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The methodical approach of risk assessment of loss of financial stability of local communities is
formalized. The risks are identified and the tree of losing the financial stability of local communities
is built. The gradation of losing financial stability of local community depending on the degree of
exposure is grounded. To visualize the loss of financial stability of local community, building a risk
map is offered. The introduction of author’s proposals will identify risks and determine the potential
losses in the local community, depending on the likelihood of risk events, and to identify target are-
as of sustainable development.
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Statement of problem. Sustainability of
any territorial community is largely determined
by the effectiveness of the territorial admin-
istration system. Financial resources mobilized
in the budget system and individual budgets,
allow public authorities and local governments
perform their functions and powers. Sustaina-
bility is the most common condition for recov-
ery of the entire system of local budgets and
ensure their financial sustainability of the local
community. So, for local authorities it is neces-
sary to change the approach and methods of
financial resources on the basis of the principle
of independence of the budgets of all levels.

The important indicator of the possibility
of the economic crisis on the level of territorial
communities is a low ensuring of its financial
stability. It cannot testify about the crisis by
itself, but it is an occasion for further diagnosis
of the level of local authorities management
and their predisposition to the crisis.

It is necessary to change approaches and
methods of financial resources formation based
on the principle of independence of the budgets
at all levels.

Currently, local government authorities
lack financial independence despite the grow-
ing trend dependence of local budgets on finan-
cial aid. Ensuring effective socio-economic de-
velopment of local budgets, improving the
quality of services rendered to the population as
determined by its financial resources.

However, the existing problems in the
sphere of intergovernmental relations require
not only updating its fundamental basics in the-
ory, but also solve many methodological and
methodical questions. Evaluation of the eco-
nomic and financial inequalities of local com-
munities, the principles and methods of forming
their budgets, the degree of control by the au-
thorities and local budgets from higher level
budgets are constantly in the focus of financial
science.

Note that local governments should pay
attention not only to assess the crisis situation
of enterprises and organizations that operate in
the area, but also to assess the likelihood of loss
of financial stability of local communities.

Analysis of recent papers. In addressing
risk issues received considerable attention, as
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evidenced by the research of economists such
as N. Bakerenko, S. Bulgakov, V. Vitlinskoho,
N. Vnukovo, L. Donets Karahozlyu Yu, A. Sal-
enko and others [1-2, 4-7, 9]. However, very
few works are devoted to the problem of risk
coverage that occurs at the local community
and management. Given the scientific interest
in this issue, there are a number of tasks that
require scientific justification of their decision.

Aim of the paper is the substantiation of
methodical approach of estimation the risk of
losing financial stability of local communities.

Materials and methods. Of particular
relevance in the present conditions of local
communities acquire research questions of risk,
its causes and consequences. Risk serves an
integral part of the processes taking place in the
local community.

The variety of interpretations of the con-
cept of «risk» in [1-10], as well as the com-
plexity of the phenomenon, make it difficult to
study it. Given the variety of definitions based
on the notion of risk analysis, proposed at risk
of losing financial stability, territorial commu-
nity should understand the set of conditions,
factors and processes that actually or potential-
ly threaten the financial stability of the local
community.

The process of providing financial sus-
tainability of the territorial community takes
into consideration the risk factor because man-
agement decisions taken on financial stability
have the probabilistic nature. Hence the process
of implementing a strategy of ensuring the fi-
nancial stability should include assessment of
the risks of decline, and the development of
measures to minimize these risks.

Assessment of the risk of losing financial
stability of local community is the orderly pro-
cess of determination of the expected losses and
risk level.

The main purpose of the risk assessment
of losing financial stability is to reduce the risk
of further actions and increase the likelihood of
sustainable development of the local communi-
ty.

The methodical approach to assessing the
risk of losing financial stability of local com-
munity is based on a systematic approach,
shown in Figure 1.
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Setting objectives

v

Ist stage

Obtaining and processing the information

A

A

Fixation of risks

2nd stage

Identification of risks: spotting the risk, an inventory, characterization

:

Measurement of:

2) Magnitude of likely costs (/i)

1) Probability of risk occurrence (Pgi)

3) Calculation of the risk index (Iri = Lq'l)

1i

-

The assessment of risk (the degree of risk)

3rd stage

Decision on the choice of management

Fig.1 The methodical approach estimates the risk of losing financial stability by the local
community

Source: Developed by author

The first stage is risk identification. Ac-
quisition and processing of information is a key
aspect in the identification and evaluation of
risk because the availability of reliable infor-
mation allows you to continue to make man-
agement decisions under risk.

During risk identification we should un-
derstand the process of identifying the risk of
losing financial stability of local communities.
Identification of losing financial stability of lo-
cal community should be performed via peer
review, led by the head of the risk management.

Using information about the previous risk
assessment data and interviews with independ-
ent experts it is necessary to identify factors
that affect the risk of losing financial stability
of local communities. These factors character-
ized by unpredictability, discrete changes,
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availability thresholds. Each character has a
unique effect on the level of financial stability
of the local community. Then SWOT — analysis
is conducted to identify possible threats from
the environment.

In assessing the risk of losing financial
stability of local community it is necessary to
hold the record of the risk to limit the amount
of risk exposures, using the principle of «rea-
sonable sufficiency». This principle is based on
keeping the most important and most common
risks for assessing the risk of losing financial
stability of local communities.

Within organize the search process losing
financial stability of local community must use
their structure (Fig. 2). It is necessary to identi-
fy the maximum risks that affect the level of
financial sustainability of the local community.
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Risks of losing financial stability of local community
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Fig. 2 Structure of losing financial stability of local community
Source: Developed by author

Assessment of the risk of losing financial
stability of local community is based on map-
ping risks. In turn, the formation of risk maps
implemented in three phases:

wood risks; rankings risks; creating a matrix of
risks.
Figure 3 shows a tree losing financial sta-

construction  bility of local communities.

Risk of losing financial stability of local community

Interest rate risk

The risk of insolvency of economic entities that are located on local

Credit community
Credit risk policy
Risk of financial losses
Risk of legislative changes
Government stability
Political

Corruption of state structures

Risk of deterioration of the image of local authorities

General economic

The stability of the tax legislation

Inflation risk

Risk of reduction of the economic development of territorial community

The reduction in the official rate of the national currency against foreign
currencies risk

Sociodemographic

The risk of migration

The risk of health deterioration

The risk of life expectancy decrease

The risk of increasing unemployment

The risk of education deterioration

Natural and ecological

The risk of persistent man-made actions

The risk of contamination of the environment

The reduction of natural agricultural potential risk

Structural risk

Branch The risk of sensitivity to the environment
System risk
Risk of reduction in the financing of the capital investments
The risk of loss of profit

Investment

Risk of reduction of the number of enterprises that implemented innova-
tions
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Fig. 3 The tree of losing financial stability of local community
Source: Developed by author
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We use two categories for ranking risks
losing financial stability of local community:

— the probability of occurrence the risk
events;

— the size of probable losses.

The second stage is risk analysis using
qualitative and quantitative methods of evalu-
ation. This stage is to determine the nature of
the risks their properties vary in different situ-
ations of the local community.

At this stage, experts conduct measure-
ments likelihood of identified risks (P;) and
the value of the probability of losses (I;) in

case of a dangerous event. One method of
qualitative risk assessment is a method of ex-
pert evaluations. In order of ranking risks
within the Risk Management Division the
panel of 10 people is formed.

During the process of probability of loss
of financial stability of local community risk
the probability of risk events should be under-
stood.

At this stage it is necessary to assess the
likelihood of each element of losing financial
stability of local community in scores accord-
ing to Table 1.

Table 1

Gradation of losing the financial stability of local community based on the likelihood
of its occurrence

Pai Risks Probability of I1, % Characteristic of event
(scores)

1 Highly unlikely 0<P<I10 The exceptional event

) Not likely 10 <P < 40 Aq event will happen with low prob-
ability
The event will take place with a suf-

3 Probable 40 <P =60 ficient degree of probability

. The event will take place with high
4 Highly probable 60 <P <80 probability
5 Expected 90 <P <100 The event must be held

Source: Author’s overview based on expert evaluation

Probability interval ranges from 0 to
100%. The risk with a probability of 100% is
fully expected. Determining the likelihood of
losing financial stability of local community
made based on peer review.

The next step is similarly assesses the
magnitude of potential losses in values accord-
ing to Table 2.

Table 2
Gradation of losing financial stability of local
communities in the value of losses

Pqi Losses The magnitude
(points) of losses (Ii), %
1 Minimal 0<I<=20
2 Low 20<1<=40
3 Middle 40 <1 <=60
4 High 60 <1<=280
5 Maximum > 80

Source: Author’s overview based on ex-

pert evaluation
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Further, the index calculates the risk of
losing financial stability of local community,
which is the significance of scoring risk as fol-

lows:
Iri = Pqi x Iqi (1)

where Iri — index risk, in points;

Rq; — the likelihood of risk, in points;

Iq; — the likely magnitude of losses, in
points.

The next step is to assess the degree of
action identified risks, as a result of which the
experts can identify risk losing financial stabil-
ity of local communities.

Thus, if the losing financial stability of
local community index exceeds the acceptable
level, it is necessary to identify key risk factors
and develop their complex relation of activities
to optimize its value. However, if the losing
financial stability of local community index
within eligibility, this does not mean that the
risk does not need to be managed. In this case,
risk management is in working order with con-
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stant revaluation of its level.

Gradation of losing financial stability of

local community depending on the degree of
influence is given in Table 3.

Table 3
Gradation of losing the financial stability of local community depending on the degree of influence
Influence degree Risk index (Iri) Characteristics
Minimal 10 < Tr <= 20 The impact qf r1§k on the financial stability of the territo-
rial community is missing
Low 20 < Ir <= 40 Lon risk of losing financial stability of local community.
Easily removed, so are allowable ones.
Middle 40<Tr <= 60 Leadmg to increased financial losses. Required interven-
tions to decrease
High 60 <Tr <= 80 ngh risk of losing financial stability. Required pre-
ventive measures
Maximum R0 <Tr <= 100 Invalid degree of 1nﬂue.n.ce. There is a high probability
of loss of financial stability

Source: Author’s overview based on expert evaluation

As a result, on the basis of the assessment of
risk based map to visualize risk of losing finan-
cial stability of local community (Fig. 3).

The third phase of risk assessment is a deci-

sion on the selection of risk management tech-
niques and report on completed transactions.
Evaluation results may numeric data likelihood
of risks and their characteristics.

5 20 40 60 80 100
S 4 16 32 48 64 80
3 12 24 36 48 60
2 8 16 24 32 40
1 4 12 16 20
1 2 3 4 5
Pqi
Zone 1  —acceptable risk level that can be removed independently by the local authorities.
— moderate risk zone. When approaching the critical level necessary to make measures
Zone 2 .
of reducing them to an acceptable level.
— zone of high risk that is always controlled by the experts. High-risk area, which is
Zone 3  constantly under the specialists’ supervision. Required immediately to take measures to

reduce risk to the level of moderate.

Fig. 3 Map of losing financial stability of local community

Source: Developed by author

We can develop a program of measures to
manage them due to the risk of losing financial
stability of local community assessment.

1) adoption (maintain) the risk of losing
financial stability of the local community. In
this case, the local government will not carry
out any action in order to reduce the influence
of risk. This risk may be taken consciously or
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the self-insurance (creation of reserves to cover
possible losses) can be made.

2) reduction (restrictions or mitigate the
effects) the risk of losing financial stability of
the local community. In this case, the local
government take decisions to implement ac-
tions aimed at reducing the probability and con-
sequences of the adverse risks.
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3) Disclaimer (avoidance) of the risk of
losing financial stability of the local communi-
ty. In this case, local governments take deci-
sions about cessation of activity that causes
risks or the output of this situation.

4) transfer (redistribution) the losing fi-
nancial stability of the local community. In this
case, the local government decides to reallocate
the share of risk, thereby reducing the impact

on financial stability.

Expert report must contain recommenda-
tions on risk management, data regarding its
level of acceptable methods and avoid risky
situations.

The matrix formation ranking of losing
the financial stability of Kramatorsk is listed in
Table 4.

Table 4
A matrix of risk of loss of financial firmness is on an example Kramatorsk
Name of risk Probability Thiﬁzigé'?de Risk .esti-
% points % points mation

Interest rate risk 30 2 30 2 4
The risk of insolvency of economic entities that are 55 3 30 ) 6
located on local community
Credit risk policy 20 1 10 1 1
Risk of financial losses 20 1 50 3 3
Risk of legislative changes 25 1 55 4 4
Government stability 20 1 45 3 3
Corruption of state structures 20 1 45 3 3
Risk of Fieterloratlon of the image of local 30 ) 10 1 )
authorities
The stability of the tax legislation 35 2 40 6
Inflation risk 60 3 35 3 9
R1s1_< of reduction Qf the economic development of 50 3 35 3 9
territorial community
The reduction in the official rate of the national

: . . 20 1 15 2 2
currency against foreign currencies risk
The risk of migration 50 3 25 2 6
The risk of health deterioration 10 1 10 1 1
The risk of life expectance decrease 35 2 55 4 8
The risk of increasing unemployment 25 2 25 2 4
The risk of education deterioration 60 3 55 4 12
The risk of persistent man-made actions 75 4 55 4 16
The risk of contamination of the environment 20 1 15 2 2
The risk of sensitivity to the environment 20 1 15 2 2
Rlsk of reduction in the financing of the capital 60 3 50 4 12
investments
Rlsk of reductlon .the number of enterprises that 55 3 50 4 12
implement innovations

Source: Author’s overview based on expert evaluation

Based on the data obtained through expert
survey systemized in Table 4, we construct a
risk map (Fig. 3), which identifies the location
of each type of risk.

Qualitative assessment of the risk of los-
ing financial stability on the example of Krama-
tors'k indicates that most of them are low. Risks
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that are above the tolerance line require con-
stant management.

The risk map provides a qualitative as-
sessment of risk, so it is necessary to conduct a
quantitative assessment of the risk of losing fi-
nancial stability.

Conclusion. The methodical approach to
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assessing the risk of losing financial stability of
local community will identify risks and deter-
mine the potential losses in the local communi-
ty, depending on the likelihood of risk events,
and to identify target areas of sustainable de-
velopment.
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OLIIHKA PM3UKY BTPATH ®IHAHCOBOI CTIMKOCTI TEPUTOPIAJIBHOIO 'POMAJIOIO
T. IO. Kopumuxo, K. e. H., cmapuiuii HaAyKo8Uli CniepoOIMHUK,
Inemumym exonomixu npomucnosocmi HAH Ykpainu

VY crarti popmanizoBaHO METOIWYHUHN MIAXIJ 10 OIIHKK PU3HMKY BTpaTh (hiHAHCOBOI CTIHKOCTI
TEPUTOPIAIEHOIO TPOMAI010. BUsBICHO pU3HKH Ta TOOYAOBAaHO IEPEBO PU3HMKY BTpATH ii (iHAHCO-
BOi ctifikocTi. OOTpyHTOBAaHO Tpajallif0 PU3UKY BTpaTH (HIHAHCOBOI CTIHKOCTI TEPUTOPIATHHOIO
IpPOMaJIOI0 B 3aJIEXKHOCTI BiJ CTyIeHs BIUIMBY. [l Bisyanizalii pu3uKy BTpaTH (iHAHCOBOI CTiii-
KOCTI TEPUTOPIATHHOIO TPOMAJIOI0 3aIPOIIOHOBAHO OYyMyBaTH KapTy PU3HUKY, IO JO3BOJIUTH 17CH-
TU(IKYBaTH PU3UK Ta BU3HAYHTU BEJIMYMHY MOXIIMBHX BTPAT TEPUTOPIaIbHOIO TPOMAIOI0 B 3a-
JISKHOCTI BiJ] HMOBIPHOCTI HACTAHHS PU3MKOBOI MOJI1, @ TAKOK BU3HAYMTH I[THOB1 HAITPSIMKH CTili-
KOTO PO3BHUTKY.

Knrowuosi cnosa: teputopianbHa rpoMajia, pU3UK BTpaTH ()IHAHCOBOI CTIMKOCTI, AEPEBO PU3H-
KiB, KapTa pU3HKiB, IMOBIPHICTb BTpaT.

OIIEHKA PUCKA MTOTEPU ®UHAHCOBOUN YCTOMYNBOCTU TEPPUTOPUAJIBHON
OBILLIMHON
T. IO. Kopvimvko, K. 3. H., cmapuiuil HayyHulti COmpYOHUK, Mncmumym 3KOHOMUKU
npomviuiiennocmu HAH Ykpaunoi

B cratbe ¢popmann3oBaH METOAWYECKHIA TIOJXO K OLEHKE PUCKA MOTepH (PUHAHCOBOM yCTOM-
YUBOCTH TEPPUTOPHATIBHON OOIIMHBL. OnpeseneHsl pUCKH U IMOCTPOEHO JEPEBO PUCKA MOTEpU ee
¢unancoBoil ycrolunBocTH. OOOCHOBaHa rpajfanus pUCKa MOTepU (UHAHCOBOH YCTOHYHMBOCTU
TEPPUTOPUAIIBHON OOLIMHOM B 3aBUCUMOCTU OT CTENCHM BIUSAHUA. [l BU3yanu3aluu pucka mnore-
pu (DUHAHCOBOM YCTOWYMBOCTH TEPPUTOPUANBHBIM OOBEIUHEHHUEM IPEIUIOKEHO CTPOUTH KapTy
pHCKa, UTO TO3BOJIMUT UIACHTU(UIMPOBATH PUCK U ONPEAEIUTh BEIUUYNHY BO3MOXKHBIX ITOTEPh TEP-
PUTOPUATBHOM OOIIMHBI B 3aBUCIMOCTH OT BEPOSITHOCTH HACTYIIJICHUS PUCKOBOTO COOBITHS, a TaK-
e OTIPE/ICTINTD IEJIEBbIC HAIPABJICHUS! YCTOWYHBOTO PA3BUTHSI.

Knrouegwie cnosa: tepputopuanbHas oOIIMHA, PUCK MMOTEPH (UHAHCOBOM yCTOMYMBOCTH, Jie-
PEBO PHUCKOB, KapTa PUCKOB, BEPOSITHOCTH MTOTEPb.
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