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The problems of ensuring Ukraine's  financial security in conditions of European integration

Ukraine has made a European choice as the main direction of its state policy, both internal and external, whose ultimate goal should be the full membership in the European Union. It should be emphasized that the European choice presupposes, above all, economic and social transformations. Moreover, Ukraine's aims and objectives include deep and qualitative transformations in all spheres of public life. This coincides with the EU accession criteria (Copenhagen criteria), according to which the right of the country to join the EU is  recognized exceptionally on the condition of meeting these criteria: in the economic, political and legal spheres.

The current legal basis of relations between the EU and Ukraine is the Partnership and Cooperation Agreement (PCA) issued on 14 June 1994 (entered into force on 1 March 1998), which establishes the cooperation on a wide range of political, trade-economic and humanitarian issues. Concluding the PCA has allowed to establish a regular bilateral dialogue between Ukraine and the EU on political and sectoral levels, to implement trade regulations between the two parties on the principles of GATT / WTO, to define priorities of adaptation of Ukrainian legislature to the standards and norms of the European Community (acquis communautaire) in priority sectors of Ukrainian economy.

After the accession of Ukraine to the World Trade Organization on 18 February 2008, the negotiations were launched concerning the creation of the wide and comprehensive free trade area between Ukraine and the EU that paves the way for the liberalization of the movement of goods, capital and services as well as the broadened harmonization of nontariff instruments of economic regulation. On the 9 of September, 2008 at the Paris summit Ukraine and the EU reached a political agreement on concluding the future agreement in the form of an Association Agreement, which is based on the principles of political association and economic integration. 

During the 15th Ukraine - EU Summit in Kyiv, December 19, 2011, the parties announced the completion of negotiations on the future Association Agreement, on the 30th of March, 2012 the text of the future agreement was initialed by the heads of the negotiating teams of Ukraine and the EU.

On the 16th of September, 2014, the Verkhovna Rada of Ukraine and the European Parliament simultaneously ratified the Association Agreement between Ukraine and the EU.  An important fact was  the entry into force of Section IV of the Association Agreement  on the 16th of September, 2015, concerning the association on the implementation of the wide and comprehensive free trade area between Ukraine and the EU beginning with the 1st of January, 2016.

European integration for Ukraine is, on the one hand, a way to modernize the economy, attracting foreign investment and advanced technologies, increasing the competitiveness of domestic manufacturers, access to world markets, including the market of financial services.  On the other hand, Ukraine's access to international markets as well as forming an open economy also mean that the state economy should be internally stable, able to withstand the risks that accompany the processes of globalization and European integration.

Unfortunately, the financial system of Ukraine in modern conditions is influenced by a number of threats, including the growing political instability, debt burden, imperfect fiscal policy, the shadow economy, a significant level of corruption in all levels of the financial system, the instability of the banking sector, etc. All these threats adversely affect the level of the state's financial security.

The global financial-economic crisis of 2008-2009, which had a negative impact on the socio-economic development of Ukraine demonstrated the vulnerability of the domestic financial system, its dependence on the external influence. In addition, during 2010-2014,  Ukraine experienced an unprecedented combination of political, financial, economic and banking crises. Only in 2014, GDP fell by 6.7% (according to the estimates of NBU). The deficit of the consolidated budget of Ukraine (including the "Naftogaz of Ukraine") exceeded 10% of GDP. Hryvnia depreciated by almost half. The inflation increased by almost 25%. The deficit of the consolidated payment balance amounted to 13 bln. dollars, USA. Gold and currency reserves decreased to critically low levels. The banking system lost a third of the deposits. The massive outflow of the deposits of the population amounted to 10 billion dollars in foreign currency deposits and over 40 billion in hryvnia.

The crisis of the banking system was accompanied by numerous defaults of financial institutions. By 01.11.2015,  64 commercial banks were officially recognized insolvent. So far, the banking market has been in shock state which is caused by currency fluctuations (depreciation of the hryvnia), losses of assets in the Crimea and the war zone (around 15%), borrowers' decrease of solvency, massive personnel downsizing. 

Under these conditions, the problem of protecting national interests in the financial sector and ensuring the financial security of the state is extremely important. As never before, the basic provisions of the Concept of national security in the financial sector (issued 15.08.2012) become relevant. Concept developers emphasized the need to solve the basic problem - the insufficient effective use of mechanisms aimed at neutralizing, minimizing the impact and eliminating the phenomena and factors that lead to the creation of external and internal threats to national security in the financial sector. One way of solving the determined problem is implementing structural reforms in the national economy and ensuring price and financial stability.

At present the question of effectiveness of structural reforms or even their absence is the cornerstone of political debate. Essentially, the reform should begin with structuring the existing problems, assessing the risks and threats, determining strategic and tactical goals and forming a set of measures in a variety of development programs.

The financial security of any state is determined by factors, necessary to be considered  in terms of Ukraine today:
· level of financial independence (in this case, the size of the external financial assistance from the international financial institutions, economic groupings, governments of individual countries, the scope of foreign investments in the national economy are of crucial importance);
· nature of financial and credit policy (both internal and external), pursued by the state;
· political climate in the country;
· the level of the legislative provision of the financial sector functioning.
Thus, the priorities of Ukraine in the field of financial security should be the creation of appropriate legal, economic, social and other conditions aimed at improving monetary and credit, currency, banking, budget, tax, investment policies as well as development and implementation of effective mechanisms aimed at neutralizing, minimizing the impact and eliminating the phenomena and factors leading to the creation of external and internal threats to the state's financial security.

