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SOCIAL BANKING
IN POST-WAR
RECONSTRUCTION

Deep economic crises caused by wars, epi-
demics, earthquakes and other cataclysms re-
quire the creation of an effective financial
mechanism for the recovery of the economy as a
whole, as well as private households and indi-
vidual businesses in particular. Today, a scien-
tific search for the formation of such financial
recovery systems is being carried out. This also
applies to the effective mechanism for restoring
the property of citizens and their private enter-
prises. For Ukraine, it is necessary to form a
mechanism for the reconstruction of private pro-
perty as soon as possible. Therefore, the purpose
of the article is to determine the main problems
and trends of modern micro-financing of house-
holds and private businesses, as well as to build
an understanding of the architecture of social ban-
king as a tool for financing their recovery after
the war and other socio-natural disasters. To
achieve it, general scientific methods of cognition
are applied: analysis and synthesis, induction,
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COLIAJILHMA BAHKIHT
Yy IIOBOEHHOMY
BIJHOBJIEHHI

TuboKi exoHOMIYHI KpUu3U, 3yMOGIECHI GiLIHAMU,
enioemisIMU, 3eMaAempycamu ma HUWUMU Kamariiz-
MAMU, BUMA2AIONb CIMEOPEHHsL eeKmuUBHO20 QiHaH-
C08020 MEXAHI3MY SIK BIOHOGIEHHS EKOHOMIKU
3a2a10M, MAK i NPUBAMHO2O OOMO20CHO0aPCMEd
ma iHougidyanbHozo bisnecy 30kpema. Ha cboeooHi
30IICHIOEMbCS HAYKOBUL NOULYK (DOPMYBAHHS MAKUX
inancosux cucmem ioHognenHs. Lle cmocyemucs
il eqpexmusHo20 mexaumizmy 6i0HOGIEHHI MAUHA
2POMAO0AH ma iXHIX NpUBAMHUX NIONPUEMCINS.
s Vkpainu mexanizm 6i06y0oeu npusamuoi
GIACHOCMI HEOOXIOHO CEOPMYBAMU SKHAUUBUOULE.
Omoice, Memoro cmammi € 8U3HAYEHHS OCHOBHUX
npoonem i meHOeHYill CYYacHo20 MIKpOQIHAHCY-
BaHHS DOMO20CN00aPCmE ma NPUEAMHoZo DI3Hecy,
a makodic popmyeanHs yasieHHs. npo apximex-
mypy coyianbHo2o OAHKIHZY AK IHCMpYyMeHny
@inancysanus ixHb020 GIOHOBNEHHA NICA GiliHU
ma iHwux coyionpupoonux kamacmpod. [na it
00CACHEHHS 3ACMOCOBAHO 3A2AIbHOHAYKOBI Memoou
NI3HAHHA: AHATIZY Ma CUHmesy, iHOYKYii, 0eoyKyii,
NOPIGHANHA, ICMOPUYHULL, CUCINEMHO20 RIOX00y ma
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deduction, comparison, historical, systemic app-
roach and generalization. The war in Ukraine,
epidemics, earthquakes and other cataclysms
require the creation of a special mechanism for
restoring households. This mechanism should both
take into account the financial capabilities of the
recipients of funds for at least partial return, and
create guarantees for investors regarding the
targeted and rational use of their donations.
Banks and non-bank financial institutions can be-
come such a "financial bridge" based on a modi-
fied model of microfinancing, which can be called
a model of "social banking of recovery”. It has
been established that the model of "social ban-
king for recovery" can be implemented on the
basis of block chain: investors (social stakehol-
ders) — banks (managers of recovery funds) — reci-
pients (households, volunteer organizations, etc.) —
controllers. An important role is assigned to
banks, which calibrate the recipients of funds
depending on their financial potential, both for
making decisions on granting grants or quasi-
loans with partial repayment, and for issuing
standard loans with a low interest rate.

Keywords: Social banking, microfinance,
microcredit, banks, recovery financing.

JEL Classification: G21, G23, G28.

Introduction

y3aeanvHeHHs. Bitina 6 Yxpaini, enioemii, 3eme-
mpycu ma iHWi Kamaxkuizmu eumazaoms Cmeo-
DEHHSA 0COONIUBO20 MEXAHI3MY BIOHOBIEHHS OOMO-
2ocnooapcma. Lleii mexawizm nosuHeH K 8paxo-
8ysamu (iHAHCOBI MOIICTUBOCI OMPUMYBAUIE
Kowimie w000 xoya 0O UYAcmKO8020 IXHbO2O
noeepHenHs, maxK i cmeopiosamu eapanmii sl
iH6ecmopis w000 Yiib08020 Ma PAYiOHANLHO20
suxopucmanus ix oonamis. Taxum "¢ginancosum
micmrom" modicyme cmamu OAHKU 1l HEOAHKIBCHKE
Qinancosi ycmanoeu Ha 0cHO8i MOOUGIiKoeanoi
Mooeni MiKpoiHancysants, moomo moodeni "coyi-
anbHo2o baHKiney 8i0Ho8neHHA". Bcmarosneno, uo
Moodens "coyianbHo2o bauKiHey 8i0HOBeHHA" Modice
Oymu peanizo8ana Ha OCHOGI GIOKueliHY: iHeecmopu
(coyianvHi cmetikxonoepu) — banku (ynpasumeni (pox-
0i8 GiOHOGNEHHS) — peyunicHmu (domozocnooap-
Cmea, BOIOHMEPCHKE OP2aHI3ayii mowjo) — KOHMpPo-
nepu. Basicausa ponw 6iosodumscs bankam, o
Kaniopyiome Ompumysaiie KOUmis 3a1e4CHo 6i0
IXHbO2O (piHaHCO6020 NOMeHyiany K Ol Npuil-
HAMm piuleHsb w000 HAOAHHS 2panmie abo Kea-
3IKPeOUmi6 3 4aCmMKOBUM NOBEPHEHHAM, MAK 1 OJisl
8UOaYl CMAHOAPMHUX KPeOUmie 3 HU3bKOW 8i0-
COMKO0BOI0 CMABKOIO.

Knwuyoei croea. comiansHAiA OAHKIHT, MIKPO-
(hiHaHCyBaHHS, MIKPOKpEANUTH, OaHKH, (iHAHCY-
BaHHSI BIJIHOBJICHHSL.

In October 2006, the New York Times published the article about the

unusual achievement of the Bangladesh Bank: The 2006 Nobel Peace Prize
was awarded today to the Grameen Bank of Bangladesh and its founder,
Muhammad Yunus, for pioneering microcredit — using loans of tiny amounts
to transform destitute women into entrepreneurs. The Norwegian Nobel
Committee praised Dr. Yunus and Grameen for their "efforts to create
economic and social development from below" [1]. He began this activity in
1974, and since then, microfinance has developed dynamically throughout
the world, driven by both banks and non- bank microfinance institutions. In
2021, there were more than 10 thousand of them. About 140 million borrowers
had USD 124 billion of such loans.

In Ukraine, microfinancing has resulted in issuing loans to the
population for current consumer needs at high interest rates. In the conditions
of the war, this mechanism slowed down; instead, there was an acute need
for financing the restoration of property and health of citizens, small
businesses destroyed by the war. The economy and the citizens in particular,
affected by the war, need significant funding. However, the architecture of its
organization has not yet been finalized. The households and small private
businesses need a separate financing scheme. However, investors, inclu-
ding the state, must be sure that the money is used rationally and proper way.
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At the same time, banks, having experience, technologies and qualified —
personnel, due to high lending risks and lack of long-term resources, to some
extent found themselves on the sidelines of modern investment processes.

Scientific studies of the theory and practice of microcredit, which in a
broader sense is called microfinancing, covered different continents [2—10]
with a focus on financial support for private agriculture, women’s employ-
ment, and the development of small-scale production. A number of works by
foreign and domestic scientists are devoted to consideration of theoretical
and practical aspects of social banking [11-13]. In Great Britain, there is even
a corresponding scientific institute [ 14]. However, definitions of the essence
of social banking (SB) in literature are still different, and its synergy with the
concept of "microfinancing" needs research.

The aim of the article defines the main problems and trends of modern
micro crediting of households and private businesses and the formation of
proposals for the architecture of financing their reconstruction after the war and
other socio-natural disasters with the participation of banks and other
financial institutions.

In the research general scientific methods of knowledge were used:
analysis and synthesis, induction, deduction, comparison, historical, systemic
approach to formulating the concept of social banking restoration. The method of
generalization was used to formulate the conclusions.

1. Social banking background

In 1974, while traveling around his country, the Bangladeshi eco-
nomist Muhammed Yunus concluded that poor people need little finance
to start their business. Then, as an experiment, he issued several loans in
the amount of USD 27 for the manufacture of bamboo furniture [15]. The
experiment was successful, and in 1976 he created his bank. The bank issued
loans to the poor in the amount of USD 20 to USD 200 for the development
of agriculture and domestic production, which turned out to be a significant
contribution to the development of the economy, the growth of population
employment, and poverty alleviation. From 1983 to 2005, the bank issued
more than USD 5.7 billion such loans and almost all of them were returned.

The current average size of a microcredit in the world is about USD 1.000
as of 2021, 60 % of microcredit accounts are in the Asian region, and 80 % of
first applications are made by women. The average interest rate on such loans
1s 37 % with a default rate of only 2 %. Half of all microloan applications is
not satisfied. 65 % of microcredits are in rural regions [16]. Although the COVID
pandemic has slowed the growth of microcredit, it continues to grow.

The issue of the identity of the concepts of "microcredit" and "micro-
financing" is important. The recognized electronic financial dictionary Inves-
topedia equates these concepts: "Microfinance, also called microcredit, is a type
of banking service provided to low-income individuals or groups who otherwise
wouldn’t have access to financial services. While institutions participating in
microfinance most often provide lending, microloans can range from as small
as USD 50 to under USD 50.000. But many banks offer additional services such as
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checking and savings accounts as well as micro-insurance products, and some
even offer financial and business education" [17]. In our opinion, these concepts
are different: if microcredit is the provision of credit purely by financial insti-
tutions, primarily banks, with all its principles (including payment and repay-
ment), then microfinancing can also be carried out by state, private institu-
tions, foundations, and even individuals without obligation mandatory com-
pliance with all credit principles. We will dwell on this in more detail below.

The purpose of microfinancing according to Investopedia is "The goal
of microfinance is to ultimately give impoverished people an opportunity to
become self-sufficient" [17]. Ukrainian banking and non-banking financial
systems have accumulated some experience in microcredit. In Ukraine, the
concept of "microloan" appeared in 2011. In 2015, the financial industry’s
turnover increased by a third times. Given the strict requirements of banks
activity and the instability of the exchange rate, this service quickly began to
gain popularity. In 2015, microfinance organizations surpassed banks in the
volume of such loans, issuing them for a total amount of UAH 10 billion. We
also give a definition of microcredit by Wikipedia, which consider it as a part
of microfinance: "Microcredit is one of the main types of microfinancing,
which consists in issuing small loans to people who do not have access to
traditional banking for various reasons" [18].

At the beginning of 2021, there were 1.020 non-bank financial insti-
tutions in Ukraine, 100 of which provided microloans [19]. On the web portal
Minfin, the rates for loans of a number of microfinance institutions in Ukraine
are listed, ranging from 182 to 1095 percent per annum. In the first half of
2022, the indebtedness of microfinance institutions (MFI) microloans decree-
sed by UAH 2.4 billion (by 18 %): from UAH 13 billion at the beginning of
the year to UAH 10.7 billion at the beginning of July 2022 [20].

At the same time, not only microfinance organizations provide micro
loans, but also banks. As of January 1, 2023, microloans provided by banks to
businesses alone, according to our calculations, amounted to UAH 160.1 billion,
and this is without taking into account the category "other loans" in the
amount of UAH 111.7 billion. The share of microloans in the total volume
of business loans is 20 %, despite the fact that 2022 was extremely unfavo-
rable for lending. The largest volumes of business microcredits was granted
in the field of retail trade (Table 1).

Table 1
The largest amounts of indebtedness of banks for microloans
granted to businesses, dated 01.01.2023
Activity Amount, billion UAH Share,%
Total microcredits 160.1 100
Retail 38.8 24.2
Wholesale 34.1 21.3
Agriculture 26.0 16.2
Real estate transactions 14.3 8.9

Source: compiled by the authors based on [21].
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Banks have accumulated some experience in consumer lending. As of
January 1, 2023, the debt owed on banks’ loans to individuals amounted to
UAH 209.9 billion. Although it is lower than the level of the beginning
0f 2022, it is higher than the level of the beginning of 2021, while the growth
of the exchange rate had a slight effect on the change in the volume of debt due
to a small share of the currency component. The legal basis of implementation
of micro lending for population in Ukraine is the Law of Ukraine "On Con-
sumer Credit" [22], which both banks and non-bank financial institutions must
comply with.

In view of the above, it is possible to determine the differences of do-
mestic and global microfinancing:

« in the world it is aimed at the development of small entrepreneurship,
employment, overcoming poverty, in Ukraine it is implemented in the form of
a short- term consumer loan;

o the cost of domestic microloans is hundreds of times higher than
in foreign institutions, also the terms and their volumes are not comparable;

« for some reason, methodologically, microloans in our country are asso-
ciated with MFTIs, although banks also give microloans, and this is confirmed
by world theory and practice.

2. Concepts of social banking

At the same time, in the world banking theory there is a separate
concept named "social banking"(SB). Professor of Hamburg University Udo
Rifner was one of the first to single out this concept: "Social banking is banking
that fights poverty" [11]. By its essence, it is identified with microfinancing.
Over time, SB got additional features: environmental banking, social deve-
lopment, and not only poverty alleviation, ensuring equality in business.
Experts identify three key pillars of modern social banking:

Responsibility. Banks engaged in SB know their clients personally and
strive to obtain from the issued loans not just the satisfaction of client needs,
but also some social benefit. Some experts call this principle the principle of
"soft money" or "slow money".

Transparency. Banks that carry out social banking always know what
is happening with the issued money. In addition, they provide full infor-
mation to their investors about the projects for which the money was issued
and the results obtained from their implementation.

Sustainable development. Social banking is aimed at the development
of society, environment and individuals, based on small projects that
ultimately lead to a positive social effect [12; 13].

In Western financial practice, the term "social banking" appeared in
the early 1950s and was used to refer to investments in sustainable development
without harming the external environment (sustainable investing). Today, SB
is focusing on taking into account environmental, social and managerial
factors along with profit and risks through the selection of investment
projects. In Great Britain, the Institute of Social Banking [14] was established

8 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2023. Ne 3



ENTERPRISE

in 2006, which includes 17 organizations throughout Europe. It defines SB as
"banking and related financial services whose main objective is to contribute
to the development of people and planet, today and in the future. First and
foremost, this means simultaneously taking into account the social, environ-
mental, governance and economic impacts of activities on all levels, with the
aim of reducing their negative and increasing their positive effects on the
common good". That is, we are not talking exclusively about microfinancing
and poverty alleviation here. In addition, synonyms of this concept are given:
alternative banking, ethical banking, green banking, constant banking, banking
based on values, just banking.

Direct non-bank lending, or rather call it investment, from any creditor
to any borrower, person / business, is also sometimes referred to SB. It is
carried out through IT platforms or directly without the participation of banks
or other financial institutions [23]. However, a more common and more
accurate name for this form of money movement is crowdfunding. In the
conditions of the war in Ukraine, its special form — charitable crowdfunding,
when donors’ funds are directed to charitable funds for the implementation
of social and military projects, became the most widespread. The principles
of charitable crowdfunding are defined in the study by A. Mazaraki and
S. Volosovych [24, p.7-8]. Charity crowdfunding solves the problem of quick
accumulation of funds to solve urgent tasks. This is its main advantage. Banks
in this process exercise only the payment function. When the projects are
long-term and it is necessary to determine their effectiveness and the optimal
implementation option, taking into account the financial condition of the
recipient of funds, then the experience of lending and the control function of
banks can be useful.

So, we can conclude, that a wide range of definitions of the essence of
the concept of "social banking" can be systematized as follows:

microfinancing — provision by banks and other financial or non-
financial institutions of small amounts of money in credit or other form for
consumer or other purposes of people for any term at any interest rate or for
free. Microfinancing in credit form is carried out only by banks and MFIs,
and this is microcrediting;

social microfinancing — provision by banks and other financial orga-
nizations of small sums of money in credit or other form for the purposes of
economic and/or social development for any term (or without term) at a small
interest (or free of charge). Social microfinance is part of social banking;

social banking is the simultaneous consideration by financial institutions
of the social, environmental, managerial and economic consequences of their
activities and the activities of their clients. It has several pillars: social micro-
financing, green banking, ethical banking, value-based banking, sustainable
banking .

! The authors do not exclude the necessity of diluting the concepts of "social banking" and "sustainable
banking", for which additional research and discussions are needed.
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3. The model of Social Banking of Recovery

In our opinion, taking into account the significant social and natural
collapses that have recently affected more than one country — the Covid pan-
demic, Russia’s war against Ukraine, the earthquake in Turkey and Syria —
a separate type should be distinguished in the field of SB: "Social recovery".
First of all, it is advisable to divide it into two subspecies: "Social banking of
recovery" and "Financing of economic recovery". The first is one of the types of
social microfinancing, the second focuses on the construction of the architecture
of financing the restoration of infrastructure, large and medium-sized enterprises.
So let’s consider the Social Banking of Recovery (further also SBR) in more
details.

In order to restore the war-damaged economy and social sphere, it is
important to form effective channels of targeted financing of well-prepared
social projects. One of the urgent directions is the restoration of the property
of small businesses and citizens and their health. Among the spectrum of
possible forms of financing such projects, we will consider the model of
"Social banking of recovery ". Its focused direction is financial support for the
recovery of small private enterprises; individual agriculture; housing of citi-
zens; vital movable property; health of affected citizens; other household
losses caused by war and natural disasters.

Even before the war, the banking system of Ukraine gained some
experience in financing small business enterprises, especially within the frame-
work of the "5-7-9" state program. In recent years, household lending projects
have developed less actively. The "social housing" program and others did
not receive scaling due to the lack of banks’ stable long-term financing of
low cost and state funding. In our opinion, the main factors that hindered the
development of financing of private households and their business are:

o credit risk of insufficient solvency of such borrowers against the
background of increased requirements for determining the level of credit risk
and formation of reserves;

« insufficient amounts of collateral against the volatility of the property
market;

« the risk of fraud due to the complication of legal procedures for returning
loans and significant margin of collection companies;

o lack of long-term resources of banks of moderate value to avoid
liquidity gap and interest rate risks;

e currency risk;

« the high cost of carry such small loans.

Thanks to the practice of banks servicing funds for construction
financing, non-state pension funds, it can be argued that banks have accu-
mulated some experience and created an infrastructure for microfinancing
the needs of the population and small businesses. Banks have the appropriate
personnel and technological potential for this, a team of reliable clients has been
formed, which are important organizational prerequisites for banks to become
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a "financial bridge" between donors and recipients of funds, based on social
banking for recovery concept. Non-bank financial institutions can be invol-
ved in such projects if they can perform the function of their banker, but
rather they can realize the function of fund managers for financing recon-
struction projects together with banks.

The generalized model of social banking participants is presented
in the Figure.

Financial donors, authorities, charity organizations,
other stakeholders

LBanks, non-bank financial institutions

Households, private business, volunteers, charity
organizations

Conceptual structure of social banking participants

Source: compiled by the authors.

It should be noted that there are two legal ways of SBR building:

with the creation of a legal entity — it can be a Social banking fund like
a non-state pension fund with an asset management company, for the mana-
gement of its activities. Such company will cover all decision-making func-
tions regarding allocation of funding, and bank will realize only the technical
function of provider and controller. The significant disadvantages of such
scheme are the lack of specialists for assessing the creditworthiness of reci-
pients and absent de jure rights to provide consumer loans, significant costs
for the activity of asset Management Company and the Social banking fund
itself. But, non-bank financial institutions can perform the function of asset
Management Company;

without the creation of a legal entity, when relations between parti-
cipants (stakeholders and banks) are regulated by a principled, let’s call it basic,
agreement, and all functions regarding the financing of social projects are
entrusted to banks. Let’s focuses attention on the consideration of this model.

The group of SB stakeholders includes legal entities, individuals,
organizations, including international ones, any institutions that want to take
financial and organizational participation in the relevant project. The initiative
to create a social recovery fund can be taken both by stakeholders with the
subsequent search for a suitable bank for implementation, and by banks. The
latter can create such fund by internal decision, register it with the National
Bank of Ukraine (also NBU), after which it will become public. The stage of
bank fund registration with the NBU is very important. The NBU will check
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the readiness and competence of the bank in carrying out such activities.
A participant of the fund can be one person, with subsequent addition to the
basic agreement of other participants, in particular in electronic form. The
fund participant can be the bank itself, which it manages other banks and
financial institutions.

In this study, we do not offer the content of the basic agreement due
to the fact that it should be universal for all funds and developed by lawyers,
in particular of the National Bank of Ukraine. However, stakeholders should
form a Supervisory Board that would develop a strategy, monitor the bank’s
fund management activities, resolve conflict issues, etc. The key documents
of the fund’s activity can be the charter or regulations and the agreement with
the bank, which is signed by the chairman of the Supervisory Board. The
fund is a non-profit structure, therefore it is appropriate to allow investors’
contributions to it to be included in their gross expenses.

The bank is responsible for calibrating the applications of recipients
of social banking recovery funds. They can be divided into several groups:

grants, when recipients due to their financial condition cannot return the
funds in a certain perspective. First of all, these are pensioners, volunteer
organizations;

quasi-loans, when recipients can return all or part of the funds, but
will not be able to pay interest. The bank needs to determine what amount
and in what perspective the borrower can return;

loans, when the borrower can pay a certain percentage due to his
financial condition. Obviously, these are small business enterprises and
entrepreneurs.

These three tools of social banking for recovery can be combined with
the concept of social credit for recovery, which can be refundable, partially
refundable or non-refundable, paid or free. This significantly distinguishes it
from a microcredit, which based on mandatory repayment and payment of
interest, often at a high rate.

The creditworthiness of the recipients of funds is assessed according
to the risk assessment methodology adopted by the bank, and the decision is
made by the credit (small credit) committee. The application form for
receiving such funds must be unified for all banks and determined by the
relevant regulatory document. It is important that the recipient of the funds has
proof of damage to property/business/ health and assessment of the amount of
damage is done by the independent expert, which the bank must check.

An unbiased assessment by the bank of both the amount of the
required amount and the form and conditions of grant/loan is important. For this
purpose, it is necessary to determine the limits regarding the amount of the
grant/loan, which can be fixed in the Fund’s documentation and/or the
agreement with the bank, as well as other limits of fund management
activities, for example, the restoration of housing at the rate of no more than
30 m % per person.
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In order not to have a negative impact on banks’ liquidity indicators, it
is advisable to place all money of the fund on the bank’s correspondent
account with the NBU, which will not affect the bank’s fulfillment of the
LCR standard. It is also advisable not to charge reserves on them, and give
permission to banks invest fund’s money in NBU overnight deposits with
appropriate rate (as of May 2023, it is 20% [25]). The bank receives a margin
from this amount (we recommend up to 3 percentage points), and the rest is
paid to the fund:

[IF= (% ONN —up to 3 p.p.) - AVF,

where IIF — interest income of the fund from placement of resources;
% ONR — the overnight rate on bank funds in the NBU;
AVF — average volume of funds.

This margin should be enough to cover the bank’s expenses for servicing
the fund, and the bank should not charge an additional fee, but these aspects are
determined by the agreement between the stakeholders and the bank.

The second level of the fund’s interest income is interest paid by
borrowers of social loans or state fund, if it compensates them for interest. At
the same time, the interest rate on such loans should be limited, for example
3-5%. Since the fund is a non-profit structure, all interest received should be
tax-free and is used to provide new grants and loans.

The bank will not be interested in providing social loans, but will give
preference to grants, if this will affect credit risk standards and risk-weighted
assets. It is possible to offer two options: either to record loans on a special
sub-account of credit or receivables and not include them in the calculation
of standards, or to keep them off-balance sheet and also not include them in
standards. Off-balance sheet accounting looks more appropriate, as grants will
also be accounted there. At the same time, it is necessary to interest the bank in
the return of problem loans, for example, by determining its share of the
amount of returned problem loans.

It is advisable for an independent organization to control the fund
management activities of the bank. It can also be an auditing company, but
usually its services are paid. Therefore, it is expedient for the experts of the
National Bank of Ukraine to carry out the control, and to submit their
conclusions to the Fund’s Supervisory Board. In case of detection of
significant violations, the bank is obliged to pay a fine to the fund, which
must be stipulated in the agreement with the bank.

The Bank prepares a monthly report on the fund’s activities and
submits it to the Fund’s Supervisory Board and the National Bank of Ukraine.
This information is also included in the bank’s quarterly and annual reports on
corporate governance. The monthly report can look like this (Table 2).
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Table 2
Report on the activities of the Fund (name)
bank (name)
for May 2023 (as example)
. . Amount, thousand The average amount of
Number issued , unit UAH one, thousand UAH Note
Types . From the From the . From the
mn beginning of | in month | beginning n beginning
month the year of the year month of the year
Grants 50 200 750 2600 15 13
Quasi-loans 20 70 500 1400 25 20
Credits 30 100 900 3000 30 30
For reference: Restructure
problem- tic 3 10 60 220 20 22 d for3
loans months
Total 100 370 2150 7000 21.5 18.9

Source: compiled by the authors based on their own research.

In addition, it is advisable to form and maintain a centralized database
of recipients of funds, so that one person cannot receive funds for the same
project from different banks. At the same time, it is possible to receive funds
for various projects in different banks, for example, housing restoration
in one fund, and for the development of private business in another. Volunteer
organizations can receive funds from different funds, but the directions of
their use must be clearly defined and checked by the bank to avoid dupli-
cation. In the case of detection of violations, non-payment of interest, such
recipients of funds are entered into the database as violators and issuance of
new loans or grants to them is stopped.

Therefore, there is an objective need for effective management of the
financial resources of the state, private, foreign donors, aimed at the restora-
tion of war-affected households and private businesses. This function can be
realised by banks, which will calibrate the recipients of funds depending on
their financial condition, directions of use of funds and control their cash
flows. For this, it is necessary to form a legal and regulatory framework, so
banks can create recovery funds, use them effectively and report to investors.

Conclusions

We consider it expedient to single out a separate branch of social
banking — social banking of recovery, which envisages not only financial, but
also administrative participation of banks in effective and targeted use of
funds directed to the post-war reconstruction of private households.

The main determinants of social banking recovery are:

e the objects are: property, people’s health, private business assets that
have suffered from social and natural disasters;

« the subjects are: investors (state structures, business, foreign organizations,
private individuals and others); banks and non-banking financial organizations as
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sales channels; recipients of funds: households, private businesses, volunteer
organizations, other structures; controllers: NBU or other controlling body;

« to finance social projects, investors create social recovery funds on a non-
commercial basis, the managers of which are banks, accountable to investors
and the NBU;

e investors create a Supervisory Board for fund management, and the
state creates an incentive system for funds;

« banks calibrate recovery projects from grants to loans and are respon-
sible for bias and lack of objectivity when making decisions on the use of funds;

« the activity of social banking recovery should be regulated by the state.

For the practical implementation of the concept of social banking of
restoration, it is expedient to develop a corresponding regulation by the National
Bank of Ukraine. The direction of industrial recovery with banking partici-
pation requires a separate study, which involves the active role of banks in the
project financing of recovery of destroyed enterprises and creation of new
productions.
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