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The research examines the requirements for primary financial monitoring entities to conduct activities based on
a risk-oriented approach, the process of using the Delphi collective expert research method, and the possibilities of
applying the Delphi method in the activities of primary financial monitoring entities. The study identifies the possibility
of using the Delphi method both to determine the most critical risk criteria from an initial set of primary criteria
and to assign specific weights to these risk criteria. It establishes the number of experts in a homogeneous group
required for effective risk identification and assessment. Furthermore, the study highlights elements of the risk-
oriented approach where independent expert evaluations are advisable, as well as elements where employees of
the primary financial monitoring entity can serve as experts.
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Y cTarTi JoCAimKEHO BUMOrM A0 Cy6'eKTIB NEPBUHHOIO (DiHAHCOBOrO MOHITOPUHIY LWOAO 3AINCHEHHS AisifIbHOCTI
Ha OCHOBI PU3MK-OPIEHTOBAHOIO MiAX04y, NPOLLEC BUKOPUCTaHHSA METOLY KOJTEKTUBHOIO eKCNePTHOro AOCNiAKEHHS
Jenbhi Ta MOX/IMBOCTI 3acTOCyBaHHA MeTofy [enbmi y AisNbHOCTI Cy6’eKTIB NEPBUHHOIO (PIHAHCOBOIO MOHITO-
puHry. [JaHnii npeaMeT [ocnigpKeHHs 6yn10 06paHo y 3B'A3KYy 3 TPyAHOLLaMK KOMMaHili 6e3 HayKoBOro MigrpyHTs
BM3HAYaTV Ta OLHIOBATN PU3KKW Y cdpepi NPOTUAIT BiAMMBAHHIO KOLWWTIB Ta (hiHAHCYBaHHIO Tepopu3my. BukopucraH-
Ha MmeToay [enbdi A03BONTL KOMMNAHISM JOBECTW AepPXaBHUM perynstopam (dakT BCTAHOB/IEHHS PU3MK-MPOQINto
KNIEHTIB Ta pU3MK-Npodisito KOMMaHii Ha OCHOBI pe3ynbTaTiB KOMMIEKCHOTO Ta Ha/IeXXHOro aHanisy. AKTyaslbHICTb
[OCNiMKEHHA 3yMOB/IeHa HEOOXIAHICTIO IMNIeMeHTaLi Ta 3aCTOCYBaHHA 3aKOHOAABYO BCTAHOB/IEHWUX BUMOT LWOA0
MPOTUAIT BiAMMWBAHHIO KOLUTIB Ta (DiHAHCYBaHHIO TepopusMy A58 eDeKTUBHOIO PO3BUTKY HaLiOHasTIbHOI EKOHOMIKM
Ta MOX/IMBOCTI Ti iHTerpauii 4o €sponeiicbkoro Cot3y. [519 BUBYEHHS BUMOT 3aCTOCYBaHHS PU3UK-OPIEHTOBAHOIO
niaxofy B cdpepi (hiHaHCOBOrO MOHITOPMHIY 3aCTOCOBAHO METOZ aHanidy gaHux. Ans uinei cuctemarmsali i kna-
cucpikauii mxepen iHopMalLii 3acTOCOBaHO K1acTepHWin aHanis. [ po3pobku pekomeHaauili CTOCOBHO BMKOPWC-
TaHHA mMeTody [lenbi cy6’ekTamy NepBUHHOIO (hiHAHCOBOTO MOHITOPUHIY 3aCTOCOBAHO HayKOBWIA METOZ, CUHTE3Y
Ta y3arasibHeHHs. [paKkTUYHMM 3HAUYEHHAM CTaTTi € pO3p0obKa pekoMeHAaLii WoAo 3acTOCyBaHHSA KOMNaHIaMK Me-
Toay Oenbohi AN BUSABMEHHA Ta OLIHIOBAHHSA PU3MKIB y cdepi (DiHaHCOBOrO MOHITOPUHTY. BUSIBNEHO MOXNMBICTb
BUKOPUCTaHHA MeTody [Jenbdi Sk Ana Linein BUOKPEMIEHHA HaibinbLll BaXKIMBUX KPUTEPIIB PU3KKY 3 MOYATKOBO-
ro nepeniky NepBUMHHUX KPUTEPIiB, Tak i ANS Liieli BCTAHOB/IEHHA KPUTEPISM pu3nKy NMTOMOI Baru. BctaHosne-
HO KifIbKiICTb OAHOPIAHOI rPyny eKcrnepTiB, sika € A0CTaTHbOKW AN1s e(PEKTUBHOIO BU3HAYEHHS Ta OLHKNA PU3UKIB.
BuoKpeM/ieHO enemMeHT! pU3KK-OPIEHTOBAHOIO MiAX0AY, B AKMX AOLiNIbHO BUKOPUCTOBYBATY OLIHKN HE3au1eXHUX
eKCrepTiB, Ta e/IEMEHTH, LLOA0 AKUX eKcriepTamy MOXYTb BUCTYNATH CMiBPOBITHUKM Cy6'eKTa NEPBUHHOTO (hiHAHCO-
BOrO MOHITOPUHTY.

KntouoBi cnoBa: (hiHaHCOBUI A MOHITOPWHT, MeToA [enbai, pU3nk-opieHTOBaHUIA NiAXiA, KpUTEPIi pU3KKy, Hawio-
HasbHi Cy6'eKTY rocrnofaproBaHHs.
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Formulation of the problem. National
economic entities of Ukraine that perform the
functions of primary financial monitoring entities
(as defined by Ukrainian legislation) or reporting
entities (according to international definitions) are
required to conduct their activities using a risk-
based approach. Legislation explicitly mandates
that primary financial monitoring entities apply a
risk-based approach and consider risk criteria.
The determination of risk criteria to be used by a
reporting entity is based on the institution’s own
decision while taking into account the risk criteria
developed by market regulators. Moreover,
reporting entities must not only define a list of
risk criteria but also assess their significance,
considering the potential consequences of
risk realization, and assign specific weights to
selected criteria for use in further client risk level
assessments. Fulfilling this requirement presents
significant challenges, as most companies lack
sufficient information and resources to process
it effectively. To overcome this issue, collective
expert research methods can be used. One
of the most widely applied among them is the
Delphi method.

Analysis of recent research and
publications. The methodology of the risk-
based approach at the stage of primary
financial monitoring, international practices of
its implementation, the classification of risks
resulting from financial transactions, and the
impact of such risks on business efficiency were
studied by Levytska S. and Osadcha O. [1].
Utkina M., in her work, emphasized the ability
of the risk-based approach to focus on the most
vulnerable areas and clients [2]. Zakharova N.
justified the importance of an enterprise forming
a risk register, a risk map, and management
measures that should genuinely, rather than
nominally, improve the quality of management
[3]. Perepelytsia M. explored the issue of
defining clear and standardized risk criteria and
indicators of suspicious activity, which would
enhance the effectiveness of financial monitoring
and contribute to better understanding between
regulators and reporting institutions [4].
Andriichenko Zh. and Litvinova S. statistically
substantiated the necessity of implementing a
risk-based approach, relying on the number of
reports submittedtothe State Financial Monitoring
Service of Ukraine by reporting institutions [5].
However, the application of collective expert
evaluation methods in the implementation of
the risk-based approach remains underexplored
and requires further research.

Formulation of research goals. The aim of
the article is to explore the possibility of applying
the Delphi method by primary financial monitoring
entities to fulfill their requirements for conducting
activities based on a risk-based approach.

Outline of the main research material. The
main objectives of the risk-based approach,
according to the Regulation on Financial
Monitoring by Banks and the Regulation on
Financial Monitoring by Institutions, approved
by the National Bank of Ukraine, are to identify
existing and potential risks of money laundering
and terrorist financing, assess identified risks,
and develop measures to mitigate them.
To achieve these objectives, reporting institutions
must assess two key elements: the risk profile of
the reporting institution itself and the risk profile
of its clients [6; 7]. A client's risk profile must be
assessed by the company before establishing
business relationships. Its value may be revised
if the primary financial monitoring entity receives
updated client information that significantly
affects the risk level. The risk profile of the
reporting institution must be reviewed at least
once a year and approved by its management.

When determining the risk profile of a
reporting institution, the company’'s risk
appetite in the field of anti-money laundering
and counter-terrorist financing (AML/CFT)
must be assessed and documented in internal
regulations. The determination of an institution’s
risk appetite should include: risks the entity is
willing to accept; risks the entity may accept, but
only after implementing appropriate measures;
risks the entity cannot accept. For effective risk
management, including in the AML/CFT sphere,
it is crucial to clearly distinguish the following
concepts: risk capacity, risk appetite, and risk
tolerance.

Risk capacity is the maximum level of risk an
entity can accept to achieve its market objectives,
considering the level of all its resources. In the
literature, risk capacity is often defined as the
amount of the institution’s capital that can be
exposed to risk. Risk appetite, in turn, refers
to the limit within which an entity is willing to
operate without facing bankruptcy. This limit
is set within the institution’s risk capacity. Risk
tolerance is applied to assess specific types of
risks. Accordingly, an institution’s risk appetite
consists of various types of risk, each with its
own level of risk tolerance [8, p. 141-142].

When developing their risk profile, reporting
entities face the challenge of selecting methods
to determine risk appetite in the AML/CFT
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sphere. Commonly known methods for defining
risk appetite include: expert method, cost of risk
management measures, method based on the
institution’s current risk level, method based on
the institution’s historical experience, analogue
method. Since each of these methods has both
strengths and weaknesses, reporting entities
often use a combination of them in practice when
determining their risk appetite.

One of the key challenges for reporting
entities is determining the specific weight of each
risk criterion in the AML/CFT sphere. This issue
cannot be resolved using information from the
State Financial Monitoring Service, as reports
on suspicious activities or suspicious financial
transactions, which contain risk criteria, include
restricted-access information. Therefore, an
alternative approach is to generalize anonymized
data through the use of expert assessment
methods.

Additionally, legislation requires reporting
entities to consider not only the risk criteria
established by state financial monitoring entities
but also the information contained in typological
studies in the AML/CFT field. This information is
prepared and published by the State Financial
Monitoring Service. Another source of such
information is the results of the National Risk
Assessment.

Furthermore, reporting entities must analyze
their products and services for potential risks
related to their use for money laundering or
terrorist financing purposes.

If reporting entities fail to comply with the
requirements for applying a risk-based approach
in their operations, they may be subject to severe
enforcement measures. A reporting entity must
have an adequate risk management system,
the characteristics of which are specified in
regulatory legal acts. If at least one characteristic
of the system is deemed inadequate by the
regulator, the entire risk management system
of the reporting entity is considered non-
compliant. This may result in a sanction in the
form of a fine, which can amount to up to 10%
of the institution’s total annual turnover but not
exceeding 7,950,000 non-taxable minimum
incomes of citizens. As of now, the fine can
reach up to 135,150,000 UAH. Indicators of an
inadequate risk management system include,
among other things, improper risk assessment
and reassessment [6; 7].

The Delphi method was developed by
specialists from the American corporation
Rand as part of a military project funded by the
US government. A detailed description of the

method was presented to the general public
in Norman Dalkey's work "The Delphi Method:
An Experimental Study of Group Opinion" in
1969 [9]. According to this work, the method
is an iterative process based on the collection
and generalization of expert opinions through
a series of questionnaires with feedback.
The purpose of developing the questionnaires
is to identify problems, opportunities, solutions,
or forecasts. The formation of each subsequent
guestionnaire is based on the results of the
previous questionnaire. The survey process
is completed when consensus is reached.
The Delphi method is characterized by the
following features: anonymity, controlled
feedback, statistical group response. Anonymity
isachievedthrough questionnaires or otherformal
communication channels and serves as a way to
reduce the influence of dominant participants on
other experts. Members of the expert group are
unknown to each other and communicate only
with the survey organizer. Each participant in
the process of conducting successive rounds of
the survey has the opportunity to change their
point of view without publicly announcing such

a change.
Controlled feedback involves conducting
several rounds of surveys, between which

experts are informed about the final results of
the previous round. Statistical indicators of the
group response allow each expert to familiarize
themselves with the opinions of other survey
participants and compare their answers with the
generalized responses of the group.

The use of statistical determination of the
group response allows calculating indicators
of group agreement and consensus on each
guestion in the questionnaire. After each stage
of the study, the median and quartiles are
calculated. To increase objectivity, expert self-
assessment can be used.

The median provides information about the
central tendency of the obtained responses,
indicating where most points fall on the
"disagreement-agreement" scale. Itis a measure
that divides the distribution into two equal
parts if the distribution is a normal bell-shaped
curve. Another explanation of the median is the
point below which 50% of cases lie. However,
if the distribution of responses is shifted towards
the upper or lower ends of the scale, the median
will often be close to the highest or lowest
possible value.

The degree to which study participants
reach consensus on a particular response
is determined by the "interquartile range."

EKOHOMIKA
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This range provides information about data
variability without affecting extreme scores. The
interquartile range is calculated by taking half
the difference between the "upper quartile," or
the point in the distribution below which 75% of
cases lie, and the "lower quartile," the point below
which 25% of cases lie. Accordingly, the range
of responses that fall within the middle 50% of
cases is calculated. This provides information
about the consensus of response to a particular
questionnaire item [10, p. 244—-248].

In the statistical processing of the obtained
results, the average level of group self-
assessment of experts is initially calculated

USillg fOfIIIUla (1)
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where s, — the average level of group self-
assessment;

x; — expert self-assessment coefficient;

n — number of experts.

At the next stage, the average value of the
obtained responses is calculated by dividing the
sum of expert assessments by the number of
experts using formula (2):
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where s, average level of expert
assessments;

y; — expert assessment;

n — number of experts.

Next, the weighted average score is
determined, using formula (3), which is calculated
as the ratio of the sum of the products of expert
self-assessment coefficients and the level of
expert assessments to the sum of expert self-

assessment coefficients:
n
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At the next step, the median and quartiles
are calculated. The median value is the
arithmetic mean between the middle scores,
ordered in ascending or descending order. And
the quartile is defined through the following
formula (4):
max(y,)-min(y;)

4)
4

After determining the quartile, it becomes
possible to calculate the lower and upper
bounds of the confidence region, between
which the actual confidence interval will be

Quartile =

located. The length of the actually obtained
confidence interval is compared with the value
that was planned before the study. If the actual
confidence interval meets the set criterion, no
new stages of the study are carried out, since it
is considered that consensus has been reached.
If the actual confidence interval goes beyond the
set criterion, a new round takes place, in which
the questionnaires are resent to experts for
further evaluation.

In the scientific works of some researchers,
the "fuzzy Delphi method," first proposed by Akiro
Ishikawa, which uses the estimation of forecast
values based on which triangular membership
functions are created [11], was used to select the
most important indicators from a list of possible
ones. At the same time, in studies by teams of
scientists led by Muataz Hazza Al Hazza [12]
and Yung-Fu Wang [13], the standard Delphi
technique was used to select the main criteria.
The above allows us to conclude that there is no
"typical Delphi method," since this method can be
easily modified depending on the circumstances
and nature of the research.

An important practical issue is determining
the necessary number of experts for research
on the risks of money laundering and terrorist
financing using the Delphi method. There are
no strict rules regarding this number. According
to generally accepted notions, as the number of
experts increases, the group error decreases,
and the quality of the decision, accordingly,
increases. However, firstly, there is a limit in
this process, after which the studies become
too cumbersome with minimal benefits in the
accuracy of estimates. Secondly, much depends
on the qualitative characteristics of the sample:
a homogeneous sample will require significantly
fewer experts than a heterogeneous one.
According to Andre Delbeq, in the case of a
homogeneous group, a sample size of ten to
fifteen participants allowed obtaining results of
sufficient quality [14]. A group of scientists led by
Kari K. Lilja concluded that the average number
of experts in Delphi method research is most
often set within the range of 15 to 30 participants
[15]. Conclusions based on a smaller number of
experts can be confirmed by verification through
further research in the form of interviews or
surveys.

Given the specifics of applying the Delphi
method, Table 1 proposes the following division
of elements of the risk-based approach, in
which it is advisable to use assessments from
either independent experts or employees of the
reporting entity.
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Table 1

Use of the Delphi method for various elements of the risk-based approach
in the AMLI/CFT sphere

Aspects of a risk-based approach
where the involvement of national
experts is beneficial

Aspects of a risk-based approach
where the involvement of experts
from the reporting entity is beneficial

Identification of risk criteria related to clients
and their financial operations, derived from
typological research and the National Risk
Assessment. Assignment of weightings to
these risk criteria

Identifying new risks in the AML/CFT sphere that
may arise in connection with the development of
new products, the use of new technologies

and establishing weighting coefficients for these

new risks

Establishing weighting coefficients for risk
criteria in the AML/CFT sphere, as approved

Defining a list of AML/CFT risks that will be used by
the reporting entity when calculating its risk profile,
and establishing weighting coefficients for them

Determining risk capacity and risk tolerance

by regulatory legal acts of state financial

in the context of AML/CFT

monitoring entities

Identifying the most effective methods
or combinations thereof for a reporting entity
to establish its AML/CFT risk appetite

Source: Created from [6; 7; 10]

Conclusions. Analyzing the possibilities of
using the Delphi method by reporting entities in
the AML/CFT sphere to fulfill the requirements
of the risk-based approach, the following
conclusions can be drawn:

1) it is advisable for national economic
entities of Ukraine, which perform the functions
of primary financial monitoring subjects, to
primarily use the Delphi method to meet
the requirements of applying a risk-based
approach;

2) the Delphi method can be applied both
to identify the most important risk criteria in the
AML/CFT field from the initial list of all primary
risk criteria and to assign a specific weight to the
risk criteria;

3) when identifying and assessing risks in
the AML/CFT field, a homogeneous group of

experts ranging from ten to thirty individuals is
sufficient;

4) toidentifyriskcriteriainthe AML/CFT field,
which are determined after analyzing typological
studies conducted by the financial intelligence
unit and the National Risk Assessment, and to
subsequently assign them specific weights, it is
advisable to use assessments from independent
experts. The same applies to assigning weights to
risk criteria that are mandated for use by national
regulators. For the purposes of identifying risks
related to the own products and technologies
of reporting entity; creating a list of risks to be
used in the institution’s risk profile; determining
risk capacity and risk tolerance; and defining
optimal methods for establishing risk appetite
in the AML/CFT field, employees of the primary
financial monitoring entity may act as experts.
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