with other organisations, companies with the he-
adcount of over 50 employees needed less resources and efforts to integrate the MiFID
directive to IT systems, to inform their customers/ clients with ongoing changes related
to implementation of MiFID (to avoid of clients’ dissatisfaction). According to such
elaboration of results, larger companies have experienced only minor or no changes on
the side of the competition in the market.
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The number of frauds has decreased

Transaction costs have decreased

Development of business strategy abroad became “
smoother

Attractiveness for foreign investors has increased

Satisfaction of employees in customer service has
increased

Profit margin has increased

Profit has increased

Revenues have increased

B Less than 10 employees M 10-49 employees ¥ 50-249 employees ® More than 249 employees ™ Total

Figure 7. Advantages of MiFID, based on the size of a company

Source: prepared by authors

In spite of having willingness to underline the main advantages of MiFID, our sur-
vey neglects many positive changes derived from the directive. Though the answers are
very similar among different-sized firms, CEO’s or other top level managers of larger
companies (with a headcount from 50 to over 249 employees) have been particularly
disappointed with improvement on the side of attractiveness for foreign investors, de-
velopment of business strategy abroad or the decrease in number of frauds. Such argu-
ments could be rather logically explained by issues related to the economic crisis than
by implementation processes of MiFID. Such negative valuations, provided by CEO’s
or other top level managers of interrogated companies, are not in line with the research
made by FSAY, where it is acknowledged that the directive simplifies business pro-
cesses abroad due to a ‘single passport’, increases the number of clients, which should
contribute to a solid growth of revenues.

To sum up, it is useful to remind that smaller companies experience relatively more
difficulties and higher cost to implement the directive than larger ones. In parallel, smal-
ler organisations are more likely to change its business models and strategies. The major
change is expected in financial departments, as sample companies face the necessity to
manage their financial resources in a smoother way, because the cost weight tends to be
aggravated in the shorter run. Similarly as in the research conducted by the Financial
Service Authority of the UK we could conclude that the size of a company does not
have a major impact on business strategies and models of Lithuanian financial compa-
nies; however, smaller companies suffer more from higher expenses than larger ones.

10  Financial Services Authority, supra note 1.
11 Ibid.
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On the contrary, larger companies are able to cope with implementation of the directive
and to demonstrate their stability.

2. Impacts of MiFID, Based on Lifetime of Companies

Before entering a deeper analysis of main effects of a lifetime on both implemen-
tation of MiFID and changes in business models and strategies of Lithuanian financial
companies it is urgent to classify financial firms, based on their lifetime, which could be
understood as the period when the company conducts its business. Taking into consid-
eration the fact that the majority of respondents are banks having many employees, such
classification is crucial, as it compliments the data, related to the size of a company.

@ From1 to 3 years
mFrom 3 to 5 years
O From 5 to 10 years
0 More than 10 years

Figure 8. The lifetime of Lithuanian financial companies; May, 2010

Source: prepared by authors

It is interesting to note that the majority of Lithuanian financial companies, 81%
of interrogated firms, are running their businesses for more than 10 years, and there are
only few respondents operating for shorter period of time. This is largely in line with
development of the Lithuanian economy as a whole, as by recovering from Russian
Crisis and, bit by bit, turning its cursor to the West Lithuania needed deeper and more
stable financial structures.

With respect to a previously developed business model, presented in the first figure,
it is intended to find out weather both the ease and difficulties to implement the directive
depends on how long the company is running its business. Various researches reveal
different assumptions regarding changes on business models and strategies, triggered by
the directive, based on the lifetime of a company. For instance, Lannoo? finds out that
new comers experience more positive changes than companies that operate for a long-
time period. Given a lack of scientific publications on this particular problem, our efforts
to acknowledge the importance of MiFID on business models and strategies, based on
the lifetime of companies, are undeniably value-adding.

12 Lannoo, K., supra note 2.
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Other priorities than MiFID
Necessity to reorganize business models and
organizational processes

The lack of information and competence
Data gathering about the client
Introduction with directive to employees and clients

Requires additional resources and costs

Not enough time

B From 1 to 3 years M From 3 to 5 years M From 5 to 10 years B More than 10 years ¥ Total

Figure 9. Difficulties to implement MiFID, based on the lifetime of a company

Source: prepared by authors

As we expected, the majority of companies experienced difficulties in implemen-
ting the directive, although these obstacles do not strongly depend on the lifetime of an
organisation. The most accentuated barriers were related to insufficient time, additional
resources, higher expenses as well as introduction of the directive to clients and emplo-
yees. In addition, all the companies neither agreed nor disagreed that they had to reor-
ganise their business strategies and business models. This is related to the fact that the
majority of interrogated companies are relatively young, rather basing their strategies on
new organic and structural growth opportunities than relying on rules and regulations.

In spite of quite a chaotic spread of answers regarding difficulties to implement
MiFID, based on the lifetime of a company, it seems that interrogated firms, operating
from 1 to 5 years, had slightly more difficulties, related to an available time for prepara-
tion and implementation of the directive, additional resources required as well as higher
expenses.

Having identified the base of clients and offer, in terms of investments, as the core
components of business models; going deeper, our survey delivered interesting findings
related to the influence of the lifetime of an organisation on these components.

The time for servicing clients has shortened “
The loyalty of clients has increased “

The safety of clients has been strengthened

Consulting of clients is more effective
Satisfaction with the quality of investment
service has increased

The number of clients has increased

B From 1 to 3 years B From 3 to 5 years © From 5 to 10 years
B More than 10 years M Total

Figure 10. Influence of MiFID on clientele, based on the lifetime of a company
Source: prepared by authors
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Having a thorough look at the base of clients, which is the first component of the
designed business model, we could clearly see that MiFID caused only minor changes
in terms of clientele. Strengthening the loyalty of clients and shortening the time for ser-
vicing clients were the least cited by CEO-s or other top level managers of interrogated
companies, while they agreed that the safety of clients had been strengthened. Effects of
MiFID on the clientele with regards to the safety of clients were even more accentuated
by Lithuanian financial companies operating longer than 10 years. In parallel, younger
companies operating from 1 to 5 years experienced more positive changes regarding
satisfaction with the quality of service, consulting as well as the loyalty of clients.

The second link within the chain of business components we are going to focus on
is investment, which could also be acknowledged as the parameter of offer. Therefore, it
is tending to find out what changes implementation of MiFID caused to the performance
of a company, in terms of investments, based on the lifetime of a company.

Synergies have been reached

The wider assortment of investment products and
services

More foreign investments have been raised
Procedures of preparing the contract have lengthened

The safety of investments has been strengthened

The transparency of investments has increased

The volume of investments has increased

The number of investment projects has increased

™ From 1 to 3 years ™ From 3 to 5 years % From 5 to 10 years ® More than 10 years m Total

Figure 11. Influence of MiFID on investments, based on the lifetime of a company

Source: prepared by authors

As you can see in the figure above, CEO-s or other top level managers of sam-
ple companies disagreed or insignificantly agreed with all the statements, except from
positive effects of the increased transparency and safety of investments. Companies
operating longer than 5 years witnessed more foreign investments raised; which is lo-
gically in line with a somewhat stronger internationalization level. On the contrary, the
sample companies running their business for more than 10 years neglected the influence
of MiFID on the number of investment projects as well as the volume of investments
increased. Being closer to the point of maturity at their economic cycle, more experien-
ced companies in general generate less robust, but more stable growth of revenues and
profits, largely derived from improvement in the number of investment projects and the
volume of investments. On the other hand, these companies more often perceive being
hit by the recession, which could also explain such results. To continue, the respondents
were happy to neglect that procedures of preparing a contract have lengthened. To sum
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up, the interrogated companies experienced quite modest changes in investments, trig-
gered by MiFID, while the experience and lifetime of Lithuanian financial companies
did not largely contribute either.

3. Advantages and Disadvantages of MiFID, Based
on the Lifetime of a Company

The last summarising passages of the present article are centred around the interpre-
tation of both advantages and disadvantages of MiFID, based on the lifetime of a com-
pany. In order to end up our article with changes in favour of development of business
models and strategies, it is logical to commence from disadvantages.

The cost for servicing clients has increased INEISONNNS00N"5/00" " IEEEE2aN
The responsibility has increased INDONINSO0N"""5.00" IEESENEEIN
Competition has increased SISO OENZ14
Insufficient information on implementation of MiFID and—'l—ﬁ?ﬁj"—'m
its principles = 3
Dissatisfaction of clients has increased [IZISDNNINSIOONNL . GI2AN 21481
Stricter requirements for archiving documents [IRS0DNING00M  4.00 WEEZN 386N
Additional costs for training clients ISISONESIONN 300" IESNN2I550
Additional resources have been used in order to integrate (250 @607 3.00 DEA8T 314
MIFID directive to IT systems
The number of employees has increased NSO GIETE
New departments have been established TSSO GEENZ0!

The stricter requirements for documents’ administration INEGONEEESIDONN " S00 S EsEN

® From 1to3years ™ From3to5years ™ Fromb5to10years ™ Morethan 10 years ™ Total

Figure 12. Disadvantages of MiFID, based on the lifetime of a company

Source: prepared by authors

As positive effects of any reform or changes in regulation, a positive influence of
MiFID on business models and strategies of Lithuanian financial companies is mitigated
by some disadvantages that are more aggravated for one group of companies and insi-
gnificant for another. Within our research the majority of interrogated companies state,
that stricter requirements of documents’ administration and archiving as well as the
increase in responsibilities and costs for servicing clients appeared as a challenge while
implementing the directive. It seems that implementation of MiFID has not led to esta-
blishment of new departments or recruitment of new employees. Though respondents
neither agreed nor disagreed with majority of statements, we could still figure out that
companies operating for up to 5 years faced a relatively more severe competition in the
market since putting in action MiFID. It could be explained by the fact that relatively
younger companies are less efficient to mitigate dissatisfaction of clients due to changes
caused by MiFID and partly due to heavier costs for training clients. On the other hand,
representatives of companies operating from 5 to over 10 years more often accentuated
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the increased responsibility and costs for servicing clients, mainly due to stronger efforts
to maintain or extend the existing base of clients. Notwithstanding these modest liaisons
between various factors, our survey has not illuminated any strong interdependence be-
tween the lifetime and negative effects of MiFID.

The number of frauds has decreased

Transaction costs have decreased _::ﬁ;@l_

Development of business strategy abroad
became smoother
Attractiveness for foreign investors has
increased

Satisfaction of people working in the field of

customer service has increased

Profit margin has increased

Profit has increased

Revenues have increased

W From 1to 3 years M From 3to5years © From5to 10 years M More than 10 years ™ Total

Figure 13. Advantages of MiFID, based on the lifetime of a company

Source: prepared by authors

Having identified a set of disadvantages of MiFID in the context of the operation
period, it is reasonable to terminate our article with an analysis of positive changes that
MiFID brought to the company, based on its lifetime. It seems that the experience re-
ceived during the operation period plays only a minor role while implementing MiFID,
except the number of frauds, decreased in sample companies running business from 3 to
5 years. Companies operating businesses up to 5 years have also profited from a higher
attractiveness for foreign investors, while development of their business strategy abro-
ad became smoother. Within a stronger focus on customers and clients, younger firms
experienced more challenges in maintaining satisfaction of people working in the field
of customer service, as there were more responsibilities and functions appearing in this
field.

Contrary to the research made by Lannoo®3, where new comers experienced more
positive changes than the companies operating for a longer time, our research revealed
that the lifetime of a company did not have a significant impact on changes of business
strategies and models. Taking into consideration that new comers do not have a long-
term experience in servicing their clients, both higher satisfaction of clients and more
effective consulting were reached in younger companies, mainly due to the guideline for
more effective performance, delivered by MiFID.

13 Lannoo, K., supra note 2.
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Though during the investigated period of implementing MiFID our survey has not
indicated radical modifications in business models or strategies within Lithuanian fi-
nancial companies, some minor improvements in terms of the clientele and investments
clearly demonstrate how crucial is to build a legal base matching main trends and future
perspectives of the financial market and being more encouraging than jeopardizing the
performance of financial actors. As a little stream slowly floating its water to become a
powerful river, these relatively insignificant changes, derived by MiFID, could translate
to major changes in business models and strategies of Lithuanian financial companies
in the future.

Conclusions

It is reasonable to commence a conclusive part of the present article by accentuating
the aim of the directive to ensure better investors’ protection, transparency as well as to
promote trade of financial instruments among member states of the EU. Having almost
three years passed since MiFID was put in action we can witness only its primary posi-
tive effects and less significant changes in business models and strategies of Lithuanian
financial companies. In addition, these contributions are slightly mitigated by effects of
the recent economic crisis, as if the economy recovers, companies will be more willing
to participate in business.

Though it is often argued that in the shorter run MiFID brought relatively more
difficulties than advantages, the scope of results delivered by the directive depends on
the size, lifetime and some other criteria. Our survey confirmed the expression ‘Big is
beautiful’, as smaller companies faced more difficulties and higher cost while imple-
menting MiFID than the larger ones. In addition, smaller organisations were more likely
to change its business models and strategies with the major change expected in financial
departments.

Given a relatively more developed organisational structure with a greater number
of departments and a stronger diversification of tasks, larger companies had relatively
fewer problems in data gathering about the client, managing information flows and gu-
aranteeing necessary competences for the performance of the company, which could be
partly related to cooperation with other organisations, backed by a stronger brand and
confidence of their clients.

Though the majority of companies experienced difficulties in implementing the di-
rective, these obstacles do not strongly depend on the lifetime of an organisation. A part
from some more common barriers such as an insufficient time, additional resources and
higher expenses required as well as introduction of the directive to clients and employe-
es, the interrogated companies did not strongly feel needing to reorganise their business
strategies and business models, mainly due to the fact that the majority of interrogated
companies rather based their strategies on new organic and structural growth opportuni-
ties than relied on rules and regulations.
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Though MiFID caused only minor changes in terms of the clientele, where strengt-
hening the loyalty of clients and shortening the time for servicing clients were the least
cited, Lithuanian financial companies, particularly the ones operating longer than 10
years, agreed that the safety of clients had been strengthened. In parallel, the new star-
ters experienced relatively more positive changes regarding satisfaction with the quality
of service, consulting as well as the loyalty of clients. The majority of companies were
jeopardized by stricter requirements for documentation and archiving, but they did not
have to establish new departments or employ new workers. Moreover, the directive did
not trigger the increase in revenues, as the number of investments did not significantly
increase.

Except positive effects of the increased transparency and safety of investments,
sample companies insignificantly agreed with all the investments-related statements.
However, it is still visible that financial firms operating longer than 5 years witness
more foreign investments raised, which is logically in line with strengthening the in-
ternationalization level, while sample companies running their business for more than
10 years neglect the impact of MiFID on the number of investment projects as well as
the volume of investments. To conclude, the interrogated companies experienced quite
modest changes in investments triggered by MiFID, while the lifetime did not largely
contribute either.

Facing a great number of difficulties to implement the directive in the shorter run
and not the full benefits of the directive, companies should stronger cooperate with ot-
her organisations, contributing to the performance of each other and better monitoring
implementation processes of MiFID. Therefore, there should have been a single organi-
sation or more actors established to provide necessary information as well as supporting
while experiencing various implementation-related issues. Given the fact that the direc-
tive still needs more clarity and corrections to have a fuller impact on firms, such actors
could easily examine whether the directive was implemented in the right way and what
should be changed to use the directive more efficiently. Starting actively participating in
implementing the directive in its beginning processes could prevent from the lack of in-
formation and resources. Thus, as rapid streams need to be clean and transparent to form
a powerful and picturesque river, a current attention paid on MiFID and a transparency
of implementation processes need to be sufficient in order to not jeopardize the future
outlook of Lithuanian financial companies.
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instruments

IMONES DYDZIO IR GYVAVIMO TRUKMES SVARBA LIETUVOS FI-
NANSINIU KOMAPNIJU VERSLO MODELIAMS IR STRATEGIJOMS,
IGYVENDNANT FINANSINIU PRIEMONIU RINKU DIREKTYVA

Mindaugas Lauzikas, Renata TiSinaité, Aurelija Genyté

Vilniaus universiteto Tarptautinio verslo mokykla, Lietuva

Santrauka. Finansiniy priemoniy rinky direktyvos (angl. MiFID — Markets in Fi-
nancial Instruments Directive), kaip ir kity Europos Sqjungos antrinés teises dokumenty
tatkymas pagristas privalomo tikslo aiskiv apibréZimu ir jam pasiekti pasirenkamy prie-
moniy, nuwmatymu. Vis delto, siekiant uisibréity direktyvos tiksly, nepakanka pasirinkti
tinkamos strategijos arba skirtingy strategijy derinio atskiriems uZdaviniams igyvendin-
t, pirmiausia direktyvos padiktuotos gaires turety atitikli ekonomikos ar wkio sektoriaus
tendencijas, konkurencijos sqlygas, nes direktyvos jgyvendinimui bistiny lesy, Zmogiskyjy
Stekliy ar informacijos stygius gali nulemti bisimas direktyvos jgyvendinimo kliatis dar jai
negsigaléjus. Direktyvos jgyvendinimo sekme priklauso ne vien nuo konsoliduoty pastangy
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nacionaliniu lygmeniu, bet ir nuo ymoniy pasirengimo ber sugebejimy pritaikyti vieng ar
kitq direktyvg veikloje. Direktyvos tikslai ir pasirinktos jgyvendinimo priemones turéty ati-
tikti finansy sektoriaus ir visos ekonomikos pulsq, todel MiFID jgyvendinimo ir ekonomines
krizes laikotarpiy sutapatinimas daro Sy straipsng dar aktualesn;.

Siame tyrime analizuwojama MiFID jtaka Lietwvos finansy ymoniy verslo modeliams ir
strategijoms padeda visapusiskiau suvokti efektyvaus direktyvos jgyvendinimo parametrus,
neuzmirstant tokiy dedamyjy kaip novatoriskos vadybines priemones, Ziniy ir informactjos
sklaida, Zmogiskyjy, finansiniy ir laiko istekliy paskirstymas, direktyvos sukwriama pride-
tine verte, atvirumas aplinkai, klienty ir darbuotojy informavimas, mokymo programos ar
ne maziau svarbis imvesticines veiklos parametrai. Siekiant objektyviau yvertinti direktyvos
poveiki kompanijy verslo modeliams ir strategijoms, ypac klientirai ir investicinet veiklai, |
tyrimq integruojami kompanijy gyvavimo trukmes ir dydzio kriterijar, todel MiFID poveikis
kompanijy veiklai vertinamas biitent siy kriterijy kontekste.

Nors tyrimo metu identifikuot MiFID inspiruoti pokyciai Lietuvos finansiniy jmoniy
strategtjoms ir verslo modeliams bei jgyvendinimo rezultaty tarp joairaus dydzio i gyvavi-
mo trukmes ymoniy, skirtumai nera ryskis, jie yra itin svarbiis tolesnei Lietuvos finansiniy
kompanijy finansiniy rinky paslaugy pletros strategijai ir jy veiklai. Praejus beveik 3me-
tams nuo MiFID isigaliojimo, $is mokslinis straipsnis turety, padeti yjmonems deramai jver-
tinti esamaq situactjq i imtis tinkamy, veiksmy, jai keisti. Lygiai taip kaip upoksniy ir upiy
— intaky — vandens Svarumas svarbus wpes, i kurig jie plukdo savo vandenis, ekosistemat,
pirminay direktyvos jgyvendinimo procesy skaidrumas, jy efektyvus koordinavimas ir mo-
nitoringas, trumpuoju laikotarpiu dainiausiai sukuriantis tik viduting prideting verte, yra
itin svarbiis tolesniam direktyvos igyvendinimui ir viso sektoriaus gyvybingumus.

Reiksminiai ZodZiai: jmoniy strategijos ir verslo modeliai, Finansiniy priemoniy, rin-
ky, direktyva, ymones dydis ir jos gyvavimo trukme.
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