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The paper discusses the conceptual framework of risk management of the budget process in Ukraine as a
component of the public finance management process. The relevance of the topic is due to the need to continue
reforming the system of state internal financial control and integrating risk management as its component into all
stages of the budget process. The study highlights the stages of the budget process risk management process:
detection, identification, assessment, selection of response methods, monitoring of new and revision of already
identified threats, documentation and reporting. Particular attention is paid to the principles of risk management
and the main control methods used in public authorities. The conclusions of the paper emphasize the importance of
continuing research on this topic, including the possibility of creating a register of possible losses from the impact of
identified and assessed risks of the budget process.
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Y cTatTi po3rsaHyTO KOHLENTYasTbHi 3acain pusnK-MeHeIKMeHTY GIo[KETHOIO npoLiecy B YKpaiHi, 30kpema no-
HATTSA, CYTHICTb Ta cneuudivHi 0cobNMBOCTI L€ BaX/IMBOI CK1aL0BOI NPoLLecy ynpasniHHA AepXaBHUMU (hiHaHCcamu.
AKTYaJTbHICTb TEMU 06YMOB/IEHA HEOOXIAHICTIO NPOLOBXEHHS Ped)OpMyBaHHS CUCTEMUN [ePXaBHOMO BHYTPILLHLOIO
(hiHAHCOBOrO KOHTPO/IKO Ta iHTerpawii ynpasniHHSA pr3nkamm, K oro CknafoBol YacTvHW, B YCi eTany GIogKEeTHOro
npouecy. BignosigHo Le 3abe3neunTs eDeKTUBHE BUKOPUCTaHHS GHOKETHMX KOLUTIB Ta iHLIMX AEPXaBHUX PECYPCIB,
LLIO B CBOH Yepry MiABLWMTL Pe3yNbTaTUBHICTb OpraHiB Aep)XaBHOI BNaam nNpu AOCSArHeH CBOIX Ljisieli Ta 3aBAaHb.
MeTot0 AOCNiMKEHHS € BYUBYEHHS NPOLECY YNPaBiHHA pU3nKaMu G104KETHOTO NPOoLECY B AepXXaBHMX opraHax, 30-
Kpema po3rnsgy oro CyTHOCTI, 3MICTY, OCHOBHMX NPUHLMMIB Ta eTanis opraHisauii. B sikocTi metogis 6yno Bukopuc-
TaHO 3arasibHOHAYKOBI, (CNOCTEPEXEHHS, ONUC, aHani3, y3arasibHEHHSA, KOHKPETU3aLilo Ta TUMOJIOrNito) Ta cneLjasibHi
MeToAMn AocnifpkeHb. MpoaHanizoBaHO YMHHE 3aKOHOAABCTBO YKpaiHW Ta HayKoBi My6/ikauji, B YaCTVHI (DyHKLIOHY-
BaHHS BHYTPILUHbLOIO KOHTPO/IO Ta 3A4ICHEHHS YNPaBiHHA pU3MKamun B AepxaBHUX opraHax. Mpw foCAiLKeHH TeMM
KOHLeNnTyaslbHMX 3acaj pu3nK-MeHeMKMEHTY OIIKETHOro NpoLecy B YKpaiHi B AKOCTI 06'eKTy AOCNimKeHHsT Byae
po3rnsgartvcsa 6omKeTHUIA npoLec Ykpailu, npegmeTom byayTh 6e3nocepefHbo 3acaay ynpasniHHA pusvkamu 6to-
[DKETHOTO MpOoLieCy Ha YCix cTagisx 6rompKeTHoro umkay. Ocobnmsy yBary NpuaineHo po3rnsagy npuHumniB 34iicHeH-
HA MpoLecy ynpaBiHHA puU3nkamu, Aoro 3micTy, CyTHOCTI, PO3r/isfy YNpaBniHCbKUX 3aX0AiB, & TaKOX OCHOBHUX
METOZiB KOHTPOSIIO, SIKi BUKOPUCTOBYHOTHLCS B A€PXKABHUX OpraHax. JocniMKeHHs BUCBIT/IOE OCHOBHI eTanu npouecy
ynpasiHHA pu3nkamy OHLKETHOMO NPOLLECY, 30KpeMa BUSIB/IEHHS Ta igeHTudikaLi, OLiHKM iAeHTU(IKOBaHUX pr3N-
KiB, BUOOPY CNoCo6iB pearyBaHHS Ha iAeHTUIKOBaHI PU3MKK, MOHITOPMHIY HOBUX MOTEHLiMHMX 3arpo3 Ta nepernsg
BXE iAeHTUIKOBAHNX, AOKYMEHTYBaHHS Ta 3BiTYBaHHS LLOAO eheKTUBHOCTI BNPOBAMKEHNX YNPaBAIHCbKMX PillieHb.
BWCHOBKM CTaTTi NiAKPECI00TbL BaX/IMBICTL NPOLOBXEHHSA AOCNIMKEHb HA 3afaHy TeMy, BK/TOHAKUM MOX/IUBICTb
CTBOPEHHA PEECTPY MOX/MBUX 30UTKIB Bif, BNMBY ifEHTUDIKOBAHMX Ta OLIHEHNX PU3VKIB OIO[KETHOTO NPOLIECY.

KntouoBi cnoBa: GlomxeTHUIA Npouec, 6rogpKeTHE 3aKOHOAABCTBO, iAeHTUIKaLs pu3nKiB, cTagil GI0gKETHOro
npoLecy, pU3nK GHOKETHOrO NPOoLLeCy, yrnpas/iHHA pyU3nMKkammn BH0KETHOrO NPOoLLeCy.

Statement of the problem: The issue of risk  the socio-economic development of the country.
management of the budget processis akeyfactor However, as a rule, scientists pay more attention
in the organization of effective management of to the study of financial risks. In this regard, the
state resources, which as a result contributes to  issue of researching the theoretical problems
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of risk management of the budget process
acquires special importance and relevance.
The budget process at all its stages and levels,
thanks to the constant impact of risk factors,
is accompanied by a variety of risks, which in
turn requires an effective response in terms
of assessment, identification and subsequent
response measures to identified and evaluated
risks. It should be emphasized that effective,
efficient and systematic risk management is a
decisive factor for ensuring the financial stability
of state bodies, and because of the budgetary
system of the whole country. A formal attitude to
this issue may lead to significant losses of budget
funds and other state resources, disruption
of the implementation of the planned budget
programs of budget managers and a decrease
in the quality of life of the country's population.
It is important to properly organize the risk
management process of the budget process,
considering the impact of various challenges
and threats on the way to the implementation of
their plans, goals and objectives by public sector
institutions. Minimizing or avoiding risks will
improve the efficiency of spending budget funds
and using public resources.

Analysis of recent studies and
publications: The topic of risk management of
the budget process is of interest to scientists.
This is due to the fact that in the context of
cooperation between Ukraine and the European
Union, the issues of research on the topic of
public finance management require an in-depth
study of the issue of creating an effective system
of risk management of the budget process, as a
component of the system of internal control and
internal audit, which are based on the current
budget and international legislation. A significant
contribution to the research on the topic of risk
management was made by leading national
scientists such as: E. Balatsky, O. Bondaruk,
S. Bulgakova, Z. Varnalius, V. Vitlinsky, I. Liutyi,
R. Picus, N. Prykazyuk, O. Rozhko and others.
Methodological support of budget managers is
provided by the Ministry of Finance of Ukraine
by providing recommendations and explanations
on these issues. The issue under study is quite
complex in that the research issues are more
focused on financial risk management, and
rather than the risks of the budget process, they
therefore require a more thorough analysis,
systematization of knowledge and detailing of
the stages of risk management of the budget
process.

Selecting previously unresolved parts of a
common problem: This topic is of considerable

interest in scientific circles, because the issue
of effective and efficient use of budget funds
is always relevant. There are many domestic
and foreign studies on this topic, but there are
still issues worth further study clarifying the
organization of the risk management process of
the budget process as a component of internal
control in public sector institutions. Of particular
importance is the minimization of possible budget
losses, the emergence of which is provoked by
the existence of risks of the budget process and
may lead to inefficient use of budget funds.

Formulation of the objectives of the article
(setting the task): The purpose of the article is to
study the theoretical aspects of the organization
of risk management of the budget process, it’s
the essence and features, to identify problematic
issues that prevent the effective use of budget
funds and other state resources.

Presentation of the main material of the
study: Risk management of the budget process
is one of the most important components of
public finance management, which focuses on
the identification and effective assessment of
risks, implemented methods of responding to
them and measures to control/monitoring results
and appropriate documentation of the entire risk
management process. This process includes
the identification of potential hazards and
uncertainties that may affect the performance
of business entities, as well as the development
of effective strategies to avoid or minimize the
impact of such identified threats.

O. Rozhko understands the system of public
finance management as "a set of processes
of purposeful influence on subjects of state
power and management with the help of special
methods and tools on financial relations and
financial flows in the field of public finances for
the implementation of their functions, goals and
objectives of activity" [3, p. 169].

Budget process risk management is a
component of the state internal financial control,
which, in turn, is an important area of public
finance management to ensure the efficiency
and transparency of the use of budget funds.

Risk management of the budget process is
important in the context of ensuring financial
stability and efficiency of the functioning of
public sector institutions. A critical point in risk
management is systematicity, which allows you
to predict the probability of negative trends in
time, predict their impact and choose appropriate
response measures to them, which in the future
will ensure the effective and efficient use of
public resources by public sector entities.
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Today, risk management at all stages of
the budget process remains a topical issue.
O. Rozhko gives the following definition of the
budget process, in particular: "the budget process
is a set of successive stages of the formation
and implementation of budgets, starting with
the preparation of their projects and ending with
the approval of reports on their implementation,
subordinated to the goals of creating centralized
funds of funds and their use for financial support
of the functions and tasks of the state and
local self-government bodies" [3, p. 174]. This
activity is carried out to ensure the effective
and economical use of budget funds, based on
strict compliance with budget legislation. To this
end, budget managers organize internal control
(including risk management) and ensure its
implementation in their institutions to ensure the
implementation of Article 26 of the Budget Code
of Ukraine (hereinafter referred to as the BCU).
This article of the BCU regulates the issues of
the organization of internal control and internal
audit during the implementation of the budget
process.

Another document that defines the principles
and elements of internal control, the issues of
its organization and implementation, as well
as the risk management process are the Basic
Principles of Internal Control by the Managers
of Budget Funds, approved by the Resolution
of the Cabinet of Ministers of Ukraine dated
12.12.2018 No. 1062 (hereinafter referred to
as the Resolution). In paragraph 2 of Art. 5 of
the Resolution defines that "risk management is
the activity of the management and employees
of the institution to identify risks, conduct their
assessment, determine ways to respond to
identified and assessed risks, review identified
and assessed risks to identify new and those
that have undergone changes" and the value
of other elements of internal control in the
institution is given [6]. Based on the results
obtained on the identified and assessed risks,
state institutions approve internal documents
on the implementation of further measures to
respond to and control the identified risks.

The essence of risk management of the budget
process is to establish and use an effective
system for timely detection and prevention of the
impact of potential threats that may adversely
affect the activities of state authorities in terms
of implementation of their tasks and goals.

Among the main tasks of managing the risks
of the budget process at the level of public sector
institutions, effective budget planning, prevention
of misuse and ineffective use of budget funds

and other state resources, implementation of
planned indicators and timely reporting on the
implementation of the planned budget, etc.

In the public sector, risk management is
carried out according to the same principles as
state financial control, since this process is a
component of the process of internal control by
managers of budget funds. The basic principles
of risk management of the budget process in
state bodies are systematized by the author in
Table 1.

To understand the organization of the budget
risk management process, let's consider its
main elements. Thus, the components of the risk
management process of the budget process are:
asubject, anobjectandatopicthatclosely interact
with each other and other elements, in particular:
the internal environment of the institution, which
combines "processes, operations, procedures,
structures and distribution of powers for
their implementation, rules and principles of
management of human resources, budget
funds, objects of state (communal) property and
other resources, the functioning of information
(automated), electronic communication and
information-communication systems" [6].

At the same time, risk management is an
integrated process into the overall process of
managing the state resources of the institution
and making management decisions, which is
carried out at all levels and by all units in the
institution, which as a result minimizes the
negative results of the institution's activities, etc.

The risk management process of the budget
process is generalized in Figure 1.

Risk management of the budget process is
a component of management activities that is
carried out to identify, assess risks, determine
measures to respond to identified risks and carry
out ongoing monitoring of the effectiveness of
the implementation of internal control measures
by managers of budget funds. The current
budget legislation stipulates the following
management measures for the organization and
implementation of the risk management process,
namely:

— Coordination of the risk management
process, with the identification of responsible
persons.

— lIdentification of risks.

— Assessment of identified risks in relation
to the degree of potential threat.

— Selection of means of response to
identified and assessed risks.

— Management decision-making regarding
the adoption of control measures.
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Table 1

Basic principles of risk management of the budget process in state bodies

of authority

Principle Characteristics
Implementation of analysis and internal control measures on an ongoing basis
Continuity to ensure that the institutions achieve the planned objectives and results of
activities
Intearation Involvement of all stakeholders in the risk management process
9 at all levels and stages of the budget process of budget managers
g Use of complete and reliable information in the process of making
Objectivity management decisions
Delegation Clear distribution of powers and responsibilities of all participants

in the process within the competence

Responsibilities

budget process

According to the requirements of the current legislation, the
responsibility of the management and employees of the institution,
within the limits of authority, for the quality and effectiveness

of management decisions, as well as thelir direct implementation,
in the implementation of the process of managing the risks of the

Adequacy

and efficiency of the budget process

Optimal ratio of costs and results obtained from risk management

Preventiveness

Implementation of actions to identify and prevent potential threats that
may cause significant deviations from the planned results
of the activities of state authorities

Demarcation

Clear separation of internal control functions, including risk
management and internal audit

Ensuring feedback, transparency and appropriate response

Openness in the process of implementing risk management
Sequences gc?tlir(])%sa clearly organized algorithm to ensure logical and reasonable
- The control system is represented by a set of Interrelated elements:
Systematic subject of control, object of control, methods of control, etc.
i The process of studying the object of control from all sides to consider
Versatilities all information, factual data and facts
Complexities Considering the relationships between different types of risks
Feasibility Responding only to potentially dangerous risks
Source: compiled by the author
— Constant monitoring of the state various methods and approaches to identify

of implemented results and control of the
identification of new and previously identified
risks in relation to changes and the effectiveness
of response to them.

— Documenting and reporting  risk
management results.
To ensure proper organization and

implementation of risk management, this process
is structured into successive stages, which the
author presents in Table 2.

The key tools for managing the risks of
the budget process to ensure the stability of
budget processes and achieve the goals and
objectives of public sector entities are a set of

and minimize risks at all levels and stages of
the budget process. Among the main ways,
as forms of response to assessed risks, can
be distinguished such as: reducing, accepting,
sharing or avoiding risk.

As an example of minimizing risks and
improving the quality of the budget process,
Liutyi I. offers "transition to medium- and
long-term budget planning with elements of
strategic forecasting; budget development
in accordance with established goals and
objectives with mandatory consideration of
available financial resources; directing budget
decisions to the implementation of priority socio-



Bunyck # 70 / 2024

EKOHOMIKA TA CYCIMINbCTBO

Risk management of the budget process

Purpose Ensuring efficient and effective use of budget funds and other public
resources by timely detection of potential threats and their negative
impact on the achievement of planned goals and budget performance

indicators

Task —» Ensuring efficient use of the state's financial resources

Objects Relationships that arise at all stages and levels of the budget process
(can be either individual stages of the budget process or the budget

process as a whole)

All participants in the budget process who, in accordance with the
| current legislation, have the authority and responsibility for the
formation, implementation and control over the implementation of
budget performance indicators

Subjects

Topic — Directly risks arising from the activities of public sector institutions,
regardless of their scale and sources

Figure 1. The essence and content of risk management of the budget process
Source: built by the author

Table 2
The process of risk management of the budget process

Stage Characteristics
First Detection and identification of risks
Second |Assessment of identified risks
Third Choosing how to respond to identified risks
Fourth | Monitoring new potential threats and reviewing already identified
Fifth gggg{gﬁgtation and reporting on the effectiveness of implemented management

Source: compiled by the autho

economic programs and ensuring their effective
implementation; connection between general
goals and decisions made and distribution of
budget resources in accordance with established
goals; development of drafts of the State Budget
of Ukraine on the basis of improving the quality
of macroeconomic forecasts of key indicators
of economic and social development with
mandatory preliminary independent examination
of the realism of such forecasts; involvement of
a wide range of the public in participation in the
discussion of the budget process" [4, p. 126].

Separately, attention should be paid to the
main methods of control used in state bodies,
among the main ones we will highlight the
following:

—  General scientific, in particular: induction,
deduction, analysis and synthesis, analogy
and modeling, abstraction and concentration,
classification.

—  Specifics, such as: survey, observation,
analytical review, generalization, documentary
verification, inspection, counting, examination,
etc.
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Fortheproperorganizationandimplementation
of risk management of the budget process, it is
necessary to consider certain features of this
complex process, among which are:

— The complex nature of the budget
process, which involves the coverage and study
of the versatile risks of the budget process, which
in turn require their own analysis and certain
management actions.

— The impact of external factors on the
implementation of effective budget indicators,
such as the war in Ukraine, the fleeting economic
situation in the world, constant changes in the
current legislation, etc.

— Subjective nature of risk assessment,
which requires the involvement of highly qualified
specialists in the risk management process.

— The presence of limited resources, in
particular: financial, human and time.

— The need for constant monitoring,
updating and adaptation to changes both in the
internal environment and the influence of internal
factors.

— Implementation of effective interaction
and coordination with all participants in the
budget process to ensure coordinated actions.

—  Strict compliance with the norms of the
current legislation.

— Risk management information should be
available to all interested parties.

Conclusions. Consequently, risk mana-
gement of the budget process is a mechanism
for organizing and implementing management
measures to optimize the processes of public
sector institutions to ensure the achievement of
performance indicators of budget managers in
accordance with the defined goals and activity
plans, as well as to prevent the misuse of budget
funds, state property and other resources.

Itisimportantto manage the risks of the budget
process to ensure the stability of the budget
and the effective functioning of public sector
institutions, improve the quality of their budget
planning, efficiency, increase transparency
and accountability of state bodies, etc. Neglect
or formal organization of this process will lead
to disruption of the implementation of budget
programs and, accordingly, inefficient use of
state resources. Effective management of the
country's budgetary process stimulates socio-
economic development and the well-being of
citizens.
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