FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 4 (39)

UDC 336.71
Pohrishchuk H.
Doctor of Economics,
Associate Professor of the Department of Banking Finance and Insurance,
Vinnytsia Educational and Research Institute of Economics
of West Ukrainian National University, Ukraine;
e-mail: omarow998@ukr.net; ORCID ID: 0000-0001-6410-0594
Dobizha N.
Doctor of Economics,
Associate Professor of the Department of Banking Finance and Insurance,
Vinnytsia Educational and Research Institute of Economics
of West Ukrainian National University, Ukraine;
E-mail: boik_g@yahoo.com; ORCID ID: 0000-0002-8277-7977
Mpyronchuk V.
Ph. D. in Economics, Associate Professor,
Associate Professor of the Department of Banking Finance and Insurance,
Vinnytsia Educational and Research Institute of Economics
of West Ukrainian National University, Ukraine;
e-mail: Viktoria.marhitich@ukr.net; ORCID ID: 0000-0002-1720-4558
Lashchyk I.
Ph. D. in Economics, Associate Professor,
Associate Professor of the Department of Finance,
Lviv Polytechnic National Univercity, Ukraine;
e-mail: ssfaculty77@yahoo.com; ORCID ID: 0000-0001-5912-4276
Kashpruk Yu.
Ph. D. in Economics,
Associate Professor of the Department of Economic Theory,
Fundamental and Social Humanitarian Disciplines,
Vinnytsia Cooperative Institute, Ukraine;
e-mail: pimo215@yahoo.com; ORCID ID: 0000-0003-3183-8474

METHODOLOGICAL APPROACH TO FORMATION
OF A SYSTEM OF ECONOMIC AND LEGAL SUPPORT OF STABILITY
OF THE BANKING SYSTEM

Abstract. The heart of any market economy is its circulatory system. The complex of credit
and banking institutions that serve their viability of structures (infrastructural elements), is a full-
fledged banking system of the country. Modern dynamic processes of globalization of financial
markets due to the acceleration of the free movement of capital, in addition to a positive impact on
the development of national financial systems, create conditions for the spread of crisis trends,
including contributing to the manifestation of the chain of «infection effect» of banking systems in
the international financial space. A system of economic and legal support for the financial stability
of the banking system has been developed. The feasibility of creating and achieving the
effectiveness of which in modern conditions is due to the need to reboot the domestic banking
system to solve existing internal financial problems and transform it in accordance with the
European-oriented vector of development of the country’s economy. The existing system provides
for the financial stability of the banking system at two levels: at the macro level — the banking
system as an object with systemic properties; micro-level — banks as structural elements of the
banking system. The study of the features of the formation of a system of economic and legal
support for the financial stability of the banking system. The main task was to optimize the main
elements of the system of economic and legal support for the financial stability of the banking
system. The main goal of the study is to form a system of economic and legal support for the
financial stability of the banking system. A methodology for structuring system elements was

ISSN 2306-4994 (print); ISSN 2310-8770 (online) 2 9



OIHAHCOBO-KPEIUTHA [IANbHICTb: MPOBJIEMU TEOPIT | TPAKTUKM 2021 N2 4 (39)

applied. Building an information model allows you to structure the elements of the system of
economic and legal support for the financial stability of the banking system, see their relationship,
highlight the main and secondary ones.
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METOAWYHHUM NIIXIT 10 ®OPMYBAHHSA CUCTEMU
EKOHOMIKO-ITPABOBOI'O 3ABE3INEYEHHS CTABIJIBHOCTI
BAHKIBCBKOI CUCTEMHU

Anortania. Cepuem ¢GyHKIIOHYBaHHS OyAb-KOi PHUHKOBOI EKOHOMIKM € 1I cuctema
KPOBOOOITY. KOMIUIEKC KPETUTHO-O0aHKIBCHKUX YCTAHOB, 5IKi OOCIYTOBYIOTH CBOKO JKHUTTE3ATHICTh
CTpyKTyp (1HOPACTPYKTYpHHX €JIEMEHTIB), sIBJisie COO0I TOBHOKPOBHY OaHKIBCBKY CHCTEMY
kpaiau. CydacHi JUHaMiYHI Tporuecu riobamizamii (iHAHCOBUX PHHKIB 332 PaXyHOK NMPHCKOPEHHS
BUIBHOTO PyXy KamiTady, KpiM TO3WTHBHOTIO BIUIMBY Ha PO3BUTOK HAIlIOHAJHHUX (HDIHAHCOBHUX
CUCTEM, CTBOPIOIOTh YMOBH JIJIsl IOMIUPEHHS KPU30BUX TCHJICHIIIH, Y TOMY YHCIIi CIIPUSIOUN TIPOSIBY
naHiroxkka «Edekt 3apaxeHHs» OaHKIBCBKUX CHUCTEM y MDKHApOAHOMY (DiIHAHCOBOMY IPOCTOPI.
ko 3armuOuTUcs B Teopito MOOyA0BU JepKaBu, OaHKIBChKAa CUCTEMa, 3a3BUYAll, PO3TISAIAEThCS
SK TiacucTeMa abo cexTop (piHAHCOBOI CHCTEMH, SIKI pa30oM 3 MOJITHUYHOK CHCTEMOIO CTaHOBIIATH
€KOHOMIUHY cucTeMy nepxkaBu. s epekTHBHOI 1 moBHOMacIITaOHOI peainizauii cBOiX (QyHKIIH
B YMOBaX, KoM OaHKIBChbKa CHCTEMa BIJIrpa€ pOJb MATPUMKH EKOHOMIYHOTO 3pPOCTaHHS
1 cTpyKTypHOi mepeOyIoBHM B HampsMi IiJBUIICHHS KOHKYPEHTOCHPOMOXKHOCTI, IEpeKIaay

3 O ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 4 (39)

€KOHOMIYHOT'0 3pOCTaHHS Yy CTaOlabHY OCHOBY, CTUMYJIIOBAaHHS BHYTPILIHbOI IMPOMMCIOBOCTI Ta
MOMUTY Ha BUPOOJEHI BUPOOHUIITBA, y KPEAUTHUX OpraHizamiii moBWHHA OyTH (¢iHaHCOBA
cTilikicTb. [IpoBeneHo mociipkeHHsT ocoOnuBocTell (popMyBaHHA CUCTEMH E€KOHOMIKO-TIPAaBOBOTO
3a0e3neyeHHst (iHaHCOBOI CTalOLIbHOCTI OaHKIBChbKOI cucteMu. OCHOBHMM 3aBJaHHSM Oyiia
ONTHUMI3aIlisi OCHOBHUX €JIEMEHTIB CUCTEMH €KOHOMIYHOTO 1 MPaBoBOro 3abe3neueHHs piHaHCOBOI
cTifikocTi OaHKIBCbKOI cuctemMu. OCHOBHAa MeTa JOCHIKEHHS — (QOpMYBaHHS CHUCTEMU
€KOHOMIYHOr0 1 IpaBoBOro 3abe3neueHHs (iHAHCOBOI CTIMKOCTI OaHKIBCHKOI cuctemu. byna
3aCTOCOBaHa METOJIOJIOTISI CTPYKTYPYBaHHS efeMeHTiB cucteMu. [loOynoBa iHdopmarliiiinoi Mozeni
JI03BOJISIE€ CTPYKTYpPYBaTH €IEMEHTH CUCTEMHU €KOHOMIYHOTO 1 TPaBoBOro 3a0e3neueHHs (piHaHCOBOI
CTIAKOCTI 0AHKIBCHKOI CHCTEMH, MOOAYUTH 1XHIi B3a€MO3B’SI30K, BUIIJIUTH OCHOBHI 1 IPYTOPSI/IHI.

Kniouoei ciosa: eKOHOMIKO-TIpaBOBE 3a0e3eUeHHs, CTa0lIbHICTh, (DiHAHCOBA CTAOIbHICTD,
0OaHKIBChbKa cUCTEMa, OaHKHU.

®dopmyr: 3; puc.: 1; Tabmn.: 2; 6i6m.: 15.

Introduction. Modern dynamic processes of globalization of financial markets due to the
acceleration of the free movement of capital, in addition to a positive impact on the development of
national financial systems, create conditions for the spread of crisis trends, including contributing to
the manifestation of a chain «effect of infection» of banking systems in the international financial
space. Given the high sensitivity of the banking system to external shocks and imbalances, as well
as the leading role in the reproductive structure of the economy and financing the needs of business
entities, timely diagnosis of the violation of its financial stability is an extremely important task
facing the National Bank in the current and long term.

Like any open economic system, banking system is very vulnerable and sensitive to
destructive influences from both external and internal socio-economic and political factors, in turn
causes a deterioration in the main parameters of its state, limits the ability to ensure the normal
functioning of the money market, negatively affects the organization of payment circulation, causes
an imbalance in financial flows between banks and other business entities and, as a result, leads to a
decrease in macroeconomic indicators and the level of competitiveness of the country as a whole.
Therefore, in recent years, ensuring financial stability of the banking system has become one of the
most important tasks of economic policy, which is urgent for every state. Under such conditions, for
a timely response to the identified imbalances in the banking system, it is extremely necessary to
develop and implement an integrated approach to monitoring its financial stability. Since the
indicators of financial stability of the banking system constitute the analytical basis for its
monitoring, and organizational and economic support is the basis for improving this process, the
priority tasks in the thesis were to deepen the content of financial stability of the banking system
and analyze approaches to its assessment, and form a system of organizational and economic
support for financial stability. In addition, the formation of an effective system for ensuring
financial stability is a condition for restarting and reforming the banking system in accordance with
the chosen European-oriented vector of development of the country’s economy.

The presence in Ukraine of a functional financial sector, in particular the banking sector, is a
prerequisite for creating an effective market economy, gaining strong positions in the domestic and
world markets. For the functioning of the banking system in Ukraine, a regulatory framework has
been developed, the principles of banks’ activities, methods and instruments of monetary policy,
and the like have been introduced. However, the rapid development of financial globalization
processes poses more and more tasks for the banking system, in the event of the solution of which
Ukraine will become its active participant.

Research analysis and problem statement. The state of the banking system is of decisive
importance in the context of the development of the national economy. It is banks that are one of
the main sources of investment of financial resources in the country's economy. The study of the
problems of banking regulation and the achievement of financial stability has been the task of many
scientists, in particular, one can single out: Akhigbe [1], Allen [2], Anginer [3], Beck [4], Boyd [5],
Chant [6] and others [7—15].
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Keeping due to the scientific growth of scientists, it should be noted that the issue of
forming a system of economic and legal support for the financial stability of the banking system
was not considered due to the ordering of its basic structural elements using the mathematical
apparatus.

The task is streamlining the fundamental elements of the system of economic and legal
support for the financial stability of the banking system.

The main purpose of the study is to form a system of economic and legal support for the
financial stability of the banking system.

The research methodology. In order to build an information structure, many elements that
are included in the system of economic and legal support for the financial stability of the banking
system, with the distribution of elements by levels with more or less dominance, the methodology
of structuring the elements of the system was applied. Because of deductive logic, many elements
have been obtained, that is, a list of elements of the system of economic and legal support for the
financial stability of the banking system, between which there are certain interrelationships. These
elements have the following content and designation: «1» — subjects; «2» — principles, «3» —
functions; «4» — objects; «5» — tools; «6» — target; «7» is the task.

Results of the research. The relationships between the elements are shown in Fig., where
the direction of the arrow is determined by the direction of the dependency: the arrow points to the
element on which it depends and from which it comes.

Fig. Relations between the elements of the system of economic and legal support
for the financial stability of the banking system

Based on Fig., using the binary relation «depends on», a dependence matrix B is
constructed, the elements b;; of which are equal to (1):

bii=4 1, if i depends from j;
0, if i don’t depends from ;. (1)

The next is the reach matrix. To construct it, a binary matrix (I + B) (where 7 is the identity
matrix) is formed and raised to the power £, at which condition (2) is satistied:

(1+B)“'<1+B)*=1+B)"". 2)

Achievable vertices /; from vertices 4; form a subset R (4;), previous vertices hi of vertices A,

form a subset A(h;). The set of those vertices A(h;) = R(h;) N A(h;), for which the requirement of

3 2 ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 4 (39)

unreachability from any remaining vertices of the set H is fulfilled and can be denoted as the model
level. To structure the set of elements H is formed Table I with the elements 4; R(h;), A(h;) and

R(h;)) N A(h;) and the first iteration of the analysis is performed.

Table 1
First iteration of building a structured diagram
h; R(hy) A(hy) R(hy) N A(h)
1 1,34 1,2,6,7 1
2 2,1 2 2
3 3,5 3,1 3
4 4 4,5,6,7,1 4
5 5,4 5,6,7,3 5
6 6,7,54,1 6 6
7 7,5,4,1 7,6 7

To form a subset R(h;) from the i-th row of the reach matrix, no-zero elements are written
out. To form a subset A(%;) from the i-th column of the reach matrix, no-zero elements are written
out. The subset R(h;) N A(h;) is formed as a logical intersection of elements of two subsets R(%;) and
A(h;). Elements for which condition (3) is satisfied make up the first level of model (3):

A(hi) = R(hy) O A(hy). 3)

Accordingly, in Table I indicates that condition (2) is satisfied for the second and last
elements, which means that they are the first level of the information model. After rejecting the
elements obtained during the first iteration, iterations are carried out until more than one element
remains. When repeating iterations, the level of elements was obtained, which are presented in
Table 2.

Table 2
The system of economic and legal support for the financial stability
of the banking system
The goal is to ensure the stable and secure functioning of the banking system
Principles, including both general and specific
Level 2 Tasks involving the formation of a transparent policy of the National Bank and increasing capitalization

Level 1

Level 3 Subjects

Level 4 Functions, which include organizational, legal, analytical, stabilization, methodological, control
Level 5 Instruments (monetary regulation; Macro-regulation; Micro-regulation)

Level 6 Objects

Building an information model allows to structure the elements of the system of economic
and legal support for the financial stability of the banking system, see their relationship, identify the
main and secondary ones. It is important to note that a feature of the constructed system is the
defined levels of ensuring financial stability and the coordinated combination of monetary policy
instruments of the National Bank of Ukraine, existing and promising for the introduction of macro-
and microprudential regulation instruments, allows to form an integrated approach to ensure
financial stability and which are advisable to take into account in the process of its monitoring.

Conclusions. A system of economic and legal support for the financial stability of the
banking system has been developed. The feasibility of creating and achieving the effectiveness of
which in modern conditions is due to the need to reboot the domestic banking system to solve
existing internal financial problems and transform it in accordance with the European-oriented
vector of development of the country’s economy. The existing system provides for the financial
stability of the banking system at two levels: at the macro level — the banking system as an object
with systemic properties; micro-level — banks as structural elements of the banking system. The
features of the functioning of the developed system of economic and legal support for the financial
stability of the banking system are determined, taken into account and specified in its elements:
goals, objectives, subjects, objects, principles, functions, tools.
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