Economic Security and Innovation in Conditions of Transformation

SECTION 2. TRANSFORMATION OF CHALLENGES
AND THREATS TO THE ECONOMIC SECURITY OF
THE STATE

2.1. IMPACT OF MARTIAL LAW ON PUBLIC
FINANCES AND CONTROL PROCESSES

In the context of the multifaceted socio-economic and
political challenges facing Ukraine in the period of
transformation, the role of state financial control is growing as
one of the key mechanisms for ensuring the stability and
transparency of the public finance system. Increased external
pressure on the budget system, limited financial resources, and
the need to implement large-scale reforms require the state to
introduce effective tools to control the use of budget funds and
other aspects of the financial activities of public authorities.

Public financial control plays a crucial role in ensuring
that public funds are spent in a targeted and efficient manner,
in preventing and detecting financial irregularities, in
preventing the misuse or inefficient use of funds, and in
reducing the risk of corruption in public administration. In this
context, financial control is seen not only as a technical
function of audit reports, but also as a strategic management
tool that contributes to the integrity and public accountability
of public authorities.?.

At the same time, in the process of reforming the public
administration system, the modernisation of the organisational,
legal and procedural framework for financial control is of
particular importance. Despite the existence of the current
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legislative framework that formally regulates the powers of
control bodies, the system of state financial control in Ukraine
is characterised by a number of significant shortcomings. In
particular, there is a fragmentation and duplication of control
functions between different bodies, a lack of a coordinated
approach to planning and implementing control measures,
which leads to an overload of control subjects and a loss of
integrity in assessing results.

Of particular concern is the insufficient implementation
of a risk-based approach to the organisation of control
activities. Ignoring the principles of prioritising control over
the most vulnerable areas of budgetary expenditure
significantly reduces the effectiveness of the audit and the
impact of control measures on ensuring financial discipline. In
addition, the absence of an adequate mechanism for monitoring
the implementation of recommendations based on the results of
control activities limits the possibility of implementing
systemic changes and correcting identified shortcomings.

Improving the effectiveness of state financial control in
Ukraine therefore requires a comprehensive approach,
including improving the regulatory framework, digitalising
control processes, developing analytical tools based on big
data, and strengthening the institutional capacity of control
bodies. In the long term, this will help to create a modern
system of state financial control capable of responding
promptly to risks, increasing confidence in management
decisions and promoting the efficient use of budgetary
resources in the public interest.

Control is an important part of a democratic state and a
key element in the management decision-making process. It
makes it possible to identify shortcomings in the work of
budgetary institutions, organisations and enterprises and to
determine the causes of these shortcomings. Effective control
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improves discipline in governing bodies, which makes it
possible to objectively assess the level of efficiency and
responsibility of employees. In a market economy in Ukraine,
state financial control over the formation and use of budgetary
resources is of particular importance 2.

In accordance with the Resolution of the Cabinet of
Ministers of Ukraine dated 07.05.2022 No. 561 “Some issues
of state financial control under martial law”3, Article 121 of the
Law of Ukraine “On the Legal Regime of Martial Law™?,
Articles 2 and 5 of the Law of Ukraine “On the Basic
Principles of State Financial Control in Ukraine™, as well as
the Decree of the President of Ukraine of February 24, 2022,
No. 64 “On the introduction of martial law in Ukraine”®, the
government has implemented measures to ensure proper
control over the use of state resources during martial law.

In particular, the law stipulates that the State Audit
Office and its territorial subdivisions shall exercise their
powers during martial law and within one month of its
termination or revocation, taking into account the following
features’:

2 Ckprmank I'.0., Yeprenko B.B. JlepxaBHuii (iHaHCOBHI KOHTPOIb YKpaiHM B yMOBax
BOEHHOTO CTaHy. ExoHomika Ta CYCHIJIBCTBO. 2024. Ne 70. URL:
https://economyandsociety.in.ua/index.php/journal/article/view/5397

3 KaGiner Minictpie  Ykpainu. IlocranoBa Bim 07.05.2022p Ne561 "Jlesiki murtaHHS
3IIHCHEHHs Jiep)KaBHOTO (DIHAHCOBOTO KOHTPOIIO B YMOBax BO€HHOro cramy". Ogiyitinuil
seonopman napnamenmy VYipainu. URL: https://zakon.rada.gov.ua/laws/show/561-2022-
m#Text

4 3akom Vkpaian "llpo mpaBoBuii pexxum BoeHHOTO cTany". Oiyitinuii eebnopman
napramenmy Yxpainu. URL: https://zakon.rada.gov.ua/laws/show/389-19#n255

5 akon VYxpaiuu "IIpo OCHOBHI 3acamyl 34iHCHEHHS JEpKaBHOTO (HiHAHCOBOTO KOHTPOJIIO B
VYkpaini". Oghiyitinui sebnopmal napramenmy Vxpainu. URL:
https://zakon.rada.gov.ua/laws/show/2939-12#Text

® Vkas npesugeHTa ykpainn Ne64/2022. «Ilpo eeedenmsi 6oecnnozo cmany 6 Ykpaini.

URL: https://www.president.gov.ua/documents/642022-41397
7 3pimn. Paxynrosa nanama. URL: https://rp.gov.ua/FinControl/FinReports/
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- control methods of the state financial audit are adapted
to the conditions of wartime;

- the procedure for conducting control measures
(inspections, audits, procurement control) is regulated, except
for cases when they are impossible due to martial law;

- during the audit, it is allowed to use both paper and
electronic means for working with documents, making
comparisons,  collecting information and  processing
documents.

Table 2.1 shows the main quantitative indicators of the
functioning of the State Audit Service of Ukraine for the period
of 2021-2023.

The data presented make it possible to analyse the scope
of audits, public procurement controls and objects of control
covered, as well as the violations detected in the use of public
funds. In addition, the table illustrates the results of financial
violations, the amount of funds recovered, the number of cases
referred to law enforcement agencies, the number of criminal
cases initiated, administrative decisions, fines imposed, and the
number of officials brought to justice. These data make it
possible to trace the dynamics of changes in the area of state
financial control and the effectiveness of control measures over
a three-year period.

An analysis of the above data shows a certain decrease in
the total number of control actions over the period. This is
probably due to the transition to a more risk-based audit model,
which involves concentrating efforts on items with the highest
potential for financial irregularity. On the other hand, there has
been an increase in the number of cases of illegal expenditure,
breaches of financial and budgetary discipline and resource
shortages, which point to deeper systemic problems in the
management of public finances.
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Table 2.1 - Performance results of the State Audit
Service of Ukraine in 2021-2023

Indicators 2021 | 2022 | 2023 | Deviation

of 2023 to
2021 (+,-)

Number of revisions 1000 | 446 713 -287

Number of procurement | 528 | 587 | 395 -133

inspections

Number of inspected objects | 1500 | 912 | 1000 -500

Total amount of detected | 15 100 211 -196

financial violations, UAH

billion.

Amount of illegal expenses 9 39 77 68

and shortages, UAH billion.
Amount of financial 6 61 134 128
resources shortfall, UAH

billion.
Financial violations | 78 3 6 -71
recovered, UAH billion.
Materials transferred to law | 921 707 504 -417
enforcement agencies

Pre-trial investigation 401 | 265 | 126 -275

launched

Number of management | 801 | 504 | 386 -415
decisions

Brought to administrative | 1900 | 940 | 721 -1179
responsibility, persons
Amount of administrative 3 1 1 -2
fines imposed, UAH billion.

*compiled by the authors on the basis of &

In the period of 2021-2023, 2159 audits and 1510
inspections of public procurement procedures were carried out.
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The audit control covered more than 2.5 million business
entities, budgetary institutions and organizations, which
demonstrates the wide coverage of the objects of state financial
control. As a result of these measures, financial irregularities
were detected, which resulted in material losses totaling more
than UAH 325.5 billion, which indicates a significant scale of
inefficient or illegal use of public resources®.

Particularly worrying is the amount of illegal, untargeted
and underfunded expenditure found in 2,720 organisations. The
total amount of such violations exceeded UAH 124.7 billion, of
which UAH 13.9 billion concerned budget funds. A separate
category is made up of educational institutions, where a deficit
of financial resources of about UAH 200.8 billion was
recorded, of which UAH 45.4 billion was never received by the
budgets of these institutions, indicating serious violations in the
system of financing education.

At the same time, the increase in the actual compensation
of losses related to the detected violations is a positive
development. Over the past three years, the State Audit Service
has recovered more than UAH 85 billion, including almost
UAH 996.7 million detected in previous periods. This shows
that the efficiency of not only detecting but also responding to
financial offences has increased.

In order to ensure that the perpetrators are brought to
justice and to intensify the law enforcement function of
financial control, 2,132 audit and inspection materials were
submitted to the competent authorities, which resulted in 792
pre-trial investigations. This demonstrates the close inter-
institutional cooperation between the State Audit Service and
law enforcement agencies.

9 Iixoupka M. P. Ctan Ta mepcrneKTHBU PO3BUTKY IEP>KaBHOTO (DiHAHCOBOTO KOHTPOJIO B
YMOBax BOEHHOTO CTaHy. Enexmponnuti dcypran « Epexmusna exonomixay. 2024. Ne9. URL:
https://www.nayka.com.ua/index.php/ee/article/view/4684/47233

83


https://www.nayka.com.ua/index.php/ee/article/view/4684/47233

Economic Security and Innovation in Conditions of Transformation

In addition, as a result of the identified violations, 1691
administrative decisions were issued against managers of
various levels, and 3561 officials were brought to
administrative responsibility. The total amount of fines
imposed in 2021-2023 amounted to more than UAH 4.6
million, which is an important indicator of the increasing
impact of administrative response tools.

The above indicators demonstrate not only the scope of
the State Audit Office of Ukraine, but also the importance of
further improving approaches to public financial control.
Implementation of modern analytical technologies, expansion
of the preventive audit function and intensification of inter-
agency coordination should be the priority areas for improving
the efficiency of the public financial control system in Ukraine.

Table 2.2 presents the key performance indicators of the
Ukrainian audit services in 2021-2023, including the number of
public procurement audits, financial audits, violations detected
and prevention measures. This data reflects the dynamics of
changes in the field of control, in particular the scale of
inspections, the number of prevented financial violations and
the transfer of materials to law enforcement agencies?.

An analysis of statistics shows that between January
2021 and December 2023, the State Audit Service conducted
approximately 34.6 thousand audits. As a result, financial
violations were prevented, including the cancellation of tenders
worth almost UAH 25 billion and the termination of contracts
worth about UAH 22.3 billion.

During this period, 555 state financial audits were
conducted, of which 114 related to the implementation of
budget programmes and 353 to the activities of business

0 Cratmervmi  3Bimh. Hepoicasna  ayoumopcvka — cayocoa  Vrpainu.  URL:
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entities. In total, state financial control bodies managed
resources worth more than UAH 1,138 billion
Table 2.2 - Activities of the State Audit Service of
Ukraine in 2021-2023: results of monitoring, audits and
detected violations

Indicators 2021 | 2022 | 2023 | Deviation
of 2023
to 2021
(+|')
Number of procurement 11 12 12 +1
monitoring, thousand.
Violations prevented, UAH billion. 10 8 7 +3
Contracts terminated, UAH billion. 3 7 12 +9
Financial audits were conducted: 191 159 205 +14
-Audits of local budgets 53 14 47 -6
-Audits of budget programs 32 20 36 +4
-Audits of business entities 106 125 122 +16
Resources covered by audits, UAH | 470 214 454 -16
billion.
Inefficient actions identified, UAH 93 57 79 -14
billion.
Identified potential risks, UAH 24 21 47 +23
billion.
Violations detected, UAH bhillion. 3 2 1 -2
Prevented losses, UAH billion. 2 3 11 +9
Compensated losses, UAH billion. 3 1 4 +1
Provided suggestions 2000 | 1600 | 2100 +100
Proposals implemented 1000 | 940 1200 +200
Audit reports submitted to law 67 65 123 +56
enforcement agencies
Pre-trial investigations have been 20 12 20 -
launched
Management decisions were made 416 200 358 +58

*compiled by the authors on the basis of
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. The audits revealed numerous cases of inefficient
management and risky activities that resulted in financial
losses, lost profits and unnecessary expenses amounting to
more than UAH 228.6 billion. In addition, it was found that
certain management decisions could cause further losses of
over UAH 92.1 billion.

The regulatory authorities responded promptly to the
auditors' recommendations, which helped prevent financial and
material losses of about UAH 15.1 billion and compensate for
losses of more than UAH 7.87 billion. The audits resulted in
more than 5.8 thousand recommendations, of which
approximately 3.14 thousand were implemented.

During the timeframe under review, the State Audit
Service referred 255 audits to law enforcement agencies, which
resulted in 52 preliminary investigations. In addition, based on
the findings of financial audits, the leaders of central and local
authorities, enterprises, institutions and organizations made 974
management decisions*?.

The wuse of theoretical approaches to assess the
effectiveness of public financial control will increase the level
of accountability for its results, as well as the efficiency of the
work of state audit bodies and other control mechanisms
responsible for overseeing the use of budgetary resources?3.

The Law of Ukraine "On the Accounting Chamber" No.
576-VIII of 2 July 2015 defines the legal framework for the
organisation and functioning of the Accounting Chamber as a
body authorised to carry out external state financial control
(audit). The Law establishes the mechanism for exercising the

12 Ckpunauk I'.O., Yeprenko B.B. JlepxaBuuii (iHaHCOBHIT KOHTPOIb YKpaiHH B yMOBax

BOEHHOTO  CTaHy. ExoHOMiKa  Ta  CyCHiNBCTBO. 2024.  Ne 70. URL:
https://economyandsociety.in.ua/index.php/journal/article/view/5397

13 Sronenxo 1. B., T'opueit O. 1. [JepxaBHuii (iHaHCOBHMI KOHTpOJb B YKpaiHi: CTaH i
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powers vested in the Accounting Chamber by the Constitution
of Ukraine, in particular Article 98, according to which this
body controls the receipt and use of funds for the state budget
of Ukraine!4.

The Accounting Chamber performs its control functions
through a set of control measures that include financial audit,
efficiency audit (i.e. audit of effectiveness, economy and
productivity of public resources), analytical research,
examination of draft legislative acts in the field of budget
policy, as well as other forms of control provided for by the
current legislation.

Financial audit, as a component of external control, is
aimed at verifying the reliability of financial statements and
compliance with the law in the course of budget operations.
Performance audit, in turn, focuses on assessing the
achievement of the objectives of government programs, the
optimal allocation of budget resources and the compliance of
results with the set objectives. This type of audit is especially
relevant in conditions of limited financial resources and the
need to ensure a high level of responsibility for management
decisions®>.

In addition, an important form of control activity of the
Accounting Chamber is analytical and expert activity, which
involves the preparation of independent conclusions and
recommendations for improving the mechanisms of public
finance management. These functions allow the Accounting
Chamber to act not only as a control body, but also as an

1% 3akon VYxpainu "IIpo PaxynkoBy mamary". O¢iuiliHuii BeOnopran nmapiaMeHTty YKpaiHu.
URL.: https://zakon.rada.gov.ua/laws/show/576-19#Text
15 Kommakosa A. JepxaBHuii (iHAHCOBUII KOHTPOJIb Ha Cy4YacHOMY €Tami: OrJsj

KoHIenTyanpHux 3acai. International Science Journal. 2023. Nel. ¢.9-18. URL: https://isg-
journal.com/isjmef/article/view/263
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institution that plays a strategic role in shaping fiscal policy
and increasing its transparency and efficiency.

The legal and regulatory framework of the Accounting
Chamber creates the basis for an effective system of external
financial control aimed at improving the quality of public
finance management, strengthening financial discipline and
ensuring democratic control over the activities of public
authorities in the budget process.

Table 2.3 shows the main performance indicators of the
Accounting Chamber of Ukraine for 2021-2023. This data
includes the amount of audited amounts, the number of audited
entities, cases of inefficient management and use of resources,
violations of public financial planning, shortcomings in
revenue management, additional revenue reserves of the state
budget, and the total number of detected violations. The
analysis also includes post-audit and pre-audit measures. This
table shows the variation in key aspects of accounting
efficiency over the three years.

According to Table 2.3, in 2023, the amount of money
increased to UAH 771.1 billion, which is UAH 178.7 billion
more than in 2021. This means that they are taking measures to
make sure everything is safe and checking more places.
However, the number of sites inspected decreased by 91
compared to 2021, which may be due to changes in how we
inspect or our focus on larger companies.

In 2023, it was UAH 60.8 billion, which is 119.1 billion
less than in 2021. This may mean that people are getting better
at managing their money and taking steps to avoid financial
problems. Unfortunately, the number of violations of budget
legislation in 2023 amounted to UAH 14.9 billion, which is
significantly higher than in 2022 (UAH 4.5 billion), but
significantly lower than in 2021 (UAH 38 billion).
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Table 2.3 - Performance of the Accounting Chamber

of Ukraine in 2021-2023*

investigations

Indicators 2021 | 2022 | 2023 | Deviation
of 2023
to 2021
(+.)
The amount of funds audited, | 592 351 771 +179
UAH billion.
Number of inspected objects | 490 | 355 399 -91
Total amount of detected | 180 59 61 -119
violations, UAH billion.
Violations of budget | 38 5 15 -23
legislation, UAH billion.
Inefficient management and | 28 7 19 -9
use of resources, UAH
billion.
Violations committed in the | 84 1 8 -76
planning of public finances,
UAH billion.
Violations and shortcomings 9 46 19 -10
in the administration of the
state budget revenues, UAH
billion.
Additional ~ state  budget | 22 33 76 +54
revenue  reserves, UAH
billion.
Post-audit activities 538 422 633 +95
Number of pre-trial | 27 12 9 -18

*compiled by the authors on the basis of ¢

In 2023, the amount of money wasted due to poor
management and use of resources increased to UAH 18.9

16 3pirn. Paxynrosa narama. URL: https://rp.gov.ua/FinControl/FinReports/
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billion, which is UAH 11.7 billion more than in 2022, but UAH
208 billion less than in 2021. This indicates that things are
getting worse this year compared to last year, but there are
some positive changes in 2021.

The number of violations in public finance planning has
increased a lot: from UAH 83.8 billion in 2021 to UAH 7.7
billion in 2022, which shows that things are getting better. In
2023, there were some problems with the way the government
managed its money, which cost them UAH 19.2 billion. This is
UAH 26.7 billion less than the previous year, but UAH 10.4
billion more than in 2021.

These trends show that people are getting better at
managing their money, making sure the government is tracking
finances and finding ways to spend money more wisely 7.

The overall analysis shows that in 2023, state financial
control was strengthened, the amount of audited funds
increased, and additional budget reserves were identified. At
the same time, the number of violations decreased compared to
2021, which may indicate an improvement in financial
discipline. However, some aspects, such as resource
management and the efficiency of budget revenue
administration, remain areas for further improvement.

The effectiveness of state financial control directly
depends on the achievement of the objectives of control
measures, which is assessed based on the results of inspections.
One of the key performance indicators is the number of audits
conducted by the controlling authorities. Fig. 1 shows the data

17 PR Y
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on inspections conducted by the State Audit Service of
Ukraine?8,

1200
1000 1000
800
713
600 7% \/5
400 MNg95
200 194
122
0 % 3
2018 | 2019 | 2020 | 2021 | 2022 | 2023
= audits 277 194 917 1000 446 713
inspections 1 3 122 528 587 395

Fig. 2.1 - Control measures carried out by the State Audit
Service of Ukraine as of 2018-2023*
*compiled by the authors on the basis of 19

The analysis of the indicators shows how the way of
conducting state financial control is changing. So, in 2018-
2019, the number of checks decreased by 83 units.

It is possible that they changed the way they control
things or something else that happened within the company.

From 2019 to 2021, there was a big jump in the number
of inspections - from 194 to 1000. This shows that they are
doing a better job of keeping things under control and making
sure everything is running smoothly.

Due to the ongoing military aggression, the number of
inspections decreased by 55% to 446 in 2022, a clear sign of
the difficult economic conditions in the country. But in 2023,

18 Cratmermmi  ssimh. Hepoicasna  ayoumopcvka — cayocoa  Vrpainu.  URL:
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the regulatory authorities began to return to their normal
activities, and they increased the number of inspections to 267
units. This shows how our bodies and minds adapt to new
situations and regain control over our lives.

A comprehensive analysis of the impact of external and
internal factors on the state's financial system is an important
prerequisite for the development of an effective and adaptive
public finance management model. External factors, such as
global economic fluctuations, geopolitical risks, currency
instability, inflation, international sanctions or changes in the
terms of cooperation with international financial organizations,
significantly affect the state's ability to conduct strategic budget
planning. At the same time, internal factors such as political
stability, the effectiveness of tax policy, the state of
institutional capacity of public authorities, the level of
transparency of the budget process and compliance with the
principles of financial discipline determine the state's ability to
independently regulate financial flows and implement socio-
economic priorities.*.

By analyzing the interaction of these factors, it is
possible to assess the level of maturity of the state financial
control system, identify its vulnerabilities and outline areas that
require structural reform. This approach allows not only to
identify problems in the functioning of control mechanisms,
but also to facilitate their timely adjustment in accordance with
dynamic changes in the external and internal environment. This
is especially relevant in times of crisis or transformation
processes, when flexibility and adaptability of the public

19 . . .
Kimouka O.B., Kmrouka C.C. CpitoBa mpakTHKa Oprasizauii Jep:kaBHOTO (hiHAHCOBOTO

KOHTPOJIFO Ta MOKJIMBICT il afanTanii B Ykpaini. MixkHapoaHi ekoHOMi4HI BigHOCHHHM. 2021.
Ne6. ¢.93-104. URL: https://eco-science.net/wp-
content/uploads/2021/06/06.21._note_ukr_Kliuchka-O.V.-Kliuchka-S.S.-93-104.pdf
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finance management system are critical to maintaining
financial stability.

A high level of efficiency in making management
decisions based on a thorough analysis of current risks allows
for more efficient spending of public funds, avoiding
duplication of costs, and preventing inappropriate or inefficient
use of resources. In this context, there is a need to regularly
improve monitoring procedures, evaluate the effectiveness of
budget programs, expand audit tools, and implement risk
management systems in the public sector.

The formation of an effective public finance management
system is impossible without a clear interaction between the
analytical approach to assessing the impact of external and
internal factors and the mechanisms of operational regulation?°.
It is the ability of the state to adapt its financial policy to new
challenges, adjusting control instruments in accordance with
the current needs of society and the economy, that is the key to
its financial stability, sustainability and long-term
development??,

Fig. 2.2 shows the dynamics of changes in the total
amount of identified violations and deficiencies in public
financial management for the period 2021-2023. The graphical
representation is made in the form of a blue bar chart, which
allows us to visually analyze the trends and assess the extent of
the identified problems in financial control.

20 Jlynina 1. O. Tlorenuian nyOmiynux ¢iHaHCIB i 3a0e3nedeHHs BUIATKIB BOEHHOTO
Hepiofy Ta IOCTBOEHHOTO BifHOBICHHS Ykpainum. ®dinancn Ykpainm. 2022. Ne 8. C. 7-26.
URL.: https://doi.org/10.33763/fi nukr2022.08.007

2 Mapuenko C. M. CtpareriuHe ynpapiiHHS JepKaBHUMH (piHAHCAMHU: €BPOIHTErpaIliiHUN

KypC, MDXKHAPOIHI TPEH/IH, HAIIOHATIBHI ocobmuBocTi. Dinancu Ykpainum. 2022, Ne 1. C. 7-26.
URL.: https://doi.org/10.33763/fi nukr2022.01.007
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179,9
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Fig. 2.2 - Total amount of violations and deficiencies
in public finance management in 2021-2023
*compiled by the authors on the basis of 22

Looking closely at the patterns of the indicators, we can
see important shifts in their values from 2021 to 2023. The
index took a big hit in 2022, falling year-on-year. Thus, in
2021, its value was 179.9, but in 2022 it decreased by 121.3
points (or 67.4%), ending at 58.6. The state financial control of
the state has taken a hit, likely due to external factors such as
military aggression and the restrictions that come with it.

In 2023, the index slightly increased to 60.8, which is 2.2
points (or 3.8%) higher than in 2022. However, even after this
moderate increase, the index remained significantly lower than
in 2021 - by 119.1 points (or 66.2%). This indicates that
although the situation has improved somewhat, the
effectiveness of control has not yet reached previous levels.

In general, the trend shows a sharp drop in 2022 and
partial stabilization in 2023, but the index value is still below

22 3pitn. Paxynxosa narama. URL: https://rp.gov.ua/FinControl/FinReports/
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the level of 2021, indicating that additional measures are
needed to restore the effectiveness of state financial control.

In order to comprehensively and objectively assess the
effectiveness of the state financial control system, a
comprehensive  methodology  combining elements  of
quantitative and qualitative analysis was used. This approach
provides a deeper understanding not only of the formal results
of the audits, but also of their practical significance in terms of
managing budgetary resources and ensuring financial
discipline.

The quantitative component of the methodology included
an analysis of the official financial statements of public sector
entities, the results of audits, performance audits and cost
monitoring conducted by the State Audit Service of Ukraine.
This data allowed us to assess the scale and nature of the
violations detected, the amount of funds recovered, and the
effectiveness of the response to the identified financial risks.

The qualitative component of the assessment was
implemented through an expert survey involving independent
experts with proven experience in the field of financial audit,
state control or public finance management. To ensure the
representativeness of the sample, 50 independent experts from
different regions of Ukraine were randomly selected for the
study, which allowed to take into account the regional
peculiarities of financial control implementation.

Each expert individually assessed the identified
indicators of the control system's effectiveness on a five-point
scale, where 1 point meant the lowest level of effectiveness,
indicating critical shortcomings in the control procedure, while
5 points indicated high efficiency, compliance with
international standards and the effectiveness of mechanisms to
ensure financial responsibility. The assessment covered such
criteria as completeness of inspections, timeliness of response
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to violations, quality of reporting documentation, transparency
of procedures, effectiveness of interagency cooperation, and
the level of implementation of modern digital tools in control
activities.

The obtained results were summarized and presented in
Table 2.4, which allows not only comparing average scores in
certain areas of control, but also identifying the most
problematic areas requiring strategic intervention and
improvement.

Table 2.4 - Assessment of the effectiveness of existing
financial control mechanisms

The control aspect Level of Comments
effectiveness
(1-5)
Transparency 3 Monitoring hampered by lack
of operational reporting
Compliance with 4 Generally  complies  with
regulations regulatory requirements
Efficiency 2 Delays in auditing due to
limited access to data
Efficiency 3 Reduced efficiency due to
lack of coordination
between agencies

*compiled by the authors on the basis of 23

The survey results showed that the financial control
systems have a moderate level of transparency, mainly because
it is difficult to report on the operational side. The level of
compliance with regulatory requirements is assessed to be in
line with the law. However, the speed and effectiveness of

23 Cikopa €.1. EdexTuBHICTb (HiHAHCOBOTO KOHTPOJIIO 332 BUIATKaMH Jlep)KaBHOTO OIOKETY
VYkpaiuu y mepios BOEHHOTO CTaHy. «3100yTKH eKOHOMIKH: TIEPCICKTHBY Ta iHHOBamii». 2024.
Ne8. URL: https://feconp.com.ua/index.php/journal/article/view/38/32
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controls are still lacking, mainly due to delays in audits and
lack of coordination between different government agencies?.

Consequently, making the financial control system work
well in wartime is really important if we want to see big
improvements. Even though there are fewer control measures
in place, the fact that more financial irregularities are being
detected indicates that the focus is on the most important and
resources are being used appropriately. From 2021 to 2023, the
State Judicial Service of Ukraine conducted inspections and
audits, which helped prevent large losses of resources,
compensate for damages and create additional money for the
state budget.

2.2. INTERNATIONAL LIQUIDITY
MAINTENANCE AS A CRITICAL CONDITION FOR
ENSURING FINANCIAL SECURITY OF THE STATE

In the context of unprovoked military aggression against
Ukraine, the effectiveness of managing its financial security is
directly contingent upon the ability to maintain an adequate
level of international liquidity. Relevant measures encompass
not only the attraction and rational allocation of international
financial assistance but also the optimization of existing
resource utilization, restructuring of external debt, and
effective foreign exchange oversight. Thus, international
liquidity, typically a routine objective of financial policy
during periods of economic growth, elevates to a priority of
state financial security in times of crisis. This underscores the

2 €dumenko T. I. Yrpasninus iHaHCaMH B Mepio] BOEHHOTO CTaHy Ta IIOBOEHHOT MOOYJOBH
Vkpainu: HaykoBuit cynpoBin TpaHchopmariii. @inancu Ykpainu. 2023. Ne 1. C. 7-25. URL:
https://doi.org/10.33763/fi nukr2023.01.007
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