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ADMINISTRATIVE-LEGAL MECHANISM OF ECONOMIC
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The paper identifies the shortcomings in legal regulation of economic security. An adminis-
trative-legal mechanism to ensure economic security is proposed, its components are described. The
ways to optimize the regulatory field of economic security in Ukraine are identified.
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CUCTEMMU EKOHOMIYHOI BE3IIEKU KPAITHI

Y cmammi eusnaueno nedoaiku npasoeozo pezyilo8amHs eKOHOMIMHOI Oe3neku Kpaiunu.
3anpononosano aominicmpamueHo-npagosuii Mexamizm 3abe3ne4eHHs eKOHOMIuHOI Ge3nexu,
HAOAHO XapaKmepucmuky iozo ckaadosux. Buznaverno wasxu onmumizauii HopmamueHnoz2o nois
eKOHOMIYHOT Oe3nexu 6 Ykpaini.

Karouosi caosa: aominicmpamuero-npasosuii MexaHizm,; exoHomiuna b6esneka; 3aepo3u 6esneui.
Puc. 1. Jlim. 25.
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AIMUWHUCTPATUBHO-ITIPABOBOU MEXAHU3M CUCTEMbI
DKOHOMMNYECKOI BE3OITACHOCTHU CTPAHBI

B cmamue onpede.aenvt Hedocmamiu npagoeozo pezyauposaHust IKOHOMUHECKOU 6e30nacHo-
cmu. Ilpedaoxcen aOMUHUCMPAMUGHO-NPABOGOL MEXAHU3M 06eCneveHUs: IKOHOMUHECKOU
Oesonacrocmu, oxapaxmepuzoeanvl e2o cocmasasiougue. Onpeoeaernvt nymu onMuUMU3A4UU HOP-
MAMUGHO20 NOAS IKOHOMUHMECKOU Gezonachocmu ¢ Ykpaune.

Karouesvie caoea: aOMUHUCMPAMUBHO-NPABOBOL MEXAHU3M, IKOHOMUHECKAS 0e30NACHOCHb,;
Vepo3bl 6e30NaACHOC.

Introduction. Further development of Ukraine and its recognition as an equal
member of geoeconomic and geopolitical associations undoubtedly includes the need
to ensure the sovereignty and independence of the country, because only having these
features the state can be characterized as a self-sufficient and independent subject of
internal and external relations. International cooperation aims to prevent global
crises in various spheres of life, resolve disputes and assist in disaster relief. In some
cases, however, interstate cooperation and integration often generate more conflicts
due to collision of interests. That is why the main function of the state is to protect its
citizens’ needs, welfare, way of life, hence ensuring the national security.

One of the basic components of national security, along with political, informa-
tion and military ones, which ensures the sovereignty and independence of the state,
is economic security as a guarantee of country’s independence and a prerequisite for
stability. Economic security of business entities suggests their economic activity and
development are exclusively held in the legal field, which is formed, regulated and
supervised by legislative and regulatory acts of the state.

There is a two-way relationship between economic security of the state and of
business entities, which channels through administrative sanctions and legal regula-
tion. This relationship provides an assessment of the real state of economic security,
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determines how the existing regulations correspond to the business realities, and
finally, adjust efficiently and in a timely manner with the emergence of new threats in
internal and external environments.

Recent research and publications analysis. Following the position of Z.S. Varnaliy
et al. (2011) the main threat to economic security is the lack of purposeful legal po-
licy on state regulation of economic processes in the context of realization of the pro-
claimed strategies of socioeconomic development of a country.

The law-making process under changing internal and external economic threats
requires a stable but also dynamic legal regulation, which should allow systematic and
purposeful development of legislation in the field of economic security. In turn,
changes in legal regulation, including economic security, still remain fragmentary and
require bringing national legislation in line with international standards.

Over the years, a multifaceted problem of formation of regulatory and legal sup-
port of economic security has been analyzed by well-known scholars and practition-
ers in the field, including M.M. Yermoshenko and K.S. Horiacheva (2010),
M.M. Kochevoi (2014), I.I. Podik and Iu.V. Honcharov (2012), A.I. Prysiazhniuk
(2011), Z.S. Varnalii et al. (2011), O.B. Zhykhor and T.M. Kutsenko (2013) and
others. During the last decade the number of such publications increased dramatical-
ly. However, the effectiveness of such investigations and the practical use of the
obtained results for the formation of administrative mechanism and creation of legal
field for economic security of Ukrainian national economy still remain insufficiently
explored.

The need for indepth study of this issue comes from the strategic focus of foreign
economic policy of Ukraine on the prospective integration into European economic
and social structures in the context of further globalization. Despite significant
achievements in the study of legal protection of economic processes, a wide range of
scientific and practical issues, especially the aspects of the administrative-legal mech-
anism of economic security require further research.

The purpose of this paper is the determination of the contents of the existing leg-
islation on economic security for the formation of administrative-legal mechanism of
economic security and further development of proposals on the regulatory framework
optimization.

Key research findings. Imperfection of national legislation on national econo-
mic security is confirmed by a number of studies. The major shortcomings of the cur-
rent regulatory and legal environment of economic security are the following ones:
ambiguity, incompleteness, instability and inconsistency of standards within the legal
framework; lack of coordination between law makers; absence of an effective system
for legal acts introduction; imperfect legislation, significant gaps in the legal field
(Law of Ukraine, 16.06.2003, # 964-1V).

The issue of state security, especially national security in general and economic
security in particular, is regulated by the Constitution of Ukraine (28.06.1996,
# 254k/96-VR), and also the Law of Ukraine "On National Security of Ukraine"
(19.06.2003, # 964-1V), "On the Fight against Corruption” (05.10.1995, # 356/95-VR),
"On the Principles of Domestic and Foreign Policy" (1.07.2010, # 2411-17) and others.

According to the Law of Ukraine "On National Security of Ukraine" of June 19,
2003 # 9641V, economic security is part of the wider concept of national security of

AKTYAJIbHI NTPOBJIEMUW EKOHOMIKN Ne9(183), 2016



EKOHOMIKA TA YINPABJ1IHHS1 HALJIOHAJIbHUM rocriogAPCTBOM 71

Ukraine, which is provided in accordance with adopted doctrines, strategies, con-
cepts and programs.

The specifics of this concept allows defining the term "legal regulation of eco-
nomic security” as one of the constituent elements of the law, which characterizes the
state influence on economic security by legal means (the rule of law, legal relation-
ship, acts of implementation and application) and other legal effects (legal principles,
law-making activities).

It seems important to pay attention to the main tasks of administrative and legal
economic security, which are the following ones: to forecast possible threats that may
lead to crisis; to conduct crisis management operations in order to bring the country
out of crisis; and, finally, to minimize internal and external threats to the economic
state of the country, in particular to its financial, material, information, human
resources, using a range of measures of economic, legal and institutional character.

Concerning the generalization of scientists’ views on the nature of the mecha-
nisms of administrative-legal regulation of economic security, it should be empha-
sized that there is a wide range of elements: the rule of law; legal regulations, legal
facts and acts of law; legal relationship; rights and responsibilities; subjects and
objects of impact; principles and instruments; management practices; activities
aimed at ensuring economic security, procedures and algorithms of its implementa-
tion; organizational structure and personnel management; appropriate support
(political, legal and information) (Varnalii et al., 2011; Zhykhor and Kutsenko, 2013:
14—17).

In this regard, the most appropriate interpretation is proposed by I.1. Podik and
Iu.V. Honcharov (2012), who state that the mechanism of economic security of
Ukraine should include at least 4 main elements: regulatory framework; functional
mechanism of public authority; system entities; social and political infrastructure.

It is evident that such an approach guarantees an appropriate legal, organiza-
tional and functional unity, embodied in the state-legal mechanism ensuring eco-
nomic security of Ukraine, where the unity of legal basis is provided directly by the
general mechanism and integrated organizational structure.

On the basis of the above observations, we can propose a legal-administrative
mechanism for the system of economic security, which consists of the following units:
the control system, which combines together subject control and object control, as
well as the target subsystem that covers the target and the main results of functioning
and system support (Figure 1).

The main purpose of administrative-legal mechanism of economic security of
the state is to achieve the maximum stability of national economy and create neces-
sary conditions for its further growth, even if there are certain objective and subjective
factors bearing threats. This issue has become increasingly important in the context
of global economic crisis (Zhykhor and Kutsenko, 2013).

The structure of economic security has two levels. The first one is the economic
security of business entities operating within the state. The second level is ensuring
the economic security of business entities operating abroad. However, over the last
years the available legislation does not pay sufficient attention to the second level eco-
nomic security issues and challenges.
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Economic security is the state of defending the vital interests of an individual, society and
state from internal and external threats. Economic security of the individual is a condition of
human life, which provides not only legal and economic protection of its vital interests, but
also the observance of constitutional rights and duties.
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The principles of economic security:

- legality;

- creation of a balance between the interests of individuals, society and the
state;

- mutual responsibility of the individual, society and the state to ensure
economic security;

- compliance with international security standards;

- the rule of law in ensuring economic security;

- timeliness and adequacy of the measures preventing threats and protecting
national economic interests;

- priority to signed agreements in dealing with both internal and external
conflicts of economic nature.

Normative-legal acts, which regulate the key aspects of economic security:
- Constitution of Ukraine.
NE Laws of Ukraine.
- Legal guarantees of international economic security.
- Decrees and Orders of the President of Ukraine.
- Resolutions and Orders of the Cabinet of Ministers of Ukraine.

Formation of the regulatory framework of the economic security system
v

The system of economic security is a set of legislative, executive and judiciary
bodies, government, public and other organizations and associations,
individuals involved in economic security activities in accordance with the
law, and the legislation regulating relations in the field of security. )

Figure 1. Administrative-legal mechanism of the economic security system,
author’s
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The legal framework regulating the economic security of Ukraine is outlined
below:

- The Article 17 Constitution of Ukraine (28.06.1996, # 254k/96-VR), which
points out that "to protect the sovereignty and territorial indivisibility of Ukraine, and
to ensure its economic and informational security are the most important functions
of the State and a matter of concern for all Ukrainian people".

- Laws of Ukraine "On National Security of Ukraine" (19.06.2003, # 964-1V),
"On the National Security and Defense Council of Ukraine" (5.03.1998, # 183/98-
VR), "On Prevention and Counteraction to Legalization (Laundering) of Proceeds
from Crime" (14.10.2014, # 1702-VII), tax and currency legislation; Ukrainian Laws
on privatization (4.03.1992, # 2163-XII), Bankruptcy (30.06.1999, # 784-XIV),
Foreign Economic Activity (16.04.1991, # 959-XII); Criminal (5.04.2001, # 2341-
II1) and Criminal Procedure (13.04.2012, # 4651-VI) Codes, Civil (13.04.2012,
# 4051-VI) and Civil Procedure (18.03.2004, # 1618-1V) Codes, Customs Code of
Ukraine (13.03.2012, # 4495-VI), the Budget Code of Ukraine (8.07.2010, # 2456-
VI), the Economic Code of Ukraine (16.01.2013, # 436-1V) etc., that are directly
related to regulation of relations in economic sphere.

- Decrees and Orders of the President of Ukraine.

- Resolutions and Orders of the Cabinet of Ministers of Ukraine.

Considering the structure of the proposed mechanism, all possible threats to
economic security can be grouped into the following blocks:

1. Growth of property, financial and material differentiation of population,
increasing poverty, leading to destabilization and social disorder.

2. Deformation of the structure of Ukraine’s national economy due to the fol-
lowing reasons:

- the growth of fuel and raw materials orientation of the national economy;

- reduced effectiveness, destruction of technological unity of scientific research
and development, degradatiom of scientific-technical and military-technical poten-
tial;

- inflow of foreign companies into the domestic consumer market;

- increasing external debt, and the corresponding increase of budget expendi-
tures for its repayment (Podik and Honcharov, 2012).

3. Strengthening the uneven socioeconomic development of regions, caused by
the objective differences in the level of their socioeconomic development. The exis-
tence of depression and crisis signs and economically depressed arcas on the back-
ground of structural changes in industrial production, accompanied by a sharp
decrease in the share of manufacturing.

4. Criminalization of the society and of economic activities. The main factors of
this threat are the following:

- close relationship between state authorities and organized crime, real chances
for criminal organizations to get access to the management of a certain part of social
production and their intrusion in the work of different government bodies;

- reduction of state control in many fields of activity, which results in the expan-
sion of criminal organizations at the domestic financial market, in the fields of priva-
tization and export-import operations etc.
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As a result, the supportive element of the proposed mechanism should contain
scientific-methodical, information, organizational, legal and financial elements
(Prysiazhniuk, 2011).

The most significant element of this mechanism is the set of administrative and
economic instruments to manage economic security, which should be divided into 3
levels: national, regional and that of an enterprise.

In addition, direct economic instruments at the regional level include: public
procurement, subsidies, targeted funding, while the instruments of indirect impact
are the following: tax rates, tax exemptions; monetary instruments (the discount rate
of the National Bank of Ukraine, reserve requirements, leasing, credit facilities, oper-
ations of public institutions at the securities market); currency instruments (exchange
rate); customs instruments (tariffs mostly); investment tools (depreciation rates, go-
vernment guarantees to investors).

At the level of individual business entities we consider it appropriate to define the
following administrative and economic instruments: diagnostics, control, planning,
regulation, financial incentives etc. (Zhykhor and Kutsenko, 2013).

Legal maintenance of economic security should consist of two broad areas: pro-
tection measures minimizing the influence of factors affecting national economy and
carrying out offensive actions to protect proactively economic interests.

Considering the results of the investigation of the contents and structure of
administrative-legal mechanism of national economic security, we can draw the fol-
lowing conclusions:

- the proposed mechanism involves two interrelated subsystems (the subsystem
of social relations and the subsystem of the mechanism structure), which together
form this mechanism,;

- the described mechanism contributes to the implementation of state authori-
ty and functions of enterprises, institutions, organizations and associations in the
field of economic security and can be described as a holistic, systematically organized
instrument of influence on the economic sphere, in which the object of impact is not
only legal relations within national economy ensuring its security, but also individual
rights and freedoms, material and spiritual values of society, constitutional order, so-
vereignty and territorial integrity;

- the contents and the main features of this mechanism are formed under the
influence of specifics of economic functions of the state and individual subjects of
economic security (organizations, public and other associations, which have rights
and responsibilities to ensure economic security under current legislation).

On the basis of the above observations, it can be concluded that improving the
efficiency of this mechanism can be accomplished only by means of further improve-
ment of its subsystems (blocks) and the elements within them. This applies particu-
larly to the improvement of social relations order, better administrative and legal re-
gulation of activities of the authorized bodies of power.

That is why further research concerning the improvement of administrative-legal
mechanism of economic security should be aimed at clarifying legal and administra-
tive modalities that are part of this mechanism, as well as at the determination of spe-
cific features of its application in relation to certain directions of the implementation
of the economic functions of the state (i.e. objects of economic security) and the
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establishment of the role of the subjects of economic security in the implementation
of these activities.
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