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Abstract. The purpose of the research is to improve the methodological approach to assessing the 

financial security of the region in the context of decentralization, which, unlike the existing ones, makes 

it possible to determine the ways of ensuring the financial security of the regions through an integrated 

assessment of the contribution of individual factors and types of regulation to the final state of the finan-

cial security of the territories. Methodology. The methodological approach to the assessment of the fi-

nancial security of the region under decentralization has been improved based on the application of 

normalization of the system of indicators and construction of integral indices by the type of impact 

indicator (exogenous or endogenous) and factors: decentralization, socio-economic status and fiscal pol-

icy of the regions. Individual time series have been identified and evaluated for each of these integrated 

indicators. Results. Based on the research, the methodological approach to the assessment of the financial 

security of the region under decentralization conditions has been improved, which makes it possible to 

determine the ways of ensuring the financial security of the regions by assessing the contribution of 

individual factors and types of regulation to the financial security. These individual contributions are 

grouped together to reflect the type of impact indicator (exogenous or endogenous) and factors such as 

decentralization, socio-economic status and fiscal policies of the regions. The categories of integrated 

indicators proposed in the article are useful for monitoring financial security drivers, making it clear 

what affects the financial security of a country under decentralization, how systemic events in the pro-

cess of decentralization affect the financial security of regions over time. Practical meaning. The re-

search identified three groups of regions of Ukraine in terms of their financial security: financially secure 

regions, which during the entire observation period were ascertained: a high integral financial security 

index (Dnipropetrovsk, Kyiv regions) and a sufficient integral financial security index (Lviv, Za-

porizhzhya, Odesa, Poltava and Kharkiv regions); financially unstable regions where there is a potential 

for strengthening financial security (Vinnytsia, Donetsk, Kirovohrad, Mykolaiv, Cherkasy regions), but 

there is also a likelihood of aggravation of a negative financial situation (Ivano-Frankivsk, Zhytomyr, 

Sumy, Kherson, Khmelnytsky, Chernihiv regions); financially dangerous regions, which are dependent 
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on state support, are not able to independently fulfill the majority of delegated to the local level of au-

thority and to finance the economic development of the region (Volyn, Luhansk, Transcarpathian, Rivne, 

Ternopil, Chernivtsi regions). Therefore, the advantage of using this system of integrated indicators is 

that they give the developers of national regional policy and internal regional policy an up-to-date picture 

of the financial security situation in the region, wider than that provided only by some unsystematic 

indicators. Prospects for further research. The prospect for further research should be to improve meth-

odological support for the financial security of Ukrainian regions. 
 

Keywords: methodological approach, assessment, financial security, region, decentralization, in-

dicator, factor. 
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Анотація. Метою статті є удосконалення методичного підходу до оцінки фінансової 

безпеки регіону в умовах децентралізації, який, на відміну від існуючих, уможливлює визначення 

шляхів забезпечення фінансової безпеки регіонів через інтегральну оцінку внеску окремих фак-

торів та типів регулювання у підсумковий стан фінансової безпеки територій. Методи. Удоско-

налено методичний підхід до оцінки фінансової безпеки регіону в умовах децентралізації на ос-

нові застосуванні нормалізації системи індикаторів та побудові інтегральних індексів за типом 

індикатора впливу (екзогенний або ендогенний) та факторів: децентралізації, соціально-економі-

чного стану та фіскальної політики регіонів. Для кожного з цих інтегральних індикаторів були 

визначені та оцінені індивідуальні часові ряди. Результати. На підставі досліджень удоскона-

лено методичний підхід до оцінки фінансової безпеки регіону в умовах децентралізації, який 

уможливлює визначення шляхів забезпечення фінансової безпеки регіонів через оцінку внеску 

окремих факторів та типів регулювання у фінансову безпеку. Ці індивідуальні внески зведені у 

групи, що відображають тип індикатора впливу (екзогенний або ендогенний) та фактори: децен-

тралізації, соціально-економічного стану та фіскальної політики регіонів. Пропоновані у статті 

категорії інтегральних показників корисні для моніторингу драйверів фінансової безпеки, дозво-

ляють зрозуміти, що впливає на фінансову безпеку країни в умовах децентралізації, як системні 

події у процесі децентралізації впливають на фінансову безпеку регіонів у часі. Практичне зна-

чення. В результаті досліджень виокремлено три групи регіонів України за рівнем їх фінансової 

безпеки: фінансово безпечні регіони, в яких протягом всього періоду спостереження констатува-

вся: високий інтегральний індекс фінансової безпеки (Дніпропетровська, Київська області) та до-

статній інтегральний індекс фінансової безпеки (Львівська, Запорізька, Одеська, Полтавська та 

Харківська області); фінансово нестійкі регіони, в яких є потенціал украплення фінансової без-

пеки (Вінницька, Донецька, Кіровоградська, Миколаївська, Черкаська області), але й є ймовір-

ність загострення негативної фінансової ситуації (Івано-Франківська, Житомирська, Сумська, 
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Херсонська, Хмельницька, Чернігівська області); фінансово небезпечні регіони, які є залежними 

від державної підтримки, неспроможні самостійно виконувати більшість делегованих на місце-

вий рівень повноважень та фінансувати економічний розвиток регіону (Волинська, Луганська, 

Закарпатська, Рівненська, Тернопільська, Чернівецька області). Отже, перевагою застосування 

даної системи інтегральних індикаторів є те, що вони надають розробникам державної регіона-

льної політики та внутрішньої регіональної політики актуальну картину про стан фінансової без-

пеки в регіоні, ширшу, ніж та, яку надають лише окремі несистематизовані показники. Перспек-

тиви подальших досліджень. Перспективою подальших досліджень має стати удосконалення ме-

тодичного забезпечення фінансової безпеки регіонів України. 
 

Ключові слова: методичний підхід, оцінка, фінансова безпека, регіон, децентралізація, 

індикатор, фактор. 
 

Кількість джерел: 10; кількість таблиць: 1; кількість рисунків: 2; кількість формул: 0. 
 

1. Introduction. 

Changes in the general economic situa-

tion, mistakes in the policies of local govern-

ments can lead to systemic financial security 

risks, creating a dangerous situation for the 

country’s financial system. The monitoring of 

these risks requires quantitative information 

covering these economic phenomena, as well 

as the development of financial policies of the 

state and regions, decentralization processes 

and its impact on the financial security of the 

regions. This information is indeed crucial for 

identifying the root cause of a potential or ac-

tual financial crisis, as well as for further eval-

uating and monitoring its possible effects. Ob-

taining the values of the financial security in-

dicators of the regions on different aspects 

does not allow systematically assessing the 

comparative status of the regions due to the 

large volume of indicators, determine the di-

rections of ensuring the financial security of 

the regions, their potential and the effective-

ness of financial management in the region. 

Therefore, it is necessary to develop a method-

ological approach to assessing the financial se-

curity of the region in the context of decentral-

ization, which would be able to meet these 

basic objectives. 

2. Literature review. 

The work of foreign scientists is devoted 

to regional financial stability (Afonso, 2013; 

Hendrick, 2014; Purbadharmaja, 2017).  

Unsystematic indicators of financial security 

of the region are presented in the works of 

M. Medvid (2006; 2008), I. Chervyakov et al. 

(2009), V. Petrova and T. Pushkar (2012), 

T. Sukhorukova, O. Alexandrova and 

K. Savgira (2018). There are several ap-

proaches in the scientific literature of our 

country to formulate a methodological ap-

proach to assessing such indicators. S. Lelyuk 

proposes the stages of organization of the sys-

tem of monitoring the financial security of re-

gions (Lelyuk, 2014). M. Medvid develops 

“methodological approaches to assessing the 

state of financial security in the region, which 

consist in a consistent comparison of the sys-

tem of financial security indicators with their 

thresholds in combination with the analysis of 

trends in these indicators” (Medvid, 2008). 

Identifying the systemic financial security 

risks of regions from partial indicators of the 

financial system is of paramount importance. 

Aggregated data are needed to recognize over-

all trends and overall financial security risks, 

while regional-level data are better informed 

about the concentration of risks. Therefore, 

given that the construction and interpretation 

of financial security indicators in a region is 

intended to provide a real summary assessment 

of its level, it is necessary to aggregate the in-

formation contained in a number of groups of 

indicators. The methodological guidelines for 

calculating the level of economic security of 

Ukraine include the stages of constructing an 

integrated assessment of economic security, 

which can also be applied to the financial  
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security of regions (Ministry of Economic  

Development of Ukraine, 2013). 

3. Methodology.  

Research methods will be to apply the 

normalization of the indicator system and the 

construction of integral indices by the type of 

impact indicator (exogenous or endogenous) 

and factors: decentralization, socio-economic 

status and fiscal policy of the regions. Individ-

ual time series have been identified and evalu-

ated for each of these integrated indicators. 

4. Research objectives. 

The purpose of the article is to improve 

the methodological approach to assessing the 

financial security of the region in the context 

of decentralization, which, unlike the existing 

ones, makes it possible to identify ways to en-

sure the financial security of the regions 

through an integrated assessment of the contri-

bution of individual factors and types of regu-

lation to the final state of financial security of 

the territories. 

5. Results and discussions. 

It is proposed to select indicators for in-

tegrated assessment by groups that reflect the 

factors and potential of financial security. For 

consistent comparability of indicators, they 

should be normalized across all regions of 

Ukraine and over the entire decentralization 

period, which will allow to take into account 

not only the spatial aspect (level of financial 

security by regions in a certain year), but also 

the change in the financial security of regions 

with the development of decentralization pro-

cesses. 

The normalization of stimulus and disin-

centive indicators for the financial security of 

the regions should be such that each of the in-

dicators is in the range 0 to 1, with the unit in-

dicator equation corresponding to the maxi-

mum financial security of the region and zero 

to the worst. 

Formula for normalization of disincen-

tive indicators: 

 

,,1,
minmax

min ni
xx

хх
x інc

i 



  (1) 

where n is the volume of statistics for 

each indicator. 

 

The formula for the normalization of the 

disincentive indicators: 

 

.,1,
minmax

max ni
xx

хх
x iнд

i 



  (2) 

 

In the group “Exogenous indicators of in-

stitutional factors of decentralization” indica-

tors-stimulators are: the share of regional 

budget revenue in consolidated budget reve-

nues; share of local taxes and fees in regional 

budget revenues (excluding MBT); share of re-

gional budget expenditures in consolidated 

budget expenditures; the share of expenditures 

financed from the revenues of the regional 

budget (excluding MBT). The disincentive in-

dicator of this group: the share of transfers 

from the state budget in the structure of reve-

nues of the regional budget. 

In the group “Endogenous Indicators of 

Institutional Decentralization Factors”, stimu-

lus indicators are: the share of regional budget 

revenues (excluding MBT) in GRP; share of 

regional budget expenditures in GRP; local 

budget deficit (-) / surplus ratio (+); the share 

of (-) (surplus (+)) regional budget in GRP. 

The disincentive indicator of this group: subsi-

dization of the regional economy. 

In the group “Exogenous indicators of 

factors of socio-economic status of the region” 

indicators-stimulants are: comparative index 

of physical volume of GRP to GDP; share of 

the region's capital investments in the coun-

try's capital investments; the level of employed 

population of working age (according to ILO 

methodology). The disincentive indicators of 

this group: comparative index of consumer 

prices of the region; share of the region in the 

amount of wage arrears. 

In the group “Endogenous indicators of 

factors of socio-economic status of the region” 

indicators-stimulators are: the index of physi-

cal volume of gross regional product; export 

index of products of the region; share of capital 

investments of the region in GRP; share of  
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enterprises in the region that have made a net 

profit; index of real disposable income per cap-

ita. There are no disincentive indicators in this 

group. 

In the group “Exogenous indicators of 
fiscal factors” indicators-stimulators are: the 
coefficient of tax independence; budget cover-
age ratio; coefficient of overall tax stability; 
the profitability factor of the revenue base. The 
disincentive indicator of this group: the share 
of transfers from the state budget to GRP. 

In the group “Endogenous Fiscal Factors 
Indicators” the indicators-stimulants are: the 
coefficient of budgetary security of the popu-
lation; coefficient of economic efficiency of 
the budget; financial performance ratio of the 
budget. The disincentive indicators of this 
group: share of crediting of the budget of the 
region in GRP; debt service ratio. 

Symptoms of financial risk include: 
- the negative impact of decentralization 

on the financial security of the regions; 
- the negative impact of the socio-eco-

nomic situation on the financial security of the 
region; 

- the negative impact of fiscal policy, 
performance and productivity of local budgets 
on financial security. 

Integral index indicators should reflect 
one or more of these danger symptoms in a 
timely manner. It is proposed to use the arith-
metic mean method to calculate integral indi-
ces. 

Determining the integrated indicators of 
indicators by groups of factors for all regions 
for each year shows a manifestation of the 
overall strengthening or weakening of the fi-
nancial security of regions with a decentraliza-
tion trend, that is, reflects the systemic finan-
cial security of the regions. Dynamic assess-
ment is important for identifying the 
development of financial systems in the re-
gions and justifying the right course in decen-
tralization processes. 

Determining integral indicators by 
groups of factors for each region provides 
summary data for assessing the impact of de-
centralization, socio-economic status of  

territories, and fiscal performance on financial 
security. 

According to the calculations of inte-
grated exogenous and endogenous indicators 
of institutional factors of decentralization, the 
most favorable institutional conditions for de-
centralization, formed at the state level, were 
reflected in the state of finances of Dniprope-
trovsk, Kyiv, Odesa and Kharkiv regions. 
These regions have generated a significant 
amount of their own revenues, and have 
achieved the greatest independence of budgets. 
However, compared to the GRP of the men-
tioned regions, these funds are not sufficient. 
In Transcarpathian, Chernivtsi, and Rivne re-
gions, most of the local budget revenues are 
distributed through GRPs, and their expendi-
tures account for more than 30% of the re-
gional product. Therefore, they are more resil-
ient in domestic financial policies. 

The final assessment of the institutional 
factors of decentralization made it possible to 
rank regions in terms of financial security. The 
least stable under decentralization conditions 
are Luhansk, Ivano-Frankivsk, Ternopil, 
Volyn region (the value of the integral index in 
2017 is less than 0.5), and the most stable in 
Zaporizhzhya, Lviv, Kyiv, Kharkiv, Odesa 
and Dnipropetrovsk regions (values of the in-
tegral index in 2017 is more than 0.6). 

The analysis of the integral values within 
the time series has allowed to establish the 
growth of positive influence on the financial 
security of the regions of Ukraine both in terms 
of state policy of decentralization and internal 
regional policy in conditions of decentraliza-
tion. The latter is more effective, that is, local 
self-government bodies of the regions are fully 
aware of their role in ensuring the autonomy, 
capacity and self-sufficiency of regional de-
velopment. 

According to the normalized data of inte-
gral indicators of the factors of socio-eco-
nomic status of the regions of Ukraine, the 
most favorable socio-economic situation in 
Dnipropetrovsk, Kyiv and Lviv regions. In 
these regions, economic development has been 
achieved at a high rate, provided with large 
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volumes of investments, inflation processes 
are restrained, jobs are created and wages are 
paid in a timely manner. 

At the same time, exclusively at the re-
gional level, Khmelnitsk, Ternopil and Ivano-
Frankivsk regions are developing more dy-
namically than all other regions. So, according 
to the internal policy of regional development, 
they have a high potential for ensuring finan-
cial security. 

The final assessment of the factors of the 
social and economic condition of the region 
made it possible to rank the regions in terms of 
financial security. The most rapidly develop-
ing are Dnipropetrovsk and Kyiv regions. 
They hold an effective concentration of capi-
tal, which allows providing an economic de-
velopment. The obvious consequence of the 
post-conflict state is the low social and eco-
nomic situation in Donetsk and Lugansk re-
gions. It should be noted that while Lugansk 
region depends on state financial assistance, 
Donetsk region, having rather high budget in-
dicators and the independence of local budg-
ets, does not provide adequate funding for eco-
nomic programs. 

The analysis of the integral values of the 
financial security indicators of the regions ac-
cording to social and economic status within 
the time series allowed establishing a signifi-
cant increase in 2016-2017 years of a positive 
impact on the financial security of the regions 
of Ukraine’s internal regional policy. 

The calculated data of the integral indi-
cators of fiscal factors made it possible to state 
that fiscal stability is observed in Dniprope-
trovsk, Kyiv and Kharkiv regions. In these re-
gions, high rates of sustainability of the in-
come base and the tax base were achieved. 
Budget performance and efficiency indicators 
are the highest, except for those mentioned in 
Zaporizhzhya, Odesa and Poltava regions. 
These regions illustrate effective fiscal policy, 
budget planning, and local budget execution, 
allocating budget revenues to correct eco-
nomic growth programs. 

The final assessment of the fiscal factors 
of the region also allowed ranking the regions 
in terms of financial security. The most fiscally 

sustainable regions are Kharkiv, Za-
porizhzhya, Poltava, Odessa, Dnipropetrovsk 
and Kyiv regions. They hold effective fiscal 
policy, effective administration of taxes, and 
budgetary support of the population. Low in-
dicators of fiscal sustainability can be noted in 
Chernivtsi, Luhansk, Transcarpathian, Ter-
nopil regions. The financial capacity of these 
regions is insufficient. 

The analysis of the integral values of the 
fiscal security indicators of the regions accord-
ing to a fiscal factor within the time series has 
allowed to establish an increase in a positive 
impact on the financial security of the regions 
of Ukraine of internal regional policy, while 
the state fiscal policy in 2015 and in 2017 had 
a negative impact on financial security. 

Determining the integrated indicators ac-
cording to the type of financial security impact 
for each region provides summary data for 
evaluating the performance of national re-
gional and domestic financial security policies. 
The integral index for years, in this case, is de-
signed to capture the systemic risk of financial 
risk arising from exogenous shocks or as a re-
sult of an inactive domestic regional policy. 
This method made it possible to determine that 
the most effective influence of state regional 
policy is observed in Dnipropetrovsk, Za-
porizhzhya, Kyiv, Odesa and Kharkiv regions. 
At the same time, such a positive impact was 
observed throughout the observation period, in 
contrast to the effectiveness of internal re-
gional policy, the positive effects of which 
have increased substantially in almost all re-
gions of Ukraine only in 2016-2017 years. The 
exceptions are Donetsk and Lugansk regions, 
which must overcome the consequences of a 
military conflict. 

The decisive influence of the internal re-
gional policy on the financial security of the 
regions of Ukraine under the conditions of de-
centralization in 2017 year has been proved. At 
the same time, the existing principles of the 
state policy of regional development remain 
the most influential for the regions of 
Dnipropetrovsk and Kharkiv regions. The 
overall assessment of the financial security of 
the regions of Ukraine is given in Table 1. 
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Table 1. The total integrated financial security indicators of the regions of Ukraine 
Region 2014 2015 2016 2017 

Vinnytsia 0,47 0,52 0,58 0,58 

Volyn 0,37 0,44 0,49 0,52 

Dnipropetrovsk 0,68 0,68 0,71 0,75 

Donetsk 0,55 0,45 0,57 0,55 

Zhytomyr 0,43 0,45 0,52 0,55 

Transcarpathian 0,39 0,37 0,48 0,52 

Zaporizhzhya 0,56 0,58 0,65 0,65 

Ivano-Frankivsk 0,42 0,46 0,52 0,53 

Kyiv 0,59 0,61 0,70 0,73 

Kirovohrad  0,48 0,51 0,58 0,59 

Lugansk 0,48 0,44 0,53 0,43 

Lviv 0,48 0,53 0,61 0,64 

Mykolaiv  0,47 0,51 0,58 0,59 

Odessa 0,52 0,57 0,66 0,70 

Poltava 0,56 0,55 0,60 0,62 

Rivne 0,39 0,41 0,47 0,50 

Sumy 0,46 0,47 0,54 0,58 

Ternopil 0,38 0,42 0,48 0,52 

Kharkiv 0,52 0,56 0,61 0,64 

Kherson 0,42 0,45 0,52 0,55 

Khmelnytsk 0,44 0,48 0,55 0,58 

Cherkasy 0,47 0,51 0,58 0,58 

Chernivtsi 0,36 0,43 0,49 0,49 

Chernihiv 0,44 0,47 0,54 0,58 

In Ukraine 0,47 0,49 0,56 0,58 
 

The regions of Ukraine were grouped ac-

cording to their level of financial security for 

the entire observation period using the cluster 

analysis tool (Fig. 1). 

 
Fig. 1. Grouping of regions according to the level of financial security in 2014-2017 years 
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As a result, three groups of regions are 

distinguished: 

- financially secure regions in which, 

throughout the observation period, there was a 

high integrated financial security index 

(Dnipropetrovsk, Kyiv regions) and a suffi-

cient integrated financial security index (Lviv, 

Zaporizhzhya, Odesa, Poltava and Kharkiv re-

gions); 

- financially unstable regions where there 

is a potential for strengthening financial secu-

rity (Vinnytsia, Donetsk, Kirovohrad, Myko-

laiv, Cherkasy regions), but there is also a  

likelihood of aggravation of a negative finan-

cial situation (Ivano-Frankivsk, Zhytomyr, 

Sumy, Kherson, Khmelnytsk, Chernihiv re-

gions);  

- financially dangerous regions, which 

are dependent on state support, are not able to 

fulfill independently the majority of delegated 

to the local level of authority and to finance the 

economic development of the region (Volyn, 

Luhansk, Transcarpathian, Rivne, Ternopil, 

Chernivtsi regions). 

Generally, we propose a methodological 

approach to assessing the financial security of 

regions in Fig. 2.  

Fig. 2. A methodological approach to the assessment of the financial security of regions 

under decentralized conditions 

Objective: To provide a realistic overall assessment of the level of financial security of the regions 

Formation of many financial security indicators for the region 

By factors of financial security: institu-

tional factors of decentralization, social 

and economic, fiscal 

By type of impact on financial security: exoge-

nous (national regional policy), endogenous (in-

ternal regional policy) 

Normalization of the region’s financial security indicators 

For stimulant indicators:

 

For disincentive indicators:

 

Calculation of partial integral financial security indices of the region (using the arith-

metic method in each group of normalized indicators) 

By financial security 

factors of individual 

regions 

By type of impact on 

the financial security of 

individual regions 

By time parameter to determine sys-

temic shifts across all regions 

Calculation of the final integral financial security index of the region 

Grouping regions by financial security level during the observation period (cluster 

analysis by Ward’s method) 

financially secure regions 

(high and sufficient level of 

financial security) 

financially unstable re-

gions (with the potential 

to strengthen financial se-

curity, with the likelihood 

of loss of financial  

security) 

financially dangerous re-

gions (low level of finan-

cial security during the 

observation period) 
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6. Conclusions.  

Unlike other methodological approaches, 

the proposed one makes it possible to identify 

ways of ensuring the financial security of re-

gions by assessing the contribution of individ-

ual factors and types of regulation to financial 

security. These individual contributions are 

grouped together to reflect the type of impact 

indicator (exogenous or endogenous) and fac-

tors such as decentralization, social and eco-

nomic status and fiscal policies of the regions. 

Individual time series have been identified and 

evaluated for each of these integrated  

indicators. Such integrated metrics are useful 

for monitoring financial security drivers, mak-

ing it clear what affects the country's financial 

security in a decentralized environment, how 

systemic events in the decentralization process 

affect the financial security of regions over 

time. Therefore, the advantage of using this 

system of integrated indicators is that they give 

the developers of national regional policy and 

internal regional policy an up-to-date picture 

of the financial security situation in the region, 

wider than that provided only by some unsys-

tematic indicators. 
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