Bunyck 9, 2019

147

UDC 336.71:338.246.025
DOI: https://doi.org/10.37320/2415-3583/9.24

Kryshtal Halyna
PhD of Economic Sciences,
Interregional Academy of Personnel Management

Kapeliushna Tetiana
PhD of Economic Sciences,
State University of Telecommunications

SYNERGY OF THE BANKING AND SOCIO-ECONOMIC SECTORS
UNDER THE INFLUENCE OF THE STATE REGULATOR

The article examines the factors that influence the relationship between the banking and socio-economic sectors, which
testifies to their close relationship. the capabilities and potential of one sector increase as the other sector develops. The
issues of sector synergy in the system of interaction between the bank and the state regulator, the banking and economic
sector and the banking and social sector, both in theoretical, methodological and practical aspects, remain insufficiently
developed. Banking entities should give the opportunity to use all opportunities to maximize profits without restriction
in a period of economic growth, which will provide enough painless support to businesses in order to retain and develop
full-fledged, strong partners in the future. The implementation of the principle should be temporary, and the costs of the

banking sector can be offset by economic growth.
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Introduction. The complex combination and inter-
play of internal and external factors give the synergies
of banking and socio-economic sectors the contra-
dictory character, which is exacerbated at the current
stage of economic development. The most common
internal factors of synergy between the banking and
socio-economic sectors are risks, which account for
40% of the value of banking services. Regardless of
the types of risks, accounting for them in the structure
of bank interest rates, as a rule, leads to an increase
in rates, which affects the limited ability to initiate a
synergy or reduce its intensity and quality.

Analysis of recent research and publications.
Today, scientists in the field of state regulation and
banking, such as Adamovskaya V.S., Didkivska L.1I.,
Golovko L.S., Minenko V.L., Chugunov LI,
Pavelko A.V. consider issues of state regulation in
their works. However, it is worth noting that there are
practically no studies on the synergy of state regula-
tion of banking and socio-economic activity.

The purpose of the article is to identify the syn-
ergy of state regulation of banking and socio-eco-
nomic activities and to organize an effective synergy
mechanism.

Outline of the main research material. Some
banks are inclined to pursue an aggressive investment
policy, taking on high risks that result in increased
arrears and a decline in the quality of their banking
assets. Having gained negative experience, banks go
either by reducing the practice of unnecessary risk
financing or by offsetting risks by increasing the cost
of servicing. In other words, attempting to minimize
risks by adjusting the interest rate of one bank may
restrict access to resources and in many others, which
focus on average market interest rates.

The mortgage collateral valuation techniques
used by banks, based on the banks' desire to take into
account the negative experience and to be re-insured
for a certain period of time even in the case of low
risk, further increase the cost of servicing.

In our opinion, in the current practice of syn-
ergy of the banking and socio-economic sectors the
effect of such a factor as the policy of attracting
banking resources, as the formation and distribution
of resources occurs through different channels, the
priority of which has changed in recent years, does
not lose its importance. In particular, statistics for
2019 show that the main source of banks' resource
base are deposits of the society, interbank loans and
credits of the National Bank. This structure demon-
strates the shift of emphasis towards internal deposit
sources in order to give the resource base stability
and independence from external sources. Therefore,
in spite of some post-crisis reductions in the rates on
current contributions, the principles of money trans-
fer and the operation of state deposit insurance sys-
tems determine the lion's share of this source in the
structure of banking resources [1].

Significant transformation of bank liquidity flows
occurred due to instability in the interbank lending
market, as a result of crisis phenomena, significantly
reducing banks' resource potential and limiting the
activity of their synergy with economic sector enter-
prises. At the same time, loans in the interbank credit
market are still significant because of the multiplier
effect through the influence of banks' resource base
on the growth of production, increase in output and
services [2].

Due to the need to counterbalance the effects of
the crisis and the problems with bank liquidity, NBU
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refinancing loans, previously used solely to influence
the cash flow, have become more widely used. Thus,
in the world practice there are cases when central
banks with the help of refinancing instruments began
to stimulate the interaction of the banking and eco-
nomic sectors with the aim of mitigating the nega-
tive impact of structural imbalances of reproduction
through the implementation of operations related to
guarantees, lending to priority industries, using dif-
ferentiated interest rates [3; 5].

The so-called "mirror" effect has such a factor as
the level of development of information and tech-
nological potential of the sectors. On the one hand,
this factor has a positive effect on the state of banks
and enterprises, since the introduction of innova-
tion reduces the cost of products and services, pro-
motes the modernization of production facilities and
increases the investment activity and attractiveness
of each other's entities [4; 6]; banks generate growth
in financial innovations oriented towards more ade-
quate and diversified satisfaction of the needs of
economic sector enterprises (new types of invest-
ment deposits are emerging, securitization of bank
assets, credit and interest rate derivatives, indexed
instruments, etc. are used) [5]; on the other hand,
rapid development of information and financial
technologies contributes to the weakening of links
between sectors by increasing speculative banking
operations that are detached from the needs of the
socio-economic sector.

The current trends of synergy of the banking and
socio-economic sectors, accompanied by instability
of the world economic and financial situation, show
that in relation to internal factors, external factors are
acting directly, which are related to the changing state
of the economy, volatility of the world financial and
raw materials markets, specifics and vector of eco-
nomic policy and norms of state regulation.

The government's economic policy in most
market economy countries is geared to supporting
sustainable economic growth by stimulating invest-
ment activity that integrates scientific and techno-
logical processes and economic, social, and political
aspects. Thus, the goal of economic development
strategies implemented in other countries is to diver-
sify the economy, including through the intensive
use of modern technologies and the rational redi-
rection of domestic sources of financing to priority
industries [7; 8].

Following the example of the most developed
countries, development banks have been set up to
play an important role in the development of eco-
nomic infrastructure and priority sectors of the
economy, filling the existing shortage of resources
in the banking sector. At the same time, one of the
directions of intensification of investment activity by
the state is the use of funds accumulated in pension,
insurance and sovereign national funds, which allows

to partially resolve the question of dependence of the
banking sector on external long-term sources.

Therefore, in our opinion, infrastructure develop-
ment is a factor that stimulates the interaction of the
banking and socio-economic sectors. Those who have
developed infrastructure institutes include: credit
bureaus that provide information transparency, miti-
gate risks and prompt service; insurance institutions
that support the sustainability of the synergy process;
collection agencies and funds of problem assets, the
activity of which is focused on solving problems with
accumulated overdue debt; the independent valuation
companies providing liquidity assessment of mort-
gage property, etc.

The balanced regional policy of the state, which
combines the support of both the regional banking
sector and the direct support of enterprises of prior-
ity sectors of the economy and industry, is able to act
as a factor that stimulates the successful interaction
of the sectors. However, such advantages of regional
banks are maneuverability in transactions, posses-
sion of information about the real state of affairs in
industries and regions, the ability to meet the existing
needs flexibly and adequately, in the current condi-
tions are overcome by such problems as significant
territorial remoteness, unprofitable business infra-
structure, which narrows the accessibility of banking
services to the socio-economic sector.

In the years of economic prosperity, the banking
sector is less and less thinking about risk, increasing
the volume of its loan portfolio, including attracting
more favorable external borrowing for them. In turn,
economic sector enterprises, with significant external
debt and losing price competitiveness as a result of the
speculative boom and the appreciation of the national
currency, are experiencing a deterioration in finan-
cial results, which gradually leads to a slowdown in
production growth and an increase in defaults. At the
same time, under the combined burden of increasing
the interest rate and non-repayment of loans, the con-
dition of the banking sector deteriorates as well, since
over-speculated mortgage objects due to the changed
conditions can no longer cover the volume of previ-
ously issued loans.

Assessment of the factors, which affect the rela-
tionship between the banking and socio-economic
sectors, indicates their close relationship: the capa-
bilities and potential of one sector increase as the
other sector develops. Systematicity as a property of
the process of synergy of the banking and socio-eco-
nomic sectors is caused by: firstly, the genesis of the
definitions of the "banking sector" and "socio-eco-
nomic sector", which represent the integrity, which
consists of many interdependent elements; secondly,
the systemic nature is manifested in the embedded-
ness of the activities of the subjects of both sectors in
the macroeconomic system, which reflects the effects
of their synergy and, at the same time, the inevitabil-
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ity of the reciprocal changes in the situation of the
subjects of the sectors; thirdly, the process of syn-
ergy of the banking and socio-economic sectors is a
component of the system structure, which has its own
natural behavior, self-development, self-government,
self-organization, adaptation on the basis of mutual
synergy of elements and functions [7].

The banking sector, while having access to infor-
mation on the status of socio-economic entities on
the basis of servicing their accounts, most often uses
degrading tools that are contrary to the interests of the
latter. The property of regulation, due to the fact that
the results of the synergy of the subjects of the sectors
or the lack thereof, affect the course and quality of
socio-economic development, which makes interac-
tion of the object of state regulation. Using adminis-
trative levers, methods and instruments of economic
policy, the state adjusts the synergy process, defines
its perspective directions of development and "points
of growth", stimulating the prevailing direction of
resources in them.

The complexity of the synergy process of the
banking and socio-economic sectors is that its finan-
cial, economic, structural, functional and technologi-
cal and other components must be realized through
the prism of taking into account the views and inter-
ests of the parties and the compromise on which the
sustainability of the process sectors depends, as it is
the imperfection of management systems that has
been identified as the main cause of the "cooling" of
relations between sectors in times of global crisis.
Manageability is the set of planning, organization and
control actions taken by the synergies that are forced
to take into account not only the asymmetrically
directed interests and goals of the counterparties, but
also their permanent tendency to change in the exter-
nal environment; it is an important characteristic of
the synergy process.

At the initial stage of the initiation and organiza-
tion of the synergy process of the banking and socio-
economic sectors, characterized by the assessment of
the potential counterparty and deciding on the feasi-
bility of synergy, the principle of mutual justification,
the implementation of which is focused on overcom-
ing the existing asymmetry of information between
the entities. Indicative, in this case, is a situation
where banks, in an effort to improve their perfor-
mance in times of crisis, may artificially overstate the
borrower's financial condition to reduce the amount
of reserves created, and, in the assessment of credit
applications, on the contrary, to lower. Such incon-
sistency in the estimates gives unreliable results and
affects the degree of validity of the decision.

The practice of using external credit ratings,
as recommended by the Basel Committee (Basel
I and III), shows that current rating systems are
often isolated and not integrated into the synergy
risk management process, which threatens not only

the risk management and risk reduction, but also the
synergy itself. The deterioration in the quality of
banks' assets and the status of economic sector enti-
ties in the post-crisis period clearly demonstrates
the importance of this principle and requires the
improvement of valuation practices as an important
institutional component of the development of sec-
tor synergies.

It is the long-term nature of synergies based on
the principle of partnership between the actors of the
sectors that has the potential to provide a multipli-
cative impetus for growth of investment activity and
enhancement of inter-sectoral resource flows. From
the point of view of supporting the process of synergy
of the banking and socio-economic sectors by the
state regulator and ensuring its orientation towards
achieving the expected results, in our view, the prin-
ciple of coordination of banks by the National Bank
of Ukraine, implementation of which allows to avoid
contradictions and reduce transaction costs on the
basis of aligning and adjusting the strategies of the
entities of the sector according to the changed condi-
tions of their functioning.

Despite the fact that the misconduct of the bank-
ing and the socio-economic sectors has always been
one of the problems limiting their interaction, it has
been particularly talked about today when it became
clear that the risk of the impact of external destructive
factors in the context of globalization on financial
markets are so large that it is necessary, first of all,
to achieve internal stability and stability of relations
between actors of strategically important sectors of
the economy and society.

Therefore, in our opinion, it is not advisable to
speak of corporate social responsibility of entities
separately, since it does not produce results due to
the split of positions: conditions and obligations may
be fixed in documents of sector entities, but in the
process of synergy, they may not work. Considering
that no regulator other than the interacting entities
themselves is able to best monitor their compliance,
it should be a matter of implementing the principle of
mutual responsibility, which envisages the fulfillment
of the commitments undertaken by the entities, the
development of stable communications and the confi-
dence between them.

Current trends in the decline in the quality of
banking sector assets against the backdrop of slowing
economic growth, the need to divert bank resources
to create reserves, the problems of banks' liquidity
and capital adequacy predetermine the active position
of financial regulators in the implementation of the
countercyclical principle, which involves the imple-
mentation of two scenarios of growth: additional
reserves in case of stressful situations and shocks,
attraction of mainly internal sources of funding, per-
fection of the risk management system; at the stage of
crisis: implementation of conservative policy of ser-
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vicing the economic sector, characterized by the use
of previously accumulated potential [3].

However, according to some academics and prac-
titioners in the banking sector, the introduction of
a counter-cyclical approach by regulators can sig-
nificantly limit the amount of resources that could
be channeled into the socio-economic sector as the
economy grows. In our view, these concerns are fully
justified for the following reasons: firstly, the change
in the size of reserves created by banks, regardless of
the stage of the economic cycle, leads to a restriction
of bank investments in the development of the eco-
nomic sector, which in the conditions of economic
development will weaken the interaction of sectors
against the background of the need for implemen-
tation of the innovative strategies; secondly, the
implementation of the countercyclical approach of
regulators is based on the recommendations of inter-
national financial institutions, credit agencies and
Basel agreements that do not take into account the
peculiarities of the national economy of developing
countries, the current state, potential and capabilities
of the economic, banking and social sectors other
than the world financial centers' capacities and capa-
bilities; thirdly, the need to implement the counter-
cyclical principle should not come from regulators,
but be embedded in the synergy mechanism of the
banking and socio-economic sectors.

In this regard, the principle of counter-cyclical-
ity means exclusively the behavior of the banking
and socio-economic sectors, which sometimes goes
against the true interests of each party in the interests

of maintaining the stability of relations and coopera-
tion in the conditions of unfavorable period of eco-
nomic development.

Conclusions. Banking entities should be given
the opportunity to use all the opportunities to max-
imize profits without restriction in a period of eco-
nomic growth, which will provide enough painless
support to businesses in order to retain and develop
full-fledged, strong partners in the future. The imple-
mentation of the principle should be temporary, and
the costs of the banking sector can be offset by eco-
nomic growth, as the parties can agree in advance and
consolidate their obligations in the relevant treaties.

In the period before the formation of stable infor-
mal institutions, it is advisable to consolidate the prin-
ciple in the legislative order. It should be noted that
the implementation of the set of principles presented
is aimed at eliminating the inevitable contradictions,
conflicts and disputes between the entities of the
banking and socio-economic sectors. Harmonization
of the conditions, search for solutions, mutual con-
sideration of interests, exchange of ideas and inten-
tions, joint search for satisfaction of the needs of the
interacting parties inevitably leads to a compromise
adjustment of the goals, self-esteem, and behavior
of the interacting entities and changes of their initial
state, gradually forming the corresponding composi-
tion of the institutional background, formal (reflec-
tive) institutions for assessing, regulating and allo-
cating resources and risks, and informal (ethical)
norms and traditions of relationships between actors
in the sectors.
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Kpumrans I'.0., Kanexromna T.B.
eporcasnuii ynigepcumem menekoMyHiKayiu

CHUHEPI'IA BAHKIBCBKOI'O TA COIIO-EKOHOMIYHOT O CEKTOPIB
I BIJIMBOM JEPKABHOI'O PEI'YJIATOPA

Ilpakmuune 6useienHs cuHepeemMuuHo20 eexmy 6 pesyromami 63aemodii elemenmis (niocucmem) cucmemu
8i00ysacmovcs Y 6uUenA0l NOABU HOBUX 8rdAcMUBOCMell, (QYHKYIU abo MexaHizmié QYHKYIOHY8AHHA HOB0CMEOPEHOI
inmeeposanoi cmpyxkmypu. Oco oMy N0A6a HOBUX BIACTNUSOCHIEN A AKOCMEl 0A€ 3M02y 00CA2MU HAOA2amo OinbUI020
epexmy Ha cninbHy Oito nidcucmem, HidC NPOCMA MeXAHIYHA cyma pe3yivmamis ix camocmiunoi pooomu. Busuenns
cunepeii Ak inocogcvroi kamezopii npuzgeno 0o cnpuiHAMmMA 6azamovma a8mMopamu npoyecy, OUHAMIYHA 3MIHA
cmany (abo pyx ckiadosux 1io2o enemenmis) UsHAUAe 1020 GHYMPIUHIO YINICHICMb | CINUMYIIOE 3a2albHUL PO36UTNOK
(npuuuHa icHY8aHHA cucmemu modce Oymu 8racHum Haciiokom). Ilumawnns cunepeii cekmopy 6 cucmemi 83a€mo0il
banky — 0epoicasnozo pezynsamopd, OAHKIBCbKO-eKOHOMIUHO20 CeKmopy ma OAHKIBCbKO-COYIaNbHO20 CEKMOopY, AK 6
meopemuyHoMy, Mmax i MemoOoI02i4HOMY Ma NPAKMUYHOMY ACHEeKMAx, 3aIUuaiomsvcs HeO0CMAamHubo po3pooaeHUMU.
Mema cmammi — eusgumu cunepeiio ()epofcaeyoeo pecyniosanus OisbHOCMI OAHKIBCHKOT Ma COYIANbHO-eKOHOMIUHOT
cpepu ma opzanizysamu egpekmusnuil mexamizm cumepeii. /Jogedeno, wo 00620CMpPOKOGULL xapakmep cunepeii,
3ACHOBAHUIL HA NPUHYUNI NAPMHEPCMEA Midic cy6'exkmamu CeKmopis, Mooice 3a0e3nedumu  My1bmuniikamugHui
NOWMOBX OJisl 3POCMANHA THBECIMUYIUHOI aKMUBHOCII Ma aKMuei3ayii Midceany3esux nomokKie pecypcis. 3 mouxu
30py RIOMPUMKU NPOYeCy CUHepii Midic OAHKIBCLKUM CEKMOPOM Ma COYIaNbHO-eKOHOMIYHOIO CIOPOHOIO 0ePIUCABHOZ0
peeyaamopa ma 3a6e3nevents 1o20 CnpAMoSaHoCmi Ha OOCACHEHHS OYIKY8AHUX Pe3YIbMAmie GANCIUSUM € NPUHYUN
Koopounayii banxie HBY, peeynosanus 3 60Ky K020 0036018€ YHUKHYMU CYNEPEYHOCMI Mda 3MEeHULYE MPAHCAKYIHI
sumpamu Ha OCHOBI KOOpOUHAYIi ma Kopuey8anHsa niopo30inie ceKmopié 8ionosioHo 00 3MIHeHUX YMO8 ix pobomu.
banxiecokum cyd'ekmam 20cnodapiosanns ciio HAO0Amu MONCIUBICTNL GUKOPUCIOBYEAMU 8CI MOMCIUBOCTI O
Mmaxcumizayii npubymky 6e3 obmedxcensb y nepioo eKOHOMIYHO20 3POCMAHHSA, W0 HAOACMb 00CMAmHbO 0e3001icHOl
niompumku 0Oiznecy 3 Memolo 306epedicenHs ma po36UMK)Y HNOGHOYIHHUX, CUNbHUX NAPMHEPIE Y MauOYmMHbOMY.
Peanizayis yvb02o npunyuny mae 6ymu mumiacosoro, a sumpamu 6aHKi6cbKo2o ceKmopa Moxcyms Oymu KOMnenco8ami
EeKOHOMIYHUM 3DOCHAHHAM, OCKIIbKU CHOPOHU MOJICYMb 3A3041e2i0b 00OMOGUMUCH | 3aKpInumu c8oi 30008 13aHHs Y
BI0NOGIOHUX 002080PAX.
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