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ABSTRACT 

on bachelor's degree qualification paper on the topic 

«UKRAINE’S DEBT SECURITY MANAGEMENT» 
 

student Maria Yermak 
              (full name) 

  

  

The main content of the bachelor's degree qualification paper is presented on 33 

pages, including references consisted of 30 used sources, which is placed on 5 pages. 

The paper contains 12 tables, 6 figures, as well as 10 apps that are presented on 

16 pages.  
The significant size of the public debt, the attraction of credit funds on 

unfavorable terms, along with their inefficient use, the suboptimal currency structure 
of public and publicly guaranteed debt, as well as unsatisfactory values of debt security 
indicators indicate an unstable debt situation in Ukraine, since debt security is an 
indispensable condition for preserving sovereignty, ensuring the normal functioning of 
any country and its progressive socio-economic development. All of the above 
determines the relevance of the topic of the qualification work. 

The purpose of the bachelor's degree qualification paper is to develop theoretical 
fundamentals, improve scientific and methodological approaches, and develop practical 
recommendations for managing Ukraine`s debt security.  

The purpose of the work is realized by performing the following tasks: 

 to analyze the content of the concept of “debt security of the state”;  

 to identify factors affecting the state's debt security;  

 to investigate the risks arising in the process of debt security managing;  

 to assess the state and structure of the Ukraine`s public debt;  

 to calculate and assess the integral indicator of the debt security index of Ukraine;  

 to explore approaches to reform Ukraine`s debt security management system.  

The following research methods were used in the work: analysis, synthesis, 

logical generalization, statistical analysis, comparative analysis, etc.  

According to the results of the study the following conclusions are formulated: 

1. The own definition of the concept “public debt security” was proposed. It is 

considered as an integral part of the financial and economic security of the state 

and which is characterized by the optimal level and structure of public debt, 

considering the cost of its servicing, in order to ensure the stability of the 



country’s financial system and its financial sovereignty, and to maintain an 

appropriate level of solvency and credit rating. 

2. In order to define the optimal strategy for public debt management, a system of 

influencing factors (both internal and external) was determined. 

3. Risks in the public debt management system were classified as market risk, risk 

of debt prolongation, liquidity risk, credit risk, settlement risk and operational 

risk. 

4. The analysis of state and structure of public debt in Ukraine during the period of 

2012-2021 was performed. For a full assessment of debt security, the amount of 

total debt, as well as the shares of its internal and external components, are 

determined. A graphic analysis of the dynamics of the public debt volume has 

led to the conclusion that the debt situation in Ukraine is unstable and that the 

public debt has increased significantly in recent years. 

5. The author calculated the integral indicator of debt security for the period 2011-

2021. Based on the calculated annual values of the integral indicators, it was 

concluded that the debt burden is “critical”. 

The obtained results can be used in the process of Ukraine`s public debt 

management. 

Keywords: PUBLIC DEBT, PUBLIC DEBT MANAGEMENT, DEBT 

SECURITY, LOANS, UKRAINE. 
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INTRODUCTION 

 

 

The global financial system has undergone significant changes in recent years. 

Today, it is almost impossible to find a country that does not use debt. The country`s 

use of borrowed funds is caused by the lack of its own financial resources to cover the 

state budget deficit, implement projects, support the national currency, etc. If used 

efficiently, borrowed resources can be a positive factor in economic growth. However, 

an excessive and uncontrolled increase in debt obligations may negatively affect the 

country's economic independence and become a burden for the national economy. The 

significant size of the public debt, the attraction of credit funds on unfavorable terms, 

along with their inefficient use, the suboptimal currency structure of public and publicly 

guaranteed debt, as well as unsatisfactory values of debt security indicators indicate an 

unstable debt situation in Ukraine, since debt security is an indispensable condition for 

preserving sovereignty, ensuring the normal functioning of any country and its 

progressive socio-economic development. All of the above determines the relevance of 

the topic of the qualification work.  

The object of the qualification work is the system of economic relations between 

the subjects of the financial system in the process of managing the debt security of the 

state. 

The subject of the study is the scientific and methodological bases and practical 

tools for managing Ukraine`s debt security.  

 The aim of the study is to develop theoretical fundamentals, improve scientific 

and methodological approaches, and develop practical recommendations for managing 

Ukraine`s debt security.  

The stated goal necessitated the following tasks:  

 to analyze the content of the concept of “debt security of the state”;  

 to identify factors affecting the state's debt security;  



 to investigate the risks arising in the process of debt security managing;  

 to assess the state and structure of the Ukraine`s public debt;  

 to calculate and assess the integral indicator of the debt security index of Ukraine;  

 to explore approaches to reform Ukraine`s debt security management system.  

The theoretical basis of the qualification work is the fundamental provisions of 

economic theory, theory of finance, money and credit, public finance, economic 

forecasting, econometrics, as well as scientific works on assessing the country’s debt 

security. The following research methods were used in the work: analysis, synthesis, 

logical generalization, statistical analysis, comparative analysis, etc.  

The information base of the work is grounded on legislative and regulatory acts 

of Ukraine, statistical materials of the State Statistics Service of Ukraine, data of the 

Ministry of Finance of Ukraine, the National Bank of Ukraine, the State Treasury 

Service of Ukraine, materials of the World Bank, the International Monetary Fund and 

the Organization for Economic Cooperation and Development, analytical reviews of 

the Bloomberg, scientific works of domestic and foreign scholars on the research issues  

The qualification work consists of an introduction, 3 chapters, conclusions, and 

a list of references.   

  



1.  THEORETICAL BASES OF DEBT SECURITY MANAGEMENT 

1.1.  Essence of public debt security  

  

  

The study of debt security is the subject of attention of key international financial 

institutions, such as the International Monetary Fund (IMF), the World Bank (WB), the 

Organization for Economic Cooperation and Development (OECD), and many scholars 

of different periods. In Ukraine, only the first steps are being taken to formalize the 

concept of “debt security”, define its criteria, indicators, management methods and 

tools, and determinants of achieving it within the framework of maintaining the overall 

sustainability of public finance [2, 4].  

The problems of debt security have traditionally attracted the attention of 

economists and management practitioners, as it is a critical component of 

macroeconomic stability and balanced development of public finances in a country.  

Current research by domestic and foreign scholars focuses mainly on assessing 

the level of public debt, on the essence of the country’s debt security, and on 

methodological approaches to the system of assessing its level and debt policy.   

For example, V.P. Kudryashov [8], N.S. Pedchenko [12] and others studied the 

problems of forming the debt policy of the state and its correlation with the debt 

management, V. Sulzhenko [19] investigates public debt and debt security through the 

prism of budgetary sustainability; V.D. Bazylevych [3], I.O. Liutii [10] studied the 

mechanisms of public debt management.  

The term “debt security of the country” is defined in the scientific literature in a 

broad and narrow sense. In the narrow sense, debt security – is the optimal ratio of its 

components, including debt service and repayment payments. In the broad sense, it is 

not only the amount of debt that ensures the stability of the country’s socio-economic 

development and the best ratio between external and internal debt, but also the 



efficiency of using debt funds, their sufficiency to meet the country's priority socio-

economic needs; a level of debt that does not pose threats to the country's financial 

system and the threat of losing sovereignty.  

According to the Methodological Recommendations for Calculating the Level of 

Economic Security of Ukraine [15], the debt security of the state – is the level of internal 

and external debt, taking into account the cost of servicing it and the efficiency of using 

internal and external borrowings and the optimal ratio between them, sufficient to 

address socio-economic needs, which does not threaten the loss of sovereignty and the 

destruction of the domestic financial system.  

However, to date, there is no consensus on this issue. Let us summarize the 

results of the research of different economists. Summarizing, we can distinguish the 

following characteristics of the interpretation of the concept of the “debt security” 

(Figure 1.1). 

 

Figure 1.1 – Approaches to interpreting the concept of debt security 

Source: compiled by the author on the basis of [2,4]  

 



Thus, having summarized the approaches, we offer our own definition of the 

“public debt security”, which is proposed to be considered as an integral part of the 

financial and economic security of the state and which is characterized by the optimal 

level and structure of public debt, considering the cost of its servicing, in order to ensure 

the stability of the country’s financial system and its financial sovereignty, and to 

maintain an appropriate level of solvency and credit rating.  

 

 

1.2. Influencing factors of the state’s debt security 

 

 

In determining the optimal strategy for public debt management, a system of 

influencing factors plays a significant role. They directly affect the level and dynamics 

of the state’s debt security (Figure 1.2).  

Figure 1.2 provides a list of key factors affecting the state`s debt security, but it 

should be noted that this list is not complete.  

An important role in ensuring the country`s debt security is played by: the 

amount of debt and its components; the established macroeconomic policy of the state; 

the institutional capacity of state structures to work effectively; the reputation of the 

state as a borrower and its` credit rating; the availability of a full-fledged regulatory 

framework for the process of forming debt obligations and using borrowed funds; the 

availability of an effective mechanism for managing public debt; compliance of the 

received credit support with the terms and amount provided for by budget parameters; 

etc. 

Considering direct and immediate connection between the state budget deficit 

and the amount of public debt, in the context of studying the factors that determine the 

debt security of the state, it is worth paying attention to the opinion of N.V. Chub [3] 

on the formation of a “debt spiral” in the absence of an adequate public debt 



management system and a balanced debt policy due to the chronic imbalance of the 

state budget.  

 

Figure 1.2 – Factors influencing the public debt security 

Source compiled by the author on the basis of [1,4] 

 

It is also necessary to take into account the structural and cyclical components of 

the state budget balance. The balance of payments and trade balances are factors of the 

availability of currency in the country sufficient to make external payments, as well as 

in determining the exchange rates, the dynamics of which also affects external security. 

In addition, political instability is a factor of debt security. Even if the 

macroeconomic situation in a country is stable, it creates uncertainty about the 

government’s intentions to fulfill its debt obligations. Many scholars point out that 

political risk depends on the country’s legal system, constitutional order, judicial 



system, protection of investors` and creditors` rights, efficiency of the state apparatus, 

level of corruption, etc. An important factor, as already mentioned, is the state of global 

capital markets, which is characterized by the level of liquidity and stability.  

It should also be noted that the factors of internal and external debt security are 

intertwined, given the interchangeability of borrowing sources: internal borrowings can 

be used to repay external obligations; external borrowings can be used to make internal 

payments. It is undisputable that the presence of a state budget surplus as a source of 

debt repayment automatically means an improvement in debt security. In this case, 

there is no need for new borrowings (at least for the amount of the surplus), and the 

public debt tends to decrease.  

A significant drawback of the standard procedure for assessing debt 

sustainability is the difficulty of taking into account the complex and inverse 

relationships between the indicators that underlie different scenarios. For example, 

when forecasting the ratio of public debt to GDP, it is impossible to reliably assess the 

impact of the debt burden on GDP and fully account for bilateral relationships. 

 

 

1.3.  Risks in the public debt management system  

  

  

The key objective of public debt management is to meet the financing needs of 

the government while minimizing debt service payments in the medium and long term 

and ensuring an acceptable level of risk. The risk management strategy becomes crucial 

in establishing safe debt structures and is crucial given the serious macroeconomic and 

reputational consequences of defaulting on government obligations and the impact on 

the growth of future debt service costs. These costs even include the insolvency of 

enterprises and banks, as well as a decline in long-term credibility and the government`s 

ability to mobilize domestic and external resources to overcome the debt crisis. The 



risks that should be included in the development of strategic decisions on public debt 

management include the following: market, credit, operational, settlement, liquidity, 

and prolongation risks. Their key characteristics are shown in Table 1.1. 

Table 1. Risks in the public debt management system 

Type of risk Essence Consequences 

Market risk 
Price changes (interest rates, 

exchange rates, etc.) 
Increased debt service costs 

Risk of prolongation 
Inability to extend debt 

obligations or extend them on 
worse terms 

Inability to raise new debt. 
Increased debt service costs 

Liquidity risk 
Impossibility/restricted sale of 

government securities 

Increased transaction costs. 
Decrease in the balance of liquid 

assets 

Credit risk 
Failure to fulfill obligations in a 

timely manner and in full 
Investors` distrust. Limited scope 

for future borrowings 

Settlement risk 
Late settlement (except for 

default) 
Reputational losses. Penalties 

Operational risk 
Transaction errors, inadequate 

internal control systems 
Reputational losses. Penalties 

 

Market risk refers to risks associated with price movements, such as interest 

rates, foreign exchange rates, and commodity prices. For both local and foreign 

currency public debt, changes in interest rates affect debt service costs for new issues, 

when fixed rate debt is refinanced for a new term, and for floating rate debt at each rate 

fixing date according to the fixing schedule. Floating-rate debt is generally considered 

to be more risky than long-term fixed-rate debt, even if the cost of servicing long-term 

debt is higher. However, an excessive concentration of debt in long-term fixed-rate debt 

can also be risky, as future financing needs are uncertain and the presence of significant 

debt requires servicing. In addition, future changes in interest rates may make existing 

debt relatively costly to service if low-cost borrowing is available on the market [    ]. 

Debt denominated in foreign currency also increases the volatility of its servicing costs 

in local currency, due to unpredictable exchange rates fluctuations. Government bonds 

with embedded put options, which allow investors to call such securities for early 

redemption, may increase the level of market and rollover risks. 



Prolongation risk is defined as the risk that debt will have to be extended if the 

cost of servicing it increases or, in extreme cases, it will not be possible to extend it at 

all. If this risk is viewed from the perspective of rising interest rates, it can be considered 

a subtype of market risk. However, since the inability to roll over debt and/or a 

significant increase in debt service costs can lead to or exacerbate a debt crisis and thus 

cause real economic losses, rollover risk should be considered separately. Managing 

this risk is particularly important for developing countries [12].  

There are two types of liquidity risk. One relates to transaction costs that 

investors face when trying to sell debt instruments when the number of potential buyers 

has decreased significantly or because of insufficient trading volumes in the market as 

a whole. This risk is particularly relevant in cases where public debt management 

involves the management of liquid assets. Another type of liquidity risk relates to 

situations where the volume of liquid assets of the borrower (the government in our 

case) decreases as a result of unexpected payments and/or possible difficulties in raising 

funds through short-term borrowing.  

Credit risk is associated with the failure of borrowers to fulfill their obligations 

in a timely manner and in full, including repayment of both principal and interest. This 

risk is particularly relevant in cases where public debt management involves the 

management of liquid assets. It may also be relevant to the acceptance of bids at 

auctions for government-issued securities and for contingent liabilities and derivative 

contracts.  

Settlement default risk refers to the potential losses that the state, as a 

counterparty, may suffer as a result of untimely settlements (or their complete failure) 

with counterparties for any reason other than default.  

Operational risk includes a list of different subtypes of risk, such as errors in 

transactions at various stages of their execution; discrepancies or failures in the internal 

control system; reputational risk; legal risk; security breaches or natural disasters that 

require the use of liquidity reserves to deal with their consequences. 



2. ASSESSMENT OF THE DEBT SECURITY IN UKRAINE 

2.1 Analysis of state and structure of public debt 
 

 

The most painful problem of Ukraine’s financial system in recent years has been 

the critical state of public debt, as the growth of the debt burden to threatening levels, 

excessive borrowing on insufficiently favorable terms, and inefficient use of funds 

contribute to the vulnerability of the economy and significantly slow down the country’s 

development. 

An analysis of the public debt shows that its structure is dominated by external 

debt – 62% of the total, 58% of the direct debt and 92% of publicly guaranteed debt 

as of January 1, 2022 (Figure 2.1). 
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Figure 2.1 – Dynamics of the total public debt, billion USD 
Source: compiled by the author based on data from the Ministry of Finance of Ukraine 
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analyzed period: 

 a deep economic recession; 

 a severe political crisis and military conflict; 

 binding social and other obligations of the state, even in the face of economic 

instability (primarily, meeting the energy needs of the population, fulfilling pension 

obligations, etc.;) 

 providing budgetary support to state-owned enterprises and banks (in particular, 

JSC Oschadbank, JSC Ukreximbank, Naftogaz of Ukraine, and the Deposit 

Guarantee Fund). For example, in 2014, the deficit of Naftogaz of Ukraine, which 

was financed mainly by public borrowing in the absence of other sources, 

amounted to 5.7% of GDP, and the total deficit (balance) of the general government 

sector and Naftogaz of Ukraine amounted to about 10.3% of GDP; 

 financing of the significant state budget deficit, which was formed under the 

influence of a significant increase in defense spending and debt service, through 

public borrowing; 

 fighting the COVID-19 pandemic [109]. 

The currencies` structure of the total public debt and its changes over the last 

five years is shown in Figure 2.2. As can be seen from Figure 2.2, as of January 1, 

2022, the prevailing currency in the structure of public debt is the US dollar. The share 

of debt in hryvnia is quite significant - 33.12% and SDRs (IMF special drawing rights) 

- 15.34%. A decrease in the share of debt in foreign currency means a reduction in 

debt service expenditures (in foreign currency). 

An analysis of the structure of public debt by creditor groups (see Figure 2.3) 

showed that holders of domestic government bonds are the largest creditors (37.60%). 

as of August 2020, treasury bonds with different maturities (12-month to 15-year 

domestic government bonds), as well as bonds of state-owned enterprises (PJSC JSB 

Ukrgasbank, Ukravtodor, etc.) are in circulation on the domestic market.  
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Figure 2.2 – Currency structure of the public and publicly 

guaranteed debt of Ukraine    

Source: compiled by the author based on data from the Ministry of Finance of Ukraine 

 
The total amount of debt on securities issued in the domestic market amounted 

to UAH 879.16 billion (USD 32 billion in equivalent). 

The share of holders of government securities on the foreign market in the total 

structure of public debt corresponds to 28.63% and reflects the debt on government 

bonds. 

As of January 1, 2022, the following international financial organizations 

(IFOs) are the main creditors of Ukraine: 

 International Monetary Fund (UAH 358.66 billion / USD 13.05 billion); 

 International Bank for Reconstruction and Development (UAH 146.69 billion / 

USD 5.34 billion). 

 Loans from IFIs account for 28.49% of the total public debt, which amounts to 

UAH 666.15 billion. 



Among the top priority creditors – foreign commercial banks (or other financial 

institutions) – are the China Development Bank, the Export-Import Bank of Korea, 

Deutsche Bank AG, etc. Their share in the total structure corresponds to 3.19% or 

UAH 74.59 billion (USD 3.05 billion in equivalent). 

Figure 2.3 – Structure of Ukraine`s public and publicly guaranteed debt by creditor   

groups as of January 1, 2022 

Source: compiled by the author based on data from the Ministry of Finance of Ukraine 

 
The list of foreign governments who credited Ukraine mostly includes: Japan, 

Germany, RF and the United States. The total amount of such loans is UAH 41.85 

billion (USD 2.71 billion in equivalent). 

 

2.2 Calculation of the integral indicator of debt security 
 

 

In order to assess the state of economic security in foreign and domestic 

practice, scientists use integral coefficients of economic security, as well as thresholds 



of individual indicators. To assess the economic security of the state, thresholds of 

quantitative and qualitative indicators of the country’s development are important, and 

failure to comply with them leads to the formation of negative, destructive trends in 

the economy. It should be emphasized that a high degree of economic security is 

achieved when the entire set of indicators is within the permissible limits of their 

thresholds. 

The legal basis for determining the integral indicator of both economic security 

and its components (in particular, debt security) is the “Methodological 

Recommendations for Calculating the Level of Economic Security of Ukraine” [  ], 

which contains a number of indicators used to assess debt security as part of the state’s 

economic security. For each indicator, there are ranges of change: small, medium and 

critical. 

The process of determining the integral indicator can be shown in Fig. 2.4. 
 

 
 

 
 

 

 

Figure 2.4 – Stages of determining the integral indicator of the country’s 

debt security 
 
 

Considering the international experience of forming of indicators list for 

determining the debt security of the state, we will cluster and further assess the relevant 

indicators, which, unlike those provided in the Methodological Recommendations, 

Formation of a list of indicators (indicators) 

It is carried out on the principles of representativeness, reliability and 
information accessibility; based on the selection of indicators that 
best reflect the state of the country's debt security 

Determining the values of debt safety indicators 

Normalization of indicators 

Determining weighting factors 

Calculation of an integrated debt security indicator 



most fully reflect the state of debt security of Ukraine. This will allow us to analyze 

the main potential threats and sources of instability, predict their future dynamics and 

calculate the integral debt security index. It should be noted that the assessment of 

these indicators is based on a comparison of actual values in Ukraine with the 

thresholds. The proposed analytical toolkit can be used to cover all potential sources 

of risks (threats) to debt security, taking into account the existing interrelationships 

between them, to quantify the relevant risks and to display them visually. 

The next step in calculating the integral indicator is to determine the weighting 

factors, which are usually calculated using expert evaluations. 

To calculate the integral indicator of Ukraine’s debt security, we will use 

equivalent values of the weighting coefficients – 0.07, for each of the selected 

(fourteen) indicators. This method is applied based on the idea that each indicator has 

an equal impact on the overall assessment of the state's debt security. 

The results obtained can be interpreted using the normalized values of the 

integral index shown in Table 2.1. 

Table 2.1 – Levels of debt security 
 

No The value of the integral index The state of debt 
security 

1 0-0,19 Critical  

2 0,20-0,39 Dangerous  

3 0,40-0,59 Unsatisfactory  

4 0,60-0,79 Satisfactory  

5 0,80-1,00 Optimal  

 
Thus, the values of the risk level indicators can be divided as follows: 

 low risk (the value of the indicator is from 1 to 0.8) – the country’s debt indicators 

are below the thresholds. 

 medium risk (the value of the integral indicator ranges from 0.79 to 0.6): only a 

few (no more than 2) indicators exceed the threshold level, but actual and forecast 

values are within acceptable limits. 



 high risk (the value of the integral indicator ranges from 0.59 to 0.4): 3 or more 

debt indicators exceed the threshold level, but the country is not yet facing 

problems with fulfilling its debt obligations. 

 extremely high risk, pre-crisis state (integral indicator values between 0.39 and 0): 

threats to debt security are noted both in terms of the level of public debt, its 

structure, and the cost of debt service, with several debt indicators exceeding the 

threshold. 

According to the selected indicators, the values of integral indicators of debt 

security from 2011 to 2021 were calculated (Table 2.2).  

Table 2.2 – Values of the integral indicator of Ukraine’s debt security for 2011-

2021. 

Year 
The value of the integrated debt security 

index, %. The state of debt 
security 

2011 0,21 Dangerous  
2012 0,47 Unsatisfactory  
2013 0,44 Unsatisfactory  
2014 0,36 Dangerous  

2015 0,33 Dangerous  
2016 0,24 Dangerous  
2017 0,29 Dangerous  
2018 0,32 Dangerous  
2019 0,34 Dangerous  
2020 0,36 Dangerous  
2021 0,38 Dangerous  

 

Figure 2.5 shows a petal chart that summarizes the results of the assessment of 

debt security and debt risks in Ukraine for the period 2011-2021. The closer to the 

center of the chart the mark is, the higher the threat of destabilization of the debt 

burden in the respective area. 

The main essence of the methodology for assessing the integrated debt security 

indicator is to evaluate the level of the country’s debt security in a given period of time 

with a single generalized indicator. Indeed, all threats and destabilizing factors 

measured by individual debt security indicators deserve separate consideration. 



However, their interconnected impact ensures the overall result and makes it possible 

to assess the overall level of debt security. 

 

Figure 2.5 – Integral debt security indicator in 2011-2021 
 

Based on the results of the calculations, Ukraine’s integrated debt risk indicator 

at the beginning of 2022 was 0.38, which automatically places our country into the 

high- risk group. 

 

  



3. REFORMING OF DEBT SECURITY MANAGEMENT IN UKRAINE  

  

  

In today’s environment, public debt is not only an economic instrument, but also 

a financial one, with the help of which the government creates a social circle with 

material interests aimed at strengthening the state, and the effective implementation of 

the debt function can ensure financial, economic and political stability of the country. 

Large volumes of public debt with a significant foreign currency component in its 

overall structure, excessive pressure on the state budget from peak debt payments, 

limited access to external sources of financing, caused primarily by uncertainty about 

the continuation of credit assistance from the IMF and other international donors, in the 

absence of effective tools for managing public borrowing, a comprehensive system for 

assessing and analyzing debt risks, lead to a decrease in the financial stability of the 

state. 

The solution to these problems requires a set of measures, in particular, in the 

process of formulating and implementing the public debt policy, such as:  

 introducing a system of early warning of crisis phenomena, which provides for the 

mandatory calculation of debt security indicators and assessment of the impact of 

economic development factors on public debt on a regular basis;  

 increasing the share of the domestic debt instruments in the overall structure of 

budget deficit financing by encouraging domestic investors (individuals and legal 

entities) to buy government bonds, which will help mitigating exchange risks;  

 limiting the share of floating-rate liabilities and short-term debt in the overall  

 structure of external public debt; 

 diversifying of sources of domestic borrowing by stimulating the development of 

the domestic stock market, in particular, ensuring the functioning of the derivatives 

market, regulating the activities of intermediaries (agents, brokers) and 

strengthening responsibility for their actions;  



 expanding the capabilities of the insurance market, etc.  

Ukraine's economy was hit hard by the global financial crisis, with real GDP 

contracting by almost 15% in 2009. To stabilize the situation, the authorities entered 

into a Stand-By Arrangement with the IMF in late 2008. A second agreement was 

signed in 2010, with fiscal sustainability as the main goal of the program. Since then, 

this topic has been one of the main economic policy topics during the negotiations 

between the IMF and the Ukrainian government in 2012 and 2013, as well as during all 

meetings on the possibility of agreeing on a new IMF program.  

In order to realize the goals of countering debt threats, the economic security 

system should: 

 create certain conditions under which certain facts of borrowing will not only be 

economically justified, financially unburdensome, but also create prerequisites for 

economic growth and development of the object of investment and lending; since 

inefficient attraction and use of credit resources creates the basis for its excessive 

accumulation, burdensome servicing, financial dependence, which is a threat to 

financial security.  

 reduce the risks associated with public borrowing (exchange risks; liquidity risks - 

the inability to refinance or repay debt due to lack of cash; interest rate risks - the 

risks of unfavorable changes in the interest rate on borrowed funds; deflationary and 

inflationary risks, political and investment risks - the inability to transform credit 

(borrowed) resources into investment capital); 

 ensure a balance between domestic and foreign debt, long-term, short-term and 

medium-term debt that will allow for an efficient distribution of debt repayment 

over time and space, which will avoid periods of maximum repayment and 

financially weaken the public finance system.  

In order to achieve these goals of overcoming the excessive debt burden, Ukraine 

should solve a number of regulatory, methodological, organizational, and information 

issues and ensure their compliance with international principles.  



Among the problems of information support (Table 3.1), it is necessary to reform 

the current Public Debt Management Strategy and the practice of disclosing 

information on the state of public debt in terms of introducing international standards 

in the field of public debt performance audit, developing systems for assessing, 

monitoring and forecasting debt security, and increasing transparency and 

completeness of disclosure of information on the level of public debt obligations.  

Table 3.1 - Problems of information and methodological support for the 

development of the debt security management system in Ukraine 

Direction Key issues 

1. Underdeveloped system of debt security 
assessment 

1. Ukraine's debt sustainability is not assessed. The 
calculation of certain debt security indicators is not 
carried out systematically 

2. Significant time lags, lack of 
transparency, and incomplete data on the 
state debt 

2. Ensuring that data on public and publicly guaranteed 
debt, quasi-fiscal operations, and local government 
loans are published in an integrated database in a 
complete and timely manner 

3. Absence of a monitoring and 
forecasting system of debt sustainability 

3. The underdevelopment of these systems does not 
allow for timely identification and response to 
macroeconomic shocks and the impact of destabilizing 
factors on the level of public debt and its security 

4. No methodology for assessing the 
impact of factors on debt security over 
different time horizons 

4. The development of methodology, principles, 
procedures, and reporting forms for assessing short-, 
medium-, and long-term debt security is a trend in 
developed countries and should be implemented in 
Ukraine 

5. Failure to take into account the best 
international practices of accounting for 
the state budget balance and operations 

5. The need to implement a budget accounting system 
based on accrual basis of accounting in order to 
establish a high-quality and complete system of 
accounting for the financial position of the state, its 
assets and liabilities 

 

Along with the information problems, which include the lack of the necessary 

systems for monitoring, evaluating, forecasting, and disclosing information on debt 

sustainability, the problems associated with creating a methodological framework for 

generating information on its indicators are becoming increasingly important.  



To a great extent, these problems are concentrated in the failure to take into 

account international experience, statistics and disclosure (IMF, World Bank) regarding 

the state`s debt obligations.  

Moreover, the measures to increase the level of debt security should include: 

 adoption of the Law “On the State Debt of Ukraine”, which will outline the main 

provisions of the state`s internal and external debt at the legislative level;  

 development and justification of a strategy for the conduct and allocation of 

involved financial resources by the state;  

 effective replacement of some sources of borrowing with others;  

 pursuing a coordinated public debt management policy;  

 monitoring and adjusting of managerial decisions related to debt security 

management in the system of ensuring the economic security of the state.  

  



CONCLUSIONS 

 

 

This qualification work is devoted to the study of the concept of debt security of 

the country, since one of the most pressing problems at the current stage of Ukraine’s 

development is the excessive increase in public debt, which has a number of negative 

consequences for the country’s financial system. Special attention is paid to the 

development of an effective system for debt security assessing and managing.  

The work develops theoretical essentials, improves scientific and methodological 

approaches, and makes practical recommendations for managing Ukraine’s debt 

security. 

The main conclusions are as follows: 

1. The approaches to interpreting the concept of debt security are systematized. They 

are structural, systemic, management, functional and mixed. 

2. The own definition of the concept “public debt security” was proposed. It is 

considered as an integral part of the financial and economic security of the state and 

which is characterized by the optimal level and structure of public debt, considering 

the cost of its servicing, in order to ensure the stability of the country’s financial 

system and its financial sovereignty, and to maintain an appropriate level of 

solvency and credit rating. 

3. In order to define the optimal strategy for public debt management, a system of 

influencing factors (both internal and external) was determined. 

4. Risks in the public debt management system were classified as market risk, risk of 

debt prolongation, liquidity risk, credit risk, settlement risk and operational risk. 

5. The analysis of state and structure of public debt in Ukraine during the period of 

2012-2021 was performed. For a full assessment of debt security, the amount of total 

debt, as well as the shares of its internal and external components, are determined. 

A graphic analysis of the dynamics of the public debt volume has led to the 



conclusion that the debt situation in Ukraine is unstable and that the public debt has 

increased significantly in recent years. 

6. The author calculated the integral indicator of debt security for the period 2011-

2021. Based on the calculated annual values of the integral indicators, it was 

concluded that the debt burden is “critical”. 

7. Last section provides approaches concerning the reforming of debt security 

management in Ukraine. 

 

 

 

 

 

  

 

  



REFERENCES 

 

 

1. Bogdan, T. P. (2013) Derzhavnyi borh Ukrainy: osoblyvosti formuvannia ta 

upravlinnia v suchasnykh umovakh [State debt of Ukraine: features of formation 

and management in modern conditions]. Finansy Ukrainy – Finance of Ukraine, 1, 

32-46. Retrieved from http://www.irbis-nbuv.gov. ua/cgi-

bin/irbis_nbuv/cgiirbis_64.  

2. Box, G., Jenkins, G. M., & Reinsel G. (1994). Time Series Analysis: Forecasting & 

Control (3rd ed.) (614 p.). Prentice Hall.  

3. Correia, L., & Martins, P. (2019). The European crisis: Analysis of the 

macroeconomic imbalances in the rescued euro area countries. Journal of 

International Studies, 12(2), 22-45. https://doi. org/10.14254/2071-8330.2019/12- 

2/2.  

4. D’yakonova, I., Nikitina, A., Sukhonos, V., & Zhuravka F. (2018). Methodological 

bases of estimating the efficiency of economic security management of the 

enterprises in the global environment. Investment Management and Financial 

Innovations, 15(2), 145-153. https://doi.org/10.21511/ imfi.15(2).2018.13.  

5. Galiński, P. (2015). Determinants of Debt Limits in Local Governments: Case of 

Poland. Procedia – Social and Behavioral Sciences, 213, 376-382. 

https://doi.org/10.1016/j. sbspro.2015.11.554.  

6. Gnegne, Y., & Jawadi, F. (2013). Boundedness and nonlinearities in state debt 

dynamics: A TAR assessment. Economic Modelling, 34, 154-160. 

https://doi.org/10.1016/j. econmod.2013.04.006.  

7. Goswami, G. G., & Hossain, M. M. (2013). From Judgmental Projection to Time 

Series Forecast: 74 Investment Management and Financial Innovations, Volume 18, 

Issue 1, 2021 http://dx.doi.org/10.21511/imfi.18(1).2021. 

8. Greene, W. H. (2012). Econometrics analysis (pp. 325-335). New York University.  



9. Jashhenko, L. O. (2014). Prohnozuvannia derzhavnoho borhu na osnovi dokhodiv 

ta vydatkiv derzhavnoho bjudzhetu Ukrainy [State debt forecasting based on 

revenues and expenditures of the state budget of Ukraine]. Statystyka Ukrainy – 

Statistics of Ukraine, 2, 14-19. Retrieved from http://www.irbis-nbuv. gov.ua/cgi-

bin/irbis_nbuv/cgiirbis_64.exe. 

10.  Kliestik, T., Valaskova, K., Lazaroiu, G., Kovacova, M., & Vrbka, J. (2020). 

Remaining Financially Healthy and Competitive: The Role of Financial Predictors. 

Journal of Competitiveness, 12(1), 74-92.  

11. Kondrat, I. Yu. (2011). Prognozuvannia pokaznykiv derzhavnoho borhu yak faktora 

ekonomichnoi bezpeky Ukrainy. Naukovyi visnyk NLTU Ukrainy – Scientific 

Bulletin of NLTU of Ukraine, 209-216. Retrieved from http://www.library. 

univ.kiev.ua/ukr/elcat/new/detail. php3?doc_id=1440702. 

12.  Luk’janenko, I. G., & Zhuk, V. M. (2013). Analiz chasovykh riadiv. Pobudova 

ARIMA, ARCH/ GARCH modelei z vykorystanniam paketa E.Views [Time series 

analysis. Construction of ARIMA, ARCH/GARCH models using E.Views package] 

(187 р.). Kyiv: NaUKMA; Agrar Media Grup.  

13.  Martinez, A. B. (2015). How good are US government forecasts of the federal debt? 

International Journal of Forecasting, 31(2), 312- 324. https://doi.org/10.1016/j. 

ijforecast.2014.08.014. 

14.  Martynjuk, V. P. (2011). Prohnozuvannia nadkhodzhennia podatkovykh platezhiv 

do derzhavnoho biudzhetu za dopomohoiu vykorystannia ARIMA-modeli 

[Forecasting the receipt of tax payments to the state budget using the ARIMA 

model]. Retrieved from http://dspace.tneu.edu.ua/bitstream/316497/1383/1/30.pdf.  

15.  Ministry of Finance of Ukraine. (n.d.). Statystychni materialy shchodo 

derzhavnoho ta harantovanoho derzhavoiu borhu Ukrainy [Statistical materials on 

the state-guaranteed debt of Ukraine]. Retrieved from https:// 

www.mof.gov.ua/uk/derzhavnijborg-ta-garantovanij-derzhavjuborg.  



16.  Navapan, K., & Boonyakunakorn, P. (2017). Forecasting the Growth of Total Debt 

Service Ratio with ARIMA and State Space Model. Predictive Econometrics and 

Big Data (Studies in Computational Intelligence), 753, 492-501. Retrieved from 

https://www.researchgate.net/publication/321475304  

17.  Nikoloski, A., & Nedanovski, P. (2017). State debt dynamics and possibilities for 

its projection. The case of the Republic of Macedonia (pp. 720-734). DIEM: 

Dubrovnik International Economic Meeting.  

18.  Rajaraman, I., & Mukhopadhyay, A. (2004). Univariate Time-Series Analysis of 

Public Debt. Journal of Quantitative Economics, 2(2), 122-134. Retrieved from 

https:// link.springer.co 

19.  Reinhart, Carmen M., & Kenneth S. Rogoff. (2011). From Financial Crash to Debt 

Crisis. American Economic Review, 101(5), 1676- 1706. Retrieved from 

https://www. aeaweb.org/articles?id=10.1257/ aer.101.5.1676  

20.  Salnykova, T. V. (2017). Derzhavnyi borh Ukrainy: otsinka ta napriamy 

pidvyshchennia efektyvnosti upravlinnia. Ekonomichnyi visnyk DVNZ 

“PereyaslavKhmelnytszkyi derzhavnyi pedahohichnyi universytet imeni Hryhoriia 

Skovorody” – Economic Bulletin of the SHEI “Hryhorii Skovoroda Pereyaslav-

Hkmelnytsky state pedagogical university, 33/1, 385-394. Retrieved from http:// 

www.irbis-nbuv.gov.ua/cgi-bin/ irbis_nbuv/cgiirbis_64.exe. 

21.  Slutsky, E. (1927). The summation of random causes as the source of cyclic 

processes. Econometrica, 5, 105-146. Retrieved from https://www.jstor.org/ 

stable/1907241?seq=1  

22.  Snieška, V., & Burksaitiene, D. (2018). Panel data analysis of public and private 

debt and house price influence on GDP in the European Union countries. 

Engineering economics, 29(2), 197-204.  

23.  Stawska, J. (2015). The public finance sector debt and economic growth in Poland 

in the context of financial crisis. Magnanimitas, 6, 570-578. Retrieved from 

https://core.ac.uk/download/ pdf/80534769.pdf  



24.  Tiftik, E., & Mahmood, K. (2020). Global Debt Monitor COVID-19 Lights a Fuse. 

Institute of International Finance. Retrieved from http://ru.economia.unam. 

mx/184/1/Global%20Debt%20 Monitor_April2020.pdf  

25.  Tsaruk, O. V. (2007). Statystychne prohnozuvannia derzhavnoho borhu Ukrainy na 

osnovi protsesiv BoksaDzhenkinsa [Statistical forecasting of Ukraine’s public debt 

based on Box-Jenkins processes]. Problemy statystyky – Problems of statistics, 1-8. 

Retrieved from https://www.academia. edu/26189658 

26. Trunin, P. (2019). External Debt and Economic Growth in the European Union 

Countries. Journal of International Economic Affairs, 9(1), 73-90. 

https://doi.org/10.18352/jiea.569 

27.  Utkyna, A. Ya. (2015). Vremennyye riady. Modelirovaniye processov tipa 

ARIMA(p, d, q) [Time series. Modeling ARIMA (p, d, q)]. Retrieved from https:// 

docplayer.ru/26841530-Itkinaa-ya-vremennye-ryady-modelirovanie-processov-

tipa-arimap-d-q-ekonometricheskiy-paketeviews-pozvolyaet-dovolno-

legkomodelirovat-sluchaynye.html  

28. Yashchenko, L. O. (2014). Prohnosuvannia derzhavnoho borhu na osnovi dokhodiv 

ta vydatkiv derzhavnoho biudzhetu Ukrainy [Forecasting government debton the 

basis of revenues and expenditures of the Ukraine’s government budget]. Statystyka 

Ukrainy – Statistics of Ukraine, 2, 14-19. (In Ukrainian) 

29.  Yule, G. U. (1927). On a method for investigating periodicities in disturbed series 

with special reference to Wolfer’s sunspot numbers. Philosophical Transactions of 

the Royal Society of London, Series A 226, 267-298. Retrieved from 

https://www.jstor. org/stable/91170?seq=1  

30.  Zhuravka, F., Filatova, H., & Aiyedogbon, J. O. (2019). Government debt 

forecasting based on the Arima model. Public and Municipal Finance, 8(1), 120-

127. https://doi. org/10.21511/pmf.08(1).2019.11 

 

 


