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BUDGET SECURITY OF THE STATE 
IN TERMS OF SOCIO-ECONOMIC TRANSFORMATION

Long lasting military operations in the East of the country, the
need to implement huge social benefits to the population, reducing
the real economy, lack of revenue generating public enterprises led to
certain  imbalances  in  the  structural  components  of  the  budget
system.  This  raises  concerns  over  the  security  budget  and  its
development in the future. In fact, according to Tarasova O., fiscal
security  is  understood  as  the  level  of  ensuring  the  solvency  and
financial  stability  of  public  Finance  that  enables  government
authorities to most effectively carry out their functions [1]. 

Such opinion Zveruk L. and Bilyk O., defining budget security
as the ability of the budget system to ensure financial independence
and  stability  of  the  state,  effective  use  of  budget  funds  in  the



implementation  of  the  functions  of  social  protection;  public
administration  and international  activities;  the  funding  of  science,
education,  culture  and  health;  national  security  and  defense,
implementation of investment and environmental policy [2].

Complementing the previous definition, Zveruk L. notes that «the
budgetary security of the state – the state of solvency (level fiscal
capacity)  of  States  on  the  implementation  of  its  functions,
considering the balance of revenues and expenditures of state and
local  budgets  and  feasibility,  legality  and  efficiency  of  use  of
budgetary funds at all levels» [3]. 

О. Demeniuk notes that this category is inextricably linked to: 
–  fiscal  policy  in  terms  of  ensuring  the  solvency of  the  state,

considering the balance of revenues and expenditures of state and
local budgets and the efficiency of use of budgetary funds;

–  the  ability  of  the  budget  system  to  ensure  financial
independence of the state and effective use of budget funds in the
implementation  of  the  functions  of  social  protection;  public
administration  and international  activities;  the  funding  of  science,
education,  culture  and  health;  national  security  and  defense,
implementation of investment and environmental policy [4].

О. Petrychko, exploring the rating of level of budgetary security
of Ukraine, believes that the budget security is the ability of the state
to  effectively  perform  its  functions  and  to  ensure  financial
sustainability  of  public  finances  by  balancing  revenues  and
expenditures  of  the  consolidated  budget  taking  into  account  the
socio-economic development of the economy. 

Considering the essence of budget security in the given context,
the author identifies the following key aspects: 

– budget security is a component of the budget policy, aimed at
ensuring the solvency and financial stability of state finances;

– management of budget security of the state is public authorities
within their powers;

– budget security of the state is an integral part of the financial
security,  which  aims  to  ensure  resilience  to  financial  shocks  and
imbalances in the financial system as a whole [5]. 

A.  Borodii  clarifies  the  concept  of  «budget  security»,  which,
unlike existing interpretations, is regarded as a protection from the
effects  of  internal  and  external  threats  budget  system,  which  is



achieved  due  to  the  ability  of  the  authorities  to  form  sufficient
budgetary  resources  to  carry  out  their  functions,  to  ensure  the
stability  of  the  main  parameters  of  the  payment  and  settlement
system to best attract and use borrowed funds for financing of budget
expenditures, to prevent violations of the budget legislation with the
aim of  promoting  sustainable  socio-economic  development  of  the
state.  Budget  security  is  treated  as  part  of  the  system  of  public
Finance management, a set of methods, tools and institutional and
legal levers of influence on formation and spending of budget funds
in the planning and execution of the budget, systematic monitoring
of  implementation,  accounting,  internal  and  external  risks  in  the
financial system [6]. 

Budget  security  is  the  financial  sustainability  of  the  public
finances,  as  well  as  system  assistance  to  public  authorities  to
effectively perform their functions. Fiscal security is estimated using
the ratio of deficit (surplus) of state budget to GDP, in %; the level of
GDP redistribution through the consolidated budget, %; the ratio of
aggregate payments for servicing and repayment of public debt-to-
income of the state budget, %» [7].

After analyzing the term fiscal security, you can see that the most
important criteria is the efficient use of borrowed funds for financing
of budget expenditures, identifying the necessary goals that would
meet  the  interests  of  the  state,  control  over  efficiency  of  use  of
budgetary funds according to the budget legislation. 

The most important criteria to fiscal security include: 
– ensuring stability of the main parameters of the payment and

settlement system;
– the reality of the goals of budget policy in accordance with

national interests;
– empowerment  of  the  state  to  exercise  domestic  and

foreign  policies  on  the  basis  of  ensuring  sufficient  financial
resources;

– to best attract and use borrowed funds to Finance the budget
expenditure;

– to prevent violations of the budget legislation with the aim of
promoting sustainable socio-economic development of the state. 

Budget security of the state is protection from the influence of
internal and external threats budget system, which is achieved due to



the  ability  of  public  authorities  to  form  sufficient  budgetary
resources by the state to perform its functions. 

Threats to the fiscal security is a set of negative assumptions and
factors hindering full implementation of the budgetary interests and
causing full or partial disruption or destruction of the budget system
and  budget  process.  To  the  major  threats  that  have  a  direct
destructive impact on the fiscal security of the state in the form of a
certain amount of economic damages include the following: 

1) the inefficiency of the tax system;
2)  understatement  of  business  entities  the  tax  base  and  tax

evasion;
3)  ineffective system of  control  over  expenditure  of  budgetary

funds;
4) inefficient allocation of public funds, most of which goes to

consumption rather than development;
5) failure to comply with legal persons-residents of obligations

under foreign loans received under government guarantees;
6)  delayed  adoption  of  the  budget  and  reports  on  its

implementation [8, p. 30]. 
Also a significant threat to the budget of security is the presence

of  excess  tax  burden.  Today,  taxes  play  an  important  role  in  the
economic development of the country because it is the main source
of revenue of the State budget. The levy is high enough and hinders
the development of the economy, and this poses a threat to economic
security of the state. 

Forming  fiscal  security,  the  state  is  obliged  to  adhere  to  the
following basic conditions: 

1) subject to the requirements of the objective economic laws and
regularities of society development;

2) study  and  based  on  previous  experience  of  financial  and
budget development;

3) study and consideration of the experience of other countries;
4)  taking  into  account  the  specific  stage  of  development  of

society, the characteristics of the internal and international situation.
The main characteristics of fiscal security should be the ratio of

revenues to  expenditures  of  the  state  and consolidated budgets.  If
these characteristics do not meet the budget safety will be violated,
and other indicators. 



It is also believed that the ratio of tax to non-tax revenue provides
the instability of budget revenues in General, but tax revenues are
more stable,  economically viable,  and through this they affect  the
level of fiscal security of the state. The economic growth of our state
will be achieved, if the reduced tax burden on domestic producers,
reducing  government  spending  will  reduce  the  budget  deficit  of
Ukraine. These indicators will be the priority directions of reforming
the country's economy [9]. 

In table. 1 shows the values of the volume and dynamics of the
public debt of the country. 

Table 1 
The state debt of Ukraine, UAH mln.

2016 2017 2018 2019

Public external
debt

980185 1080310 1099408 976807

The government's
domestic debt

670646 753399 761089 818181

Government
guaranteed external

debt
259843 294685 297810 239258

Government
guaranteed

domestic debt
19084 13280 10320 11195

Total 1929759 2141674 2168627 2045442

*Source:  based  on  data  of  the  Ministry  of  Finance  of  Ukraine
[https://www.minfin.gov.ua].

According to them, the main threats to the budget identified the
security: high level of public debt, which in 2019 was 2045442 mln.
He grew up on 115683 mln. vs of volume 2016; the decrease in the
volume of domestic debt, which is guaranteed by the government,
the  presence  of  significant  non-guaranteed  part.  The  external
debt  guaranteed  by  the  state  in  much  larger  quantities  than  the
internal. 

Despite the gradual decrease in the volume of external public debt
relative  to  GDP,  the  ratio  remains  quite  significant.  However,  its
critical value at the level of 80.9%  in  2016 has been cut by a significant



amount of 25.8%. 
In  table.  2  shows  the  data  on  the  state  budget  deficit  and  its

dynamics  as  an  important  indicator  of  the  effectiveness  of  fiscal
policy and fiscal security of the country. 

Table 2 
The state budget deficit and its dynamics, UAH mln.

2016 2017 2018 2019

Borrowings subject to
repayment

177261
120 43

7
71681 65706

Revenues from
privatization

189 3 377 355 17100

Income from financial
transactions

-107319 -75964 22080 16576

Total 70130 47850 94116 99381
*Source:  based  on  data  of  the  Ministry  of  Finance  of  Ukraine

[https://www.minfin.gov.ua]. 

Analysis of the data table. 2 indicates significant variations in the
budget deficit. So, in 2017 it was possible to significantly reduce vs
2016 – 22280 mln. or 32%, then in 2018, he has increased against the
previous year by almost half – 46266 mln. or 96%. This despite the
fact that in 2018 there were significant proceeds from privatization
and financial transactions, but much lower borrowing is subject to
repayment. 

In  2019,  the  state  budget  deficit  increased  in  comparison  with
2018 5.3 million UAH. 

The presence of the budget deficit is largely not only driven by
reduction of production and economic indicators of development of
the national  economy, inadequate taxation of large businesses and
reduced revenues from its activities. We are talking about substantial
costs of defence and the armed forces. 

Thus, the volume of state budget expenditures for financing of
needs of defence and security in 2016 was 58097 mln.  in 2017 –
68859 mln. in 2018 – 98800 million UAH. in 2019 – 105744 mln. It
6944  mln.  or  7%  more  relatively  2018  and,  accordingly,  in
47647 mln. and 82% against the level of 2016.

Thus, after analyzing these and other indicators of the effectiveness



of  fiscal  policy and fiscal  security,  it  is  possible  to  conclude that
today's  public  finances  and  the  processes  of  their  formation  and
reproduction, sources of revenue do not have sufficient stability. This
adversely affects socio-economic development and fiscal security of
the country. To strengthen the fiscal  security to create a favorable
institutional  environment  in  the  information,  economic,  social,
political,  and legal dimensions, which will  balance the budget and
tax processes. As their priorities are grounded: development of a set
of indicators, tools, methods, and mechanisms for avoiding threats
to the budget system of the country; support budgetary sustainability
of the state; the development of fiscal decentralization; the reduction
of  budget  deficit  and  public  debt;  system monitoring  and control
of  financial  resources;  strategic  planning  and  forecasting
Finance;  the involvement of citizens in the management of public
finances. 

Fiscal policy is an important component of socio-economic policy
of the state, which provides fiscal security, socio-economic growth
and  has  a  clear  strategic  direction.  In  the  modern  language  of
management it is aimed at reducing the external debt, the search for
internal  sources  of  Finance  to  strengthen  the  country's  defense,
ensuring the social protection of the population, the implementation
of  the  administrative-territorial,  education,  health  reforms,
development of civil society in General in terms of maintaining and
strengthening fiscal security. 

After  budget  security  is  understood  not  only  as  a  tool  for
promoting and regulating the social and economic development of
the national economy. It is a guarantee of financial stability, unity
and integrity of the financial system, overcoming various threats and
risks  in  the  financial  sector.  Therefore,  the  prospects  for  further
research this important topic should be related to the further search
of  tools  to  improve  financial  policy  and  maintain  fiscal  security,
including  on  the  basis  of  digitalization,  automation,  and  other
innovative modes of higher order.

It should be noted that in the conditions of economic instability to
get rid of certain threats is impossible, therefore, budget security is a
condition that is virtually impossible to implement in today's reality.
The  presence  in  the  budget  system and its  environment  elements
(media) and threats leads to a state of budget risk. Thus, under the



budgetary risk we understand that  the  state  of the  budget  system,
which is characterized by the presence of real and potential threats,
which lead to a partial realization of national interests in the public
sector.  In this regard,  the budget  security as a condition in which
there  are  no threats  and performed all  tasks for  the  realization of
national  interests,  it  is  advisable  to  explore  in  the  context  of
absolute security budget and the fiscal risk is considered identical to
the relative fiscal security. Absolute budget security, in our opinion,
is  possible  only  in  the  short  term,  provided  high  level  of
prosperity,  the  lack  of  foreign  economic,  political  and  military
threats. In the long term destabilization of the budget system will be
inevitable. 

It is important to note that the relative budgetary security covers
three  States  budget  process:  crisis,  stabilization,  and  development
status [10]: 

– the crisis involves the ability to minimize losses (both existing
and possible), the ability to overcome the crisis, the efficient use of
the existing mechanism for the survival of the system and exit from
the crisis;

– condition of stabilization in which the implementation of the
budget of interest is carried out in conditions of permanent reduction
of real threats, prediction and prevention of potential threats, achieve
the minimum required efficiency of functioning of budgetary system,
the formation and development of stabilizers;

– development status is determined by the full realization of the
interests of the public sector in terms of minimum effect real and
timely warning of possible threats and maximizing the efficiency of
functioning of all elements of the budget system, able to withstand
existing threats. 

The  challenging  macroeconomic  situation  in  Ukraine,  the
presence of real and potential threats leading to partial realization of
national interests in the public sector. Budget system of Ukraine is in
crisis, given the fact that fiscal security is a basic component of the
entire security system of the state, the inability to overcome the crisis
affects the functioning of system of ensuring national security of the
state.

The results of the assessment of the state budget of Ukraine for
the  period  2016-2019  allow  to  assert  that  the stabilization  of  the



budgetary system is a priority of state policy. 
So fiscal policy should be balanced and adequate to the current

economic situation, that is, in the context of economic slowdown to
implement the holding of the event seems impractical in this case to
stabilize the economy, even theoretically not possible. After all, the
reduction of state budget deficit by reducing government spending
will cause the deterioration of the living standards and the decline of
the population. Therefore, the priority should be: 

− improving the optimality of budget  expenditures through the
use of program-target principles of the activity;

− the optimization of operating costs and refocusing on capital
article to ensure future economic growth; 

− orientation  of  the  budget  system  to  achieve  specific
results;

− stabilization of the tax system in the context of the creation of
fiscal  conditions  for  business  development  and  economic
recovery;

− improving  the  system  of  public  debt  management  in
the  context  of  the  transition  from  passive  to  raise  funds  on
the  financing  of  the  budget  deficit  to  the  system  of  debt
management [11, p. 36]. 

It  is  an  effective  debt  policy  can  improve  the  level  of  fiscal
security,  will  reduce  the  size  of  state  budget  deficit  and  promote
economic stabilization. Given this analysis of the indicators of a debt
security as a component of financial security, should be a promising
direction for further research.

Budget  security  is  a  kind  of  indicator  of  social  and  economic
development  of  the  state,  the  criterion  that  determines  the
effectiveness of its fiscal policy. A study of «budget security» should
be  based  on  the  understanding  of  this  phenomenon  as  a  system.
Under  the  budgetary  security  should  be  understood  such  as  the
budget system, the process by which, in the absence of real threats, a
timely response to potential risks there is a complete realization of
national interests in the public sector. 

The fiscal security is dynamic. The presence of real and potential
threats  leading  to  partial  realization  of  individual,  corporate  and
public interests in the public sector. Therefore, the budget system of
the media and threats leads to a state of budget risk or relative fiscal



security,  what  characterizes  this  state  of  the  budgetary  system in
which there is partial realization of national interests in the public
sector.
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