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SOCIAL IMPERATIVES OF PUBLIC FINANCE:
WAR ADAPTATION AND PRINCIPLES OF POST-
WAR RECOVERY

ABSTRACT

The article examines the quantitative and qualitative characteristics of state finances in
martial law conditions and the need for resource provision of the military "face" social
protection system for the population, including those affected by the consequences of
the war, the identification of probable social and resource challenges and threats in the
short term, as well as further inertial — regulatory progress in their development. For
this purpose, general-centric and sector-adaptive scientific methods of cognition are
used, the core of which is a systematic approach to the study of mutual influence and
the interrelationship between the triad: public finances — military economy — social pol-
icy. It was established that the existing society's "face" of state finances provides ade-
quate social protection for Ukrainians in difficult life circumstances caused by the russian
federation's military aggression. His historiography is based on an extensive model of
social policy, which dates back to Soviet times and takes place under the slogan "the
more benefits, subsidies and social benefits are given to citizens, the better is the man-
ifestation of the state's concern for its citizens." However, the specified model in the
conditions of martial law creates a threat to the transition of state finances into an
unbalanced and unstable form, ensuring the flow of their state from social "health" to
"weakness". The article proposes a number of objectives for maintaining the state fi-
nance social "health" during the period of martial law and post-war recovery and for-
mulates a new social model in the post-war recovery paradigm of Ukraine — compliance
with the principles and standards of social policy in EU member states, improvement of
the human life quality, opposition to demographic changes, increased levels of social
protection and social unity, help to reduce poverty, help in overcoming discrimination
in all forms of its appearance with maximum parity with the financial capabilities of the
state.

Keywords: public finances, social protection, budget regulation, martial law, post-war
reconstruction, the war economy, war finances, food, poverty

JEL Classification: H12, H53, H55, 132, 138

INTRODUCTION

The war in Ukraine posed an unorthodox set of socio-economic, financial-budgetary,
monetary and political challenges of a crisis-like nature to Ukraine, and additionally gave
rise, on the one hand, to the previously little-studied functioning phenomenon and in-
stitutional capacity of state institutions to carry out regulation processes under martial
law conditions, and another, was determined by the further role issue of the current
economic development paradigm and its resource-supporting Strategy for reforming the
public finance management system for 2022-2025 [31; 33; 36-37] for recovery from
the consequences of the war, taking into account the unfinished process of architecting
a new budget system and the absence of a basic regulatory document on the specifics
the functioning of state finances in the martial law conditions. At the same time, ac-
cording to the World Bank, as a result of the invasion of the russian federation on the
territory of Ukraine, it is predicted that the world economy in 2022 will grow by only
2.9% [47] against the previous forecast of 4.1% [47], the Organization for Economic
Cooperation and Development — from 4.5% to 3% [21], which, against the background
of the inertia of the consequences of the COVID crisis, causes a global recession — “the

358

DOI: 10.55643/fcaptp.3.50.2023.4031


https://fkd.net.ua/
https://www.fta.org.ua/
https://doi.org/10.55643/fcaptp.3.50.2023.4031
https://orcid.org/0000-0002-3805-2215
mailto:psv03051984@gmail.com
https://orcid.org/0000-0002-8859-0724
https://orcid.org/0000-0002-6497-6526
https://orcid.org/0000-0002-0691-2268
https://orcid.org/0000-0003-3073-6134
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/

FINANCIAL AND CREDIT ACTIVITY: PROBLEMS OF THEORY AND PRACTICE
Volume 3 (50), 2023

three-headed hydra of energy, food and debt, will lead to the collapse of family incomes and public services in many
developing countries” [44]. That is, the military invasion of Ukraine unbalanced the financial and economic balance of
recovery processes in developed countries, emphasizing the COVID-adaptability of the implementation of infrastructure
projects, measures aimed at preserving the socially oriented vector of stabilization and ontogenesis of the economy, in
particular the transparency and accountability of unemployment benefits, other social and fiscal measures aimed at to
achieve the UN Global Sustainable Development Goals by 2030, the objectives of the Plan for the recovery of Ukraine from
the consequences of the war [8].

In this context, an important aspect during the war is the implementation of social policy based on distribution, that is,
the ability of authorized bodies to carry out their activities, the core of which is redistributive processes aimed at overcom-
ing socio-economic inequality between different sections of the population. In this regard, in the conditions of martial law,
it is necessary to coordinate the two most important areas of state policy — budgetary (in particular, through the Strategic
Plan of the Ministry of Finance of Ukraine for 2018-2021 [15]) and social (Strategic Plan of the Ministry of Social Policy of
Ukraine for the 2022 year and two budget periods coming as planned (2023—-2024 [30]). Today, the effectiveness of social
policy directly depends on the amount of funds in the budget, and their implementation should be built in such a way as
to ensure minimal opportunities for socially vulnerable categories of society, taking into account the low probability of
economic growth, the deterioration of relevant forecasts in the short term due to the energy crisis, actualizing such kind
of research.

LITERATURE REVIEW

The issues of economic policy and the policy of socio-economic development were widely initiated in the works of econo-
mists-classics and modern representatives of political economy A. Smith, A. Marshall, E. Roth, D. Stiglitz, A. Maurice, A.
Sen, A. Saint-Simon, B. Olin, L. Walras, T. Veblen, K. Marx and a number of others. Separate aspects of social policy in
the context of the new paradigmization of economic development, in particular, the macroeconomic vector of overcoming
poverty, the mobilization of internal financial and economic resources (including rent) to ensure the sociologization of
economic development, the architecture of social protection system and pension provision in the conditions of the global
population ageing, countering the world coronavirus infection pandemic was investigated in the works of G. Kornia, T.
Mkandavir, K. Hujo, I. Ilchon, M. McIntosh, M. Koivusalo, O. Kangas, Y. Palme, etc. The “Washington Consensus” which
was formulated by the English economist D. Williamson provided an impetus for researching the processes of financing
the social imperatives of economic development (K. Hujo, S. McClanahan), solidarity anti-crisis financial policy (D. Strauss-
Kahn), and more modern experience of state architecture of finance obtained during the construction of the financial
model for exiting the global corona crisis (M. Hasan, Z. Ma-Hui, M. Siam-Heng, K. Maximilian).

Among Ukrainian scientists, the issues (which were initiated at the turn of the 1990s and 2000s and determined by the
Rubicon of the Strategy for the Economic and Social Development of Ukraine “On the Path of European Integration”
adoption for 2004-2015) of the public finance management system development, certain aspects of the sociologization of
Ukraine budget state expenditures, socio-economic development budgetary regulation for territorial locations taking into
account the progress of structural reform implementation (including decentralization), reforms of social security and pro-
tection of the population were raised in scientific works by V. Bazilevich, A. Buryachenko, O. Holynska, N. Deeva, M. Karlin,
A. Kovalchuk, I. Lunina, M. Mnykh, O. Semchyk, I. Chugunov, etc.

However, the new economic reality created by the large-scale armed aggression of the russian federation against the
Ukrainian people (that is, without exaggeration, the entire democratic world) against the background of the World Bank's
forecast of a drop in Ukraine GDP by 45% in 2022 [46], made public by preliminary estimates the Ministry of Economy of
Ukraine at the level of no below 30% [7], although it is a better indicator than predicted in previous forecasts, it does not
stop the growth of the poverty scale (at the rate of 5.5 USD per day) to the level of almost 20% compared to 1.8% in
2021, that is, almost 60% of the country's population will be below the poverty line, it is necessary to carry out additional
research on the state finances situation from the perspective of transformational progress, to determine the level of their
social "weakness" or "health". This need is reinforced by the presence of a regulatory "vacuum" and the further uncertainty
of the State Program fate to Stimulate the Economy to overcome the negative consequences caused by restrictive
measures to prevent the emergence and spread of acute respiratory disease COVID-19, caused by the SARS-CoV-2 coro-
navirus, for 2020-2022 [29], devaluation of the state budget for the needs of the security and defence sector of Ukraine
and "civilian" with preservation of certain social standards, and in some cases their reduction.
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AIMS AND OBJECTIVES

There is a study of the state finance quantitative and qualitative characteristics in the conditions of martial law and the
need for resources the military "face" provision of the social protection system for the population, including those affected
by the consequences of the war, the identification of probable social and resource challenges and threats in the short
term, and as well as further inertial and regulatory progress in their development.

METHODS

To realize the goal and set research tasks, the work uses general-centric and sector-adaptive scientific methods of cogni-
tion, namely: the system method (when summarizing the issues, the challenges and trends of the state finance develop-
ment caused by russian federation’s military aggression, the adaptability of the mechanisms for providing social guarantees
to the population in the new socio-economic reality), analysis and synthesis (when studying the pre-war and post-war
fronts of transparency and accountability of the general strategy social expenditures for the development of the state
finance management system with its niche diversions in the direction of the treasury service specifics, carrying out verifi-
cation social procedures, including recipients of social services), induction, deduction and the logical method (when deter-
mining the main factors that are the drivers for unbalancing, balancing and catalyzing state finances, the parity of their
development with the goals of the state’s social policy in the paradigm of rhetorized triad of “pre-war — war — post-war”
ontogenesis), etc.

RESULTS

Before the full-scale invasion, Ukraine had a sufficiently open economy, while solving, within certain limits, problems with
global food security, primarily for the countries of North Africa [34-35; 39-40], acting as a social stabilizer for the provision
of basic food needs in these countries (this is confirmed by a wide discussion at a high international equal to the projection
of the war in Ukraine on the threats of global hunger and coup d’état [43]), however, it did not manage to fully implement
the significant initial opportunities and resources obtained after the collapse of the USSR and the achievement of inde-
pendence. We will remind that at the beginning of the 90s, a complex industrial sector was formed in Ukraine with large
mining and metallurgical enterprises, developed mechanical engineering, chemical production, as well as a complex of
industries producing a wide range of food and non-food consumer goods, and the transport and energy infrastructure in
full measures corresponded to the needs of the highly developed industrial sector at that time. As a result, 54% [28] of
Ukraine’s exports consist of goods with low added value, despite the existing potential for the production of high-tech
goods. In 2019, 61% [28] of exports were plant products (with processing products), ferrous metals and products made
from them. Among them, unprocessed products predominate [28]: 62% in crop production and 89% in ferrous metals,
and the key sectors of the economy — metallurgy, mineral products, agriculture, mainly produce products with a low degree
of processing, confirming and at the same time creating a clear further inertia only partial realization of their potential
(Figure 1), forming the chrysogenicity of raw material “conservation” of the model of post-war recovery.

Export of processed goods Export of IT products

Export of IT outsourcing

Export of raw materials )
services

Plant growing Black metals Information Technology

Figure. 1. The structure of Ukraine’s exports by individual categories of goods. (Source: compiled by the authors based on the generalization
and authors’ interpretation of the sources [14; 28])
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If the economy is decomposed into sectors, it is possible to trace the deep transformations that have taken place during
the 30 years of Ukraine’s independence and the social imperialization of the state’s economic policy, its parity with the
social vectorization of the public finance management system [14]. Thus, compared to other countries, Ukraine lagged
behind and continues to lag behind in social and labour development from the point of view of labour productivity, in
particular in the industry, which pays a significant part of taxes and creates high added value. The percentage of employ-
ment in Ukrainian industry decreased much more significantly than in other countries, where a slight decrease or even
increase was observed (Turkey), and the overall level of added value in industry increased by only 4% compared to
Lithuania, the Czech Republic and Turkey, which managed to increase this the indicator is 185%, 91% and 248%, respec-
tively (Figure 2). The reasons for this stagnation were the inability of financial institutions (economic policy inconsistency
with the model of state finance development principles) and mechanisms of state finances to create incentives for capital
investments, restoration (according to the extended formula) of fixed assets (primarily their active part), implementation
(transfer) of advanced technologies and innovations in the real sector of the national economy.
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Figure. 2. Comparison of employment and added value in the industry of Ukraine and the countries of Central and Eastern Europe.
(Source: compiled by the authors based on the generalization and authors’ interpretation of the sources [6; 9; 13; 28; 46])

From the standpoint of political economy [12], the economy works either “for itself” (increasing the share of intermediate
products, the volume of production, unfinished construction, resource intensity, unproductive costs, militarization, etc.) or
“for a person” through the satisfaction of his personal, collective and social needs, determining the level of its sociologiza-
tion.

It is no accident that EU member states are guided by the principle of social and economic progress inseparability when
forming social policy, that is, the impossibility and inadmissibility of achieving economic progress at the expense of social
progress, and vice versa. Instead, the economic and social policies are not sufficiently balanced, and they, together with
the development of the public finance management system, ultimately led to weak human development and a low level
of quality of life for the population of Ukraine. Despite the high share of social expenditures in relation to GDP (Figure 3),
the functioning quality of these spheres both in the pre-war period and during martial law left much to be desired, being
in a stagnant (“fading”) phase of its evolutionary development.
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Figure 3. Dynamics of social expenditures share in GDP and the progress of human development rating indicators and life satisfaction.
(Source: compiled by the authors based on the generalization and authors’ interpretation of the sources [4])

Thus, despite the positive progress in the Human Development Index (over the past year, Ukraine rose by 14 positions
and took 74th place out of 189 countries [11]), only 51% [24] of Ukrainians are satisfied with their own lives (the country
took 38th place out of 44 [24]), and per person, Ukraine spends much less on education, medicine, and pensions than the
EU countries, which we want to become a member of (Figure 4).

45,0
40,0
35,0
30,0
25,0
20,0
15,0
0,0 3,7 4,2 S 5,5 ’
Ukraine-2021 Ukraine-2020 Poland Romania EU-27 France Czechia
mHealth ®Education ® Social protection

Figure 4. The dynamics of the social imperialization components of Ukraine's state finances compared to the EU member countries.
(Source: compiled by the authors based on the generalization and authors’ interpretation of the sources [9; 11, 16; 20-21; 26; 28])

Accordingly, during the 30 years of Ukraine's independence, the population decreased by almost 10.7 million people (over
20% of the population) and, according to UN estimates [49], before the start of a full-scale war in Ukraine (by February
24, 2022), it amounted to 43 million 792 thousand people, but including the population in the internationally recognized
borders of Ukraine. In addition, due to the aggravation of the demographic crisis by military actions, the potential reduction
of the population will vary in the corridor from 24% to 33% [20] depending on the duration of the armed confrontation
active phase and the presence of further hybrid inertia threats to the territorial integrity of Ukraine.

Nowadays, about 20% [27] territory of Ukraine, which is almost 125,000 square kilometres, is under the control of the
occupying country, the russian federation, the physical capital loss from the destruction of enterprises, housing and infra-
structure at the beginning of May reached 100 billion US dollars, which is equivalent to 50% GDP in 2021 [19], losses in
human capital are measured at 90 billion US dollars [10]. At the same time, a quick recovery of the Ukrainian economy is
not expected — in the period from 2023 to 2026, the GDP will grow by an average of 7.5% [23], that is, even five years
after the russian invasion, the Ukrainian economy will lag behind the pre-war level by 15%. Although after the invasion of
Kuwait by Iraq in 1990 and the war in Serbia in 1999, the economies of both countries recovered quite quickly — Kuwait
reached pre-war indicators two years later, and Serbia — already the following year, although then a phase of prolonged
stagnation began (Figure 5).
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Figure 5. Dynamics of real GDP in the period of individual military conflicts. Note: "0” is the first year of an active military conflict. (Source:
compiled by the authors based on the generalization and authors’ interpretation of the sources [9; 13])

If the pre-war year 2021, despite the prevailing COVID crisis, Ukraine ended with a record GDP of 200 billion US dollars
[25], positively projected on indicators of the welfare for the population — the real growth of the average nominal salary
of full-time employees was 10.5%, and the real disposable income of the population increased by 4.3%. As a result of the
full-scale war unleashed by the russian federation, the economy of Ukraine underwent revolutionary changes, and state
finances evolved in the direction of military economy and finance. So, almost half of the enterprises are stopped (18.7%
[22]) or almost stopped (28.1% [22]), the total direct losses of small and medium-sized businesses are estimated at 83
billion US dollars [22], business activity is reduced, exporters received artificial barriers in the form of port blockades
(available logistics routes cover less than 20% [22] of exports), more than 10 million Ukrainians (~25% of the population
[45]) left their homes, including 7.5 million [48] went abroad, at least 3 million have lost their jobs, 53% are at risk of
losing it [48], the unemployment rate is in the 30% [18] corridor, the level of wages in various sectors of the economy
has decreased, and the regression is in the range from 9 to 58% [48], arrears from its payment exceeded UAH 3 billion.

Despite the crisis "background" of economic development, state budget expenditures almost doubled compared to pre-
war 2021. At the same time, the level of their implementation for the first three quarters of 2022 is only 4.3 percentage
points lower than the average share of expenditures in general in 2017-2021 (67.5%) due to the relatively static dynamic
series of the social parameters of the budget and the forced increase in the first two-quarters of the military "face" of
budget expenditures as a catalyst for the hypertrophy of state finances in the military financial direction.

Interpretation of the state budget expenditure part according to the functional classification in Figure 6 allows to trace
visually how the resource provision of state regulatory goal-setting for the realization of national interests in various
spheres of the economy is dynamic, that is, the parity of the Strategy for Reforming the State Finance Management System
for 2022-2025 [31] and the Budget Declaration for 2022—-2024 [3] with sectoral and/or niche strategies, in particular,
which determine the course for the total socialization of budget expenditures, comprehensive decentralization, territorial
organization of power, development of human capital, guaranteeing the safety of every citizen, effective protection of the
sovereignty and territorial integrity of the state, etc.

Intergovernmental transfers
Environmental protection [
Spiritual and physical development
Utilities

Economic activity

Health care

State functions

Education

Public order, safety and judiciary
Social protection and social security
Defense

0,00

m2018 m2019 m2020 m2021 =2022

400 000 000 000,00
800 000 000 000,00
1200 000 000 000,00
1 600 000 000 000,00

Figure 6. Dynamics and structure of budget expenditures by functional classification. (Source: compiled by the authors based on the generali-
2zation and authors’ interpretation of the source [32])
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In the social sphere in the decentralization paradigm, such program documents are the Association Agreement between
Ukraine, on the one hand, and the European Union, the European Atomic Energy Community and their member states, on
the other hand, Decrees of the President of Ukraine “On urgent measures to carry out reforms and strengthening the
state” 08.11.2019 No. 837/2019, “On the National Strategy in the Field of Human Rights” dated 24.03.2021 No. 119/2021,
Laws of Ukraine “On Social Services” dated 17.01.2019 No. 2671-VIII (with amendments), “On the principles of state
regional policy” dated 02/05/2015 No. 156-VIII, order of the Cabinet of Ministers of Ukraine “On approval of the Concept
of reforming local self-government and territorial organization of power in Ukraine” dated 04/01/2014 No. 333- r., Reso-
lution of the Cabinet of Ministers of Ukraine “On Approval of the State Regional Development Strategy for 2021-2027"
dated August 5, 2020 No. 695, their territorial and locational derivative in the form of socio-economic programs the devel-
opment of local self-government bodies, which, as a rule, are limited to 2023 and formed in the conditions of the pre-war
socio-economic reality, that is, they are actually not suitable for post-war reconstruction programming.

The normatively determined social imperatives of the economic development pre-war period in Ukraine were logically
projected first on the parameters of state social standards and guarantees, and later, on the expenditure indicators of the
state budget in the pre-war period, forming a relevant basis for the military adaptability of state finances, taking into
account the territorial de-occupation progress, territories of active hostilities and population’s social “stratification” (Ta-
ble 1).

Table 1. Dynamics of state financial social imperatives in the pre-war and post-war periods. (Source: compiled by the authors based on the
generalization and authors’ interpretation of the source [26])

2021, UAH 2022, UAH 2023, UAH
Indicator from Janu- f July, 1 from Decem- from Janu- f July, 1 from Decem- from Janu-

ary, 1 rom July, ber, 1 ary, 1 rom July, ber, 1 ary, 1
Subsistence minimum (PM) per 2189 2294 2393 2393 2508 2589 2589
month per person
— for children under 6 years old 1921 2013 2100 2100 2201 2272 2272
— for children aged 6 to 18 years old 2395 2510 2618 2618 2744 2833 2833
— for able-bodied people 2270 2379 2481 2481 2600 2684 2684
= for people who have lost their abll- 1769 1854 1934 1934 2027 2093 2093
ity to work

- (from 01.10)
Minimum wage 6000 6000 6500 6500 6500 6700 6700
(in % to PM for able-bodied people) 264.3 252.2 262.0 262.0 250.0 249.6 249.6
Minimum pension 1769 1854 1934 1934 2027 2093 2093
(in % to PM for people who have lost
their ability to work) 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Minimum pension for people who (from 01.10)
have full insurance (30/35 years old) 2400 2400 2600 2600 2600 2680
aged from 65 years old 2680
(in % to PM for people who have lost 135.7 129.4 134.4 134.4 128.3 128.0 128.0
their ability to work)
aged from 60 to 65 years old 2100 2200 2200 2200 (fr"%gém) 2300 2300
ino
(in % to PM for people who have lost 118.7 118.7 113.8 113.8 1135 109.9 109.9
their ability to work)
Minimum pension for people who (from 1.10.)
have insurance experience 20/25 1769 1854 2500 2500 2500 2500
years, aged from 75 years old 2500
ino

(in % to PM for people who have lost 100.0 100.0 1293 1293 123.3 119.4 119.4
their ability to work)
aged from 80 years old 2600 2600 2600 2600 2600 2600 2600
(in % to PM for people who have lost 147.0 140.2 134.4 134.4 128.3 124.2 124.2
their ability to work)

In the pre-war period, the social vector of state finances was constructed based on the increasing negative impact of
socio-demographic, economic and security factors on the economic policy and development paradigm of Ukraine. Thus,
the russian-Ukrainian war unleashed by the russian federation in 2014, even before the full-scale invasion (February 24,
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2022) on the territory of Ukraine, caused a constant increase in the number of the population vulnerable sections, formed
new categories that needed social protection, while the vast majority the population remained dissatisfied with neither the
quality nor the availability of social services. The apogee of such a social policy was the initiative of the Office of the
President of Ukraine, on the eve of the russian federation's full-scale invasion on the territory of Ukraine, to introduce
targeted food support for low-income sections of the population as the quintessence of overcoming the global coronavirus
pandemic consequences. It even became one of the dominants of the State program to stimulate the economy to overcome
the negative consequences caused by restrictive measures to prevent the emergence and spread of the acute respiratory
disease COVID-19, caused by the SARS-CoV-2 coronavirus, for 2020-2022.

From the point of view of budget expenditures, the forecast calculations for social expenditures in the pre-war period were
not completely consistent with the sources of budget revenues and the determined amounts of social benefits and guar-
antees, creating an entropy between the resource provision of strategies for the development of state finances and pro-
gram framework documents in the field of social policy (Figure 7). For decades, excessive invariance of the number of
benefits, advantages and compensations was constructed in Ukraine, the size of many of which did not take into account
either the new economic reality or the new social normality, not being sufficiently balanced with the financial capacity of
the state and/or local self-government bodies to provide them. This caused an increase in the debt of the state due to
lawsuits on the protection of social rights, satisfied by the courts in favour of citizens, and a large number of allowances,
supplements and increases to the pension overburdened the pension insurance system, turning it into a cumbersome
social security system. As a result, it became a kind of mainstream mouthpiece of public finances in the direction of
optimization of the state's social expenditures.

2600 2589
6500
2400
2200 5500
2093
2000
4500
1800
1600 3500
1400
2500
1200
1000 1500
2016 2017 2018 2019 2020 2021 2022 2023
m "Minimum wage" —@— "The subsistence minimum per month per person" @— "Minimum pension"

Figure 7. Dynamics of entropy between budgetary social parameters and state social standards (guarantees) in the pre-war and post-
war periods. (Source: compiled by the authors based on the generalization and authors’ interpretation of the source [26])

Two years before the russian federation's invasion, i.e. in 2019-2020, over UAH 600 billion are provided for the social
protection of the population, the social guarantees implementation and standards in the consolidated budget of Ukraine
[32; 41-42]. The budgets of the Pension Fund of Ukraine insurance funds (hereinafter referred to as the PFU), the Social
Insurance Fund of Ukraine and the Mandatory State Social Insurance Fund of Ukraine in case of unemployment for this
period amounted to UAH 1,022.2 billion [32; 41-42], of which the PFU provides for more than 90%, which is 11% of GDP.
Considering the constant shortage of funds, the PFU was involved in paying pensions of UAH 297.8 billion [32; 41-42]
loans from a single treasury account, from which current loans in the amount of UAH 283.7 billion [32; 41-42] were repaid.
That is, the pre-war social imperatives of state finances in 2019-2020 accumulated the share of consolidated budget
expenditures on social protection and provision in GDP at the level of 8.1-8.3% [32; 41-42], which is on par with the
average indicator in EU member states — 6% [38] and a number of highly developed countries: Finland, Ireland and
Iceland. At the same time, there was a tendency to decrease this indicator (from 9.6% in 2017 to 8.1% in 2019 [32; 41—
42]), a reduction in the share of expenditures on social protection and provision in the consolidated budget. Thus, in 2019,
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up to 18.2% of all local budget expenditures were allocated from local budgets for social protection and provision, and in
2020 this indicator decreased to 5% [32; 41-42]. In absolute terms, UAH 103.2 billion were allocated for 2019, in 2020,
expenditures decreased to UAH 24 billion, i.e. by 77% [32; 41-42].

Every month, about 21% [32; 41-42] of the total amount of expenditures was directed from the state budget to social
security, in particular the payment of pensions, benefits, and scholarships, and by the end of 2022, the number of internally
displaced persons (hereinafter referred to as IDPs) reached 5.9 million, of which 1,8 million people receive assistance,
which is about UAH 57 billion and UAH 900 million, more than 4 million homeowners who accommodated IDPs received
compensation to cover the cost of housing and communal services under the “Shelter” program.

By the end of 2022, the structure of the expenditure part of the state budget was formed, in which consumption expend-
itures, capital expenditures, i.e., those which by their nature are designed to ensure development in the first three quarters
of the military year 2022, accounted for only about 2% [32; 41-42] of all state expenditures of the budget, and the
implementation of the annual plan for them amounted to only 28.8%. For comparison, the similar indicator in pre-war
2021 was almost twice as high as during the war and amounted to almost 45%.

The largest share in the structure of expenditures on social security is taken by the PFU transfer (Figure 8). In second
place are payments of state social benefits, in particular to families with children. Every fourth hryvnia was directed to the
provision of benefits and subsidies for the payment of housing and communal services. For comparison, in 2021, the lion’s
share was also occupied by the social protection of pensioners, while in January — November 2022, it was 8% less. Shares
of other components of social expenditures last year were also similar, with the exception of targeted assistance to dis-
placed persons, which increased 17 times in January-November 2022 compared to the same period of pre-war 2021.

m for the pension fund payment of pensions,
surcharges and increases to pensions

m for e-Support

H to provide state social benefits, including
families with children

to assist IDPs

| to provide benefits and subsidies to citizens for
housing and communal services

Figure 8. The structure of state budget expenditures for social protection in the military year of 2022. (Source: compiled by the authors
based on the generalization and authors’ interpretation of the source [32; 41-42])

DISCUSSION

That is, after February 24, 2022, social protection becomes the second most important budget priority after defence
expenditures, that is, in fact, there is a shift in the socialization of state finances in the direction of their militarization. It
should be reminded that even after the First World War, the German scientist V. Rathenau claimed that "the old economic
system perishes in the flames of war and is replaced by a new economy based on scientific and technical progress and
social justice" [5; 32; 41-42], S. Harris, A. Hart, T. Shitovskyi tried to prove "the beneficial effect of the militarization of
the economy on the social structure of Western society" [50]. In the future, revolutionary changes in the classical theory
of economy militarization, in particular in France [6], took place in the direction of entrenching statements about its
favourable influence, but on the condition that the interests of individual classes, strata, and countries are not replaced by
the interests of all humanity and there are effective forecasts about the impact of the socio-economic consequences of the
economy militarization on the state of public finances.

To ensure the stability of state finances during the period of martial law, taking into account the reduction of the revenue
part of the state budget (at least the ability to generate revenue at the expense of its own economic system) and the need
to cover the needs of the security and defence sector, the Cabinet of Ministers of Ukraine introduced special rules for
spending. They are defined by the resolution of the Cabinet of Ministers of Ukraine "On approval of the Procedure for the
exercise of powers by the State Treasury Service in a special regime under martial law" dated June 9, 2021 No. 590 (as
amended).
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In January 2023, state finances continue to evolve within the militarist paradigm (that is, from total socialization to the
budget of a belligerent country — the military budget), and their core is the need to meet the needs of the security and
defence sector (Table 2). As a result, of the total amount of cash expenditures of the Consolidated Budget of Ukraine (205
billion UAH, which is 2.4 times or 121.3 billion UAH more than in January 2022), the largest share is occupied by the
defense (54.7%), social protection and social security (18.6%), public order, security and judiciary (9.2%), education
(7.8%) and health care (4.1%). That is, regardless of the state of war, the state continues, within certain limits, to fulfil
its social obligations, to support vulnerable sections of the population, to provide the system of health care, education and
science with funds at least at the level sequestered by the decisions of the Government [1-2].

Table 2. Dynamics of the main indicators of the Consolidated and State Budget of Ukraine for January 2022-2023. (Source: compiled by
the authors based on the generalization and authors’ interpretation of the source [16])

Budget, billion State budget, billion
Indexes Deviation Deviation
fact 2022 fact 2023 absolute growth fact 2022 fact 2023 absolute growth
rate, % rate, %

Income 117.1 154.5 37.4 131.9 89.3 121.4 32.1 136.0
Outlay 83.7 205.0 121.3 244.9 70.6 194.1 123.4 274.7
Providing loans 3.0 0.1 -2.9 - 3.0 0.1 -2.9 -
Repayment of loans 0.3 0.4 0.1 - 0.2 0.4 0.2 -
Deficiency (+) or sur- -30.7 50.2 80.9 - -15.9 72.4 88.3 -
plus (-)

Taking into account that in 2022, the military adaptation of state finances actually took place, their new social imperatives
for the 2022-2023 budget transition have been determined, the need to trace the regulatory foundations of their post-war
recovery is seen as logical. It should be emphasized that Article 33 of the Budget Code of Ukraine and the related norms
regarding the Budget Declaration during the programming of budget parameters, and accordingly the determination of
the post-war recovery triggers for both the national economy and state finances in the conditions of martial law, are not
applied in accordance with the Law of Ukraine "On Amendments to Chapter VI “Final and Transitional Provisions” of the
Budget Code of Ukraine and other legislative acts of Ukraine” dated March 15, 2022 No. 2134-IX.

That is the programming of budget parameters today actually takes place in real-time in the absence of complete statistical
information, a high degree of uncertainty and unpredictability in the field of security and defence regarding the duration,
intensity and geography of hostilities, and their consequences. At the same time, macroeconomic assumptions are applied
for 2022-2023 [17], according to which the nominal GDP in 2023 is UAH 6,399 billion (the fact for 2021 is UAH 5,459.6
billion, the approved forecast for 2022 is UAH 5,368.7 billion UAH, and the expected value is UAH 4,680.2 billion), its real
growth is at the level of 4.6% (in 2022 — a drop of 33.2%), the consumer price index in annual terms is 130% (almost a
parity value by 2022 — 130.1%) and the average annual forecast exchange rate — 42.2 hryvnias/dollar. USA (fact for 2021
— 27.3 UAH/USD, average indicator in 2022 — 32.3 UAH/USD).

At the same time, already at the beginning of 2023, it became clear that due to the energy crisis, the speculative behaviour
of the russian federation regarding the extension of the "Grain Corridor", the high volatility of prices in the direction of
their decrease for the grain and oil group of Ukrainian food, the risks of not achieving the projected by the government,
both real GDP growth by 4.6% and non-compliance with foreign exchange earnings due to non-fulfilment of planned
export values of goods and services. Accordingly, the fulfilment of social obligations, which in 2023 increased by UAH
114.4 billion, or by 33.3% compared to 2021, and amount to UAH 457.9 billion against the background of their resource
provision as the difference between internal revenues and expenses for the provision of the security and defence sector
and international aid (grants and loans), requires the most balanced approach to the architecture of the new social "face"
of spending policy, and the limited financial resources (generated both from internal and external sources) must be used
even more effectively.

The quintessence of the post-war recovery new social model of Ukraine should be compliance with the principles and
standards of social policy in EU member states, improvement of the human life quality, resistance to demographic changes,
increased levels of social protection and social unity, promotion of poverty reduction, help in overcoming discrimination in
all its forms appearance at maximum parity with the state’s financial capabilities.
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For this, we see the need to simultaneously solve a number of objectives that are already included in one form or another
in the project of the Recovery Plan for Ukraine from the Consequences of the War, in particular regarding:

introduction of the systematic monitoring technology of quantitative and qualitative parameters of social services in order
to verify recipients and improve the efficiency of their provision;

decomposition of the social support system and its construction on the integration and unification model basis for the
provision of social services and implementation of social payments, ensuring their transparency and traceability for the
state financial management system;

creation of regulatory conditions and systemic incentives for the architecture of a transparent and at the same time effec-
tive pension and social insurance system, in particular, the penetration of the mental plane of a working Ukrainian with
the need for pension savings;

introduction of a digitized model of financial planning and reporting capable of providing relevant information to state
institutes for their effective management decisions and analysis of the effectiveness of the invariance of social spending
tools to achieve both tactical and strategic goals of budgetary and social policies;

creating the basis for balancing the social obligations of the state with its financial capabilities, at least introducing a
transparent model of their gradual convergence, in particular through resource subordination of the Strategic Plan of the
Ministry of Social Policy of Ukraine for the post-war years, similar to the document of the Ministry of Finance of Ukraine.

CONCLUSIONS

The extensive social policy, which has been inert since Soviet times and runs under the slogan "the more benefits, subsidies
and social benefits are given to citizens, the better is the manifestation of the state's concern for its citizens" historically
laid the foundations for the socialization of budget expenditures, which during the 30 years of Ukraine's independence
crystallized the social the "face" of public finances. However, its mainstream is the disparity of the state's financial and
economic capabilities to ensure the fulfilment of grant social standards and the provision of social services. As a result, a
pre-war trend towards a constant increase in the number of unstructured, poorly understood benefits, subsidies and social
benefits, which are not supported by the financial capacity of the state or local self-government bodies, was outlined. This
poses a threat in the conditions of martial law to the transition of public finances into an unbalanced and unstable form,
ensuring their flow from social "health" to "weakness".

In our opinion, the course determined by the President of Ukraine to “reboot the country” in the post-war period provides
a chance to review the components of the existing outdated and, as it turned out, vulnerable to a large-scale crisis social
system, and most importantly to form a new social “face” of the state on the way to Ukraine’s membership in the EU the
quintessence of which will be the inseparability of post-war social and economic progress.
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lletpyxa H., lNetpyxa C., Anekceerko H., Kywrepyk O., Ma3syp A.

COUIAJIbHI IMIMEPATUBU AEPXXABHUX ®IHAHCIB: BOEHHA AAANTALIA TA 3ACAAN
NMOBOEHHOIO BIAHOBJIEHHSA

Y cTaTTi AOCNiAXKEHO KiNbKiCHO-SIKICHI XapaKTEPUCTMKKN AePXXaBHUX (hiHAHCIB B YMOBaxX BOEHHOrO CTaHy Ta HEObXigHOCTI
pecypcHoro 3abe3neyeHHs BiliCbKOBOr0 «0B/IMYYsi» CUCTEMM COLianibHOro 3aXMCTy HaceneHHs, B TOMy YMCAi NocTpaxaa-
JIOrO BiA HACNiAKIB BiHW, BUAINEHHS MMOBIPHUX COLiaNbHO-PECYPCHUX BUKIIMKIB | 3arpo3 Y KOPOTKOCTPOKOBIM NepcneKkTuBi,
a TaKoX MoAanblUNX iHEPLIIMHO-PEryNATOPHUX MOCTYMIB Y IXHbOMY pPO3BUTKY. /151 LIbOr0 BUKOPUCTaHI 3aranbHOLIEHTPUYHI
Ta CexTopanbHO-aAanTUBHI HAaYKOBI METOAM Mi3HaHHS, CEPLIEBUHY SIKMX CKNIaa€ CUCTEMHUI Miaxia A0 ACCTiMKEHHS B3a€E-
MOBMN/IMBY Ta B3aEMO3B'A3KY MK TPiafolo: AepXXaBHi (PiHAHCK — BOEHHA €KOHOMIKa — couianbHa NoniTuka. YCTaHOBNEHO,
L0 HasiBHE couianibHe «0bmyusi» AepxaBHuX (hiHaHCIB 3a6e3nevye HaneXxXHWid couianbHUIA 3aXMCT YKPAIHLIB Y CKNagHMX
XUTTEBNX 06CTaBMHaX, NOPOXKEHUX BOEHHOI arpecieto pd. Moro icTopiorpadist BUXOAUTS i3 eKCTEHCMBHOI Moaieni coLlia-
NbHOI NONITUKK, sika 6epe CBiil MOYaTOK Lie 3 paAsHCbKMX YaciB Ta BifBGYBa€ETbCA MiA rac/ioM «4uM 6inblue Minbr, AoTauil
i couianbHMX nepesar HagaHO rpoMagsiHaM, TUM KpalmM YBaXKaETbCs NposiB TypboTu Aepxasu Npo CBOIX rPoMafsiH».
OpHak ykasaHa Moaenb B yMOBaX BOEHHOMO CTaHy CTBOPIOE 3arpo3y A5 Nepexoay AepXKaBHMX iHaHCiB y po3banaHcoBaHy
Ta HecCTiliky dopMy, 3abe3neyyroUn NepeTikaHHA IXHbOro CTaHy i3 couia/ibHOI «340POBOCTI» A0 «C/IabKoCTi». Y cTaTTi 3a-
NPOMOHOBAHO HU3KY LiNenoknagaHb Ans MNiATPUMKX COLianbHOI «340POBOCTI» AepXaBHWUX (DiHAHCIB Y nepioa BOEHHOMO
CTaHy # NMOBOEHHOrO BiAHOB/IEHHS Ta CCHOPMYNbOBAHO HOBY COLjiasibHy MOZEsb Y MapaaurMi MOBOEHHOMO BiAHOBMIEHHS!
YKpaiHu — BiANOBIAHICTb NPUHUMMNAM i CTaHAapTaM CoLuianbHOi NONITUKM B KpaiHax-yneHax €C, noKpaleHHs1 SKOCTi Ntoa-
CbKOFO XUTTS1, NPOTUCTOSIHHSA AeMorpadiuHMM 3MiHaM, NOCUNEHHS PIBHS COLianbHOMO 3axXMCTy 1 coLlianbHOI €AHOCTI, cnpu-
SIHHI CKOpoYeHHIo 6igHOCTI, 4ONOMO3i B NOAONAAHHI ANCKPUMIHALIT B yCixX (popMax ii NposiBy 3a MakCMMasnbHOi MapUTETHOCTI
3 iHaHCOBMMMW MOXX/IMBOCTSIM [epXKaBu.

KnwouoBi cnoBa: aepxaBHi diHaHCK, coujanbHUMA 3axXUCT, GIOMKETHE PErynioBaHHs, BOEHHWI CTaH, MOBOEHHE
BiJHOBNEHHS1, BOEHHA €KOHOMiKa, BOEHHI (hiHaHCK, MPOAOBOMLCTBO, BiAHICTb
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