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THE ANALYSIS OF FINANCIAL RESERVES
FORTHE STATE SOCIAL INSURANCE

Anatoliy SYDORCHUK

Ternopil National Economic University, Ukraine

Abstract. The purpose of the paper is research of practice of making financial reserves of the state social insurance
in Ukraine and determining their optimal size. The method of study allows finding how the financial reserves
ensuring sustainability of the state social insurance over three years (2014, 2015, 2016). Methodology. The results
of the study were obtained after analysing the indicators of the budget of state social insurance funds (2014, 2015,
2016). In the course of research, an analysis and synthesis as methods of theoretical knowledge of phenomena are
used. Comparisons and measurements are used as empirical methods for the conducted research. Results of the
research showed the lack of uniform methodological principles for the formation of financial reserves of state social
insurance, which is confirmed by their various volumes, and the absence of the mandatory creation condition of
them. Extrapolating the provisions of Article 14-3 of the Budget Code of Ukraine, we propose that the amount of
cash in circulation should not exceed 2% of the budget expenditures of the state social funds, that is, to provide
a seven-day need for financing the insurance payments. At the same time, the condition of keeping the amount
of cash on hand at the end of the period (year) should become mandatory. Practical implications. For conducting
research and substantiation of relevant conclusions, the indicators of budgets of the state social insurance funds
of Ukraine for three years are analysed (2014, 2015, 2016). Value/originality. A step that will balance the financial
resources of state social insurance is the need to introduce uniform requirements for the formation of financial
reserves of state social insurance funds. The proposed measures will enable to make more manageable the system
of the state social insurance funds in Ukraine.

Key words: financial reserves, state social insurance, optimal size of financial reserves, sustainability of state
social insurance.

JEL Classification: H55, 113

1. Introduction

One of the elements of the financial resources of
the state social insurance is financial reserves, which
represent money that is deliberately withdrawn from
the turnover in state social insurance funds and is
intended for the use in unpredictable processes of social
reproduction (Zlepko, Kramarchuk, 2007). Also, the
financial reserves are the ways and forms of creation and
use of funds of financial resources to finance measures
to localize the effects of unforeseen circumstances
and support the welfare of citizens (Vasylyk, 2000).
'Therefore, the functional purpose of social insurance
reserves, in our opinion, is to ensure the stability of
the provision of public services for those persons who
are directly involved in this area. Financial reserves of
social insurance are determined by us as a part of the
state social insurance financial resources, whose main
purpose is to ensure the sustainability of the system of
state social insurance. Finding the answers to questions
“Have the financial reserves of the state social insurance

Corresponding author:

done their aim in Ukraine?” determines the relevance of
the article of the study.

2. The composition of the financial reserves
of the state social insurance

'The practice of functioning of the state social funds
shows the creation of the financial reserves in two
forms: the current cash reserve and the balance of cash
at the beginning of the budget period. On this basis,
the financial reserves of the state social insurance are
considered by us as currently (the current cash reserve,
Crv) and perspectively (the balance of cash at the
beginning of the budget period, Prv) (Fig. 1).

The Crv is the current cash at the beginning of the
period to cover temporary cash disruptions to finance
insurance payments, social services of the current
month. Extrapolating the provisions of Article 14-3
of the Budget Code of Ukraine (The Budget Code of
Ukraine, 2010), we consider Crv is a part of the budget
of the state social insurance fund, which is formed at

' Department of Finance named after S.1. Yurii, Ternopil National Economic University.

E-mail: a.sydorchuk@tneu.edu.ua
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Financial reserves of the
state social insurance

Crv: Prv:
The current cash at the The reserve of the social
beginning of the period to insurance funds for the

cover temporary cash implementation of goals
disruptions to finance of a separate type of

insurance payments, social insurance for a long
social services of the period

current month

Fig. 1. Composition of the financial reserves
of the state social insurance

the beginning of the period to cover temporary cash
disruptions for the financing of insurance payments,
social services of the current month.

The perspective financial reserves (Prv) of the
state social insurance funds include a reserve of funds
to ensure the implementation of goals of a separate
type of the state social insurance for a long period. In
particular, they should include the difference between
the remainder of the budget of a separate state social
fund and the current cash at the end of the period. Itis a
free remaining balance that is not subject to withdrawal
and is used to carry out expenditures in accordance with
perspective decisions of the respective board of the state
social fund.

Unlike other types of social insurance, formatting
Crv and Prv of the State Social Insurance Fund for
Temporary Incapacity and the Compulsory State Social
Insurance Fund of Ukraine for Unemployment in
2002-2007 was envisaged by law.

The dynamics of indicators of the financial reserves of
the social insurance for the unemployment is presented
in Table 1.

Listed in Table 1 data about the financial reserves of
social insurance for unemployment in Ukraine indicate:

A) Absence of the financial reserves in 2014;

B) The creation of the financial reserves in 2015 and

Table 1
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2016 at 1% of the Compulsory State Social Insurance
Fund of Ukraine for Unemployment total expenditures
to cover the 4-day expenditure need;

C) Absence of perspective reserves in 2014-2016.

The lack of the financial reserves in 2014 is due to the
beginning of hostilities in Ukraine. The indicator Crv
for the social insurance for unemployment, expressed
in days, showed a deviation of its volume from the
norm. This is especially noticeable during 2015-2016,
when it provided funding for this type of the state social
insurance for 4 days, instead of 7 days. By doing so, it
reached its critical minimum level. The absence of Prv
in 2014-2016 demonstrates the absence of long-term
state policy in the development of this type of the social
insurance.

The dynamics of indicators of the financial reserves
of the social insurance for temporary incapacity is
presented in Table 2.

Listed in Table 2 data about the financial reserves of
social insurance for unemployment in Ukraine indicate:

A) The indicator Crv in 2015 has decreased by almost
twice as compared to 2014;

B) In 2015, the balance of cash of the State Social
Insurance Fund for Temporary Incapacity was formed
at the end of the reporting year in the amount of 1759.8
million UAH, which is 25.39% of the Fund’s total
expenditures. However, according to data, the Fund’s
expenditures were financed only by 77.8%, or the share
of underfunding was 22.2%. Thus, the real balance of
the cash at the end of the reporting year was 3.19%. It is
3.19% that is the real value of the Crvin 2015;

C) Absence of perspective reserves in 2014-2015.

The decrease of the financial reserves in 2015 is due
to the beginning of hostilities in Ukraine. The indicator
Crv for the social insurance for temporary incapacity,
expressed in days, showed its volume in the norm.
This is especially noticeable in 2014, when it provided
funding for this type of the state social insurance for 22
days, instead of 7 days. By doing so, it reached its critical
maximum level.

The indicators of financial reserves of the social insurance for unemployment

Indicators

2014 2015 2016

Pry, thousand UAH

Crv, thousand UAH

- 82,8 o1

The total financial reserves, thousand UAH

82,8 91

for Unemployment, thousand UAH

The total expenditures of the Compulsory State Social Insurance Fund of Ukraine

6883,7 8269,7 8573,5

Insurance Fund of Ukraine for Unemployment, %

Specific weight of Prv in the total expenditures of the Compulsory State Social

Insurance Fund of Ukraine for Unemployment, %

Specific weight of Crv in the total expenditures of the Compulsory State Social

1 1,06

Specific weight of the total financial reserves in the total expenditures of the
Compulsory State Social Insurance Fund of Ukraine for Unemployment, %

L 1,06

Pry, day

Crv, day
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Table 2
The indicators of financial reserves
of the social insurance for temporary incapacity

Indicators 2014 2018

Prv, thousand UAH =
Crv, thousand UAH 607,9 | 1759,8
The total financial reserves, thousand UAH 607,9 | 1759,8
The total expenditures of the State Social
Insurance Fund for Temporary Incapacity, 10180,8 | 69304
thousand UAH
Specific weight of Prv in the total
expenditures of the State Social Insurance - -
Fund for Temporary Incapacity, %
Specific weight of Crv in the total

. : 25,39
expenditures of the State Social Insurance 5,97 (3,19)
Fund for Temporary Incapacity, % ’
Specific weight of the total financial reserves
: . ) 25,39
in the total expenditures of the State Social = (3,19)

| Insurance Fund for Temporary Incapacity, % Y

Prv, day - -
Crv, day 22 11

Also, the absence of Prv in 2014-2015 demonstrates
the absence oflong-term state policy in the development
of this type of the social insurance.

The dynamics of indicators of the financial reserves of
the state social insurance against accidents at work and
occupational diseases is presented in Table 3.

Table 3

The indicators of financial reserves

of the social insurance against accidents
at work and occupational diseases

A) The indicator Crv in 2015 has decreased by in six
times as compared to 2014;

B) In 2015, the balance of the cash of the State
Social Insurance Fund against Accidents at Work and
Occupational Diseases was formed at the end of the
reporting year in the amount of 0.5904 million UAH,
whichis 8.33% ofthe Fund'stotal expenditures. However,
according to data, the Funds expenditures were
financed only by 91.8%, or the share of underfunding
was 8.2%. Thus, the real balance of the cash at the end of
the reporting year was 0.13%. It is 0.13% that is the real
value of the Crvin 2015;

C) Absence of perspective reserves in 2014-2018.

As other types of the state social insurance, the
decrease of the financial reserves in 2015 is due to the
beginning of hostilities in Ukraine. The indicator Crv
for the social insurance against accidents at work and
occupational diseases, expressed in days, showed a
deviation of its volume from the norm. This is especially
noticeable in 2015, when it provided funding for this
type of the state social insurance for 1 day, instead of 7
days. By doing so, it reached its critical minimum level.

Also, the absence of Prv in 2014-2015 demonstrates
the absence of long-term state policy in the development
of this type of the social insurance.

'The State Social Insurance Fund for Temporary
Incapacity and the State Social Insurance Fund against
Accidents at Work and Occupational Diseases are
united in one — the State Social Insurance Fund of
Ukraine. For the first time, the Social Insurance Fund of
Ukraine approved its budget in 2016.

The dynamics of indicators of the financial reserves
of the state social insurance (that including the social

Listed in Table 3 data about the financial reserves
of social insurance against accidents at work and
occupational diseases indicate:

it 2014 | 2015 insurance for temporary incapacity and the social

Prv, thousand UAH : ] insurance against accidents at work and occupational

Crv, thousand UAH 602 | 5904 diseases) is presented in Table 4.

The total financial reserves, thousand UAH 60,2 590,4

The total expenditures of the State Social Table 4

Insurance Fund against Accidents at Work 7758,6 | 7091,8 The indicators of financial reserves

and Occupational Diseases, thousand UAH of the state social insurance

Specific weight of Prv in the total Indicators 2016

expenditures of the State Social Insurance o i Prv, thousand UAH ,

Fund against Accidents at Work and Crv, thousand UAH 218,9

oty e fitornel UDIksgreg The total financial reserves, thousand UAH 218,9

i}:e:;f:;:::ii}: fc;}flecg‘t,:tr; tSh:ctiZItEIlilsurance 553 The total expenditures of the State Social Insurance 16886.8

Ful:ld against Accidents at Wor‘I: and 078 (0: 13) Fund., thou.sand CAH : :

) ) Specific weight of Prv in the total expenditures

Occupational Diseases, % of the State Social Insurance Fund, % ‘

Specific weight of the total financial reserves Specific weight of Crv in the total expenditures

in the total expenditures of the State the 078 8,33 of the State Social Insurance Fund, % 1,3

Social Insurance Fund against Accidents at : (013) Specific weight of the total financial reserves in the total

Work and Occupational Diseases, % expenditures of the State Social Insurance Fund against L3

Prv, day 2 = Accidents at Work and Occupational Diseases, %

Crv, day 3 1 Prv, day S
Crv, day S

Listed in Table 4 data about the financial reserves of
social insurance indicate:

5§
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A) The creation of financial reserves in 2016 at 1.3%
of the State Social Insurance Fund’s total expenditures
to cover the S-day expenditure need;

B) Absence of perspective reserves in 2016,

The indicator Crv for the social insurance of Ukraine,
expressed in days, showed a small deviation of its
volume from the norm. It provided funding for this
type of the state social insurance for S days, instead of 7
days in 2016. Actually, in terms of the formation of the
financial reserves, the social insurance funds united into
one Fund are more acceptable.

The dynamics of indicators of the financial reserves of
the state pension social insurance is presented in Table S.

Table §
The indicators of financial reserves
of the state social pension insurance

Indicators 2014 2015 2016
Prv, thousand UAH - - -
Crv, thousand UAH 2098,1 1720,7 840,6
The total financial reserves,
thousand UAH 2098,1 1720,7 840,6
The total expenditures of the
Pension Fund of Ukraine, 248945,1 | 267346,5 | 254066
thousand UAH
Specific weight of Prv in the - |
Pension Fund of Ukraine, % 1
Specific weight c?fCrv in 0,84 0,64 033
the total expenditures of the *(0) *(0) *(0)
Pension Fund of Ukraine, %
Speciﬁc weight oflthe total 0,84 0,64 0,33
financial reserves in the *(0) *(0) *0)
Pension Fund of Ukraine, % 1t
Prv, day - S 1= -
Crv, day 3 2 1

Listed in Table S data about the financial reserves of
the state pension insurance indicate:

A) The indicator Crv in 2016 has decreased by in
three times as compared to 2014;

B) In 2014-2016, the balances of the cash of the
Pension Fund of Ukraine was formed at the end of the
reporting year in the amount of 2.981 million UAH,
1.7207 million UAH, and 0.8406 million UAH, which is
nearly 0.5% of the Fund’s total expenditures. The excess
of the expenditures over on the income of the Pension
Fund of Ukraine was observed. In fact, this indicates
that there are no reserves for this kind of the state social
insurance. Thus, the real balance of the cash at the end of
the reporting year was 0%. It is 0% that is the real value
of the Crvin 2014-2016;

C) Absence of perspective reserves in 2014-2016.

As other types of the state social insurance, the
decrease of the financial reserves in 2015-2016 is due
to the beginning of hostilities in Ukraine. The indicator
Crv for the state pension insurance, expressed in days,
showed a deviation of its volume from the norm. This
is especially noticeable in 2016, when it provided
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funding for this type of the state social insurance for 1
day, instead of 7 days. By doing so, it reached its critical
minimum level,

Also, the absence of Prv in 2014-2015 demonstrates
the absence oflong-term state policy in the development
of the state pension insurance in Ukraine.

In Tab. 6, we have represented the volume of the
financial reserves for each of their types in the context
of certain types of the state social insurance (in days).

Table 6

The indicators of financial reserves

of certain types of state social insurance

Indicators, days 2014 | 2015 | 2016

Prv for the Compulsory State Social
Insurance Fund of Ukraine for
Unemployment

Crv for the Compulsory State Social
Insurance Fund of Ukraine for = 4 4
Unemployment

Prv for the State Social Insurance

Fund for Temporary Incapacity no data

Crv for the State Social Insurance

Fund for Temporary Incapacity no data

Prv for the State Social Insurance
Fund against Accidents at Work and - -
Occupational Diseases

no data

Cryv for the State Social Insurance
Fund against Accidents at Work and 3 1
Occupational Diseases

no data

Prv for the State Social Insurance
Fund

Crv for the State Social Insurance
Fund

Prv for the Pension Fund of Ukraine - - -
Crv for the Pension Fund of Ukraine 3 2 1

no data | no data

no data | no data )

Listed in Table 6 data about the financial reserves
of all types of the state social insurance in 2014-2016
indicate:

A) Absence of perspective reserves of all types of the
state social insurance in Ukraine;

B) The largest volumes of Crv were observed for the
state social insurance for temporary incapacity;

C) The indicator Crv in 2016 has decreased by in
some times as compared to 2014 for all types of the state
social insurance in Ukraine;

Also, the data in Table 6 testify to the lack of uniform
methodological requirements for the formation of
financial reserves in Ukraine. Reductions in the financial
reserves of the state social insurance funds over the past
3 years indicate deterioration in the sustainability of the
entire system of the state social insurance in Ukraine.

3. Conclusions

Data in Tables indicate a lack of common
methodological principles for the formation of the
financial reserves of the state social insurance, which
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is confirmed by their various volumes, the absence of
compulsory creation of them. The results over three
years demonstrate that the step that will balance the
financial resources of the state social insurance is
the need to introduce unified requirements for the
formation of the financial reserves of the state social
funds.

Analysing the foregoing, one can conclude
extrapolating the provisions of Article 14-3 of the
Budget Code of Ukraine, we propose that the amount

of the Crv should not exceed 2% of the budget
expenditures of the state social funds, that is, to provide
a seven-day need for financing insurance payments. At
the same time, keeping the amount of cash at the end of
the period (year) should become mandatory.

'The proposed measures will enable the system of the
funds of compulsory state social insurance in Ukraine
to acquire a more manageable and clear construction,
the study of which we see as prospects for the further
research in this sphere.
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AHatonun CUAOPYYK
AHAJIN3 OUHAHCOBbIX PE3EPBOB FOCYOAPCTBEHHOIO COLUMANBHOIO CTPAXOBAHMA

AHHoTaumA. Llenvio pabomol ABNAETCA UCCNEAOBaHWE MPaKTUKW CO34aHMA  GUHAHCOBBIX Pe3epPBOB
rocyaapCTBEHHOrO COLMANbHOrO CTPaxoBaHUA B YKpanHe 1 onpefeneHna nx onTumManbHoro pasmepa. B ctatbe
PaccMaTpUBAETCA CYLWHOCTb GUHAHCOBbBIX Pe3ePBOB FOCYAAPCTBEHHOTO COLMANBHOrO CTPaXoBaH WA, MPOBOAUTCS
nx KnaccupuKkauus 1 aHanusmpyetca npakTuka GopMnpoBaHna B YkpauHe. QUHAHCOBbIE Pe3epBbl COLMANBHONO
CTpaxoBaHUA OMPeSeNAloTCA HaMW KaKk YacTb obLerocyAapcTBEHHbIX pUHAHCOBBIX Pe3epBOB, OCHOBHBIM CBOUM
Ha3Ha4eHWeM [OMXHbl 06ecneynTb YCTONYMBOCTb CUCTEMbI FOCYAAPCTBEHHOMO COLMANbHOMO CTPaxoBaHUA.
Monck oTBeTa Ha BOMPOC BLIMOMHAKT AaHHble Pe3epBbl CBOE npeaHasHadeHue B YKpauHe onpepenser
aKmyanbHOCMb TeMbl WUCCNenoBaHWA. [MpakTika ¢GYHKLMOHMPOBAHWUS rOCYAapPCTBEHHbIX LeneBblX (OHAOB
CBWAETENbCTBYET O CO3[aHMM PUHAHCOBbLIX Pe3epBOB B ABYX (pOpMax: 0BOPOTHON KAaCCOBOM HanmMYHOCTU M
OCTaTKa CPeACTB Ha Hayano GlakeTHOro nepuopa. Mcxopa U3 OeNCTBYIOWEN NPAKTUKK, GUHAHCOBbIE Pe3epBbl
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