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Abstract. The purpose is to determine the features of the formation and development of local budg-
ets in terms of administrative-territorial reform. Methods used in the research process: monographic,
historical, system-structural analysis and synthesis, statistical-economic and other research methods. Re-
sults. Peculiarities of formation and development of local budgets are revealed and their content and
structure are determined. The most significant problems in the field of local budget formation in Ukraine
are pointed out. The assessment and analysis of the effectiveness of the formation and directions of
development of local budgets for the period 2018-2019 are carried out. Formation and development of
local budgets in terms of administrative-territorial reform and decentralization of power should be car-
ried out in stages, purposefully and consistently. They should be based on the results of monitoring the
main indicators and indicators of the financial and economic situation. This will avoid mistakes, irra-
tional costs, so these issues remain quite controversial. The formation of local budgets and the efficient
use of their financial resources are the priorities of administrative-territorial reform and decentralization
of power in Ukraine. They should become tools that will create such conditions for transformation,
where each territory (community) will be an independent and full-fledged owner of resources for devel-
opment and growth. Independent local budgets must fully satisfy the functions and powers of local au-
thorities. Therefore, the financial decentralization of the united territorial communities is an important
lever in establishing them as independent and financially independent economic entities of the country
and its regions. Practical meaning. The article has practical significance for local governments, city and
district councils, higher education institutions. Prospects for further research. Ways of forming financial
independence of local self-government bodies in the conditions of decentralization of power and other
measures of administrative-territorial reform.
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Anomauia. Memoio cmammi € BU3HAYE€HHSI 0COGIMBOCTEN (OPMYBaHHS Ta PO3BUTKY MiCII€BUX
GIO/IKETIB B YMOBaX aiMiHiCTPaTMBHO-TepUTOpPiaIbHOI pedopmu. Memodonozia. Y gociiykeHi 3aCTo-
COBaHi 3araJbHOHAYKOBI METOIM, 30KpemMa: MOHOrpadiyHMuiA, iCTOPUIHUIA, CUCTEMHO-CTPYKTYPHOIO
aHaIi3y Ta CUHTE3Y, CTAaTUCTMKO-€KOHOMIYHI Ta iHIII MEeTOAM OOCTimKeHHs. Pesynsmamu. BusiBiieHO
0Cco6MBOCTI (hOPMYBaAHHS Ta PO3BUTKY MiCLIEBMX OIOIKETIB Ta BM3HAUEHO iX 3MICT i CTpyKTypy. Bka-
3aHO Ha HaMOUIbII CYTTEBI ITpobsieMn y cdhepi popMyBaHHS MiclieBMX OIOKeTiB B YKpaiHi. 3Mi/iICHEHO
OLIIHKY Ta aHaji3 edeKTUMBHOCTI (OPMYBAHHS M HANpSIMiB PO3BUTKY MiCHEBUX OIOIKETIB 3a Iepiof
2018-2019 pp. ®opmyBaHHS Ta PO3BUTOK MiCIIEBMX OIOKETIB B YMOBAX ITPOBEIEHHS aIMiHiICTPaTUBHO-
TepUTOPiaabHOI peopMM i1 JeleHTpadi3allil Bjaagu Ma€ 341/ICHIOBATICS IIOETAITHO, 1[iJIeCIIPIMOBAHO Ta
MOCJTiMOBHO. BOHM MaloTh criupaTucs Ha pe3y/IbTaTy MOHITOPMHIY OCHOBHMX iHAMKATOPIB i TOKAa3HMUKIB
(biHaHCOBO-eKOHOMIYHOI cuTyailii. Lle 103BOMUTD YHUKHYTM TTOMMJIOK, HepalliOHaJIbHUX BUTPAT, TOMY
Il TMTAHHS 3IUIIAIOTHCS JOCUTD AUCKYCiTHMMMU. DOpMyBaHHS MiClIeBUX OIOIKETIB Ta ePeKTUBHICTh
BUKOPUCTAHHS 1X (iHAaHCOBUX PECYPCIB € MPiOPUTETHUMM 3aBIAHHSIMMU aIMiHiCTPaTUBHO-TEPUTOPiaIb-
HOl pedopMM i OeleHTpasdi3alil Bjagu B YKpaiHi. BoHM MaioTh craTu iHCTpyMeHTaMM, SIKi CTBOPSITh
TaKi YMOBM ITepeTBOPEHD, e KOXKHA TepuTopis (Tpomana) 6yae caMOCTiMHMM i TTOBHOIIPABHUM T'OCITO-
IapeM pecypciB po3BUTKY i 3pocTaHHs. CaMOCTiliHi MiclieBi GI0/IKeTH B MTOBHiN Mipi MalOTh 3aJJ0BOJIb-
HSITV BUKOHAaHHS (DYHKIIiN Ta TOBHOBAa)KEHb MiCIIEBMX OpraHiB Bjaagu. ToMy ¢iHaHCOBA JeleHTpaTi3allis
06’emHaHMX TEPUTOPiaIbHMUX TPOMAaJ € BarOMMUM BaskeJieM B YTBEpIyKeHHi iX K CaMOCTiiHMX i ¢iHaH-
COBO He3aJIesKHMX CY6’ €KTiB eKOHOMIKM KpaiHu Ta ii perioHiB. [Ipakmuute 3HauentHs. CTaTTS Ma€ MpakK-
TUYHEe 3HAUeHHS JJIs1 OpTraHiB MiCIIeBOrO CaMOBPSIAYBAaHHS, MiChKMX Ta PAMIOHHUX paf, 3aKJafiB BUIIOI
ocBitn. Ilepcnexmuesu nodanvuuux docnidxcerns. Lnsaxu hopmyBaHHs ¢iHAHCOBOI HE3a/IEXKHOCTI opra-
HiB MiCII€EBOT'O CAMOBPSITYBaHHS B YMOBAXx AeIleHTpasTi3allil BJIaay 1 iHIIMX 3aX0/IiB afMiHiCTpaTUBHO-
TepUTOpiaabHOI pedhopMu.

Knrouoei cnoea: miciieBi 610[13keTH, agMiHiCTpaTMBHO-TepUTOpiaibHa pedopma, JelieHTpatisa-
11is, GiHAaHCOBI pecypcy, MOJATKY, MOHITOPUHT, MiCIIeEBe CAaMOBPSAYyBaHHS, TepPUTOpPiaabHI I'pomMaju,

e eKkTMBHICTb, YIIPaB/IiHHS.

Kinoxicme dxcepen: 15; kinokicme mabnuys: 0; kinekicmo pucyrkis: 0; kinekicme ¢popmyn: 0.

1. Introduction.
Local budgets have a special place in the
budget system of any country. They determine

order for local budgets to become financially
independent and efficient, it is necessary to
clearly divide competencies between central

the financial basis of local communities. In government, regional and local self-
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government bodies and gradually move to de-
centralization of state and local finances.

2. Literature review.

Research of theoretical and practical as-
pects of formation and development of budget
policy in the conditions of administrative-
territorial reform and decentralization of
power in Ukraine is devoted to scientific
works:  O. Suntsova (2009), L. Panasiuk
(2011), T. Voitovych (2012), 1. Haba (2014),
I. Irtyshchevaand and I. Kramarenko (2014),
N. Yevtushenko (2015), 1. Lintur (2015),
Y. Nabatova and T. Us (2015), M. TIhnatenko
and L. Marmul (2017), M. Stehnei, I. Ir-
tyshcheva, K. Khaustova and Y. Boiko (2017),
M. Ihnatenko (2019), O. Mandych, I. Nau-
menko and I. Romaniuk (2019) and other fa-
mous scientists. However, the establishment of
stages of their operation, major changes, justi-
fication of development prospects in the con-
text of decentralization requires further theo-
retical and practical developments.

3. Methodology.

The theoretical and methodological ba-
ses of the study are scientific works formation
of local budgets in the conditions of adminis-
trative-territorial reform. The following re-
search methods are used to achieve the purpose
of the work: monographic, historical, system-
structural analysis and synthesis, statistical-
economic and other research methods.

4. Research objectives.

The main purpose is to determine the pe-
culiarities of the formation and development of
local budgets in terms of administrative-terri-
torial reform.

5. Results and discussions.

It is established that until 2015 Ukraine
had a system of inter-budgetary relations based
on a centralized model of budget federalism,
the main features of which were inherited from
the administrative-command system of gov-
ernment. Centralization of fiscal functions
(Yevtushenko, 2015). This manifested itself in
their dependence on the state budget due to
maintaining the priority of the normative
method of distribution of budget funds and the
high share of transfers in local budget

revenues, which negatively affected the devel-
opment of inter-budgetary relations in a mar-
ket economy. Since 2015, as a result of
changes in budget and tax legislation, for the
first time since independence, an attempt has
been made to decentralize the system of inter-
governmental relations. The Law “On Amend-
ments to the Budget Code of Ukraine on the
Reform of Intergovernmental Relations” was
adopted on December 28, 2014 to promote
budget decentralization.

To assess the degree of fiscal decentrali-
zation use the indicator of the share of regional
(local) levels of government in revenues and
expenditures of the consolidated budget. An
indicator of a high level of decentralization is
the share of local expenditures at more than
45% of national expenditures, medium - 30-
45%, and low - less than 30% (Nabatova and
Us, 2018). According to the Budget Code,
there have been significant changes in the ap-
proaches to the formation of spending powers,
which are delegated exclusively to the level of
the city of regional significance, the district
level and the level of territorial communities,
which will be combined. Starting in 2015, lo-
cal budgets will receive the following new
types of transfers: education subvention, train-
ing subvention and medical subvention.

The first results of budget decentraliza-
tion are as follows: at the local level, village
councils can provide for themselves. But this
should not be a reason to refuse to unite terri-
torial communities. Because the united territo-
rial communities (UTCs), whose budgets will
be equated to the budgets of cities of regional
significance and districts, and, in addition to
these taxes, will receive another 60% tax on
personal income and other income. In addition,
the association of communities will optimize
expenditures for the maintenance of the ad-
ministration, and most importantly — will sig-
nificantly improve the quality of administra-
tive and social services to the population (Ih-
natenko, 2019).

Today, the constant desire for independ-
ence of local budgets, further development and
strengthening of local self-government
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requires greater financial independence and vi-
ability of local authorities. The level of devel-
opment of the country and the growth of the
welfare of the population directly depend on
the growth of a strong local government,
which is able to provide adequate funding for
educational, cultural, health care, solve prob-
lems and defend the interests of the population,
and so on. The operation of the institution of
local self-government is the norm of demo-
cratic development of the country, which pro-
vides for broad autonomy of the population in
addressing issues of self-government develop-
ment. All this is a fundamental condition for
the decentralization of budget funds, as one of
the models of inter-budgetary relations (Sun-
tsova, 2009).

In terms of the number of local budgets,
Ukraine is second only to France among Euro-
pean countries. The current system of local
budget formation has a number of significant
shortcomings: a high degree of concentration
of financial resources in the state budget,
which reduces the importance of regional and
local budgets in solving vital tasks for the pop-
ulation; low share of fixed revenues (tax pay-
ments) in the structure of revenues to regional
and local budgets; almost annual change of
types of taxes credited to local budgets; lack of
uniform and fairly stable standards (for exam-
ple, for several years) of deductions from na-
tional taxes to local budgets.

At the same time, the main problem of fi-
nancial support of local authorities is the inef-
ficient use of received transfers on the ground,
which, in turn, negatively affects the socio-
economic development of regions. In general,
among the problems in local budgeting in
Ukraine the most significant are: instability in-
come base; secondary local taxes and fees
compared to national, insufficient funding
from the state budget; the presence of local
taxes, the administration costs of which exceed
the revenues from them; a small list of local
taxes and fees compared to other countries;
insignificant fiscal role of local taxes and fees
and, as a consequence, their low share in local
budget revenues (Voitovych, 2012).

Therefore, in order for local budgets to

really become the basis for the financial inde-
pendence of local government, a set of interre-
lated measures is needed. First, it is necessary
to gradually move to decentralization of public
finances. The main condition for such decen-
tralization is a clear division of competencies
between central authorities and regional and
local governments. Secondly, it is necessary to
give local governments the opportunity to in-
dependently establish a list of local taxes and
fees and their rates to the extent and adequacy
of their functions.

Another source of replenishment of local
budgets could be local loans, but, unfortu-
nately, in Ukraine they have not become
properly distributed, typical of European coun-
tries (Panasiuk, 2011). The process of decen-
tralization expands the opportunities for the
development of UTCs and their economic in-
dependence. Decentralization, and as a conse-
quence of strengthening the financial capacity
of the budgets of the UTCs, provide an oppor-
tunity for their sustainable development.

In addition, an important condition for
solving the problem of strengthening the reve-
nue base of local budgets is to expand the
rights of local governments in the field of taxes
and fees, as well as creating a multi-channel
budgeting system, based on which each level
of the budget system must have its own reve-
nues. These revenues should be sufficient to
support the functions and responsibilities as-
signed to a particular level of government.

Subject to the adoption of amendments to
the Budget and Tax Codes, local communities
will be able to form their own budgets without
waiting for the formation of the central one, as
is done today. Revenue sources, the base of ad-
ministration and granting the right to local
governments to regulate the rates of local taxes
and fees within the limits set by the Tax Code
are expanding.

Another innovation should be to give
budgetary institutions the right to choose
where to serve - in the treasury or a commer-
cial bank (Lintur, 2015). At the present stage,
Ukraine is steadily focusing its efforts on the
implementation of the European integration
course, the implementation of international
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legal obligations, including the development
of local and regional democracy. Further de-
mocratization of society, decentralization of
power on the basis of subsidiarity have been
and remain the priorities of Ukraine. An im-
portant role in these processes is played by re-
forming local self-government and territorial
organization of power in accordance with the
European Charter of Local Self-Government
(Tarnai, 2015).

This was confirmed by the definition in
the program documents of the President, Gov-
ernment and Verkhovna Rada of Ukraine of
priorities, including decentralization of power,
transfer of financial resources and strengthen-
ing the material and financial base of local
governments, meeting the interests of citizens
in all spheres of life in relevant areas, services
to the population, coordination of interests of
the state and territorial communities. The im-
plementation of the reform was started on the
basis of the Concept of Reforming Local Self-
Government and Territorial Organization of
Government, the Government’s Action Pro-
gram, the 2020 Strategy of the President of
Ukraine and the relevant plan for their imple-
mentation.

The first step towards the reform of local
self-government was the task of financial de-
centralization, in particular the transfer of ad-
ditional budgetary powers and stable sources
of income for local self-government to their
implementation; stimulating territorial com-
munities to unite and transition to direct inter-
budgetary relations with the state budget with
appropriate resources at the level of cities of
regional significance, etc.

The next important step was the adoption
of the Law of Ukraine “On Voluntary Associ-
ation of Territorial Communities” and the
Methodology for Forming Capable Territorial
Communities, approved by the Cabinet of
Ministers of Ukraine in April 2015 to intro-
duce legal bases for forming capable territorial
communities by increasing their financial and
economic capacity (Thnatenko and Marmul,
2017). Budget decentralization in Ukraine in
the form of increasing the powers of local

authorities on the resources of local budgets
has been going on for several years and each
time is declared in the Main Directions of
Budget Policy.

In the reforming system of decentraliza-
tion of budget resources, the sources of filling
local budgets have been expanded due to:

1) transfer of revenues from the state
budget (100% of the fee for the provision of
administrative services, 100% of the state
duty, 10% of the profit tax of enterprises of the
private sector of the economy);

2) introduction of excise tax on the sale
of excisable goods (beer, alcoholic beverages,
tobacco products, petroleum products) by re-
tail business entities at the rate of 5 percent of
the value of goods sold;

3) expansion of the real estate tax base by
including in the taxation of this tax commercial
(non-residential) property and cars with a large
engine capacity;

4) increase of the norm of enrollment in
local budgets of the ecological tax from 35%
to 80% (Kaziuk, 2017).

If the reforms in the tax system can be at-
tributed to the positive moments, then the
change of transfer policy provides a “bright fu-
ture” only for economically strong territories.
Both processes will take place in parallel and
cannot be carried out at different times. It is no
secret that the vast majority of regions of
Ukraine are subsidized and this may mean that
local self-government is not yet ready to move
to self-sufficiency. Changing the tax system
plays an important role in shaping local budg-
ets, but regions must earn not only formally,
but also create or restore existing sources of
livelihood - revenues and revenues of local
budgets, which can provide only the real econ-
omy.

One of the important changes to the
Budget Code of Ukraine was the change,
which provides for the possibility of keeping
the savings at the end of the reporting period
in the accounts of local governments and use
them next year. In this way, local officials
were motivated to save. Previously, anything
had to be used and debited by the end of the
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year, but now this practice should be a thing of
the past. Another important innovation is the
ability to place temporarily free funds of the
special fund of local budgets in commercial
banks. On the one hand, this solves the prob-
lem of delayed payments from the Treasury,
on the other - deprives local governments of
the opportunity to receive interest-free loans to
cover temporary cash gaps in local budgets
(Haba, 2014).

Analysis of the implementation of local
budgets for January-September 2019 showed
that the total amount of revenues to local budg-
ets (including all types of transfers) amounted
to UAH 416.9 billion, which is UAH 3.2 bil-
lion more than in the same period of 2018. Of
this amount, revenues of the general fund
amount to UAH 387.8 billion (+3.5 UAH bil-
lion), special - UAH 29.1 billion (-0.3 UAH
billion) During January-September 2019, rev-
enues to the general fund of local budgets of
Ukraine (excluding intergovernmental trans-
fers) amounted to UAH 199.7 billion, which is
75.6% of the approved annual plan for subject
to change (Decentralization provides opportu-
nities, 2019).

Compared to the same period in 2018, the
nominal growth of revenues is UAH 31.9 bil-
lion or +19.0% (according to the State Statis-
tics Service, the price index for January-Sep-
tember 2019 to the corresponding period of
2018 is 108.8%), but compared to last year’s
indicators, the growth rate of income de-
creased by 5.2 percentage points (In January-
September 2018, the increase in revenues
compared to 2017 was 24.2%). The budget of
the city of Kyiv (general fund without trans-
fers) for 9 months of 2019 received UAH 32.9
billion, which is 16,5% of the total amount of
revenues of all local budgets of Ukraine. Rev-
enues of the budget of the city of Kyiv
(excluding transfers) are almost equal to the
revenues of the consolidated budgets of dis-
tricts (UAH 34.9 billion) (Decentralization
provides opportunities, 2019).

In the structure of local budget revenues,
the largest share is occupied by the personal
income tax - 59.8% of the total revenues of the
general fund of local budgets (or UAH 119.3

billion). Compared to January-September
2018, tax revenues increased by UAH 21.2 bil-
lion, or by 21.6%. The main factors influenc-
ing the growth of PIT revenues are the increase
in the minimum wage (+12.1% by 2018) and
the increase in the average monthly wage by
19.4% (up to UAH 10,260) compared to the
corresponding period of 2018).

The second largest source of revenue for
local budgets is the payment for land, which is
related to the property tax, which is a local tax.
In the structure of revenues of the general fund
of local budgets, the fee for land is 12.5%. In
the reporting period, UAH 25 billion was paid
to local budgets. payments for land (namely
land tax and rent), which is 22.2% (or UAH 4.5
billion) more than the revenues of the same pe-
riod in 2018. Among other factors, the growth
of revenues from land fees was influenced by
the abolition from the beginning of 2019 of
preferential taxation of land plots provided for
railways (according to estimates, in 2019
PJSC “Ukrzaliznytsia” must pay UAH 4.2 bil-
lion in fees to local budgets for land, compared
to UAH 1.2 billion paid during 2018).

A significant share in the structure of lo-
cal budgets belongs to the receipt of a single
tax. In the analyzed period, it accounts for
12.4% of revenues of the general fund of local
budgets. The volume of single tax revenues for
9 months of 2019 amounted to UAH 24.7 bil-
lion, which is 22.0% (or UAH 4.5 billion)
more than the revenues of the same period last
year. It should be noted that UAH 18.2 billion
was transferred to local budgets by individual
entrepreneurs. single tax (or 73.8% of its total),
legal entities paid UAH 3.7 billion (14.9%),
agricultural producers - UAH 2.8 billion
(11.3%).

Regarding excise tax revenues, during 9
months of 2019 local budgets received UAH
10.2 billion excise tax, including: UAH 5.6 bil-
lion - in the form of deductions from the state
budget of part of the excise tax on fuel pro-
duced in Ukraine and imported into the cus-
toms territory of Ukraine (13.44%), which is
by UAH 210.3 million. less than for the same
period in 2018, UAH 4.6 billion - from the sale
of alcoholic beverages and tobacco products
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by retail trade entities, which is only by 3.9%
or by UAH 173.5 million. more than in the
same period of 2018 (Decentralization pro-
vides opportunities, 2019).

In 2019, 806 united territorial communi-
ties had direct inter-budgetary relations with
the state budget (including 24 cities of regional
significance in which the accession took
place). In January-September 2019, revenues
of the UTC general fund (excluding transfers
from the state budget) amounted to UAH 28.1
billion, which is 14.1% of the total revenues of
all local budgets of Ukraine.

Compared to the first half of the year, the
share of UTC budgets increased by 0.4% (from
13.7% to 14.1%). Revenues from personal in-
come tax amount to UAH 16.3 billion or
57.8% of the revenues of the general fund of
UTC budgets. Local taxes and fees make up
31.4% of the amount of UTC revenues or UAH
8.8 billion. Among 806 budgets in 9 UTCs the
share of local taxes and fees is less than 10%
of the general fund revenues, in 74 budgets -
up to 20%, in 243 budgets - up to 30%, 516
budgets - up to 40%, 712 budgets - up to 50%.
In 94 UTC budgets, the share of local taxes and
fees is over 50% of the general fund revenues.

For 665 UTCs, which had direct inter-
governmental relations in 2018 (for which
there is a correct comparative base), revenues
in January-September this year amounted to
UAH 17.4 billion, which is 19.3% more than
last year. In the structure of revenues of the
general fund 665 UTC the share of personal in-
come tax is 56.8%, its revenues amounted to
UAH 9.9 billion. The share of local taxes and
fees in the structure of UTC revenues is 32.7%
or UAH 5.7 billion. It should be noted that
among the 141 UTCs formed in 2018, there are
24 cities of regional significance that received
personal income tax even before joining them
communities (Decentralization provides op-
portunities, 2019).

The total population living in the united
territorial communities is 8,315.3 thousand
people. In 141 UTCs, in which the first elec-
tions took place in 2018 (including accession),
the total number of inhabitants is 2,694.6

thousand people, of which 1,793.1 thousand
people (66.5%) live in 24 cities of regional sig-
nificance, in which the accession of territorial
communities took place. The total expendi-
tures of local budgets in January-September
2019 amounted to UAH 387.3 billion, which is
UAH 4.4 billion less than the amount of ex-
penditures made for the same period in 2018.
Of this amount, expenditures of the general
fund in the current year amounted to UAH
319.2 billion, which is UAH 8.4 billion (or
2.6%) less than last year (Decentralization
provides opportunities, 2019).

Expenditures amounting to UAH 40.1
billion were made from the general fund of
UTC budgets, including: UAH 25.5 billion
was directed to the accrued salary. (63.6% of
the total amount of expenditures), for the pay-
ment of utilities and energy — UAH 2 billion
(5%) During January-September 2019, local
budgets received transfers from the state
budget in the total amount of UAH 200.2 bil-
lion, in particular: basic subsidy - UAH 7.8
billion (including UTC budgets received UAH
2.1 billion, or 26.9% of the total amount of the
basic subsidy), medical subvention - UAH
41.3 billion (including UTC budgets received
UAH 4.1 billion, or 10% of the total amount of
the subvention), education subvention - UAH
52.6 billion (including UTC budgets received
UAH 12.0 billion, or 22.8% of the total amount
of the subvention); (including UTC budgets re-
ceived UAH 0.5 billion, or 17.9% of the total
amount of the subvention), subventions for so-
cial protection of the population - UAH 64.2
billion, subventions for the formation of UTC
infrastructure - 1.4 UAH; subvention for road
maintenance - UAH 11.3 billion and UAH 5.1
billion was transferred to the state budget from
local budgets. reverse subsidy, including UTC
budgets transferred UAH 0.8 billion, or 15.6%
of its total (Mandych, Naumenko and Roma-
niuk, 2019).

6. Conclusions.

The formation of local budgets and the
efficient use of their financial resources are the
priorities of administrative-territorial reform
and decentralization of power in Ukraine.
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They should become tools that will create such
conditions for transformation, where each ter-
ritory (community) will be an independent and
full-fledged owner of resources for develop-
ment and growth. Independent local budgets
must fully satisfy the functions and powers of

local authorities. Therefore, the financial de-
centralization of the united territorial commu-
nities is an important lever in establishing
them as independent and financially independ-
ent economic entities of the country and its re-
gions.
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