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BUDGET ISSUES OF STATE ECONOMIC SECURITY

The article investigates the role of economic security in the budget sector within the system of
state economic security. The definition of "economic security in the budget sector " phenomenon was
logically analyzed; the notions of absolute and relative economic security in the budget sector were
distinguished; the element structure of categories has been indentified.
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BIO/LKETHI ACIIEKTY EKOHOMIYHOI BE3IIEKU JTEP2KABU

Y ecmammi docaioxncerno micue i poav exonomiunoi Genexu 6 6r00xncemuiii cgpepi 6 cucmemi
eKoHOMIuHOT Oe3nexu depycasu. 30ilicHeHo A02iMHWI AHAAI3 BU3HAYECHHS NOHAMMSA «CKOHOMIYHA
Oesnexa 0100xucemnoi cghepu», po3meinco8ano nNOHamMms <«abcoalomua i 6iOHOCHA eKOHOMIHA
Oe3nexa 6 0r003cemHiti cpepi» i GUABACHO eAeMEeHMHY CIMPYKMYDY Kame2opiil.
Karouosi caosa: exonmomivyna 6Oe3nexa 6ro0xcemroi cgepu, 6i0HOCHA eKoHOMIuHa Oe3nexa
o100xcemnoi cghepu, abcoaromua ekoHomivHa Oesnexa 0w0xucemuoi cehepu, 6rodxncemua
Hebe3nexa, 3aeposu.
Puc. 2. Jlim. 11.

Baagumup U. Kpouienko .
BIO/IZKETHBIE ACITEKTbl D KOHOMMNYECKOU
BE3OIIACHOCTU I'OCYIAPCTBA

B cmamve uccaedosanvt mecmo u poav 3x0HoMumeckoli 6e3onacrocmu é 6r00xcemnoli chepe
6 cucmeme 3KoHOMUMECKOU Oezonacnocmu 2ocyoapcmea. Ilpoeeden aoeuueckuii anaaus
onpedenenust NOHAMUA <«IKOHOMUYecKas Oe3onacnocmy 6100xcemnoii chepovr», pazoeaenvt
HOHAMUSL «AOCOAIOMHAS U OMHOCUMEAbHAsL IKOHOMUMECKAs (e30nacHocmy 6 01o0xcemmoi
cghepe» u onpedenena I1emMeHmHaAsL CMPYKMYpPa Kamezopui.
Karueevie caoea: sxonomuueckas 0OezonacHocmv 0100XcemHOU cpepbl, OMHOCUMENbHAS
IKOHOMUYECKasl 0e30naAcHOCMb 0100XcemHOIL cghepbl, abCoNOMHASI FIKOHOMUUECKds: 0e30NACHOCTb
01002cemHoil cgheput, 61002CeMHAs ONACHOCMb, YePO3bl.

Introduction. Budget constituent is of paramount importance in state economic
security. It is stipulated by the role of state and local finances: budget is the material
basis for an activity. There are no other monetary funds being able to perform the
budget functions. Budget indices are the key ones in the evaluation of the general
state of national economy; expending profits and increasing cost efficiency are the
consequences of successful state development. Therefore, budget issues of economic
security refer to the financial sector that require special attention.

The investigation of importance, role and place of economic security in the
budget sector of national security made the disintegrating processes of a theory to
become an adequate response to the investigation system of economic security prob-
lems. Financial constituent of economic security has become one of the key direc-
tions of economic science development, since the financial system development is
rather problematic; and it is the financial system being the key factor of economic
threats to security. The constructive character of simultaneous consideration of all
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financial security aspects is impossible for the reasons of their diversity. Profound
investigations within certain areas of financial security stipulated new theory direc-
tions; economic security in the budget area is among them.

Latest research and publications analysis. Economic security in finance and
budgeting was investigated by O.I. Baranovskyi (1999), M.M. Yermoshenko (2001),
V.I. Muntiian (1999) and others. However, the budget aspects of state economic secu-
rity in contemporary science are not considered directly, within wider directions, as a
rule, (i.e. national security, state finance etc.) being the consequence of insufficient
research of certain categories; that stipulated the topicality and objective need for fur-
ther consideration of budget aspects within the state economic security.

The object of the research is the economic security of the budget sector.

The goal of the article is to determine the peculiarities of economic security of
budgeting within the system of state economic security.

The methods for the research are the abstract and comparative analyses.

Key research findings. Considering the budget aspects of state economic securi-
ty we should mention the lack of the term "economic security in the budget sector" in
academic literature and regulatory sources; however, the identical concept of "budg-
et security” has been introduced for scientific use without its precise and comprehen-
sive definition. It is stipulated by the fact that the term of "budget security” has
entered the concept-category toolkit of economic science quite recently, being little
known in the context of security. Therefore, to form the concept definition of "eco-
nomic security in the budget sector" we should consider the concept-category toolk-
it of budget security.

Interpreting the issues of financial security, M.M. Yermoshenko (2001) points
out to the direct dependence between the state finance security level and the imple-
mentation status of the state and consolidated budget (Baranovskyi, 1999: 166), thus,
stressing the importance of budget security. V.I. Muntian (1999) considers the budg-
et to be an important tool of state management of socioeconomic processes; and its
imbalance is the main destabilizing factor of the financial crisis. V. Shlemko and
I. Binko (1997) stress the importance of budget in state development, too.

These facts indicate the importance of budget security for socioeconomic devel-
opment of a state. The generalized approaches to the notion definition of "budget
security” should be considered in this direction.

The notion of budget security is defined on the official level in the Methods of
calculating the Ukraine's economic security level by the Ministry of Economic
Development and Trade of Ukraine, in particular, where its content is discovered as
a status of providing the state solvency according to the income and expenditures bal-
ance of the state and local budgets and the efficiency of the budget funds use
(Shlemko and Binko, 1997).

Based on the research results, O.I. Baranovskyi (2004) concludes that this cate-
gory characterizes the status of providing the state solvency (budget potential level) as
to the implementation of its functions considering the income and expenditures bal-
ance of the state and local budgets, and expediency, lawfulness and efficiency of
budget fund use at all levels paying attention to the importance of ensuring the nor-
mal functioning of the state.
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Referring to the theoretical and methodological fundamentals of budget securi-
ty, the works of A.I. Suhorukov (2005) should be distinguished, since he interprets the
budget security as the ability of budget system to secure financial independence of a
state and efficient use of budget funds while implementing the functions of social pro-
tection; state management and international activity; financing of science, educa-
tion, culture and healthcare; providing the national security and defense; implemen-
tation of investment and ecological policies; stressing the determining role of budget
system in state development.

The interpretation of essential characteristics of budget security by
V.I. Ospishcheva (2008) consists in the ability of budget system to provide the state
solvency while balancing income and expenditures and efficient use of budget funds,
implementing the functions of state regulation of economic development, the real-
ization of social policy, as well as the maintenance of governance and the national
security insurance.

In general, the state budget security is based on budget size, GDP distribution
level through budget, budget deficit size, character and level, its financing methods,
budget financing volumes, budget creation process, timely adoption and the charac-
ter of cash budget execution and the budget discipline level.

The level of state budget security is considered to be inversely proportional to the
magnitude of the budget deficit. Herewith, the deficit is one of the most important
factors that might be a threat for not only the budget but the state finance security in
general. After Ukraine has started cooperation with the IMF and the International
Reconstruction and Development Bank, the state budget deficit became fixed offi-
cially and in such a form as in most countries, where the sources of its covering are
determined (Piskunova, 2008).

Below are the shortcomings of these definitions:

- Budget system is the object of security in these definitions. We argue that the
consideration of budget security as the security of only the budget system restricts the
problem study by making it rather static and does not deal with the threats for budg-
et mechanism and process during their realization and the relations between the items
of the budget system. As a result, a number of phenomena leading to destructive
processes in budgeting is excluded unreasonably.

- The properties of budget system like balance, efficiency, high level of assets lig-
uidity, the availability of cash and currency reserves etc. are the components of budget
security. This hard restriction of the characteristic features of the system secure status
does not promote the objective character of the definition. Moreover, a surplus (a fea-
ture of an unbalanced budget) is known to have positive influence on the increase of
budget stability in certain cases; and excess "conservation" of funds in the form of infi-
nite expansion of reserves will have a negative effect on the whole economy. We con-
sider that a number of other more significant properties can be highlighted.

- Inthe definitions there is a list of goals to be achieved in the cases of real avail-
ability of budget security properties, such as: efficient use of budget funds at all levels;
efficient state management and the protection of economic interests, the insurance of
solvency, economic stability, steady economic growth, and meeting the social needs.
It is the efficient management that would protect economic interests, economic sta-
bility, steady economic growth and meeting the social needs.
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A number of questions follow the above mentioned facts: What does the term
"economic security in the budget sector" mean? What are its object and subject? What
are the characteristic features if this phenomenon? What is the way to achieve the
budget security?

Thus, we consider economic security in budgeting to be a status of the budget
system and the budget process that ensures the maintenance of personal, societal and
state interests in the budget area without real threats and with timely predicting and
decreasing potential threats.

The definition is focused on the two aspects of security:

- the realization of interests is the primary task of any security system (in other
case it loses the sense of organization and functioning);

- the lack of threats is the main condition of security.

Economic security in budgeting is obviously a guide in solving the issues of
increasing steadiness and reliability of the budget system and process, which shows
the ways of achieving efficient implementation of budget functions.

The closest situation to reality is the situation with the minimum elements of
threats and threat factors in the budget system and its environment. This is the case
of "budget danger". The definition takes another form and the term changes.
Therefore, we consider a budget danger to be a status of the budget system and
process which is characterized by real and potential threats; the interests of partici-
pants sphere are implemented partially.

The complete absence of threats is impossible. To get rid of threats is not real
under the conditions of market unpredictability and other events (political, social,
natural, technogenic) that have significant influence on the state budget in one way
or another. Therefore, the term "economic security of the budget sector" as the lack
of threats and complete implementation of interests should be called more appropri-
ately "absolute economic security of the budget sector" and the term "budget danger”
should be considered equal to the category of "relative economic security in the budg-
et sector”.

It should be noted that defining the term "relative economic security of the budg-
et sector” there can be distinguished three components characterizing the three phas-
es or states of the budget system and process; they are: the "crisis”" phase, "stabiliza-
tion" phase and the "development” phase. Thus, relative economic security is the sta-
tus of budget system and the process characterized by the three forms:

- in the "crisis" phase — the ability to minimize losses, to overcome crisis fac-
tors, to use efficiently preconditions (mechanisms) formed beforehand for the system
survival and solution to the crisis;

- in the "stabilization" phase — the implementation of budget interests (mainly
of stabilizing character) under the conditions of permanent reduction of real threats,
prediction and warning of potential threats, achieving minimally sufficient effective-
ness of the system functioning, prevention and strengthening of the system "immuni-
ty" to destabilizing factors, formation and development of stabilizers;

- in the "development" phase — complete implementation of budget sphere
interests in the conditions of minimal impact of real threats and timely prevention of
possible threats, as well as achieving the maximally efficient functioning of all system
elements with steady and relatively easy resistance to threats.
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The second part is the fundamental definition of state development; it is basic
and is considered as a primary methodological guide for further specification con-
cept-category toolkit.

The main constituents of the security mechanisms like interests, threats and sta-
bilizers are focused on the definition of the "relative economic security of the budget
sector”. The determination of national economic interests is of paramount impor-
tance in creating and ensuring the economic security system. Since the development
of effective means for their implementation and defense depends on it, the develop-
ment of concepts and strategies for providing economic security is always based on
long-term national economic interests (Suhorukov, 2005).

Thus, the main idea of security, the implementation of interests, is reflected in
the concept. According to M.M. Yermoshenko's approach (2001) to the definition of
the state financial interests one should affirm that they are not in controversy to the
state financial security, therefore, they are inseparable and are the development
sources for the state financial sphere at the same time.

National economic interests are vital material and intellectual values, determin-
ing the needs of society and state, the implementation of which provides the eco-
nomic sovereignty of the state, its independence in developing the economic policy
and implementing management decisions, national economic strength, its reproduc-
tion and progressive development.

N.M. Yatsenko (2008) interprets the national economic interests as the complex
of objective needs of a country, meeting of which provides its effective functioning
and steady development of finance and credit sphere.

The government authorities should define the national economic interests;
investigate their interaction, priority correlation for the implementation of analytical
and forecast activities.

Budget interests are considered to be the needs of perfect and efficient budget
system in the following status: non-deficit, the balance of income and expenditure
structure, the lack of debt loading, the efficiency of budget process, the prolongation
of budget period, the application of efficiency audit, the rationality of reserve replen-
ishment, the satisfaction of society's needs, self-sufficiency, independence, ability to
expand etc.

The second idea of security is the decrease of danger level through the reduction
of real threats, prediction and warning of potential threats. The development of pro-
gram for primary and long-term measures of economic security and practical advance
should be based on clear understanding of threats to economic security. The threats
to economic security in the budget sector are the complex of available and potential
phenomena and factors creating danger for the implementation of national interests
in budgeting. The efficient mechanism for determining the threats to national inter-
ests which create direct dangers for the budget system and break the process of social
reproduction is needed for the creation of a reliable system ensuring the economic
security in the budget sector. Continuous monitoring and defining the main threats to
economic security facilitate its maintenance on the proper level and give the possibil-
ity to develop and realize practical measures as to decreasing the negative influence of
threats or their complete elimination in time.
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The third aspect which is not always considered in the definition of "economic”,
"finance" and "budget security", however, playing an important role, is the creation of
additional mechanisms for the protection and implementation of interests, the so
called security system stabilizers.

Economic security in the budget sector in the system of national security is a
structural element of the fourth level of national security.

Most scientists' works stress that all the aspects of the national security are in cor-
relation and interdependence with each other. Economic security has a specific role
in the budget sector since there is no aspect of state national security that would
directly depend on the level of budget system security. At the same time the level of
economic security in the budget sector depends on the level of other aspects of
national security to a large extent. Thus, the double nature of economic security in
the budget sector is found.

The consideration of interrelations and interdependence between the economic
security and other aspects of national security is the basis for finding measures to pre-
vent and overcome the threats to state national interests in the budget sector.
Dependent relationship of all the elements of national security from its finance-budg-
et constituent is very simple: the lack of financial funds leads to underfunding the
most urgent needs in different areas — in economics, social provision, military and
law activities, healthcare and education, thereby causing serious threats in these sec-
tors.

Thus, the main role played by the economic security system in the budget sector
is the material (financial) provision of strengthening the national security without any
exception: defensive, ecological, informative, demographic, economic, political,
social and energy ones. In other words, economic security in the budget sphere is the
basic constituent of the whole system of state and region security; refusal to provide
it will lead to the collapse of the system of providing the state security as a whole.

The contents of economic security in the budget sector is revealed in its nature
as a system category. The systematic character presupposes the presence of a subject,
object, and relations of a certain type between them, the so called the intersystem ties.
An actual issue is the design of absolute economic security system in the budget sec-
tor, as well as the relative economic security. Their distinctive features are the absence
of "threat" element (in the former case) and the availability of individuals generating
the threat factors (in the latter one). We introduce new terms without which the con-
sideration of systems is impossible; they are "holder of interests" and "holder of
threats". Therefore, the security system can be presented in the structural aspect as
follows (Figure 1).

The system covers the two main elements: system subject and object. The subject
of a system is presented by the holders of interests. In this case the interests being the
primary element of "security” category cannot be available and implemented without
its subject or holder. The interests are determined, changed and implemented with
their assistance. The interests belong to their subject. It means that if a subject is
absent, there are no interests. The holders in the budget sector are the representatives
of the 4 consolidated groups:

- the first level of security is the state;
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- the second level of security is the society;

- the third level of security is entities (budgetary, commercial and non-com-
mercial organizations);

- the fourth level is represented by individuals.

HOLDERS OF INTERESTS OBJECTS
(SUBJECTS) [

_>[ State ]

_’[ Society ]
— SUBJECT

—b[ Entities J L a— J

_>[ Individuals ] [ J

Budget process
Figure 1. The System of Absolute Economic Security in the Budget Sector,
author's development

Interests in the budget sector

| W

Security object is the system of interests in the budget sector. Their protection
and implementation is the goal of the security system. The external expression of
interests system is the implementation of interests represented by the budget system
and budget process.

The essence of subject-object relations is in the impact of a system subject on its
object with determining interests and their implementation in life and in the avail-
ability of inter-subject parity connections. The character of subject-object and sub-
ject-subject relations has a number of peculiarities:

- certain number of system subjects may be or are the elements of the system
object; e.g. a budget institution as a holder of interests of an entity group is an obvi-
ous element of the budget system of a budget receiver group;

- high dynamics level of intersubject relations stipulated by variability of inter-
ests and competitive struggle for priority of interest implementation of one group
under the conditions of comparing interests of other groups. The relation dynamics
may have a positive focus — on cooperation and consolidation of subject potential;
and negative one — the contradiction of interests and intersubject struggle.

The structural aspect of relative economic security system in the budget sector
differs somewhat from the represented above and suggests an additional element
(Figure 2).

The system includes an additional element as subject 2 of "threat holders" being
a source of negative factors which, actually, create the danger of primary absolute sys-
tem functioning. Therefore, such elements decomposition is called budget security
system or relative economic security system in the budget sector. Threat holders are
structured in 5 groups: state or state group; society; entities; individuals; nature and
technology (Yazenko, 2008).

While investigating the character of interstructural connections one can distin-
guish the two subsystems of subject-object interaction: subject 1 — object; subject 2 —
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object. Their content is antithetic. A subject realizes or tries to realize its interests in
the first case. A subject prevents the realization of a subject's interest in the second
case; and thus realizing its own anti-interests in the budget sector (Yazenko, 2008).
The character of relations is presented in Figure 2. One can distinguish "floating" mis-
balance" among the peculiarities of relative economic security system in the budget
sector: in favour of interest holders — with higher degree of interest implementation;
towards threat holders — with higher realization of anti-interests.

4 N\
SUBJECT 2.

4 N\
SUBJECT 1.

HOlderS Of Implementation OBJEC’TS iln;}ilcllzle(iitta?iou Holders Of
. interests Inteross in the L threats )
budget sector P

"[ State ] State ]“
'P[ Society ] Society ]4'
'P[ Entities ] Entities ]4'
*P[ Individuals ] Individuals ]*

Nature and technology]<~

Figure 2. The System of Relative Economic Security in the Budget Sector,
authors’ development

Conclusions. The analysis of the current approaches to the determination of
"economic security in the budget sector" shows that the budget issues of economic
security in contemporary science are not considered directly; there is no "economic
security in the budget sector” notion in academic literature and normative sources;
identical notion of "budget security" was introduced. The author's definition of eco-
nomic security in the budget sector is given. Two aspects of security are specified in
the definition: the realization of interest is a primary task of any security system (it
loses its own sense of organization and functioning in other case); the absence of
threats is the main condition for security.

The definition of "economic security in the budget sector” category made it pos-
sible to determine the "relative economic security in the budget sector” characterized
by the three forms: in the "crisis" phase — the ability to minimize losses, to overcome
the crisis factors, to use efficiently preconditions for the system survival and crisis
solution formed beforehand; in the "stabilization" phase — the realization of budget
interest mainly of stabilizing direction, in the conditions of permanent reduction of
real threats, the prediction and prevention of potential threats, the achievement of
minimal efficiency of the system functioning, prevention and strengthening of the
system resistance to destabilizing factors, the formation and development of stabiliz-
ers; in the "development” phase — complete realization of budget sphere interests
under the conditions of minimal impact of real threats and timely prevention of pos-
sible threats as well as the achievement of maximum efficiency of all system elements
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with steady and easy resistance to threats. "Relative economic security in the budget
sector”" term was determined with the focus on the main constituents of security
mechanism: interest, threats, and stabilizers.
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