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DESCRIPTION OF EVALUATION METHODS RISKS
OF THE BUDGET PROCESS

The article characterizes the methods of risk assessment that arise at all levels and stages of the budget
process. The purpose of the study is to systematize the existing methods of assessing the risks of the budget
process in the context of the need to improve the efficiency of the budget system in the current economic
environment and to comprehensively study the issues of methods of assessing budget risks, including their
theoretical foundations and classification. The budget process at all its levels and stages is constantly
influenced by numerous internal and external risk factors, which in turn affect the performance of business
entities, primarily public sector institutions. Effective management of public financial resources is one of the
key points in public administration. Assessment of budget risks is one of the first steps in making management
decisions on the choice of further measures to respond to the identified and assessed risks. The effectiveness of
public sector institutions directly depends on the impact of various challenges and threats, which are reflected
in the achievement of the goal, fulfillment of tasks, plans and objectives of such institutions. It is important to
correctly assess budget risks in order to make further effective management decisions, to improve the efficiency
of budget spending and the use of public financial resources in general. It should be noted that the issues
of research on risk assessment methods are mostly aimed at an in-depth study of the process of assessing
financial risks rather than budgetary risks. Accordingly, there is a need for a systematic analysis and study of
existing methods of budget risk assessment, as well as detailing some aspects of the methodology, techniques
and methods of budget risk assessment to adapt them to the needs and challenges of the budget system of
our country, considering the needs of today. In the context of constant changes in the economic environment,
the efficient functioning of the public sector is becoming one of the main factors for the successful future of
Ukraine. Timely identification and assessment of budget risks is an integral part of this process.

Keywords: methodology, method, technique, budget risk, budget process, budget legislation, stages of the
budget process, method of budget risk.
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XAPAKTEPUCTUKA METOJIB OHIHIOBAHHA
PU3UKIB BIOJKETHOTI'O IPOLECY

Y emammi nageoena xapaxmepucmuxa memodie oYiHIO8aAHHs PUSUKIG, SAKI BUHUKAIOMb HA YCIX PIGHAX mda
cmadiax 06100xcemnozo npoyecy. Memoio 00CnidNHCenHs € cucmemMamu3ayis ICHYIOHYUX Memooie OYiHIGAHHS
DPUBUKIE OHOONCEMHO020 NpoYecy Yy KOHMeEKCMi HeoOXIOHOCmI NiOsuujeHHs eqheKmueHoCmi (DYyHKYIOHYB8AHHS
01002icemHOi cucmemu 8 Cy4ACHUX eKOHOMIYHUX YMOBAX Md KOMNIEKCHe BUBYEHHS NPOOIeMamuKy mMemoois
OYIHKU OI00JCeMHUX PUBUKIB, BKAIOUAIOYU IX meopemuyHi 0CHO8U ma Kiacugikayiro. brodcemnutl npoyec na
YCIX 11020 PIBHAX MA emanax noCMmilHo 3a3HAE BNAUBY YUCTEHHUX SHYMPIUHIX MA 308HIUHIX PUSUKOYINEODIO-
10UUX hakmopis, KL y ¢80k uepey 8I0OUSAIOMbCS HA Pe3yIbmamax OLsibHOCIE cy0 €Kmie 20Cno0apiosanHs,
Hacamnepeo YCmanog 0epicasHozo cexmopy. Egexmuene ynpasninus O0epiicasHumu (Qinancosumu pecyp-
camu € OOHUM i3 KIIOUOBUX MOMEHMIB Y OePICABHOMY YAPAGNIHHI. 30TUCHEHHS OYIHKU OI00NCEMHUX PUSUKIE €
OOHUM 3 NePULUX KPOKI8 y NPULIHAMMI YNPAGIIHCOKUX PileHb Wo0o UOOPY NOOANLUIUX 3AX0018 pedsy8aHHs
Ha i0enmughixosani ma oyineni pusuxu. Egexmuenicmo OisiibHOCMI YCMAHO8 0epPACABHO20 CEKIMOPY NPSIMO
NPONOPYIUHO 3ANENCUMb BIO BNIUBY PIZHUX BUKAUKIE MA 3A2p03, SKI 8i000padcaromovcst y 00CASHeHHI Memi,
BUKOHAHHI 3A60aHb, NIAHIE Ma Yinel makux ycmanos. Basicnueo npasuivno oyinogamu 61002cemui pusux
071 NPUUHAMMSL NOOATLULUX eEeKMUBHUX YAPABTIHCOKUX Piuletb, 3a0151 NOKPAUeHHs eheKmueHocmi 6umpa-
YAHHS OIOONCEMHUX KOWMIE Md BUKOPUCAHHI QEPAUCABHUX (DIHAHCOBUX pecypcis 3azaniom. Heobxiono 3azua-
yumu, Wo NPodIeMamuKra 00CaiONHCeHb Memooie OYIHIOBAHHS PUSUKIE 30€0i1bUO020 CHPAMOBAHA HA 2IUDOKe
docniddcents npoyecy oyiHIo8aH s came IHAHCOBUX PU3UKIB, HIdiC OI00dcemHnux. Bionogiono icuye nompeba
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V 30IlUCHEeHHI CUCIEeMHO20 AHANI3Y Md BUBHEHHS ICHYIOYUX MemOo0di8 OYIHIOBAHHS OI00NCEMHUX PUSUKIS, d
maxodc oemanizayii 0esKux acnekmis Memooono2ii, Memooux i Memooie OYiHIEAHHS OIONCEMHUX PUSUKIE
07131 ix adanmayii nio nompeodu ma UKAUKU O100AHCEMHOL cCUcCmeMu Haulol Kpainu 6paxo8yoyu nompedu cb02o-
OeHHs1. Y KOHmeKcmi ROCMIUHUX 3MIH 6 eKOHOMIYHOMY cepedosuyi, epekmueHe (hyHKYIOHY8AHHS 0EPHCABHO2O
CeKmopy cmae 0OHUM 3 207106HUX (pakmopie ycniuwno2o manoymuvoeo Ykpainu. Ceocuacua ioenmugixayis
ma OYiHIBAHHS DI0O0IHCEMHUX PUBUKIB € HEBI0 EMHOI0 YACMUHOI YbO20 NPOYEC).

Knrouosi crnosa: memooonoeis, memoo, memoouxa, 0100i4cemHuil pusux, O1004cemuuil npoyec, Or0icemme
3AKOHO0ABCMB0, cMAOdii OI00AHCEMHO20 NPOYeCy, Memoo DI0ONCEMHO2O PUSUK).

Introduction. The topic of studying the methods
of assessing budget risks is extremely important in
modern conditions and is due to the need to study
the impact of internal and external risk factors on the
budget process at its various levels and stages, which
lead to the emergence of various risks that affect the
activities of public sector institutions.

The contradictions in the development of the mod-
ern budget system are increasing and, as a result, this
leads to an increase in the number and types of bud-
get risks. Economic instability and the war in Ukraine
create new risks both for the country’s budget system
as a whole and for individual business entities.

Currently, Ukraine has not created a system of
effective budget risk management that would include
the full range of risk analysis and assessment and
would allow to optimize the use of budget funds and
other state financial resources, increase their effi-
ciency. This, in turn, would increase the transparency
and responsibility of state bodies in the use of budget
funds.

Materials and methods. The article used general
scientific and special methods, which include com-
parative analysis, concretization and typology, as
part of the comprehensive analysis of the methods
for assessing the risks of the budget process. When
studying the topic of risks of the budget process, the
budget process of Ukraine will be considered as the
object of the study, the subject will be the methods
of risk assessment used in the process of public sec-
tor institutions at all stages of the budget cycle: from
planning to monitoring implementation.

Budget risk management is a complex and
important process of responsible management at all
levels, aimed at the implementation of timely anal-
ysis and monitoring of challenges and threats that
arise throughout the activities of business entities,
in order to minimize the loss of state resources and
ensure sustainable development of both a specific
business entity and the state as a whole. For their
timely identification and assessment, when making
reasonable and effective management decisions, it
is necessary to pay special attention to the degree
of potential danger when the risk occurs, in particu-
lar, the probability of its occurrence, the prediction
of possible losses, as well as the identification of
sources, causes and factors that may provoke the
appearance of the said risk.

The following scientists investigated the issues
of researching risk management of the budget pro-
cess, in particular the methods of their identifica-
tion and evaluation: K. Arrow, M.D. Balji, U. Bech,
R.M. Bugrimenko, Yu. Habermas, O.D. Steshenko,
K. Redhead, S. Hughes and others. A significant
contribution to the development of this direc-
tion was made by such national researchers as:
E.O. Balatskyi, I.A. Blank, S. Bulgakova, Z.S. Var-
naliy, V.V. Vitlynskyi, V.I. Hrushko, M.M. Klyme-
nyuk, [.O. Liutyi, R.V. Picus, N.V. Prykazyuk,
0.D. Rozhko, O.V. Rudenko, I.P. Sidor and others.

Rozhko O.D. proposes its own definition of the
definition of budget risk, in particular, we talk about
the “probability of actual non-compliance of quan-
titative and/or qualitative characteristics of flows of
budget funds with planned budget indicators, which
leads to non-fulfillment of the goals and objectives of
the state’s budget policy” [4, pp. 212].

In order to make management decisions regarding
the management of budget risks in practice, various
methods and techniques are used. For a deeper under-
standing of the process of studying economic prob-
lems in the scientific literature, a conceptual approach
is used, which is based on a certain methodology and
methods.

Rudenko O. V. notes that “methodology is a type
of rational-reflexive consciousness aimed at studying,
improving and constructing methods. The concept
of “methodology” has two main meanings: firstly, it
is a system of certain rules, principles and operations
applied in a particular field of activity (in science, poli-
tics, art, etc.); secondly, it is the doctrine of this system,
the general theory of the method” [3, pp. 25]. Accord-
ing to this definition, we understand that the method-
ology performs various functions, among which the
most important are: coordinating (ensuring the pro-
cess, integrity and effectiveness of scientific research),
integrating (allows you to combine theoretical and
practical knowledge to combine different knowledge
and further greater understanding of the studied sub-
jects and phenomena) and heuristic (provides innova-
tion in the process of scientific knowledge).

In the methodology of finance, the following
methodological approaches are distinguished:

— Dialectical (the most important among others) —
focuses on the development of financial phenomena
through the interaction of opposing trends;
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— Historical — considers financial processes in the
context of their evolution;

— Hermeneutic — interprets financial phenomena
considering the context and meaning;

— Systemic — explores the financial system as a
complex mechanism of interrelated elements;

— Holistic — provides analysis of financial pro-
cesses in general;

— Project-oriented — used to carry out manage-
ment activities within specific projects;

— Process — considers financial processes over
time;

— Cybernetic — provides modelling and manage-
ment of financial systems using the principles of
cybernetics;

— Information — ensures the use of prompt and
reliable information in the implementation of finan-
cial management and decision-making;

— Synergistic — provides research of various ele-
ments for the emergence of new qualitative results in
the financial sector;

— Institutional — studies the impact of institutional
factors on financial processes;

— Structural — analyzes the structures of financial
systems and its elements;

— Functional — considers and analyzes the func-
tions of various components of the financial system;

— Structural and functional — analyzes the ratio of
functions and structure in the financial sphere;

— Functional and cost — analyzes the ratio of func-
tions and costs in financial processes;

— Socio-cultural — analyzes the impact of social
and cultural factors on financial activity.

There is a need to determine what the concept
of methods of scientific knowledge includes. In the
scientific literature, the following approaches to the
definition of this concept are defined, in particular:
“the method is a way, a way of cognition and practical
transformation of real reality, a system of techniques
and principles that regulate the practical and cogni-
tive activity of people (subjects)” [2, pp. 31].

For a full understanding of the organization of the
cognitive process, we will highlight the methodology
and technique of scientific research, which determine
the technical rules for the collection, analysis and
interpretation of the obtained data, which form the
basis for further steps in any scientific research.

Results. In modern science, there is a multi-level
system of knowledge methodology, which provides
systematization of methods according to various cri-
teria. The main ones are: empirical, theoretical and
general scientific.

Depending on the role and place in the process of
scientific knowledge, there are: formal methods and
meaningful methods. Formal methods include methods
of formal and mathematical symbolic logic [2, pp. 32].
The main content methods include philosophical, gene-
ral scientific and special scientific methods that allow

us to provide a comprehensive approach to scientific
knowledge. Rudenko O. V. notes that “the main types
of content methodology include philosophical, general
scientific, special scientific methods, etc. They also
distinguish empirical and theoretical, fundamental and
applied, research methods and methods of presentation
of results” [2, pp. 32].

According to the degree of generality and scope
of application, methods of scientific knowledge are
divided into: general philosophical, general scientific,
special scientific, disciplinary and interdisciplinary
[2, pp. 32].

Scientists distinguish general and special methods
that are widely used in the financial sphere.

Common ones include:

— Empirical methods (observations, comparisons,
measurements, experiments (natural and mental,
socio-economic), etc.);

— Methods used at the theoretical and empirical
levels (analysis and synthesis, induction and deduc-
tion, abstraction; generalization; analogy; formaliza-
tion; idealization; interpretation), etc.;

— Theoretical methods (ascent from abstract to
concrete, abstraction, analysis, synthesis, induction,
deduction, modelling, etc.).

Specials include:

— Methods of collecting and generalizing infor-
mation about the object of study;

— Methods of economic and financial analysis;
Methods of strategic forecasting;

— Modeling methods;
— Software-targeted method;
System method;

— Heuristic methods.

Let us dwell separately on heuristic methods. They
are divided into two subgroups, namely:

— Individual (the method of questionnaires, the
METTCHET method (Metric for Evaluating Threats
and Countermeasures to Health), the interview
method, the method of waiting for inspiration, etc.);

— Group (brain attack (storm) method direct or
inverse; analog method; synectic method; key ques-
tion method; free association method; Delphi method;
scenario method, etc.).

Modern research methods in the financial sector,
where there is a need to collect and analyze a signifi-
cant amount of information at different levels of the
financial system, include:

— Quantitative methods of risk assessment
(methods of economic statistics; method of sensiti-
vity analysis; analytical method; method of loss fea-
sibility analysis; method of scenario analysis; Monte
Carlo method; method of analogies; expert methods
of risk assessment; normative method; “event-conse-
quence” method; game theory; horizontal analysis;
vertical analysis; comparative analysis; trend analy-
sis; analysis of relative values; factor analysis; Value
at Risk models, etc.);
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— Qualitative methods (expert methods of risk
assessment; method of rating assessments; control
lists of risk sources; method of comparisons; method
of brain attack (storm); method of forecasting; method
of interview; method of focus groups, etc.).

Financial and economic research uses many
methods designed to identify, assess and compre-
hensively analyze budget risk. Among them, the vast
majority of scientists distinguish the following:

— Statistical methods (regression analysis, corre-
lation analysis, variation analysis, simulation model-
ling, critical value method);

— Decision tree method;

— Method of the failure tree;

— The method of cost expediency;

— Analytical method,

— Method of expert assessments;

— Normative method;

— Method of analogies;

— Sensitivity analysis;

— Analysis of scenarios;

— The “event-consequences” method,

— Monte Carlo method;

— Method of mathematical programming;

— Game theory;

— Methods of the utility function;

— Marketing matrices;

— Use of scoring models and others.

The choice of budget risk assessment methods
depends on many factors. However, the main ones are
access to obtaining complete initial information and
a clear understanding of the final result by all partici-
pants in the evaluation process.

Any method of assessing budgetary risk has its
advantages and disadvantages, which must be consi-
dered when deciding on the method of assessing this
risk. Using the example of the normative method of
budget risk assessment, we can consider its advan-
tages and disadvantages.

Among the advantages are the following:

— Simplicity and ease of use;

— Low cost of budget risk assessment;

— Systematicity and periodicity;

— Convenience to compare different projects and
periods, etc.

However, this method has certain disadvantages,
namely:

— Insufficiently clear algorithm for assessing bud-
get risk;

— Limited data for the formation of standards;

— Impossibility of use for specific non-standard
situations;

— Generalized assessment of budget risks and
others.

Speaking about the budget process, we note that
this is an organized activity of participants in the bud-
get process at all levels, which is regulated by regu-
latory documents of budget legislation, in particular,

the Budget Code of Ukraine, laws, resolutions and
other regulatory documents of the Verkhovna Rada of
Ukraine, etc. As Lyutiy 1.O. notes, “all stages of the
budget process are interrelated, consistent, and this
order cannot be changed. At each stage of the budget
process, issues that cannot be resolved at other times
are resolved” [6, pp. 123].

According to Part 6 of Article 20 of the Budget
Code of Ukraine, “at all stages of the budget process,
its participants within the limits of their powers carry
out an assessment of the effectiveness of budget pro-
grams, which provides for measures for monitoring,
analysis and control over the targeted and effective
use of budget funds. Evaluation of the effective-
ness of budget programs is carried out on the basis
of monitoring data, analysis of performance indica-
tors of budget programs, as well as other information
contained in budget requests, estimates, passports
of budget programs, reports on the implementa-
tion of estimates and reports on the implementation
of passports of budget programs. The Ministry of
Finance of Ukraine determines the organizational and
methodological principles for assessing the effective-
ness of budget programs by the main managers of
budget funds” [1].

In accordance with the above, the risks of the bud-
get process arise at all its stages and require quali-
tative identification and evaluation for the adoption
of balanced management decisions in order to effec-
tively use budget funds and state property.

For the analysis of the risk assessment of the bud-
get process, the following method of sequential steps
can be proposed:

1. Setting the tasks and goals of the analysis.

2. Selection of the object of analysis.

3. Finding out the indicators by which the object
of analysis will be investigated.

4. Selection of the sequence and periodicity of
analytics on possible changes in the environment of
the object of analysis.

5. Selection and detailed description of research
methods and methods.

6. Selection of data sources on the basis of which
the analysis will be made.

7. Detailing the steps of the analysis.

8. Selection of technical support for the analysis.

9. Registration of the results of the analysis in
accordance with the established norms and standards.

10. Proving the results and recommendations of
the analysis to the management staff and performers,
within the competence, regarding the adjustment of
plans, measures and management decisions in order
to minimize or avoid possible budget risks and their
consequences.

Integration of budget risk management into all
stages of the budget process involves the creation of
a register of identified risks indicating their potential
impact on the budget at all its levels and planning in
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case of emergency situations with the allocation of
individual budget programs to state bodies within the
approved general budget fund.

Conclusions. Therefore, summarizing the above,
we note that the assessment of the risks of the bud-
get process still remains a complex issue with its own
specific features, which requires further scientific
research. In our opinion, the available large number
of various methods of assessing budget risks in the
scientific literature has not been sufficiently studied,
in particular in terms of their advantages and disad-
vantages, in order to choose the most adequate and
effective in a particular situation and under specific
circumstances. This makes it necessary to continue
scientific research on this issue with an emphasis on

highlighting the advantages, disadvantages, conse-
quences and possible limitations of using a particular
method of assessing budgetary risks.

On the basis of the conducted study, the author’s
method of sequential steps to assess the risks of the
budget process is proposed, an analysis of the advan-
tages and disadvantages of methods for assessing
budget risks is given on the example of the normative
method.

The use of a comprehensive approach to risk
assessment, which combines both qualitative and
quantitative methods, will increase the accuracy of
budget risk management at all levels and stages of the
budget cycle when public sector institutions exercise
their powers.
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