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KaHJIUAAT €KOHOMIUYHUX HayK,

CTapIIui BUKJIaaa4d Kapeapu eKOHOMIKHU Ta (iHAHCIB
Myxkauiecokuii OepaicasHuil yHisepcumem

INNOVATION AND TECHNOLOGY ARE THE KEY TOOLS
TO REDUCE BUDGET DEFICIT
AND ENHANCE FINANCIAL SECURITY OF THE COUNTRY

IHHOBAIIII I TEXHOJIOT'I K KJIFOYOBI IHCTPYMEHTH
SHUKEHHSA BIO/VKETHOTI'O JEDIINUTY
TA IOKPAIIIEHHS ®IHAHCOBOI BE3IIEKA KPATHH

In a world where technology is advancing at an incredible pace, states face a new challenge: how to leverage in-
novations not only for economic growth but also to address pressing financial issues. The budget deficit, which has
affected both developed and developing countries, has become a global issue. While the specific figures and scale of
the deficit may vary, the overall trend is concerning. The aim of the article is to explore the role of innovations and
technology as tools for reducing the budget deficit and improving a country's financial security. It has been proven
that the strategic implementation of innovations and technology into the economy is crucial for modern states.
It contributes to improving the efficiency of public administration, increasing tax revenues, creating new sources
of income, and reducing government spending. The prospects for further research lie in developing a methodology
for quantitatively assessing the impact of innovations on the budget deficit, tax revenues, and other macroeconomic
indicators.

Key words: digital development, public debt growth, inflation, decline in investments, political instability,
loss of sovereignty, economic dependence.

VY CBITI, Ie TEXHOJOT1] PO3BUBAIOTECS 3 HEHMOBIPHOIO MIBUKICTIO, IEP)KaBU CTUKAIOTHCS 3 HOBUM BUKJIMKOM:
SIK BUKOPUCTOBYBATH 1HHOBAIII] HE JINIIIE /Il EKOHOMIUYHOTO 3pOCTAHHS, a ¥ 715 BUPIIIEHHS HaraJbHUX (hiHAHCOBUX
npobnem. bromkeTHr nedinunT, 10 OXOMUB K PO3BUHEHI, TaK i KpaiHH, 10 PO3BUBAIOTHCS, CTAB IMI0OATIBHOO MPO-
6nemoro. Xova KOHKpeTHI udpu Ta MacuTadu nediuuTy MOXYTh BIIPI3HIATUCS, 3arajibHa TEHICHIIIS € TPHUBOX-
HOI0. MeTOI0 CTaTTi € BUBYECHHS POJIi IHHOBAIIM 1 TEXHOJIOTIN K IHCTPYMEHTIB 3HM)KEHHS OIOPKETHOTO e(iluTy
Ta TOKpalleHHs QpiHaHCOBOiI Oe3meku kpaiHu. JloBeieHo, 110 KepoBaHEe BIPOBAKEHHS 1HHOBALIM Ta TEXHOJIOI1H
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B €KOHOMIKY € CTPaTeTiyHO BAXKIIUBUM JUIsI CyUaCHHX JiepkaB. BOHO He JIHIe CIPHUsE MOKPAIICHHIO e(DeKTHBHOCTI
JIep>KaBHOTO YIIPABIIiHHSA, MMiBUIICHHIO TIOaTKOBMUX HAIXOMKECHBb Ta CTBOPEHHIO HOBUX JKEPET TOXOMY, a i 3a0e3-
neuye 3HIKECHHS BUTPAT Ha JIepKaBHE ynpanninast. OnHaK, U1 TOCITHEHHS MaKCUMabHOTO eekTy (came, oo
nmapameTpiB (hiHaHCOBOI Oe3MeKn KpaiHu), HOBI TEXHOJIOTII Ta IHHOBALlii MAalOTh OPTAHIYHO IHTETPYBATHCS B HASIBHY
CKOHOMIYHY cuCTeMy. TiIbKH 32 yMOBH FapMOHIHHOI B3a€EMOIIT 3 TpaJUIiHHIMU CEKTOpaM1 €KOHOMIKH, iHHOBAITi1
MOXYTh CTaTH MOTYXHUM JApaiBEpOM €KOHOMIUYHOTO 3pOCTaHHS Ta MiJBHIIEHHS 100po0yTy HaceleHHs. 3BEpHEHO
yBary, I10 HOBi TEXHOJIOTII Ta iHHOBALlii € OCHOBOIO JUIsl MOCUJICHHS (hiHaHCOBOI Oe3MeKu KpaiHu, OfHAK iX edek-
TUBHICTb 0€3M10CEePEeIHbO 3aJICKHUTD BiJl YITKOTO CTPATEri4HOrO IUIaHyBaHHA Ta €(PeKTUBHOTO ynpasiiHHa. s no-
CSATHEHHS METH 3HW)KEHHS OIO/DKETHOTO Ae(iluTy Ta MiABUIIEHHA (iHAHCOBOI Oe3MeKH, I CKIal0Bl MalOTh OyTH
CIIPSIMOBAHI Ha KOHKPETHI CEKTOPH CKOHOMIKH Ta ICPYKABHOTO YIIPABIIIHHS, sIKI MAIOTh HAHOLTBITHI TOTEHIIIAM IS
TeHepyBaHHsI 0JJATKOBHX JIOXOJIIB Ta ONTUMI3allii BUTpaT. KoHcTaTOBaHO, 1110 HOBI TEXHOJIOTIT Ta IHHOBAIT HE MO-
BHHHI OyTH mpocTo "HamapoBaHi" Ha CTapy €KOHOMIUHY CHCTEMY, & MAIOTh CTAaTH ii OPraHIYHOIO YaCTHHOIO, TIOCH-
JIFOOYH i CHITBHI CTOPOHHM Ta ycyBaroun ciadki. JloBeeHo, 10 HOBI TEXHOJIOTIT Ta IHHOBAIIIT CJIiJT BIPOBAKYBATH
noetarHo. HeoOXi1HO 3a0e3MeunTr HaBUYaHHS MEPCOHANy Ui pOOOTH 3 HOBUMH TEXHOJIOTISIMU. TakoK BasKIIMBE

CTBOPCHHS 3aKOHOJIABUMX Ta PETYISTOPHUX YMOB, SIKI CTUMYJIFOIOTh IHHOBAIIIT Ta THBECTHILI.
Kirouosi cioBa: mudpoBuil po3BUTOK, 3pOCTaHHS Jep:KaBHOTO OOpTy, iH(IAMIA, 3HIKCHHS 1HBECTHIIH,
MOJITUYHA HECTAOIbHICT, BTPAaTa CyBEPEHITETY, CKOHOMIUHA 3aJICKHICTb.

Statement of the problem. In a world where
technology is advancing at an incredible pace, states
face a new challenge: how to leverage innovations not
only for economic growth but also to address pressing
financial issues. The global issue of budget deficits has
impacted both developed and developing countries. While
the specific figures and scale of the deficit may vary, the
overall trend is alarming. Eurozone countries such as
Greece, Italy, Portugal, and Spain have long struggled with
high levels of public debt and budget deficits, although
the situation is gradually improving. The United States,
the largest economy in the world, also faces budget deficit
issues exacerbated by rising public debt. Many Latin
American and African countries, including Argentina,
Brazil, and most African states, have chronic budget deficit
problems that hinder their economic growth. This issue is
often exacerbated by low commodity prices and political
instability. The budget deficit is not only widespread but
also negatively impacts the financial security of countries.
It is becoming evident that reducing the budget deficit and
strengthening financial stability can be achieved through
innovations and modern technology implementation.
Singapore and South Korea are prime examples of
countries that have successfully used these elements to
address financial challenges, demonstrating that they can
be drivers of economic growth and effective tools for
overcoming situations where budget expenditures exceed
revenues.

Analysis of recent research and publications. The
foundation of this article is based on scientific papers from
several researchers. For instance, A.V. Vatulyov examined
the specifics of financial-budgetary policy for economic
development, as well as the relationship between budget
deficits and the improvement of a country's financial
security. Zh.V. Harbar and N.V. Kondukotsova [2] analyzed
budgetary policy in the context of its transformation
under the influence of the country's digital development.
T. Kanjeva and A. Halaburda [3] dedicated their work to
issues related to constructing state budget policy in the
context of rising budget deficits.

Among foreign scholars who have addressed issues
related to reducing budget deficits and improving national
financial security are J. Furman and L. H. Summers
[6]. However, the potential of using innovations and

technologies as tools to reduce budget deficits and enhance
national financial security remains largely unexplored in
the scientific literature.

Formulation of the research task. The article aims
to explore the role of innovations and technologies as
tools for reducing budget deficits and improving national
financial security.

Summary of the main research material. The
budget deficit and a country's financial security are closely
interconnected. A budget deficit occurs when government
expenditures exceed government revenues. This imbalance
can significantly impact the overall financial stability of a
country, leading to a loss of its ability to function steadily
and effectively [1]. As a result, it hampers economic
growth and undermines the protection of the interests of
all participants in economic relations. Indeed, the budget
deficit affects financial security through consequences such
as increased public debt, inflation, reduced investment,
political instability, and sometimes even a loss of
sovereignty (see Table 1).

The most alarming situation is when a country lacks
sufficient financial resources to meet its obligations, cannot
withstand financial crises and shocks, and its financial
system is neither transparent nor accountable.

It is because the systemic overlap of these issues leads
to a complete loss of national sovereignty. While earlier
manifestations of this process included colonization,
occupation, and protectorates, today are joined by
economic dependence and political pressure (see Table 2).

It would not be an exaggeration to say that the growth
of the budget deficit disrupts key parameters of financial
security, namely [3-4]:

1. Stability of the financial system. This includes
turbulence in currency exchange rates, inflation, and the
overall stability of the banking system.

2. Balance of the state budget: Specifically, when
government revenues are lower than government
expenditures, it indicates a lack of financial discipline by
the state.

3. Level of public debt. A high level of public debt can
constrain flexibility in fiscal policy and increase the risks
of a financial crisis.

4. Public financial management. Specifically, factors
such as the lack of transparency in budget processes,
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Table 1

The nature of the impact of budget deficit on a country's financial security

Consequences of rising
budget deficit

Impact of the budget deficit on financial
security.

Consequences of the budget deficit

Increased public debt

To cover the deficit, the government is forced
to borrow funds, which leads to an increase
in public debt.

High public debt can burden the budget
with interest payments and limit opportunities
for investing in economic development.

Inflation

If the government finances the deficit by
printing money, it can lead to increased
inflation.

Inflation devalues money, undermines trust
in the national currency, and complicates
economic planning.

Reduced investment

A high level of public debt can deter investors,

A decrease in investment negatively impacts
economic growth.

Political instability

Problems with the budget deficit can lead
to social tension and political instability.

This can deter investors and worsen
the economic situation.

Loss of sovereignty

If a country is unable to service its debt, it may
lose part of its economic sovereignty.

This can lead to a situation where the country
is under external financial control.

Source: formulated by the author based on [2-3; 5]

Table 2

Manifestations of the loss of national sovereignty as the most severe form of budget deficit
and critically low financial security of a country

Manifestations Consequences of the loss
of the loss of Characteristics of the loss of sovereignty .
. of sovereignty
sovereignty
Historically, the most common example of the loss of sovereignty was | Loss of the ability
Colonization colonizatiqn. For severe}l qenturies, European powers seized lands on |to indqpenfiently make decisions
other continents, establishing colonies and depriving local populations | regarding internal and external
of their autonomy. affairs.
Occupation Military Qccupation of one country by another results in the loss Economic dependence
of sovereignty. on stronger states.
A protectorate is a form of dependency in which one state (the Changes in social and_ cultural
Protectorates metropolis) takes another, less developed state (the protectorate) under values and loss of national
its protection. In this arrangement, the metropolis typically exerts identity
significant influence over the internal politics of the protectorate.
Countries that have significant economic dependence on other states | Political instability
. may lose part of their sovereignty. For example, countries with and social conflicts.
Economic . .
dependence substanpal exterpal debt. may bg forcgq to cgmply Wlth the demands
of creditors, which restricts their flexibility in making economic
decisions.
Large states can exert political pressure on smaller countries, External control that restricts
Political pressure |compelling them to make decisions that align with the interests opportunities for economic
of the more influential players. development and modernization

Source: formulated by the author based on [3—4, 6-7]

inefficient use of funds, and corruption are elements that
hinder economic growth, entrepreneurial development,
and investment attraction.

5. Development of the financial sector. Specifically,
limitations in financial instruments and services reduce
financing for the economy.

6. Resilience to external shocks. The inability of the
economy to withstand negative external impacts makes
it vulnerable to global financial crises, fluctuations in
commodity prices, and other factors.

Considering the above points, countries worldwide
must focus on significantly reducing budget deficits
and improving national financial security. This is
because improving financial security creates a favorable
environment for investment and entrepreneurship (which
promotes economic growth) and enables the provision of
social guarantees for the population [6—7]. For example,
the Baltic countries faced serious economic challenges

after regaining independence, including high inflation and
budget deficits. The successful implementation of market
reforms, stabilization of finances, and attraction of foreign
investment enabled these countries to overcome economic
difficulties and achieve growth, facilitating their integration
into the EU.

Moreover, countries with high levels of financial
security are politically stable and have a better reputation
on the international stage, which facilitates their ability
to attract investment and secure international aid [3].
For example, Scandinavian countries are known for their
political stability, high standard of living, and developed
economies. They are examples of countries with high
financial security and a strong international reputation.
At the same time, the BRICS countries (excluding China)
are large economies with significant potential, however,
political instability hinders their economic development
and restricts their access to international financial markets.
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We emphasize the importance of innovations and
technologies in reducing the budget deficit and improving
a country's financial security, as these elements are
closely related and interact with each other. We stress that
innovations and technology implementation is a complex
and multifaceted process that requires enthusiasm, clear
planning, and effective management. Without a clear
understanding of goals and priorities, innovations may
develop chaotically and fail to deliver the expected
results [7].

Specifically, the managed implementation of
innovations and technologies in the economy should
contribute to [5-6]: improving the efficiency of public
administration; increasing tax revenues; creating new
sources of income; reducing government management
costs. For this to happen, new technologies and innovations
must be seamlessly integrated into the existing economic
system, rather than opposing it.

Improving the efficiency of public administration
involves a set of measures aimed at optimizing the
operation of government agencies, enhancing the quality
of public services, and ensuring effective use of state
resources. This improvement can be achieved through
digital transformation and increased transparency and
openness of data (see Table 3).

Effective public administration in the context of this
study refers to optimized workflows, high-quality public
services, and the efficient utilization of public resources.

Increasing tax revenues refers to the process of growing
the amount of funds that the state receives from taxpayers
as a result of the active implementation of blockchain
technology and big data analytics in the financial sphere
(Table 4). It is important to note that this increase is
achieved without raising tax rates.

While focusing on the identified directions for
increasing tax revenue, it should be taken into account that
this requires significant investments and time. Additionally,
it is necessary to ensure the protection of personal data and
cybersecurity [2].

Creating new revenue streams is identifying and
developing additional ways to generate financial resources
for individuals, businesses, or governments. This can
involve the growth of the digital economy as well as the
sale of state assets (Table 5). It is important to note that the
development of the digital economy and the sale of state
assets are two promising directions that can contribute
to economic growth, enhance the well-being of the
population, and strengthen the state [4].

Reducing government administration costs is the
process of optimizing budget expenditures aimed at

Table 3

Content of improving public administration efficiency through digital transformation
and increased transparency and openness of data

Direction Digital transformation Transparency and Openness of Data | Developing advantages
Content The shift to e-governance, the use The publication of open data promotes Cost savings o
. . of cloud technologies, and artificial . Improvement of citizens
of improving . . . greater transparency in the use of . .
. intelligence for data analysis allows . quality of life
public N budgetary funds, engages the public .
.. . for the optimization of processes, . . . Increase in trust
administration . : . in oversight, and stimulates the .
. reduction of bureaucratic barriers, . . . in the government
efficiency . development of innovative solutions. > .
and cost savings Attractiveness to investors

Source: formulated by the author based on [1; 3; 7]

Table 4

The overall impact of implementing blockchain and big data analytics
in the financial sector is an increase in tax revenue

of tax processes

for automated tax calculations
and payments.

Direction Blockchain technology Big data analytics Developing advantages
Creating an immutable record | Analyzing large datasets of financial
Transparency of all financial transactions transactions allows Increasing the transparency
and transaction |on a blockchain prevents data | for the identification of of financial transactions, making
traceability manipulation and income discrepancies and suspicious tax evasion more difficult.
concealment. transactions.
Automation Creating smart contracts gtglgéilﬁil ??gfiﬁ: ;ﬁ?&g%e d Reducing administrative burden

classification and processing of tax
returns.

and minimizing errors in tax
calculations.

Optimization
of the tax system

Creating transparent
and efficient tax systems that
foster investment.

Analyzing data on economic activity
allows for the identification of
optimal tax rates and the structure
of the tax system.

Increasing a country's investment
attractiveness and improving the
efficiency of public spending.

Creating transparent

of digital assets.

Analyzing data on consumption
and household income to detect

Combating cryptocurrency exchange
the shadow yp yexchange

systems and tracking the origin |. X
economy illegal income

Reducing the size of the shadow
economy and increasing tax
revenue from the informal sector.

Source: formulated by the author based on [2; 5-6]
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Table 5

Overall, the creation of new revenue streams involves both expanding the digital economy
and selling off state-owned assets

L Development .
Direction velop Sale of state assets Developing advantages
of the digital economy
. Promoting the development and Privatization of state enterprises, .
Increasing S . . . . Increasing state revenues,
commercialization of digital goods | sale of real estate, licensing of -
revenue : . boosting corporate profits
and services, data sales, micro tasks | natural resources
Reducin Economic diversification, reducin . . . . o
. g ’, € | Reduction of public debt, Enhancing economic resilience
reliance dependence on raw material exports, - O . .
s . decrease in costs for maintaining | to external shocks, improving
on traditional  |reducing dependence on budget . . . o :
sources funds inefficient enterprises resource utilization efficiency

Investment in innovations, research

Funding new | development, and creation

Funding infrastructure projects,
social programs, reducing the

Accelerating technological
development, improving quality

ecosystem

projects of new technologies in business budget deficit of life
. . . Increasing asset management Increasing the country's
Enhancing competitiveness, creating efficiency, attracting private investment attractiveness
Other benefits | new jobs, developing an innovation Y &P ’

investment, enhancing
transparency

enhancing the efficiency
of public resource utilization

Source: formulated by the author based on [2; 4, 6-7]

enhancing the efficiency of government operations and
decreasing the financial burden on citizens [5].

In the context of this research, it involves efforts to
make the state more economical and efficient through
the optimization of government procurement and
improvements in energy efficiency (Table 6).

Optimization of public procurement and energy
efficiency are crucial tools for reducing government
administrative costs [5]. These measures lead to cost
savings, improved transparency, efficiency in government
operations, and support economic development and
environmental preservation.

It is undeniable that new technologies and innovations
are fundamental to strengthening a country's financial
security; however, their effectiveness directly depends on
clear strategic planning and effective management.

Conclusions. The study emphasizes the importance of
innovations and technologies in reducing budget deficits
and improving national financial security, highlighting how

these elements are closely interconnected and mutually
reinforcing. The following conclusions were drawn:

1. Managed implementation of innovations and
technologies in the economy is strategically important
for modern states. It not only contributes to improving
the efficiency of government management, increasing tax
revenues, and creating new sources of income but also
helps reduce the costs of public administration. However,
to achieve the maximum effect, particularly concerning the
parameters of national financial security, technologies, and
innovations must be seamlessly integrated into the existing
economic system. Only with harmonious interaction
with traditional sectors of the economy can innovations
become a powerful driver of economic growth and
improvement in the population's well-being.

2. New technologies and innovations are fundamental
to enhancing a country's financial security; however, their
effectiveness depends on clear strategic planning and
effective management. To reduce the budget deficit and

Table 6

General concept of reducing public administration costs through the optimization of public procurement
and energy efficiency

Optimization of government

Direction
procurement

Energy efficiency Developing advantages

Adjustment
of budget revenues
for other areas

Conducting competitive bidding,
utilizing E-procurement, establishing
Long-term contracts

Implementation of energy-
efficient technologies,
utilization of renewable energy
sources

Freeing up funds for financing
social programs, infrastructure
projects, and scientific research

Reduction of costs for maintaining
the government apparatus,
optimization of the tax system

Adjustment
of tax burden

Reduction of utility costs
for residents and businesses

Reduction of tax burden
on citizens and businesses,
stimulating economic growth

Publication of procurement
information, use of electronic
accounting systems, conducting
audits

Enhancement
of transparency
and accountability

Publication of energy
consumption information,
implementation of energy
passports for buildings

Increasing public trust
in government agencies,
preventing corruption

Decreasing opportunities for
corruption in procurement processes,
strengthening control over the use of
budget funds

Reduction
of corruption

Reduction of opportunities for
corruption in the procurement
of energy-efficient equipment

Creating transparent decision-
making mechanisms,
enhancing accountability

of officials

Source: formulated by the author based on [3; 5; 7]
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enhance financial security, these components must target
specific sectors of the economy and public administration,
focusing on generating additional revenue and optimizing
expenses.

3. New technologies and innovations should not merely
be "layered" onto the existing economic system but should

addressing its weaknesses. To achieve this goal, we should
gradually implement new technologies and innovations,
beginning with small pilot projects.

Future research prospects involve developing a
methodology for quantitatively assessing the impact of
innovations on budget deficits, tax revenues, and other

become an integral part of it, enhancing its strengths and  macroeconomic indicators.
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