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FINANCIAL AND LEGAL ASPECTS OF ECONOMIC SECURITY OF THE STATE

Abstract. The problem of elaborating the comprehensive state policy on regulatory and legal
provision of the financial security at all levels of economy is significantly important for Ukraine. It
is crucial to ensure development and implementation of the legislative framework that would
determine the types of internal and external threats to the stability of financial activity and the
means of counteracting these threats; the full power and responsibility of state authorities
concerning the financial and legal regulation aimed at warranting order in financial sphere; the
mechanism of financial control organization as the means of preventing financial offences. The aim
of the research is to outline the essence of new threats to the economic and financial security of the
state under modern economic conditions and search for the required mechanisms and means of
regulatory and legal provisioning of the financial security of Ukraine. In the course of research, the
general scientific and theoretical methods have been applied. These include systemic analysis (for
defining the object and the subject of research); abstract and logical method (for preparing the
scientifically justified generalizations and conclusions about the essence, the mechanism of
provisioning financial security of the state, and the factors that designate it); graphic method (for
representing visually the mechanism of ensuring financial security of the state). The article
introduces improvements to the list of modern internal and external threats to the financial and
economic security of the state with respect to the immanent nature of the World Band and the
International Monetary Fund. It has been emphasized that the new list of indicators and sources of
initial information about the constituent components of financial security should be developed and
approved because the current list was outlined in the end of 2013 and does not take into account
modern realia. It is necessary to determine the functions of the Ministry of Economy of Ukraine in
the realm of monitoring and regulating financial stability of the state, particularly in the real
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economy sector. It has been specified that scientific development of the range of problems related to
the methodology and legal regulation of the state security provisioning, as well as the means and
methods of preventing and mitigating the threats, is tightly connected with the development of
macroprudential supervision and regulation under the aegis of the National Bank of Ukraine. The
introduction of new indicators by the Bank (such as the level of non-performing loans, the financial
stress index, and others) is the positive step. Nonetheless, the large quantity of private indicators
interferes the process of elaborating the set of measures for financial and legal regulation of the
financial security level. The new methodological approach to development of the integrated
indicator of financial stability at the macro level has been suggested. The research results enable the
possibility of improving the mechanism of state financial security and justifying the set of measures
for its reinforcement. The review and improvement of the current legal framework in the area of
financial and regulatory economic security, and development of the new integrated indicator of
financial security level are necessary.
Keywords: financial security; internal and external threats; legal mechanism of security
provision, macroprudential regulation.
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®IHAHCOBO-ITPABOBI ACIIEKTH EKOHOMIYHOI BE3ITEKHA JEPKABH

AnoTtaniss. [Ipobrema cTBOpeHHS HUTICHOI Jep)KaBHOI MOJITHKH HOPMAaTHBHO-IIPABOBOTO
3a0e3neveHHs (IHAHCOBOI OE3MEeKH Ha BCIX PIBHAX €KOHOMIKH € HaJ3BUYAHO aKTyaJIbHOIO IS
VYkpaiau. IcHye IOmiapHICT PO3POOKH Ta BIPOBAIKEHHS 3aKOHOAABCTBA, [0 BU3HAYAIO OW BUIH
BHYTPIIIHIX 1 30BHIMIHIX 3arpo3 CTaOUTHbHOCTI (DIHAHCOBOI MISILHOCTI Ta 3aCO0M MPOTHIIl UM
3arpo3aM; TMOBHOBR)KCHHS Ta BIAMOBIIAIBHICTH OpPraHiB JCpP)KAaBHOI BIaaAM IIOJ0 (iHAHCOBO-
MIPaBOBOTO PETYJIIOBAHHS 3 METOIO 3a0e3nedYeHHs MOPsIAKY Y (GiHAHCOBIM cdepi AepiKaBHU;, MEXaHI3M
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opranizaiii (iHaHCOBOTO KOHTPOJO SIK 3aco0y TornepepkeHHs (iIHAHCOBUX IPABOMOPYIICHb.
Mema Oocnidoicennss — BUSIBIIEHHSI CYTHOCTI HOBHX 3arpo3 €KOHOMiKO-()iHaHCOBIM Oe3meri
JepKaBU B CYYaCHHX yMOBax TOCIIOJIApPIOBAaHHS, a TaKOX IOMIYK HEOOXiTHUX MEXaHI3MiB Ta
3aX0/iB HOPMAaTHBHO-TIPaBOBOro 3abe3medeHHs (iHaHCOBOi Oe3reku YkpaiHu. Y mporieci
BUKOHAHHS JIOCII/PKEHHS BUKOPUCTAHO 3arajlbHOHayKOBI TEOPETUYHI METOJU: CUCTEMHHUI aHali3
— Uit 3’sicyBaHHSI O0’€KTa 1 MpeaMeTa JOCHIKCHHS, aOCTPaKTHO-TOTIYHHA METOJ — JJIst
3MIMCHEHHS HayKOBO-OOTPYHTOBAaHMX Yy3arajJbHEHb 1 BHCHOBKIB TPO CYTHICTh, MEXaHi3M
3a0e3neyeHHs (iHAHCOBOI Oe3MeKu Jiep:kaBu Ta PakToOpH, 110 ii BU3HAYAIOTh; TpapiyHUi METO1 —
JUIs HAOYHOIO TPEJCTABIEHHS MeXaHI3My 3a0e3nedeHHs (PIHAHCOBOI O€3MeKH JeprKaBu.
VYI0CKOHANEHO TMepeNiK Cy4acHHMX BHYTPILIHIX 1 30BHIIIHIX 3arpo3 (hiHaHCOBO-€KOHOMIUHIHN
Oesreri ep)kaBu 3 ypaxyBaHHSAM IMaHEHTHOI cyTHocTi CBitoBoro 6anky ta MB®. HaromoieHo,
110 HEO0OX1/THO PO3POOUTH 1 3aTBEPAUTH HOBUH MEpeiK IHAUKATOPIB Ta JKepell BX1AHOT iHpopmariil
3a CKJIaOBUMH (hiHAHCOBOI Oe3MeKku, 60 YMHHUI NepeiK 3aTBep/pKeHo e HanpukiHii 2013 poky
1 He BpaxoBye cydacHux peaiiid. HeooxiqHo Bu3HaunT GyHKIii MiHiCTepCTBa €EKOHOMIKH YKpaiHU
[10JI0 MOHITOPUHTY Ta peryitoBaHHS (DIHAHCOBOI CTaOLIBLHOCTI JEpkKaBH, 30KpeMa il peaslbHOTO
CEKTOPY EKOHOMIKH. YCTAaHOBJIEHO, [0 HAayKOBa pPO3pOOKa HU3KHU MPOOJIEM, IO CTOCYIOThCS
METOJIOJIOTIi Ta MPaBOBOIO pEryJlOBaHHS 3a0e3neueHHs Oe3MeKu [epikKaBH, a TaKOoX 3aXOJiB
1 METOJIB TOMEpeKeHHs Ta HeWTpamizauii 3arpo3 TICHO CTHUKA€TbCA 3  PO3BUTKOM
MaKpoONpyIeHIIIHOr0 Haryiigy Ta peryioBaHHS mia erigoro HamionanbHoro 6anky YkpaiHu.
[To3uTUBHUM € 3ampoBa/PKCHHS OAHKOM HOBHUX I1HAMKATOPIB (PIBE€Hb HEMPAIIOIOYUX KPEIUTIB,
iHAeKkc (iHaHCOBOro crpecy Ta iH.). IIpoTe Benmka KUIBKICTh MPUBATHUX I1HAMKATOPIB 3aBaXKae
BUPOOJICHHIO 3aXOJiB 3 (IHAHCOBO-TIIPABOBOTO pPETyJIOBAaHHS piBHA (iHaHCOBOI Oe3mexu.
3anpornoHOBaHO HOBUN METOJOJOTIYHMNA MIiAXiA A0 PO3pOOJIEHHS I1HTErpajibHOTO TOKa3HHUKA
(iHaHCOBOI CTAOUIBHOCTI HAa MaKpOpiBHI. Pe3ynpTaTH AOCHIIKEHHS O3BOJSIOTH IMOMIMIIUTH
MeXaHi3M (iHaHCOBOI O€3MEKH JIepKaBU Ta OOIPYHTYBAaTH CUCTEMY 3aXO/1B CTOCOBHO ii 3MILHEHHS.
[epernsHyTO 1 BHIOCKOHAJICHO YNHHY NPAaBOBY 0a3y B raiy3i (piHaHCOBO-HOPMATUBHOI €EKOHOMIYHOT
Oe31eku, po3po0IeHO HOBUH 1HTETpaIbHUI MOKa3HUK PiBHS (iHAHCOBOT OC3MEKH.

Knrwwuosi cnosa: dhinancora Oe3mneka; BHYTPIIIHI Ta 30BHIIIHI 3arpO3U; MPABOBUM MEXaHI3M
3a0e3neueHHs Oe3MeKH, MaKpONpy/IeHIIHHE peryTIOBaHHS.

®opmyir: 0; puc.: 2; Tabm.: 1; 6i6:1.: 16.

Formulation of the problem. In the context of emergence and development of the potential
threats that are technical, ecological, energetic, external economic, etc., in their nature (for instance,
pandemic), economic security and financial security as its most important constituent component
become particularly significant for existence of state, welfare of its citizens, and effectiveness of
economy development. Economic activity of enterprises is the key factor of national production
development and requires state support and protection, i.e. state policy established by the law,
which would encompass various components of business activity and ensure business entities
protection from different viewpoints of legal regulation, including the financial one [1, p. 132].

Legal regulation is the form of public relations regulation, which ensures the compliance of
the participants’ behaviour with the requirements and permissions found in the legal provisions. The
mechanism of legal regulation includes such elements as legal provisions, legal relations, legal
liability, legal consciousness, and others. Positive reaction to the requirements and permissions can
be defined as lawful behaviour of the subjects of social relations [2, p. 398]. Behaviour that deviates
from the established norms and provisions constitutes an offence [3, p. 102].

Finances are the important resource of business activity and their state is the constituent
component of economic security and, consequently, national security. Financial and legal regulation
is aimed at ensuring legal order in the financial sphere of society, particularly in the financial sphere
of the household sector of public production. Legal fundamentals of financial stability in the sphere
of economic activity are established by the state and influence the formation of secure environment
that is necessary for its efficient development. The article by O. P. Hetmanets, Doctor of Laws [1,
p. 132], specifies that the comprehensive state policy on the regulatory and legal provision of
financial security at all levels of economy is not available in Ukraine.
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While supporting the opinion, we are convinced that the problem consists in the expediency
of development and implementation of the legislative framework that would determine the types of
internal and external threats to the stability of financial activity and the means of counteracting
these threats; the full power and responsibility of state authorities concerning the financial and legal
regulation aimed at ensuring order in the financial sphere; the mechanism of financial control
organization as the means of preventing financial offences.

Literature overview. The urgency of the problem of improving the means of counteracting the
threats to stability of financial activity by means of efficient financial and legal regulation has resulted in
the recent appearance of multiple scientific articles dedicated to the in-depth analysis of the problem and
the search of methods for its solution. For example, S.Yu.Obrusna, K. M. Pasynchuk, and
V. S. Chuban believe that «the new Conception of ensuring the financial security of Ukraine should be
outlined and it has to include provisions that are absent in the current version', namely: definition of the
geofinancial scale of influence of other countries and international subjects on Ukraine in general or its
separate territories; determination of the criteria and parameters of the financial system of Ukraine that
comply with the requirements of financial security; elaboration of the mechanisms and means of
identification of threats to the financial security of Ukraine and their causes; development of the
methodology of predicting, identifying, and preventing the occurrence of factors that result in the
financial security threats; conduct of the research on the tendencies and possibilities of similar threats
emergence; organization of the independent executive body for the state financial control; formation of
the mechanisms and measures of the financial policy that would mitigate or decrease the influence of
negative factors on the financial security; identification of objects, subjects, and parameters of control of
the financial security provision. Financial security, as the basis of national security, requires constant
monitoring and supervision» [4, p. 101]. The authors conclude that the main law «that would regulate
financial security of the state should be the Law of Ukraine «On Fundamentals of Financial Security of
Ukraine». It should include not the abstract general theoretical concepts, but the clearly defined
approaches to the formation of the system of state financial security provision, the mechanism of its
functioning, the full power and the scheme of interaction between the subjects ensuring financial
security of Ukraine. Apart from that, adoption of the law «On the Bureau of Financial Investigations»
by the Verkhovna Rada of Ukraine is of the utmost importance. Given the above, the promising area for
further research can be delineated as the elaboration of theoretical principles and practical
recommendations in the sphere of improving the mechanism of administrative and legal regulation of
financial security, the administrative and legal status of the Bureau of Financial investigations, etc.»
[4, p. 103].

In the course of researching the problem of protecting financial and economic interests of
the state, scientists first and foremost focus their attention on the subjects that are authorized to
perform such activity. The most important step in the specified direction should be determination of
the list of threats that affect the participants of financial market and can destabilize their activity and
decelerate the development of state financial system in general. V. F. Pikhotskyi, V. V. Rysin,
O. M. Liubenko [5] claim that one of the tasks of the state in order to protect its financial and
economic security is to exercise control over the usage of financial and material resources.
Financial control is particularly significant in the state sector because the precise provisioning of
standards in the budget sector contributes to social stability, economic security, and high level of
social welfare. Faith of the society in authorities depends primarily on financial control efficiency.
In Ukraine, the uniform methodological framework for the development of efficient system of audit
in the sector of state finances management has not been implemented yet and, therefore, the
necessity of elaborating new theoretical and practical approaches to the development of state
finances audit has become topical. Ideally, in authors’ opinion, the state should have financial audit,
performance audit, and operational audit. Financial audit is performed by economic entities, state-
financed institutions, and subjects of state and communal ownership; performance audit is oriented

' Conception of ensuring national security in financial sphere : approved by the ordinance of the Cabinet of
Ministers of Ukraine as of 15.08.2012 Ne 569-p. Legislation of Ukraine / Verkhovna Rada of Ukraine. URL :
ttps://zakon.rada.gov.ua/laws/show/569-2012-p (date of access: 15.04.2020).
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at evaluating the implementation of local budgets and development programs; operational audit is
aimed at reviewing separate business operations.

Continuing the topic of importance of management in the sphere of state financial security, we
should agree with N. Rushchyshyn, Sh. Buchko, Z. Kostak, who claim that the research of the current
state of national debt of Ukraine has shown the increase of its major indexes during the last years
without any serious attempts from the side of the government to decrease the national debt or initiate
the efficient restructuring of old debts. The authors suggest optimizing national debt management by
means of empowering the Debt Management Committee to perform the main functions in the sphere
for the sake of facilitating the efficient usage of external borrowings. Approval of such
recommendations will foster the efficient usage of external borrowings, renewal and development of
“problematic fields” of economy, and increase of income to the state budget [6, p. 78].

In their article, S. B. Onishchuk and others [7] show that the main problems of financial
stability that influence national security of Ukraine are the inefficient regulatory legislation, the
high level of distrust within financial sector, the slow dynamic potential of securities increase, the
high level of loan rates. Other problems include the fact that the financial sector is incapable of
ensuring redistribution of funds in the economy of Ukraine. Also, we should point out the
inefficient usage of deposits by bank sector, the insufficient capital of banking system, the low level
of dependence of banking system on market activity, and the low capability of the own capital to
cover losses. At the same time, banks have been exposed to the risk of non-financial corporations
being unable to make payments along with the insufficient funding ratio of money market and
monetization in Ukraine. The authors emphasize that macroprudential policy of the central bank
always influences financial stability. It is the supplement to monetary policy aimed at compensating
for the financial risks. Monetary policy, even in the context of macroprudential supervision,
influences financial stability (particularly, regulation of capital, bank risks, and financial market) by
means of regulating interest rates.

O. Reznyk, O. Hetmanets, O. Kovalchuk, and others [8, p. 846] state that it is not enough to
increase the level of financial security of management itself. It is also necessary to take measures
for preventing, identifying, ceasing, and investigating financial and economic crimes, which
constitute the serious threat to financial security of the state. Currently, the task is being assigned to
the corresponding law enforcement entities in all states. The process of establishing the responsible
law enforcement entity in Ukraine is still in progress, as evidenced by the bill «On the Bureau of
Financial Investigations». Even though there have been a few bills starting from 2013, the legislator
is still unable to determine the model of the future law enforcement structure (7able).

Table
Status of law enforcement entity responsible for counteraction and fight against financial
and economic crimes in accordance with the bills of Ukraine

Bill title Status of entity in accordance with the bill
On the Financial It is the state law enforcement entity, the activity of which is directed and
Police (2016) coordinated by the Ministry of Finance; it is obliged to ensure prevention,

identification, investigation, and solution of crimes in the sphere of formation
and usage of state financial resources and economic security, which fall within
its competence as prescribed by the Criminal Procedural Code of Ukraine.

On the Financial It is created on the basis of tax police and anti-money laundering department
Investigation Service and can be defined as the central law enforcement entity with special status. It
of Ukraine (2017) includes departments fighting against criminal offences in the sphere of

economic activity, investigative departments, and departments fighting against
corruption and ensuring security.

On the National It is the state law enforcement entity that is subordinate to the Verkhovna Rada
Bureau of Financial of Ukraine and the President of Ukraine. It ensures elimination of threats to
Security (2018) financial security of the state as based on criminal analysis and analysis of risks.

Its activity is performed by means of preventing, identifying, ceasing,
investigating, and solving crimes that fall within its competence and directly or
indirectly affect the state finances and prevent their occurrence in the future.
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Table (continued)

Bill title Status of entity in accordance with the bill
On the Bureau of It is the central executive body that implements the state policy related to
Financial prevention, identification, cessation, investigation, and solution of criminal

Investigations (2019) offences in the sphere of economic activity, which directly or indirectly harm

social interests in the area of finances.
Source: [8Ommoka! 3aknaaka He onpeneneHa., p. 847].

As based on generalization of the latest researches, O. P. Uhrovetskyi, O. V. Anishchenko,
and I. V. Hubanova point out that in the context of economic globalization and openness of national
economy it is particularly crucial for each country to focus on the problem of provisioning financial
and economic security, which can be defined as the state of interaction between the economy of
separate country and the world economy that would eliminate the possibility of bringing significant
harm to the economic interests of the country and foster the dynamic social and economic
development on the basis of rightful partnership. The problematic nature of financial and economic
security under the conditions of subsequent globalization acquires the status of the highest priority
in the state policy because the impact of external threats is being significantly increased within the
specified context [9, p. 395]. As the result of their research, the authors conclude that to ensure
financial and economic security it is necessary to follow the priority of legal European integration
processes that touch upon all constituent components of financial and economic security of both the
state and the enterprises that create threats to the development of national economy. Financial and
economic security is a complex and multi-dimensional concept, which illustrates the variety of
scientific approaches to interpreting its essence. The priority measures should include elaboration of
the system of financial and economic security on the basis of the strategy of provisioning financial
and economic security, development of the means of preventing potential threats and the directions
for negative impacts minimization [9, p. 400—401].

Despite the objective novelty of the researches on the topic, separate external threats to
financial and economic security of Ukraine are left out of the scope of scientists’ attention. In
particular, the influence of the policy conducted by other countries pursuing their personal goals
and international institutions, such as the International Monetary Fund, on the level of security is
being underestimated. Also, insufficient attention is paid to the development of macroprudential
regulation that is aimed at minimization of systemic risk of the financial sector and decrease of the
possibility of systemic financial crisis occurrence.

The aim of the research is to outline the essence of the new threats to the economic and
financial security of the state under modern economic conditions and search for the required
mechanisms and means of regulatory and legal provisioning of the financial security of Ukraine.

Initial data and research. While reviewing the problem of financial security, some scientists
also focus on the role of the International Monetary Fund that was created as one of the most
important institutional elements of international economic security within the mechanism of
protecting financial interests of the state. They believe that absence of interaction between separate
states and the International Monetary Fund hinders the process of raising investments into the state
economy. Nonetheless, for example, Oleksandr Sharov refutes the assumption and points out that
the absence of programs of cooperation with the International Monetary Fund is not the threat to
national economic security because the vulnerability of financial and economic interests of the state
at national and international levels is, first and foremost, conditioned by the absence of real reforms
and measures for improvement of the financial and economic situation within the state [10]. The
main conclusion of the author is that the International Monetary Fund functions as the important
element of both international and national economic security, and, therefore, the question of
economic security in its comprehensive sense should always remain in the framework of relations
with the IMF.

The research [11] indicates that Ukraine in its relations with the IMF should not follow blindly the
recommendations prepared by the experts of the organization, but suggest the efficient reform measures,
which would ensure the possibility of solving the complex of economic problems. It has been suggested
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to re-orient the economic policy of Ukraine from the spontaneous elaboration of «financialization
mechanism» to the creation of the mechanism of real economy development and the expanded
reproduction of efficient working places with high remuneration rate in conjunction with social
responsibility of entrepreneurs, as well as the improvement of requirements of legal regulation of social
relations connected with the provisioning of state financial security [11].

The above mentioned conclusions call for the coordinated development of relations with the
IMF that would require transitioning from the narrow-minded approach (when negotiations are
focused on the Ministry of Finances and the National Bank) to the nationwide one. The latter takes
place when the Ministry of Foreign Affairs, parliamentarians, trade unions, and related public
organizations participate in the negotiation process, particularly in its preparation phase. The
National Security and Defence Council approves directives for the conduct of negotiations and the
strategy of relations with the IMF [11, p. 336].

Achieved results. Consideration of the above given information about the immanent nature
of the World Bank, the IMF, and the neoliberal policy allows introducing improvements to the list
of current threats to financial and economic security of the state (Fig. /).

Threats to financial and economic security

of state
Internal threats External threats
Corruption in state Trend towards world economic crisis
*| authorities of all levels and unstable situation in trading |
partners’ countries
R Low qualification level Instability and excessive amount
of government officials of requirements from main creditors |+
at the international level
Strong impact of
R corporatocracy on Adverse change of world prices |
"|formation and performance for national goods and services )
of elected state authorities
Instability of financial relations with
o| Inefficient management trading partners from separate <
of real sector and state countries
enterprises
Unfair actions of competitors <
» Drawbacks of regulatory in sphere of foreign trade
and legal provisioning
of financial security Activity of criminal groups connected
with countries involved in hybrid |
war against Ukraine

Fig. 1. Current threats to financial and economic security of state

Simultaneously with the reconsideration of relations between Ukraine and the IMF, it is
crucial to improve the mechanism of provisioning financial security of the state (Fig. 2).
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Fig. 2. Mechanism of provisioning financial security of the state
Note. [12, c. 38].

First of all, it is necessary to elaborate and approve the new list of indicators and sources of
initial information about the constituent components of financial security because the current list
was outlined by the Ministry of Economic Development and Trade of Ukraine in the end of 2013
[13] and does not take into account new realia.

The scientific development of certain problems related to the methodology and legal
regulation of state security provisioning, as well as the means and methods of preventing and
mitigating the threats, is tightly connected with the development of macroprudential supervision
and regulation [7].

The theoretical conception of macroprudential policy started its formation in the late 1970s.
The notion «prudential” means cautious, sober-minded, and forward-thinking. Financial regulation
entities started using actively the term «prudential» in 1970s, when the general banking supervision
and regulation started to be called «prudential», i.e. preventing, oriented at potential risks, future
problems, rather than those that already exist. Already in 1975, the British Bankers’ Association
published the collection of works under the title «Prudential Regulation of Banks in the European
Economic Association», which conducted the comparative analysis of banking legislation systems
in Belgium, Great Britain, Germany, Denmark, Ireland, Italy, Luxemburg, Netherlands, and France.
By 1980s, the expression «prudential regulation and supervision» had become standard in the
lexicon of central banks and financial regulation entities. In 1987, the Organisation for Economic
Co-operation and Development (OECD) issued the summary report «Prudential Supervision in
Banking Sphere», which displays the main aspects of supervision in banking sector that have
afterwards become classical. Currently, prudential regulation and supervision over financial
mediators are understood in the sense of «microprudential», i.e. having relation to the separate
financial institute, rather than to the financial sector in general.
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The term «macroprudential policy» started to be actively used in the late XX century, but its
origin dates back to the earlier period. Separate instruments of macroprudential policy were applied
already in 1990s. For the first time, the macroprudential mechanisms were applied by the central
banks of Hong Kong in 1990s and in South Korea and Singapore in 2000s in response to the
income of redundant assets. Nonetheless, macroprudential policy has become widespread after the
global financial crisis of 2007—2009. The crisis has demonstrated the drawbacks of traditional
policy. Price stability, supervision and regulation concerning separate financial institutes are not
enough to ensure the financial system stability. Unlike classical prudential policy, the
macroprudential approach takes into account the interconnections between financial institutes,
financial cycle, and possible effects of the mutual influence of financial institutions.

In 2009, the Financial Stability Board was established at the international level. In 2010, the
European Systemic Risk Board was established as the entity of the European System of Financial
Supervision at the European Central Bank. The Board is expected to detect financial problems at
their early stages and prevent them, if possible. The coordination of activity of central banks and
regulators of the financial services market contributes to mitigating negative impacts of financial
and banking crises. In 2010, the Basel Committee on Banking Supervision has agreed on Basel III.
In 2013, the Basel Committee on Banking Supervision issued the new Regulation and Directive for
capital requirements, which, among other, introduced the macroprudential instruments. The ESRB
issued recommendations regarding the macroprudential policy implemented in reinforcement of
mandate of central banks for financial stability provision, establishment of high level interagency
councils and committees on financial stability.

The aims, principles, instruments, and implementation of macroprudential policy in Ukraine
can be reviewed in the updated Strategy of macroprudential policy of the National Bank of Ukraine
(NBU) [14]. The Strategy describes in detail the system of macroprudential regulation and the ways
of its application by the NBU in Ukraine.

It should be pointed out that starting from June, 2016, the NBU has started issuing Reports
on financial stability. The reports have become the key publication of the NBU issued on the annual
basis (in June and December). The aim of publication is to inform about the existing and potential
risks that can undermine the stability of financial system of Ukraine. In particular, the annual
Report of 2020 [15] continues highlighting the impact of the current crisis on banking and non-
banking segments of financial sector. Also, the Report includes recommendations for the authorities
and financial institutions on measures to mitigate the risks and enhance the resilience of financial
system to them.

Apart from the familiar ones, the National Bank monitors the range of new indicators of
financial stability. For example, since March, 2020, the official web page of the NBU includes the
index of «Level of Non-Performing Loans (NPL)». The Financial Stress Index (FSI) is another
important indicator of financial stability, which reflects the current level of stress in the financial
sector of Ukraine.

The FSI is calculated as based on 20 indicators grouped under five sub-indices: banking
sector; household behaviour; corporate securities; government securities; and currency market.
Each sub-index is assigned an initial weight according to its volume and effect on the financial
sector of the country. The FSI takes into account the change effect that the correlation between
indices has over time. This allows considering the strengthening of links between economy sectors
under unfavourable conditions, which are capable of aggravating the crisis. The methodology of the
FSI calculation is described in more detail via the link [16].

The FSI represents exclusively the current state of financial sector and does not point out
future risks that may arise in short or long-term perspective. The index ensures more accurate real-
time assessment of the level of stress. In particular, the FSI is useful for timely determination of the
anti-crisis policy of central bank.

However, large quantity of indicators of financial stability slightly disorients the authorities
concerning the objectiveness of conclusions made on their basis. It is necessary to find the
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calculation of such criterion on the basis of previous determination of weight coefficients of
separate factors does not bring expected results because the evaluation of their real impact on the
integrated index of financial stability is lacking. In our opinion, the solution from the taught
situation would be to apply the reduced quantity of main factors that influence the level of the main
index of economy development. The main index is Gross Domestic Product (GDP). However, the
index also has its drawbacks. The European Union Summit expressed their intention to refuse from
assessing the welfare of states worldwide just on the basis of GDP and its growth but opt for
considering the complex of 14 ecological and social criteria. The information is included in the
summary declaration of the informal summit of heads of the European Union states and
governments, which took place in May, 8, 2021, in Portu (Portugal). This refers to implementing
the initiative of the European Trade Union Confederation (ETUC), which has been approved by the
European business associations and the European Union institutes. The ETUC claims that this
method will become the statistical criterion of the new economy, «which puts a person above an
incomey». The trade unions emphasise that GDP and its growth is not the index of population
welfare, because «working people in the EU countries are receiving smaller and smaller share of
GDP even in comparison with the level of 2010».

Consequently, the main index of economy development, which depends on the level of
financial stability, should be the share of real GDP, which is received by able-bodied (working) and
unemployable citizens of the state. As independent factors in the model of adjusted GDP growth, it
is advisable to use indicators that correlate with the main indicator of economy development
(increase of goods and services export, share of main capital accumulation fund in GDP (with pro-
active lag), index of corruption perception, etc.). Implementation of the main indicator of financial
stability will allow increasing the efficiency of taking measures envisaged by the Strategy of
Ukrainian Financial Sector Development until 2025%

Conclusions. The analysis of literary sources shows that the problem of elaborating the
comprehensive state policy on regulatory and legal provision of the financial security at all levels of
economy is significantly important for Ukraine. We are convinced that it is crucial to ensure
development and implementation of the legislative framework that would determine the types of
internal and external threats to the stability of financial activity and the means of counteracting
these threats; the full power and responsibility of state authorities concerning the financial and legal
regulation aimed at warranting order in financial sphere; the mechanism of financial control
organization as the means of preventing financial offences.

The article introduces improvements to the list of modern internal and external threats to the
financial and economic security of the state with respect to the immanent nature of the World Band
and the International Monetary Fund.

It has been emphasized that the new list of indicators and sources of initial information
about the constituent components of financial security should be developed and approved. The
current list was outlined by the Ministry of Economic Development and Trade of Ukraine in the end
of 2013 and does not take into account modern realia. In fact, the current Ministry of Economy of
Ukraine has lost the functions of monitoring and regulating financial stability of the country,
particularly its real economy sector.

Scientific development of the range of problems related to the methodology and legal
regulation of the state security provisioning, as well as the means and methods of preventing and
mitigating the threats, is tightly connected with the development of macroprudential supervision
and regulation under the aegis of the National Bank of Ukraine. The introduction of new indicators
(such as the level of non-performing loans, the financial stress index, and others) is the positive
step. Nonetheless, the large quantity of private indicators interferes the process of elaborating the
set of measures for financial and legal regulation of the financial security level. The article suggests

? Strategy of Ukrainian Financial Sector Development until 2025. URL
https://bank.gov.ua/admin_uploads/article/Strategy FS 2025.pdf?v=4.
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the new methodological approach to the development of the integrated indicator of financial
stability at the macro level.

The research results enable the possibility of improving the mechanism of state financial
security and justifying the system of measures for its reinforcement. Going forward, the subsequent
research aimed at reviewing and improving the current legal framework in the area of financial and
regulatory economic security, as well as developing the new integrated indicator of the financial
security level, is necessary.

Jlitepatypa

1. Iermanens O. 1. DiHaHCOBO-IPaBOBE pEryJiOBaHHsS O€3MEeKH TOCIOJapchKoi IisbHOCTI. Bicnux Xapkiscvkoeo
HayionanvHo2o ynigepcumemy enympiwnix cnpag. 2020. Ne 89 (2). C. 132—142.

2. CrnoBHEK (piHaHCOBO-TIpaBOBUX TepMiHiB /3a pen. JI. K. Boponosa. Kuis : Anepra, 2012. 558 c.

3. Pa6inoBuu I1. M. OcHoBH 3aransHOi Teopii mpaBa Ta gepkaBu. Kuis : Atuka, 2001. 176 c.

4. ObpycHa C. 0., [Tacuauyk K. M., Uy6an B. C. OpranizamiiiHo-nipaBoBi acrexTr hiHaHCOBOI Oe3nekn YkpaiHu. Axmyanvii
npobnemu gimyusznanoi opucnpyoenyii. 2019. Ne 5. C. 99—103.

S. MMixonpkuit B. @., Pucin B. B., Jlio6enko A. M. EdekTuBHICTh ()iHAHCOBOTO KOHTPOIIO Ta JEPXKaBHOIO AyIHTY IUIS

3abe3rcucHHsT  (PIHAHCOBO-CKOHOMIYHOI CTIHKOCTI JiepkaBu. DIiHaHCOB0-KpedumHa OisibHiCmb.: npobiemu meopii i
npaxmuku. 2019. Ne 1 (28). C. 205—215.

6. Rushchyshyn N., Buchko 1., Kostak Z. Public debt of Ukraine: current status and options for its optimization.
Economic Annals-XXI. 2016. Ne 161 (9-10). P. 75—78.

7. Onyshchuk S. V., Onyshchuk I. I., Petroye O., Chernysh R. Financial Stability and its Impact on National Security State:
Organizational and Legal Aspects. International Journal of Economics and Business Administration. 2020. Ne VIII (1).
P. 353—365.

8. Reznik O., Getmanets O., Kovalchuk A., Nastyuk V. Y., Andriichenko N. 2020. Financial security of the state. Journal of
Security and Sustainability. Ne 9 (3). P. 843—852.

9. Uhrovetskyi O. P., Anishchenko O. V., Hubanova I. V. 2021. Economic and Legal Aspects of Ensuring Financial and
Economic Security in the Conditions of Euroeconomic Integration. FCA. Ne 1 (32). P. 394—402.

10. Sharov O. Ukraine-IMF Relations as an Important Factor of the National Economic Security. Journal of European Economy.
2017. Ne 16. 3 (62). P. 315—340.

11. Bbnixap M., Muxaninska H., Bepeckis M., Komapuunpka 1., Kozsp I'. dinancoBa Ge3nexa Aep:kaBu: MKHAPOIHHUNA TOCBi

JOCHIDKEHHS. 1HCTUTYLIOHANBHO-TIPABOBUX MNPUYMH KPU30BHX SBHI B EKOHOMIUi. DiHaHco80-KpeoumHa OifsibHicmb:
npobnemu meopii i npakmuxu. 2021. Ne 2 (37). C. 426—437.

12. Byneyn B. B. CytHicth Ta ponb (iHaHCOBOi Oe3lekd Aep:kaBH B CyYacHHX YMOBaxX (YHKIIOHYyBaHHA. Economics and
Management of National Economy. 2020. Ne I-11 (77—78). P. 30—40.
13. MeroauuHi pekoMeHnamii ImOAO0 pPO3paxyHKy piBHS €KOHOMIUHOI Oe3mexw Ykpainu: 3atB. Hakxasom MiHictepcTBa

€KOHOMIYHOTO PO3BUTKY i Topriii Ykpaiau Big 29.10.2013 Ne 1277. 3axonooascmeo Yrpainu / BepxoBna Pama Ykpainn.
URL: https://zakon.rada.gov.ua/rada/show/v1277731-13/conv#n9 (nata 3Bepuenns: 14.06.2021).

14. Crparerisi MakponpyAeHUiiHoi moiiTuky : 3aTB. pimeHHsM [Ipasninas HBY 14.12.2020 / Hauionanshuii 6ank Ykpainu.
URL : https://bank.gov.ua/admin_uploads/article/Strategy MaP.pdf?v=4.
15. HBY: 3Bir npo ¢inancoBy crabineHicts. I'pyaens 2020 poky. Cxaneno Komiterom 3 ¢inancosoi crabinpHocti 16 TpynHs

2020 poky Tta pimenHsM [IpaBminas HamionamsHoro Gamky Ykpaimm Bim 18 rpymns 2020 poxy Ne 747-pex. URL :
https://bank.gov.ua/ua/news/all/zvit-pro-finansovu-stabilnist-gruden-2020-roku.

16. Filatov V. A New Financial Stress Index for Ukraine. Working Paper No. HEIDWPI15-2020. 2020. URL
https://repository.graduateinstitute.ch/record/298508? ga=2.211742357.126417040.1632907181-1419677078.1632907181.

Cmammio pexomeH0osaro 00 opyky 11.08.2021 © Hacmacsx 1., baix O., 3aays O., Muxaniyeka H., Bepeckns M.
References
1. Hetmanets, O. P. (2020). Finansovo-pravove rehuliuvannia bezpeky hospodarskoi diialnosti [Financial and legal regulation

of security of business activity]. Visnyk Kharkivskoho natsionalnoho universytetu vautrishnikh sprav — Bulletin of Kharkiv
National University of Internal Affair, 89 (2), 132—142. https://doi.org/10.32631/v.2020.2.13 [in Ukrainian].

2. Slovnyk finansovo-pravovykh terminiv [Dictionary of financial and legal terms] (2012). [L. K. Voronova (Ed.)]. Kyiv: Alerta
[in Ukrainian].

3. Rabinovych, P. M. (2001). Osnovy zahalnoi teorii prava ta derzhavy [Fundamentals of general theory of law and state].
Kyiv: Atika [in Ukrainian].

4. Obrusna, S. Yu., Pasynchuk, K. M., & Chuban, V. S. (2019). Orhanizatsiino-pravovi aspekty finansovoi bezpeky Ukrainy

[Organizational and legal aspects of financial security of Ukraine]. Aktualni problemy vitchyznianoi yurysprudentsii —
Topical issues of national jurisprudence, 5, 99—103. https://doi.org/10.15421/391966 [in Ukrainian].

5. Pikhotskyi, V. F., Rysin, V. V., & Liubenko, A. M. (2019). Efektyvnist finansovoho kontroliu ta derzhavnoho audytu dlia
zabezpechennia finansovo-ekonomichnoi stiikosti derzhavy [Efficiency of financial control and public audit to ensure the
financial and economic sustainability of the state]. Finansovo-kredytna diialnist: problemy teorii ta praktyky — Financial
and Credit Activities: Problems of Theory and Practice, 1 (28), 205—215. https://doi.org/10.18371/fcaptp.v1i28.164008 [in

Ukrainian].

6. Rushchyshyn, N., Buchko, I, & Kostak, Z. (2016). Public debt of Ukraine: current status and options for its
optimization. Economic Annals-XXI. 161 (9—-10). 75—78. https://doi.org/10.21003/ea.V161-17.

7. Onyshchuk, S. V., Onyshchuk, I. 1., Petroye, O., & Chernysh, R. (2020). Financial Stability and its Impact on National

Security State: Organizational and Legal Aspects. International. Journal of Economics and Business Administration, VIII (1),
353—365. httns://doi.ore/10.35808/iieba/429.

49 2 ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 4 (39)

10.

11.

12.

13.

14.

15.

16.

Reznik O., Getmanets, O., Kovalchuk, A., Nastyuk, V.Y., & Andriichenko, N. (2020). Financial security of the state. Journal
of Security and Sustainability Issues, 9 (3). 843—=852. https://doi.org/10.9770/js51.2020.9.3(10).

Uhrovetskyi O. P., Anishchenko, O.V., & Hubanova, I.V. (2021). Economic and Legal Aspects of Ensuring Financial and
Economic Security in the Conditions of Euroeconomic Integration. FC4, 1 (32), 394—402.

Sharov, O. (2017). Ukraine-IMF Relations as an Important Factor of the National Economic Security. Journal of European
Economy, 16, 3(62), 315—340. http://dspace.tneu.edu.ua/handle/316497/25181.

Blikhar, M., Mykhalitska, N., Veresklia, M., Komarnytska, 1., & Koziar, G. (2021). Finansova bezpeka derzhavy:
mizhnarodnyi dosvid doslidzhennia instytutsionalno-pravovykh prychyn kryzovykh yavyshch v ekonomitsi [Financial
security of state: international experience of researching institutional and legal causes of crisis phenomena in economy].
Finansovo-kredytna diialnist: problemy teorii i praktyky — Financial and credit activity: problems of theory and practice,
2 (37), 426—437. https://doi.org/10.18371/fcaptp.v2i37.230333 [in Ukrainian].

Vudvud, V. V. (2020). Sutnist ta rol finansovoi bezpeky derzhavy v suchasnykh umovakh funktsionuvannia [Essence and
role of state financial security under current conditions of functioning]. Economics and Management of National Economy,
I—II (77—78), 30—40. http://doi.org/10.34025/2310-8185-2020-1.77-2.78.02 [in Ukrainian].

Verkhovna Rada Ukrainy. (2013). Metodychni rekomendatsii shchodo rozrakhunku rivnia ekonomichnoi bezpeky Ukrainy:
zatv. Nakazom Ministerstva ekonomichnoho rozvytku i torhivli Ukrainy vid 29.10.2013 Ne 1277 [Methodological
recommendations on evaluating the level of economic security of Ukraine : approved by the Ministry of economic
development and trade of Ukraine as of 29.10.2013 No 1277]. Zakonodavstvo Ukrainy — Legislation of Ukraine. Retrieved
from June 14, 2021, https://zakon.rada.gov.ua/rada/show/v1277731-13/conv#n9. [in Ukrainian].

Natsionalnyi bank Ukrainy. (2020). Stratehiia makroprudentsiinoi polityky : zatv. rishenniam Praviinnia NBU 14.12.2020
Strategy of macroprudential policy: approved by decision of the National Bank Board as of 14.12.2020. Retrieved from
https://bank.gov.ua/admin_uploads/article/Strategy MaP.pdf?v=4 [in Ukrainian].

Natsionalnyi bank Ukrainy. (2020). NBU: Zvit pro finansovu stabilnist. Hruden 2020 roku. Skhvaleno Komitetom z
finansovoi stabilnosti 16 hrudnia 2020 roku ta rishenniam Pravlinnia Natsionalnoho banku Ukrainy vid 18 hrudnia 2020
roku Ne 747-rskh [NBU: Financial stability report, December, 2020. Approved by the Financial Stability Committee of the
NBU as of December, 16, 2020, and by the decision of the National Bank Board as of December, 18, 2020. Ne. 747-rsh].
Retrieved from https://bank.gov.ua/ua/news/all/zvit-pro-finansovu-stabilnist-gruden-2020-roku [in Ukrainian].

Filatov, V. (2020). A New Financial Stress Index for Ukraine. Working Paper No. HEIDWPI15-2020. Retrieved from
https://repository.graduateinstitute.ch/record/298508? ga=2.211742357.126417040.1632907181-1419677078.1632907181.

The article is recommended for printing 11.08.2021 © Nastasiak 1., Baik O., Zaiats O., Mykhalitska N., Veresklia M.

ISSN 2306-4994 (print); ISSN 2310-8770 (online) 493



