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MODERN TRENDS OF FINANCIAL SECTOR DEVELOPMENT
UNDER THE VIRTUAL REGIONALIZATION CONDITIONS

Abstract. The article analyzes the current trends in the development of the financial sector
under the virtual regionalization conditions. Based on empirical research with regard to global
financial institutions, options for addressing the problems of micro, meso and macro levels in the
long-term prospect of the world economy have been suggested, in relation to the technological
cycle of Kondratiev waves. In the study, research results of both the economists engaged in the
problem of sustainable socio-environmental-economic development under the modernization and
post industrialization conditions, and researchers of adjacent scientific fields. The analysis results of
the present article allow for the discovery of new horizons and areas for scientific analysis to bring
together science and practice, as well as for creating conditions for accelerating scientific and
technological progress.

Key words: modern trends, financial sector, competence delegation, virtual regionalization,
Kondratiev waves, globalization.
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COBPEMEHHbIE TEHAEHUWU PA3BUTUA PUHAHCOBOI'O
CEKTOPA B YCIIOBUAX BUPTYAJIbHOU PETMOHATIU3ALIUA

AHHOTauusa. B cratebe mpoaHaNM3MPOBAHBI COBPEMEHHBIE TEHICHIWH PAa3BUTHS
(PMHAHCOBOTO CEKTOpa B YCIOBHUSAX BUPTYalbHOHM pernonHanu3anuu. Ha ocHOBaHUM SMIUPUYECKHX
VICCIICIOBAaHNH B OTHOIICHUM TIJIOOAIBHBIX (PMHAHCOBBIX HMHCTHTYTOB, IPENJIOKECHBI BapHAHTHI
paccMOTpeHust MpoOJIeM MHUKpO-, M€30- M MaKpo- YPOBHEH B IEPCIIEKTHBE PA3BUTHS MHPOBOM
9KOHOMHKH, B COOTHOIICHHMHM C IIMKJIOM TEXHOJIOrM4eckux BoiaH KowupapatbeBa. B pabore
HCIIOJIB30BaHbl PE3YJIbTAThI I/ICCJ'IG,Z[OBaHI/II‘/’I KaKk J3KOHOMHMCTOB, 3aHHMArOIINXCA np06neM0171
YCTOHYMBOTO  COLMAJIBHO-DKOJIOTO-JKOHOMHYECKOTO  Pa3BUTHA B KOHTEKCTE  yCJIOBHH
MOJICpHM3ALMM ¥ TOCTHHIyacTpalM3allu¥, TaK ¥ HCCIEAOBaTeNel CMEXKHBIX HAy4HBIX
HalnpaBJICHUI. Pe3yNbTaTel aHann3a B JaHHOM CTaThe MPEANOIaraloT OTKPBITHE HOBBIX TOPU30HTOB
Y HanpaBJICHUH AJIS MPOBEIEHUS HAYYHOTO aHaIM3a C LENbl0 0ObEAMHEHUS HAYKHU U MPAKTUKH, a
TaKXKe CO3JaHus YCIOBHH JUISl yCKOPEHHsI HAy9HO-TEXHUUECKOTO IIporpecca.

KnioueBble cjI0Ba: COBpeMEHHBIE TEHACHIWH, (UHAHCOBBIM CEKTOp, JeJeTHPOBaHUE
KOMIICTEHLIUH, BUPTyasibHasl perHOHAIM3aIMs, BOIHBI KOHApaTheBa, riobann3anus.

®opmyn: 0; puc.: 4; Tabu.: 1; 6ubm.: 42

Introduction. In the period of fundamental transformation of the global
economic system and acceleration of the pace of scientific and technological
progress, which are caused, according to the Kondratiev theory, by the development
of a new, sixth, technological paradigm in the economy [1, p. 101], the question of
the effective use of limited resources becomes ever more relevant [2, pp. 36-38]. In
particular, the latter is related to the formation and implementation of neo-industrial
model of development and functioning of the world economy [3, pp. 983-999; 4; 5, p.
27]. In turn, there is no denying the fact that the dominant role in managing the global
development processes is played by such world-class financial institutions as the
World Bank, the Federal Reserve System, the European Bank for Reconstruction and
Development, Standard Chartered Bank (Hong Kong) Limited, Industrial and
Commercial Bank of China, China Construction Bank, Agricultural Bank of China or
the Bank of China. Along with this, the investigations of the charitable organization
«Oxfam International» indicate that the most of the Earth's wealth is concentrated in
the possession of less than 1% of the planet's population [6].

Thus, considering the trend of monopolization of the economic interests of the
majority by the minority (99%: 1%) and with the help of financial and credit
economic management tools, the economic science is confronted with the problem of
global market de-monopolization with the purpose of socio-economic environment
stabilization. To confirm the relevance of the above mentioned statement, it is
necessary to bring examples of studies by prominent scientists and economists with a
worldwide reputation, related to the analysis of the problem, namely George Soros,
Joseph Stiglitz, Zbigniew Brzezinski, Henry Kissinger, who consider socio-economic
disparities to be the main problem of society in the period of intense globalization,
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caused, to a greater extent, by the development of information technology (the fifth
technological paradigm [6, pp. 22-25.]).

Literature review and the problem statement. Correlation of the factors of
sustainable socio-economic development is described in the works of a great number
of scientists. For example, Khobta V.M., Popova O.Y., Meshkov A.V., Kravchenko
S.I., Bondareva 1.A. [7; 8, pp. 14-21; 9, pp. 236-244] consider the solution to the
issue of sustainable development by means of strengthening and enhancing the
inovation processes at micro level.

In turn, Ivanov S.V., Lyashenko V.I.,, Tolmacheva A.F., Blagodarniy A.lL.,
Kharazishvili Y.M. [10, pp. 9-34; 11, pp. 18-23; 12, pp. 30-37; 13, pp. 3-21] examine
the issue of socio-economic stability from the standpoint of small and medium-sized
businesses development, taking into account the factors of regional peculiarities.

Research on global functioning and development of the economy has been
carried out and covered in the works of such authors as Kosolapov N.A., Dementiev
V.V., Dalevskaya N.M., David P., Foray D., Hall B., Vishnevskyi V.P., Lyashenko
V.1, Warwick K., Vodolazskaya N.V. [14; 15, pp. 50-54; 16, pp. 1-5; 17, pp. 9-24; 4,
p. 57; 19], and many other scientists.

In particular, the problems of the financial sector development, the analysis of
which has been carried out in relation to the global transformation processes, is
represented in the works of many scientists, notably the works of [1; 20, pp. 129-135;
21, pp. 37; 22, pp. 287-303; 23, pp. 87-102; 24, pp. 62-79] and others. However, the
question of stability and uniformity of the socio-economic development still remains
unresolved, which is caused by philosophical view of the process of civilization
development, rather than by the point of view of economic analysis, where the
financial sector plays one of the most significant roles.

Thus, in the present article, it is proposed to consider the development of the
financial sector as a key element of the economic system from the point of view of
scientific and technical progress prospects.

The study is aimed at ascertaining the impact of competence delegation factor
on the future development prospects of the financial sector. In turn, the delegation of
competence is referred to as redistribution of the administrative functions and
authorities by means of defining compromise and consensus with the use of models
of strategic sinergetization and competitiveness optimization [25, pp. 70-77].

Research results. The main hypothesis of the present article is as follows:
improving the functioning of the financial sector at the expense of transformational
and transactional costs in the long term transformation of the financial and credit
system and formation of a new order of functioning of the economy, as well as
emergence of the added value, using the advantages of small businesses in relation to
corporate governance.

To achieve this goal, theoretical and empirical methods have been used in the
study. In particular, systematic approach has been applied when addressing the
functioning of the financial sector within the global economic system context,
whereas the method of abstraction has been applied by analysis and synthesis,
induction and deduction of economic phenomena. The formalization of the analogy
has been used to systematize the results obtained in the studies.

207



The article consists of three parts. The first part explores the issues of the
economic system functioning at the global level, financial sector in particular. For the
analysis, data of the World Bank and international research institutions have been
used. In the second part, modern approaches to solving problems related to socio-
economic stability are presented in the context of the motivational financial factor
when delegating financial competence in the course of transformation of the
technological structure of global economic system. Finally, in the last part of this
article, solutions to the set tasks are proposed to achieve the purpose of the study.

The importance of financial and credit policy in the functioning of the modern
economic system cannot be overestimated. Financial institutions with real
instruments of impact on the economy form their strategies based on the principles of
maximizing profits, which, in principle, is logical for any business entity.

However, with the question of sustainable economic development on a global
scale getting more relevant, which is caused mainly by the achievements of scientific
and technological progress and global warming, the severity of the social inequality
has been revealed. As noted above, the ratio of 99%:1% of the total number of people
on the planet, and a corresponding distribution of all resources is, respectively: 99%
<50% and 1%> 50% [6]. In turn, the retention of this situation by the minority is
currently possible due to the monetary policy of global corporations and deterring the
use of new technologies in the economy, the confirmation of real opportunities of
which does not require a particular argument.

According to the World Bank [26, p. 3], the development of digital
technologies leads to a decrease in global productivity and increase in global
inequality. To analyze this phenomenon, it is proposed to abstract and examine the
problem from the standpoint of determining the concentration of financial resources.
Taking into account the fact that new technologies use such a competitive advantage
as "temporary monopoly"”, let us consider the technological development as a
structure of technological paradigms (Fig. 1) in accordance with the Kondratiev
cycles (Fig. 2).

CHANGE OF TECHNOLOGICAL PARADIGMS

=== Embryo phase

- === Growth phase
1770 1830 1880 1930 1970 2010 wes  Maturity phase

T T »

Figure 1. Change of technological paradigms
Source: complied by the author based on own research [1, pp. 101-104]
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GLOBAL CRISIS AS A COMBINATION OF CYCLIC CRISES

A
Economic

activity level

2008 2012,

mmm Kitchin cycle War for technological leadership and domination in global economy
wess Juglar cycle

Kuznets cycle
=== Kondratiev cycle

Figure 2. Global crisis and the state of economic activity in the first third
of the 21% century

Source: complied by the author based on own research [5, p. 12]

Based on the above information, it can be assumed that the fifth and sixth
technological paradigms may well have a significant potential, in particular for the
development of the financial sector. However, the capital concentration of the
financial sector, while being its foundation, operates in the sector of energy resources.
Figure 3 clearly demonstrated a global trend of increasing energy consumption. It
should also be noted that the development of alternative energy could be considered
as the proof of the beginning of Kondratiev’s sixth wave.

520
-;; /"/
_é 15| . ’
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Figure 3. Global energy consumption
Source: [27]

The development of alternative energy sources is equally important for the
European Union [28]. However, first, in the programs of strategic development an
emphasis i1s made by the economists on energy security, given the instability of
international politics regarding the distribution of energy resources.

Thus, having analyzed the state of the global economic system, development
vectors and sources (concentration) of capital for the development of the financial
sector have been selected.
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So, returning to analyzing the problem of social and economic sustainability,
let us consider information technology as a tool for adaptation and implementation of
technologies of the 5™ and 6™ paradigms in the structures of economic systems of
various region scales.

Today, the development of information technologies (the 5™ paradigm) is
transforming the economic environment, thereby defining new development
directions, including those for the financial and credit system. With the advent of the
Internet, virtual reality, digital technologies, the speed of technological progress has
increased significantly. This thesis, looked at through the prism of the information
speed factor, does not cause any doubts.

Motivational components for the development can be assumed as the ratio of
100 to 1, where 100 is the conditional potential speed of economic development of
the majority (99% of the population owning 50% of all resources), and 1 is the speed
of implementation of innovative technologies at the moment (under other constant
equal conditions).

In turn, according to the World Bank, in 2015 there were 3.2 billion of Internet
users, of which 1.1 billion are using high-speed Internet [26, p. 3]. Hence, almost half
of the world's population can use modern information technologies in the comfort of
their homes.

Consequently, a new organizational form of economic and political system -
virtual regionalism — may enter the political game [29, pp. 22-24], prerequisites of
which are shown in Fig. 4. This socio-economic phenomenon was initially
investigated in the economic systems of cross-border environment, where
administrative borders were less important than economic relations [30].

Thus, considering the phenomenon of virtual regionalization as one of the
modern forms of integrating people, it makes sense to quote a well-known political
and economic futurist George Friedman: “If anyone had said in 1950 that the world’s
great economic powerhouses a half century later would be Japan and Germany,
ranked second and third, that person would have been ridiculed. If you argued in
1970 that by 2007 China would be the world’s fourth-largest economic power, the
laughter would have been even more intense. But it would have been no funnier than
arguing in 1800 that the United States by 1900 would be a world power. Things
change, and the unexpected should be expected.” [31, p. 41].

Returning to Kondratiev’s waves (see Fig. 1), it is assumed that the embryo
phase of the sixth technological paradigm is within the span of 2010-2018.
Consequently, it can also be assumed that reaching the bifurcation point of the new
technological paradigm in the economic system may facilitate the transformation not
only in the economy, but also 1n its scientific perception.

"The cheapest pride is the national pride. It uncovers in an infected subject a
lack of individual qualities that he could be proud of, because otherwise he would not
refer to things that he shares with millions of people. He, who possesses significant
personal advantages, constantly watching his nation first notices its shortcomings.
But a poor man having nothing that he could be proud of, grabs the only possibility,
and is proud of the nation he belongs to; he is ready to protect all its disadvantages
and stupidity with affection "[32, p. 189].
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Figure 1. — Specifics of virtual regionalization
Source: compiled by the authors based on own researches

The above-cited statement of Schopenhauer is the basis of the multiculturalism
policy in the current period of globalization. However, on the other hand, examples
of "rootless cosmopolitanism" [33] are known to the history, where the legal basis
makes a human fully dependent on the political system.

Thus, resolving the issue of national identity and overcoming various kinds of
limits in the development, with the formation of virtual regionalism, let us move on
to the final part of our study, namely, the definition of prerequisites for the effective
use of instruments of financial sector competence delegation in global strategic
perspective.

Systematizing the arguments listed in Table 1, it is necessary first to focus on
financial sector competence delegation. We are talking about the setting of the
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process direction from the concentrated capital (50%) by 1% of owners to the
introduction of technologies of the 5™ and 6™ paradigms using the potential of the
majority (99%) and the existing market conditions in the current global economic
system.

Economic scales of the minority and majority (1:99 - working class and
capitalists), in the corresponding relation, by analogy, have the properties of small
and large forms of incorporation with special features inherent in them. Figuratively,
the capitalists owning assets in the form of technologies of the 5™ and 6" paradigms,
through the exploitation of the working class, using the reorganization of the
financial sector (delegated competencies) and using the Internet environment, are
capable of clustering the subjects of small business (virtual regionalism); they have
an unprecedented opportunity of augmentation of their capital that can function and
develop in the direction of cognitive technologies, and as well as increase the share of
the 5™ and 6™ technological paradigms in the structure of the global economic
system.

Table 1
Summary of the effective use of instruments of financial sector competence
delegation in the period of the sixth technological paradigm.

Components Majority Minority
1 | Planet population Majority — 99% Minority — 1%
2 | Total number of the world’s 99% - 7,326 bln people 1% - 74 mln people
population ~ 7,4 bln people [26,
p.3]
3 | Disposal and ownership of <50% [6] >50% [6]
resources, including financial 1% <0,51% 1% >50%
[6]
4 | Economic scale [11, pp. 18-23] Small and medium Large (meso, macro,
(micro) mega)
5 | Prevailing forms of Small and medium Corporate business
incorporation [11, pp. 18-23] business
6 | Capital management structure Horizontal Vertical (reflexive
[34] (clusters) management) [35; 36]
[10, pp. 9-34]
7 | Main sources of added value Labor sales Labor purchase
[37,p. 178]
8 | Technological paradigms used 1st, 2nd, 3rd, 4th Sth, 6th (perspective
in production process (perspective — 51 & 6™ — cognitive
[5, pp. 22-25] paradigms) technologies of the 7
paradigm)
9 | Actual needs [38, pp. 108-112] Phisiological, security, Recognition and self-
social affiliation actualization
10 | Main principles of capital Moral Legal
preservation [39; 40]
11 | Financial stability in Stable Unstable
development [41]
12 | Development rate (under other High Low
equal conditions) [42]

Source: authors’ formulation based on the sources indicated in the table
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In turn, information asymmetry and psychological unpreparedness of most of
the world's population can be an obstacle for the rational use of scientific and
technological advances referring to the technologies of the 5™ and 6™ paradigms.
However, the correlation between legal and moral principles of interpersonal
relations can have a positive impact on the stabilization of socio-economic
environments in the global economic system.

Conclusions. Thus, taking into account the information stated above in the
present article, the following conclusions can be drawn:

1. The financial sector being one of the most important tools of the economic
system, in the period of transformation of the latter, is also able to undergo changes in
its forms and properties. Currently in the global economy, the basis of the financial
sector is the energy sector, and the direction of development is investing in projects
of innovative technologies implementation and in research areas of cognitive science.

2. Taking into account the economy development trends, including information
and nanotechnologies, from the standpoint of the theory of Kondratiev cycles, it can
be estimated that the strategic perspective of global development will have the
following direction: from the improvement of an individual’s personal space to social
synergistic integration. In particular, we are talking about the formation of virtual
regionalism.

3. In the period of transformational changes in the global economy, the
financial sector competence, in order to increase the efficiency of capital utilization,
will be delegated directly to a sponsored subject. An example of such kind of
interaction algorithm in modern economy are structural funds to finance social
infrastructure, where the main function of the efficient capital utilization - and along
with it the competence of interaction between the capital owner and the subject of the
project implementation - is delegated.

Consequently, the present studies can serve as an impetus for rethinking the
model of economic functioning of the global economic system both for the economic
scientists concerned with the issues of sustainable development in mega, macro, meso
and micro systems and for the researchers of other related scientific fields.
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