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Introduction
Under the conditions of the dynamic development of
society, the issues of the functioning of a balanced and clear
mechanism for the development of the Ukrainian financial
system becomes very important. Outstanding domestic
scientists, such as V.L. Andrushchenko, M.V. Gridchina,
V.B.Zakhozha and many others, especially economists,
constantly study both the financial system of the country as a
whole, and its constituent elements, such as finances and
financial activities. At the same time, drawing conclusions
that these are economic categories. According to many
representatives of economic science, the financial system
includes the following components: the state budget,
extrabudgetary funds, insurance funds, the stock market, the
finances of organizations of various forms of ownership,
state credit (Barannikov, 2002, p. 23), bank credit (Dodonov,
1997, p. 235-236). Thus, most economists define the financial
system of the country as the totality of money, financial
markets (currency, money, capital) and financial institutions
(private and public) (Kotelkin, 1998, p. 16). Some
researchers in the field of economics recognize that the
financial system is a system of forms and methods for the
formation, distribution and use of funds of the state and
organizations. Some scientists believe that in economic
theory the financial system should be understood as the
totality of various spheres of financial relations where the
funds are formed and used (Drobozina, Polak, 2001, p. 29). In
our opinion, such approaches to the definition of the concept
of a country’s financial system are one-sided and distract
from a comprehensive economic and legal study of this
concept. When considering the financial system of Ukraine in
terms of its essence and structure, first of all, it is necessary

to pay attention to such aspects of its functioning as
economic, material and legal, under the influence of which
the content of this category is constantly changing.
Thus, we propose to consider the financial system of
Ukraine as a legal category. According to Article 92 of the
Constitution of Ukraine, it is “the laws of Ukraine exclusively
determine that:
‒ The state budget of Ukraine and the budgetary system
of Ukraine;;
‒ taxation system, taxes and fees;
‒ the foundations of the creation and functioning of the
financial, monetary, credit and investment markets;
‒ the status of the national currency, as well as the status
of foreign currencies on the territory of Ukraine;
‒ the procedure for the formation and repayment of state
internal and external debt;
‒ the order of issuance and circulation of government
securities, their types” (The Constitution of Ukraine, p. 56–
57).
Therefore, it is due to the legal norms and rules
established by the state that the financial system of Ukraine
functions. First, finance as a legal category is an integral part
of the system of economic and legal relations. Depending on
the need for the emergence—the formation, distribution and
use of funds—they arise between the state, legal entities and
individuals. We believe that the objective need for finance is
determined precisely by the existence of the state and the
existence of commodity-money relations within any society.
Ensuring the implementation of external and internal
functions of the state is impossible without the availability of
public financial resources used primarily to provide these
functions. Therefore, it is the adoption of relevant laws and
the establishment of an appropriate procedure for the
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functioning of the financial system that leads to the
formation of special funds and the accumulation of funds in
the state budget. Finally, there is the possibility of the
existence of the state itself.
The concept of the essence of the financial system, the
features of its functioning are directly related to the nature
and functions of the state. Such a legal approach to the
definition of the financial system of the state allows
considering it as a category with broad content. In support of
this, A.N. Ashmarin in his scientific works proves that the
financial system should be viewed as “a set of elements, first
grouped in two main directions (funds and social relations
from their accumulation, redistribution and use) and,
secondly, as a set of optional instruments (institutional
mechanism, methods, functions, financial policies, financial
legislation, etc.)” (Ashmarina, 2008, p. 3). Accumulating
during material production, most of the money income
becomes transformed and moves within the various legal
regimes. It is in this way that a certain relationship between
finance and the state appears, and it is due to this balanced
connection that the country’ financial system operates. In
general, this issue has been the subject of research by many
scientists, in particular J. Van Horne, P. Rose, D. Frazer,
R.Braeley, E. Brigham, A. Gropeli, M. Porter, S. Ross,
TA.Latkovsky, S.V. Mishchenko, S. Naumenko, V.M. Oparina,
N.E. Selyuchenko and others. Thus, Van Horne believes that
“the financial system is the aggregate of a number of
institutions and markets that provide services to firms,
citizens, and governments” (Chugunov, 2009, p. 178). P. Rose
and D. Frazer consider the country’s financial system as a
network of financial markets, financial institutions, business
structures, household finances and governments (Chase,
2000, p. 62). The country’s financial system is defined by
them as a combination of markets, institutions and firms that
provide financial services and act as financial intermediaries.
Whereas, according to S. Naumenkova and S. Mishchenko,
“this approach limits the role and purpose of the financial
system.” They believe that such a review of the financial
system by its functional purpose and structural construction
brings it by definition to a different concept, namely, the
financial sector. At the same time, they provide the definition
of the IMF, according to which the financial sector provides
the economy with intermediary services and covers all
organizations,
which
main
activity
is
financial
intermediation, including the banking system and other
financial institutions, including pension funds, insurance
companies, mutual funds, and credit unions (Naumenkova,
2009, p. 40). We cannot but agree with the opinion of
outstanding scientists, but as noted above, in our opinion,
such an approach is one-sided and distracts from a
comprehensive economic and legal study of the financial
system and finance as its component. Therefore, the scientific
novelty of this work lies in the fact that the organizational
and legal structure of the financial system will be considered
and investigated in a comprehensive manner, namely in the
sphere of financial relations and their balance between
entities within the financial system itself.
Starting to investigate the organizational and legal
structure of the financial system of the country, we wanted to
focus on determining the essence of finance as the main
component of the financial system, since finance, like blood
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in the human body, is the main and almost the only
component that connects various elements of the country’s
financial system.
On the one hand, the essence of finance, their forms and
quantity determine the possibilities of the state and
guarantee the prospects for its financial development. On the
other hand, thanks to finance, the state can constantly
influence the results of production. Due to financial resources
and applying the relevant legal norms, the state stimulates
the development and the development of society and the
state as a whole supports in rational and objective
proportions. The existence of finance is associated with the
need to withdraw, distribute and form the state’s share of
gross domestic product. It is the redistribution and
distribution of gross domestic product in monetary terms
that determines the purpose of finance. For this purpose, the
state determines the legislative features of finance, their
place in the financial system, features and forms of
regulation. Therefore, we believe that finance should be
examined, first, as a legal category, and only then as an
economic category. Thus, in our opinion, finance as a legal
category has the following characteristics:
– finance is historically connected with the nature of
origin and functions of the state and fulfills the tasks of state
development at its specific stage;
– finance is a legal relationship between the state,
individuals and legal entities on the formation, use and
distribution of funds;
– finance is closely related to the emergence and
existence of commodity-money relations in the state and
society;
– finance is the subject of state legal norms enshrined by
the state, when distributing and redistributing part of the
gross domestic product.
We believe that, through appropriate laws, the state,
thanks precisely to finance, regulates relations for the
formation, distribution and use of centralized and
decentralized state monetary funds. They constitute a
homogeneous system that operates on the same terms, is the
same in forms and methods of distribution of funds and is
called the financial institution. Therefore, it is precisely
regulated by the state due to the emergence of the
corresponding financial relations and established by the set
of interacting and interconnected financial institutions that
constitute the financial system of the state. Financial
relations can arise:
- between the state and legal entities and individuals;
- between several legal entities;
- between legal entities and individuals;
- between several individuals.
That is why financial relations form the financial system
of the country. Its functioning and development is influenced
by the type of state: unitary or federated. A unitary state
usually has a two-tiered financial system, where financial
relations are regulated by central authority and local
authority, and the federal state has a three-tier system.
In our opinion, the financial system of our country is a
very complex mechanism, which depends directly on two
determining factors. First, the legal settlement, adjustment
and balance of financial relations in the society. This is the
choice of a correct and appropriate for the country financial
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development model, which will stimulate the producer and,
accordingly, the society. According to A. Soskin, “the modern
global scientific, technological, information, cybernetic and
ecological revolution requires appropriate changes in the
models of economic development. Naturally, they cannot
function on the principles of authoritarianism, etatism or
monopolism. Ukraine should take into account these
processes, determining the economic model of its
development. Proceeding from the newest world challenges
and opportunities to become a competitive state in the center
of Europe, Ukraine must build a democratic model for the
development of society, which fully meets the economic
model of people’s capitalism” (Soskin, 1998, p. 12). We fully
agree with such conclusions; in our opinion, the financial
model of people’s capitalism fully corresponds to our
national interests aimed at ensuring Ukraine’s economic
independence and the mentality of the Ukrainians.
Secondly, the well-coordinated activity of the entities of
the financial system depends on the organization of public
administration. Herewith, the most important factor is the
effectiveness of the administrative and legal mechanism for
managing the financial system of the country, as well as clear
legislation ensuring the continuous and harmonious
operation of this system as a whole. The absence or
inefficient use of these prerequisites will not allow for
purposeful management of finances. The mechanism of
managing the financial system of Ukraine consists of two
main components, namely: management bodies and forms
and management methods. The main task of the management
agencies of the financial system is to ensure coherence in the
functioning of certain areas and links in financial relations.
This is achieved by a clear and legally approved delimitation
of functions and powers between financial authorities and
institutions. In support of this, N.I. Khimicheva notes that
“the effectiveness of the financial system depends on the
level of legal norms and law enforcement activities”
(Khimicheva, 2004, p. 30-31). She also emphasizes that “the
legal basis for the functioning of the financial system is
financial law that mediates the social (economic) relations
arising in the process of creating, distributing and using
various funds of funds” (Khimicheva, 2013, p. 34).
Legal understanding of the financial system is the totality
of the characteristics of the financial system established by
regulatory legal acts that take the form of regulatory
requirements for the regime of its functioning (financial
legislation, stipulated in the norms of the means and ways of
stabilizing the financial system, financial policy in its legal
forms, functions, and methods of activity within the financial
system, are implemented in the actions of specific authorized
entities) (Komarova, 2013, p. 25). It is true that the spectrum
of social relations that constitute the financial system is
broader than directly forming, distributing and using a
particular fund (Ashmarina, 2008).
Ukraine, when managing finance and being in financial
relations as an authority subject and the owner of the means
of production, determines through the adoption of the
relevant laws the procedure for the acquisition and use of
funds. In these relations on behalf of the state, there are
relevant state authorities, the main of which are the
Verkhovna Rada of Ukraine and the Cabinet of Ministers of
Ukraine. Thus, according to Article 75 of the Constitution of
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Ukraine, “the only legislative body in Ukraine is the
Parliament – the Verkhovna Rada of Ukraine.” In accordance
with Article 85 of the Constitution of Ukraine, “the powers of
the Verkhovna Rada of Ukraine, include:
‒
adoption of laws; dealing with numbering
‒
approval of the State Budget of Ukraine and
introduction of changes thereto, control over the
implementation of the State Budget of Ukraine, adoption of a
decision on the report on its implementation;
‒
determination of the foundations of domestic and
foreign policy;
‒
approval of national programs for economic,
scientific, technical, social, national and cultural
development, and environmental protection;
‒
control over the activities of the Cabinet of
Ministers of Ukraine in accordance with the Constitution and
law;
‒
approval of decisions on granting loans and
economic assistance to Ukraine from foreign countries and
international organizations, and on the receipt by Ukraine
from foreign countries, banks and international financial
organizations of loans not provided for in the State Budget of
Ukraine, control over their use” (The Constitution of Ukraine,
p. 47–53).
The Constitution of Ukraine determines that according to
Article 92, “exclusively the laws of Ukraine determine:
‒
The State Budget of Ukraine and the budgetary
system of Ukraine; taxation system, taxes and fees; the
foundations of the creation and functioning of the financial,
monetary, credit and investment markets; the status of the
national currency, as well as the status of foreign currencies
on the territory of Ukraine; the procedure for the formation
and repayment of state internal and external debt; the order
of issuance and circulation of state securities, their types.”
The legal basis for the existence of the budgetary system
is based on the constitutional norms defined in Article 95
“The budgetary system of Ukraine is built on the principles of
a fair and unbiased distribution of social wealth between
citizens and territorial communities. Exclusively the Law on
the State Budget of Ukraine determines any state expenses
for public needs, the size and target direction of these
expenditures. The state seeks to balance the budget of
Ukraine. Regular reports on incomes and expenditures of the
State Budget of Ukraine should be made public (The
Constitution of Ukraine, p. 56-60).
Another important entity of the financial system of
Ukraine is the Cabinet of Ministers of Ukraine. Article 113 of
the Constitution of Ukraine determines that “the Cabinet of
Ministers of Ukraine is the supreme body in the system of
executive bodies and is responsible for the activities of state
bodies in the field of acquisition and efficient distribution
and use of centralized and decentralized state funds. The
main task of this entity of the financial system is the effective
functioning of the state, aimed at the development of society
and the provision of urgent public needs at various stages of
its development.”
Thus, according to the requirements of Article 116 of the
Constitution of Ukraine, “the Cabinet of Ministers of Ukraine:
‒
provides financial, price, investment and tax policy;
policies in the areas of labor and employment, social
protection, education, science and culture, environmental
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protection, environmental safety and nature management;
numbering
‒
develops and implements national programs of
economic, scientific, technical, social and cultural
development of Ukraine;
‒
provides equal conditions for the development of all
forms of ownership; manages the objects of state property in
accordance with the law;
‒
develops the draft law on the State Budget of
Ukraine and ensures the implementation of the State Budget
of Ukraine approved by the Verkhovna Rada of Ukraine,
submits to the Verkhovna Rada of Ukraine a report on its
implementation (The Constitution of Ukraine, p. 79–80).
Based on Article 96 of the Basic Law of Ukraine, “The
State Budget of Ukraine is approved annually by the
Verkhovna Rada of Ukraine for the period from January 1 to
December 31, and under special circumstances – for another
period. It is the Cabinet of Ministers of Ukraine, not later than
September 15 of each year, submits to the Verkhovna Rada of
Ukraine a draft law on the State Budget of Ukraine for the
next year. Together with the draft law, a report on the
implementation of the State Budget of Ukraine for the
current year is submitted.”
Article 97 of the Constitution obliges the Cabinet of
Ministers of Ukraine in accordance with the law “to submit to
the Verkhovna Rada of Ukraine a report on the
implementation of the State Budget of Ukraine and,
unfortunately, does not determine the frequency of such
reports, and according to Article 98, control on behalf of the
Verkhovna Rada of Ukraine for the receipt of funds in the
State Budget of Ukraine and their use is carried out by the
Accounting Chamber” (The Constitution of Ukraine, p. 6263). Thus, the Basic Law of the country clearly defines the
conditions for Ukraine’s financial activity by adopting the law
“On the State Budget” and other laws necessary for the
emergence of financial relations.
Thus, it is clear that, unlike the approaches generally
accepted by the scientists, the social relations that arise in
the course of financial activity are not only economic.
Applying the relevant legal norms, the state provides
financial relations within the financial system of a legal
nature, and the legal regulation of financial activities is a
form of public administration of the financial system of the
country. Therefore, the definition of the financial system as a
legal category is a set of methods that are established by the
relevant regulations and have a number of regulatory
requirements for the functioning of the financial system
(financial legislation, financial policy in its legal forms) in
accordance with its tasks and functions, implemented
specific authorized entities in the event of a specific financial
relationship.
In modern science, there is more than one definition of
the term “financial system”. For example, A.I. Khudyakov,
having analyzed the concept of the financial system, notes
the organizational approach to his understanding. “In this
sense, the financial system is understood as the aggregate of
financial institutions of the state (the financial department
and its divisions, the treasury, the tax authorities, the central
state bank, the state supervision body, etc.)” (Khudyakov,
1995, p. 38). However, this theory is not supported by all
modern scientists. As some authors believe, this approach to
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understanding the financial system leads to the erosion of
this concept as an economic category.
Analyzing various approaches to the definition of the
concept and structure of the financial system, G.V. Komarov
concluded, “the financial system is multifaceted and
heterogeneous. Elements of the financial system are united
by the fact that they pursue a common goal – the stabilization
of the financial system at the level of legal regulation. Given
that in different periods of the state’s existence, the financial
system is affected by various phenomena (crises, political
transformations and reforms, the influence of international
factors, etc.), each sector of law enforcement of the financial
system fulfills the role of legal means to stabilize it
(Komarova, 2013, p. 27).
Having studied the scientific works of many scientists on
this issue, in our opinion, the most successful is the definition
of the financial system of M.V. Gridchin. According to it, “the
country’s financial system is a set of interrelated and
regulated financial and legal norms of various groups of
financial relations (financial institutions, financial links and
others) through which the state forms, distributes and uses
centralized and decentralized funds. At the same time, the
specifics of the financial system are not exhausted only by
the peculiarities of its constituent elements, but consist, first
of all, in the nature of the relationship and the relations
between them” (Hridchina, Zahozhai, Osipchuk, et al., 2004).
Proceeding from the foregoing, we consider it possible to
propose a definition of the concept of the financial system.
Therefore, in our opinion, the financial system of the country
as a legal category is a multi-level social system that includes
the set of all available spheres of financial relations and
corresponding subjects of such relations regulated by the
corresponding legal norms of the state that ensure balanced
functioning and interaction of these definite spheres manage
them.
Moreover, there are various scientific views on the
structure of the financial system of the country, since it is the
structure that is the basis of the system of the country’s
financial legislation. The structure reflects the orderliness of
internal and external links of the system, ensuring its
stability, and qualitative certainty. Structural connections of
various kinds permeate all processes that occur in system
objects. In particular, E.D. Sokolova compared numerous
points of view on the essence of the financial system. Despite
all the dissimilarity of the opinions expressed, there are three
main approaches to understanding the structure of the
financial system (Sokolova, 2006, p. 23).
First, the most developed is the stock theory, according to
which the classification should be carried out, based on the
properties of financial funds, characteristic of a particular
national economy. According to this theory, the financial
system is formed by the budget, off-budget funds, credit fund,
insurance fund, financial resources of economic entities,
followed by differentiation of types of financial funds.
Supporters of this theory of the formation of the structure of
the financial system are A.N. Ashmarin (2008, p. 23-27),
A.D.Vasilik, A.N. Gorbunova (1995, p. 15), M.V. Karasev
(2003, p. 11, 36), Yu.A. Krokhin (1999 p. 13), V.N. Ulyanov.
According to modern scholars, the undoubted merits of this
theory cannot be attributed to the essence of finance due to
the relationship associated with the need to form and use the
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relevant property funds. However, this is also a weak point –
the financial system seems in this case as a consequence of
the financial mechanism and, as a result, formalizes the
financial relations.
The second is an institutional concept that builds the
structure of the financial system, as a functional identity of
separately operating financial institutions (namely, state
revenues, government spending, insurance, state credit, bank
credit, monetary circulation, etc). Supporters of this concept
are N.I. Khimicheva (1997, p. 3, 27), L.K. Voronova,
M.P.Kucheryavenko (2006, p. 10), S.V. Zapolsky (2006, p. 28),
A.P. Orlyuk (2010, p. 28), A.A. Muzyka-Stefanchuk (2007, p.
13). According to A.P. Orlyuk, this approach does not provide
an opportunity to understand the systematization features,
link the unity of financial mechanisms that act together only
in the final (2010, p. 28). According to N.I. Khimichev, the
financial system is put into effect through the study of legal
institutions of financial law, through which the financial
activities of the state are regulated (2007, p. 30-31),
A.Yu.Gracheva and A.N. Gorbunova, considering the financial
system, note that the system of legal institutions regulates
each of the links in the financial system, “the system of legal
institutions”, in their opinion, “provides a system of funds”
(Orlyuk, 2007, p. 10).
The third is a conception, where the financial
management system is based on the main governing bodies
of the fund or the relevant institution, they have the right to
mobilize financial resources. Such a theory distinguishes
again in the structure of the financial system the budget, offbudget funds, the finance of economic entities, the insurance
fund, the credit fund, municipal finance, investment funds.
Representatives of this theory are V.M. Oparin, V. Komarova,
V.S. Zagorsky, A.D. Lupus, I. Blagun. Such a method of
constructing the structure of the financial system looks even
less successful, because it is based on signs that are of an
official nature and are practically unrelated to the essence of
financial relations. The assignment of a function to an
authority or the addition of this function, as well as the
granting of the right to conduct an activity of the appropriate
kind, cannot be recognized as an objective criterion (Oparin,
2002, pp. 2-9). According to A.P. Orlyuk, subjective theory is
unsuccessful, because it is built on the grounds that are not
related to the nature and essence of finance or financial
relations, since the assignment of a function to a certain state
body and the removal of such functions, and granting the
right to a certain activity type, cannot be considered an
objective criterion (Orlyuk, 2010, p. 28).
There are several more scientific approaches to the
definition and construction of the country’s financial system.
According to a number of researchers, the structure of the
financial system, along with public and local finance is
private finance. O.Yu. Gracheva and A.N. Gorbunova,
analyzing the ratio of public and private finances, stressed
that “the state regulation of public and private finance is
expressed in different ways” (Orlyuk, 2007, p. 11). M.I. Karlin
states that the financial system of Ukraine includes: “1)
public finances; 2) finances of enterprises of economic
entities; insurance; 4) financial market; 5) household
finances” (Zagorsky, Vovchak, Blahun, Chui, 2008, p. 15).
With respect to the first three elements of the financial
system, namely public finances, business enterprises and
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insurance of domestic enterprises, there are no substantial
objections to domestic scientists, whereas before the
inclusion in the structure of the financial system of Ukraine –
the scientists are discussing the financial market and
household finances. We consider it necessary to note in this
regard that since the market economy, based on generally
accepted definitions, is the interaction of the three financial
sectors, namely households, firms and government, the
structure of the country’s financial system must consistently
include household finances, enterprise finance and state
finances.
In our opinion, the modern scientist A.T. Kovalchuk
offered a very promising concept of the structure of the
financial system. Thus, he suggests “by the sources of
formation, distribution and use, the financial system is
divided into the following levels: a macrolevel (usually public
finances), microlevel (the finances of business entities and
market infrastructure, in particular institutions operating in
the financial market – commercial banks, non-banking
financial intermediaries, investment companies, etc.;
international finance” (Zapolsky, 2011, p. 36). We agree with
this definition of the author, but we believe that it would be
advisable to include in the macrolevel not only public finance
but also regional (municipal or local) finance. Unfortunately,
the scientist did not pay attention to the finance of
households, which, in our opinion, play a significant role in
the structure of the country’s financial system.
Outstanding Ukrainian scientist A.R. Romanenko
considers the financial system as “a set of separate, but
interconnected areas of financial relations that have features
in the mobilization and use of financial resources, the
appropriate management apparatus and legal support.” She
identifies five areas of financial relations: “finance of
business entities (level of microeconomics), public finance
(level of macroeconomics), international finance (world
economy level), financial market; insurance. Separate links
are distinguished in each sphere. At the micro level, there are
the finances of commercial and non-profit enterprises and
organizations. At the macro level, there are state and local
budgets, state trust funds, state credit, and public sector
finances. International finance includes finance of
international organizations, finance of international financial
institutions, international financial market. The financial
market is structured for the markets of money, credit
resources, securities, financial services. In the sphere of
insurance, social, property and personal insurance, business
risks and liability insurance are allotted (Karlin, 2007, p. 21).
In our opinion, such a structure of the financial system is the
most complete and perfect.
Unfortunately, almost all these structures of financial
system are considered by the scientist from the point of view
of economic science. In our opinion, in connection with the
fundamental changes in the economic and political
conditions of Ukraine, the structure of the financial system of
our state that occurred over the years of independence
should be viewed as a legal category. The huge changes that
took place in the country at the legislative level concerned
the composition of the financial system (new subjects
appeared), types of financial relations, entered into it and
their interactions among themselves. Based on the scientific
views of modern academic researchers and analyzing the
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current Ukrainian legislation, we consider it possible to offer
the most complete, in our opinion, organizational and legal
structure of the financial system of Ukraine precisely in the
areas of financial relations. In a generalized form, the
financial system of Ukraine is a collection of several types of
financial relations, namely:
1) international financial relations;
2) state financial relations;;
3) regional (local, municipal) financial relations
4) financial relations of business entities;
5) financial relations of individuals (households)
Each of them is determined by a set of specific areas of
financial relations, which are regulated by certain legal
norms and promote the formation and use of appropriate
monetary funds aimed at meeting the diverse social needs.
Such funds are centralized and decentralized. Centralized
monetary funds include funds within certain territories, such
as state, provincial or district budgets, and are used to meet
the general needs of the respective territory and are
determined by the Constitution and relevant laws.
Decentralized funds are funds of enterprises and
organizations used by this enterprise for industrial and social
needs.
The solution of the task of balancing and optimizing
financial relations within the financial system of Ukraine, the
successful structuring of the financial system itself
determines the effectiveness of a scientific search aimed at
establishing ways to save the Ukrainian economy from a
deep crisis and sustainable development of effective financial
activity of all financial subjects. The correct choice of the
necessary features of the finance structuring should be based
on the full mapping of the entire set of relevant financial
relations and be fully secured by the relevant legal norms.
In the legal literature, there are many different
approaches to determining the structural elements of the
financial system of the state. Thus, A.N. Gorbunova and
A.Yu.Grachev believe that “the state financial system includes
institutions of public finance, business entities, local finance,
insurance, and credit” (Kovalchuk, 2007, p. 10). Some
scientists in the organizational aspect of the financial system
are considered as the totality of bodies of state power and
local self-government that, within their competence, manage
financial activities of the state and enterprises, institutions,
and organizations participating in it (Sokolova, 2006, p. 498).
The existence of certain institutions within the financial
system of the country can be explained by the fact that
finance serves almost all the needs of society and covers the
entire economy of the country (Gorbunova, Gracheva, 2004,
p.15).
We also consider the level of the economic system as the
basis for the structure of the financial system, highlighting
the corresponding types of financial relations. Thus, at the
level of the world economy – international finance; at the
macro level, we distinguish separately state and separately
regional financial relations; at the micro level – the finances
of business entities (enterprises and organizations); and at
the sub-microeconomic level – financial relations of
individuals (households). Each of these types has an
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appropriate legal basis and a financial source of origin (a
certain composition of income and expenditure), its specific
areas of financial relations, the availability of subjects of
these relations and the legal regulation of the interaction of
these entities in the course of financial activities. In our
opinion, it is the creation of a perfect financial system of the
state that is one of the main conditions for the effective
development of its economy, although it requires a certain
amount of time. We offer our vision of the organizational and
legal structure of the financial system of Ukraine in the
spheres of financial relations in a schematic form (Diagram
1). The diagram shows that the components of the financial
system are closely interrelated. The financial state of each
element of this system, on the one hand, depends on the
financial state of the other elements, on the other – affects
them. Certainly, the result of our research is not perfect and
requires further improvement, since life does not stand still.
However, the improvement of the structure of the financial
system of Ukraine should be based on ensuring financial
security by the relevant legal norms, strengthening, by
optimizing and optimally distributing the financial resources
of the financial self-sufficiency of its institutions, gradual
financial integration of Ukraine into the global financial
system.
In our opinion, the improvement of the financial system
of Ukraine is possible through the implementation of a set of
measures:
‒
legally defined distribution of financial resources
between central and regional authorities;
‒
constitutional expansion of the powers of the
regions and increasing control and accountability for the
results of their activities;
‒
optimization of the expenditures of the State budget
(reducing the number of state institutions and optimizing
their functions);
‒
reduction in the provision of subsidies from the
State budget and subsidies to loss-making enterprises, with
the exception of priority sectors of the economy (knowledgeintensive, capital-intensive, in particular, agriculture);
‒
legislative regulation of restructuring of debts of
state enterprises;
‒
conducting an effective tax reform to create the
necessary centralized reserves for further use instead of
attracting loan credits;
‒
determination by the adoption of the relevant law
of the state body, including law enforcement, which will
exercise clear systemic control over the receipt of funds in
budgets and their intended use.
Proceeding from the foregoing, we believe that the main
task of building a national financial system is to ensure at the
legislative level the maximum mobilization of available
financial resources in Ukrainian society and attracting them
from justified needs, establishing legal prerequisites for their
effective use. The movement of money through the links and
areas of the financial system should contribute to the
formation of each subject’s income, reflecting its productivity
and sufficient to meet the needs of its activities.
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Financial system of
Ukraine

Entities of relations
Sphere of relations

Global financial relations

Types

Finance of other countries; Finance
of
international
organizations;
Finance of international financial
institutions and foundations

of financial
relations
International financial
relations

Investment relations
Credit relations
Relations concerning
financial assistance
Relations between the state
and local governments

National budget;
Finance of public funds;
Finance of companies and state
monopolies

State financial relations

Macroeconomic financial
relations

Parliament of Ukraine and
the Government of Ukraine
and governments of other
countries, international
organizations, financial
institutions, foundations

Parliament of Ukraine, the
Government of Ukraine and
local authorities, public
enterprises

Relations between the state
and business entities

The Government of Ukraine
and business entities

Relations between the state
and individuals in the
sphere of grants, loans,
financial aid

The Government of
Ukraine and individuals

Relations between local
government and business
entities

Local councils, local
authorities, utilities, business
entities

Relations between local
authorities and individuals

Management of regional
local governments and
individuals

Relations between business
entities

Management of business
entities

Regional financial
relations

Local budgets;
Local funds

Microeconomic financial relations
Finance of business entities;
Loan funds of banks;
Securities;
Insurance funds

Financial relations of
business entities

Relations between business
entities and individuals

Management of business
entities and individuals

Sub-microeconomic financial relations
Wages;
remuneration;
subsidies; grants; securities

credit;

Financial relations of
individuals

Therefore, the normal existence of the financial system
of the country provides for the solution of the following
tasks:
1) through the adoption of effective legislative acts and
the implementation of relevant reforms to ensure the stable
formation, concentration and optimal allocation of financial
resources sufficient to produce a certain amount of GDP;
2) selection of the most appropriate system of
governance to maximize the efficient use of available
financial resources;
3) maximizing the volume of GDP produced based
scientific research and foreign experience, developing a real

Public relations of the
financial market

Management of business
entities of the financial
market and individuals

organizational and legal structure of financial security for
each area of financial relations of the state;
4) ensuring the establishment of optimal proportions of
distribution and redistribution of GDP produced through the
application of government initiatives to introduce
appropriate state programs aimed at maximizing the needs
of citizens, enterprises and the state;
5) introducing legislative changes to comprehensively
attract all available funds and income of financial market
entities for the needs of financial support for GDP
production;
6) involving, through the adoption of appropriate legal
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norms, state mechanisms for the formation of insurance
funds and ensuring the recovery of losses of financial
resources, thereby establishing the maximum prerequisites
for the use of these funds in the resource cycle.
In our opinion, precisely the fulfillment of these tasks
will create an efficient financial system of Ukraine, the
functioning of which and the implementation of a purposeful
financial policy will inevitably lead to a strong growth of the
state’s economy.
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