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STRATEGY OF PROTECTION OF FINANCIAL SECURITY
OF JOINT STOCK COMPANIES

strategic plan.

In the article features of strategy of protection of financial safety of joint-stock companies
are considered. The author examines the features and corresponding gaps that need to be
improved in legislation on the effectiveness of financial protection of shareholders’ rights,
as this is quite an important argument for reproducing innovations in Ukrainian legislation.
As a consequence, conclusions were formulated on the improvement of the legal system for
the protection of financial and legal security. The need to systematize the strategy of legal
planning of the system of ensuring the financial safety of joint-stock companies is updated.
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1. Introduction

In conditions of growing openness and consistent inter-
national integration, ensuring financial security is an urgent
task. This is due to the influence of the external environment,
which today is characterized by the elements of deepening
the financial crisis and internal environment, in particular,
by increased competition and business consolidation. The
authority of the above-mentioned act causes the emergence
of threats that prevent the process of implementing strategic
directions for the development of joint-stock companies in
terms of profitability and risk minimization.

The vector state of the organizational and legal framework
of Ukraine, in which the financial and economic activities of
joint-stock companies are applied (hereinafter referred to as
the JSC), is to a certain extent an open and efficient market
system where the entire range of legislative decisions accu-
mulated by developed foreign states is used.

The strategy of global factors for the financial security of
domestic JSC is observed through the activities of transnation-
al banks and corporations, the creation of new investment op-
portunities, and in turn, the existence of potential threats. The
materials and methods of these reflections make it possible to
see that the implementation of the defense system is not reli-
able enough, and in some cases, unpredictable or unexpected.

The problems of ensuring financial security of JSC
were investigated by such domestic scientists, in par-
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ticular:  N.M. Davidenko, V.I. Franchuk, [P. Shulga. A significant contribu-
tion to the development of theoretical aspects of financial security of individu-
al business entities was also carried out by such scientists as A.l. Baranovskii,
S.S. Varnaliy, V.M. Geets, A.V. Gukova, N.V Duleba, A.A. Epifanov, M.M Ermoshenko,
S.A. Koblya, V.I. Kutzik, R.S. Papekhin, A.I. Sukhorukov, V.T. Shlemko and others.

The purpose of the article is to analyze features and identify the corresponding gaps
that need to be improved and/or corrected, as the effectiveness of protection of manage-
ment and ensuring shareholders’ rights becomes an important argument for the reproduc-
tion of innovations in the legislation of Ukraine. That is why JSC will have an opportu-
nity to attract resources if those who provide them will be sure that their rights are surely
guaranteed, and in case of violation, their maximum legal protection is possible.

2. The legal etymology of the financial security strategy

The legal sequence of actions aimed at achieving certain long-term goals and solving
current tasks in joint-stock companies that arise in the process of obtaining them under
the influence of the external environment, using the existing opportunities, reveals the
very concept and meaning of the word “legal strategy”.

That is, the strategy, as a result of managerial activity, must correspond to the signs of
planning, an informed target direction, orientation to a long-term perspective. Of course,
the planned legal nature of the strategy system is justified in the dialectical combination of
the organization, as an element of the strategic process and as a result of the design process.

First of all, an understanding of legal strategy provides for the scope of efforts to
achieve the goal. Usually, the competitive strategy of the JSC is aimed at implementing
significant changes and/or its competitive position in the legal aspect.

Investigating the evolutionary aspect of the essence of the concept of “financial se-
curity of the JSC” is a multifaceted aspect of the formation of security features and pres-
ervation in the current conditions of development of the Ukrainian economy in general
and the financial system in particular.

So, as you know, financial security is one of the most important components of the ele-
ments. Legal financial security is an indispensable attribute of achieving not only sustain-
able financial and economic development of enterprises, but also ensuring the sustainable
development of the national economy. Providing reliable legal protection of material and
financial resources, creating a legislative and regulatory basis for the operation of the JSC,
the state ensures the growth of the legal level of financial security of the national economy
in general and the financial system in particular. This increases the legal financial capac-
ity of the state and forms legal preconditions for the sustainable development of society
through cultural, defense, information, educational, medical and other components.

Thus, the legal financial security of the joint-stock company is a whole complex and
affects practically all the functional areas of the JSC’s activities, and when assessing the
legal financial security, a number of provisions of the evaluation overlap with certain
activities of the JSC, this concerns, first of all, the formulation of the strategic interests
of the society itself and their quantitative interpretation.

3. Mechanism of protection of financial security of JSC

Providing financial security for JSC is one of the main and priority tasks, leading to
all structural units and all employees of the JSC, and next to the task of increasing profits
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and improving the well-being of shareholders. Effective protection is provided only in
case of the combined efforts of management, the work collective and the shareholders
themselves.

Headliner for today (from English headline — “the author of headings”, the hero of
headlines, the high spot “the leading executor”), for example, it is possible to result in-
crease in requirements to business transparency, where the keynote is the requirement to
PJSC (Public Joint Stock Company) to create the most transparent and, which is no less
important, a balanced system of decision-making within the company and to disclose
almost all the essential information about the company to its stakeholders (the Law of
Ukraine “On Amending Certain Legislative Acts of Ukraine on simplifying the conduct
of business and holding investment by securities issuers”, 2017). The law solves the
problem of distribution of joint-stock companies in Ukraine to public and private ones on
formal grounds, eliminates imbalances in legislation and introduces European principles
in the definition and regulation of public companies.

According to the representatives of the National Securities and Stock Market Com-
mission, absolute transparency of public companies is a payment of such companies for
the possibility of attracting cheap financial resources, where PJSC can get through enter-
ing the capital market (Public and private joint-stock companies, 2018).

However, the definition of financial security of JSC is associated with certain diffi-
culties.

First, the available studies of the theoretical and legal aspects of financial security are
not unambiguous and differ in their results.

Secondly, the theoretical approaches to the content filling of the financial security
category of business entities are not always considered and suggested by researchers and
practitioners, they can not always take into account such features of their functioning as:
the form of ownership, the organizational and legal form, the scale of the enterprise’s
activities, and the like.

Thirdly, an extremely complex aspect is the ability of JSCs to quickly adapt to new
business conditions, caused by the impact of threats, and to maintain the necessary level
of their financial security.

Consequently, the above-mentioned aspects call for further research into the develop-
ment of the financial safety category of the JSC.

Application of legal financial security JSC is one of the necessary conditions for
its stable and efficient financial and economic activities, to ensure that the company
achieves its strategic goals. At the same time, negative changes in the state of the econ-
omy as a whole do not provide societies with sustainable economic growth and their ex-
panded reproduction. The presence in the JSC of opportunities to resist and minimize the
negative impact of factors on the performance of enterprises, is reflected in the formation
of a legal system for their financial security.

Legal financial security of each business entity faces certain threats. Threats, as a
rule, are understood as causes and conditions that create a danger to the interests of the
enterprise.

It is important to know that the accuracy of each legal assessment model depends
on the reliability of the information on which the model is built. Each valuation cost is
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unique. Some types of information become more or less important, depending on the
growth phase of the JSC, the industry to which it belongs, and the overall perspective.

For example, in general, both analysts and fund managers in the UAE use accounting
information with reference to its reliability and significance, and they greatly reduce
information that matters but whose payback is uncertain (for example, research and de-
velopment). The quality of management and the sustainability of efficiency are highly
valued by both analysts and fund managers in the UAE. This is due to the fact that man-
agement has the ability to influence future performance, and this ability can be noted and
also evaluated (D’ Amato, Gallo, 2017).

As for the Kazakhstani innovation, this has become an urgent problem for the last
20 years. Therefore, the country is a far-sighted way of developing innovation infra-
structure and its promotion among various companies. A general study showed that com-
panies perceive innovation as modernization and reconstruction. For example, in the
report of JSC “NSC” Kazatomprom it was noted: “Within the framework of the financial
incentive system there exists a policy of rewarding employees with innovative ideas,
exemplary performance of important tasks, continuous and impeccable work and other
merits — implemented” (Mukhtarova, Yesbolganova, 2018).

In the conditions of the budget deficit and the reform of the public administration
system in accordance with the requirements of the legislation, the study of national pro-
jects based on foreign experience acquires particular urgency. So, in Ukraine there was
a catalog of Ukrainian investors in startups, where the association UVCA (Ukrainian
Association of Venture Capital and Private Capital) collected data on active investors of
Ukraine in a single catalog of Investors Book, thanks to which there is information about
venture funds, accelerators and incubators, private equity funds and other participants
of the investment market. The catalog allows you to find out the names of the funds
with their contact details, find portfolio companies, criteria for selecting start-ups, the
investment strategy in full, the average volume of the round (The most active Ukrainian
investors in startups, 2017).

The financial safety of the JSC should include a set of methods, levers and tools to
ensure the state of the most effective use of financial resources of the JSC, that allows
identifying and leveling the negative impact of external and internal factors affecting the
business entity to maximize welfare, protect and maintain a balance of financial interests
of founders, small shareholders and managers of corporate structures (Bilous, 2017).

First of all, the legal strategy - takes into account changes in the external environ-
ment, which can affect the level of achievement of the set goals and provide an early
and adequate response when using all available resources. It combines deliberate and
purposeful actions and legal measures taken in case of unforeseen developments in the
JSC. New forms of financial and legal relations arising between subjects and objects of
financial security of joint-stock companies, should be evaluated for their safety.

Undoubtedly, a significant step was taken with the adoption of the Law of Ukraine
“On Amendments to Certain Legislative Acts of Ukraine Concerning Enhancing the
Level of Corporate Governance in Joint-Stock Companies”. The law introduced an in-
stitution such as squeeze-out and sell-out. Sell-out will allow minority shareholders to
demand from the shareholder — the owner of 95% of the company’s shares to acquire
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at a fair price the shares that belong to them. With the help of this mechanism, minority
shareholders will be able to avoid losses from owning small packages of securities (On
amendments to certain legislative acts of Ukraine on increasing the level of corporate
governance in joint-stock companies. Law of Ukraine, 2017).

Effective counteraction to threats to the economic security of the state is possible
only if the system of timely detection and elimination of systemic threats in public fi-
nance is established and prevented in the future. It was with this goal in mind that the
bill “On the National Bureau of Financial Security of Ukraine” was registered in the
parliament (Draft Law on the National Bureau of Financial Security of Ukraine, 2018).

The task of the bill is to create a single law enforcement agency, to which the crimes
in the field of public finances will belong, and which will carry out its activities on a
conceptually new basis — the ILP (Intelligence Led Policing) model — an organization of
law enforcement activity, managed by analysts.

Ukraine, having signed the Association Agreement with the European Union, has
undertaken to bring its legislation in line with EU standards, as well as to take measures
to improve the investment climate.

It will be really interesting in the system of financial protection of AT, buying and
selling Ukrainian shares. In any case, it will be possible to buy securities on Western
European exchanges, although taxes will have to be paid in Ukraine from the income
received from securities transactions in the EU countries. It is suggested that the asso-
ciation will make it possible to simplify the flow of capital from Ukraine to the EU and
back. This should stimulate the flow of real foreign investment from the EU countries
(Concerning the Temporary Application of an International Contract, 2015).

4. Conclusions

Protecting the rights of shareholders is the main and necessary condition for attract-
ing capital. Now, the JSC are in the stage of updating production and entering new mar-
kets. Acceleration and complications of changes in the business environment is a charac-
teristic feature of most modern markets.

Each strategy, which has passed to the implementation stage, requires constant ad-
justments and clarifications of the direction of the enterprise, ways to acquire and realize
competitive advantages, the intensity and volume of strategic changes, and the like. It is
clear that the form of such a strategy can not remain unchanged. This is a permanent pro-
cess that can be completed only if a decision is made about the inexpediency of further
development within the framework of the current strategy.

Analyzing the problematic aspects of the financial and legal security of the JSC,
one should agree with the approaches that such threats are: unfavorable macroeconomic
conditions: government crises; instability of the regulatory framework; tax, credit and
insurance policies; inflation rate and inflation forecast; instability of the monetary policy
of the state; lack of funds for investing in the region, low level of investment activity;
adverse credit conditions for enterprises, changes in interest rates on loans; unfair com-
petition in the market; the spread of criminal and financial crimes in the financial and
credit sphere.

At the same time, this logic leads to the conclusion that the presence of threats can
not always be interpreted as a negative moment for JSC’s financial security, but on the
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contrary, the presence of certain threats can be an incentive for increasing the efficiency
of financial and economic activity, while at the same time it will ensure growth level
of financial security of corporate structures. At the heart of the synergetic effect in the
process of ensuring the financial security of the JSC will be various factors that can con-
tribute to maximizing (minimizing) the market value of the JSC as the ultimate goal of
ensuring their financial and legal security.

Conceptually, the formation of an effective system for protecting the financial secu-
rity of joint-stock companies should be based on the creation of integrated monitoring,
that is, a multi-level and full-scale system for monitoring the dynamics of all major eco-
nomic and legal processes in the country. The obvious difficulty is the development of
precise criteria and levels of financial security.

Implementation of the legal strategy for protecting the financial security of joint-
stock companies is impossible without the use of tactics and operational actions, whereas
without a pre-selected strategy, tactics and operational actions can not ensure the stable
operation of the object of management in the future. The existence of tactics, operational
actions and strategy allows us to distinguish tactical, operational and strategic manage-
ment. Therefore, the application of the planned strategy will give impetus to the new
level of development of the JSC, will affect the financial and legal climate in Ukraine.
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