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Klimenko V. Problems of credit and cooperative sector development in Ukraine.

In the article the current state and characteristics of the cooperative credit sector of
Ukraine is researched. It was revealed that inadequate state regulation of not only the financial
sector of the economy in general, but also credit cooperative sector in particular had caused a
number of problems that hinder their effective activities. The main of these problems are
constantly changing legal framework and institutional inability to regulate credit unions. The
main consequence of this situation is the emergence of pseudo unions (and loss of public
confidence in the credit cooperative as a form of mutual and self help), reducing the
effectiveness of their activities’ regulation. Taking into account the experience of foreign
countries in the regulation of credit cooperative sector (namely in terms of creating the proper
regulatory framework and institutional environment for credit unions functioning), the
introduction of credit unions’ sector Self- Regulating Organization was proposed. It must unite
the representatives of the state regulator and the market as well as fulfill a highly important in
modern conditions of Ukrainian economy development indirect supervision function, which will
significantly reduce the risks, contribute to strengthening and maintaining liquidity. Over the
long term this will ensure the stability of the system of credit cooperatives in Ukraine. The study
aims to identify current problems of cooperative credit unions in Ukraine and develop proposals
for their solution. The subject of work: the causes of emergence and the role of government in
providing legal environment to solve them. In research process the following methods of
research were used: analysis and synthesis, comparison, historical and logical method. The main
result is the development of approaches to optimize the measures of state regulation of national
economy credit cooperative sector. The results obtained might be used in development of
legislative reforms aimed at the regulation of financial institutions in Ukraine, as well as
implementing credit unions' sector Self- Regulating Organization.

Kaunmenko B.I. HpOﬁJ’IeMH PO3BUTKY KPECIUTHO-KOOIIEPATUBHOI0O CEKTOpa B
YxkpaiHi.

JlocaikeHo CcydyacHHH CTaH Ta OCOOJMBOCTI PO3BUTKY KpPEAUTHO-KOOIEPATUBHOTO
CCKTOpa €KOHOMIKH praIHPI. BI/IHBJ’ICHO, 10 HEAOCKOHAJIC ACPIKAaBHE PCTYJIFOBAHHA HEC JIUIIC
¢biHaHCOBOI c(hepr EKOHOMIKU y LIJIOMY, @ i KpeIUTHO-KOOIIEPATUBHOIO CEKTOPA 30KpeMa CTalu
OPUYMHOK BUHUKHEHHS psAAy HOpoOieM, fKi NepelKo/KalTh iX e(QEeKTUBHINH isSUIbHOCTI.
KirouoBum# 3 1iuX mpo6IieM € OCTIHHO 3MIHHE 3aKOHOAAaBY€ MMOJIE Ta IHCTUTYIIIITHA HE3JaTHICTh
KpCAUTHUX CITLJIOK A0 CaMOpCTYJIFOBaHHH. OCHOBHUMH HaCJ'Ii)IKaMI/I TaKOoro cCTraHoOBHIIIA €
BUHUKHEHHS ICEBJOCIIIOK, 3HWKEHHS €(EKTUBHOCTI PETYJIOBaHHS iX AISUIBHOCTI. 3BakKarouu
Ha 3apyOiKHMHA TOCBIJ y chepi peryoBaHHs ASUIBHOCTI KPEIUTHO-KOOIEPATUBHOIO CEKTOPY (a
camMe B AacHeKTl CTBOPEHHS HaJeKHOI HOPMATHBHO-TIPaBOBOI 0a3M Ta IHCTUTYLIHHOTO
cepeaoBurIIa (bYHKI_IiOHYBaHHH KpCAUTHUX CHiJ’IOK), 3aIIPOINOHOBAHO 3aIIPpOBAIKCHHS
CaMOpETYJIIBHOT ~ Oprasi3aiii CeKTopa KpeOuTHUX CIUIoK. BoHa TmoBMHHa 00’€IHATH
HpCIlCTaBHI/IKiB ACPIKAaBHOI'0 pPETYJIATOpa Ta PHUHKY, a TaKOK BHKOHYBATU HaﬂSBanﬁHO
aKTyaJIbHy B CyYaCHUX yMOBax PO3BUTKY €KOHOMIKHM YKpaiHM (DyHKIIIO HENpsIMOro Harjsay,
sKa JO3BOJIUTH ICTOTHO 3MEHIIMTU PU3MKH, CIIPUATH YKPIIUIEHHIO Ta MiATPUMI JIIKBiAHOCTI. Y
JIOBFOCTPOKOBIM TMEpCHEeKTHBl 1€ J03BOJHUTH 3a0€3MeYUTH CTAaOUIbHICTh (YHKIIOHYBAaHHS
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CHUCTeMH KpenuTHOi koomepauii B VYkpaiHi. OCHOBHMM pe3yabTaToM poOOOTH € po3poOka
MIIXOMIB /O ONTHUMI3aIii 3axOdiB JEPKaBHOTO PETYIIOBAHHS KPEAUTHO-KOOIIEPATUBHOTO
CeKTOpa HaIllOHATBbHOI eKOHOMiKM. OTpHMaHi pe3ylbTaTH MOXYTh OYyTH 3acTOCOBaHI NpHU
po3pol11i 3aKoHOMaBUMX pedopM y chepi perymroBaHHS AiSUIBHOCTI (DIHAHCOBHX IHCTUTYTIB B
VYkpaiHi, a TAKOX IIPU 3aIIPOBAKEHHI CAMOPETYJIIBHOI OpraHizanii CeKTopa KPeIUTHHUX CIILJIOK.

Knumenko B.U. IIpoGaeMbl pa3BUTHS KPeIUTHO-KOONEPATHBHOIO CEKTOpPa B
Ykpaune.

HccnenoBaHo COBpEeMEHHOE COCTOSSHUE U OCOOEGHHOCTH PAa3BUTHS  KPEOUTHO —
KOOIIEPAaTUBHOTO  CEKTOpa HSKOHOMHUKM  YKpauHbl. BBIABIEHO, UYTO  HECOBEPIIEHHOE
rOCy/IapCTBEHHOE PETyJIUPOBAaHHE HE TOJIBKO (PUHAHCOBOH cepbl SIKOHOMHUKHU B IIEJIOM, HO U
KPEIUTHO — KOOIEPATUBHOTO CEKTOpa B YAaCTHOCTH CTAJIM NPUYMHON BO3HMKHOBEHHS psa
npo0sieM, KOTOpbI€ MPEMmsITCTBYIOT UX 3(PPeKTuBHON nesTenbHOCTH. KiroueBbIMH U3 ITHX
npo0JeM SBISETCS MOCTOSHHO MEHSIOIIEECs] 3aKOHOAATENIbHOE I0JI€ M MHCTUTYIHOHAIbHAS
HECIIOCOOHOCTh KPEIUTHBIX COI030B K caMoperyiupoBaHuio. OCHOBHBIMHU IOCIEICTBUSMU
TAKOTO TIOJOXEHHUSI SBISETCS BO3HMKHOBEHHE IICEBJOCHWIOK, CHIDKEHHE 3(PPEKTHBHOCTH
pPEerylupoBaHUs WX JEATEIbHOCTH. YUHUTHIBas 3apyOeKHBI ONBIT B cdepe peryaupoBaHuUs
NeSITEIbHOCTH KPEAWTHO - KOOIMEPATUBHOTO CEKTopa (a KMMEHHO B acCHeKTe CO3JaHHA
Ha/JIeXkKallell HOPMAaTUBHO-TIPaBOBOI 0a3bl M MHCTUTYLMOHAIBHON cpelbl (QyHKIMOHUPOBAHUS
KPEIUTHBIX COIO30B), TPENJIOKEHO BBEACHHWE CaMOPETYJIMPYEMOH OpraHu3aldl CEeKTopa
KPEAUTHBIX COr030B. OHa 0JDKHA OOBbEIUHUTH MPEICTABUTENEH TOCYyIapCTBEHHOTO PETysTopa
U PBIHKA, 8 TAK)K€ BBINIOJHATH YPE3BBIUANHO aKTyalbHYI0 B COBPEMEHHBIX YCIOBHUSX Pa3BHUTHUS
SKOHOMHMKH YKpauHbl (QYHKIMIO KOCBEHHOTO HAaJ30pa, KOTOpas TMO3BOJHUT CYLIECTBEHHO
YMEHBIINTh PUCKH, CIOCOOCTBOBAThH YKPEIUICHUIO U TIOJICPKKE JTUKBUIHOCTH. B monrocpovnoit
NEPCIeKTUBE JTO TMO3BOJUT OOECHEUUTh CTAOMIBHOCTh (YHKIIMOHUPOBAHUS CHCTEMBI
KpeIUTHON Koomepauuu B YkpamHe. OCHOBHBIM pe3yJbTaTOM PaOOTHI SIBISIETCS pa3padoTKa
MOJIXOJIOB K ONTUMHU3AIMU MEP IOCYJapCTBEHHOTO PEryIUpOBaHUs KPEAUTHO — KOOIIEPATUBHOTO
CEKTOpa HAIMOHAIBHON SKOHOMUKHU. [lomydeHHBIE pe3yiabTaThl MOTYT OBITH NMPUMEHEHBI IpPU
pa3paboTKke 3aKOHOJATEeNbHBIX pedopM B cdepe peryaupoBaHUsl NEATEIbHOCTH (UHAHCOBBIX
MHCTUTYTOB B YKpaWHE, a TaKKe IPU BBEICHUH CAMOPETYJIHPYEMOW OpraHHM3alUd CEKTOpa
KPEAUTHBIX COIO30B.

Statement of the problem. The effectiveness of the credit cooperative sector of any
country is largely dependent on government regulation. In Ukraine, credit unions face a number
of challenges and obstacles linked primarily with continuously variable legislative field and
institutionally by the unions to self-regulation. Despite this, quality new approaches to
government regulation of credit-cooperative sector of the national economy should be developed
and submitted for implementation.

Analysis of main studies and publications. The basic principles, approaches and
methods of State management and regulation of credit unions in the national economy are
examined in the works: V. Gorncharenko, O. Lutsyshyn, A. Olenchik, M. Tuhan-Baranovsky, A.
Chayanov etc.

Statement of the problem. The purpose of article is identifying of the current problems
of the credit cooperative sector of the national economy that have emerged as a result of the
imperfect state regulation and the development of approaches in order to get effective solutions
in modern conditions.

Summary of the basic material of the study. Improvement of the cooperative sector of
the national economy is made among others by making the appropriate changes to legislation
that regulates certain aspects of cooperative activity. In general, regulation is an objective
process through the identification of the limits made by using special methods and
corresponding instruments, which are in the possession of public authorities and used in order to
achieve the desired economic and social effect [3, p. 19-21]. Under the legislative regulation of
the cooperative sector to understand the taking of appropriate measures to regulate a specific
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type of activity the cooperative forms of management, the adoption of regulations, and
overseeing their implementation. These aspects include: the commercial code of Ukraine, civil
code of Ukraine, law of Ukraine "on cooperation, law on agricultural cooperation, the law of
Ukraine" on credit unions”, etc.

The most important problems of development of credit-cooperative sector of the national
economy, related to the lack of government regulation and such that need an immediate solution,
in part, attributed the following : 1) legal problems (collisions that occurred after making
changes to the tax code of Ukraine regarding the tax status of credit unions (as a non-profit
organization; also unsettled the issue of taxation of contributions) and the ambiguity of the legal
status of Credit Union's (non-governmental organization that provides loans at interest);
ineffective opposition to the emergence of psevdokreditnih unions; no guarantee fund members
of the Credit Union, which negatively affects the image of co-operative credit institutions in
Ukraine; introduction of requirements regarding the requirement to use a cash register); 2)
organization problems (the lack of consolidation of credit unions; creation of the co-operative
Bank and central co-operative Bank).

The relevance of these issues is evident, because without them credit unions, on the one
hand may not fully develop. Thus, the formation and development of credit-cooperative sector
of the national economy significantly inhibited. Effective legislation which regulates the
activities of the financial and credit system in Ukraine, is it stable, and hence the formation of
the relevant legislation is the objective and actual problem. In modern terms the importance of
the legislative and normative-legal support is determined by the State through the application of
legal, budgetary, monetary and other mechanisms to regulate the quality and quantity of the side
of the development of the financial and credit system. Implementing regulation and supervision
in the field of financial and credit relationships, the State must not only define the rules for the
implementation of these relationships, but also to anticipate their impact on socio-economic
development of Ukraine.

It is necessary to take legislative and normative acts that will contribute to the
development of the financial and credit system, will increase its reliability and independence,
protect the financial and credit institutions from excessive interference in their activities of
administrative and regulatory authorities, as well as solve the task of the financial credit of the
interaction between different economic actors that determines the relevance of these scientific
and practical problems. To solve certain problems, the implementation of a number of events
take place. One of the biggest problems that arose after the adoption of the latest changes to the
tax code of Ukraine is getting rid of credit unions the status of non-profit organizations that is
false and completely contrary to international practice. In addition, it has created a new conflict,
when the law of Ukraine "on credit unions" they are non-profit organizations, however, the tax
code not assigned to non-profit organizations. On the other hand, the feasibility of the
introduction of tax credit unions grounded the features of their functioning in the now existing
legal field of Ukraine and fully meet modern requirements.

The idea of credit unions and granting them the status of non-profit organizations for the
purpose of tax into account, above all, their social values. However, given the legislative
membership credit unions to financial institutions whose sole activity is to provide financial
services, in practice, the consolidation of the status of non-profit organizations by credit unions
in Ukraine actually contributed to abuses on the part of individual pseudo unions [2, p. 10-14].

The actual functioning of the pseudo-unions is the consequence of the shortcomings of
State regulation and oversight of the activities of the credit cooperative sector of the national
economy. Therefore, getting rid of all credit unions non-profit status is not justified. Therefore,
in our opinion, it is necessary to improve government regulation to prevent the activities of
unions, which do not meet international cooperative principles.

In addition, it has created a new conflict, when the law of Ukraine "on credit unions"
they are non-profit organizations, however, the tax code not assigned to non-profit
organizations. On the other hand, the feasibility of the introduction of tax credit unions
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grounded the features of their functioning in the now existing legal field of Ukraine and fully
meet modern requirements. In turns, the tax code of Ukraine to non-profit institutions entitled to
receive tax benefits by including in the register of non-profit institutions and organizations. In
this case the right to use the Credit Union benefits regarding taxation occurs just after making it
to the register of non-profit institutions and organizations on the basis of paragraph 12 of article
157 of the tax code of Ukraine [5]. Also the tax code of Ukraine (paragraph 4 of article 157) [8]
established types of income of credit unions that are exempt from taxation.

Evidence that in Ukraine the development of credit unions is not primarily a social
orientation, and the desire for income (of pseudo-unions), which would not be subject to
taxation, is in practice neglecting the basic principles of credit cooperatives. You can agree with
the opinion of V. Krylov and N. Nikonov that needs in the development of credit unions, like
in order to reach population financial services, in fact there was no [6, s. 38]. On the basis the
bill on amendments to the tax code [7] of this was adopted law of Ukraine of Ukraine "on
amendments to the tax code of Ukraine regarding taxation of non-profit organizations™ [10],
however, the non-profit status of credit unions based on it has been restored.

Another big problem that needs a solution, there is a need for establishing the guarantee
fund of the members of the Credit Union. The need to address it no doubt and is justified by
many scientists, but in a period of substantial deterioration of the national economy against the
backdrop of sociopoliti¢noi instability — it takes on special urgency. As rightly noted by a.
Drozd and Sherepetko [4, p. 299-303], priority development of credit cooperatives in Ukraine is
to protect the interests of the citizens of Ukraine — members (depositors) credit unions with the
aim of ensuring the financial stability of the system of credit cooperatives in Ukraine and
increase the level of protection of the most vulnerable sectors of the population from losing
them their savings placed on deposits in credit unions. Therefore, it is advisable to create the
relevant legal conditions in order to: 1) operative output insolvent credit unions with the
financial services market; 2) reimbursement of their members funds by the deposit guarantee
fund of members of credit unions. It is extremely important on the legal level to determine the
mechanism of the liquidation of the insolvent credit unions which attract contributions
(contributions) of the members of credit unions on deposit accounts.

Especially acute questions about cleaning sector, credit cooperatives from psevdo-credit
unions. During the crisis, because of deficiencies in legislation, inadequate understanding of the
socio-economic nature of credit unions on the part of the population policy failures of
regulation and supervision of the State, there were institutions that, using the non-profit status
of the Credit Union, then pocketed the money without providing them with financial assistance.
Such pseudo-credit unions, experts estimate that there were about 10% of the total number of
existing institutions in Ukraine. Against the heads of such agencies and their partners were
raised about 100 criminal cases, but to return the funds of the depositors of these affairs.

Another problem of the credit unions that needs addressing, is the introduction of the
mandatory nature of the requirements for the use of a cash register in the activities of credit
unions according to the accepted 28.12.2014 r. law of Ukraine "on amendments to the tax code
and certain legislative acts of Ukraine regarding tax reform™ No. 71-VII1 [9]. It's about the fact
that the mandatory introduction of cash registers, which developed and civilized market
economy brings a number of significant advantages (in particular, in the fight against shadow
economy and corruption), and promotes consumer protection, current conditions in Ukraine for
credit unions has the opposite effect. It is about the difficulty of adequately reflected in
financial documents of the funds passing through cash Credit Union to revenue. For example, a
member of the Credit Union makes a deposit (this is not a money Credit Union, because they
have to be returned after a certain period of time) However, their holding via a cash register
carries them to the income. And at the end of term deposit funds you will need to return, so it
is unclear how this operation hold through the cash register. As a result, turnover on the box
office of the Credit Union will not be the same as the speed on the cash register.
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Problems is in need of having to confirm the independent auditor (audit firm), defined
by the general meeting of the Credit Union, its annual statements. Services, audit companies,
as a rule, are very costly, potentially negatively affect the financial condition of credit unions.
Therefore, it is advisable to introduce the European practice of self-control credit cooperation
through the creation of a network of specialized associations. In addition, the criminal
activities of psevdospilok indicates that the availability of the findings of the independent
auditor does not protect Union problems, and its members from losing savings.

Today the Ukrainian legislation does not provide for the mandatory listing of credit
unions to one or another association or self-regulatory organization, as well as requirements for
self control and internal audit. The creation of the self-regulatory organizations of credit
unions is consistent with practices of foreign countries. This question depends entirely on the
State as the main subject of the process of regulation of credit unions in Ukraine. Thus, the
establishment of a self-regulatory organization (SRO) of the sector of credit unions on the
basis of equal representation in the organs of management representatives of the State
regulator (the National Commission) and the market (NAKSU and VAX), which from the side
of the regulator will be transferred to the authority for inspections and control over the
activities of its members, which would establish common international practice indirect
supervision, making it more effective at lower budgetary cost.

In addition, the formation of the central co-operative financial institution, with the aim
of liquidity support credit unions, will significantly enhance the stability of the system of credit
cooperatives. Quite often, an organization of the highest level are created in the form of a bank
which acts as a Central Bank for their cooperative members. It accumulates excess liquidity,
redistributes it places excess funds in various financial markets.

In Ukraine it is advisable to use when creating a co-operative banks experience
Lithuania, where with the support of the State created a Central Credit Union (CFB), which
includes 61 from the current 67 credit unions and which is actually a cooperative bank for
credit unions. CFB provides participating credit unions lending to maintain their liquidity and
replenishment of the loan portfolio. All credit unions participating in the CFB are obliged to
keep the current account in the CFB, and opening accounts in other banks is possible only by
permission of the CFB. Participants in CFB using only software; within CFB operates its own
payment system. CFB places money in government securities, deposits in the Central Bank of
Lithuania. In Ukraine in accordance with the strategy for the reform of the State regulation of
non-banking financial services in 2015-2020 envisages the introduction of mechanisms to
support liquidity in the market of credit unions by mutual lending through the combined credit
unions and cooperative banks (formed by the credit unions), however, specific ways of
implementation mechanisms is not spelled out. In this regard, the essential is that
Goncharenko, who notes that for creating real conditions for the construction of the system of
cooperative banks should: 1) introduce changes the State of the initial share capital of Central
and local co-operative banks with the option to purchase shares in the State over the next 10
years; 2) provide separate premises of the State savings bank for the Organization of
cooperative banks; 3) clearly define and consolidate the legislative status of non-profitability
cooperative banks with the appropriate mode of taxation, regulation and supervision; 4) create
the necessary conditions for the integration of the individual credit unions (optional)
cooperative banking system [1, p. 327-333].

In our opinion, it is advisable to clearly define the mechanisms for the implementation
of this provision, since in the current edition of the law “on banks and banking activity" the
possibility of establishing cooperative banks, already provided. Analysis of the problems faced
by credit unions, implementing their mission on the market of financial services provided need
to determine ways to overcome total incoherence, which is a modern condition of the activities
of credit unions. An important role in the interaction between the participants of the market of
financial services plays a government regulation. The main approaches to the optimization of
activities of State regulation of credit-cooperative sector of the national economy, defined by
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the us so: a) the fallibility of rationale the exclusion of credit unions from the list of non-profit
organizations tax code of Ukraine, b) inadmissibility argument setting for credit unions
regulatory requirements at the level of commercial banks (after the planned transfer of the
supervision of this sector of the NBU); c) prove the need to create a favorable legal
environment for the revival in Ukraine cooperative banks; d) determining measures to clean up
credit-cooperative sector of the national economy from psevdokreditnih unions. It is possible
to identify the most important directions of reforming of the State regulatory policy in the
credit-cooperative sector of the national economy. Conclusions. Thus, the proposed conceptual
approaches for improving credit cooperative sector of the national economy will allow for a
short time to radically change the situation in the development of credit unions in Ukraine.
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