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LUDPOBI3ALIA B YIIPABAIHHI NYBAIMHUMU
®IHAHCAMMU B YKPAIHI

Anomauin. [lossa KoHyenmyanmwHo HOBUX THOOPMAYIUHUX MEXHONOSI, X NPUpoOHa
abcopbyis cy6 exmamu peanbHoi eKOHOMIKU Ma a0anmayisi 00 PIHOMAHIMHUX chep CPULUHSE
HegI08OPOMHI IMIHU 8 mux cihepax, siki 6azamo cmonimby Man mpaouyitiny OizHec-mooe.

Cyuacnuii ceim po3eusacmvcsa Oysice WBUOKUMU memnamu i nyoniuni ginancu napasi
3azHaiome 2nobanvioi mpancgopmayii nio enausom HTII i pozeumxky IT-mexnonociti, siki
BNAUBAIOMb HA Jcummst cycniibemsa. Deromen OIOKUElH-MEXHON0T CMas MOUKOI0 GIONIKY
ona mparcghopmayii ceimoeoi eKoHOMIKY 1 0040l cucmemu 0epiHCaBHO20 pe)iiHO8aAHHs
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6 ymosax anobanvroi yugposizayii. Ceimosa nandemis COVID-19 npodemoncmpysana
BAANCTUBICMb  OUCMAHYINIHOT 63aEMO0TT nYOIiuHOI aoMminicmpayii ma npusamuux ocio. B
Yipaini 6 ymosax wiupoxomacumabHol Gitiu ma 3anpoaocdicets B0EHHO20 CIAHY NUMAHHSL
yugpposizayii y cghepi nyoniynux inancie, AK nepeoymMosu OOCSASHeHHs Yiiel Cmano2o
PO36UNTY, € HAO3BUUALIHO AKIMYATLHUMU, OCKLIbKU CYCRLIbCMBO NePexoOUmy Ha IHWULL PiGeHb
KOMyHIKayitl ma oyughpyearms onepayitl. Poszeumox yughposux nyoniunux ¢inancie € maxooic
OemepmiHanmoio po36yoosu yugpoeoeo punky Yxpainu ma tioeo nodanwutoi iHmespayii
00 €0unoeo yughposoeco punky €C. YV cmammi po3skpumo eKoHOMIUHY CYMHICHb ROHSIMIMNS
yugposizayis ma oxapakmepuz06aHo Cy4acHi meHOeHyii ii po3eumKy 8 YnpasinHi nyoiiuHumMu
Qinarcamu 6 Ykpaini; 001pyHmosaro, wo yupposizayis € HausaxscIusiumum iHCmpymMeHmom
nIOBULeHHsl SIKOCMI  YNPAasniHHA NyOniunumMy iHaHcamu i O00360/5€  ABMOMAMU3YEAMU
6r000IcemMULL npoyec, 3abe3newysamu 63aEMO0II0 OEPHCABGHUX OP2aHI6 SIK MIdC CO000, MAK
i 3 Oi3HECOM, T HACENEHHAM Y PENCUMI PEAIbHO20 YACY, POOUMU NPOSHO3U, 3 SICOBAHO OCHOGHI
nepesazu ma HeOOMKU YUPpPosizayii; oKpecieno npobiemu ma HANpSIMKU 600CKOHAIEHHS!
VIPAGNIHHA nYOTiuHUMU QDiHaHCcamu 3a 0onomoeoto yugposizayii. Ompumari 6 npoyeci 0aHo2o
00CTIOJHCeHHs HAYKOBI pe3)iibmamu C8i04amb, Wo pO3BUMOK YUPPOBUX MEXHONOZIN, MaKUX
5K ONOKYElH, WyYHULl IHMEIeKm, 8eIUKi OaHi, MOOLTbHI NIAM@OPMU, eLeKMPOHHI NIAMEHC]
ma agmoMamu3ayis 3HaUHO NOCUIUIMG KOHMPOTL Ma ayoum nyoniyHux QiHaHcie, 3MeHuums
MOXNCTUBOCE O (DIHAMCOBUX 3TMOBIICUBAHL MA ONMUMIZYE NPOYECU NPULIHAMIMS PitleHb Ha
6cix pinsx anaou. Taki H08088e0eH s 0036010 GUUMU HA HOBULL PIBEHb B3AEMOOTT Oepacasu
ma epomMaosiH, 3a0e3neuyrodl GUCOKULL CIYNIHb MPAHCNAPEHMHOCHIE (DIHAHCOBUX Onepayill.

Knirouosi cnosa: yughposizayis, bnoxueiin mexnonoeis, Digital Economy and Soci-
ety Index (DESI), Electronic Health Record (EHR), E-SOCIAL, e-customs, « GovIech»
(Government Technology), cmapm-cimi, cashlesseconomy, Prozorro, /[is, iokpumuii
O10001cem, nyoniuni inancu.

Abstract. Modern world is developing very fast and public finance is currently under-
going global transformation under the influence of science and technology and development
of IT technologies affecting society. The global COVID-19 pandemic has demonstrated the
importance of remote interaction between public administration and individuals. In Ukraine,
in the context of a large-scale war and the introduction of martial law, the issues of digita-
lization in public finance as a prerequisite for achieving sustainable development goals are
extremely relevant. The paper reveals the economic essence of the concept of digitization
and describes the current trends of its development in the management of public finances
in Ukraine. It proves that digitization is the most important tool for improving the quality of
the management of public finances and allows to automate the budget process, to ensure the
interaction of public authorities among themselves, with business and the population in real
time, and to make predictions. The scientific findings of the research show that the develop-
ment of digital technologies - blockchain, artificial intelligence, big data, mobile platforms,
electronic payments and automation - will significantly strengthen public financial control
and audit, reduce opportunities for financial abuse and optimize decision-making processes
at all levels of government. Such innovations will enable new levels of interaction between the
state and the people, and ensure that financial operations are highly transparent.
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Introduction. In today’s environment, we’re seeing a proliferation of innovations in
digital technologies. These are already changing the future of finance and business. Key
trends in development of digital technologies are their rapid extention and boost (Al, ML,
IoT, etc.), quantitative growth of data and its management needs. Digital technologies will
become one of the key drivers of sustainable development, assuming the widespread avail-
ability of the Internet as a basic service, as well as the use of other digital capabilities. The
21st century is an era of innovation, the knowledge economy, the spread of the results of the
Fourth Industrial Revolution (Industry 4.0) and digitalization, where such advanced tech-
nologies (cloud computing, development of big data collection and analysis tools, paperless
technologies, Internet of Things, robotics and cyber systems, crowdsourcing, biotechnol-
ogy, unmanned and mobile technologies, biometrics, quantum technologies, identification
technologies, 3D printing, bitcoin and blockchain, identification technologies, 3D printing,
bitcoin and blockchain technologies, artificial intelligence, etc.) are radically transforming
entire sectors of the economy and society at large. Singapore, the United Kingdom, New
Zealand, the United Arab Emirates, Estonia, Japan, and Israel are leading countries in the
development of the digital economy and have set a course for digital development in public
administration, transportation, education, electronic means, and advanced technologies. [5].

In the new realities, public finance is not an exception. It is also undergoing signifi-
cant changes due to the development of digitalization processes, which allow for faster
and more efficient management of many processes in the field of public finance, includ-
ing control over the accumulation and spending of public funds.

The purpose of the study is the identification of areas of digitalization on the basis of
a study of theoretical foundations and current practice of their implementation in public
finance management, the verification of positive and problematic aspects of the study, the
formulation of the main conceptual approaches and vectors of their development in the
context of Ukraine’s economic integration into the EU.

Literature review. According to Western scholars, the term «digitization» was used
for the first time in 1995 by the American scientist N. Negroponte, who understood digitiza-
tion as «the process of converting information into a digital format» in order to reduce the
number of errors in data transmission [18].

In 2000, the Okinawa Charter on the Global Information Society endorsed the basic
principles and approaches for creating an information society. In global practice, digita-
lization has become integrated into managing public finances.

Digitalization is the introduction of digital technologies into all areas of life: from hu-
man interaction to industrial production, the transition of biological and physical systems to
cyberbiological and cyberphysical systems (combining physical and computer components),
and the transformation of activities from the real world to the virtual world in online mode.

The Gartner IT Glossary defines digitization as «the use of digital technologies to
change a business model and create new opportunities for profit and value creation; the
process of transition to a digital business [12].
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The European Commission has developed a regulation — GBER (General Block Ex-
emption Regulation), which defines «digitization» as the use of electronic devices and sys-
tems to improve product functionality, develop online services, modernize processes, and
transform business models [11].

The concept of digitalization has also been reflected in the legislation of Ukraine,
namely in the Concept of Development of the Digital Economy and Society of Ukraine
2018 - 2020, where digitalization has been defined as the saturation of the physical world
with electronic and digital devices, means and systems, and the establishment of elec-
tronic communication exchange between these, allowing the integration of virtual and
physical interaction, i.e. the creation of cyber-physical spaces [23].

We believe that digitization is the process of integrating digital technologies into
various aspects of economic and social life, including public finance, to make financial
transactions faster, easier, accessible and transparent.

Public Finance Management (PFM) is a comprehensive system for regulating, al-
locating, spending and controlling public financial resources with the aim of achieving
efficiency, accountability, transparency and overall fiscal sustainability.

Innovation systems connect government stakeholders, organizations, and financial
processes in the context of digital public finance management. Currently, there is great
hope that digitalization will improve public finance management and make it more re-
sponsive to modern challenges and expectations [14].

It will also contribute to the development of an open information society, which will
be one of the keys to the development of democracy, economic stability and transparency,
job creation and productivity, and the improvement of the quality of life of the population.

S. Krynytsia believes that there are 3 different approaches to conceptualizing digitization:
technological, organizational, and social. In the field of public finance, the social approach is cru-
cial, since Deloitte’s research shows that public policy and public administration are far behind
the changes brought about by new technologies. Moreover, they lag behind the development of
individuals and companies, becoming a kind of brake that slows down the digital transformation
of the economy and society. This gap can be explained by a number of factors:

1) Technology dynamics - the rapid development of modern technology, while the
processes of public policy development and implementation tend to be slower because of
the complexity of bureaucratic processes, the instability of the political environment, etc.

2) Institutional constraints - the existence of conservative processes and structures
that make it difficult to quickly adopt and implement new strategies and approaches that
would keep pace with the rapidly changing technology landscape.

3) Financial constraints - the public sector’s efforts to implement technological in-
novations and improve government processes may be hampered by budgetary constraints
and inadequate financial support.

4) Low technological competence - Government agencies may not be adequately pre-
pared to use new technologies due to a lack of qualified personnel or expertise in the field.

5) Political factors - The adoption and implementation of effective technology strategies
can also be slowed by political instability, changing governments, and political priorities.

Thus, the social approach should focus not only on the introduction of modern tech-
nologies, but primarily on investing in the development of the skills of public sector
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employees and ensuring the necessary skills for the successful implementation of tech-
nological innovations; creating a favorable environment for leadership and innovation.
Finally, it should focus on meeting the needs and expectations of society, which means
actively taking into account the voice of citizens in the process of strategy development
and decision-making [16].

The problems of digitalization in the field of public finance are the subject of the
works of domestic scholars, namely: Berezhna A. and Filonych O. [2], Belikova M. [3],
Karpenko O., Denysiuk J., Namestnik V. [15], Krynytsia S. [16]. Among foreign re-
searchers, it is worth mentioning the works of Cangiano M. and Gelb A. [4], Sorin B.,
Ciobanu G. [26], Gupta S., Keen M., Shah A., Verdier G. [14]. Their studies address
key aspects of digitization in the context of public finance management. International
organizations such as the World Bank Group, the International Monetary Fund, the Or-
ganization for Economic Cooperation and Development (OECD), the Global Initiative
for Financial Transparency (GIFT), the International Budget Partnership (IBP), and oth-
ers are also conducting studies on the implementation of modern digital technologies in
public finance management.

Materials and Methods of Study. A variety of empirical, complex and theoretical
methods and approaches were used to achieve the goal of considering digitalization in the
field of public finance. In particular, the following methods were used: the abstract and
logical method for the study of scientific sources and drawing of conclusions; historical,
analytical methods for the analysis of digital solutions for public finance management
in Ukraine. In addition, systemic and structural methods were used to study digitization
trends, the method of comparison - to study digitization in the EU and Ukraine in differ-
ent countries of the world, and the method of logical generalization - to identify the tasks
and directions of implementation of digital transformation strategies in public finance,
to study the challenges and achievements of digitization in public finance management.
The information base consists of legislative and regulatory acts related to digitalization
in the management of public finances, analytical materials of the European Commission,
the United Nations, the Cabinet of Ministers, and the Ministry of Digital Transformation
of Ukraine.

Public Finance Management Digital Solutions. The transition from analog to dig-
ital technologies has a revolutionary impact on a variety of fields, such as international
relations, public administration, public finance, health care, education, business, etc. It is
assumed that future changes in socio-economic processes will be inevitable. However,
humanity is currently uncertain about the consequences of global digitalization, which
can also lead to misinformation.

The digitalization of public finance management is an integral part of the modern
development of public institutions, the aim of which is the optimization of financial pro-
cesses, the increase of efficiency and transparency, and the provision of information to
citizens. Digital transformation addresses the issues of minimization of human influence,
avoidance of corruption risks, and rational use of public resources. Digital transformation
requires flexibility in adapting existing financial practices, combining elements of the in-
formation economy with finance management. This requires flexibility to adapt existing
financial practices, including new capabilities related to digital finance management and
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data protection, new approaches to budget planning using analytical systems to forecast
budget needs based on economic data and trends, and a need for new skills among finan-
cial staff, including digital asset management and e-budgeting.

Digitizing public services, businesses and access to technology offers many op-
portunities, and in the EU, the Digital Economy and Society Index (DESI), a compos-
ite index, provides a tool to measure and compare the progress of EU countries in the
digital economy and society, based on a wider ecosystem, including relevant legislation,
coordination between government bodies, methodology and data. It is used by the Euro-
pean Commission since 2014 to measure Member States’ digital progress and monitor
Europe’s overall digital performance, and remains the most widely used index of digital
performance in EU Member States to achieve the goals of the EU’s 2030 Digital Agenda
[8]. The indexes are based on five key dimensions: communications, human capital, con-
nectedness, integration of digital technology, and digitization of public services.

The analysis of the DESI ranking shows that Denmark is the leader in terms of connec-
tivity; Finland has the highest level of digital development of human capital and growth of
the number of online users; Ireland is the leader in terms of digital integration. Estonia is the
leader among the other countries of the EU in terms of the digitization of the public services.

The fourth group of indicators, digitization of public services, describes eGovern-
ment and eHealth supply and demand and consists of the following indicators:

—e-government users (people who have used the Internet to interact with public
administrations on websites or mobile applications in the last 12 months, %);

—digital public services for citizens (share of administrative actions that can be com-
pleted online for major life events, such as having a child, changing residence, etc.);

—digital public services to enterprises (share of public services required to set up
and run an enterprise which can be accessed online by national and international users);

—pre-filled forms (the proportion of data that is pre-filled in online public service forms);

—transparency of service provision, design and personal data (the extent to which ser-
vice processes are transparent, services are designed involving users who can manage their
personal data);

—user support (degree of availability of online support, help and feedback mecha-
nisms, including cross-border);

—mobile accessibility (proportion of services with a mobile-friendly interface);

—electronic health record access (ubiquity of online services for citizens to access
their electronic health records) [8].

In 2021, the EU launched the first Digital Europe Program (DIGITAL), which runs until
2027 and aims to accelerate economic recovery and create a single European digital market
benefiting small and medium-sized enterprises. This requires the digitization of businesses,
public administrations and citizens. The program funds projects in five areas: supercomput-
ers, artificial intelligence, cybersecurity, advanced digital skills, and ensuring widespread eco-
nomic and social use of digital technologies. The total budget is €7.5 billion, but four areas are
available for Ukraine, with €6 billion allocated. A strengthened network of European Digital
Innovation Hubs (EDIH) — universal hubs that help businesses and the public sector respond
to digital challenges and improve their competitiveness - will be deployed [25].
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The institutional and legal framework for digitalization development in Ukraine began
in 2013 with the CMU Resolution «On Approval of the Strategy for Information Society
Development in Ukraine» [21]. Over time, digitalization has become a priority of state policy
according to the Concept for the Development of the Digital Economy and Society of Ukraine
for 2018 - 2020 [23]. The primary goal of the plan is to realize a scenario of accelerating
digital development as the most relevant for Ukraine in terms of cost, need and opportunity,
to stimulate the economy, to attract investors, to overcome digital inequalities, to intensify
cooperation with the EU in the digital field, to build the national innovation infrastructure, and
to realize digital transformations.

By September 2019, a specialized Department of Digital Transformation will be established
by transforming Ukraine’s State Office for Electronic Government to formulate and implement
state policy on digitization, open data, national electronic information resources and interoperabil-
ity, launch electronic and administrative services, electronic trust services, and develop citizens’
digital skills. The positions of deputy heads of the Digital Development, Transformation and Digi-
tization Agency (CDTO) have been created in ministries and other central executive authorities.

The next step was the adoption of the National Economic Strategy for the period up to 2030,
which defines the development of an efficient digital service state and compact state institutions
(development of the digital economy as one of the drivers of economic growth in Ukraine). The
strategy states that the level of digitalization of the financial and trade spheres ranks among the
lowest in Europe, in spite of its dynamic growth rate. The Ukrainian e-commerce market is sig-
nificantly smaller than in other European countries (19 times smaller than in Poland and nearly
150 times smaller than in Germany). The share of e-commerce in the retail market is only 3-4%.
Compared to EU member states, Ukraine’s cashless infrastructure is significantly inferior. The
number of POS terminals per capita is three times less than in Poland. The percentage of popula-
tion using cashless payments is almost twice lower than in Germany. There are only eight cities
(regional centers) that have cashless payment systems for public transportation. Compared to its
EU neighbors, Ukraine invests three to four times less in research and development (R&D). The
share of R&D expenditures in the GDP amounted to 0.4 % in 2019 and to 0.47 % in 2018. At
the same time, the National Economic Strategy also notes that the national society is currently
undergoing an active revision and reconsideration of digitalization in such areas as education,
medicine, transportation, and social protection [17].

Accessibility, targeting, economic growth, freedom of information, openness and coop-
eration, standardization, trust and security, focus and comprehensiveness are the main prin-
ciples of digitalization of the Ukrainian economy.

One of the qualitative steps taken by the Ministry of Finance to consolidate IT in
public finance management was the approval of the Strategy for Digital Development,
Digital Transformation and digitalization of the Public Finance Management System for
the period up to 2025 and the approval of the Action Plan for its implementation by the
CMU (hereinafter referred to as the IT Strategic Plan of the Ministry of Finance) [24].

By incorporating digital technologies like automation, artificial intelligence, blockchain,
and big data, government agencies can conduct budgetary operations faster, more accurately,
and at minimal cost. The digitization of public services, known as GovTech (government
technology), is an area of the IT industry where private or public companies are building soft-
ware for government and is an opportunity for transformation in the public sector.
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GovTech uses innovative technologies to improve access to public services and stream-
line government operations by implementing information systems, electronic services, ana-
lytical tools, and other technological solutions that make it easier for government to interact
with its constituents. There are examples of successful applications of GovTech in action.
In Estonia, for example, technologies are being used to organize electronic voting, which
reduces the amount of time spent on electoral processes and makes it more convenient for citi-
zens to participate. In Singapore, the implementation of electronic medical records has given
doctors access to a patient’s medical history and has facilitated coordination of medical care.

Ukrainian GovTech today consists of:

—The Ministry of Digital Transformation of Ukraine, which is the trendsetter for
GovTech in the country;

—central authorities that carry out digitization policy;

—donors, who have expertise and are the financial backers of a large number of projects;

—municipalities implementing digitizing projects (Kyiv Digital stands out among them);

—GovTech companies — consultants and contractors in different areas including
business analysis, development, cybersecurity, etc.

The main digitalization platforms in public finance management are based on the
collection and processing of large amounts of data to improve the quality of life of the
population (Table 1):

Table 1
Public Finance Management Digital Solutions
Platform Application
1 2

Effective integration of physical, digital, and human systems in an artificial environment for
a sustainable, prosperous, and inclusive future for citizens. The first comprehensive imple-
Smart cities mentation of this system in Ukraine was the city of Drohobych. In one form or another,

the Smart City system operates in Kyiv, Ivano-Frankivsk, Lviv, Mukachevo, Drohobych,
Zaporizhzhya, Poltava, Ternopil, and Kharkiv, and was also used in Mariupol;

Computerized Medical Record - systematic work on digitization of medical record data,
introduction of archive and backup functions; Electronic Medical Record — medical
records of patients in electronic form; Electronic Patient Record - unified database of
patients from different medical institutions; Electronic Identifiers - identification of users
of the eHealth system; ePrescription - electronic prescription, which includes: eCapture

Digital medicine — creation
of national electronic

health record (EHR) - creation of an electronic prescription by a doctor of a medical institution; eTransfer -
confidential transfer of an electronic prescription to a pharmacy; eDispensation - transfer
of data from a pharmacy back to a medical institution, confirmation;

Social sphere (Unified

Creation of an ecosystem of interaction between citizens and social programs, services
and information necessary for the choice of services, interaction between social services
and agencies, and creation of a social program management platform to meet the unique
requirements of social organizations, individual needs and specifics of their consumers

information and analytical
system for management
of social support of the
population of Ukraine

(ESOCIAL)) and to assess the effectiveness of the provided services;

The aim of the project is not only to solve local logistic and other problems, but also to in-
Electronic customs tegrate Ukraine into the Digital Single Market. (The Digital Single Market is an EU initia-
(e-customs) tive to develop cross-border trade and cooperation). The key is the project of automated,

round-the-clock customs clearance based on the principle of «Single Window»;

The portal is available 24 hours a day and can be used to obtain almost all services pro-
vided by specialists in service centers. It is a unique opportunity for Ukrainians to control
their salary and future pension without leaving their computer. The user has access to a
complete list of insured persons who have submitted information about themselves to the
personalized accounting system, information on the amount of earnings from which insur-
ance premiums were paid, and the number of days of service for each month since 2000;

Portal of electronic
services of the Pension
Fund of Ukraine
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Continuation of the table. 1

1

2

Electronic office of the
taxpayer

This is an information and telecommunication system created to ensure that taxpayers and
government bodies exercise their rights and obligations under the Tax Code of Ukraine in
electronic form;

Cashless Economy

It is a tool to combat the shadow circulation of funds to improve the economy;

Edata

Open Data Portal. Electronic data used to collect, analyze, report and monitor financial
information of the public sector. This is an official state information resource that presents
information in the format of open data in the field of public finance, is an accessible tool
for public control over the planning and use of public funds. The following information

is available on the portal: transactions, reports, contracts, supporting documents from
managers, state trust funds, state and municipal enterprises;

Open budget

The official state portal of the state budget for citizens, designed to inform the public
about the main goals, tasks and priority directions of the budget policy of Ukraine. The
portal presents data on the state budget and all local budgets, the planned and achieved
results of the use of budget funds in a clear form;

Prozorro

Electronic public procurement system to ensure the transparency and efficiency of the
public procurement process;

Diia

A service allowing you to view important documents in electronic format and receive
various services from government agencies via the Internet;

Portal for the Assessment
of the Growth and
Financial Sustainability
of the State-Owned
Enterprises of Ukraine

A system that provides an opportunity to analyze the financial condition of these enter-
prises, their activities and efficiency, which helps to make management decisions and
expand development strategies;

The Portal of the Register
of Projects of the
International Financial
Organizations

An online resource providing information on projects funded by international financial
organizations.

Source: Compiled by the authors on the basis of [3, 5, 6, 7,9, 29].

Ukraine has great potential for developing with the main concentration in major cities

such as Kyiv, Kharkiv, Lviv, Dnipro and Odesa. There are already 18 clusters graduating
130000 engineering professionals per year. In 2019, the Verkhovna Rada Committee on
Digital Transformation was established to improve legislation formation in the field of digi-
tization and digital society formation, work on programs, create a single digital market [6].

The institutional and technological capacity of the public sector should be strengthened
in order to implement fintech in the field of public finance management. In some countries,
public finance management IT systems have structural weaknesses that may hinder the imple-
mentation of fintech applications [6].

However, it is worth paying attention to the challenges of digitalization in the man-
agement of public finances:

* lack of a single integrated database with up-to-date information available to bodies
involved in public finance management processes;

* obsolescence of some platforms;

* lack of unified and automated information exchange with key state institutions;

* low level of automation of internal document circulation processes, use of a sig-
nificant volume of paper media;

* technical imperfection of electronic systems predisposes to the preservation of
corruption risks;

« the low efficiency of state financial control causes the loss of investment resources,
and also does not contribute to greater savings of public finances;
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Table 2
Main weaknesses of digital technology implementation
Ne Area ‘Weaknesses
) Problems with generating accurate and timely reports
1 S‘OC rct?# g ting and tax re- Violations of integration of the chart of accounts and budget classification

The absence of a data archive of detailed budget or accounting reporting

2 Cash Flow Tracking Complex tracking of payments and bank reconciliations with financial institutions

3 Budget Execution and In- | Weak support for management and control of costs and revenues throughout the
ternal Control budget cycle

4 Treasury and Cash Man-

agement Insufficient support for state banking functions and cash management

Limited hardware capacity and inadequate database maintenance

5 Technology Platform — - -
Poor or no connectivity in regional or remote locations

Interoperability and Data Lack of shared information with other public finance management systems
6

Exchange

Weaknesses of information exchange with financial institutions

7 Institutional Coverage Incomplete coverage of central government ministries

Source: summarized by authors on the basis of [26].

« insufficient staffing due to the lack of digitization specialists in the structures of
state bodies due to the low level of wages, which inhibits digitization processes, etc.

The obvious achievements of digitalization in the management of public finances include:

* increased efficiency and value: using innovative practices and technologies, govern-
ments can streamline financial processes, reduce manual interventions and increase opera-
tional efficiency;

* better decision-making: Intelligence systems mean that government leaders have
access to real-time data and advanced analytics at their fingertips;

* increased transparency and accountability: by digitally transforming financial pro-
cesses, governments can more effectively track and control financial transactions, reduc-
ing the likelihood of fraud and corruption;

* involvement and satisfaction of citizens: increased trust increases citizen satisfac-
tion. In addition, innovation systems improve citizen engagement through convenient
digital platforms for accessing and providing feedback on public financial services;

* economic value added: reducing the cost of doing business with government for
citizens and businesses by providing intuitive access to important information, support-
ing the goal of «government as a platform» [27];

* access by society members to digital infrastructure and a significant number of public
services;

» the state annually receives significant savings in public finances;

* noticeable deregulation of permit procedures, registration procedures, licensing, etc;

* public monitoring of the public finance system (execution of budgets at different
levels, functioning of public registers, etc.), which contributes to their transparency.

Digitization of public financial management in Ukraine does not stop its development
even under martial law. New digital capabilities and tools are being created to improve
the interaction between the public administration and the private sector. An example is
the new tools in Diia:
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1) to acquire the status of an internally displaced person by submitting an applica-
tion on the Diia portal and to receive the corresponding payments;

2) to report damage to property as a result of the armed aggression of russia;

3) to obtain digital identity documents in the Diia application, even if they are not
biometric, even if they are not biometric, title documents for vehicles, insurance policies,
COVID vehicles, insurance policies, COVID certificates;

4) to register the compensation for work, asylum for IDPs [3].

By improving efficiency and economic security, digitalization has a significant impact on
public finance management. Ukraine actively develops digital transformation of public insti-
tutions, especially through the EU-funded EU4PFM program. It contributes to strengthening
public finance management capacities and preparing them for the digital age. Innovations can
also improve public debt management, optimize cash flows, and engage citizens in budgeting.

Conclusions. Global social problems, such as long-term imbalances in public financ-
es after the global financial crisis of 2008, changes in employment patterns as a result of
the COVID-19 pandemic, an increase in the level of chronic diseases, an aging population,
a decrease in the number of people of working age, cause, on the one hand, an increase
in public expenditures, and on the other hand, financial restrictions on budget funds. This
forces the public sector to look for new ways to provide public services that would reduce
costs. The formation of a digital social state is stimulated by the multiplier positive eco-
nomic effects of digitalization both in the provision of public services and in the private
sector, which ensures transparency and publicity of management decisions and the use of
budget funds.

According to the IMF’s research, the use of digital technologies can contribute to
the implementation of the government’s goals of achieving a high level of economic de-
velopment and sustainable economic growth of countries. The IMF estimates that $418
billion in (public and private) investment is needed to connect unconnected households
worldwide. On average, this equals 3.5 percent of GDP in low-income developing coun-
tries and 0.7 percent of GDP in emerging market economies [1].

Digitalization is an integral part of the process of reconstruction, modernization of
the Ukrainian economy and building a high-quality European infrastructure with the aim
of joining the state to the European community. The Ukrainian state is being modernized
using new management models that have become widespread in the EU, and the experience
of EU countries with digitalization shows that the use of digital technologies allows state
bodies to qualitatively solve professional tasks. Ukraine has significant prerequisites for
further development and effective transformation of public administration to a higher tech-
nological level. However, the spectrum of such development and measures for the imple-
mentation of new digital products should be evidence of the effectiveness of public admin-
istration and the sustainability of public finances. State financial support for digitization is
possible with available funding sources, and its justification is the level of citizens’ trust in
electronic governance. The activation of the use of digital technologies in the field of public
finance management can provide a number of advantages for both the state and business
structures and citizens. It ensures the interaction of state bodies both among themselves
and with business and the population in real time, allows for more efficient performance
of management functions, finding fundamentally new ways of solving state problems, au-
tomating the budget process, increasing the efficiency of state revenue mobilization and
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ensuring transparency and accountability of state spending, making forecasts, which is a se-
rious step forward towards the financial stability and stability of the state. Digitalization in
public finance management provides great advantages for business structures and citizens,
improves the quality and accessibility of public services, etc. However, the development
of digitalization is also accompanied by a number of social and ethical challenges, such
as digital inequality and inequality of access to financial services, personal data protection
and confidentiality, ethical issues related to algorithms and artificial intelligence, financial
exclusion and dependence on technology, fraud and cybercrime, transparency and control.
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