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Stativka N. V., Velychko K. Yu., Tymohova H. B. Specificity of the Influence of Financial Literacy on Consumer Sovereignty
in the Context of Digitalization

The article emphasizes the importance of forming a culture of financial literacy of the population as a necessary condition for creating a secure financial environ-
ment in the context of digitalization. The influence of banking technologies and digitalization on consumer behavior is analyzed and it is noted that consumer
ignorance and insufficient digital literacy (low awareness of modern banking services in the market, mechanisms for purchasing goods and services through
online platforms) limit consumer sovereignty. The experience of using various payment instruments in the national national market is considered. It is proved
that a significant increase in non-cash payments stimulates the emergence of new banking services, which include junior bank cards as an effective financial
product that solves the issue of security of money transfers and control over the status of the account (on the part of parents or guardians). On the basis of the
expert method, the features of the use of junior cards and the level of financial literacy of consumers of this banking product are researched. It is emphasized
that today the definition of priority directions, instruments and appropriate information support for the practical implementation of measures to improve finan-
cial literacy will provide an opportunity to increase the level of economic security of the State and strengthen the financial sovereignty of citizens. According to
the results of the research, recommendations on the effectiveness of educational programs for the formation of financial literacy as a necessary competence
in the context of digitalization and financial awareness as an important component of the formation of financial sovereignty of the consumer are suggested.
Keywords: consumers, finance, behavior, literacy, payments, banknotes, information.
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he dynamic development of digitalization pro-

cesses has stimulated the emergence of new fi-

nancial services and products in the banking sec-
tor, and has led to a rapid increase in Internet payments.
However, Ukraine has a lower level of financial literacy
than European countries do, and consumer behavior is
influenced by various macro- and micro-environmental
factors (income level, consumption culture, traditions,
distrust of the national currency, etc.). People here are
more likely to make financial decisions under the influ-
ence of stereotypes, prejudices, and even emotions, that
is, under a powerful behavioral factor.

The study of the trends in the impact made by the
economic situation in the country on the dynamics and
structure of the using cash income by households is still
relevant and is an important topic for scientific discus-
sion. It is their analysis that allows us to assess the pat-
terns of dynamics and structure of income usage in to-
day’s rapidly changing environment, and to explore the
features of the citizens/consumers’ financial behavior.

Comprehensive research and analysis of theoretical
aspects of the factors of consumers’ financial sovereignty
as an integral part within the payment culture, as well as
the characteristics of modern methods of regulating the
process of forming a new financial system within culture
are of great scientific and practical importance.

Well-known foreign scholars have madeassignificant
contribution to the study of household finance, among
which are G. Becker, Z. Bodie, E. Giddens, ]. M. Key-
nes, K. Lancaster, R. Merton, J. Minser, F. Modigliani,
R. Pollack, P. Samuelson, J. Tobin, J. Hicks, ]. Hodgson,
M. Friedman, and others.

Concerning the modern domestic authors who
have studied various aspects of the population’s financial
behavior, it is worth noting research papers by V. An-
drushchenko, V. Bazylevych, O. Vatamanyuk, T. Kyzyma,
O. Kuzyk, V. Leonov, L. Lysyak, L. Londar, I. Novitska,
S. Ospishchev, S. Panchyshyn, M. Ruda, M. Savluk,
Z. Skrynnyk, O. Smirnov, Y. Stankevich, S. Yuri, V. Fe-
dosov, and others.

However, despite the results of economic research,
most components of behavioral finance need further
study, because clarification is required for the financial
behavior of households, while taking into account cur-
rent trends in economic processes, threats, and crises.

Let’s consider the financial behavior of households
through the prism of consumer sovereignty.

Sovereignty means absolute (no restrictions on
the manifestation of its power), permanent (constant
existence for an indefinitely long period), and indivis-
ible (a state when the government does not share its pre-
rogatives with anyone, and there can’t be any bodies that
would stand above or next to it) power [1, p. 9].

Consumer sovereignty lies in their ability to influ-
ence the producer. Consumer behavior encompasses the
implementation of consistent social actions performed
by individuals (social groups) as subjects of consump-
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tion. A necessary condition for consumer sovereignty
is freedom of consumer choice. Thus, when deciding on
producing a particular product, manufacturers depend
not only on their desires or technical and financial capa-
bilities, but also on the consumers’ desire and willingness
to buy this product.

Besides, the seller, determining the range of goods,
not only focuses on its abilities, but primarily on the buy-
ers’ desires. And only consumers, making a purchase
decision, are independent, because they only focus on
their desires, needs, financial capabilities, and affordable
prices. Consumer sovereignty in the market means their
independence in making a purchase decision [1, p. 18].

Researchers of the consumers’ financial behavior
conditionally (because the buyer can show different types
of behavior depending on circumstances and a life stage)
divide them into three groups (7hl. I) [1-4].

everal factors influence consumer behavior in the

market. As a rule, they are divided into external

(religious, cultural, political, economic, social, situ-
ational, climatic, etc.) and internal (consumer’s world-
view, upbringing, stereotypes, pessimistic or optimistic
expectations, etc.) ones [2, p. 75].

Given the sustained response of Ukrainian house-
holds to the economic situation, the special national na-
ture of the link between income, consumption, and sav-
ings should also be considered. The Ukrainian market
of payment services has been showing positive changes
from year to year, namely: the growing share of non-cash
payments, increasing number and volume of payment
card transactions, weakening financial requirements for
electronic payment system market participants by the
regulator, the latter being the National Bank of Ukraine.

With the active development of technology world-
wide, the payment culture of cashless payments is be-
coming increasingly popular. It is beneficial to the state
and banks, as it saves significant funds on the issuance,
collection, and disposal of banknotes, as well as to the
economy and society, in general, as it helps to improve
control over transactions and effectively combat the
shadow economy [5]. The term cashless means the de-
sire of the state to minimize the amount of cash in the
economy by switching to non-cash payments. Bank cards
are the key element of electronic banking systems and are
increasingly displacing the usual checkbooks and cash.
Transactions with bank payment cards, on the one hand,
expand the range of bank services, and are a powerful
source of resources in both foreign and national curren-
cies, on the other.

The payment card as a means of payment performs
various functions, but the main ones are the identifica-
tion and movement (transfer) of funds, such as data ex-
change, monitoring of information about the availability
of funds, debiting funds, and other financial transactions.
The plastic card is the most famous and widespread tool
in the field of cashless electronic payments. The level of
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Table 1

Characteristics of consumer groups

Consumer groups

Characteristics of consumer financial behavior

Hedonists

People for whom the consumption of tangible and intangible goods is a source of joy, inspiration,
happiness. They usually care little about the consequences of the consumption process, show sophis-
tication of tastes, follow fashion trends, and sometimes are prone to status consumption. This type of
consumer is a godsend for producers. In some places, such persons show a painful tendency to buy
goods and services, to accumulate material goods. Such behavior in the market requires financial
security. As a rule, these are people with a high level of well-being

Rationalists

sumption can be quite high

Buyers who consume prudently and thoughtfully. These are people who, due to financial constraints
or outlook, demonstrate thriftiness, compare prices for goods and services, and are critical of ad-
vertising and marketing manipulations. They rarely show impulsive behavior. The level of their con-

Ascetics

People who deliberately limit their consumption due to low income or specific worldviews. Such con-
sumers are often guided by religious, ideological, or ethical principles. Their consumption level may
be limited to a physiological minimum, sometimes they are left outside market relations. In some
cases, asceticism is forced, and sometimes it takes extreme forms

Source: formed by [1-4].

cash depends on many factors: the level of economic de-
velopment and that of non-cash payments; the share of
the shadow sector; the level of the terminal network pen-
etration; population’s culture, level of financial literacy,
and motivation [6-9].

A certain correlation exists between the develop-
ment level of non-cash payments and the level of eco-
nomic development in the country. A low level of eco-
nomic development, which is known to strive for cash
payments, actively resists the development of non-cash
payments. Legalization of income and expenses, trans-
parency of cash flows is extremely unfavorable to the
economy with a low development level. The higher the
level of non-cash payments penetration, the higher the
level of economic development [6, p. 22].

t should also be noted that the growth of cash circu-

lation is indirectly related to the increase of shadow

money circulation in the economy and tax avoidance
by economic entities, and thus complicates fight against
corruption, money laundering, crime, and terrorism.
A high level of shadow economy in the country accompa-
nied with a low level of confidence in banks provide the
demand for cash. And where there is non-cash money
circulation, everything is clean and legal [7].

The use of cash is not cheap for the banking sys-
tem, because banks have to care about the protection
of banknotes from counterfeiters, withdraw counter-
feit banknotes from circulation, and even replace them,
when banknotes are not fit for circulation (torn or ob-
solete). The National Bank of Ukraine issues, processes
banknotes at its own expense, and destroys the unfit ones.
But the huge costs of processing, storage, and transporta-
tion of cash are also borne by banking institutions.

Currently, the main legislative act in the field of
regulating forms and procedures of payments in Ukraine
is the Law of Ukraine “On Payment Systems and Funds
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Transfer in Ukraine” Relations in this area are also regu-
lated by the Law of Ukraine “On Financial Services and
State Regulation of Financial Services Markets’, the Law
of Ukraine “On Electronic Trust Services’, and the new
Law of Ukraine “On Currency and Currency Transac-
tions” As the activity of payment and calculation systems
in Ukraine lies within the scope of regulation by the Na-
tional Bank of Ukraine (NBU), this area is also regulated
by numerous resolutions issued by the NBU.

t the same time, a rapid development of the Fin-

tech industry requires current legal regulations

to be improved, as they no longer meet market
demands. Thus, in the legal regulation of payment sys-
tems, there are gaps in defining the features of the pro-
viders of such services, conditions for using electronic in-
voices, e-wallets, and money for non-cash transfers and
payments for goods (or services) online in Ukraine and
for cross-border transfers to citizens’ accounts opened by
Ukrainian banks and payment institutions.

Issuance of change coins often costs more than their
face value [8-9]. The owner of a bank payment card has
several advantages: reliability of saving own funds even
in case of losing the payment card (it is enough to inform
the bank about the loss of the card); convenience when
paying for certain goods or services both in this country
and abroad, because automatic conversion is carried out
at a more favorable rate than it is in exchange offices; and
possibility to control own costs. Payment cardholders
also have an opportunity to pay their bills without leav-
ing their homes. One can also use a plastic card to pay
for services or goods online, e.g. to top up your mobile
account, pay for goods in online stores, make utility pay-
ments, book tickets, hotels, etc.

Special development in Ukraine was received by the
Junior Card, a convenient financial product for children
and teenagers aged from 6 to 17. Its mission is providing
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a modern financial approach to teaching financial litera-
cy. Using the Junior Card functionality, children learn to
save their own pocket money, as well as use banking ser-
vices. The peculiarity of Junior Cards is an opportunity
for parents or persons responsible for the child to track
and control payments made from the card.

To provide a deeper analysis of the Junior Card
topic, research on the difference in Junior Cards’ charac-
teristics in Ukraine depending on the bank (OschadBank,
PrivatBank, Raiffeisen bank Aval, Monobank Universal
Bank) has been conducted (Tl 2).

ccording to the results of studying the informa-
tion on the official websites of Ukrainian banks,
it can be concluded that Junior Cards have com-
mon functions and capabilities:
1) capability to pay bills online;
) capability to pay bills at points of sale;
) capability to transfer money to other cards;
)
)

B W N

parental control (notification to parents’ devices);
notification of account status and performed ac-
tions;

6) capability to use the functions of Internet bank-

ing;
7) limit management;
8) opportunity to participate in special offers.
Within the study of the peculiarities of form-

ing consumers’ financial sovereignty, an interview was
conducted with Junior Cards consumers, namely, 100
schoolchildren in Ukraine from 6 to 18 years of age.

ul

he main purpose of interviewing consumers was
to identify certain features of using Junior Cards,
to determine the decision-making process by
consumers, and to determine the factors influencing the
decision-making process while using the Junior Card.
The answer to the question “Do you use a bank
card?” is shown in Fig. 1, while Fig. 2 represents the re-
spondents’ choice on what they use more often: a plastic
bank card, Paypass system, or a transfer to another ac-
count.

Fig. 1. Characteristics of respondents’ answers
to the question “Do you use a bank Junior Card?”

The results of the answer to the questionnaire: “How
did you learn about the opportunity to use a bank card?”
are quite interesting, and they are presented in Fig 3,

namely:
+ [ am not aware of this issue — 12 respondents
(12%);
+ Iwastold by parents/guardians — 55 respondents
(55%);

Table 2

Characteristics of Junior Cards

Monobank Universal

Functions

1. Opportunity to pay bills
online and at points of
sale, transfer money to ac-
counts.

2. Limit management.

3. Parental control.

4. Opportunity to partici-
pate in special offers.
5.Internet banking.

6. Cash withdrawal

1. Opportunity to partici-
pate in special offers.
2.Individual design.

3. Payment by card to the
account of a legal entity.
4. Payment for goods and
services at points of sale
and via the Internet.

5. Limit management.

6. Parental control.

7. Setting up a regular
transfer of funds from the
parent card to the Junior
Card

1. Replenishment of the
child’s card and control
over account balances in
Internet banking.

2. Free crediting and trans-
fer of funds from the card
of any bank on the Bank’s
website and in the mobile
application.

3. Limit management.

4. Messages to the par-
ent’s phone number and
the child’s phone number
about transactions, as well
as 3D-Secure when paying
online.

5. Free withdrawal of funds
four times a month: twice
at Raiffeisen Bank Aval
ATMs, and twice more at
any other ATMs

OschadBank PrivatBank Raiffeisen Bank Aval
Bank
Access for children aged Access for children aged Access for children aged Access for children under
from6to 18: from6to 17: from 6 to 18: 16 years of age:

1. Online account tracking.
2. Opportunity to partici-
pate in special offers.

3. Free issue and mainte-
nance.

4. Replenishment of the
card without commis-
sions. 5. Cash withdrawal.
6. Opportunity to pay bills
online and at points of
sale, transfer money to ac-
counts.

7. Parental control.

8. Limit management.

9. Individual design
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in terminal
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Fig. 2. Characteristics of respondents’ answers
to the question “What do you use more often?”

+ While using the website of my bank — 7 respon-
dents (7%);
While using Internet sources — 16 respondents
(16%);
I learnt it from the financial literacy course —
7 respondents (7%);
From friends - 1 respondent (1%);
[ don'’t have a card - 1 respondent (1%);
When applying for a scholarship card — 1 respon-
dent (1%).

The results of the survey show that 12% of respon-
dents have no experience in the consumers’ financial cul-

+

+

+
+
+

When applying for a scholarship card

I don't have a card

From friends

[ know from the course of financial literacy
Using Internet sources

Using the website of my bank

I was told by parents/guardians

| am not aware of this issue

I was told by my parents/guardians

I know from the course of financial literacy
| was introduced by bank employees
Using Internet sources

Using the website of my bank

| am not aware of this issue

ture, and most respondents were told about the advan-
tages or disadvantages of payment instruments by their
parents/guardians (55%). Only 7% received information
from the school’s financial literacy course, i. e., the basics
of financial literacy were obtained at the lessons of eco-
nomics (business fundamentals) introduced at schools.

nother question concerned the sources of learn-
ing about banking fraud and its prevention, and

showed the following results (Fig. 4):

+ lam not aware of this issue — 8 respondents (8%);

+ While using the website of my bank — 9 respon-
dents (9%);

+ While using Internet sources — 31 respondents
(31%);

+ [ was told by bank employees — 10 respondents
(10%);

+ [know from the financial literacy course — 14 re-
spondents (14%);

+ [ was told by my parents/guardians — 28 respon-
dents (28%).

The results of the survey on this issue are disap-
pointing, as only 9% of respondents learned about the
possibility of fraudulent measures against payment bank-
ing products from their bank’s website. Most respon-
dents indicated that they were aware of banking fraud

60

5 10 15 30 35

Fig. 4. Characteristics of respondents’ answers to the question “How did you learn about banking fraud and its
prevention?”
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and how to prevent it only due to Internet sources (31%),
and 28% received such information from their parents/
guardians. At the same time, 8% of respondents are not
aware of this problem at all, which is generally unaccept-
able in modern conditions of digitalization processes
development. Of course, improving financial literacy is
not exclusively a problem of banking institutions, but
they should significantly increase the awareness of their
customers about the possibility of fraud. Thus, some
banking institutions (Monobank, PrivatBank, etc.) have
established multi-level control of debiting or transferring
funds from bank cards, as well as introduced limits on
daily payments and payments made through Internet ap-
plications. In addition, for example, the PrivatBank web-
site contains a separate section titled “Security measures
for using banking products’, which suggests important
information on fraud prevention. Today 23 key rules help
bank customers avoid becoming fraud victims.

oming to the issue of the lack of financial literacy
among Ukrainians, it should be noted that to-
day, an important role in this sphere belongs to
educational institutions [8]. Introduction of disciplines
or separate topics (if it is a question of school), as well
as carrying out training with the involvement of bank
experts and experts in cybersecurity, will help increase
the level of financial literacy, strengthen the customers’
ability to effectively control the use of their own financial
resources through bank products, and, most importantly,
will promote quality financial decisions. It is the highest
level of financial literacy that will allow consumers to bet-
ter understand financial risks, significantly improve their
management, and increase trust in financial institutions.
Financial literacy (as a competence that is formed
in the learning process) includes three interdependent
components: attitude, knowledge (awareness), and skills.
The importance of financial literacy as competence is as-
sociated with the development of globalization and digi-
talization, which affects the state of the financial market
(it is becoming more complex and is characterized by the
availability of many financial products and services).
Financial awareness is having a good command of
terminology and certain legal aspects of financial life [8].
In this context, the Ministry of Education and Science of
Ukraine updated the financial literacy program for stu-
dents in grades 9-10 and introduced a new textbook in
2019. It fully considers changes in the financial sector
over the past 5 years. The textbook contains blocks on
the basic rights of financial services consumers, the rules
of safe work with payment cards, cryptocurrencies, elec-
tronic money, online payment instruments, and more. In
preschool and primary schools, financial literacy is not a
compulsory subject and is unfortunately taught in fewer
Ukrainian schools. But in most schools, knowledge of
economic fundamentals is integrated as games or facts
into other lessons for younger students, thus forming
their basis of financial awareness [8; 10].
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However, to achieve a proper level of financial liter-
acy, we should first overcome the overtly passive attitude
of most Ukrainians to their own prosperity and form in
our compatriots the philosophy of “independence” that
would allow every citizen to achieve and maintain finan-
cial independence throughout life.

CONCLUSIONS

Digitalization processes accelerate the develop-
ment of digital channels for financial services, expand
and diversify the market for banking services. The exist-
ing risks (for example, fraud) are overshadowed by sig-
nificant advantages: efficiency, accessibility, and conve-
nience. Therefore, the issue of public awareness, namely,
the formation of their consumer sovereignty is becoming
even more important. It can be concluded that to more
actively use non-cash payments and form the financial
sovereignty of the consumer, it is necessary to increase
the citizens’ financial awareness. The benefits of using
various electronic means of payment, in particular, pay-
ment cards (which are a cheaper, and more convenient
and secure method of payment) should be explained to
the population. It is important to inform citizens about
the possible ways of fraud with bank cards. Such work
should be carried out by banking institutions and govern-
ment agencies by implementing educational programs.

In addition, the problem of creating conditions for
the state to increase the financial literacy of all the seg-
ments of the population, from the youth to retirees, re-
quires a more detailed study of other countries’ practices
in this area, as well as opportunities to create powerful
mechanisms to eliminate financial illiteracy at the na-
tional level.

At the current stage of Ukraine’s development, it
is important to determine priority areas and instruments
of their development, create the ways of information
support to implement measures designed to increase
the population’s financial literacy, which in its turn will
increase economic security and strengthen the financial
sovereignty of Ukrainian citizens. n
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BnaryH I. C., Pomaniok M. 1., Cyayk H. B., MeHpgena €. M. 3a6e3neuyeHHsA cTanoro po3BUTKY YKpaiHu Ta KpaiH cBiTy
Ha OCHOBi KOpUryBaHHA Mofeneli IiHiNHOT eKOHOMIKW

OcmaHHim Yacom Habysae akmyanbHOCMi Me3a Mpo me, Wo BUKOPUCMAHHA Memodis i modeneli AiHiliHOT exoHOMIKU MoXce npu3secmu 0o HeamueHUX co-
uianbHUX Ma eKoao2iYHUX Hacniokie mypbyneHMHo20 eKOHOMIYHO20 PO3BUMKY, AKI byde 8axKo sunpasumu. Jedani miyHiwoto cmae me3a npo HeobxioHicme
p038UMKy 6€3 nopyweHHs Moxaugocmi 3a008016HUMU nompebu malibymHix nokoniHe. 06’ekmom docnioxeHHs € npoyec 3abe3neyeHHs CMaAno2o po3eu-
MKy eKOHOMIKU KPaiHU WASXOM Kopu2yeaHHS AiHiliHux modeneli ekoHoMivHuUX npoyecie. Halibinbw npobaemHum € nepexio 8id NiHiliHO20 MP0O2PAMyBAHHS eKo-
HOMIYHUX mpouecie 00 Po38UMKyY 6e3 NopyLeHHS MOXAUoCMi 3a0080bHUMU nompebu malibymHix nokoniHe. o nponoHosaHux memodie cnid eidHecmu
no3umusHuli 8naue binbw PoO38UHEHUX KPaiH Ha eKOHOMIKY, eheKmuBHICMb, eKoao2iko ma coyianbHi npobaemu 8 MeHWw Po38UHeHUX KpaiHax. Takul mioxio
Oae 3mo2y (hopmysaHHs Mpono3uyili 8iOHOCHO MalibymHboi nepcnekmusu GyHKUioHy8aHHA bi3Hecy. [ouinbHo Hazeamu ynpasiHHA cy6’ekmamu 2ocrnoda-
DPIOBAHHA 8 HAMPAMKY CMAN020 PO3BUMKY, y ModenbHoMy nidxodi te mae 6ymu Modenb cmano2o nidnpuemHuymea. Mo2o 20108HoK Memoto Mae cmamu
nidsuweHHa akocmi xumma. Modenb fease coboro 8i0bumms be3nepepsHo20 npoyecy 36aAaHCY8AHHSA eKOHOMIYHUX, COYianbHUX Ma eKono2iuHuX yinel
20cnodaprorodux cyb’ekmis, wio nepedbayae eHy4Ky 3miHy po3nodiny pecypcie y mipy 3miHu cepedosuwa. Kpim moeo, nepedbayeHo cmumystoroduli enaue
Ha omoyeHHA ma 36inbWeHHA WaHcie Ha puHky. Modenso cmanozo po38UMKY AK HG MiKPO-, MAK | MAKPOPIBHAX € BUKOPUCMAHHSA YUPKYNAPHOT eKOHOMIKU,
noby0osaHoI Ha MPUYUHHOMY acnekmi iHHoBauil y mpoueci ropmysaHHs modeni ii pozsumky. Came 0o malibymHboi nepcnekmusu yHKUiOHyBAHHS Bi3Hecy
HaAe#UMb MPONo3uuyis 8 MooeabHoMy Nidxodi cmanozo NidMpUEMHUYMBA W00 yrpasaiHHA MidNPUEMHULbKOK 0inbHICMIO 32010M Ma 6y0b-aKuM nionpu-
EMCMBOM 30KpeMa 8 HAMPAMKY CMasno20 PO3BUMKY. 020 20108HOI0 MeMOI0 € nideuLeHHA AKocmi Jumma. ModeabHull nidxid nonseae 8 6esnepepsHomy
npoyeci 36a1aHCY8AHHA EKOHOMIYHUX, COYiaNbHUX Ma eKoso2i4HUX yineli Ha nidnpuemcmeax, wo nepedbayae eHy4Ky 3miHy po3nodiny pecypcig y mipy 3miHu
cepedosuuia. Kpim mozo, nepedbayeHo cmumysnoro4uli 81U Ha 0MoYeHHs NidNPUEMHUYbKOI 0isnbHOCMI (KOMMGHIT) 3 Memoto 36ibWeHHS WAHCIB Ha PUHKY.
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