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Abstract. This article aims to trace the role of international banking
institutions with specialized financial skills, in particular the European Central
Bank (ECB) and Islamic Development Bank (IDB), towards the development of
Ukraine's financial and legal systems during European integration and post-crisis
recovery, inFocus: International Economic Relations|Ukraine’\s Integration Into
the European Union d After the Analysis It Received Metropolitahissues. The Role
Of Tourism As A Developing the Economy. The research scrutinizes how these
institutions attend to the needs of Ukraine’s banking regulation reform, monetary
system stabilization, and alternative financing provision within prevalent global
economic constraints. Special emphasis is placed on the constructive fusion in the
banking system of Ukraine of such banking institutions that support convergence
and integration with international standards and enhance the sustainability of
Ukraine’s banking system.

The methodology of this study is based on a combination of comparative,

legal, and institutional analysis. The examination rests on a doctrinal study of
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Ukraine's legislation regarding international financial institutions as well as their
intersection with Ukraine. A comparitive study meets international standards. The
author estimates the Reports, policy documents, and theses published by the eCB,
IDB, and pertinent Ukrainian authorities are scrutinized. Western analysts are
convinced that Ukraine's future strongly depends both in a positive and, above that,
a negative way on the European Union.

Meeting the Objectives. The analysis concludes that the role of international
financial institutions is crucial in providing the necessary technical and financial
assistance for the economic transformation of Ukraine. The ECB helps in the
gradual integration of Ukraine into the Union by facilitating the alignment of
Ukraine's banking supervision practices with the European Union’s standards.
Concurrently, the Islamic Development Bank provides traditional infrastructure and
sustainable development financing through non-conventional methodologies based
on risk-sharing and ethical investment. Along with the IMF and World Bank, these
institutions contribute to systemic improvements in Ukraine's financial governance,
risk management, and credit policies. The increased institutional focus on funding
Ukraine’s policies not only enhances financial stability but gives Ukraine the
freedom to experiment with its legislative and institutional framework.

Summations. This research determined that the cooperation of Ukraine with
international banking institutions is not ancillary, but rather integral to the country’s
economic recovery, institutional modernization, and legal integration into the global
system. The impact of IDB and ECB is particularly striking due to their
integrationist and ethical specialized monetization approach on one side and
development finance on the other. It is imperative for Ukraine to further enhance
relations with such banks in order to attain long-term stable diversification and
sustained integration within the international financial system. Future actions
should emphasize the improvement of the legal and regulatory structure and the

building of institutional skill and expertise to international best practices.
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Ykpaina Ta MikHapoIHi 0aHKIBCbKI YCTAHOBH . BHECOK CIIELiaJIi30BaAHUX

(¢inancoBux opraunizauiit

IBanoBa Pokcosiana
K.}0.H., JIOLICHT,
[Tpodecop kadenpu MizKHAPOAHOTO Ta €BPOMEICHLKOTO MPaBa,

Jleonin FO3pk0B XMeENbHUIBKUIA YHIBEPCUTET YNPABIIIHHA Ta MIPaBa,
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Anomauin. L[n cmammsa mae na memi npocmexcumu poib MIHCHAPOOHUX
OAHKIBCLKUX YCMAHO8 31 cheyianizo8anumu QIHAHCOBUMU HABUYKAMU, 30KpeMd
Esponeiticbkoeo yenmpanvhozo danxy (€L{F) ma Icnamcvkoco b6anky pozeumky
(IBP), y pozsumky ¢hinancosoi ma npasosoi cucmem Yxpainu nio uac €poneticokoi
inmezpayii ma nocmkpuzoso2o eionosnennsi, INFocus: International Economic
Relations|Ukraine’\s Integration Into the European Union d After the Analysis It
Received Metropolitahissues. Porb mypusmy sk exonomixu, wjo po3eueacmscsi.
Hocniooicenns susuae, K yi ycmaunosu 3a00801bHAIOMb NOmpedu peghopmyeanHs
banKiecvKo2o pezyntosants 8 Yxpaini, cmabinizayii 2poulo8o-kpeoumuoi cucmemu
ma 3abe3neyeHHs ANbMEPHAMUBHO20 (DIHAHCYBAHHA 8 YMO8AX NOULUPEHUX
2/100aNbHUX ~ eKOHOMIYHUX — o0OMedicenb. (Ocobnusutl  akyeum pooumvcs Ha
KOHCMPYKMUBHOM) NOEOHAHHI 8 OAHKIBCLKIU cucmemi YKpainu maxkux 0aHKi8CbKUX
YCMaHos, AKi NIOMpPUMYIOMb KOHBEP2eHYilo ma IHmezpayilo 3 MIHCHAPOOHUMU
cmanoapmamuy ma nio8UWYIoms CIMIUKICMb OaHKIBCHbKOI cucmemu Yxkpainu.

Memooonozis ybo2o docniodcenHs 6a3yEMbCs HA NOEOHAHHT NOPIBHANLHO20,
npasogoeo ma  iHcmumyyitino2o — ananiszy. Excnepmuza  6azyemvca  Ha

OOKMPUHATILHOMY — 8UBYEHHI 3aKOH00aecmea YKpainu wo0o MINCHAPOOHUX
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Qinancosux incmumyyii, a makodxc ix nepemuny 3 VYkpainor. IlopieusnvHe
00CNIONCEHHS BION0BIOAE MINCHAPOOHUM cmanoapmam. Aemop esadicae, wo 36imu,
npoepamui O0okymenmu ma me3u, onyonikosani €IL[b, IBP ma 6i0nogionumu
VKPAIHCObKUMU  Op2aHamu 61aou, pemenlbHO 6UsYaromvcs. 3axiOHi aHanimuxu
NepeKoHami, o MatuOymue YKpainu cuibHo 3anexcums K 8 NO3UMUGHOMY, MAak i 8
nepuiy uepey 8 HecamusHomy niaui 6io0 €sponeticbkozo Coro3y.

Hocaenenns yineu. Aumaniz pooums 6UCHOBOK, WO pOIb MIHCHAPOOHUX
Qinancosux ycmanog € BUPIULANLHON Y HAOAHHI HeoOXIOHOI mexHiuHoi ma
Qinancosoi donomoeu 0ni exonomiunoi mpancgopmayii Vrpainu. €L cnpuse
nocmynositi inmezpayii Ykpainu oo Coio3y, cnpusiouu npueeoeHHo NpaKmuk
bankiecvkoeo Haensdy 8 Ykpaini 0o cmanoapmie €poneticokozo Cor3y. Boonouac
Icnamcvkuti 6ank po3eumky Haodae mpaouyitine QIHAHCYBAHHA THGPACMPYKmypu
ma cmanoeo po3suUmKy 3a OONOMO2010 HeMPAOUYILIHUX MemOOO002il, 3ACHOBAHUX
Ha po3nodini pusuxkie ma emuuyHux ineecmuyisix. Pazom i3 MB® ma Csimoeum
OankomM yYi YCMAHOBU CHPUSIOMb CUCMEMHOMY B00CKOHANEHHIO (QIHAHCO8020
VNPAGNIHHA, YIPAGIIHHA PUSUKAMU Ma KpeOumHoi norimuxu 6 Ykpaini. [locunenns
iHcmumyyiunoi yeaeu 00 ¢hinancyeauHs nonimuxku YKpainu He MIiNbKU HOCUTIOE
Qinancogy cmabinvHicms, ane u 0ae Yxpaini c60600y eKCnepumMeHmysamu 3i C80€I0
3aKOHO0ABYOI0 MA IHCMUMYYILHOW CIPYKMYPOIO.

Iliocymosysanns. ¥V yvomy OocniodcenHi 6CcmaHo8lieHo, wo CRIBNpays

Yrpainu 3 midcnapooHumu 6auKieCoKUMU YCMAHOBAMU € He OONOMINCHOIO, a paduie

HEeBI0 '€EMHOI0 UYACMUHON) EeKOHOMIYHO20 BIOHOBNEHH KpaiHu, IHCMUMYYIiuHoOi

MoOepHizayii ma npasogoi inmezpayii y ceimosgy cucmemy. Bnaue IBP ma €L[5
0CcoONUBO 8padicarouuil uepes iXHill iHmespayiiuHuLl ma emuyHull cneyianizo8anull
nioxio 00 monemu3sayii 3 00H020 OOKY Mma QIHAHCYBAHHA PO3BUMKY 3 IHUL020. [
Yipainu expati eaxciuso i oani 3miynwoeamu GiOHOCUHU 3 MAKUMU OAHKAMU OJis
00CACHEeHHS 00820CMPOK0B80I CMabiIbHOI dusepcugikayii ma cmitikoi inmezpayii 8
MidCHapoOHy pinancogy cucmemy. Matibymui 0ii maromes Hazolourysamu Ha
B00CKOHANEHHI  NpPABO6OI ma  pe2ylsmopHoOi CmMpYKmypu ma  pO36UMKY

IHCMUmMYYIUHUX HABUYOK I 00CB8i0Y U000 NepedoB8o20 MIdHCHAPOOHO20 00CBIOY.

N
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Knwuosi cnoea. Ykpaina, €eponeticokuii yenmpanvhuil 6ank, pegopma
baukiecbkoeo cexmopy Ykpainu, midcHapoOHi opeanizayii, Ginancose npaso,
MOHemapHa cmabilbHICMb, CNIBPOOIMHUYMBO 3 Memol0 PO38UMKY, (QIHAHCOB]

yCcniaHoeBU.

Statement of the Problem in General Terms and Its Relevance to
Significant Scientific and Practical Challenges. As we know, any academic
endeavor begins with a clearly defined issue or question around which the body of
research is organized. The construction of a research problem involves pinpointing
an actual problem or scientifically relevant question which requires a proper
theoretical elaboration or solution among previously accumulated knowledge. Such
a problem serves to define the parameters of the study, direct the setting of
objectives, and outline the framework within which methodology is based.

In this case, the problem lies within the sphere of international financial
governance and the globalization of economic and legal systems by Ukraine.
Ukraine’s formal cooperation with some international financial institutions, like the
European Central Bank and the Islamic Development Bank, have not been
sufficiently examined in terms of their systemic ramifications for Ukraine’s banking
industry. Few studies exist that assess the role of specialized banking institutions in
the financial stabilization, legal consolidation, and durable functioning of Ukraine’s
monet economy.

Comprehending the linkage between this problem and larger scientific or
practical goals is important for evaluation of the significance of the research. The
theory of relevance is in the development of concepts stimulating the study of
specialized international financial institution's impact on the evolution of national
financial systems. At a more practical level, the research enhances the policy debate
on what constitutes the best approaches to finance cooperation and integration in the
aftermath of conflict or in transitional economies. Thus, the research fills both an

obvious academic gap and a practical one, which is urgent in the context of societal
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and institutional need for development in Ukraine’s European integration and
economic modernization.

Review of the Literature Conducted by Other Authors Examinations.

This subsection summarizes the most important works that have dealt with
international financial institutions and their effects on the banking systems of the
countries of the world, especially of the transition and post conflict economies. This
review seeks to justify the scientific need of focus in the current research, mention
the prevailing range of scholarly activity done around this topic, then indicate the
gaps which this article intends to fill.

The evaluation stems from an examination of at least fifteen scholarly articles
from the last five years, which include peer-reviewed journals, educational
institutional research papers, and intergovernmental legal papers pertaining to the
activity of the European Central Bank (ECB), the Islamic Development Bank (IDB),
and their collaboration with Ukraine [1; 2; 3]. Great focus is put on the works
researching regulatory convergence, international financial standards adoption, and
development finance diversification [4, p. 112; 5, p. 87].

Among the contributions in the literature, few had analyzed the participation
of the IMF and World Bank in the maintenance of macroeconomic stability in
Ukraine [6, p. 45; 7], while the deeper analysis seems to be missing for the more
focused banking institutions such as the ECB and IDB [8; 9, p. 128]. Most of the
time, scholars address monetary policy or Islamic finance [10] as separate issues,
but only very few try to bring these into a bigger picture of Ukraine's financial
integration and sectoral reform. Furthermore, most studies do not focus on the cross-
regional associative advantages of a number of institutional models to analyze how
such models mutually exist, conflict, and interact in terms of legal stipulations,
conditionalities, and development assistance in the long-range perspective [11; 12].

The author attempts to analyze the most relevant methodological and
empirical approaches to Ukraine’s cooperation with non-traditional financial

institutions, and underexplocked normative compliance with the EU banking acquis,
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as well as the role of ethical finance in post crisis recovery in Ukraine, which
unintentionally funded the gaps in the existing knowledge.

The cited literature remains within the ethics of the publication and ignores
anything published in the Russian language or from Russia or Belarus due to their
editorial policy. The only exceptions are the works that analyze critically the policies
or actions of the Russian Federation. This policy ensures that the research is located
within a given academic and geopolitical context, which aids in the relevance and
ethicality of the research.

By this review, the article claims its contribution to the new area of multi-
disciplinary research that integrates international banking law, financial governance,
and regional integration.The author aims to make a conceptual and empirical
analysis of his own in order to address the identified gaps and the prevailing
academic and policy debates.

Identification of Previously Unresolved Aspects of the General Problem.

As scholars continuously build upon the body of literature regarding
international financial institutions, their role in transitional economies is still a
developing area of study. Important features of this multi-faceted problem are yet to
be tackled in depth. These gaps create boundaries surrounding the role of specialized
banking institutions like the Islamic Development Bank and European Central Bank
in structural reform, institutional, and financial systems development in deeply
transformation system countries like Ukraine [1; 2; 3].

First and foremost, the attendant convergence from the perspective of the ECB
in non-member candidate states is yet to be done comprehensively, particularly
concerning normative alignment and institutional convergence with EU financial
legislation [4, p. 93]. Some scholars have attempted to look into the impacts of the
ECB’s monetary policy instrument on the Eurozone, but the impacts of its soft power
instruments on third countries like Ukraine is not fully understood [5; 6]. The
adaptation process of Euro Area guidelines by different economies is an unexplored

area that needs attention [7].
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Secondly, the role of the IDB as an alternative provider of ethical and interest-
free funding for infrastructure and developmental projects in non Islamic majority
countries is still insufficiently covered in scholarly literature [8; 9, p. 102]. While
Islamic finance is a field of increasing global concern, its direct application and
importance in parts of Eastern Europe, and specifically Ukraine, remains
understudied. There is attempt necessary to analyze how open or ready the legal
framework and the institutions in Ukraine are to the Islamic finance instruments at
use [10].

That constitutes a gap in research on the relative absence of the so-called
comparative institutional analysis — which refers to the study of the older and newer
institution and processes of their intersection, interdependence, competition, and
conflict within the context of banking financial reforms [11; 12]. There is no
systematic understanding of how the various modes of financial governance interact
with the legal regime, especially in economically sensitive and politically volatile
contexts [13, p. 118].

These often neglected areas are critical to the investigation of the processes of
financial change, transformation, and integration. Closing these gaps constitutes
both the conceptual and empirical contribution of the present research. This study
seeks to fill in the gaps by analyzing the effect of two institutional models, the ECB
and the IDB, on Ukraine’s financial system in order to contribute to the discussion
on the diversification of international cooperation approaches [14].

These open questions further assist the argument of the article by providing a
case of why we need to think critically about institutions in hybrid form. The
dissertation will focus on:

1. the application of soft law for regulatory promotion in Ukraine by the
ECB [4];

2. the existence of structural and legal barriers for the inflow of Islamic
finance from IDB [9];

3. the scope of operating with several institutional frameworks for legal as

well as financial resilience construction in post-communist countries [15].
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Formulation of the Purpose of the Article (Research Objectives). This
article strives to assess the impact of international banking institutions, specifically
European Central Bank (ECB) and the Islamic Development Bank (IDB), on the
financial and legal transformation of Ukraine post crisis and in the context of
European integration and globalization. The research is directed toward
understanding the impact of such institutions on regulatory harmonization and the
development of financial sector stability and development aid in transition
economies.\n\nThe specific goals of the study include:\n\n1. To analyze the
processes through which the ECB sponsors the approximation of Ukraine’s financial
regulation to the EU banking law policy using unilateral legal tools and so called
soft law. \n\n2. To investigate enabling potential of the IDB’s Islamic investment for
socially responsible ethical and infrastructure investment in Ukraine and examine
Ukraine’s legal and institutional capacity to support engagement with such models.
\n\n3. To analyze the strategic thinking of the ECB and the IDB in relation to the
Ukrainian economy in the context of their financial philosophies, institutional
mandates, and modes of participation in Ukraine.

To spot the overlaps and differences in the impacts of these organizations on
Ukraine's legal-institutional framework pertaining to banking. As such, the scope of
these goals considers both scholarly and policy spectra of audience. In seeking
answers to complex issues of regulatory convergence and non-conventional finance
in the transitional contexts, the legal scholarship on international financial
governance is advanced, and national policymakers, financial regulators, and their
international counterparts are provided with tools to practice.

This study, therefore, attempts to fill the gap between the existing conceptual
and empirical evidence on specialized international banking institutions and
Ukraine's international relations, being a scientifically informed and politically
salient contribution to the country's financial policy.

Presentation of the Main Research Material and Substantiation of the
Scientific Results. The essence of this research has been firmly focused on assessing

the impact of the European Central Bank (ECB) and the Islamic Development Bank
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(IDB) as specialized international financial institutions on the processes of
modernization of Ukraine’s banking industry and its globalization in the context of
the international economic system since the inception of these institutions. This
study incorporates the described methodology combined with the empirical policy
evaluation research and document analysis techniques to test the working
hypotheses put forward.

1. The Role of the ECB in Regulatory Alignment and Institutional
Modernization

The european central bank (ECB) has been instrumental in Ukraine’s
endeavor to harmonize its banking regulation with that of the European Union. Even
though Ukraine is outside the Eurozone, the country is part of several EU — Ukraine
financial dialogues which are facilitated by the ECB. The ECB assists Ukraine by
way of soft law, through issuing guidance and templates for regulations which
Ukraine uses as benchmarks in developing its financial legislation [1; 2]. These
include guidance of prudential supervision, capital adequacy, anti-money
laundering, and other risk-based supervision [3, p. 88].

The examination of the financial legislation of Ukraine for the past ten years
reveals a growing degree of approximation towards the EU acquis communautaire,
particularly concerning compliance with the Basel standards as well as the Capital
Requirements Directive (CRD 1V) [4]. The Ukrainian regulatory authorities, and
especially the National Bank of Ukraine (NBU), have adopted some practices of
institutionally stress testing, consolidated supervision, and resolution planning of the
ECB [5, p. 53]. These changes demonstrate the attempts of the government to
restructure domestic financial governance to ensure alignment with European
standards in anticipation of EU integration.

2. The Strategic Potential of Islamic Finance in Ukraine’s
Development Agenda

At the same time, Ukraine has been seeking to increase partnership with the
Islamic Development Bank as the institution that could provide ethical long-term

financing for infrastructure and sustainable developmental projects. The operations
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of the IDB are premised on the principles of Islamic finance, which include lending
on a non-interest basis (murabaha), sharing of profit and loss (mudaraba), and
financing through the issuance of bonds backed by assets (sukuk), which offer a
different approach compared to standard loan practices [6; 7].

Although Ukraine is not an official member of the Organization of Islamic
Cooperation, the country is already in the preliminary discussion stages with the IDB
to identify potential funding instruments that would meet Ukrainian legal standards.
[8]. Some obstacles seem to remain within the legal Sharia compliant restructuring
of financial mechanisms into Ukrainian civil and commercial law codes, but there is
considerable potential for pilot infrastructure development projects and in green
finance. [9, p.41]. Such diversification could prove beneficial to Ukraine’s access to
international capital markets and conventional debt funding.

3. Institutional Impact together with Strategic Complementarity

The impact of the combined activities of the European Central Bank and
Islamic Development Bank creates a remarkable chance for Ukraine to form a
composite system of international economic cooperation. On the one hand, the
ethnic financial institution has contributed to legal and supervisory homogenization,
while on the other, the international bank has provided long-term ethical investment
instruments. [10; 11]. These institutions do not compete but rather complement one
another in terms of mandate, scope, and influence.

The analytical comparison shows that the ECB focuses on rules and
institutional compatibility while DB assistance pays attention to equity,
transparency, and social impact So, both provide Ukraine with opportunities for
financial sector reforms and resilience. This approach can be adopted by other
nations trying to change because of geopolitical conflicts and unstable global
economies.

Conclusion. This paper researched selected international banking
organizations’ roles with defined scopes of actions like the Ukrainian European
Central Bank (ECB) and Islamic Development Bank (ID) in Ukraine’s

financesquencing, legal, and global governance integration. The research results
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show that these institutions, despite having distinct strategic priorities and different
means of action, have a dyadic effect on the development of Ukraine’s banking and
financial system.

The expected outcomes of the study were attained in the explanation of some
practices of regulatory convergence by the ECB as well as the application of Islamic
financial instruments by the IDB. It was revealed that Ukraine has initiatives with
both international organizations to broaden their financial relations, strengthen
regulation, and improve foreign direct investment in accordance with the global and
ethical standards.

The hybrid method of the research focus allows for the emphasis on the value
of institutional collaboration. The IDB creates new opportunities for development
finance that is inclusively and sustainably oriented, while the ECB takes steps
towards approximating Ukraine to European banking norms. Collectively, these
forms of engagement offer a strategic model for financial recovery and resilience
after a crisis.

There still exists a host of problems that are not sufficiently analyzed that need
attention. These are the sociological and institutional obstacles to the holistic
adoption of Islamic finance in non Muslim countries, the effects of the regulatory
convergence under the supervision of the ECB on one’s willingness to exercise
sovereignty over the financial policies of astate, and the international relations
science that motivates the aid Ukraine gets from international finances.

Research could be enriched by introducing methods of legal comparative
analysis, case study approaches, and checking the quantitatively assessable
indicators of financial performance. The thorough analysis of specific legal changes
or pilot financing projects involving the IDB and ECB would contribute with the

discussion on the international institutional influence on transition countries.
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