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PERSPECTIVES FOR DEVELOPMENT OF BANKING SECTOR IN UKRAINE
IIEPCIIEKTUBHI HAITPAMH PO3BUTKY BAHKIBCBKOI'O CEKTOPY YKPATHHU

ANNOTATION

One of the priorities of the financial sector reform within the
Ukraine-European Union Association Agreement is the extension
of financial inclusion, which is inextricably connected with financial
literacy and protection of consumers of financial services in the
provision of digital financial and quasi-financial services, the use
of blockchain, machine learning, new cybersecurity standards and
more. The results of the research of financial literacy of the pop-
ulation of different countries are presented. Five key priorities for
financial literacy strategy proposed by NBU have been considered
in the article. The conception of the National Bank on protecting
consumers of financial services is presented, namely: creation of
a new unit in the NBU (call center); enhanced disclosure require-
ments; new procedure for consideration of customer’s complaints;
overseeing market behavior.

Key words: bank, strategy, financial inclusion, financial liter-
acy, innovation.

AHOTALIA

OfHuM i3 NpiopuTETHUX 3aBAaHb pedopMyBaHHs hiHAHCO-
BOrO CEKTOpY B Mexax Yrogu npo acouiauito Mix YkpaiHot Ta
€sponericbkM Co030M € po3LUMPeHHS iHAHCOBOT iHKMIO3iT, AKa
HEepO3pMBHO NOB’A3aHa 3 PiHaHCOBOID rPaMOTHICTIO Ta 3aXUCTOM
npaB cnoxusadiB hiHaHCOBMX NOCAYT NPW HafaHHiI LM poBmx di-
HaHCOBMX Ta KBas3ithiHAHCOBUX MOCNYT, 3aCTOCYBaHHsA BrOKYElHY,
MaLUMHHOTO HaBYaHHS, HOBWX CTaHAapTiB kibepbesneku TOLLO.
MepegymoBoto cTabinbHOro po3BUTKY (DiHAHCOBOrO CEKTopy Ta
3POCTaHHA €KOHOMIKM B LiNOMY € MiABWLLEHHS PiBHSA OOBipy di-
3UYHMX Ta OPUANYHMX OCIO OO0 (DIHAHCOBWMX YCTAHOB Ta PUHKO-
BOI NpakT1kn. KOMMNNEKCHO nNporpaMoto po3BUTKY (hiHaHCOBOIO
cekTopy YkpaiHun go 2020 poky po3novato BceocspkHe pecopmy-

BaHHA biHaHCOBOI cucTeMu YkpaiHu. Y mexax peanisauii npo-
rpamu pepopmM NpPOMAEHO CTaAii OUMLLEHHS Ta Nepe3aBaHTaXeH-
HA 6aHKIBCbKOrO PUHKY, NPOBEAEHO 3axoAu i3 3anpoBafKeHHs
MiDXHAapOAHUX CTaHOapTIB AiANIbHOCTI HA pUHKax HeBaHKiBCbKUX
(hiHaHCOBMX MOCNyr Ta LiHHUX nanepis, 3aBepLuyoyy poboTy Haa
peani3auieto KomnnekcHoi mporpamu Ta 3 MeTow noanbluo-
ro po3BuTKy hiHaHCOBOro cektopy Ykpainu y npoekti Ctparerii
po3BUTKY piHAHCOBOrO cekTopy YkpaiHu go 2025 poky 6yno Bu-
3HaYeHO MPIOPUTETHI HaNPsMKU PO3BUTKY (PiIHAHCOBOrO CEKTOPY:
3MiLHeHHs (hiHaHCOBOI CTabinNbHOCTI; CNIPUSHHA MaKpPOEKOHOMIY-
HOMY PO3BUTKY Ta 3pOCTaHHI0 EKOHOMIKW; PO3BUTOK (hiHAHCOBMX
PVIHKIB; pO3LUMPEHHS PiHAHCOBOI iHKNIO3ii; BNPOBAMKEHHS iHHO-
BaLin y diHaHcoBOMY cekTopi. B poboTi HaBeaeHo pesynbratu
OOCNIMKEHHSA PiBHA (PiHAHCOBOI rPaMOTHOCTI HaceneHHs Pi3HUX
KpaiH. Po3rnsaHyTo N'ATb KMNOYOBUX pilleHb-NpiopuTeTiB CTpaTte-
rii doiHaHcoBOI rpamoTHoCTi Big HBY wnsxom 3miHu ciHaHCOBOI
KynbTypW ykpaiHUusa (nogaTkoBa, KpeawuTHa, NeHCinHa ToLwo), SKi
BiANOBIAANbHO CTAaBUTUMYTbCS 40 BNACHWUX hiHAHCOBMX PillieHb,
3aliMaTUMyTbCS LOBFOCTPOKOBUM (hiHAHCOBWM NNaHyBaHHsM, 3a-
OLLaAXKyBaTUMYTb, KOHTPOMIOBATUMYTb CBOI (DiHAHCOBI paxyHKu,
pO3CYA/IMBO BMKOPUCTOBYBaTUMYTb KPeaMTU Ta ynpaBnsiTUMYTb
6opramu; oKycyBaHHsi Ha Monoab; NobydoBM €OWMHOI KOMYHi-
KauinHoi nnatopmmn Ta CTBOPEHHS OCBITHbO-iHOpPMaLiNHOro
ueHTpy (OIL), sxkmn nnaHyetbea Bigkputn y 2022 p. HaBeaeHo
KoHUenuito HauioHanbHOro 6aHKy Logo 3axucTy npae CroXuea-
yiB hiHAHCOBMX MOCNYr, @ came: CTBOPEHHSI HOBOTO MiApOo34iny B
HBY (call-ueHTpy); NOCUNEHHs BUMOT A0 PO3KPUTTS iHopmaLii;
HOBWI MOPSIOK PO3rNsiAy 3BePHEHb rPOMafsiH; Harnsag 3a PUHKO-
BOIO NOBE/,HKOH0.

KniouoBi cnoa: 6aHk, ctpareris, ¢giHaHcoBa iHKMo3isA, i-
HaHCOBa rPamOTHICTb, iHHOBaLji.
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AHHOTALUA

OfHON 13 NPUOPUTETHBIX 3adayvy pedopMUPOBaHUSA (UHAH-
COBOro cektopa B pamkax CornaileHust 06 accoumaumn mexay
YkpauHon n EBponenckum Coto3om SBRsieTcs paclumpexve gu-
HaHCOBOW WMHKMIO3KKM, KOTOpasi Hepa3pbIBHO CBS3aHa C (hMHaAHCO-
BOV FPaMOTHOCTbIO U 3alMTON NpaB noTpebuTenei UHaHCOBbIX
ycrnyr npy npefoctaeneHun LndpoBbiX PUHAHCOBbLIX U KBa3ndu-
HaHCOBMX YCNyr, NpuMeHeHne BnokyenHy, MawmHHOIro 0byYeHus,
HOBbIX CTaHAapToB knbepbesonacHoOCTH U Tomy nogobHoe. Mpu-
BeAeHbl pe3ynbraTbl UCCrneaoBaHUs YpoBHS (OMHAHCOBOMW rpamoT-
HOCTW HaceneHus pasHbiX CTpaH. PaccMOTpeHbl NAThb KMHYeBbIX
peLleHNA-NpUopuTETOB CTpaTermn (hMHaAHCOBON FPamMOTHOCTU OT
HBY. MpuBegeHa koHuenums HauuoHanbHoro 6aHka no 3awmTe
npae notpebutenen GUHaAHCOBBIX YCNYT, @ UMEHHO: CO34aHMe HO-
Boro nogpasaenexus B HBY (call-ueHTpa); yxxectoueHne TpeboBa-
HWUWA K pacKpbITUO MHGOPMALIMK; HOBbIA NOPSLAOK PACCMOTPEHUS
obpalLleHnn rpaxgaH; Hag3op 3a PbIHOYHBIM NOBEAEHWEM.

KntoueBble cnoBa: 6aHk, cTpaTtervsi, puHaHCcoBast UHKII3KS,
(hrHaHcoBasi rPaMOTHOCTb, MHHOBaLWW.

Formulation of the problem. One of the stra-
tegic goals of the National Bank of Ukraine, as
well as one of the priorities of the financial sector
reform within the Ukraine-European Union Asso-
ciation Agreement, is the expansion of financial
inclusion, which is inextricably linked with finan-
cial literacy and protection of consumers of finan-
cial services in the provision of digital financial
services and quasi-financial services, crowdfund-
ing, blockchain, machine learning, new cyberse-
curity standards, and more.

Analysis of publications. Some aspects of the
theory and practice of financial inclusion, finan-
cial innovation, financial literacy have been con-
sidered in the works of Ukrainian scientists, name-
ly in the works of O.I. Baranovskii, T.A. Vasilieva,
S.M. Kozmenko, L.V. Kuznetsova, V.V. Kovalen-
ko, V.I. Mishchenko, T.S. Smovzhenko and others.

The purpose of the article (formulation of the
task). The purpose of the article is to substantiate
the key directions of development of the domestic
banking sector in order to grow the economy as a
whole and increase the level of trust of individu-
als and legal entities in financial institutions.

Presentation of the main research material.
The prerequisite for the stable development of
the financial sector and the economy growth as
a whole is to increase the level of trust of indi-
viduals and legal entities in financial institutions
and market practices. A comprehensive program
to develop Ukraine’s financial sector by 2020 has
begun a complete reform of Ukraine’s financial
system. Within the reform program, the stages
of clearance and restarting the banking market
have been completed, and the efforts to introduce
international activity standards in the markets
of non-banking financial services and securities
have been taken. Completing the implementation
of the Comprehensive Program and for further
development of the financial sector in Ukraine, a
joint working group composed of representatives
of the National Bank, Secretariat of the Cabinet
of Ministers, the Ministry of Finance, the Depos-
it Guarantee Fund, the National Securities and
Stock Market Commission, the National Commis-
sion for State Regulation of Financial Services

Markets, in Strategy of financial sector develop-
ment in Ukraine until 2025, identified the fol-
lowing priority directions of the financial sector
growth: strengthening the financial stability;
promotion of macroeconomic development and
economic growth; increase of the financial mar-
kets; expansion of financial inclusion; implemen-
tation of innovations in the financial sector [1].

According to the latest data from the World
Bank, 37% of Ukrainians are outside the finan-
cial system, i.e. they do not have a bank account.
The number of people actively using Internet and
mobile banking in Ukraine is 7-8 times lower than
in Poland and the USA. In these countries more
than 95% of retail payments and transfers are
made remotely, i.e. without the need to visit a
bank, but the bank branches in Ukraine are over-
loaded with cash transactions [2].

Financial inclusion means that citizens and
businesses have access to financial products and
services, regardless of income, age, place of resi-
dence or activity. In the modern world, financial
inclusion is regarded as one of the most import-
ant drivers of the economic development.

The Organization for Economic Co-operation
and Development (OECD) defines financial inclu-
sion as the process of promoting accessible, timely
and complete access to a wide range of financial
products and services, extending their use to all
sections of society through the implementation
of existing and innovative approaches, including
financial awareness and education in order to ad-
vance both financial prosperity and economic and
social inclusion [3].

According to the World Bank, more than
100 countries in the world have either already
developed a national strategy for financial inclu-
sion, or have the components of financial inclu-
sion added to broader national strategies.

It is important to increase financial inclusion
for different stakeholders: for regulators and the
state as a whole, as it attracts all segments of the
population into the economic system, which as a
result promotes economic growth through mobi-
lization of population savings, investing in the
development of the state economy, diversification
of the financial system; for financial service pro-
viders as it increases the number of consumers of
financial services; for consumers, as they can use
modern financial services more efficiently and con-
veniently, thus enhancing personal prosperity. Fi-
nancial inclusion contributes to raising and stabi-
lizing incomes, more efficient asset management,
and reducing vulnerability to economic crises.

Achieving financial inclusion requires a
thoughtful and coherent approach to identifying
problems and opportunities, using financial and
non-financial relationships, and agreeing on the
actions of a wide range of stakeholders. Finan-
cial «inclusion» is possibly provided when all the
public authorities have an appropriate approach
to regulating the financial sector, which would
give financial institutions more freedom to inno-
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vate and focus on segments of citizens with poor
financial services.

The informed consumer is another important
prerequisite for the development of financial in-
clusion in Ukraine. Such citizens make more pru-
dent financial decisions and also support the effi-
ciency of the financial system, creating a demand
for high quality financial services.

Today, the world’s leading countries, including
the United States, the United Kingdom, Canada, the
Netherlands, Australia and New Zealand, are mak-
ing much efforts to increase their financial litera-
cy. Best practices come together under the auspices
of powerful international organizations: the World
Bank, the Organization for Economic Co-operation
and Development (OECD), the United States Agency
for International Development (USAID), etc.

The OECD regularly surveys the financial liter-
acy levels of adults and young people, and has set
up a dedicated online platform, the International
Network for Financial Education (INFE), to com-
municate with representatives of various countries
patronizing the development and implementation
of national financial literacy strategies.

Thus, according to the OECD study, Ukraine’s
overall financial literacy index is 11.6 (out of 21).
This index is based on grades for financial knowl-
edge, attitude and behavior. The Ukraine’s index
is on the lowest level among the 30 countries in
the 2016 OECD survey, namely like Poland’s in-
dex (11.6). Ukraine’s result is also slightly lower
than the average (12.1) for the six low— and mid-
dle-income neighboring countries surveyed by the
OECD (Belarus, Georgia, Hungary, Poland, the
Russian Federation, Turkey). The difference in
results between Ukraine and other countries is
explained by low attitudes and knowledge scores
[4]. Financial literacy grades are the lowest in
the 18-24 age groups (10.6). Grades for financial
knowledge and behavior increase significantly
with increasing income, but the ratio is the same
regardless of income level. The level of use of fi-
nancial products in Ukraine is low. Only 60% of
respondents said they had used a certain type of
financial product over the past two years.

61% of respondents have savings made in a
certain way. However, for many respondents, the
savings are short-term. 52% said they saved mon-
ey by keeping it in their wallet or cash at home.
Only 12% of Ukrainians said they had saved mon-
ey by transferring money to a bank deposit ac-
count. More than half of those who have savings
in a deposit account also kept savings at home. It
demonstrates a very strong culture of preferring
cash and avoiding relationships with banks.

The level of financial welfare of Ukrainians
is low; in addition to that many Ukrainian fam-
ilies barely making ends meet. For Ukraine, as
a low-income country according to the European
standards, income is crucial to the overall finan-
cial prosperity of the population. But the research
shows that, regardless of the income level, well-be-
ing is also influenced by people’s behavior towards

money (avoiding loans to finance everyday needs),
their attitudes (whether they focus on the short-
term and costs, or the long-term and savings) and
their extensive financial knowledge. Programs to
increase financial literacy should include «soft» is-
sues that relate to culture in society, such as wor-
rying about tomorrow and a willingness to discuss
financial issues. The level of financial literacy is
the lowest in the 18-24 age groups.

In foreign countries, various institutions are
the leaders in raising financial literacy, but of-
ten this function belongs to the central bank or
the Ministry of Finance. The direct mandate for
implementing arrangements on financial literacy
belongs to financial regulators of the world leader
countries in terms of economic development, hu-
man capital and level of financial literacy: Cana-
da, Japan, the United Kingdom, Australia.

In addition, in a number of countries, finan-
cial literacy is taken care of by top officials of the
state, for example, in the Netherlands, financial
literacy is within the competence of Queen Max-
ima. Her Majesty Queen Maxima takes care of
issues of financial inclusion and financial literacy
at the global level. She is the UN Secretary-Gen-
eral’s Special Advocate for Inclusive Finance for
Development (UNSGSA), the honorary patron of
the Global Twenty-First Global Partnership for
Financial Inclusion (GPFI), a Trustee of the Glob-
al Initiative for the Future World Economic Part-
nership for economic inclusion [5].

Recently, the powers of the National Bank in
the area of financial literacy have been regulated
at the legislative level. 309 MPs voted in favor
of amendments to the Law on the National Bank,
which allow the NBU to take measures to increase
the level of financial literacy of the population.
Giving the National Bank the authority to imple-
ment financial literacy measures will help to in-
crease the sustainability and consistency of public
policies in this area [6].

The National Bank considers financial literacy
primarily as building financial culture, chang-
ing behavior. This requires sustained efforts in
a clearly defined approach, as well as transparen-
cy, accountability of resources and measurability
of results. It also enhances the involvement of a
wider range of partners, including coordination
programs and international assistance.

The National Bank, as the leader of financial
sector reform, developed and presented the vision
of the Financial Literacy Strategy in June, 2019,
which aims to unify, coordinate and consolidate
efforts by government, business and civil society
to improve financial literacy at the national level.
The NBU identifies five key priorities for finan-
cial literacy strategy:

1) changing the financial culture. It is the
knowledge, skills and attitudes needed to ensure
responsible financial behavior and enhance the
financial inclusion of the Ukrainians. Its compo-
nents have a whole range of cultures: tax, credit,
retirement, etc.

Bunyck 6(17) 2019
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2) making the Ukrainians financially aware
as the Europeans are. It is expected that citizens
will share the European values and be prepared
to live up to the European standards, be able to
make their own budget, be responsible for their
own financial decisions, be engaged in long-term
financial planning, save, control their financial
accounts, and use credit judiciously.

3) focusing on youth. Young people between
the ages of 10 and 24 (Generation Z and Genera-
tion Alpha) are the main target audience. The fo-
cus on youth dictates new approaches to learning,
and, therefore, the whole strategy. It is young
people who can act as change agents who will
teach their friends, parents, grandparents the fi-
nancial knowledge and skills that citizens need to
make informed decisions and are responsible for
their financial behavior.

4) developing a single communication platform.
A unified, single-brand communication platform
brings together all stakeholders and activities, be-
comes recognizable and helps to build trust.

5) creating an Educational Information Center
(EIS). It is the center of financial education and
communication regarding the mandate and func-
tions of the National Bank, which will combine:
visitor center, money museum, youth education
center, teacher competence center. The EIS is
scheduled to open in 2022 [7].

In order to build confidence in the financial
sector and increase the level of financial inclu-
sion, special attention is paid to an effective sys-
tem for protecting the rights of consumers of the
financial services. For the past eight years, none
of the government agencies has been concerned
with protecting the rights of consumers of finan-
cial services in Ukraine.

Thus, in 2018, the National Bank received more
than 13 thousand complaints from consumers an-
gered by the quality of financial services. In the
first half of 2019, 8 320 citizens appealed to the
National Bank of Ukraine, which is 1 522 (22.39%)
more than in the same period of 2018. Most of
the citizens’ requests were related to the CNPF
NBU members. At the same time, traditionally
topical issues raised by citizens in appeals to the
National Bank of Ukraine remain the issues reg-
ulating credit agreements between borrowers and
banks — 1 522 appeals (18.29%), payment sys-
tems and innovative development — 831 (9,99%),
banking supervision — 774 (9.30%), money cir-
culation — 613 (7,37%), relations under deposit
agreements — 441 (5,30%) of the total number of
appeals received in the current year [8 ].

The National Bank will now stand for the con-
sumer protection in financial services. For the
relevant Law of Ukraine “On Amendments to
Certain Legislative Acts of Ukraine on Protec-
tion of Consumers of Financial Services” (before
that: Bill No. 1085-1), 309 MPs voted in the first
reading. The document imposes obligations on the
National Bank to protect consumers of financial
services and provides it with tools to regulate the

behavior of financial market participants towards
clients. Thus, Ukraine will become the 120th
country where the state will protect consumers
of financial services. And the National Bank will
become the 98th central bank in the world to im-
plement this function [9]. In countries such as the
Gambia, Guatemala, Guyana, Honduras, Jamai-
ca, Kyrgyzstan, Madagascar, Mongolia, Poland,
Romania, the Russian Federation, Tajikistan, the
consumer protection function is not vested in the
financial market regulator.

The National Bank has proposed new approach-
es to protecting consumers of the financial ser-
vices. The concept provides:

— creation of a new unit in the National Bank,
which will take care of consumers of the finan-
cial institutions. It will set requirements for con-
sumer protection, provide the financial institu-
tions with clarifications of legislation, proposals
and recommendations on consumer protection.
It is also expected that its work will improve
the system of processing appeals to the National
Bank, in particular through the creation of a call
center. Consumers of financial services will also
be able to conveniently submit complaints on the
National Bank’s website and in the client’s per-
sonal office;

— strengthening disclosure requirements.
The financial institutions will be required to dis-
close reliable information about their products on
their websites and advertisements, and to warn
the client of the potential risks. They will also
need to provide convenient tools for comparing
the cost of their services (calculator, examples);

— developing a new procedure for consider-
ation of citizens’ appeals. The National Bank will
provide the financial institutions with recommen-
dations on the procedure for considering citizens’
applications, in particular: the recommended or-
der of application submission; the procedure for
personal reception of citizens; disclosure of infor-
mation about the right and procedure for submit-
ting complaints;

— supervision of market behavior. The Nation-
al Bank plans to monitor implementation of le-
gal requirements of protection of consumers of
financial services on the basis of analysis of cit-
izens’ complaints for detection of violations of
the legislation. The regulator will also monitor
the disclosure of information on websites and ad-
vertisements, and take action in the event of a
breach of law [10].

The implementation of requirements of the
draft Concepts for Consumer Protection, which
will be approved by the NBU Board after being
finalized, will be mandatory for financial insti-
tutions and will contribute not only to improving
the quality of financial services in Ukraine, but
also to increasing confidence in the financial sec-
tor, and its further strengthening. Therefore, not
only the recipients of financial services and the
National Bank, which protects their interests, but
also the financial institutions themselves, should
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be interested in introducing new approaches to
consumer protection.

Conclusions. New technologies and innovations
such as mobile financial solutions have already
proven efficiency as a catalyst for financial in-
clusion in the world, but it is impossible to create
a universal solution. The balance is needed to be
found between solving local problems, promoting
innovation, managing risks and protecting con-
sumers. And this requires deeper cooperation of
a wide range of stakeholders: government, busi-
ness, banks and fintech companies.
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