© 2015
Orlov O. V.,  graduate student
(scientific adviser – Doctor of Economic Sciences, Professor Kh. Z. Makhmudov)
Poltava State Agrarian Academy
MINIMIZATION OF CREDIT RISKS IN THE RURAL CREDIT UNION WITH THE USE OF SKORING SYSTEMS  
Reviewer – Doctor of Economic Sciences, Professor A. O. Panteleymonenko
The article deals with the problem of credit risk in the rural credit unions and we offer an effective system of risk assessment using the scoring system. Theoretical sources of scoring as the scientific method are adduced. Specific offers for the development and application of scoring in the rural credit unions are given. We emphasize the importance and the need to use this method in practical activities of these organizations, the feasibility of developing of a single model of an automated credit scoring system in order to minimization of credit risk in the rural credit unions.
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Statement of the problem. Reformation of agrarian industry has a large value  in the conditions of search of ways of getting up of Ukraine economy, realization of the programs of the socially and economic transformations, structural changes of national economy. 
Credit unions are  such economic phenomenon which tested practice. Rural credit unions are the special form. Their role in the period of crisis of financially bank institutes is actual  for providing financial resources [3].
Therefore the study of world experience of development of credit unions, its introduction in practice of agricultural enterprises and commodity producers acquires ponderable pertaining value for national economy and causes the necessity of more deep theoretical researches, development scientifically  suggestions and recommendations.
Analysis of the last researches and publications about this problem. This problem was investigated by such scientists: O. M. Anitseferov, M. S. Boykov,  M. P. Ballin, O. V. Merkulov, M. I. Tugan-Baranovskiy, O. V. Chayanov, M. L. Kheysina.


Considerable scientific payment in research of these problems, forming of theoretical and methodical suggestions was done by such modern scientists as M. V. Aliman, S. G. Babenko, S. D. Geley, V. V. Goncharenko, A. O. Panteleymonenko, P. T. Sabluk, I. A. Fareniy and others. However row of tasks of theoretical and methodological evaluation  of credit risks in work of agricultural credit unions at modern terms need subsequent development, development scientifically suggestions and recommendations.
A research purpose is a study of essence and minimizations of credit risks with the use of the scoring system in work of rural credit unions.

Objectives of the study: to find out essence of estimation of credit risks in activity of agricultural credit unions. On this basis to offer minimization of credit risks with the use of the scoring system.
Materials and methods of researches. Methodological basis of work was fundamental scientific labours of foreign and domestic scientists concerning scoring and newest theoretical and methodological developments. For the decision of the put tasks the followings methods of scientific research are utillized: approach of the systems was used  for determination of object and article of research; methods of logic analysis; statistical and comparative methods of estimation, multidimensional factor analysis.
Results of researches. Credit risks are the problem of all without an exception financial institutions, including rural  credit unions (RCU) related to the failure to return of financial means. Deficit of necessary knowledge and proper professional preparation of personnel of RCU, absence of deep analysis of financial and economic activity of borrower, objective estimation of mortgage by the employees of credit unions, absence of knowledge of specific of work of agrarian enterprises are negatively influence.
Danger of non-fulfillment (improper or incomplete) by the borrower of the credit obligations is a credit risk. In same queue, a credit risk depends both on external and from internal factors, that allows to select two varieties of credit risk: portfolio and operation.
To define ways of decision of problem it is necessary to describe the process of crediting which  is standard for all financially and credit institutes and consists of a few stages:
1. Presentation of statement on a credit, study (credit analysis) of financially economic activity, delivery of credit to the borrower.
2. Credit monitoring (control of the financial state, control of presence and proper state of mortgage of borrower).
3.   Process of  complete  debt  liquidation.
The effective system of estimation of risks is needed for successful work at the market of financial services, safe and brought a profit its participants. Creation and introduction of such system of risks estimation must become basis in work of any credit cooperative store. Foreign experience testifies that such effective system of estimation of credit risks is credit scoring.
Skoring is the scientific method of classification which was developed in 30th of ХХ. For the first time scoring as a scientific term was offered in 1936 by German biochemist, Doctor of medicine and Nobel laureate (1930) Hans Fisher with reference to classification on groups for example of plants («harmful» and «useful») [4]. 
But already in January 1941 other scientist Devid Dyuran published research «Risk Elements in of Consumer Installment Financing» in the National bureau of economic researches of the USA. An author adapted Hans Fisher method for classification of credits on «bad» and «good». This research author  conducted in 1937  in the period of Large depression in the USA.  

The author has developed the efficiency index for demonstration of effective description for differentiation of risk (good/bad) degree among declarants on credits. In other words he selected from usually present in the bank data about a borrower factors which allow to estimate the degree of credit risk, and also offered the method of estimation which is folded in the appropriation of marks for the defined values of these factors, adding up of marks and comparison of the got sum with a threshold value. 
Devid Dyuran applied this method to classification of credit operations and to drafting on this basis of rules vault for financial workers which it was necessary to use at a decision-making about a grant a credit. The method of D. Dyuran consisted in such: he selected the factors groups and their ponderability that allow to define the degree of credit risk, and set the limit of delivery of loan as 1,25 and more. Marks which are appropriated for borrowers depending on the concrete values of these factors (age, gender, term of habitation in region, profession, work, financial indexes) [5].      
The personal touch of this collection of rules, prototype of modern scoring («scoring card») consists in  credit analysis conducted not necessarily a highly skilled specialist but high-quality and in the earliest possible date. After analysing and summaring the proper indexes made a decision about delivery  or non-delivery  of a credit.
Modern credit scoring is the system of estimation of borrower by a creditor and use in different financial institutions. The main task of such estimation is preparation of decision about a credit. A future borrower is estimated by a model – original test which determines necessary for a creditor descriptions of borrower which specify on his solvency possibilities to execute his credit obligations in the future.
Unfortunately, today in work of rural credit unions the credit scoring is underutilized. Afterwards its has results in complications in  returning of debt work that can result in bankruptcy of RCU. Reasons of this problem can be different but the basic from them is absence of necessary methodological base and proper qualification, system of studies and preparation of personnel. For the decision of this task it is necessary to enter in practice obligatory scoring of borrowers by drafting of scoring cards, special questionnaires, automated systems of analysis.
A process of collection of necessary information about a borrower must be in «cipher» in the specially prepared questions of questionnaire («questionnaires of borrower») which gets for borrower for bringing of information about the registration and  financial activities. 

Such scoring questionnaires must have a questions that make it is possible to divide into such groups:
1. Condition of crediting (purpose, sum, kind and credit terms, order of credit redemption, mortgage).
2. Registration information or short information about borrower (name, code in the unique register of legal entities, registration data, organ of registration, information about legal and physical address).
3. Economic-financial activity of borrower.
In dependence on the necessity it is possible to complement a scoring cards by questions for more detailed analysis. Many foreign financial and credit institutes has its own scoring-system for analysis of borrowers [1]. 
In competitive activity for a «client», for a «rapid money» (crediting of physical persons is highly profitable) basic tasks is speed and decision-making quality. After scoring a member of RCU gets an «gravimetric» coefficient, on the basis of what he included to group of the large or small risk. After that made a decision in relation to crediting. The method of scoring in RCU must work so: statement about the receipt of credit together with filled a borrower acts a scoring questionnaire an accountable for credit work specialist, which conducts previous conversation with a borrower and begins on the basis of scoring and documents to make  a scoring card.
	An approximate standard of scoring card  for the estimation of the financial state 
of borrower of legal entity
№
	Criteria of estimation
	Quality description
	The total number 
of marks

	1.
	Coefficient of balance quality (for businessmen)
	good
	satisfactory
	weak
	

	
	Amount of marks
	60
	40
	20
	

	2.
	Term of activity
(for businessmen)
	more than 
3 years
	1–3 years
	less than 
1 year
	

	
	Amount of marks
	20
	10
	5
	

	3.
	Credit history
	Credits returned in good time
	Cases of expiration of credit on a term not more than 
90 days
	Cases of expiration of credit on a term more than 90 days
	

	
	Amount of marks
	15
	5
	0
	

	4.
	Membership  in RCU
	more than 
3 years
	1–3 years
	less than 
1 year
	

	
	Amount of marks
	15
	5
	0
	

	5.
	Providing (property of businessman)
	Sum more than sum of credit in 
2 times
	Sum more than sum of credit in 
1,5 times
	Equals to the credit sum
	

	
	Amount of marks
	15
	10
	0
	

	6.
	Solvency of guarantors
	Sum more than sum of credit in 
2 times
	Sum more than sum of credit in 
1,5 times
	Equals to the credit sum
	

	
	Amount of marks
	15
	10
	0
	

	
	
	
	
	
	

	All
	140
	80
	25
	

	Result of estimation of the financial state of borrower
	


After that  the computer program or worker summarizes the amount of the collected marks operating in obedience to the standards of scoring-card and analysis of main economic indicators. It should be noted that acquisition of foreign scoring-programs and systems for RCU can don’t give the desired result, taking into account that majority from them created for the estimation of physical persons or does not take into account the local specific of work of farmers.
These reasons are connected to different level of economy development, instability of financial institutes work, currency and export risks, different approach for the estimation of analysis of financially economic activity, differences of agriculture in different  regions, specific of agrarian business (seasonality of production, dependence on weather terms and others like that). Therefore, impossible blindly to carry this model from one country in other. On our persuasion, every model of scoring-analysis needs to match  the features of each  country, industry of economy, level of economic development, terms and possibilities of business conduct, to take into account the features of legislative base of each  country.
Conclusion. Wide introduction of credit scoring in RCU for the analysis of farmers activity will enable in the earliest possible date and enough high-quality to define and estimate solvency of future borrower, his financial being, management level, particle in a market, prospects of  business development, to build the prognosis of possibilities of implementation of the financial and credit obligations.
The question of scoring system in Ukraine must be in the spotlight of credit unions associations. We have to develop the unique model of the automated system of credit scoring for work of RCU, by which we can decide one of basic tasks their activity-diminishing of credit risks, providing of stable work of organizations in interests of its participants and development of agricultural industrial complex of the country.
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