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MODERN STATE AND POST-WAR PROSPECTS
OF FINANCIAL INCLUSION IN UKRAINE
CONSIDERING THE EU EXPERIENCE

ABSTRACT

The purpose of the article is theoretical and methodological substantiation of the state
and post-war prospects of financial inclusion in Ukraine, taking into account the experi-
ence of EU countries. The objectives of the study are as follows: to theoretically sub-
stantiate the content and features of financial inclusion, taking into account the experi-
ence of EU countries; to assess the current state of financial inclusion; and to outline
post-war prospects for the development of financial inclusion in Ukraine. It is argued
that the key parameters of financial inclusion are financial well-being, financial behav-
iour, financial knowledge, and the utilization of financial products, as well as physical
access to financial services. Drawing on the experience of EU countries, it is substanti-
ated that creating conditions for free access to financial services for all categories of the
population and businesses, as well as their digitalization, contribute to the growth of
citizens' income, the simplification of investment mechanisms, and thus the economic
development of the country. An assessment of the state of financial inclusion in Ukraine
is conducted through online surveys of various categories of citizens. It is determined
that Ukrainians feel a strong need for additional sources of income, and the financial
situation of the majority of them is extremely unstable. Based on the results of correla-
tion-regression analysis, the priorities of financial inclusion are identified as the level of
financial literacy and competency among the population. This will enable them to budget
their income and expenses, promote the transformation of savings into investments,
and have a positive impact on the post-war recovery of the country's economy.

Keywords: financial inclusion, financial well-being, financial behavior, financial literacy,
post-war recovery

JEL Classification: G2, R1, O1

INTRODUCTION

Financial inclusion is the driving force of the development of a country's financial sys-
tem, the growth of incomes and the improvement in the quality of life of its residents.
The World Bank Group sees the main objective of financial inclusion as ensuring that
people around the world have access to a transactional account which serves as the
basis for receiving financial services (World Bank, 2020).

In Ukraine in 2017, about 37% of citizens over the age of 18 did not have a bank
account and did not actually use financial services (National Bank of Ukraine, 2020). In
fact, this situation cut them off from the state's financial system and negatively affected
their level of income and well-being. For example, in Denmark, Sweden, and Norway,
100% of the population has at least one bank account. In the Netherlands and Austria,
the figure is 98%, and in Eastern Europe, it is over 80%. These countries are leaders in
the rankings of countries with high per capita incomes (World Bank, 2020).

To improve the situation, in 2018 The National Bank of Ukraine initiated a process of
discussing the problems of inclusion of the population in the country’s financial system.
In 2020, the National Bank adopted the Strategy for the Development of the Financial
Sector of Ukraine until 2025, with financial inclusion being one of its priorities. The
Strategy implementation has delivered positive results. New financial services were ac-
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tively introduced in Ukraine, access to existing ones was expanded, payment infrastructure was developed, and innovative
services were introduced. However, with the outbreak of the war, the lives of Ukrainians have changed dramatically. The
priorities that were previously seen as important became insignificant, while security issues became paramount.

Since 2023, Ukraine has been implementing a new Strategy for Financial Sector Development, which is focused on resisting
russian aggression and rebuilding the country. It takes into account the increased risks and uncertainty associated with
hostilities and their impact on the functioning of the financial system. Despite the fact that the financial security and
sustainability of the country are among the NBU's priorities, expanding financial inclusion remains one of the key tasks.
Ukraine's intention to integrate into the European and global financial space raises the issue of the availability of modern
information technologies and digital channels for the provision of financial services, innovative financial products, and new
forms of customer service.

LITERATURE REVIEW

Leading scholars are focused on financial inclusion issues. A. Demirguc-Kunt, L. Klapper, D. Singer et al. (2017) make a
significant contribution to the development of financial inclusion. The studies conducted by this group of researchers allow
for a number of important conclusions regarding the essence, content, and role of financial inclusion for the population
and the economic development of countries or regions. Researchers Kateryna Onopriienko, Kornélia Lovciova, Martina
Matedsova, Anzhela Kuznyetsova and Tetiana Vasylieva (2023) studied financial inclusion in the context of the development
of a lifelong learning system.

Financial inclusion means that adults have access to and can effectively use a range of appropriate financial services. Such
services must be provided responsibly and safely to the consumer and sustainably to the provider in a well-regulated
environment. At its most basic level, financial inclusion starts with having a deposit or transaction account at a bank or
other financial institution or through a mobile money service provider, which can be used to make and receive payments
and to store or save money (Demirguc-Kunt et al., 2017). The development of financial inclusion from the standpoint of
ensuring financial stability is also the subject of research by many scientists (Kuznyetsova et al., 2022).

Financial inclusion can help promote development. Inclusive financial systems allow people to invest in their education and
health, save for retirement, capitalize on business opportunities, and confront shocks (Demirguc-Kunt et al., 2019).

Barajas A., Beck T., Belhaj M., and Naceur S. (2020), in their research, provide answers to the questions of what financial
inclusion is and what significance it holds for various economic actors, including the country as a whole.

The paper showed how financial inclusion matters, for households, MSMEs, and the macroeconomy in general. At a basic
level, financial inclusion is one more dimension of financial development, thus it can be expected to contribute to the
economy through the essential functions that financial activity undertakes. Among the benefits to the economy are the
easing of financial constraints for potentially productive firms, and the ability to manage risk and smooth consumption for
households. Empirical research has found evidence of these benefits at both the micro and macro levels (Barajas A. et al.,
2020).

The research of Manisha and Sumeet (2015) draws attention to the key task of financial inclusion - providing financial
services at a reasonable price to different groups, including the poorest segments of society. Researchers M. Katenova
and Sang H. Lee (2020) have proved that the well-being of the population is directly related to financial inclusion.

According to Ukrainian scholars, financial inclusion is based on such components as the availability of financial services,
understanding the consumers’ needs, creating conditions for increasing public confidence in the financial system and the
financial market as one of its priority areas, the development of financial technologies and the possibility of their use by
the population living in places where there is no financial, digital, and information infrastructure (Parubets et al., 2022).

Research by I. Mushentnyk et al. (2022) shows that financial inclusion determines the level of access to basic financial
services for the majority of the population. L. Mishchenko (2022) believes that financial inclusion is the process of intro-
ducing up-to-date financial services and encouraging new consumers to use them. Yu. Shapoval (2020) offers a compar-
ative assessment of the state of financial inclusion in developing countries, high-income countries, and Ukraine. S. Nau-
menkova et al. (2020) draw attention to the approaches that will determine the further development of financial inclusion
in Ukraine.

Researchers highlight that in Ukraine, the progress of financial inclusion can take place in two ways: extensive, focused
on covering the general population with basic financial services, or intensive, which will expand the list and improve the
quality of financial services for those consumers who already have access to them (Naumenkova et al., 2020).
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An analysis of the works of foreign and domestic scholars suggests that financial inclusion is associated with creating
conditions for the spread of financial services among a wide range of consumers. At the same time, despite the existence
of a significant number of studies on financial inclusion, the current state and post-war prospects of financial inclusion in
Ukraine, taking into account the EU experience, have not been sufficiently studied and covered in the scientific literature.

AIMS AND OBJECTIVES

The purpose of the research is theoretical and methodological substantiation of the state and post-war prospects of finan-
cial inclusion in Ukraine, taking into account the experience of EU countries. The study is aimed at shaping the post-war
perspectives of financial inclusion in Ukraine as one of the factors in the development of territorial communities, improving
the well-being of Ukrainians. The novelty of this research is in the focus of:

= the National Bank of Ukraine (facilitates the implementation of the Strategy for the Development of the Financial
Sector of Ukraine until 2025);

= local self-government bodies (interested in the development of financial inclusion and improving the welfare of the
population in the conditions of war and post-war reconstruction of the country);

= residents of territorial communities (expands the range of knowledge on financial issues and financial products,
savings management, stimulates positive changes in financial behaviour).

The objectives of the research are as follows: to theoretically substantiate the problems of financial literacy and the
accessibility of financial services; to study the state of financial inclusion in EU countries and adapt their positive achieve-
ments for Ukraine; to conduct research on financial inclusion in the conditions of a state of war in Ukraine; to outline post-
war prospects for financial inclusion through the prism of specific determinants.

METHODS

The research was conducted based on the general methodological scheme of a systematic approach using data from the
World Bank, the Center for Financial Inclusion, the U.S. Agency for International Development (USAID), the National Bank
of Ukraine, and others. The novelty of this approach lies in combining general scientific and special methods of economic
research to assess the state of financial inclusion in the conditions of war and determine its impact on post-war recon-
struction, taking into account the experience of EU member countries. To solve specific tasks, the following methods were
used: comparative analysis - to study and adapt the experience of EU countries to the Ukrainian context; statistical-
economic - to study determinants of financial inclusion in Ukraine under martial law; abstract-logical - to determine post-
war prospects for financial inclusion; online survey through questionnaires - to identify the state of financial inclusion in
the conditions of war; correlation-regression analysis using the approach of tukasiewicz logic - to establish the degree of
influence of specific factors on the level of financial inclusion.

RESULTS

Financial inclusion in EU countries and Ukraine

The Eurointegration prospects of Ukraine and the successful experience of developing financial services in EU countries
indicate the importance of studying and adapting the experience of these countries to the Ukrainian context. European
countries have come a long way to achieve high levels of financial inclusion, even in the most remote corners. The term
"financial inclusion" was first proposed by the Center for Financial Inclusion in 2009 and was initially considered a "binary
end state - people are either in the financial system or out of the financial system". Since then, the World Bank and other
international financial institutions have made significant efforts to make financial services accessible to all segments of the
population worldwide. Starting in 2011, the Global Findex Database provides almost 300 indicators on topics such as
account ownership, payments, saving, credit, and financial resilience. Findex data is reported for all indicators by country,
region, and income group. The Global Findex survey has documented that in 2021, bank or non-bank accounts were held
by 76% of the adult population worldwide and 71% of the adult population in developing countries. From 2011 to 2021,
the number of account owners increased by 50%. In developing economies, the share of adults making or receiving digital
payments grew from 35% in 2014 to 57% in 2021. In high-income economies, the share of adults making or receiving
digital payments is nearly universal (95%).
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The World Bank Group (WBG) looks at financial inclusion across three dimensions - "Access, Usage, and Quality" of financial
services. A report prepared by the United States Agency for International Development (USAID) presents the results of a
study assessing the level of financial literacy and its components, financial inclusion, financial stability, and financial well-
being, which showed that these indicators in EU member states are among the best. The USAID survey confirmed that
the financial literacy index in EU countries is one of the highest, surpassed only by Hong Kong and China. At least one
account in financial institutions is held by over 99% of the population in EU member countries. Nearly 95% of the EU
population uses various types of financial services.

Due to the rapid digitalization of the global economy, the further development of financial services in European Union (EU)
countries is linked to expanding consumers' access to their digital counterparts. The EU has adopted the Digital Europe
Programme, which is planned to be implemented from 2021 to 2027. The program aims to restore the economies of EU
member states after the crisis caused by the COVID-19 pandemic through their digital transformation. The structure of
the program encompasses five specific objectives, for which 7.6 billion euros have been allocated over seven years. These
objectives include high-performance computing, artificial intelligence, cybersecurity and trust, advanced digital skills, and
ensuring the broad use of digital technologies in the economy and society. EU member states are making progress, but
the overall picture of digitalization across member states is mixed.

Ukraine's integration into the EU's single digital market is taking place through the joint implementation of the outlined
program objectives. The EU consistently supports projects related to Ukraine's digital transformation. The exchange of
best practices and experiences between the EU and Ukraine contributes to the development of joint projects and roadmaps
to increase the accessibility of financial services and their digital transformation. The Development Strategy of Ukraine's
Financial Sector until 2025 outlines the vision of the National Bank of Ukraine regarding the accessibility and digitization
of financial services for citizens and businesses. The vision of the strategy is based on Ukraine's European integration
aspirations, which include the development of non-cash payments and operations, the banking card market, payment
infrastructure, funds transfer systems, the National Payment System "Ukrainian Payment Space," and ensuring citizens
have sufficient knowledge to make personal financial decisions. The main focus on the path to financial inclusion by the
National Bank of Ukraine is financial education for youth, and despite the war, appropriate educational initiatives are being
prepared for educational institutions to change the financial culture of the population. The experience of EU countries
proves that creating conditions for free access of all population segments and businesses to financial services and their
digitization contributes to the increase in income for citizens, simplifies investment mechanisms, and, consequently, pro-
motes the economic development of the country.

The United States Agency for International Development (USAID) conducts regular monitoring of the state of financial
inclusion in various countries around the world by surveying a wide range of respondents. The USAID project "Transfor-
mation of the Financial Sector" in cooperation with the National Bank of Ukraine published the latest research on "Financial
Literacy, Financial Inclusion, and Financial Well-being in Ukraine in 2021" at the beginning of 2022. According to the
research results, all components of the financial literacy index, including financial knowledge, financial behaviour, and
attitudes towards financial matters, improved for Ukrainians in 2021 compared to 2018. The population of Ukraine has
started to use financial services more, control income and expenses, engage in financial planning, and save money. For
example, about 80% of Ukrainians were knowledgeable about at least five financial products. The research showed that
Ukrainians were more focused on short-term plans and spending rather than saving money. One in five Ukrainians felt
confident about their future pension security. The population with lower incomes relied more on state pensions, while
those with higher incomes relied on savings, continuing work even after reaching retirement age or using other sources
of financing. 79% of Ukrainians believed that children should be taught how to manage their money in school. According
to the National Bank of Ukraine (2021), the overall trend of 2021 was the increase in contactless and online payments:
nearly 87% of financial transactions were made using payment cards, and the amount of non-cash transactions accounted
for 55.8% of all card transactions.

However, with the onset of military aggression from the russian federation, the world has changed for Ukrainians, as well
as the way and place of residence for millions of families, their level of financial well-being, and the accessibility of services,
including financial services. One of the objectives of the study was to determine the level of financial inclusion for different
categories of citizens during the period of martial law. For this purpose, one of the most common methods of information
collection, a survey through questionnaires, was used, which had a local character. The research did not aim to obtain a
representative sample according to certain parameters, as it would not be possible to form it proportionally to specific
population categories or the structure of territorial communities of different types, considering the military-political circum-
stances in the country and the nature of the survey. All answers were provided voluntarily by the respondents with the
aim of identifying truthful and real statements. The internet resource Google Form (http://surl.li/fnbml) with the addition
of Advanced Summary by Awesome Table was used for the organization and processing of the survey results through
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statistical methods and content analysis. The questionnaire was posted on the official page of the Finance and Credit
Department of Polissia National University on Facebook and other internet resources. The collection of questionnaires from
respondents was carried out from January 30, 2023, to March 1, 2023.

Over 350 respondents participated in the anonymous, free, and voluntary survey, of which 63.7% were women and 36.3%
were men. In terms of age, 52.2% of respondents were young people aged 18-29, 38.2% were individuals aged 30-59,
and only 9.6% were individuals aged over 60. Among the respondents, 62.4% reside in urban territorial communities,
23.6% in rural areas, and 14% in towns. The majority of survey participants (98.1%) indicated that they are residents of
de-occupied communities in the Zhytomyr region (northern Ukraine), 2% are residents of reference communities (Kiro-
vohrad region), and 0.6% are residents of de-occupied communities in the Sumy region. 94.9% of the respondents stated
that they permanently reside within their communities, while 5.1% noted that they are internally displaced persons because
active hostilities or front-line situations are taking place in their communities. The survey was conditionally divided into
thematic blocks: financial well-being, financial behaviour, knowledge of financial issues, and use of financial products, as
well as accessibility of financial services in wartime conditions.

Survey results

The financial well-being of citizens is the foundation of financial inclusion, as the absence or insufficiency of financial
resources practically hinders individuals from conducting financial operations and limits their access to financial services.
That is why the first section of the questionnaire focused on assessing the financial well-being of the respondents (Table
1). The research was conducted by dividing the respondents into groups based on age (18-29 years, 30-59 years, over 60
years), gender (women and men), and the type of community they reside in (urban, rural, town).

Table 1. Assessment of the state of financial well-being of the respondents, as a percentage of the total number of respondents in the
group.

Group of respond- Group of respondents depend-
Questions and Group of respondents by age ents by gender ing on the typ(_e of community i
: of residence Total respond
N2 | answer options of ents, %
the questionnaire 18-29 30-59 over 60 ’
women men urban town rural
years years years
1 Do you have savings?
yes 33.7 56.6 66.3 51.5 35.2 42.4 36.4 59.7 45.6
no 66.3 43.4 33.7 48.5 64.8 57.6 63.6 40.3 54.4
2 How many sources of income do you have?
one 45.9 70.0 53.7 65.3 38.5 56.5 68.3 46.0 55.7
some 37.3 30.0 40.0 25.8 51.0 39.5 22.3 29.8 34.8
none 15.6 0 6.3 8.0 10.5 4.0 9.4 21.7 8.9
no answer 1.1 0 0 0.9 0 0 0 2.6 0.6

3 Choose your sources of income:
I have a permanent job 27.7 63.4 6.3 49.5 21.1 42.3 27.1 37.7 39.2

I have my own busi-

6.1 10.0 6.3 6.0 10.5 5.1 17.9 8.1 7.6
ness
I have a permanent
place of work and a 21.6 13.4 0 15.8 17.5 19.2 13.6 11.0 16.5
part-time job
I receive a pension 0.0 6.6 53.7 6.9 8.9 7.0 9.3 8.1 7.6
from the state
I receive a pension and 2.5 5.0 33.7 5.0 8.9 5.1 9.3 8.1 6.3
have a part-time job
I receive a scholarship
and have a part-time 13.3 0 0 3.9 12.2 6.1 13.6 5.5 6.9
job
I don't work, but my 27.7 16 0 12.9 19.4 14.2 9.3 216 15.2
relatives help
I have a non-labour in- 1.1 0 0 0 1.7 1.0 0 0 0.6

come

4 How long could you live on your current savings without any further income?

up to 1 month or less 50.6 38.4 67.0 54.4 35.2 42.4 54.3 56.8 47.5
from 3 to 6 months 32.5 41.6 6.4 31.7 36.8 36.4 22.9 32.5 33.5
more than 6 months 16.9 20.0 26.6 13.9 28.0 21.2 22.9 10.7 19.0
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The majority of young respondents aged 18 to 29 noted that they have no savings, with only 33.7% of respondents from
this group providing a positive answer. Respondents aged 30 to 59 stated that they mostly have savings, as do citizens
aged sixty and above. Among the survey participants, women showed a greater tendency to save compared to men. The
distribution of women with savings and those without savings was nearly equal. In urban areas, 57.6% of residents claimed
to have no savings, while in rural areas, 59.7% of residents attempted to save. Among the total number of survey partic-
ipants, the majority, 54.4%, mentioned that they have no savings, while the rest gave a positive response.

Regarding the question about the number of income sources, 45.9% of young respondents aged 18 to 29 noted having a
single source of income, 37.3% mentioned having multiple sources, and 15.6% indicated a complete absence of income
sources. Middle-aged respondents, in 70% of cases, indicated having predominantly one source of income, while 30%
mentioned having multiple sources. None of the participants aged 30 to 59 mentioned the absence of income sources.
Among the respondents by gender, 65.3% of women indicated having a single source of income, while 51% of men
mentioned having multiple sources. The majority of respondents from cities, towns, and villages mentioned having a single
source of income, with a relatively small percentage indicating multiple sources. The survey revealed that among the
respondents residing in urban communities, 4.0% had no income sources, while in towns and villages, the percentages
were 9.4% and 21.7% respectively. This situation indicates certain issues with the availability of employment opportunities,
particularly in rural areas.

The assessment of respondents' financial well-being involved identifying not only the quantity but also the types of income
sources. Among the respondents, 39.2% stated that they have a permanent job, 16.5% have a permanent job with
additional income, 7.6% have their own business, and the same percentage of citizens solely rely on government pensions.
Additionally, 6.3% receive income from both pensions and additional work, 6.9% receive scholarships, and 15.9% are
unemployed but receive financial support from relatives. Interestingly, in an open-ended response to this question, 0.6%
of respondents mentioned having a non-labour income but did not specify the method of obtaining it.

When examining different groups of respondents, it was found that young and middle-aged individuals have permanent
jobs but seek additional sources of income, with a relatively small portion of them having their own businesses. People
aged over 60 primarily rely on government pensions but also seek additional income due to the low level of pensions.
Female respondents predominantly have permanent jobs, while almost half of male respondents have both permanent
employment and additional income. The proportion of men and women who have their own businesses was equal, indi-
cating gender parity in these matters. The survey revealed that individuals with permanent jobs and the opportunity for
additional earnings are primarily found in urban communities and towns, while respondents from rural areas mentioned
the absence of employment and reliance on assistance from relatives.

Despite the desire expressed by Ukrainians to work, 47.5% of respondents noted that in the absence of further income,
their savings would be sufficient to live for one month or less. 33.5% said they could live for 3 to 6 months, and 19%
believed they could sustain themselves for over 6 months. Among the surveyed groups, young people appeared to be the
least protected, as over 50% of them stated that their savings would barely last for one month. Women were identified
as a vulnerable category, with 54.4% of them insisting that their savings would last no more than one month or even less.
There were no significant differences in the responses to this question among residents of cities, towns, and villages.
Clearly, despite the desire to work and save, Ukrainians feel a strong need for additional sources of income, as the financial
situation of the majority of them is extremely unstable.

In the conditions of war, the financial well-being of Ukrainian citizens has undergone certain changes. The survey questions
aimed to determine how the respondents assessed their financial situation prior to the start of the war (Figure 1) and how
it has changed in the context of the war (Figure 2).

The majority of respondents, 38.3%, indicated that their financial situation was quite satisfactory before the start of the
war. They had enough money for food, clothing, and durable goods. 36.4% of the respondents mentioned that their
financial well-being was decent, with enough money for food and clothing, but purchasing high-cost durable goods posed
difficulties. 21.4% were content with their lives, fully meeting their needs and saving money. A relatively small proportion
of survey participants, 3.2%, stated that they were barely making ends meet before the war, while 0.6% reported not
having enough money for food.
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They could barely
make ends meet Not changed
Full t thei Th t 19,9
u'lly met their eré was no Lost all sources of
needs and formed 214 3,2 enough money income Improved
savings ( 06 even for food 19 7,7
There was enough 26,9
money for food, Purchase of d Significantly Worsened
clothing and K Expensive gooas worsened 43,6insignificantly
38,3 caused difficulties
durable goods

Figure 1. Respondents' assessment of their own financial well-be-
ing before the start of the war, as a percentage of the total num-
ber of respondents.

Figure 2. Respondents’ assessment of changes in financial well-
being with the start of hostilities, as a percentage of the total
number of respondents.

After the full-scale invasion of the russian federation into Ukrainian territory, 26.9% of respondents declared a significant
deterioration in their financial situation. 43.6% reported a minor decline in financial well-being, while 19.9% claimed to
have experienced no changes. 1.9% of the survey participants emphasized the loss of all income sources. The proportion
of individuals whose financial well-being improved was relatively small.

The determinant of financial inclusion is financial behaviour, which illustrates the population's inclination towards con-
sumption, savings, and expenditure management, thereby having a direct impact on the economic development of local
communities and the state as a whole. That is why the second thematic block of survey questions aimed to assess the
state of financial behaviour in terms of respondents' age groups, gender, and types of residential communities (Table 2).

Table 2. Assessment of the financial behaviour of the respondents, as a percentage of the total number of respondents.

Group of respond- Group of respondents depend-
Questions and an- Group of respondents by age ents by gender ing on the typg of community of Total for
Ne | swer options of the residence each
uestionnaire - - - - roup, %
q 18-29 30-59 over 60 women man 18-29 30-59 over 60 group, %
years years years years years years
1 Do you plan expenses?
yes, all the time 26.5 63.3 46.3 50.5 28.1 46.5 40.7 32.3 42.4
from time to time 54.3 33.3 40.0 42.6 49.2 37.4 50.0 62.1 44.9
never 19.2 3.4 13.7 6.9 22.8 16.1 9.3 5.5 12.7
2 Do you keep track of expenses?
I write down all the ex-
penses and keep track of 8.4 3.4 6.4 5.9 6.9 6.1 9.3 5.6 6.3
them
L write down just some of 24.2 35.0 26.6 327 21.1 29.3 40.7 18.8 28.5
the expenses
I don't keep track of ex- 67.4 61.6 67.0 613 71.9 64.6 50.0 75.6 65.2
penses
3 Do you save some of your income?
yes, I regularly save a cer- 65.1 61.7 46.8 60.3 64.8 65.6 59.0 54.3 62.0
tain amount of money
no, I spend all my income 19.2 31.7 46.8 28.8 24.7 26.3 31.7 26.9 27.2
I spend more, constantly 15.6 6.6 6.4 10.9 105 8.1 9.4 18.8 10.8
borrow
4 If it happens or could happen that the income does not cover the expenses, how would you get out of such a situation?
I would spend less 57.9 50.0 53.7 51.4 59.6 55.6 59.0 48.5 54.4
L would ask friends/refa- 30.1 18.4 20.0 23.8 26.3 222 27.3 29.8 24.7
tives for help
I would take a loan 3.6 16.6 20.0 13.9 3.6 9.1 9.4 13.6 10.1
lla‘t’?“'d pay my obligations 8.4 15.0 6.3 10.9 10.5 13.1 43 8.1 10.8

The survey results showed that 42.4% of respondents constantly plan their expenses, 44.9% do it from time to time, and
12.7% of respondents never do it. The majority of young people occasionally plan their expenses, while women showed
a tendency towards regular expense planning. Urban residents plan their expenses in 46.5% of cases, while rural residents
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claim to plan expenses from time to time. The majority of respondents - 65.2% - indicated that they never track their
expenses, and only 6.3% claim to record and keep track of their expenses. This trend with slight variations is observed
across all respondent groups, depending on the type of community they live in. Among the respondents, 62.0% note that
they regularly save a certain amount of money, 27.2% spend their entire income, and 10.8% insist that they do not have
enough funds and are constantly borrowing.

The study of respondents' financial behaviour included answering the question: "If it happens or could happen that your
income does not cover your expenses, how would you deal with such a situation?" 54.4% of respondents answered that
they would save, 24.7% said they would ask for help from acquaintances/family members, 10.1% claimed they would
take a loan, and the rest would pay off their obligations with delay. Young people, women, and urban residents showed
the highest propensity for saving. Elderly people over the age of 60 were found to be the most responsible for paying off
various types of obligations. The majority of young people, men, and residents of town-type communities are not inclined
to borrow in difficult financial situations.

The study of the peculiarities of respondents' financial behaviour involved identifying the degree of their usage of progres-
sive expense management methods, including Internet banking (Figure 3), as well as forms of payment transactions
(Figure 4).

60 60
17,9
50 50
40 40
30 30
20 20
i - i
0 0
never sometimes always cash cashless payment both types
Figure 3. Distribution of respondents' answers regarding the us- Figure 4. Distribution of respondents’' answers regarding forms of
age of Internet banking, as a percentage of the total number of payment transactions, as a percentage of the total number of re-
respondents. spondents.

The survey revealed that 52.9% of Ukrainian respondents use Internet banking for expense management, 35% do it from
time to time, and 12.1% never use banking applications to track their expenses. Cash payments are preferred by 11.5%
of respondents, 31.8% make non-cash transactions, and 56.7% prefer both methods. It is evident that the majority of
survey participants strive to engage in both progressive forms and methods of expense management, as well as utilize
modern payment instruments.

In the context of the war, the question of preserving their savings became relevant for Ukrainians (Figure 5).

investments in real estate [l 4

cryptocurrency [l 3

investments in securities - 5

deposit account [ ©

UAHcash [ 6
freely convertible currency | s
0 10 20 30 40 50 60 70 80

% respondents

Figure 5. Priority directions for savings preservation in times of war, as a percentage of the total number of respondents.
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The survey revealed that the majority of respondents prefer to keep their savings in freely convertible currency, while a
minority opt for cryptocurrencies or investing in real estate. It is evident that in times of war, the risks of devaluation of
the national currency, losses from investments in real estate or securities, and inflationary losses from keeping funds in a
deposit account increase. Therefore, Ukrainian respondents try to mitigate these risks by acquiring freely convertible
currency.

Naturally, such financial behaviour by the population harms the country's economy since household resources essentially
remain untapped for its functioning or recovery. It is important to note that this financial behaviour reflects the citizens'
need to safeguard their assets during times of uncertainty, despite potential adverse effects on the country's economy.
However, the financial vulnerability of citizens to military challenges, as they are considered force majeure circumstances
where no insurance compensations apply, compels Ukrainians to protect their savings by acquiring freely convertible
currency.

Knowledge of financial matters and the ability to use financial products are driving forces capable of promoting inclusive
financial development in a country. The next thematic block of the study focused on assessing the knowledge of financial
issues and the utilization of financial products among different groups of respondents (Table 3).

Table 3. Assessment of knowledge of financial issues, as a percentage of the total number of respondents.

Group of respond- _Group of respondents depc_end-
Questions and an- Group of respondents by age ents by gender ing on the typ(_e of community of Total for
N2 swer options of the residence each
questionnaire 18-29 30-59 over 60 group, %
years years years women men urban town rural
1 How do you rate your knowledge of financial matters?
high level 15.6 20.0 6.3 13.9 21.1 18.2 27.3 5.6 16.5
average 68.8 61.6 73.7 66.3 66.8 68.7 68.3 59.4 66.5
insufficient 15.6 18.4 20.0 19.8 12.2 13.1 4.3 35.0 17.1
2 Are you currently improving your financial literacy?
yes 39.8 43.4 26.3 40.6 38.5 41.4 50.0 29.8 39.9
from time to time 51.8 41.6 33.7 46.6 45.7 41.4 36.4 64.7 46.2
no 8.4 15.0 40.0 12.9 15.8 17.3 13.6 5.5 13.9
3 Are you ready to improve your financial literacy in the future, and if so, how?
reading special literature 22.0 21.6 26.3 22.8 17.5 12.1 22.9 5.5 20.9
attending lectures or semi- | 479 216 0 16.9 15.8 17.2 31.4 10.6 16.5
financial experts’ services 2.2 15.0 20.0 13.9 17.5 25.2 9.3 21.7 15.2
not ready 58.0 41.7 53.7 46.4 49.2 45.5 36.4 62.1 47.5

The survey showed that 66.5% of respondents assess their knowledge of financial issues as moderate, 17.1% as insuffi-
cient, and 16.5% as high. The lowest self-assessment level of knowledge of financial issues was found among people over
60 years old and those living in rural areas. Regularly, 39.9% of respondents actively increase their financial literacy, with
the youth aged 18 to 29 being the most active in this process. Women showed the highest propensity for improving
financial literacy based on gender, while urban residents were more inclined compared to rural residents. The survey
revealed that 47.5% of respondents are not ready to increase their financial literacy at all. Reading specialized financial
literature was considered appropriate by 20.9% of respondents, attending lectures or seminars by 16.5%, and 15.2% of
respondents expressed readiness to seek advice from financial experts. Despite the majority of young respondents indi-
cating that they are currently improving their financial literacy, 58% of respondents mentioned that they are not willing to
engage in it in the future. Individuals over 60 years old showed a categorical reluctance to attend lectures or seminars to
improve their financial knowledge but could consider reading financial literature and seeking advice from financial experts.

The assessment of the level of knowledge and use of financial products by respondents involved multiple choices (Figure
6). Over 50% of respondents indicated knowledge of three types of financial products, including payment cards, mobile
banking, and credit; 15% chose five such types, adding insurance and savings (deposit account); a relatively small portion
of respondents mentioned over seven financial products. Almost all respondents noted that they are familiar with the
features of using payment cards, 60% mentioned understanding the mechanisms of mobile banking and credit, 56%
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understand what a savings (deposit) account is, and 51% understand what insurance is. Respondents showed the least
familiarity with the mechanisms of functioning of stocks, bonds, cryptocurrencies, or crypto-assets.

nothing of the suggested 1 0

cash only 1 0
4

obligations o — 2o
11
cryptoassets or cryptocurrency I 28
6
Shares I — - 35
SN G | —— 51
SaViNgs (depOsit) ACCOUt e 56
21
IO 61
. . 57
mobile banking |
60 9%
Py O 08
0 20 40 60 80 100 120

Which of the financial products do you use, choose one or more answers?

® Which of the financial products do you know, choose one or more answers? 70 Of respondents

Figure 6. Assessment of the level of knowledge and use of financial products, as a percentage of the total number of respondents.
(Source: authors’ representation)

The questionnaire also included questions about respondents' ability to use bank cards, terminals, and other electronic
payment methods. It is noteworthy that 98% of respondents claimed to possess these skills. Despite the fact that the
majority of survey participants are fairly knowledgeable about various types of financial products and payment methods,
they do not actively use them in real life. The most popular were payment cards, used by 96% of respondents, followed
by mobile banking, used by 57% of respondents. 26% of survey participants have a savings (deposit) account, while 21%
use credit and insurance. Only a small percentage of respondents use cryptocurrencies, stocks, and bonds. 1% of respond-
ents stated that they do not use any of the mentioned financial products and solely rely on cash.

An important aspect of financial inclusion is the ability to access financial services through a financial institution or other
available means. During the survey, it was deemed relevant to determine whether there are financial institutions in the
communities where the participants reside and, if so, what types are available (Table 4).

Table 4. Availability and types of financial institutions depending on the type of territorial community, as a percentage of the total num-
ber of respondents.

Group of respondents depending on the type of community of residence

N2 | Questions and answer options of the questionnaire

urban town rural
1. Are there any financial institutions in your settlement?
yes 97.9 77.1 24.4
no 0 22.9 73.1
don't know 2.1 0 2.6

2. What financial institutions are there in your settlement (select one or more)?

banks or their branches 52.1 55.2 19.1
credit unions 10.8 8.6 0
pawnshops 24.2 25.7 0
financial companies 12.0 8.8 0
nothing 0 0 73.1
other 0.9 1.8 53

The majority of respondents, 97.9% of urban residents, stated that there are financial institutions in their communities.
In towns, 77.1% of participants also provided a positive response, while residents of rural areas were less optimistic, with
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73.1% indicating the absence of financial institutions. The next question aimed to identify the types of financial institutions
prevalent in the communities where the respondents reside. It was found that in urban and town areas, there are multiple
types of financial institutions, primarily banks, financial companies, and pawnshops, with credit unions being less common.
The situation is somewhat different in rural communities. Respondents noted the presence of bank branches in 19.1% of
cases, and 5.3% mentioned the existence of other types of financial service providers. Another prevalent financial service
provider in rural communities in Ukraine is the Joint-Stock Company "Ukrposhta," which has an extensive network of
branches and generates more than half of its revenue from financial services to the population.

For citizens of Ukraine living in areas affected by military operations, the accessibility of financial services becomes partic-
ularly crucial. In 73.9% of cases, survey participants stated that banks were the most accessible to them during wartime
conditions, followed by 20.9% mentioning the branches of the Joint-Stock Company "Ukrposhta," 3.9% citing financial
companies, and 1.3% indicating none of the options. The most relevant services for respondents during times of war were
the servicing of payment cards, mobile banking, and credit. Services such as securities or deposit account management
were considered less significant.

Post-war prospects of financial inclusion in Ukraine through the prism of individual determinants

Previous research has demonstrated that financial inclusion is a significant component of financial well-being for the pop-
ulation and a stimulus for economic growth in a country. For Ukraine, which is experiencing active military conflicts, the
post-war prospects of financial inclusion have become particularly relevant because the country's reconstruction, economic
recovery, and improvement of the population's living standards are already a priority today. Therefore, our further inves-
tigations were focused on identifying key determinants of financial inclusion. The most important ones include the level of
education and knowledge in financial matters, savings availability, duration of maintaining solvency in the event of a
sudden loss of all sources of income, age, readiness for diversification of savings, type of territorial community, and form
of payment transactions.

To determine the significance of the impact of these factors on the accessibility of financial services, the decision was
made to employ correlation regression analysis. The construction of a mathematical model relied on the results of a survey,
for which a finite logic approach was applied, converting all answer options into numerical values from 0 to k in a specific
logical sequence. The authors selected the consumption level of various types of financial products and services (Y -
dependent variable) as the performance indicator that is considered suitable for evaluating financial inclusion. The assess-
ment of values for this criterion was based on respondents' answers using a 6-point scale: 1 point represents a low
consumption level, indicating the use of one or fewer financial products or services; 2-5 points indicate an average level,
with two to five items mentioned; 6 points indicate a high level, with six or more items mentioned.

During the study, factors such as readiness for savings diversification, community type, and the preferred form of payment
transactions were found to have a weak correlation with the dependent variable and were excluded from the model.
However, the following factors were found to have a moderate to significant impact on the variable Y:

= Level of education (X1): This factor was chosen based on the assumption that education level contributes to popu-
lation awareness and the ability to effectively manage resources, including the use of available financial products.
Respondents' answers regarding education were evaluated on a 3-point scale: 1 point for incomplete or complete
secondary education, 2 points for vocational education, and 3 points for higher education or an academic degree.

. Financial knowledge level (X2): This factor was justified by the assumption that there is a close relationship between
the number of financial inclusion tools available and utilized and the level of financial knowledge. The responses
obtained from respondents regarding their knowledge of available financial products were evaluated on a scale from
0 to 15 points, depending on the number of financial products each respondent was familiar with.

= Savings Availability (X3): It was assumed that the population actively utilizes various financial products when savings
are present and managed. Respondents' answers regarding savings availability were evaluated on a 2-point scale: 0
points for "no savings" and 1 point for "savings present".

. Duration of maintaining solvency in the event of a sudden loss of all sources of income (X4): This indicator can
indicate the adequacy of conditions for long-term utilization of financial products and the spread of financial inclusion.
Respondents' answers were evaluated on a 4-point scale: 1 point for up to 1 month, 2 points for 1 to 3 months, 3
points for 3 to 6 months, and 4 points for over 6 months.
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= Age factor (X5): Considering the historical peculiarities of financial development and Ukraine as a whole, it was
assumed that there is a certain relationship between the development of financial inclusion and the conservative
views of older individuals and the information and technological awareness of the younger generation. To prepare
the data for analysis, respondents' answers regarding their age were evaluated on a 3-point scale: 1 point for 18-29
years, 2 points for 30-59 years, and 3 points for over 60 years.

The assumptions regarding the dependencies among the selected variables were confirmed through the construction of a
correlation matrix (Table 5).

Table 5. Correlation matrix of dependence between variables.

Variables Y X1 X2 X3 Xa Xs
Y 1.0000 0.1619 0.5413 0.1927 0.1990 0.2210
X1 0.1619 1.0000 0.0458 -0.1101 0.0946 0.0765
X2 0.5413 0.0458 1.0000 0.2146 0.1147 0.3147
X3 0.1927 -0.1101 0.2146 1.0000 0.3900 0.2010
Xa 0.1990 0.0946 0.1147 0.3900 1.0000 0.0748
Xs 0.2210 0.0765 0.3147 0.2010 0.0748 1.0000

The obtained correlation matrix indicates that the correlation coefficients between the explanatory variables and the de-
pendent variable range from 0.1619 to 0.5413. The strongest correlation is observed between the dependent variable (Y)
and variable X3 - the level of knowledge in financial matters. The analysis of multicollinearity among the selected factors
reveals that none of the selected indicators have |r|>0.7, confirming the absence of multicollinearity between them and
allowing for further analysis.

The regression analysis of the dependence of the number of financial products and services used by respondents on the
selected factors allowed for constructing the following equation using the Excel software package:

Y= 0.7201 + 0.2150*X1 + 0.1232*X2 + 0.1282*X3 + 0.1051*X4 + 0.0049*X5 (1)

The key quality indicators of the regression equation are as follows: the probability coefficient Prob(F-statistic) = 5.2E-12
(which is less than the critical value of 0.05), the regression coefficient R = 0.5757, the coefficient of determination R2 =
0.3314, and the weighted coefficient of determination R2 = 0.3094. These indicators confirm a significant dependency of
the variable (number of financial products and services usage) on the explanatory factors. The obtained equation is con-
sidered adequate as it satisfies the following conditions: 1) it has a high level of significance for all included model factors,
confirmed by the coefficient values of p-value = 0.032 (less than 0.05) and the t-statistic value = 2.162 (exceeding 2.00);
2) it has relatively low values of determination coefficients: multiplicative - 0.3314 and adjusted - 0.3094, which are
acceptable for this regression model since all independent variables were formed using a finite logic approach.

The economic interpretation of the multiple linear regression coefficients indicates that increasing the level of consumption
of various financial products and services by 0.215% can be achieved by raising the citizens' education level while creating
conditions for savings growth can increase this indicator by 0.1282%. Factors such as knowledge of financial products,
duration of maintaining solvency in case of a sudden loss of all sources of income, and the age of financial service con-
sumers have a lesser significant impact on the dependent variable. Based on the results of the developed model, it can be
concluded that the prospects of financial inclusion are directly related to complementary factors such as the development
and improvement of citizens' education level, as well as financial awareness and literacy of the population. To promote
financial inclusion, the issue of increasing savings among the population becomes relevant, as the study has shown a
significant decrease in savings during wartime due to inflationary processes, complete or partial loss of income sources,
and the lack of knowledge or motivation for effective management. Financial knowledge will enable citizens to budget their
income and expenses, facilitate the transformation of savings into investments, and ultimately have a positive impact on
the post-war economic recovery of the country.

DISCUSSION

In previous studies (Abramova, 2020), the authors outlined the factors that influence financial inclusion and proved that
financial education, access to financial services, and the financial well-being of citizens are key among them. Considerable
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attention was paid to financial inclusion in the context of sustainable rural development and it was concluded that financial
inclusion is @ means of full use of financial services that stimulates innovation, mobilizes savings and supports investment,
and thus contributes to the economic development of territories (Abramova et al., 2021).

Scientific sources typically pay attention to the level of education and age, income and wealth level (Cassimon, 2022), the
inclusion of the poorest segments of the population in the functioning of the financial system, religiously-oriented financial
services, distance from financial institutions (Tefera, 2022), and others. The analysis of the mentioned works and previous
scientific contributions by authors (Abramova, Nedilska et al., 2021) provide grounds to identify potentially significant
determinants of financial inclusion. The most important ones include the level of education and knowledge in financial
matters, savings availability, duration of maintaining solvency in the event of a sudden loss of all sources of income, age,
readiness for diversification of savings, type of territorial community, and form of payment transactions.

CONCLUSIONS

It has been proven that the key parameters of financial inclusion are financial well-being, financial behaviour, knowledge
of financial issues, and use of financial products, as well as physical access to financial services. Based on the experience
of European Union countries, it has been established that creating conditions for free access to financial services for all
categories of population and businesses, as well as their digitization, contribute to the growth of citizens' incomes, entre-
preneurial structures, simplification of investment mechanisms, and therefore the economic development of the country.
In order to assess the state of financial inclusion in Ukraine, a survey was conducted among citizens of different ages,
genders, and educational categories, which revealed the worsening financial situation of the majority of them. It has been
argued that the majority of the surveyed youth and people over the age of sixty in Ukraine do not have savings. It has
been substantiated that people mainly in rear and depopulated communities of cities and towns have permanent jobs and
the opportunity to earn additional income, while respondents from rural areas point out the lack of employment and
dependence on relatives' assistance.

It has been established that one of the determinants of financial inclusion is financial behaviour, which illustrates the
population's inclination towards consumption, savings, and expense management, thus directly influencing economic de-
velopment. The survey results have shown that the youth occasionally plan their expenses, while elderly people are indif-
ferent to expense planning. It has been argued that people over the age of sixty are the most responsible when it comes
to paying various obligations. It has been revealed that in conditions of war, risks of devaluation of the national currency,
losses from investments in real estate or securities, as well as inflationary losses from keeping funds in deposit accounts
have increased. Therefore, surveyed Ukrainians try to mitigate these risks by keeping their savings in freely convertible
currency. It has been argued that such financial behaviour of the population harms the country's economy, as household
resources effectively remain unused in its functioning or recovery.

It has been established that the majority of survey participants strive to engage in progressive forms and methods of
expense management and use modern payment instruments. It has been proven that the majority of surveyed Ukrainians
use Internet banking for expense management, which is evidence of societal digital transformation. At the same time, the
wartime situation, namely regular shelling of the country's energy infrastructure and, as a result, frequent power outages
and lack of internet access, forces the population to conduct cash transactions. It has been found that most respondents
consider their knowledge of financial matters to be average. The younger generation has shown the most active desire to
increase financial literacy, while the elderly have shown the least activity. However, the results of correlation and regression
analysis have demonstrated that the prospects of financial inclusion are directly related to complementary factors such as
the development and improvement of citizens' education levels, as well as the financial awareness and literacy of the
population. The issue of increasing the population's savings becomes relevant for the development of financial inclusion
since the research has shown that their level has significantly decreased due to inflationary processes, complete or partial
loss of income sources, lack of knowledge, or motivation for their effective management. Knowledge of financial matters
will enable citizens to budget their income and expenses and promote the transformation of savings into investments,
which will have a positive impact on the post-war economic recovery of the country.

Further research by the authors will be aimed at exploring digital financial technologies, as well as the field of the popula-
tion's financial well-being.
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Ab6pamosa L., Heginbceka /1., Kyposcbka H., Kosanbyyk O., lMoriascekmi I1.

CYYACHMI CTAH I NOBOEHHI NEPCMEKTUBU ®IHAHCOBOI IHK/MIO3Ii B YKPAIHI 3
YPAXYBAHHSAIM [OCBIAQY €C

MeToto AOCNIMKEHHS € TEOPETMKO-METOA0OrYHE 06r'PYHTYBaHHS! CTaHy Ta MOBOEHHMX MEPCMEKTMB (PiHAHCOBOI IHKHO3iT
B YKpaiHi 3 ypaxyBaHHsM aocsigy KpaiH €C. 3aBAaHHS AOCNIMKEHHS: TEOPETUYHO O6I'pyHTYBaTK 3MICT i 0cobnmBoCTi (i-
HaHCOBOI iHKNIO3iT 3 ypaxyBaHHAM A0cCBiAy KpaiH EC; OLHUTY NOTOYHMIA CTaH hiHAHCOBOI iHKMIO3IT; OKPECTUTY MNIC/ISIBOEHHI
nepcrneKkTMBM pO3BUTKY (PiHAHCOBOI iHKMIO3iT B YKpaiHi. CTaTTa MIiCTUTb 06rpyHTYBaHHS nMapaMeTpiB (iHaHCOBOI iHK/IO3IN,
cepen sKkvx ciHaHCoBWIM f06pobyT, diHaHCOBa NoBeAiHKa, 3HaHHS (hiHAHCOBUX NWUTaHb | BUKOPUCTaHHS (hiHAHCOBMX Mpo-
AYKTiB, MOX/MBICTb (i3NYHOr0 AOCTYNY A0 (DiHAHCOBMX NOCAYr BU3HAHO KIIOYOBUMU. 3 ypaxyBaHHSAM AocBigy kpaiH €C
ApryMeHTOBaHO, L0 CTBOPEHHSI YMOB AJ1s BiIbHOFO AOCTYNY BCiX KaTeropili HaceneHHs i 6isHecy Ao chiHaHCOBKX nocnyr
Ta iX uMdpoBiI3aLis CNpUSAIOTb 3pDOCTAHHIO AOXOAIB rPOMAAsH, MiANPUEMHULBKUX CTPYKTYP, CNPOLLEHHIO MEXaHI3MiB iHBeC-
TYBaHHS, @ OTXXe, eKOHOMIYHOMY PO3BUTKOBI Aepxxasu. NpoBeAeHO OUiHKY CTaHy (iHaHCOBOI iHKMIO3ii B YKpaiHi Yepes
OHNANH-OMUTYBaHHS Pi3HWX KaTeropii rpoMaAsH. YCTaHOBNEHO, WO YKpaiHLi BigdyBalOTb rocTpy notpeby B A0AATKOBMX
[DKeperiax aoxody, a MartepiasibHe CTaHOBMLLE NepeBaXKHOi BINbLLOCTI 3 HUX € BKpaW HeCTabiNlbHUM. 3a pe3ynbTaTaMu
KopensLinHo-perpeciiHoro aHanisy npioputetamm iHaHCOBOT iHKIIHO3iT BU3HAYEHO PiBHSI (hiHAHCOBOI 06i3HAHOCTI Ta rpa-
MOTHOCTi HaceneHHs, Lo A03BONWTb iM 3AiCHIOBaTH BIOKETyBaHHS AOXOAIB i BUTpAT, CnpusiTuMe (POpMyBaHHIO 1 TpaH-
cchopmalii 3aoLamkeHb B iHBECTULT, MaTUMe NO3UTUBHWUIA BNIMB Ha NMOBOEHHE BiJHOBNEHHSI EKOHOMIKMN KpPaiHW.

KnrouoBi cnosa: ¢diHaHcoBa iHKN03is1, (hiHaHcoBUIA A06pobyT, dhiHaHCOBa NoBeAiHKa, hiHAHCOBA MPAMOTHICTb, MOBOEHHE
BiJHOBJ/IEHHS

JEL Knacudpikauia: G2, R1, O1

DOI: 10.55643/fcaptp.6.53.2023.4222 333


https://fkd.net.ua/
https://www.fta.org.ua/
https://ssrn.com/abstract=3621258

