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Annotation. The practical importance of formalizing the formation
processes of development strategy of national financial sector (NSF) of Ukraine is
proved. The existing methodological approaches to the NSF formation depending
on the position regarding the participation of foreign capital in the financial
sector, as well as on the existing and desired number of functioning financial
institutions are revealed. The methodological approach to the forming the NSF
development strategy on the basis of its structural parameterization is proposed.
The proposed approach ensures the procedure optimality by checking the
compliance developed by the input, output and internal parameters of its validity.
The essence and features of each stage of the procedure, their sequence are
characterized, as well as the reasonably selected parameters and the sequence of
integrating the partial parameters into the integral ones with the further
interpretation of the obtained values are explained. The proposed structural
parameterization is practically suitable for application and provides control to
the developers of the NSF development strategy over the logic and efficiency of its
development.

Keywords: structural parameterization, financial sector, strategy,
development, efficiency.

1. Introduction

In today's unstable and risky conditions of the Ukrainian economy
functioning, the development of its financial component should become the basis
for achieving stability and competitiveness [1-25]. The key problem is the
development and implementation of a reasonable and realistic strategy for the
NSF development, from the standpoint of goals and the current state. The essence
of the NSF development strategy, as a reasonable action plan to achieve certain
financial goals, provides the application of the scientifically based procedures to
its development. It is important to take into account a number of factors and
current conditions that objectively affect its formation [1]. At present, one of the
key problems is the structural ratio of domestic and foreign capital in the financial
sector of the Ukrainian economy, in particular, in the banking sector, and the risks
associated with it [2]. The scientific literature [3] notes the positive impact of the
European banking capital, which is due to such its advantages over the domestic
ones as a high level of corporate managment and financial stability. In addition,
the European banks' activity in Ukraine is considered to be a guarantee of
effective attracting foreign investors that prefer cooperation and investment
through the subsidiaries of these banks [4]. The reduction and outflow of the
European banking capital and the inflow of the unstable Russian capital is
considered to be a serious threat to the domestic banking system. Scientists focus
on the need of reorganizing the domestic financial institutions [5], forming the
permanent or temporary associations (banking and non-banking holdings) in order
to achieve their sustainability [6] and increase competitiveness in the fight for
potential customers [7]. As the identification of foreign capital's positive and
negative impacts in the financial sector is one of the primary prerequisites for
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developing an effective strategy of its development, the impact of key factors on
the Ukrainian financial sector development is shown in Table 1. It is noted that
this division corresponds to the prevailing existing structure of foreign capital
origin in Ukraine.

Table 1

The factor preconditions of forming the NSF development strategy of
Ukraine in the context of the foreign capital origin

The type of foreign capital by origin

Influence factors The Russian capital The Eu_ropean
capital

The factors having a positive impact on:

The resource content of the financial
sector
Reducing the cost of financial resources
for legal entities and individuals
Improving the quality of long-term loan
portfolios
Introducing the latest technologies for the
financial services provision and financial - +
transactions
Improving the key financial indicators
and international ratings
Project finance growth +
Growing confidence of foreign investors -
Open access to international financial
markets
Strengthening the competition and
diversification of services in the financial + +
market
Liberalization of capital movements - +

The factors negatively affecting the financial economy sector state of Ukraine:
Deterioration of the domestic financial
sector due to the crisis in the countries of + -
foreign capital origin
Decrease in confidence in financial
institutions of domestic legal entities and + -
individuals
The devaluation impact on the national
currency through the predominant - +
foreign currency financing
Instability of political relations with the
countries of foreign capital origin
Financing the activity that threatens the
financial and general national security
The arrival of foreign entities with a
small capitalization and insufficient - +
financial stability at the domestic market
Financial sector laundering promotion + +

+ +

+ +

+ |+ |+ +
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Thus, we have come to the conclusion that the foreign capital presence in
NSF, depending on its origin, can both negatively and positively affect in different
directions, which should be taken into account when developing a strategy for its
development. In particular, the Russian capital has a positive impact on increasing
the funding and reducing the resources cost, contributes to increased competition
in the domestic market, but does not contribute to the growth of credit ratings and
the international confidence in the domestic financial sector, the improvement of
the financial services quality and the increase of the openness and liberalization of
activities in the financial economy sector. Instead, the predominant positive
impact of the European capital is to improve the quality of financial services,
bring them up to international standards and implement innovations in the
financial sector actively. In addition, it is important to strengthen the confidence
of foreign investors in Ukraine and expand the volume of financial services
provided to the population, in particular, in the growth of forms of attracting
deposits and providing insurance services. Regarding the negative effects of
foreign capital, which should be taken into account when developing a strategy
for the financial sector development, it should mark the threats to the growing
dependence of the Ukrainian economy on external investors, as well as on foreign
states, which the capital originates from. Threats from the concentration of
European capital in the banking sector are mainly in the national currency
depreciation through the predominance of loans provided by the banks with
European capital in foreign currency. In addition, it can lead to financial
difficulties of domestic borrowers, as well as their insolvency, which
predetermines the loss risks of the financial sector stability. Another significant
negative impact is the money laundering promotion through European banks and
the entry possibility of unstable financial entities with small amounts of capital
(the “second level” representatives of European banks) into the domestic financial
market, which will not be able to counteract the frequent fluctuations and risks of
the domestic financial sector. Regarding the Russian capital, its negative impact is
mainly expressed by threats to the national security through the possibility of
financing terrorist organizations that operate in Ukraine, as well as the distrust and
negative attitude of domestic individuals and legal entities to the Russian capital
as a result of the political, military and economic conflict between Russia and
Ukraine. In addition, the financial institutions with the Russian origin capital (the
most of which belongs to the political activity) can, on the instructions of the
parent structures, artificially provoke the negative fluctuations and risks in the
Ukrainian financial system. Based on the main factors of the foreign capital
influence on the domestic financial sector, before developing a strategy for its
development, it is advisable to choose an approach to adjust this capital
participation in the development of the Ukrainian financial sector. Concerning
such approaches as [8]:

— the liberal approach minimizes the state intervention in the financial
sector of the country and is effective in an open financial system, which operates
on the principles of its subjects' transparency. Considering the current state of the
Ukrainian financial sector and the existence of certain threats to the national
security, in particular, from the Russian capital, the further gradual liberalization
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is advisable after achieving this economy sector stability, that is, this approach is
risky currently;

— the protectionist approach implies the significant state intervention in the
processes of the foreign capital entry into the national economy and the presence
of numerous restrictive measures and regulations. The application of this
approach is also undesirable for Ukraine, since, on the one hand, the domestic
financial system requires significant monetary resources injections, and on the
other hand, the introduction of significant protectionist restrictions reduces the
foreign investors' and partners’ confidence, what is negative in the current
conditions of integrating Ukraine into the European community;

— the combined approach is expressed in conjunction of the financial
market openness with the foreign capital with the effective system of monitoring
risks of the financial sector and controling the capital movement in it, and also
installing the transparent legislation and the objective regulators of domestic and
foreign subjects' activities of financial activity in Ukraine.

We agree with these authors that it is necessary to use the combined
approach in the modern realities of the Ukrainian economy, and consider it to be
the most optimal for developing the effective development strategy of the
domestic financial sector. The objective confirmation of applying this approach
and the importance of foreign capital are that the foreign (European) banks with
the highest indicators, which are systemic and have the highest financial stability,
are included in group A in the Ukrainian banks viability rate. The leading
Ukrainian banks with the average viability level have the positions in group B that
is a positive phenomenon and indicates the possibility of improving the existing
situation and positive dynamics. The banks with the Russian capital are in group
C that indicates the satisfactory viability level. Wherein the assets and volumes of
the operations have significantly decreased compared to the previous years, which
may indicate the gradual decrease in the Russian capital presence in the domestic
financial sector [9]. Taking into account the generalized risks of the banking
system, which are mentioned in the works [2-4] — the credit, devaluation,
macroeconomic, foreign policy and the other risks, the combined approach use is
practically conditioned. The equally important prerequisite for forming the
development strategy of the financial sector is the number and specialization of
banking and non-banking institutions, and the determined parameters, the
achievement of which is desirable after implementing the strategy. Considering
the experience of the leading developed economies, one can argue about the need
of reducing the number of banking institutions, in particular, through mergers and
associations of the available ones to strengthen their financial stability and the
regulatory capital volumes that will contribute to strengthening the financial
sector stability as a whole. Wherein, the objective regulatory influence and
transparent legislation in the banking sector is important in order to avoid
monopolizing and maintaining the optimal competitive environment.

In addition to banking institutions forming the basis of the country financial
sector, the non-banking institutions, their development features, as well as the
number and performance indicators are the important components. Regarding
insurance companies, similar to banks, their gradual reduction and elimination
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from the market the unstable institutions with a low competitiveness level are
observed, while in recent years the insurance reserves volumes have been growing
actively. The development dynamics of non-banking credit institutions, in
particular, credit unions, also shows a tendency to consolidating and reducing the
number of the entities with the little activity and capital cost, which is a positive
phenomenon for the domestic financial sector. A positive phenomenon is also a
significant increase in the number of financial companies providing financial
leasing services (from 47 to 410 for the analyzed period), which has a positive
impact on the domestic economy development, primarily providing the Ukrainian
enterprises with the opportunities to update the obsolete fixed assets on favorable
terms. Such companies in modern conditions should become the basis for reviving
the domestic economy and obtaining the competitive advantages by enterprises
through upgrading equipment for production processes, which is important when
entering international markets. The pawnshops' activity, as active participants of
the financial market, is significantly expanded during the analyzed period. At the
same time, the excessive concentration of this market among the largest
institutions is observed. Therefore, taking into account the number and
characteristics of the domestic non-banking institutions is an important condition
for developing an effective development strategy for the country financial sector.
They are generally characterized by such key problems as the low financial
stability and low competitiveness and the domestic entities liquidity compared to
the foreign ones, the lack of regulatory legislative support and the transparency of
activities, the mistrust among potential borrowers. As in the case of the banking
system, it is optimal to reduce their number through the various forms of
association to achieve stability, as well as to remove weak players from the
market. Also, the development of non-state pension funds, as the participants in
the financial sector are particularly important, with introducing the funded
pension system in Ukraine, as well as the stock market. In addition, an important
condition for successful implementing the NSF development strategy is a high
interaction level between banking and non-banking institutions, since the stability
and reliability of lending each of the two sectors favorably affect the other's
activities.

Based on the described current state and high-risk conditions of the modern
NSF functioning, the development of its development strategy should be as
objective as possible, taking into account the existing best practices of national
economies' emerging from financial crises. In addition, it is equally important to
conduct a continuous retrospective analysis of strategic planning in the domestic
financial sector in order to avoid previous mistakes.

Setting financial goals is the first step in the implementation of any
processes, which involves the development of the desired parameters to achieve
according to certain criteria. Regarding the current stage of the NSF functioning,
the multi-vector and the lack of hierarchical interdependence of the goals of its
development strategy are characteristic.

The key formalized generalization regarding the vision of the strategy of
this development is “A comprehensive program for the development of the
financial sector of Ukraine until 2020 adopted and approved at the state level

133




ARCTIC JOURNAL ISSN: 0004-0843

2020 73@3) -]

from 18.06.2015 [10]. According to this document, the program objectives are
grouped into the following:

— stabilization goals and sustainable development goals are to achieve
financial stability by reducing the number of banking institutions, resume optimal
lending volumes, clear from the problem assets, grow deposits actively, assess
risks objectively, liberalize capital flows, etc;

— infrastructural goals are expressed by improving the functions of
Supervisory boards, reducing the influence of state banks, introducing a funded
pension system, developing the stock market and growing qualitative and
quantitative indicators of insurance, etc;

— the purpose of increasing the protection of customers and creditors
provide the improvement of Deposit guarantee systems and losses compensation
for investors and other compensation payments, the creation of a unified register
of credit histories, etc;

— institutional regulatory objectives reflect the desired state and functions
of the financial sector regulators, the introduction of existing and internationally
recognized principles of its regulation, the improvement of the domestic legal
framework on financial activities.

Judging by the program, there are the fragmentation and lack of an
integrated approach in the modern understanding of the NSF development goals
achievement, since the goals existing in the current program do not reflect the
coherence and interdependence of their achievement. Goals, as well as activities
to achieve them are written in the program in different directions and do not
indicate their impact on the achievement of the overall result of the NSF
development. In addition, the hierarchy of goals with details on strategic regional
development goals and strategic development goals of the NSF individual
participants, which predetermines the risks of their inconsistency and problematic
achievement, is not presented. The hierarchical representation of the strategy
objectives with their division into the main and auxiliary ones in the context of the
subjects involved in their achievement is well-known in economic practice.

It is important to note that this program specifies the principles of its
development and implementation, which objectively determine the necessary
rules. Also, in addition to the principles, goals and measures of their achievement,
the time parameters for implementing these activities are presented. However, this
program representing the NSF development strategy has a number of significant
drawbacks. Firstly, the program is formed only from the position of the state
regulatory and legislative regulation of the NSF and does not determine the
development vectors for the subjects of the regional level and micro-level that
indicates an extremely centralized approach to its development. Secondly, the
sequence of this program development and strategy, participants and key criteria
are unknown. Thirdly, these development goals are not distributed by the
achievement levels, which is an important drawback, since achieving the desired
results at the national level is not possible without achieving the goals of
individual financial institutions and the regional financial sector.

Based on the above, it is necessary to focus on the formation processes of
the development strategy of the Ukrainian financial sector from the stage position,
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participants, conditions and security. In particular, it is advisible to develop an
optimal procedure for forming this strategy as the recommended sequence of
stages with simultaneous structural detailing each stage by key components.

2. The aim and objectives of the study

The study aim is to develop a methodological approach to the formation of
the NSF development strategy on the basis of its structural parameterization. To
achieve this goal, the following tasks should be performed:

— to concretize initial parameters of forming of the NSF development
strategy (while doing this task the functional analysis elements, an index method,
a method of integration and optimization on the basis of Fishburn's criterion and
Sturgess's rules are applied);

— to determine the optimal number and sequence of stages in forming the
NSF development strategy (while doing this task, a process approach was applied
for the structural modeling method).

3. The initial parameters of forming the NSF development strategy

To achieve a high level of practical and methodological argumentation,
forming the NSF development strategy should be characterized by appropriate
input parameters, the optimal conversion procedure and a set of desired output
parameters. This dependence can be represented in a mathematical way as the
functions:

Y(p)=F[Z(p), X(P)], (1)
where Y(p) — the function of output parameter of the procedure for forming the
NSF development strategy; Z(p) — the parameters of executing the procedure for
forming the NSF development strategy; X(p) — input parameters of procedure for
forming the NSF development strategy.

The output parameters of the procedure for forming the NSF development
strategy should reflect the initial conditions and the state of the existing software
for developing this strategy. The development of determining the input parameters
is offered:

1. The functional parameter of the procedure for forming the NSF
development strategy expresses the requirements for this procedure purpose based
on its essence. The input functional parameters of the procedure for forming the
NSF development strategy: formalizing the procedure (f,1), expresses the clarity
and the regulation for its implementation, a certain sequence of stages, their
number that provides the understanding for participants and stakeholders; the
procedure openness (fp2), reflects the capabilities of information access and
transparent at all stages of the NSF development strategy; the object orientation
(fp3), involves the specificity and individual approach to the applicable stages of
the procedure with the characteristics of the NSF development strategy; the results
functionality (fp4) is expressed by the procedure ability to ensure the development
of the practically useful and potentially effective strategy for the NSF
development.

The generalized result of determining the correspondence of the procedure
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to the partial functional parameters is the formation of the input functional
parameter of the procedure for forming the NSF development strategy (Fp):

fonfoofos o >Fo (2)

2. The structural parameter of the procedure for forming the NSF
development strategy describes a quantitative ratio of the elements and stages of
the procedure: a qualitative validity of the procedure stages (Sp1), reflects the
relevance of each stage to the needs of the formation strategy and its maximum
information content for the NSF development strategy; the quantitative validity of
the procedure stages (sp2), suggests their relevance to the scientific and practical
argumentation without the excessive detailization with the excess time and
money; the validity of the procedure participants’ number (sps) engaged as
performers and coordinators, ensures the appropriateness of participating the
recommended number of stakeholders from various sectors and levels of the
financial sector; the validity of the competent characteristics of the the procedure
participants (sps), reflects the objectivity of electing coordinators and performers
for forming the NSF development strategy for their understanding of the existing
problems and the existing experience in the financial sector; the validity of the
procedure methodological support (Sps), gives arguments on the expediency of
applying a certain procedure of recruitment, methods and technologies of forming
the NSF development strategy.

According to a similar principle, the formation of the structural parameter of
the procedure for forming the NSF development strategy (Sp):

Sp1,Sp2,Sp3, Spa, Sps _)Sp, ©)
3. The resource parameter indicates the optimality and validity of the
procedure for forming the NSF development strategy from the position of the
resource to ensure its implementation: the procedure efficiency (rp1) expresses the
principle of cost minimization for the given quality of the required resources; the
optimal procedure duration (rp2), provides for timing each of the stages and the
procedure as the whole in the legal or nominal time set at the level of the subjects
of macroeconomic regulating the financial sector; the completeness of procedure
intellectual security (rp3), reflects the presence of the intellectual resources and
funds necessary for the NSF development of. The resource parameter of the
procedure for forming the NSF development strategy (Rp) will gain the following
form:

‘I’ pl,rp2| rp3‘_) Rp. (4)

4. The procedure management parameter of forming the NSF development
strategy characterizes the level of its controllability and the feasibility of the
corrective influence in the drawbacks identification: the planned procedures (mp1)
demonstrates its nonrandom nature as well as the urgency of development relative
to the existing situation in the financial sector; the procedure organization (mp2) is
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in the presence of responsibility distribution and authority for its implementation;
the procedure motivation (mps) characterizes the presence of the stimulus to
performers and coordinators for the effective development strategy; the procedure
control (mps) determines the presence of the evaluator effect on the progress of its
stages and identification of the possible gaps in the development strategy; the
procedure adjustability (mps) provides the possibility of rapid correcting the
drawbacks in the procedure. The procedure management parameter of forming the
NSF development strategy is presented (Mp):

Mp1, Mp2, Mps, Mps, Mps| = M p. (5)

To quantify the partial parameter values, the binary principle of their
submission is applied, i.e. the procedure consistency of each of the partial
parameters will gain “1” and the procedure inconsistency will gain “0”. The total
value of the integrated parameter will be equal to the sum of the binary values of
the partial parameters with the maximum possible value equal to the power of the
integrated parameter. That is, the calculation of the parameter values will look like

this:
F=f+f,+f,*f, Fo.=Fy F,=4" (6)
S =S,4+5,+5,+5,45:: S =Sy S,=57 (7)
R=r+r+r;Rum=Ry R,=3: (8)
M =mM+M4+M+M+M.;sM =My M,=5 9)

where F, S, R, M is the value of the general functional, structural, resource and
management parameters of the procedure for forming the NSF development
strategy, respectively; fi....f, S1....,Ss, I1,...,r3, my...ms are the binary values of the
partial functional, structural, resource, and managerial parameters of the
procedure for forming the NSF development strategy, respectively; Fmax, Smax,
Rmax, Mmax are the maximum possible values of the common functional, structural,
resource, and managerial parameters of the procedure for forming the NSF
development strategy, respectively; F,, Sp, R,, M, are the power shared functional,
structural, resource, and managerial parameters of the procedure for forming the
NSF development strategy, respectively.

To set the value of the integrated input parameter of the procedure
optimality for forming the NSF development strategy, it is necessary to
standardize the values of the calculated parameters (6)—(9). Let's use the
standardization with respect to the maximum value:

Zr = (10)

zo=— (11)
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R
M
v i~

where zr, Zs, zr, zw- the standardized values of the general functional, structural,
resource and management parameters of the procedure for forming the NSF
development strategy, respectively. The standardized values can range from [0; 1].
On the basis of the obtained values, we calculate the integral input parameter of
the procedure optimality for forming the NSF development strategy (X):

2 2 2 2
X=\/szF+pst+pRzR+pMzM' (14)
where pr, ps, pPr, pm are the weight coefficients of the overall functional, structural,
resource and management parameters of the procedure for forming the RFSU
strategy, respectively. We propose to calculate the values of the weight
coefficients on the basis of the well-known Fishburn's criterion [11]:

p.=2 (nx-ri+1)/(nx+1)xnx, (15)
where pi is the weight of the i-the general input parameter of the procedure for
forming the NSF development strategy; nx is the number of general input
parameters of the procedure for forming the NSF development strategy, nx=4; r; is
the sequence number i of the general parameter of the procedure for forming the
NSF development strategy.

The importance in determining the integral input parameter of the procedure
optimality for forming the NSF development strategy is the interpretation of its
obtained value, that is, the establishment of boundaries that characterize the
parameter state. We apply the Sturgess's rule for this [12]:

he = X, — X,/ 1+3322lgn (16)
where hy is the interval length of the the value of the integral input parameter of
the optimization procedure for forming the NSF development strategy; nx is the
number of units; Xmax, Xmin IS the maximum and minimum possible value of the
integral input parameter of the optimization procedure for forming the NSF
development strategy, Xmax=1, Xmin=0. As a result of the calculations, the value of
the interval hy=0.33 is obtained. According to this, we come to the conclusion
about the level of the procedure input optimality for forming the NSF
development strategy:

— the low level of optimality [0; 0.33] (means the procedure unsuitability
for the application because of its discrepancy to the basic conditions of resource,
administrative, functional and structural sufficiency for effective development of
the NSF development strategy, therefore, the development of the new procedure is
necessary);

— the average level of optimality (0.33; 0.66] (describes the presence of
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significant drawbacks in the individual input characteristics of the procedure, so in
this case it is necessary to make adjustments to eliminate deficiencies before the
use);

— the high level of optimality (0,66; 1] (means the existing procedure
suitability of the development to apply and the possibility of development of the
NSF effective development strategy on its basis).

The internal parameters that describe the implementation of the procedure
for forming the NSF development strategy should determine the consistency and
activity of the processes within its stages. The key general parameters within the
internal processes of the procedure for forming such a strategy are:

1. The parameter congruence (demonstrates the consistency of all
theprocedure components, their unity and consistency, which is the key of its
successful implementation and expressed by such partial parameters:
complementarity and consistency of the procedure stages (kp1), provides for the
logical connection and the absence of those stages, the results of which are not
applied or make a destructive influence to the NSF development strategy; the
consistency of management decisions and conclusions upon the completion of the
stages in the procedure (kp2), characterizes their maximum objectivity and a
reasonableness level; the consistency of the used methodological support and the
functional openness of each of the stages of the procedure (kps), expresses the
inconsistency of scientific methods in forming the strategy and their mutual
complementarity as well as the transparency of the functions performed by the
participants who are involved in this formation; the deviations minimization in
using the given input resources volumes (kp4), is the indicator of transparency and
maslovian of the available resources from stakeholders).

The general parameter of procedure congruence of forming the NSF
development strategy (Kp):

K p1, K p2, K p3 K pa| ™ K. (17)

2. The intensity parameter of the information exchange within the
procedure is an important component of its effectiveness. This parameter
expresses the power of using the information resources, which makes the formed
NSF development strategy more reasonable, complete and practically applicable
is expressed by such partial parameters as: the activity of the information
exchange profile on the procedure stages (i,;) (demonstrates the completeness of
the interaction between the parties regarding the performance of their functional
duties within the specific functional direction of developing the strategy, which
makes their solution more efficient); the activity of cross-functional information
exchange (i,2) (expresses the interaction between the various functional directions
of developing the strategy , which achieves the integrity and completeness of the
solutions); the activity of the multilevel information exchange (i,3) (is the key
parameter of the cooperation between the performers and leaders of the processes
of developing the strategy, as well as between the participants representing the
different levels of the country financial sector which allows more effectively
taking into account the different aspects of the strategy and achieving the positive

139




ARCTIC JOURNAL ISSN: 0004-0843

2020 73@3) -]

results at all the levels of its implementation); the activity of using the
retrospective information resources (i,+) (demonstrates the previous experience in
developing such a strategy and the functioning characteristics of the financial
sector before the current period to apply the proven positive impact tools on the
sector and avoid the past mistakes); the activity of introducing and creating the
new information resources in the procedure (i,5) (allows not losing the relevance
and prospects of the developed strategy concerning the dynamic changes in the
environment of its development). This parameter of procedure of forming the NSF
development strategy (lp) is expressed by such dependence:

ipl,ipz,ipa’,ip4,ip5‘_> I p. (18)
3. The time optimality parameter of the procedure reflects its compliance
with the specified initial duration, expediency and relevance with respect to the
priorities of economic development of the country. is expressed by such basic
parameters as: the duration proportionality of the stages of the procedure (tp1)
(reflects the optimal ratio of the time spent in various phases, the absence of the
significant time gaps between the transitions from one stage to another in the NSF
development strategy); the minimization of the time gap between the scheduled
and actual treatment duration (t,2) (demonstrates the coherence and timeliness of
all the stages of the NSF development strategy); the procedure duration does not
lead to the loss of relevance of the desired NSF development strategy (tps) (means
the procedure time parameters can help to solve the current problems of the NSF
development and are timely with respect to the prescribed term); the temporal
compatibility of the procedure with the strategic changes of other sectors of the
domestic economy (tps) (shows interdependence and interconnection during the
process of developing the domestic financial sector with strategic transformations
of other sectors). The general internal parameter of the procedure for forming the
NSF development strategy will look like this:

t pl,t p2, t p3,t p4 ‘ _)T p. (19)
We propose to calculate the value of the integrated internal parameter of the
procedure for forming the NSF development strategy similarly to the calculation
of the input parameter. That is, similar to the formulas (6)—(9) the numerical value
of the general internal parameters are determined on the basis of the binary
evaluation of their components and K, i, T are got. In the future, these values are
standardized according to the principle (10)—(13) and the resulting values zx, z, zr,
the weight coefficients of each of the general parameters are determined by the
Fishburn's criterion and the integrated internal parameter of the procedure for
forming the NSF development strategy (2):

2 2 2
Zz\/pKZK+p|ZI+pTZT’ (20)
where pk, pi, prare the weight coefficients of the general congruence parameter,
the intensity of information exchange and the time optimality of the procedure for
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forming the NSF development strategy, respectively. We obtain the value that can
range from 0 to 1, and conduct the scale based on the Sturgess's formula (16). As
a result, we get the interval step, which will be h,=0,33. Accordingly, we come to
the conclusion about the obtained limits of the value of indicator Z, that is, the
procedure internal optimality for forming the NSF development strategy:

— the low level of optimality [0; 0.33] (means the inconsistency of the
process of this procedure with the criteria of consistency, completeness of
information exchange and proper duration, which necessitates its termination and
restructuring);

— the average optimality level (0.33; 0.66] (is characterized by the
deviations of the individual partial internal parameters and allows their adjustment
while maintaining the existing procedure);

— the high optimality level (0.66; 1] (provides for compliance of processes
in the procedure with the criteria of consistency, information content and rational
duration, enabling the development of the effective NSF development strategy).

The last group of parameters is the initial parameters of the procedure for
forming the NSF development strategy, which describe the timely completion of
the procedure, the quality and suitability of the developed strategy to apply. Based
on the analytical processing of the author's positions, we believe that the most
objective will be such output general parameters:

1. The optimality parameter of the procedure completion (Op) (characterizes
the completeness of the performed works within its limits and the coordination of
the accepted final administrative decisions on the statement of the developed
strategy. includes the following partial parameters: the integration of the accepted
decisions on the chosen strategy (op1) expresses the management quality of the
procedure completion from the standpoint of the consistency obtained in the
previous stages of the results; the lack of the not worked options and solutions on
the strategy (op2) characterizes the completeness and validity of the final stage,
reinforcing the validity of the developed strategy; the minimum time lag between
the approval of the strategy and the beginning of its implementation (op3)
demonstrates the procedure completion, its validity and clarity to ensure the
implementation of the further stages of the implementation strategy); the
completeness of the management functions according to procedure(ops) (provides
for the implementation confirmation of all management actions for the procedure,
in particular, the control and regulation, which make the current strategy
reasonable from the possibility of influence on its development and confirm its
nonstochastic nature).

The general optimality parameter of the procedure completion takes the
following form:

Op1,0p2,0p3,0p4‘_)op~ (21)

2. The performance parameter of the procedure (Ep) (expresses the
characteristics of the created NSF development strategy with respect to its
suitability to apply and is described by such partial parameters as: the scientific
and practical reasonableness of the NSF development strategy (ep1) — confirms its
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validity and objective nature; the realism of the strategy (ep2) — reflects its
compliance with the existing problems in the financial sector and adaptability to
the specifics of its functioning; the achievability of goals due to the chosen
strategy (ep3) — assumes the ability of the chosen strategy to achieve the goals set
at the initial stages of the NSF development); the prospects of the chosen strategy
(eps) (characterizes the possibility of its modification and improvement to use in
future periods after achieving the established goals about the current problems).
Let's give the general expression of the procedure efficiency parameter:

ep1,6p2,9p3,9p4‘_) Ep- (22)

Regarding the calculation of the integrated output parameter of the
procedure for forming the NSF development strategy, it is determined similarly
before the input and internal parameters are determined, that is, we apply the
binary value method of the general output parameters (similar to (6)—(9)),
standardize them with respect to the maximum possible value (similar to (10)-
(13)) and determine the value of the integrated output parameter of the procedure
for forming the NSF development strategy:

Y :V pEZE+ poZ(ZD ' (23)

where pe, po are the weight coefficients of the general optimality parameter of the
completion and effectiveness of the procedure for forming the NSF development
strategy, respectively. The weight of the parameters is calculated based on the
Fishburn's rule (similar to (15)).

The intervals of the initial parameter values are calculated similarly on the
basis of the Sturgess's rule (for (16)). Given that the number of intervals is 2, the
value of each interval hy=0,5. Accordingly, we come to the conclusion about the
value of the initial parameter:

— the suboptimal results of the procedure for forming the NSF development
strategy [0; 0,5] (are expressed by the contradiction of the created strategy and
inconsistency of the final decisions regarding its approval, which predetermines
the need for its rejection and revision);

— the optimal results of the procedure for forming of the NSF development
strategy (0,5; 1] (reflect the suitability of the developed strategy to use and due to
it the possibility to achieve the goals of the NSF development, as well as the
evidence of the effective managerial influence on the procedure and coherence of
its completion, which makes the existing strategy suitable to use).

4. Determination of the optimal number and sequence of stages of
forming the NSF development strategy

In addition to the structural elements of the procedure for forming the NSF
development strategy, it is important to determine the optimal number and
sequence of its stages. We are talking about such stages as:
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1. The construction of the “tree of strategic goals” of the NSF development
with details on the main and auxiliary strategic goals taking into account the
macro-, meso-, and micro-levels of the financial sector of Ukraine. The use of the
“tree of goals” of the NSF development, which represents their distribution in the
hierarchy, is the most optimal from the position of reflecting their
interdependence.

Figure 1 shows the “tree of strategic goals” of the NSF development.

National economic development General goal
v
Strategic objective
The NSF development g )
Level 1
v
A. The development of the NSF
macro level. Strategic objectives
B. The development of the regional Level 2
financial sector.
C. The development of the individual
institutional financial units
v
Strategic objectives A. 1....A. N Strategic objectives
Strategic objectives B. 1....B. N. Level 3
Strategic objectives C. 1....C. N.

Figure 1. “The tree of strategic objectives” of the NSF development

It should be noted that it is important to take into account the
interdependence of the strategic goals at each level of their hierarchy, and the
interdependence of the strategic goals at the macro-, meso-, and micro-levels of
the NSF development. Achieving macro-level goals is impossible without the
participation of the individual financial sector actors. In its turn, to a large extent,
the strategic goals for the development of the financial institutions are set and
should not contradict the “goals from above”.

2. The strategic analysis of the internal and external environment in which
the NSF is developing. In order to obtain the most complete and objective results,
we consider it expedient to combine several methods, different in nature — general
and specific, heuristic and statistical ones, etc., in the procedure of forming the
NSF development strategy (Table 2).
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Table 2

The recommended methods of analysis of the internal and external
environment of the NSF development

Analysis environments Methods of analysis

The life cycle analysis of FSU; SWOT -analysis
method; SPACE-analysis method; PIMS analysis
method ; the extrapolation method; the bankruptcy
The internal environment for | forecasting; method of the cluster analysis ; scenario
the NSFdevelopment method; heuristic methods (brainstorming, expert
evaluation, morphological analysis, Delphi method,
etc.); benchmarking correlation and regression
analysis, etc.

SWOT-analysis method ; SPACE-analysis method;
correlation-regression analysis; statistical analysis;
extrapolation method; method of Desk research.

The internal environment for
the NSF development

3. Modeling the trends in the NSFdevelopment is performed on the basis of
the results of the previous stage of analysis of the internal and external
environment and is to build forecasts of development, providing the most realistic,
optimistic and pessimistic variants of development of events in the financial
sector of Ukraine. At this stage, it is advisable to use the various economic and
mathematical models with the appropriate criteria for maximizing profitability,
minimizing risks, and etc.

4. The development and analysis of the strategic alternatives of the NSF
development include the formation of the various possible options for the NSF
development, the establishment of the criteria for assessing various developed
alternatives of the NSF development strategy. The most common general criteria
for any strategy effectiveness is the achievability of goals, the consistency with
the development strategies of the other sectors of the economy, compliance with
the established restrictions. At the same time, at this stage, it is relevant to use
certain methods of analysis, for example, scenarios method, expert evaluation,
matrix models of analysis and etc.

5. The choice of the optimal strategy for the NSF development is based on
the assessment of strategic alternatives and, first of all, should be ensured by the
objectivity and consistency of making strategic decisions. Also, the competence
level of experts and subjects responsible for making the financial decisions is
important.

6. Determining the conditions for adjusting the NSF development strategy
is important from the position of readiness for the possible future negative impacts
of the external and internal environment of the domestic financial sector, which
can lead to the various bifurcations and require the clarification and adjustment of
the existing actions for its development.

7. Detailing the NSF development strategy on the calendar of events
ensures the establishment of priority and duration of work within the strategy and
allows determining the boundaries of authority and responsibility for its
implementation.
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5. Conclusions

The developed parameters of the NSF development and its monitoring have
been developed. These parameters rationalize the procedure and make it more
objective and reasonable. Let us generalize such structural components of the
procedure for forming the NSF development strategy:

1. The participants of the procedure, i.e. performers (who directly perform
tasks) and coordinators (set and correct tasks, make and/or approve decisions).
The parameterization of their number, activity in the procedure and decisions is
important and characterizes the competence level and professionalism in the
development of the NSF development strategy.

2. The procedure duration as a whole and each of its stages, minimizing
deviations from the planned indicators. The parameterization of time
characteristics allows keeping the expediency and suitability of the developed
strategy of the NSFdevelopment.

3. Methodological tools of the procedure. The parameterization of the
number of the applied methods, their level and compliance with the modern
theory and practice of developing the strategy for the macro-level of the economy
provides the scientific and practical validity in forming the NSF development
strategy.

4. The functions implemented within the procedure. The parameterization
of activities ensures the completion of each stage and the optimal distribution of
tasks and jobs between the participants in developing the NSF development
strategy.

5. The cooperation within the procedure. The parameterization of the types
and activities of interaction at each stage expresses the objective nature of the
results of each stage and the procedure as a whole, the absence or minimization of
subjective influences and irrational activities in forming the NSF development
strategy.

The decisions within the procedure. The parameterization of characteristics
of management decisions at its stages allows achieving the high quality of
management and providing the effective influence in the procedure for achieving
the desirable results.

Therefore, the structural parameterization of the procedure for forming the
NSF development strategy will allow providing its optimality and positive
effectiveness due to the argumentation of a set of parameters for its analysis. It is
important that the application of the recommendations developed by the experts
responsible at the highest level for developing the NSF development strategy is
possible to form this type of the strategy at the different stages of the financial
sector and its various current states.
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