‘ Mmu BucBiTiIMMO Bawni

npodeciiini 3108YyTEM

L L Ne 4(14)
Y HAYILA] 2025

UDC 336.14:352
https://doi.org/10.52058/3041-1254-2025-4(14)-270-280

Kunitsyn Oleh Markovych PhD student of State Governance, Public
Administration and Economic Policy Department, Simon Kuznets Kharkiv National
University of Economics, Kharkiv, https://orcid.org/0009-0008-7552-7946

Melnyk Viktoriia lvanivna Candidate of economic sciences, associate
professor, associate professor of State Governance, Public Administration and
Economic Policy Department, Simon Kuznets Kharkiv National University of
Economics, Kharkiv, https://orcid.org/0000-0002-8630-7796

THEORETICAL PRINCIPLES OF DETERMINING THE FINANCIAL
RESILIENCE OF TERRITORIAL COMMUNITIES OF UKRAINE

Abstract. The topic of financial resilience of territorial communities has
gained significant relevance in the context of full-scale war, which has substantially
affected public finances in Ukraine. The decentralization process granted new
financial autonomy and decision-making possibilities to local powers. However,
ongoing military actions have led to decreasing of financial flows, destruction of
infrastructure and population displacement, which negatively influenced the
financial sustainability of communities. This article aims to explore theoretical
approaches to defining financial resilience of territorial communities, analyzing its
key determinants and formulating an author's approach.

The research identifies that financial resilience is a multidimensional concept
incorporating self-financing capacity, effective resource management, debt burden
control and adaptability to economic shocks. Additionally, resilience extends
beyond financial stability to include proactive risk mitigation strategies that enhance
the long-term sustainability of local powers. The morphological and functional
analysis of the term "financial resilience" reveals its critical role in ensuring balanced
economic and social development, particularly in crisis conditions.

Key determinants influencing financial resilience include resource potential,
financial inclusion, financial literacy, social capital, and strategic budget planning.
Empirical observations suggest that communities with diversified income sources,
sound financial planning, and efficient financial control mechanisms demonstrate
higher levels of resilience. Moreover, interactions with external support systems,
including governmental assistance and international funding, play an important role
In maintaining financial stability.

The study emphasizes that financial resilience is not solely dependent on
internal financial management but also on broader socio-economic factors and
governance efficiency. In the context of post-war recovery, financial resilience will
serve as a foundation for rebuilding and strengthening local economies. Future
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research should focus on refining financial resilience assessment models and
developing targeted policies to support communities in navigating economic
uncertainties and structural changes.

Keywords: public finance, public administration, financial resilience, united
territorial communities, strategic management.
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TEOPETHUYHI IAXOAU 1O BUSHAYEHHSA ®IHAHCOBOI
CTIMKOCTI TEPUTOPIAJIBHUX T'POMA/]

AnoTanist. [IpobremaTtrka GpiHaHCOBOT CTIHKOCTI TEPUTOPIAIBHUX TPOMaJ]
HaOyJsia 0cOOJMBOT aKTyaJIbHOCT1 B YMOBaX IMOBHOMACIITA0OHOI BiffHH, SIKa CYTTEBO
BIUTMHYJa Ha myOmiiuHi (iHaHcu Ykpainu. Y mporieci AereHTpatizamii rpoMaan
oTpuMasid (PIHAHCOBY aBTOHOMIIO Ta PO3IIUPEHI MOBHOBAXXEHHS, NMPOTE BOEHHI1 i1
CIIPUYMHUIN CKOpOYEHHs (hIHAHCOBUX IIOTOKIB, PyWHAIlI0 IHPPACTPYKTYypU Ta
nepeMIIIeHHsT HaCeJICHHS, 110 3HAYHO YCKIIaIHWIIO 3a0e3IeUeHHs iXHhO1 CTIHKOCTI.
JIoCHJDKEHHsT CIIpsSMOBAHE HA aHalli3 TEOPETUYHHUX IIIIXOJMIB JI0 BU3HAYCHHS
(biHaHCOBOI CTIMKOCTI TEPUTOPIATBLHUX I'POMAJ, OIIHKY KIFOYOBHUX JCTCPMIHAHTIB
Ta (HOPMyBaHHs aBTOPCHKOTO MiAXOy J0 i1 BUSHAYCHHS.

PesynpTaTé mOCHIIKEHHS MIATBEPKYIOTh, IO (IHAHCOBAa CTIMKICTH €
0araToBUMIpHUM TIOHSATTSAM, SKE BKIIOYAE€ 37aTHICTH J0 caMo(iHaHCYBaHHS,
e(deKTHUBHE YIPABIIHHSI pecypcaMu, KOHTPOJb OOpProBOTO HAaBAHTAKEHHS Ta
aJanTaIlilo J0 eKOHOMIYHMX MmIOKiB. OKpiM miaATpUMKH cTabiTbHOCTI, (iHaHCOBA
CTIMKiCTh TIepen0avyae BIPOBAIKEHHS MMPOAKTUBHUX CTpATETidl MO0 3MEHIICHHS
PU3UKIB Ta 3a0€3MeUeHHS TOBIOCTPOKOBOI CTa0LILHOCTI TPOMAI.

OcHoBHUMU JeTepMiHaHTaMH (DIHAHCOBOI CTIHKOCTI € pECypCHUM TIOTEHITIal,
¢diHaHCOBA IHKIIO31s, (PIHAHCOBA TPAMOTHICTh, COIIATBHUI KaImiTall Ta CTpaTeTiuHe
Oro/pKeTHe TuTaHyBaHHS. EMIipWYHI cmocTepeXeHHS CBiaYaTh, IO TPOMAIH 3
nuBepcu(iKOBAaHUMH JKEpeJlaMy JTOXOiB, YITKMM (DIHAHCOBUM IUIAHYBaHHSM Ta
edekTHBHUM (HIHAHCOBUM KOHTPOJIEM JEMOHCTPYIOTh BHINUN PIBEHb CTIMKOCTI.
B3aeMojis 3 30BHINIHIMU MOIATPUMYIOYUMH CHUCTEMaMH, 30KpeMa Jep>KaBHOIO
JIOTIOMOTOI0 T4 MDKHAPOJHUM (PIHAHCYBAHHSIM, TAKOX € KIIOYOBUM YUHHUKOM
3abe3reueHHs (IHaHCOBO1 CTAOUIBHOCTI.
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JlociJIPKeHHsT HaroJiomrye, mo (iHaHCOBa CTIMKICTh 3aJICKUThH HE JIUIIE BiJ
BHYTPIIIHBOTO ()IHAHCOBOTO YIIPaBIIHHS, a ¥ B IIMPIIUX COL1aTbHO-€KOHOMIYHHUX
¢dakTopiB Ta €PEKTUBHOCTI YIPaBIiHHSA. ¥ KOHTEKCTI MICISIBOEHHOTO BITHOBJICHHS
¢diHaHCOBa CTIUKICTh cTaHE (DYHIAMEHTOM JJis BiIOYJAOBHU Ta 3MIIHEHHS MICIEBOT
ekoHoMiKHU. [lomanbuii AOCHIAKEHHST MatOTh OYTH CHPsIMOBaHI Ha BAOCKOHAJIEHHS
Mojiesiel OLIHKM (PIHAHCOBOI CTIMKOCTI Ta pO3pOOKY IIIBOBUX MOJITHUK JJIS MiJl-
TPUMKHU TPOMaJ] y OI0JIaHHI EKOHOMIYHOI HEBU3HAYEHOCT1 Ta CTPYKTYPHUX 3MIH.

KurouoBi cioBa: ny6iniyHi ¢piHaHcH, myOiyHe aJMIHICTpyBaHHs, (hiHaHCOBA
CTINKICTh, TEPUTOPIATBHI TPOMAJH, CTPATETTUYHUNA MEHEIKMEHT.

Problem statement. During the full-scale war, public finances, like other
areas of life in Ukraine, have been significantly affected by the invasion of the
Russian Federation. From the very first days of the full-scale war, it became
necessary to balance the entire budgetary system, including both state and local
budgets. As a result of decentralization, territorial communities gained new
opportunities and powers. Local budgets remain a crucial element of the country’s
financial system to ensure the development of territorial communities. In terms of
full-scale war conditions, financial flows have decreased as a significant amount
of resources has been redirected to defense needs, while local budgets have lost
part of their revenues due to the consequences of military actions, such as
infrastructure destruction and population displacement. In these circumstances,
local authorities face the critical task of adjusting local budgets based on the real
capacities and urgent needs of the territorial community. Moreover, depending on
the geographical location of the territorial community concerning the current front
line and the aggressor state's territory, the urgent needs of communities in wartime
conditions can vary significantly, making this factor crucial in financial planning.
Disruptions in stable revenue flows to local budgets caused by military actions may
also negatively affect the financial resilience of territorial communities located far
from the front line. This, in turn, may result in local communities losing their
ability to implement essential social programs.

Analysis of recent research and publications. The issue of financial
resilience has been the subject of extensive research by numerous scientists,
including L. Kras, B. Dollery, H. Minsky, I. Fisher, R. Lagunoff, L. Crockett,
S. Schroeder, and M. Reich. Ukrainian researchers have also made significant
contributions to this field, with notable works by Y. Belinska, A. Boiko,
I. Kryuchkova, I. Skrypnychenko, T. Unkovska, M. Pitiulich, A. Krupka,
V. Minkovych, O. Chakii, and others. Despite the extensive academic discourse and
substantial body of research, there is still no universally accepted definition of
financial resilience among researchers.

The objective of this article is to conduct a theoretical study of scientific
approaches to determining the financial resilience of territorial communities,
analyzing existing definitions, evaluating key influencing factors, and exploring
conceptual frameworks that can contribute to the development of effective financial
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strategies. This study aims to develop an author's approach, based on reviewed
theoretical principles, to determining the financial resilience of territorial
communities, which would be relevant in the current period of full-scale war.

Presentation of the Main Material. Various scientific approaches propose
different interpretations of this concept, often emphasizing aspects such as self-
financing capacity, effective financial resource management, debt burden levels, and
resilience to external shocks. Researchers highlight the multidimensional nature of
financial resilience, asserting that it encompasses not only the ability to withstand
crises but also the capacity for effective recovery and adaptation to new conditions [1].
Therefore, alongside crisis management measures aimed at responding to financial
disruptions and "shock events,”" an essential component of financial resilience is
proactive action. Such measures help mitigate potential risks and strengthen
vulnerable areas within territorial communities [2]. While much of the existing
research of financial resilience focus on maintaining stability, flexibility, and the
ability of financial systems to transform during crises, a deeper review of the
literature reveals the complexity and breadth of this issue [3, 4, 5]. The ongoing
debate underscores the need for further theoretical refinement and practical
strategies to enhance the financial resilience of territorial communities, particularly
in the context of dynamic socio-economic and geopolitical challenges.

The morphological analysis of the concept of "financial resilience of a
territorial community" involves examining its grammatical characteristics, semantic
structure, etymology, and existing scientific interpretations, as well as conducting a
functional analysis of the term. The detailed morphological analysis is presented in
Table 1.

Table 1.
Morphological Analysis of the Concept of "'Financial Resilience of a
Territorial Community"* [6][7]1[8][9]

Category Definition
Grammatical A fundamental economic concept that denotes the resilience of the financial system
Characteristics of a specific administrative entity.
Semantic Financial resilience of a territorial community is a complex characteristic that
Structure of the | combines three aspects:
Concept 1) financial aspect — management of financial resources, budget policy,

investments and the economic capacity of the community;

2) stability — maintaining the functionality of the community amid economic
changes, crises, and shocks;

3) territorial community — a local self-government entity that operates within a
defined territory and possesses its own resources and powers.

Etymology and
Scientific
Interpretations

In scientific research, "financial resilience” is often examined in the context of
macroeconomic policy [6], the banking system [7], and public administration [8].
"Territorial community"” is a concept widely used in local self-government and
economic geography [9].

Functional
Analysis

The concept can be interpreted as an indicator of the financial resilience of a
territorial community. It performs the following functions:

1) evaluative — used to measure the level of financial security of the community;

2) predictive — enables risk analysis and the development of financial development
strategies;

3) regulatory — serves as a basis for shaping local economic policy.
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In nowadays academic discourse, the resilience of socio-economic systems,
such as territorial communities, is understood not only as their ability to maintain
stability under the influence of crisis phenomena [10], but also as their capacity to
function dynamically in conditions of disruption. Resilience is interpreted as the
ability of a system not only to withstand external shocks but also to effectively
absorb them, adapting to changes in a way that preserves its core functions, structure,
and interconnections, ultimately ensuring its integrity and identity [11]. In scientific
research, resilience is often interpreted in a narrow sense, defining it as the ability of
a system to quickly return to an equilibrium state after experiencing shocks. This
approach is based on the idea of reverting to a specific initial condition, in which the
system existed before the influence of a crisis. It is important to emphasize that
within this framework, the primary objective is not merely to maintain stability but
to ensure the system's flexibility through effective management of its adaptive
capabilities [12].

The concept of "resilience" is closely linked to the categories of "adaptability"
and "transformability," which is why researchers pay particular attention to their
interrelationship. C. Folke states that adaptation refers to human actions aimed at
maintaining development within existing pathways, whereas transformation implies
a transition to fundamentally new directions of development or even the creation of
entirely new ones [13]. Similarly, D. Nelson defines adaptation as a process of
deliberate change that arises either in response to external influences or as a result
of specific expectations [14]. Based on this, in resilience studies, adaptability is often
examined in conjunction with the concept of "human agency.” This perspective
underscores the connection between resilience and adaptability: adaptability, in the
context of resilience, signifies the ability or capacity of people as system components
to learn, acquire and apply experience, implement innovations, and adjust responses
and institutions to the changes triggered by external factors and internal processes [15].

Both international [16] and domestic researchers [17] have identified a
combination of potential capacities within socio-economic systems that contribute
to their resilience. Among the various potential capacities shaped by the interaction
of external stress intensity and the system's response level, three of them stand out
as the most optimal in ensuring system effectiveness:

—  Absorption capacity, referring to the system's ability to minimize
negative impacts and sensitivity to shocks through preventive measures and risk
management strategies to avoid long-term adverse consequences. This kind of
capacity can be obtained in terms of a stable system response under a weak impact
of a crisis;

— Adaptation capacity, representing the system's ability to learn and
acquire new experiences to adjust its responses to external and internal processes
This kind of capacity can be obtained in terms of a flexible system response under a
moderate impact of a crisis;
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Transformation capacity, defined as the ability to create an enabling
environment and implement systemic changes. This kind of capacity appear with a
strong impact of a crisis, while system can give just a variable response.

Key capacities and their implementations within of financial resilience of
territorial communities, as well as possible secondary capacities, are presented in the
Table 2.

Table 2.
Capacities for Ensuring the Resilience of a Socio-Economic System
[16][17]
Matrix of Socio-Economic System Capacities in the Context of Ensuring Its Implementation of
Resilience Capacities within
Crisis Impact / Weak Impact Moderate Impact Strong Impact the Financial
System Resilience of a
Response Territorial
Community
Stable Absorptive Inertia Capacity Stagnation Organizational
Response Capacity (Impact (Minimal Capacity (Loss of | and Financial
Absorption) Functional Efficiency) Autonomy of the
Changes in the Community and
System) Stable
Fulfillment of
Responsibilities
Flexible Stable Development | Adaptation Survival Capacity | Adaptive
Response Capacity Capacity (Adjustment to Response to
(Adaptation to (Gradual Maintain External Impacts
Minor Changes and | Adjustment) Efficiency)
Steady Growth)
Variable Instability Capacity | Adaptive Evolution | Transformation | Capacity for
Response (Insufficient Capacity (Gradual | Capacity Transformation
Structural Reconfiguration) (Complete or
Resilience of the Significant
System) Reconfiguration)

Financial resilience is a crucial component of the overall stability of territorial
communities, as it directly impacts their financial well-being [18]. It is important to
distinguish between the financial self-sufficiency of a community, which serves as
the foundation for its financial resilience, and the financial resilience of local
authorities and community budgets, which are derived from the financial resilience
of the community itself [19]. Financial self-sufficiency of a territorial community is
a state characterized by autonomy in decision-making regarding the formation,
distribution, and use of its financial resources, as well as the availability of financial
resources sufficient for local authorities to fulfill their own and delegated
responsibilities [20]. Consolidating various scientific perspectives on the key
determinants of financial resilience, we can identify the following factors that
contribute to the financial self-sufficiency of territorial communities [21]:

— Resource potential of the community, encompassing economic, financial,
social, and environmental aspects, as well as the local self-government system;
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— Financial inclusion, ensuring access to financial instruments that facilitate
innovation, attract investments, and mobilize savings, thereby reducing the
community's financial vulnerability;

— A high level of financial literacy, which promotes active use of financial
services, increased savings, effective risk management, and long-term financial
planning;

— The community’s interaction with other systems, fostering social capital
and attracting external resources. A high level of social capital, based on trust,
supports the development of civic initiatives, volunteerism, and cooperation. The
financial resilience of a community depends not only on its internal resources but
also on external influences, particularly the support of public administration bodies.

Researchers M. Pitiulich, A. Krupka, V. Minkovych, and O. Chakii define the
financial resilience of territorial communities as their ability to sustain long-term
development using internal financial resources. This entails maintaining solvency
by ensuring a balanced ratio between own and borrowed financial resources,
allowing the community to address development needs primarily through its internal
means. Their research emphasizes the financial aspect of resilience and identifies the
following key determinants of financial resilience in territorial communities [22]:

— Ensuring sufficient local budget revenues through taxation, rational
allocation of financial resources, and attracting investments. A balanced ratio
between revenues and expenditures is a fundamental factor in maintaining a
community's financial resilience;

— Reducing debt burden and managing financial risks, which requires
careful financial planning and assessing the community’s capacity to meet financial
obligations;

— Strategic financial planning, which involves setting long-term financial
goals and developing a sustainable plan for economic growth. This includes
evaluating the community’s financial position, forecasting expenditures and
revenues, prioritizing actions, and allocating resources accordingly;

— Monitoring, control, and auditing of financial operations, which enables
communities to detect financial inefficiencies, risks, and violations. Audits serve as
a mechanism for evaluating financial performance and enhancing public trust in
local financial management.

Local budget financial resilience is defined as the ability of the community’s
budget to remain balanced, while the financial resilience of local authorities
encompasses this concept and expands upon it. The financial resilience of local
authorities is defined as their ability to consistently fulfill their obligations to provide
public services while maintaining financial stability in both the short and long term [23].
Meanwhile, the financial resilience of the territorial community’s budget refers to
the state of revenues and expenditures, their structure, and dynamics, ensuring that
local governments can fully and independently meet their commitments without
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reliance on higher-tier budgetary assistance. This, in turn, supports balanced
economic and social development.

The financial resilience of a territorial community is a broad concept that
extends beyond financial resources and their management mechanisms. It also
encompasses the economic foundation of the community, which facilitates resource
consolidation, as well as human and social capital, which contribute to effective
governance [24].

Based on this, there is an own definition of the financial resilience of territorial
communities — it is the community’s ability to effectively manage financial
resources, maintain a balance between incomes and outcomes, ensure stability and
adapt to changes in the economic environment. This concept includes not only
recovery from financial shocks but also the capacity to anticipate potential risks and
implement proactive measures to minimize them.

Conclusions. In the context of full-scale war, which serves as an extreme
"shock point” the challenges of maintaining the financial resilience of territorial
communities have undergone profound transformations. While climate change
unfolds gradually, natural disasters tend to be predictable with short-term impacts,
and even the COVID-19 pandemic exhibited discernible patterns, a full-scale
military invasion presents a unique challenge due to its unpredictability, evolving
nature, and dependence on a multitude of factors [25]. Ensuring resilience under
wartime conditions is an unprecedented challenge for local governments in countries
experiencing active military conflict. Moreover, the financial resilience of the state
does not automatically translate into the resilience of individual communities, as
their ability to withstand economic shocks varies significantly based on economic
capacity, pre-existing conditions, and local governance effectiveness [26]. The
factors that enable some communities to maintain resilience while others struggle
lie in the initial conditions of economic development can become a base of a future
research. Understanding these dynamics will be critical for developing strategies to
enhance the financial resilience of territorial communities, particularly in the post-
war reconstruction phase.
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