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Formation of Conceptual Bases for State
Financial Security Supply: Strategic and Tactical Actions

Abstract. Introduction. The mechanism for ensuring financial security is an important component of managing the long-
term development of the national economy. With a low level of financial security it is impossible to maintain a state of financial
independence, economic stability and sustainable economic development on a national scale. In the beginning of 2019, the state of
Ukraine's national security is characterized by the destructive effect of a number of financial threats to the economic system,
among which particularly vulnerable in financial aspect are: the debt dependence on donor states, the corruption of the financial
system management mechanism, the growth of the shadow economy, the recession of the banking sector systems, etc. In view of
this, scientific research aimed at improving the methodological support for monitoring the financial condition of the national
economy is relevant.

Purpose. The purpose of the study is to provide scientific substantiation of the essence of financial security of Ukraine, to
make an analysis of the impact of internal and external threats on its level as of the beginning of 2019.

Results. The article analyzes the essence of the financial security of the country and proposes a list of its components.
This vision of the essence of financial security of the state is substantiated. The external and internal threats to the financial security
of the state as of the beginning of 2019 are identified. The main elements of the provision of financial security of the state are
specified. Priority measures for strengthening the state of financial security of Ukraine in the strategic perspective are noted.

Conclusions. The analysis of the problematic aspects of providing financial security in Ukraine shows that in today's
economic conditions, the domestic authorities need to critically re-evaluate the government's actions in managing the financial
system and implement a series of reforms in the debt, budget, foreign exchange, foreign economic and monetary spheres. The
Ukrainian government should stop the mass exodus of capital, reduce and prevent the development of the shadow financial sector,
and also eliminate the excessive external debt and the deficit in the state budget. Implementation of the proposed measures in the
form of the Strategy for ensuring financial security of the state will strengthen the Ukrainian economy.

Keywords: security, national security; financial security; financial security criteria; threats; level of financial security.
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IlleBuenko €.I'., wmarictpaHT Kadegpu MeHeKMEHTy Ta €KOHOMiuHOi 6e3neku, YepkacbKui
HallioHaJIbHUU yHiBepcuTeT iMeHi borgana XmMenbHuULbKOrO, M. Yepkacu, Ykpaina

Hocaub H.C., kaHAMAAT ICTOPUYHMX HAyK, [JOLEHT, [JOLEeHT KadeApu eKOHOMIKM Ta
niAnpueMHUITBA, YepKacbKUH Aep>KaBHUM TeXHOJIOTIYHUHN yHiBepcuTeT, M. YepKkacH, YkpaiHa

3a4yocoBa H. B., 1okTOp eKOHOMIYHUX HayK, mpodecop, mpodecop kadeaApHr MEHEHKMEHTY Ta EKOHOMI4HOT
6e3neky, YepkacbKui HallioHAJIbHUHN YHiBepcuTeT iMeHi borgana XmenbHunbkoro, M. Yepkacy, YkpaiHa

dopmMyBaHHS KOHLLENTYa/IbHUX OCHOB 3a6e3ne4yeHHs
diHaHCOBOI Ge3neKHU AeprKaBy: CTpaTeriyHi Ta TakTU4HI Aii

Anomayia. Y po6omi npoaHaaizoeaHo cymHicme iHaHcogoi 6e3neku KpaiHu, 3anponoHo8aHo nepeik ii ckaadosux,
makux sik 6rodxicemua 6esneka, iHgpopmayiiiHa 6e3neka, 6opzosa 6e3neka, oHdosa 6esneka, be3neka 6izHec ceKmopy, 8a1H0MHA
be3neka, 6aHKigcbka 6e3neka, iHeecmuyiliHa 6e3neka, 6e3neka 2pou08020 pUHKY, nodamkoga 6e3neka. BusHa1eHo 0CHOBHI ymMo8u
3a6e3neveHHs piHaHcosoi 6e3neku, maki sK: epekmusHicmb piHaHco80I cucmemu, He3zasexcHicms ¢piHaHcosoi cucmemu,
KOHKYpeHmocnpoMoxcHicme @inaHcosoi cucmemu. CmpykmyposaHo HanpaMmu disnabHocmi wodo 3ab6esnedeHHs (piHaHcosoi
6e3neku KpaiHu Ha pi3HUX pi@HSIX ynpasaiHcbko2o MexaHizmy. O6rpyHmoeaHo 6ayeHHs cymHocmi gpiHaHcosoi 6e3neku depcasu
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sIK cmaHy eKOHOMIKU, 04151 3a6e3ne4eHHs1 sIK020 CMEOPIIMbCsl CMmillki ma Haykoeo o6rpyHmosaHi memodu Helimpanizayii
HezamueHo20 8NnU8y 8HymMpIiwHIX i 308HIWHIX 3a2po3. BusieseHo 306HIWHI ma eHympiwHi 3a2po3u pigHio ¢piHaHcosoi 6eaneku
depacasu cmaHom Ha noyamok 2019 poky, do nepesaiky sikux gidHeceHO: HEOOCKOHA/Y cmpyKmypy (piHaHC080-6100xcemHoi
cucmemu, HeeheKMUBHICMb cucmeMu KOHMpOK 3d sumpamamu 6100xcemHuUx kouwmis, HeguacHe npuiiHamms /JlepicagHozo
6r00xcemy; HenpoOdyMaHy 2poulogo-kpedumHuy noaimuky depicasu; HeedpekmusHicms YyHKYIOHy8aHHs nodamkosoi cucmemu,
macose yxusneHHs 8id0 cnaamu nodamkie; HadmipHull dedpiyum [JlepicasHozo 6lodxcemy ma nepesaxicHo emiciiiHe tio2o
nokpummsi; 3poCmaHHs 06cs2i8 «miHb0BoI» eKOHOMIiKU, nideuujeHHs1 pieHsa ii Kpuminaaizayii, Hepo3euHeHicmb cy4acHoi
dinaHcosoi iHppacmpykmypu; 3pocmaHHs1 308HIWHbBOI 3a60p208aHocmi; HepayioHaIbHe BUKOPUCMAHHS IHO3eMHUX Kpedumis;
HepezyabogaHull npunaus 8 YkpaiHy iHozemHoz2o kanimasay. KoHkpemu308aHo OCHOBHI esemeHmu 3abe3nevyeHHs PiHaHcosol
6e3neku depscasu ma 3anponoHo8aHo do ix ckaady eKkaryamu miabku mi cmpykmypHi 640ku, kI Xxapakmepusyroms @piHaHcosi
npoyecu ma cyMixcHi 3 HUMU sieuuja. BusHayeHo ocHOBHI npobaemu 3a6e3neveHHs PiHaHcosoi 6e3neku YkpaiHu cmaHom Ha
nouamok 2019 poky, siki nompe6ylomb nepuio4epz08020 GUPIWEHHS Yy Mexcax 6e3neko O0pieEHMoB8aH020 ynpaesiHHs
HAYIOHA/NbHOI eKOHOMIKOW. 3asHaueHo npiopumemHi 3axodu 045 3MiYyHeHHA cmaHy PiHaHcogoi 6e3nexku YkpaiHu y

cmpameziuHiill nepcnekmusi.

Kamwwuosi cnosa: 6esneka; HayioHabHa 6e3neka; piHaHcoea b6e3neka; Kpumepii piHaHcosoi 6e3neKu; 3a2po3u; piseHb

¢inaHcosoi 6e3neku.

Problem statement. The mechanism for ensuring
financial security is an important component of managing
the long-term development of the national economy.
With a low level of financial security it is impossible to
maintain a state of financial independence, economic
stability and sustainable economic development of the
state as a whole. In the beginning of 2019, the state of
Ukraine's national security is characterized by a
destructive effect of a number of financial threats to the
economic system, among which particularly vulnerable in
financial aspect are: the debt dependence on donor
states, the corruption of the financial system
management mechanism, the growth of the shadow
economy, the recession of the banking sector systems,
etc. In view of this, scientific research aimed at improving
the methodological support for monitoring the financial
condition of the national economy; timely identification of
internal and external threats of the financial nature of
origin with the aim of early detection of the tendency to
spread crisis phenomena in the economic system; control
over the implementation of measures for the formation of
the financial security system and the evaluation of the
results obtained through the use of financial instruments
are actual. These and other vectors of the study of
problems of security science form the theoretical and
methodological basis for the prevention of crisis pheno-
mena in the economy in order to ensure financial stability
and financial sovereignty at the micro and macro levels.

Analysis of the recent research and publications.
Methodological and applied problems in ensuring an
adequate level of financial security are increasingly
attracting the attention of domestic and foreign scholars,
and in recent years have become the subject of research
both in monographic works [1] and in the professional
publications of such scholars as V. Mihaylyuk [2],
U. Vladychyn, I. Skomorovych, S. Lobozynska [3], A. Jozef,
A. Bukhtiarova, S.Chorna, O. lastremska, T.Bolgar [4],
S. Khalatur, G. Pavlova, K. Zhylenko [5], G. Blakyta,
T. Ganushchak [6], M. Kurylo, A. Klochko, D. Zhuravlov,
H. Javadov [7] and others [8-10]. A large number of
scientific studies, which specify the nature of origin and
the components of the financial security supply
mechanism for macro and micro economic economic

systems, prove that the number of problems in security-
oriented management remains significant, and therefore
the chosen scientific topic is relevant.

Formulation of the research aim. The purpose of the
study is to provide scientific substantiation for the essence
of financial security of Ukraine and to make an analysis of
the impact of internal and external threats on its level as
of the beginning of 2019. To achieve this goal in the
process of scientific work, the following tasks were set: to
analyze modern approaches to the content of the
category "financial security of the state"; to identify the
main components and levels of ensuring the financial
security of the state; to identify the threats affecting the
state of financial security of the country; and to consider
ways to increase the level of financial security of Ukraine.

Presentation of the main research material. In
accordance with the Law of Ukraine "On National Security
of Ukraine", national security is considered as "the
protection of state sovereignty, territorial integrity, the
democratic constitutional system and other national
interests of Ukraine from real and potential threats" [11].
The most important task for state power structures of any
modern country is to preserve and strengthen the
condition of its economic security, especially in the
context of the need to respect the vector of sustainable
development and the trend towards economic and
financial globalization. An analysis of theoretical
approaches to the definition of the category "financial
security" makes it possible to speak about the differences
in the opinions of scholars regarding the content essence
of this concept. In the field of security science nowadays
dominate three vectors of its identification in the scientific
plane. The first approach is based on the concept of
"defend", the second on the concept of "state", and the
third is concerned with the notion of stability. As
advocates of the first approach, under the financial
security of the state we propose to understand an
important component of the economic security of the
state, based on the independence, efficiency and
competitiveness of the financial and credit sector of
Ukraine, which is reflected through the balance of
finances, sufficient liquidity of assets and the availability
of the necessary monetary and gold reserves, and the
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degree of protection of financial interests at all levels of
financial relations, which are characterized by a balance
and the presence of a tested mechanism of financial
regulation and self-regulation [13].

A large number of researchers of the problems of
economic and financial security pay attention to the fact
that financial security is the main component of economic
security of the country, because finances are the basis of
the economy. We agree that financial security is a solid
foundation and an important component of the country's
economic security. And its level in the first place depends
on the volumes of financial resources that are necessary
for the implementation of administrative, social, and
economic functions of power structures. Without financial
security, the state cannot be considered financially
independent.

Currently, there is no single approach to structuring
the architecture of the financial security system. A specific
set of components is proposed by each researcher in the
field of security science, taking into account his own
vision, but the main elements are: the budget sphere and
state regulation of financial markets; non-bank financial
services; the stock market; the monetary sphere; and
insurance. From the standpoint of a functional approach,
financial security is divided into budget; tax debt; currency
exchange rate and monetary security; security of the
banking system and stock and insurance markets; the
security of the investment and innovation components of
the economy (Fig. 1).

Absolutely all elements of the financial system of the
state are interdependent. Therefore, the stabilization of
one of them will have a positive effect in the future on all
other functional subsystems.

Management actions at each level of the economic
system are important for ensuring the financial security of
the state and its financial stability and financial
sovereignty (Fig. 2).

The level of financial security of Ukraine is
characterized by the level of formation of state and local
budgets, as well as the condition of the balance of
payments and the ratio of the volumes of cash flows in the
official and shadow economy.

In general, internal threats are factors, events or
phenomena that are in view of the state authorities and
to which they have significant regulatory influence.
External threats are such factors, events or phenomena
that the state does not have significant influence in the
face of power structures. Therefore it is necessary to take
into account the possible consequences of these threats
to the macroeconomic system in the implementation of
security-oriented financial policies.

At the beginning of 2019, internal threats to Ukraine's
financial security include: ineffective regulation of the
financial sector; insufficient level of gold and foreign
exchange reserves; the reduction of both investment and
innovation activity; the imperfection of the tax system and
tax evasion; the budget deficit; shadowing and
criminalizing the economy and in particular the financial

sector; the critical condition of the state securities market;
a high level of corruption; an illegal outflow of capital from
the country; a low level of stock market activity; large
amounts of public debt; underdevelopment of the
financial and insurance markets; a low level of
capitalization of the banking system, etc.

However, in the modern world, the financial security
of the country is more destabilized by external threats, the
emergence of which is caused by such factors as: rapid
processes of internationalization and globalization of the
world economy and financial space; limited access to
foreign financial markets; increased competition between
states in the financial sector; the dependence of the
national economy on international loans; and the
emergence of threatening crisis trends in the global
financial system. To specific external threats to Ukraine's
financial security at the beginning of 2019, experts
attribute: active integration of international financial
organizations into the national financial and credit sector;
ineffective use of external loans, various forms and types
of external financial assistance; financial dependence of
the national economy on external sources of financing; an
increase in the volume of foreign capital in the shadow
economy sector of the country; growth of external debt of
the country, etc.

Each of these threats affects the level of financial
security of the state, and attempts to neutralize them can
be carried out by a variety of methods, which in the future
can give radically different effects to the functioning and
development of the national financial system.

Summarizing the results of the conducted research, it
can be stated that priority measures to strengthen the
near future financial security of Ukraine in the managerial
plane should include:

—a comprehensive approach to reforming the budget
process at the state and local levels and levels of
intergovernmental fiscal relations, with respect to
increasing the level of efficiency of budget expenditures
due to the application of programmatic objectives of
financial activity, orientation of the budget system to
achieve specific strategic goals;

—developing a strategy to reduce budget deficits by
increasing the revenue potential;

—reducing external debt by direct reduction of net
external borrowings and repayment of long-term
borrowings of the real sector of the economy;

—ensuring the needs for economic growth by developing
and implementing a balanced monetary policy, stabilizing the
national monetary unit and reducing inflation;

— suspending capital outflow from the country;

—optimizing the structure of gold and foreign
exchange reserves by increasing their share of gold;

— creating suitable conditions for the functioning and
development of the securities market;

— clearly defining the rights and obligations of issuers
and investors by developing an effective system of state
regulation of the capital market, strengthening control
over compliance with legislation and preventing fraud.
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ECONOMIC SECURITY OF THE STATE

FINANCIAL SECURITY

The scope of public finance

Budget security — the ability of the budget system to
ensure the financial independence of the state and
the effective use of its budget funds in the process of
performing its functions

Debt security is a level of internal and external public
debt that provides an effective solution to the general
needs of the state and ensures its relative
independence, the possibility of repayment of the
principal amount of debt and interest without
threatening the loss of sovereignty, solvency and
credit rating

Tax security is determined by the effectiveness of the
tax policy of the state, which should optimally
combine the fiscal interests of the state and
individual, corporate interests of taxpayers, or provide
the state with such volume of tax revenues that is
optimally necessary in accordance with the
requirements of the proclaimed economic doctrine

Foreign exchange rate security is a state of exchange
rate that creates optimal conditions for the steady
development of domestic exports, an unimpeded

inflow of foreign investment into the country,
Ukraine's integration into the world economic system,
and also maximally protects against shocks in
international markets.

Monetary security is a state of the monetary system
characterized by the stability of the monetary unit, the
availability of credit resources and the level of inflation

that provides economic growth and increase real
incomes

Financial market

Security of the banking system is the ability of the
banking system to secure the financial
independence of the state in a stable and secure
manner, to effectively perform its functions, to
preserve from excessive depreciation and to use
the financial resources of the country rationally to
ensure its socio-economic development and
maintenance of financial obligations

Security of the stock market — the optimum
volume of its capitalization that is capable of
providing a stable financial position of issuers,
owners, buyers, trade organizers, traders, joint
investment institutions, intermediaries (brokers),
consultants, registrars, depositaries, custodians
and the state as a whole

Security of the insurance services market — the
level of insurance companies' financial resources
providing them with the opportunity to
compensate losses if necessary and to ensure a
stable financial position of the market participant
and its efficiency and strategic development

Investment security - the level of investment that
allows state optimally meet the current needs of the
economy in capital investment by volume and
structure, taking into account the effective use and
return of the funds invested, the optimal balance
between the amount of foreign investment in the
country and domestic investment abroad,
maintaining a positive national balance of payments

Figure 1 — Components of the system of financial security of the state

Source: compiled by authors
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NATIONAL SECURITY

v

ECONOMIC SECURITY

v

FINANCIAL SECURITY

v

Functional level of financial security

Organizational and managerial
level of financial security

Security of the budget system

International level

Security of the monetary system

National level

Security of the currency system

A

State level

Security of the debt system

Regional level

Insurance of insurance
and stock markets

Level of industries, enterprises and
organizations

Protection of the system of national and financial interests

A
A

A
y

A set of measures to prevent the occu

rrence of threats to financial security

A

A 4

Financial security supply system

Figure 2 — Activities on ensuring the country's security and its levels

Source: compiled by authors

The priority in strengthening Ukraine's financial
security is the reformation of the budget system, which is
why it is necessary to regulate the process of the annual
adoption of the state budget, to regulate the procedure
for its preparation and to provide for liability for violation
of the budget process.

The priority vector for increasing the level of financial
security at the moment is the reduction of external public
debt by repaying loans and minimizing the further
attraction of foreign funds and defining a clear program
for using public finances and improving the cost
effectiveness. It is also necessary to develop a program for
reducing the budget deficit by increasing the domestic
income potential and eliminating the hidden deficit.

Strengthening the financial security system will
contribute to the improvement of monetary policy by
preserving economic growth through the liberalization of
the nature of monetary and credit relations rather than
targeting them to reduce inflation, as well as overcoming
the shortage of payment means and the share of cash in
the money supply, which, in turn, will suspend the
increase of the shadow economy.

One of the most important measures to ensure the
financial sovereignty of the state is to stop the outflow of

domestic capital abroad. Experts in the field of economics
estimate the outflow of capital annually in the amount of
3-5 billion dollars. In order to minimize this phenomenon,
it is necessary to create a qualitatively new system of
control of international settlements of Ukrainian residents
and to improve the regulatory framework for the export
of Ukrainian capital.

Further solving the problem of debt dependence and
instability of the financial security of Ukraine will depend
on well-balanced and reasonable actions taken in the field
of state borrowing and public debt management [12].

Since the possibility of reducing the debt burden on
Ukraine's economy through restructuring has its limits
within the framework of state policy, power structures
need to gradually shift from re-issuance of payments to
strategic management of public debt, so it is worth making
radical changes in the policy of government borrowing.
The situation when 84% of loans are directed to financing
the budget deficit and only 2% for investment projects is
unacceptable from the point of view of the need to ensure
sustainable economic growth of the country's economy.

To a large extent, on Ukraine's financial security has a
negative impact the spread of the shadow sector, which,
according to expert estimates, has reached about 60% of
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GDP. According to the "Intellectual Prospect" Foundation
and the Center for Social Expertise of the Institute of
Sociology of the National Academy of Sciences of Ukraine,
45% of Ukrainians are currently working in the “shadow"
economy. In general, the total shadow capital of
Ukrainians is about 40 billion dollars.

Also, corruption has a significant impact on Ukraine's
financial security. It permeates all branches of state
power. The excitement of domestic officials was felt not
only by Ukrainian citizens but also by foreign investors.
Corruption negatively affects the international image of
Ukraine and impedes the inflow of foreign investment.
Thus, according to an expert survey conducted by the
Razumkov Center, about 80% of foreign experts called the
corruption of the authorities a negative factor for
economic development. Evaluating the situation, about
80% of the polled experts believe that in the first place
foreign business in Ukraine is hampered by the corruption
of officials.

Implementation of all of the above measures to
stabilize the state of financial security of the country at
operational and strategic levels requires balanced and
integrated interaction through all branches of

government, which will ensure the economic growth of
Ukraine in the long run.

Conclusions. The analysis of the problematic aspects
of providing financial security in Ukraine shows that in
today's economic conditions, the domestic authorities
need to critically re-evaluate the government's actions in
managing the financial system and implement a series of
reforms in debt, budget, foreign exchange, foreign
economic and monetary spheres. The Ukrainian
government should stop the mass exodus of capital,
reduce and prevent the development of the shadow
financial sector, and also eliminate excessive volumes of
external debt and the state budget deficit.
Implementation of the proposed measures in the form of
the Strategy for ensuring financial security of the state will
strengthen the Ukrainian economy, but only if there is a
total support at the legislative, executive and power
levels, however. It is also necessary to review and improve
the current rules and legal framework in the field of
financial security as soon as possible. In the long term, it
is necessary to develop a Concept of financial security of
the state, taking into account financial needs and interests
of all regions of Ukraine. This would contribute to the
provision of economic security at the national level.
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