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THEORETICAL AND CONCEPTUAL BASIS OF BUDGET SECURITY:
REGIONAL AND LOCAL DIMENSION
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Abstract. In current conditions, budget security is one of the essential components of financial
security. The budget is the leading financial plan of the state and reflects most of the economic
processes in the country; it also redistributes and accumulates revenues, provides financing of vital
costs. Proper use of the budget as a financial basis for state regulation of a market economy should
ensure the rule of economic and social processes in the interests of society to create conditions for
the economic development of the country. On the one hand, and Budget security reflects the
regularities of the functioning of the budget as an objective reality and, on the other hand, the
subjective manifestations of human activity that find their expression in fiscal policy.

The article aims to substantiate budget security's theoretical and conceptual basis at the
regional and local levels.

The article examines the theoretical essence of budget security at the regional and local levels.
First, scientific approaches to the definition of "budget security”" are generalized. Second, budget
risks are considered, which under the influence of certain factors can be transformed into threats to
budget security (discrete control; insolvency of taxpayers; political, military actions; destabilization
of the financial sector of the region/communities; imbalance of revenues and expenditures;
structure of revenues and expenses; external dependence violation of the stability of payments,
debt growth (internal/external), stochastic errors, corrupt growth of the shadow sector, irrational
budgeting). Third, the theoretical conceptualization of the concept of "threat", their essence and
characteristics are substantiated. Fourth, understanding the nature of the concept of "budget risk"
and "threat to budget security” is investigated. Finally, the functions and tasks that the budget
security of territories should perform in the conditions of increasing financial and economic
instability are considered.

Coverage of the theoretical and conceptual basis of budget security of regions and
communities, specification of existing and potential factors and risks of budget security, functions
and tasks of budget security will minimize and neutralize various aspects and threats in budget
security and increase budget security at regional and local levels and achieve important strategic
guidelines.

Keywords: Budget security, budget risk, factors of budget security, financial security, national
security, economic security.
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1. INTRODUCTION

An essential prerequisite for economic growth, and thus for the development of regions and
communities, is the strengthening of budget security and the predictability of its long-term
sustainability. Excessive attention to the budget security of areas and neighbourhoods of Ukraine in
recent years is in the field of view of domestic scientists and practitioners because the COVID-19
pandemic challenged regions and communities, exacerbated several risks of their sustainable progress.
Further development will depend not only on the near future but also on the distant future. Of course,
the burden of quarantine restrictions negatively affected and modified the implementation of public
policy (including financial and budgetary), negatively affected economic activity in virtually all sectors
of the domestic economy, and thus made it impossible to form a sufficient financial basis for
government and local self-government and, accordingly, their ability to exercise their powers and
implement development strategies.

Under such conditions, systemic or local financial and economic crises actualize both scientific and
practical interest in change, followed by identifying possible ways to revitalize the economy of regions
and local communities and consolidate positive trends.

Taken together, this requires a unique approach to identifying and countering threats to the budget
security of territories.

2. THEORETICAL BACKGROUND

Due to its socio-economic significance, the outlined topic focuses on the scientific research of
economic and financial science representatives. Thus, the theoretical and conceptual basis of budget
security as outlined in the field of study of both domestic and foreign scientists, namely:
O. Baranovskyi [2], O. Vyshnevska, M. Yermoshenko, N. Kravchuk, V. Martyniuk, O. Pidkhomnyi,
N. Prokopenko [1], A. Sukhorukov, V. Fedosov, O. Khrystenko, S. Yurii. Despite significant
developments, theoretical aspects of budget security at the regional or local level have not been
adequately presented and need further discussion. Although the concept of "security," at first glance,
seems relatively straightforward and easy to define, it has a wide range of meanings. O. Baranovski
notes that budget security is a state of ensuring the solvency (level of budget potential) of the state to
perform its functions, taking into account the balance of revenues and expenditures of state and local
budgets and the feasibility, legality, and efficiency of budget funds at all levels [3].

According to Z. Varnalii and A. Sukhorukova, budget security is the ability of the budget system to
ensure the financial independence of the state and its effective use of budget funds in the performance
of social protection, public administration and international activities, financing of science, education,
culture and security, health, national security, and defense, implementation of investment and
environmental policies.

Interesting is the opinion of domestic scientists. A. Amosha, E. Buleev and N. Prokopenko, who
define security as a social category, i.e., security in the main spheres of society (political, economic,
socio-domestic, socio-cultural, and social -environmental). "In the scientific works of these researchers,
security is identified with inviolability, stability. Security is perceived not only as a state of the social
system in which it can function properly and most fully meet the needs of society. In this interpretation,
security aims to address the following tasks: dangers, threats, and risks, neutralization of actual and
potential threats, providing conditions of protection, i.e., offers active orientation of subjects on
maintenance of the safety" [1].

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The article aims to substantiate budget securities and conceptual basis at the regional and local
levels. The object of research in this article is budget security as a prerequisite for implementing
effective regional financial and economic policy to achieve critical strategic guidelines. The
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methodological basis of the study is the theoretical foundations of budget security of the state as a vital

component of financial and economic security.

4. RESULTS AND DISCUSSION

The issue of budget security research, in the vast majority, is the subject of scientific research by

researchers at the level of enterprises, households or the state. However, at the regional or local level,

scientific research has not become comprehensive and requires additional discussion. In addition,

increasing attention to the problems of budget security of regions and territorial communities in

Ukraine is due not only to the dynamics of social processes but also to changes in conceptual

approaches to the concept of "budget security" and lack of a unified vision of understanding its essence

(Tab. 1).

The meaning of the concept

Author

Budget security - the ability of the state, with the help of the budget, to perform its functions
and tasks, as well as to meet the needs of taxpayers and recipients budget funds, taking into
account individual, corporate and public interests.

O. Kolisnyk [9]

Budget security is a state of ensuring the state's solvency, taking into account the balance of
revenues and expenditures of state and local budgets and the efficiency of budget funds.

O. Horalko [8]

Budget security - the state of protection of the budget system and all its elements from
internal and external threats, which ensures the ability of the state to finance the
implementation of its functions by national interests.

V. Dets [7]

Budget security is a state of ensuring the state's solvency (level of budget potential) of the
state to perform its functions, taking into account the balance of revenues and expenditures
of state and local budgets and the feasibility, legality and efficiency of budget funds at all
levels.

O. Baranovskyi [2]

Budget security is the ability of the budget system to ensure the solvency of the state while
balancing revenues and expenditures and the effective use of budget funds in the process of
state regulation of economic development, implementation of social policy, and maintenance
of public administration, national security and defense.

V. Ospishchev [13]

Budget security - the state of protection of the budget system, centralized and decentralized
funds of the state and local governments, which allows in any economic development
conditions to adequately respond to internal and external threats while ensuring sustainable
socio-economic development of the state, regions and municipalities. protection of economic
interests of the individual, society and the state.

Maksymov Yu. A.
[12]

Budget security is the ability of the budget system to ensure the financial independence of
the state and its effective use of budget funds in performing the functions of social
protection, public administration and international activities.

O. Demenok [6]

Budget security - the ability of the budget system of the country to ensure financial
independence through the rational use of budget funds.

N. Bohomolova [5]

In a broad sense, it is a state of protection of vital interests of the financial system of the state
and regions from internal and external threats in budgetary and tax activities and related
relations. In a narrow sense, it is the achievement and maintenance of a stable, balanced in
terms of revenues and expenditures, state and consolidated budgets, the ability of the budget
system to meet the needs of financial resources through tax and other revenues to budgets at
various levels.

N. Boboshko [4]

Budget security is the ability of public authorities and local governments to provide funding
through the budgets of all levels of the complete set of powers assigned to them to
implement the rights of citizens guaranteed by the Constitution in the long run under the
destabilizing influence of various factors (threats).

M. Stavnycha [14]

Tab. 1. The essence and differences of the concept of "budget security”.
* Source: compiled by the authors on the basis of these sources
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Understanding budget security, on the one hand, as an essential dominant of territorial
development, and on the other - as a criterion for the effectiveness of their fiscal policy, we must agree
that this concept, "absorbing the characteristics of political and economic directions, has a dual nature:
can be considered as a set of organizational and legal relations, and as an indicator of the development
of the budget system and the efficiency of the budget process, a criterion for evaluating budget
policy [9].

Researching from the standpoint of regional and local dimensions, tend to believe that the essence
of budget security is revealed by the ability of government or local government to ensure the stability
of the budget system (threats and challenges), the maximum degree of balance of local budgets,
neutralize external and internal threats. and the use of budget funds to ensure the sustainable
development of territories. In other words, the budgetary security of the regions is manifested in the
peculiarities of government and local self-government to ensure the sustainability of economic and
social development; neutralize the action of external and internal factors; to prevent financial
irregularities at all stages of the budget process, and most importantly - to implement a budget policy
that will focus on ensuring the implementation of strategic development goals of a particular region or
territorial community, strengthening their competitiveness and investment attractiveness.

The importance of budget security is challenging to overestimate because it depends on it to
guarantee resident's constitutional rights, including education, health care, physical security and more.
There is also an understanding that strengthening the budgetary security of territories is the key to
balanced economic growth, ensuring high living standards and welfare.

The study of problems related to the identification and construction of an effective system for
counteracting the negative impact of threats to budget security of regions and communities is closely
related to the title of budget risks that under certain factors can be transformed into threats to budget
security (Fig. 1).

Thus, the most common risks of budget security that occur at the regional or local level include the
risk of discrete control, the essence of which is to differentiate in time the stages of budget planning and
implementation, which complicates the rapid determination of the effectiveness of these stages of the
budget process. The level of risk is reduced if the maximum possible approach of the planning moment
to the reporting moment is reached, for example, a quarterly breakdown of planned budget indicators
[11, p. 138-141]; the risk of insolvency of taxpayers to local budgets, which is manifested in the
deterioration of the financial condition of registered taxpayers in the region (which in turn may be a
consequence of the financial and economic crisis); the risk of mismatch of terms of revenues and
expenditures to local budgets, which leads to temporary gaps between the filling of budget funds and
their use; income/expense structure risk associated with the dominance of a significant proportion of
similar revenues (or priority expenditures); the risk of external dependence is manifested in the low
capacity of the territories to generate their incomes.

Theoretical calculations of the essence of budgetary security of territories will not be completed if
we do not touch on the theoretical conceptualization of the concept of "threat", the essential
characteristics of which reveal the following provisions [11, p. 138-141]:

- destructive, destabilizing nature - one of the main characteristics of the concept: the threat has a
negative impact, leads to undesirable changes, disrupts the normal state of the economic system, its
stability and development, can lead to its termination;

- dynamism - if we consider the threat not only as a phenomenon but also as a specific process or
action of third parties, it becomes evident that its destructive nature can not be static; it is constantly
changing either in the direction of increase or in the order of weakening its negative impact, which,
determines the different level of security, its presence or absence at specific times;

- uncertainty about the nature of the impact over time - the very concept of "threat" does not
reflect whether actual or potential is a particular phenomenon (process, event, etc.), threat - is either the
possibility or certainty of this phenomenon (process, event) and therefore to specify the nature and
options of influence in time should use the concepts of "real threat" and "potential threat";
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Factors influencing budget security

* Pandemic, hostilities, financial and economic instability;
* monetary and non-monetary, inflation;
¢ predictability of MB revenues and their expenditures;

v * degree of MB balance;
ot ¢ the quality of the regulatory framework and the degree of regulation of the budget process;
: e transparency of the budget process, control over the spending of budget funds and
c compliance with the budget process procedure;
v * volumes of state investments;
o0 * tax benefits for economic entities;

* coordination of interests: state-regions-communities-residents.

Risks of strengthening budget security

e discreteness of control;

* ¢ insolvency of taxpayers;

e e political, military actions;

e o destabilization of the financial sector of the region/community economy;
"?: ® ¢ violation of the balance of income and expenditure;
E e e structure of revenues and expenditures;
‘; e ¢ external dependence;
) e ¢ violation of the stability of revenues;
é e ¢ debt growth (internal / external)

e o stochastic error;
e o corruption, increasing the level of the shadow sector;
e e irrational budgeting.

Internal

External Revenues Budget security of regions / territorial communities
/ Expenditures .

At all stages of the
budget process

Budget security

system

Financial security

BB in the national security

Economic security (investment, monetary, foreign financial)
National security
Fig. 1. Budget security of regions and communities: factors and risks.
* Source: compiled by the authors
- potential impact - in the interpretation of the concept of "security" clearly defined nature of

destructive impact - potential, i.e. threat - is something that will negatively affect in the future, and
therefore even if it is a real threat, it means that there is a particular phenomenon (process, action) that
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will lead to negative consequences in the future; if we are talking about a potential threat, it means that
a specific destructive phenomenon may or may not occur; in the event of a threat, it will become real,
which in turn will lead to negative consequences.

In the scientific and expert environment, depending on the level of management that will apply
countermeasures (or neutralization of threats), it is customary to distinguish between external and
internal threats; by the duration of exposure - permanent, long-term, temporary; depending on the
ability to predict - predicted, unpredictable and difficult to predict [11, p. 138-141].

In the context of this study, we believe there is a need to detail and generalize approaches to
understanding the essence of "budgetary risks" and "threats to budget security". The fact is that in an
unstable economy (as we now see), risk assessment and threat assessment is of archival importance in
management decisions, whether at the regional or local level (which will be discussed below).

They tend to believe that "risks" and "threats" are not synonymous (although in the scientific
literature, such an opinion also exists) because a) risk is the probability of an event that can have both
positive and negative impacts on the budget system, while the threat is a clearly defined negative
impact on the subject (or a factor that leads to the deformation of the budget system); b) if the risks can
be assessed quantitatively, then the threats - only qualitatively (because you can only assess the losses
from the threat to determine the level of danger) by the severity of the consequences; c) in contrast to
threats that are uncontrolled by socio-economic systems, risks can be managed.

In conditions of increasing financial and economic instability, it makes sense to talk about the
functions and tasks that should be performed by the budgetary security of the territories (Table 2).

Functions Task

— to monitor budget indicators of formation and implementation of
budget policy of territories;

— identify the factors that pose a threat to the budget system of regions,
systematize them and, if possible, assess the strength of the impact;

— develop anti-crisis measures to manage risks or minimize threats
(consequences) and clarify the list of strategic and tactical goals of
budget management;

Preventing the intensification of
crisis phenomena, their
neutralization, and thus
strengthening the controllability of
the socio-economic situation in the
region or territorial community

— to monitor budget indicators of formation and implementation of
Stabilization of the budget system of | budget policy of territories;

territories, forecasting and crisis |- develop measures to strengthen budget security;

prevention — to forecast the state of budget security taking into account stabilization
measures;

— to monitor budget indicators of formation and implementation of
Sustainable development of the | budget policy of territories;

budget system, improvement of the |~ identify potential threats, assess the strength of the impact and possible
budget process, immediate | violations of the sustainable state of budget security;

neutralization of risk factors — develop measures to develop the budget system and strengthen budget
security in the long run.

Tab. 2. Functions and tasks of budgetary security of regions and communities.
* Source: compiled by the authors

Based on the study, we can conclude that today the development of budget security of regions and
communities plays an important role. In addition, the priority role of budget security in the financial
security of the state is determined by the objective necessity of the budget, its purpose of ensuring the
state's functions financially and implementation of its economic strategy, redistribute part of gross
domestic product, regulate economic and social processes in the state economic sovereignty and
stability. Therefore, ensuring budget security is among the critical tasks of the state in implementing its
strategic socio-economic priorities.
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5. CONCLUSIONS

Summarizing the theoretical foundations of budget security of territories, we add that determine its
(budget security) set of conditions under which the protection of financial and economic interests of
parts and the maintenance of budget parameters within the norms. Due to this, the economy of regions
and communities retains the ability to meet the needs of residents, generate innovative changes and
competitive advantages.

The study makes it possible to outline the primary theoretical and conceptual basis of budget
security in the region. Accordingly, the formation of economic security of the area should take place: a)
comprehensively and taking into account all aspects of a regional policy; b) systematically, taking into
account all relationships; c) variably, i.e., with the justification of some options for neutralization or
elimination of threats, with the definition of potential risk.

Thus, the excessive relevance and logical incompleteness of research in the outlined plane require
further scientific research, which will provide a deeper understanding of the problems of strengthening
budget security, taking into account the strategic directions of the development of territories.
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Bosusk I'aanna, Kavoba Tapac. Teopernko-koHIenTyaasHui 6asmuc 0104keTHOI Oesrekn: perioHaAbHMUI i
A0KaAbHUI BUMip. 2Kyprar Ipuxapnamcokozo ynisepcumemy imeri Bacuasa Cmepanuxa, 8 (3) (2021), 60-67.

B cyyacHmnx ymosax 6104keTHa Oe3ITeKa € OAHI€IO 3 BaXKAUBUX CKAa40BUX (iHaHCOBOI Oe3ITeKM, OCKiAbKI
OI04>KeT € OCHOBHUM (PiHAaHCOBUM II1aHOM Jep>KaBl i BigoOpaska€ 0iapicTh (piHaHCOBUX IIPOLIeCiB B KpaiHi,
TaKOX BiH IlepepOo3IIoAilsie Ta aKyMyAIO€ 40X0aM, 3a0e3redye piHaHCYBaHHS >KUTTEBO HEOOXiAHMX BUTpaAT.
IIpasuapHe BUKOpUCTaHHA OIOAXeTy 5K (iHaHCOBOI a3y Aep>KaBHOTO peryAIOBaHH: PMHKOBOI €KOHOMIKI
IIOBMHHO 3abe3IledyBaTl peryAloBaHHS €KOHOMIUHMX i COIliaAbHMX IIPOIleCiB B iHTepecax CyCIIiABCTBa,
CTBOpPIOBAaTHU ITepeAyMOBM AAsl €KOHOMIUHOTO PO3BUTKY KpaiHu. brogxeTHa Oeslieka BigoOpaska€ 3 O4HOTO
OOKy 3aKOHOMIpHOCTi (PYHKITIOHyBaHHS OIOAXKeTy sK 00’€KTMBHOI peaAbHOCTi, a 3 iHIIOro cy0 €KTuBHI
MPOSIBU AIOACHKOI AifABHOCTI IO 3HAXOAATD CBill BUpa3 y OI0AKeTHil MOAITUIIi.

Metoro crarTi € OOIpYHTYBaHHS TeOPEeTHMKO-KOHIIeNITyadbHOTO Oasucy O1o4KeTHOiI Oesleku Ha
perioHaabHOMY Ta MiCIIeBOMY PiBHIIX.

Y crarri gocaiA’keHO TeopeTMuHy CyTHICTh OIOAKeTHOI Oe3IleKM Ha perioHaAbHOMY Ta MiCIIEBOMY
piBHsX. Y3araapHeHO HayKOBi iAX0AM 40 BU3HaUYeHH: IOHATTA "0I0AXKeTHa Oesnekxa”. PosrasaHyTo 0104 KeTHi
pU3UKY, SKi M4 AI€I0 II€BHMX UMHHUKIB MOXYTh TpaHcOpMyBaTHCh B 3arposu OroaxeTHiln Oesmerni
(AMCKpeTHICTh KOHTPOAIO; HEIAATOCIIPOMOXHICTh IAaTHMKIB IIOJATKiB; IIOAITMYHi, BOEHHI Ail;
Aectabiaizanis piHaHCOBOrO CEKTOPY €KOHOMIKM peTioHy /TpoMag; IOpYIIeHH: 0alaHCy AOXOAiB i BUAATKiB;
CTPYKTypa AOXOAIB i BUMAATKIiB; 30BHIIlIHA 3a4€KHICTh; IOPYIIeHHs CTabiAbHOCTI HaAXOAKeHb; 3POCTaHHs
Oopry (BHYTpilIHbOIO/30BHIIIIHBOTO); CTOXaCTMYHi IIOMIAKM; KOPYIILiiiHe 3pOCTaHHS pPiBHA TiHBOBOTO
CeKTOpy; HepallioHaabHe (popMyBaHHs 0104keTy). OOIPYHTOBaHO TeOpeTHYHa KOHIINTyaAi3allisl MOHATTS
"3arpo3u”, iX CyTHICTh Ta XapaKTepucTuKu. JocAigXKeHO pO3yMiHHS CyTHOCTI IIOHATTS "OI04XeTHUIT pU3uK"
i "sarposa Or0axetHii Gesneni”. PosrasayTro ¢yHKOil Ta 3aBAaHH:A, SIKi IOBMHHA BMKOHYBAaTU OIOA>KeTHa
OesIleKa TepUTOPili B yMOBax ITOcuAeHH: (HiHaHCOBO-eKOHOMIUHOI HeCcTabiAbHOCT].

BucsitaeHHst TeOpeTMKO-KOHIIeNTyaAbHOro Oasucy 0O1o4xeTHOi Oeslleku perioHiB i  Tpomag,
KOHKpeTH3allisl HasBHUX i ITOTEHLINIHIX YMHHUKIB Ta pU3UKiB OI0A>KeTHiN Oesmewi, QyHKIi Ta 3aBJaHb
O104>keTHOI OesIeky JacTh MOXKAMBICTbL MiHiMizamii Ta HelTpaaizamil pisHMX YMHHMKIB Ta PU3MKIB B
O104>KeTHil Oeaterti, i 403BOANTD MiABUIINTY piBeHDb OI0AKeTHOI Oe3IleKky Ha perioHaAbHOMY Ta MiCI[eBOMY
PiBHSIX Ta AOCATTU BaXKAMBUX CTPATEriYHMX OPi€HTUPIB.

KarouoBi caoBa: 610a>keTHa Oe3leKka, OIOAKeTHMII PU3MK, YMHHUKM OIOAKeTHOI Oesreky, piHaHCOBa
Oesreka, HalijoHaAbHa Oe3IleKa, eKOHOMIUHa Oe3IIeKa.



