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Urgency of the research. Today, humanity faces the
challenge of hybrid wars - not only military aggression, but
also the confrontation of financial systems. Russia's ag-
gression against Ukraine is a starting point for the for-
mation of the hybrid universe and violates the financial and
territorial stability, causing devastating consequences for
the economy.

Target setting. On the eve of the developmen of the
hybrid war, Ukraine was on the brink of a deep economic
crisis, and defense financing was carried out on the
principle of minimum sufficiency.

Actual scientific researches and issues analysis. In
general, studies of "hybrid wars", or as they are also called
"transformational wars", "mixed wars", "multidimensional
wars", "unconventional wars", "non-standard wars", were
engaged by such Ukrainian and foreign scholars as
Antonov A., Gilov A. ("multidimensional or hybrid war"),
Glen R. ("hybrid conflict", "hybrid war"), Golovchenko V.,
Gorbulin V., Doroshko M., lllarionov A. (“unconventional
war ","non-standard war"), Klymenko S., Kreveld M.,
Magda E. (“transformational war "), Surkov V. ("nonlinear
war"), Hoffman F. ("mixed war") and others.

Uninvestigated parts of general matters defining.
The essence of the modern interstate confrontation, its
financial prerequisite for achievement of the corresponding
political and economic goals goals is insufficiently research.

The research objective. Temporal occupation by
Russia of part of the territory of Ukraine and the
destruction of the system of world and regional security,
the principles of the international law, led to the revision
and clarification of the doctrinal provisions regarding to the
formation and implementation of the national security
policy of Ukraine and the amount of defense financing in
accordance with the new Military Doctrine.

The statement of basic materials. The necessity of a
rapid increase in defense expenditures through the
Russian hybrid war against Ukraine in order to maintain
real independence and not to become a de facto Russian
satellite.

Conclusions. The state of the national economy is
one of the determining factors on which the amount of
defense financing depends. The lack of readiness of the
Armed Forces in the beginning of the hybrid war to resist
the enemy is a result of chronic underfunding for decades.

Keywords: hybrid wars; transformational wars; mixed
wars, multidimensional wars, unconventional wars; non-
standard wars; network-centric wars, armed conflict;
defense financing; military doctrines; national security.
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®IHAHCOBI NEPEAYMOBMU
TA OUIHKA ®IHAHCYBAHHA OBOPOHU
B YMOBAX POCINCbKO-YKPAIHCbKOI
rMsPUOHOI BINHU

AkmyanbHicmb memu 0ocnidxeHHsi. Cbo200Hi n100-
cmeo cmoimb neped SUKIIUKOM 2i6pUOHUX GilIH - He nuwe
silicbkkogux azpeciti, a U npomucmosiHb (biHaHCoO8UX cucC-
mem. Aepecis Pocii npomu YkpaiHu € moukoro 8idniky 0ns
opmysaHHs1 2i6pudHoeo ceimoycmporo i nopywye ciHaH-
co80-mepumopiarnbHy cmabifibHiCMb, CrPUYUHAE PYyUHIGHI
Hacioku 05151 eKOHOMIKU.

lMocmaHoeka npobnemu. HanepedodHi po3zopmaHHs
2i6puUBHOI 8iliIHU YKpaiHa onuHunacsi Ha Kpar 21uboKoi eko-
HOMIYHOI Kpu3u, a ¢hiHaHcysaHHs1 060poHU 3dilicHIo8anocs
3a MPUHUUNOM MiHiMarbHOi docmamHocmi.

AHani3z ocmaHHix docnidxeHb ma ny6nikayii. [oc-
nioxeHHsIMU "2i6pudHUX 8ilH", abo fAK iX we Ha3usaromb
"mpaHcgbopmayitiHux eitiH", "3miwaHux eiliH", "6azamosumi-
PHUX BIlH", "HEKOHBEHUiUHUX 8iliIH", "HecmaHdapmHux 8iliH",
3almanucsa maki eim4yu3HsaHi ma 3apybixHi 84eHi ik AHmMo-
Hos A., inbos A. ("6acamosumipHa 4u 2ibpudHa eiliHa"),
neH P. ("eibpudruti koHgnikm", "2i6pudHa eitiHa"), [onos-
yeHko B., lNopbynin B., [Jopowko M., InnapioHos A. ("HeKoH-
8eHUjliHa eiliHa", "HecmaHOapmHa eiliHa"), Knumenko C.,
Kpesenbd M., Maeda €. ("mpaHcehopmavyitiHa sitiHa"), Cyp-
koe B. ("HeniHitHa sitiHa"), XogppmaH @. ("smiwaHa esiliHa")
ma iHWi.

BudineHHs1 HedocnideHUX 4YacmuH 3a2asibHol Mnpo-
6nemu. HedocmamHbo QOCTIOXEHO CYMHICMb  Cy4YacHO20
MIXKOEPKagHO20 MPOMUCMOsIHHSI, Lio2o hiHaHco8UX nepedymos
Onsi ocsieHeHHs1 8IONMOBIOHUX MOIMUKO-EeKOHOMIYHUX yjned.

lMocmaHoeka 3aedaHHs1. Tumyacosea okynauyisi Pocieto
yacmuHu mepumopii YkpaiHu ma pyliHysaHHs cucmemu
c8imosoi ma HauioHanbHOI 6e3neku, MpuHYUMnie MiXHapoo-
HO20 fpasa, 3yMosusu rnepeansid ma ymoYyHEeHHs1 OOKmpu-
HalnbHUX MOMI0XeHb W000 hopMysaHHs1 ma pearnisauji nori-
muku HauioHanbHoi 6e3neku YkpaiHu ma obcsieig ¢hiHaHcy-
8aHHs1 060poHU 8i0Noe8iOHO Ao HO80I BOEHHOI OOKMPUHU.

Buknad ocHoeHoz2o mamepiany. O6rpyHmosyemscsi
HeobXiOHicmb WeUOK020 Hapouw,eHHs 060POHHUX sudamkie
yepes 2ibpudHy sitiHy P® npomu YkpaiHu, wob 36epeamu
pearibHy He3anexHicmb ma He rnepemeopumucs Ha ¢hak-
MUYHO20 pocilicbko2o cameriima.

BucHoeku. CmaH HauioHanbHOI eKOHOMIKU € OOHUM i3
8U3HaYanbHUX YUHHUKI8 8i0 sIKo2o 3anexumb obcsie ¢hiHaH-
cysaHHs1 obopoHu. HeezomosHicmb 3CY Ha nodamky eibpud-
HOI' 8ilIHU MPOMUCMOSMU 80PO208i - Pe3yrbmam XPOHIYHO-
20 HedoghiHaHCy8aHHs1 Mpomsi2oM 0ecsimupiy.

Knrouoei cnoea: 2ibpudHa siliHa, mpaHcgopmauiltiHa
giliHa; 3MiwaHa siliHa; 6aezamosuMipHa 8iliHa; HEKOHBEHUli-
Ha eiliHa; HecmaHOapmHa eiliHa, Mepexeeo-ueHmpuyHa
giliHa, 36polHuUll KOHGIIKM, hiHaHCy8aHHS 0BOPOHU; 80EH-
Ha 0oKmpuHa;HayjoHanbHa besrneka.
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Urgency of the research. Today, humanity faces the challenge of hybrid wars - not only military
aggression, but also the confrontation of financial systems. Russia's aggression against Ukraine and
earlier against Georgia, the 90's in South Ossetia and Abkhazia, in August 2008, the Russian-
Georgian war is a starting point for the formation of the hybrid universe and violates the financial and
territorial stability, causing devastating consequences for the economy.

Target setting. On the eve of the developmen of the hybrid war, Ukraine was on the brink of a
deep economic crisis, and defense financing was carried out on the principle of minimum sufficiency
(sometimes less than 1% of GDP), that is, in general, it was clearly insufficient. World practice has
been proved, if the annual defense spending is less than 1% of GDP, then it leads to the loss of the
country's defense capability and the emergence of threats to national security.

Actual scientific researches and issues analysis. In general, theoretical and practical studies of
"hybrid wars", or as they are also called "transformational wars", "mixed wars", "multidimensional
wars", "unconventional wars", "non-standard wars", were engaged by such Ukrainian and foreign
scholars as Antonov A. , Gilov A. ("multidimensional or hybrid war"), Glen R. ("hybrid risk", "hybrid
conflict”, "hybrid war"), Golovchenko V., Gorbulin V., Doroshko M., lllarionov A. ("unconventional war",
"non-standard war"), Klymenko S., Kreveld M., Magda E. ("transformational war "), Surkov V.
("nonlinear war"), Hoffman F. ("mixed war") and others. Since 2014, the number of publications on
hybrid wars has increased dramatically.

Uninvestigated parts of general matters defining. Scientific researches of this problem are
characterized by insufficient research of the essence of the modern interstate confrontation of the
beginning of the XXI century, its financial prerequisite, new forms and methods of struggle between
the states for achievement of the corresponding political and economic goals and the solution of
interstate contradictions - such conflicts that are called in the modern world terminological field "hybrid
wars".

The research objective. Temporal occupation by the Russian Federation of part of the territory of
Ukraine - the Autonomous Republic of Crimea and the city of Sevastopol (February-March 2014), the
provocation of Russia's armed conflict in the mainland of Eastern Ukraine (April 2014) and the de-
struction of the system of world and regional security, the principles of the international law, led to the
revision and clarification of the doctrinal provisions regarding to the formation and implementation of
the national security policy of and the amount of defense financing in accordance with the new Military
Doctrine. It is impossible to achieve the necessary level of state security due to insufficient financing of
defense needs. But the problem lies not only in increasing funding, but also in the need to determine
the optimal cost structure in line with national priorities in the field of national security.

The statement of basic materials. Today Ukraine is at the undeclared war with Russia. Russia
calls into question our statehood and seeks to revise our status quo, since the independence of
Ukraine as a result of the collapse of the USSR from the outset was considered and determined by the
Russian elite as a shameful historical misunderstanding, which should be corrected as soon as possi-
ble. According to Putin's definition, the collapse of the USSR is "the greatest geopolitical catastrophe
of the twentieth century." And sociological surveys, conducted in January 2016, show that 64% of
Russians support aggression against Ukraine [1].

At the beginning of the 21st century a new kind of global confrontation emerges in a modern
destabilized international security environment. In place of the classical forms of armed struggle, the
so-called "hybrid wars", which are not a return to the Cold War, came to replace it in the form of chains
of hot conflicts, they are of a hidden nature and are carried out, mainly in the political, economic,
informational and other areas. At the same time, to solve the individual problems, the armed forces
are involved in a limited scale. Therefore, today, in the conditions of military aggression of Russia,
there is a demand to protect the state independence and territorial integrity of our state as a full-
fledged subject of international relations and to increase in the amount of defense financing.

"Hybrid wars" are the latest wars, the fourth generation of wars that are inherent in the 21st
century, a complicated and unstable form of relations in the international arena. Military theorists
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believe that after the end of the Thirty Years War (1618-1648) several generations of wars have
changed. [2, p. 10]. Under the general name of the fourth generation of war, a number of applied theo-
ries, including the network-centric and hybrid wars, arose. These wars are asymmetric and are divided
into the following types: regular (network-centric), irregular (partisan war, rebel war, criminal war, war
on terror), non-war (economic war, political war, cyberwar), compilation, hybrid [3, p. 27].

Experts consider modern wars as a kind of broader concept - an "armed conflict" (armed conflict),
which involves two compulsory components: the presence of organized armed contingents and en-
gagement in combat operations of a certain intensity. In addition, following the rules of international law
after 1945, the fact of the declaration of war is not decisive for the fact that a war or an international con-
flict exist de jure. Therefore, Article 2 of the Geneva Conventions of 1949 states that their provisions
apply also in cases of undeclared war (armed conflict, partial occupation of the territory, etc.) [4].

The official definition of the term "hybrid war" is absent in any international legal instruments, as
well as in military doctrines of certain states (USA, Russia, Ukraine). International law experts, political
leaders of other states, and employees of the international organizations also do not use these
concepts.

In professional publications, various terms are used to find out the essence of the war of the new
generation, but the most commonly used is the "hybrid war" (hybrid war) - the combination of
traditional and non-traditional forms of warfare when the aggressor wants to combine them into a
shock combination to destroy the enemy's security system through the use of classical armed forces,
sabotage groups, illegal armed groups in parallel with the organization of civil protests under the
influence of information and propaganda tools supplemented by hacker attacks to enemy information
systems [2, p. 13].

At the beginning of the hybrid war of the Russian Federation in Ukraine, the inefficient economy,
the unreformed financial system, populism in the field of public finances, corruption and the high level
of economic shadowing were maintained, which became the internal stimulus of the aggressor.
Therefore, among the main financial prerequisites for the aggressor of the "hybrid war" are:

Table 1
The main financial prerequisites for the "hybrid war" of Russia against Ukraine

Ne | Financial prerequisites Essence

1 2 3

1. | Chronic fiscal deficit | Excessive macroeconomic indicators of economic and social development, a
and an increase in the | high proportion of social expenditures and retirement expenditures with a low
‘hidden’ budget deficit level of capital expenditures.

Increase in the cost of imported Russian natural gas, the problems of the CEN,
pre-paid taxes, the imbalance of local budgets, and the Pension Fund's deficit.

2. | High level of taxes Salary shadowing, dependence of the Pension Fund's balance and local
budgets on transfers from the state budget.

3. | The use of methods of | Diligent taxpayers are forced to pay taxes in advance for future tax periods,
punitive and repressive | spreading raids, which worsened the already changing investment climate in the
tax control state.

4. | Maintenance of the | In the context of the monetary and financial crisis since the end of 2008 and
NBU artificially fixed | the forced devaluation of the hryvnia exchange rate, the NBU provided an
rate of hryvnia artificial support at the rate of about 8 UAH / USD, which limited the export

potential of the economy, stimulated cheap imports and depressed its own
production. The logical consequence is the loss of international reserves.

5. | Weak banking system The total number of working banks during 2008-2012 was between 175 and
184 units, while most of them remained problematic, loss-making, undocapital-
ized, "circuit" and "pocket". After the global financial and financial crisis of
2008, there was no real "recovery" of the banking system: the dubious quality
of the bank's loan portfolio, the high dependence of banks on foreign currency
loans and deposits, high levels of foreign capital presence in the banking
system, the number of operating branches (a significant number of them loss-
making) significantly exceeded the real needs of the economy and consumers.

Cheberyako O. V., Varnalii Z. S. Financial prerequisites and assessment of
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Continuation of Table 1

1 2 3

6. | The presence of | Until now (as of the end of 2016) four subsidiary banks of Russian state banks
Russian capital in the | operate in Ukraine: Prominvestbank, VTB Bank, Sberbank and BM Bank,
Ukrainian banking | which threatens the gradual loss of monetary sovereignty owing to an increase
market in the share of foreign Russian capital. Other risks include: chronic bank losses

that negatively affect the level of loss of the entire banking system, the threat of
bankruptcy, the possibility of influencing the exchange rate, through currency
speculation, additional pressure on the level of prices, the risk of capital
withdrawal abroad.

7. | Companies with | Enterprises with Russian capital are present in virtually in all types of economic
Russian capital are | activities, and therefore, they are aware of their features and problems (PJSC
among the largest | Prominvestbank, PJSC Kyivstar, PJSC MTS Ukraine, PJSC Sberbank of
taxpayers Russia, PJSC VTB Bank, etc.). In addition, they are integrated into supply

chains of goods, works and services.

8. | Close trade and | The unique approaches in the field of state regulation, in particular the
economic relations | financial relations (in the fiscal-tax sphere, the necessity for the adoption of the
between Russia and | Tax Code, the unification of four ECU contributions, such as Russia's single
Ukraine social tax, was grounded in 2011). In addition, copying other innovations did

not ensure their effectiveness and effectiveness in practice.

9. | Rapid growth of | Issued in December 2013 Eurobonds of Ukraine worth $ 3 billion
external debt ("Yanukovych's debt"), which was redeemed by the Russian state fund, is

considered as a loan, which in essence was a "bribe" to Yanukovych for
refusing Ukrainian European integration course, was not financial but political
in nature. Thus, an instrument of financial pressure was formed, the realization
of which threatened the financial security and national interests of Ukraine.

10. | Dependence on money | Relative share in the structure of remittances of individuals coming to Ukraine
transfers of individuals | from abroad, the RF in the past years ranked first, and their total volume - 4-7
from  the  Russian | billion dollars. US per annum, equal to the amount of external lending by the
Federation state in recent years.

Source: created by the authors on the basis of [3]

The Russian strategy of hybrid warfare is aimed, first of all, at the weaknesses of Ukraine, one of
which is the financing of defense, since its role is significantly increasing in times of crisis / war,
because the wars are also called war economies and the winner also has a state with more powerful
financial potential.

Financing of defense in Ukraine is carried out solely at the expense of the State Budget of Ukraine
in the amounts that are determined by the Law of Ukraine "On the State Budget of Ukraine for the
relevant year", which ensures the proper fulfilment of defense tasks, but not less than 3% of the
planned volume of GDP (Article 2 of the Law Ukraine "On the Defense of Ukraine"). Moreover,
according to the Law of Ukraine "On Amendments to Certain Legislative Acts of Ukraine on
Strengthening the Material and Financial Provision of State Defense Capacity”, the financing of the
Armed Forces of Ukraine can be carried out additionally at the expense of charitable donations of
individuals and legal entities in accordance with the procedure established by the Cabinet of Ministers
of Ukraine.

Generally, defense funding depends on the accepted military doctrine and in the world there are three
main approaches to its formation: total abandonment of military expenditures (Andorra, Costa Rica,
Grenada, Liechtenstein, Marshall Islands, one of the smallest countries in the world - Nauru, the island
country of Palau, Samoa, Solomon Islands); the creation of a mighty military superpower (USA, China,
Russia, Saudi Arabia, France, Japan, Germany, India, Brazil), defense spending on the principle of
minimum sufficiency (Ukraine before the armed aggression of the Russian Federation) [6, p.50].

The defense financing in Ukraine was carried out in accordance with the third approach before the
armed aggression of Russia, and its level was insufficient to ensure the effectiveness of the Armed
Forces, their force performance and military’s preparedness. By comparison, according to the
Stockholm International Institute for the Study of Law Problems, the total military budget of all

146
Cheberyako O. V., Varnalii Z. S. Financial prerequisites and assessment of
defense under the conditions of Russian-Ukrainian hybrid war

(@) ov-rc |



HaykoBui BicHuk MNonicca Ne 4 (12), u. 1, 2017 Scientific bulletin of Polissia Ne 4 (12), P. 1, 2017

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCIIO4APCTBOM

countries in the world in 2015 amounted to 1776 billion dollars or 2.4% of world GDP. The United
States accounted for about one third of the world's defense budget - $ 610 billion or 3.5% of the
country's GDP. In this case, for example, the defense budget of China, which ranks second position
after the United States, was $ 216 billion or 2.0% of the country's GDP [7].

The armed military aggression of the Russian Federation in the Donbass has led to the need for a
rapid increase in defense expenditures, since during the last decade their share in the budget and as
the share of GDP gradually decreased and fluctuated within 1-2% of GDP of the country, which was
critically low, and from the crisis of 2009 at the level of 1% of GDP, which led to the unpreparedness of
the Armed Forces to the acute phase of the hybrid war.

The armed military aggression of the Russian Federation in 2014 required the rapid creation of a
capable army, which, accordingly, needed financial support, that is, the sharp and rapid growth of
defense expenditures (Tab. 2).

Table 2
Dynamics of defense financing under the Consolidated Budget of Ukraine in 2011-2016
Indicator 2011 2012 2013 2014 2015 2016*
Defense expenditures in a percentage of GDP,% 1,02 1,03 1,02 1,72 2,63 2,73
Defense expenditures,% 3,18 2,94 2,93 5,23 7,65 7,28
Defense expenditures, billion UAH 13,2 14,5 14,8 27,4 52,0 61,8

Note: for 2016, the planned targets are given
Source: created by the authors on the basis of [8]

Thus, the expenditures of the Ministry of Defense of Ukraine to GDP indicate that they make up
less than 3% of GDP, although this was set at the legislative level in the New Military Doctrine. Typi-
cally, that defense spending was at the highest level of growth with the expansion of the hybrid war-
fare during 2014-2015. But when calculating in US dollars, the level of financing in 2015 is a return to
the level of 2013, after the devaluation of the national currency in 2014. This factor is negative, since
Ukraine will have to purchase a significant amount of weapons from foreign suppliers for currency.

The scale of economic threats requires the immediate solution to the problem of ensuring econom-
ic security at the national level. Despotism of economic security can lead to catastrophic consequenc-
es: the decline of the economy and the undermining of the life support system of the nation, with the
subsequent loss of sovereignty of the country. An independent and independent state is considered to
be capable of providing economic security at all levels. The so-called "passive" provision of economic
security of the state is used in Ukraine, which is based on the method of responding to the challenges,
threats and threats in case of deviation of the actual values of indicators of economic security from
their safe levels. This indicates a situational response, which enables to eliminate already existing
threats and minimize their negative impact on the system of economic security of the state [9, p.22].

The necessary level of state security can not be achieved due to the insufficient funding. But the
problem is not only the need to increase defense spending, but also to determine their optimal struc-
ture in accordance with the state priorities in the field of national security. Futhermore, another draw-
back of the defense budget of Ukraine is its structure which does not conform to the world standards:
the NATO military classical budget usually consists of three parts - personnel costs (up to 45%), op-
erating costs (25%), financing defense R & D (up to 10%) and the acquisition of new weapons and
equipment (up to 20%). In Ukraine, the maintenance of the main warehouse was spent on armed ag-
gression of Russia to 80% of the funds. These costs can rightly be called "budgeting”, since there
were no funds left for such articles as "procurement of weapons and military equipment" and "research
and development work". The risk of further escalation of the military conflict stipulate a high level of
spending, primarily in terms of monetary and logistical support.

Financial resources designed to meet military needs necessary not only to be allocated but also to
be used effectively. Therefore, defense expenditures are part of the economy that serves the
protection of the vital interests of society and they are aimed at ensuring national security for the
effective development of the economic, social and other spheres of life of the state.
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Conclusions. In general, since the second half of the 1990s, elements and technologies of hybrid
wars have been used by Russia in Transdniestria, Abkhazia, South Ossetia and Nagorny Karabakh,
as well as the United States, NATO and the EU - in Kosovo, Iraqg, Libya and Syria , and from the
beginning of the XXI century a similar scenario is actively used by Russia and Ukraine and, thus
Russia is trying to change the world system by challenging the United States, the EU and NATO. The
main objective of Russia is to deprive our state of real independence (while maintaining formal political
independence) and to include Ukraine in the sphere of Russia's steady military-political and economic
influence, that is, the actual transformation into a Russian satellite.

Russia's hybrid war implies a diverse long-term destabilization of the situation in Ukraine. Ukraine
is not a member of any military-political alliance, and the war includes armed aggression and the
pressure of a much larger and stronger state, which has its own nuclear weapons. In addition, Ukraine
is fighting the consequences of this aggression almost independently.

The state of the national economy is one of the determining factors on which the amount of
defense financing depends. The lack of readiness of the Armed Forces in the beginning of the hybrid
war to resist the enemy is a result of chronic underfunding for decades. The occupation of the
territories in the East radically changed the approach to forming of defense budget of our state, since
defense of the state is the main task that must be carried out constantly, and for this purpose it is
necessary to have systemic financial providing. Ukraine has been forced to allocate more and more
financial resources in recent years to ensure national security, territorial integrity and sovereignty. And
although the level of defense spending in developed countries is still far away, funding priorities are
gradually shifting towards the development budget.
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