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Y cTartTi aHani3ylTbCa iCTOPUYHI NepeaymMoBY CTAHOB/IEHHA Ta PO3BUTKY MiCLLeBMX (hiHaHCiB. Bu3HaueHo pi3Ho-
MaHITHI HanpsMn PO3BUTKY MiCLEBUX (DiIHAHCIB Y PI3HMX KpaiHax, Y Pi3HUX eKOHOMIYHUX cuctemax. Cdopmysibo-
BaHO O3HaKM AepXaBHUX (PiHAHCIB Ha piBHI cnaboypbaHi3oBaHNX TEPUTOPIN y cyyacHMX ymoBax. [oBeaeHo, Lo
dhopmMyBaHHS nigcucTeMmn MicLeBux (hiHaHCIB AK CKNafoBoi AepXaBHUX (DiHAHCIB HE MOXHA po3rnisgat y BigpuBi
Bif, npoueciB )opMyBaHHS MICLLEBOr0 CaMOBPAAYBaHHSA: Cy6'eKTHICTb camol MiCLeBOI Baau, pilleHHS AKOT MatoTb
CMpaBAATU NEPEBAXKHWI BNAIMB Ha Ajilouy BiAKPUTY COLiaNibHO-EKOHOMIUYHY cucTeMy. EKOHOMIYHI npoLecu B rpoMa-
[i Ta BU3HAYEHHs cTpaTeriyHmx MpiopuTeTIB Ti PO3BUTKY HEMOX/IMBO peanidyBatn 6e3 HanexHoi diHaHCOBOI Mig-
TpuMKn. OBI'PYHTOBAHO, LLIO HA NPaKTUL NPU BU3HAYEHHI NPIOPUTETIB hiHAHCYBAHHSI YacTo Cy6'€KTUBHMIA hakTop
nepesaxae Haf 06’eKTUBHUMMW. [pK LbOMY, MeXaHi3M (hyHKLOHyBaHHS (DiHAHCOBOro 3abe3neyYeHHsi, opraHisauis
(piHaHCOBYX BIHOCWH Ta rPOLUOBI MOTOKW HEe ICHYIOTb Y BiAPWBI O4WH Bif, OAHOrO, Xo4a i NignopaaKoBYOTLCA LM
06’eKTUBHMM 3aKoHaM. Bka3aHo, Ui BifHOCUHM OpraHi3oByOTb KOHKPETHI rpyni 3aLikaBieHnxX CTOPIH, AKi Npy LboMy
KepyroTbCS BE/TUKOHO KiNbKICTIO MOMITUYHMX, EKOHOMIYHUX Ta r'yMaHiTapHUX hakTopis, 6epyun Ao ysaru sk cycnifbHi/
rPOMA/CHKI, TaK i 0COBUCTI iHTEpecK. TOMy AOBEAEHO, WO hiHaHCOBa NoAITUKa Y Nyo6AiuHii cepi — e 3aBxam ne-
pensieTeHHs LWMPOKOIo CMEKTPY Pi3HOMAHITHMX IHTEPECIB NONITUYHUX NapPTIi i AepXaBHUX CTPYKTYP, LEHTPaNIbHNX
i MicLLeBMX OpraHiB Bnaau Ta ypsifly, pi3HNX BEPCTB HaceneHHs ToLo. MpoiflcTpoBaHo, L0 PO3BUTOK YKPaTHCbKOT
€KOHOMIYHOT HayKM B YMOBAX HE3a1E€XHOCTI, BUBYEHHA TEOPETUYHUX AOCATHEHb DIHAHCOBOT AYMKM Ta NPUEHAHHS
Ykpainu go €Bponeiicbkoi XapTil MiCLLeBOro caMoBpsAyBaHHA 3aKOHOMIPHO BMIMHYM Ha NOTASAN BITYUM3HSAHKX Ha-
Ha NOBHOLHHE (PYHKUIOHYBaHHA IHCTUTYTY MICLLEBOr0 CaMOBPsAyBaHHS SIK HEOOXiAHOI OCHOBM AEMOKPATUYHOIO
cycninbcTBa. BusHayeHo, Wo BUKOPNCTaHHS BCbOro CnekTpy doiHaHCOBUX IHCTPYMEHTIB MOXE CTUMYNIOBATK OpraHm
MICLLEBOrO CaMOBPSIAyBaHHS CNPUSITY PO3BUTKY MiANPUEMHULTBA Ta 3a/TyYEHHI0 IHBECTULIHUX PecypcCiB, a OTXe, i
pO3BUTKY cnaboypbaHi3oBaHoi TepUTopii.

KnrouoBi cnoBa: micuesi thiHaHcK, cnaboypbaHizoBaHa TepuTopis, MiCLLEBWIA PO3BUTOK.

B cTaTbe npoaHa/M31poBaHbl UCTOPUYECKIE NPEANOCHITKA CO3AAHUS U Pa3BUTUSI MECTHBIX (oMHaHCOB. Cdhop-
MYJIMPOBaHbI MPU3HAKK My6IMYHBIX (DUHAHCOB Ha YPOBHE cNaboyp6aHn3MPOBaHHbLIX TEPPUTOPUI B COBPEMEHHBIX
ycnoBusix. [lokazaHo, 4To hopMUpOBaHME NOACMCTEMbI MECTHBIX (DUHAHCOB Kak COCTaBASOLLENA Ny6AnyHbIX (u-
HaHCOB HEBO3MOXHO paccMmaTpuBaTb B OTPbIBE OT MPOLECCOB CTAHOB/IEHWSI MECTHOTO CaMOynpaB/IeHWs:: cama
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Cy6bEKTHOCTL OPraHoOB MECTHOI BNACTW Kak TeX, PeLLUeHNst KOTOPbIX JO/MKHbI OKa3aTb ONpeaensiollee BusH1e Ha
TekyliMe counanibHO-3KOHOMUYECKME MPoLecchl B 06LLecTBe, onpeaensiTb CTpaTernyeckue NpuopuTeTLl ee pas-
BUTUSA, HE MOXET GbITb peann3oBaHa 6e3 Ha/exallero (hMHaHCOBOro o6ecneyeHns. OnpeaeneHo, YTo UCMosb-
30BaHVEe (DMHAHCOBLIX MHCTPYMEHTOB MOXET CTUMY/IMPOBATh OpraHbl MECTHOTO CaMOYMNPaB/EHUS K COAENCTBIIO
Pa3BUTIO NPeANPUHUMATENLCTBA U NPUBEUYEHNIO MHBECTULIMOHHBIX PECYPCOB, TO €CThb K Pas3BuUTUio cnaboypbaHu-

3MpPOBaHHOI TEPPUTOPUN.

KnioueBble c/ioBa: MecTHble (OMHAHChI, C/laboypbaHU3npoBaHHas TEPPUTOPUS], MECTHOE pasBUTHE.

General problem statement and its con-
nection with scientific and practical objec-
tives. The economic efficiency of the production
of goods under the influence of market mecha-
nisms has been proved by many years of expe-
rience of successful development in many coun-
tries of the world. It is also economically feasible
to produce public goods, which are the goods
produced at the public and municipal funds, in a
competitive environment. In addition, an indica-
tor of the effectiveness of providing public goods
to the population is the degree of satisfaction of
their needs. This indicator increases if the pro-
duction of public goods is located near consum-
ers, and residents of a territorial community have
the opportunity to directly influence the decision
on the production.

The organization of efficient production of
public goods is the main economic prerequi-
site to the existence of local self-government
and local finance, as well as, accordingly, of
the financial decentralization processes. Never-
theless, the territorial finance in modern condi-
tions in Ukraine partly continues to function on
the foundation of the administrative command
system. This problem is especially relevant for
low-urbanized territories, which the authors
define as administrative-territorial units of the
basic level with a predominant (more than 50%)
share of the rural population, united by common
economic and social interests of development.
In many cases, they are small territorial commu-
nities with limited financial resources

Analysis of recent research and publica-
tions concerning discussion. Scientists and
practitioners discuss the distribution of powers
between the levels of authority, revenue sources,
and inter-budgetary transfers. Studies of the ter-
ritorial finance functions remain unaddressed.
They are the role that the territorial finance plays
in relation to the country's and society financial
system. The principles of building local finance
are poorly examined. They are the main rules
based on which the financial foundation of local
self-government should be developed, and local
and regional cases should be resolved. Insuffi-
cient attention is paid to the study of structural
elements of the local finance system. This affects

further scientific developments concerning their
functioning. The formation of local finance sub-
system as a component of public finance cannot
be considered in isolation from the processes of
formation of local self-government: the subjec-
tivity of local authorities itself, whose decisions
should have an overwhelming influence on the
current socio-economic processes in a com-
munity and determine strategic priorities for its
development, cannot be implemented without
proper financial support.

Taking this into consideration, as separate
stages in the development of the local finance
system in Ukraine, its origin as a phenomenon
should be considered through the beginning of
the self-government practice. Such practice on
the territory of modern Ukraine can be mentioned
recalling the times of Kievan Rus, the Principal-
ity of Galicia-Volhynia, continuing the times of
the Cossack state, the Austro-Hungarian and
Russian Empires, and the Ukrainian People's
Republic.

Formulation of the article’s purpose. The
purpose of the article is to define the role of local
finances as a component of the public finance
system. Special emphasis is placed on ensuring
the financial capacity of sparsely urbanized areas.

The main research material. Obviously,
that forms and legislative grounds of the local
self-government and local finance activities that
took place in the specified period cannot reflect
their modern interpretation. A gradual change
in ideas about the essence of local finance was
carried out from the perception of them as:

— financial economy of territorial units: this
approach forecasted the determining influence of
central (state) authorities on estimating the finan-
cial resources to be distributed locally, the struc-
ture and directions of expenditures in accordance
with the needs to ensure the functioning of admin-
istrative-territorial entities at various levels;

— a set of conditions for meeting the needs of
local self-government: in this interpretation, the
role of local authorities got more significance,
they became ones of the main local government
entities, in particular dealing with the issue of
collecting and distributing financial resources
defined within the current legal framework to
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ensure the effective implementation of their own
functions.

— the system of economic relations of local
self-government with all possible external and
internal subjects in relation to the territory: in such
a paradigm, the role of both local self-govern-
ment bodies and its financial tools is fundamen-
tally different and as wide as possible. In the con-
text of the formation of financial viability, it is not
limited just by local budget as a form of formation
and use of monetary resources that are intended
to provide tasks and functions assigned to local
self-government: it also includes opportunities
and practices for attracting external financial
resources on a paid and/or free-of-charge basis.
In the context of the importance of local finance
in the functioning of territorial communities, they
are not considered exclusively as a system for
ensuring their vital activity: they rather perform
functions similar to the finance of economic enti-
ties, in the case of which finance plays the role
of one of the components of the instrument for
ensuring the effectiveness of activities, devel-
opment, and increasing the level of competitive-
ness of the management object.

Moreover, the financial economy of local
public amalgamations can be considered to be
much earlier in its origin and older in its origin
than the public economy. This position is based
on the fact that at a time when the role of the
state as an institution was to perform only an ele-
mentary task of protecting the country from an
external enemy and it did not take care of inter-
nal welfare, local communities showed concern
for meeting the urgent needs of internal life.

Among the public needs, there are needs
that neither private individuals, nor the state, nor
free contractual unions can meet due to either
the impossibility of excluding anyone from con-
sumption, or the difficulty of taking into account
local peculiarities and living conditions of the
population, or the lack of forced fiscal power,
etc. In Western Europe, with the fall of the feu-
dal and guild system of the Middle Ages, on its
ruins, as it is known, a state developed, imbued
with the ideas of absolutism, which represents
an unfavourable ground for the normal devel-
opment of the local economy. However, in the
19th century with the transition to the modern
system of the rule of law and with the develop-
ment of its activities in favour of individual and
public freedom, the need for decentralization
was getting bigger and bigger in the perfor-
mance of some state functions, and in under-
standing of the involvement of broad participa-
tion of local amalgamations.

That is why the study of local finance, as well
as historical aspects of the theory and practice
of these economic relations, remains relevant
for today, which will allow to better understand
their essence. In addition, the need to study local
finance is dictated by the causal relationships
between finance and decentralization processes
in the historical aspect. This will justify the cor-
rect choice of the subject of research and allow
to draw correct conclusions about the current
financial relations of local and regional self-gov-
ernment bodies.

The first mention of local finance, considering
it as a separate part along with public finance,
appeared in the 18th century in the works of
A. Smith and his contemporaries. In the context
of the author's research, it is worth noting that
they studied the economy of territorial commu-
nities, noted the necessity to grant them auton-
omy, in particular in the field of finance. The
doctrine of local finance as a set of theoretical
provisions on the financial economy and finan-
cial activities of local authorities was formed in
the 19th century. This was related to the com-
pletion of the formation of local self-government
bodies in most countries of Western Europe and
North America, the constitutional recognition of
the rights of communes, communities, munic-
ipalities, regions, provinces, states and other
administrative territorial entities.

The main research on the essence, role, and
principles of local finance has been carried out
since the end of the 19th century. It was then
that the doctrine of the financial economy of the
community/union (local finance) was formed.

Representatives of German economic thought
defined the community as a public-private union.
Hence, K.H. Rau identified that the economy of
the communities due to its many sides belongs
to finance, — it is a state economy in a small
form; — due to its other sides it looks like a huge
private economy. W. Vocke shared this opinion:
"the economy of communities, though being a
subject to financial science, however not in a
full size. Public finance can only apply to activi-
ties aimed at state purposes, and at funds spent
on these purposes. Everything else is a private
economy or should be treated in the same way
as the latter” [1].

According to the Brockhaus and Efron Ency-
clopaedia "the set of material resources nec-
essary to meet the needs of the state is public
finance, and one to meet the needs of various
civil unions (cities, municipalities, etc.) is local
finance. Accordingly, the activities of state and
public bodies aimed at the production of these
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material resources constitute the content of the
state and local financial economy" [2].

Since the end of the 19th century, the theo-
retical interpretation of local finance has been
changing. It was then that the doctrine on the
financial economy of the community/unions
(local finance) was formed, a significant contribu-
tion to which was made by the German school,
whose representatives are L. Stein, A. Wagner,
R. von Kaufmann. It is a community where a
state is formed: a community as a people's state
in miniature, combining with other communities,
develops regional unions, regions, states, prov-
inces, cantons; then the process of combining a
community into a state, and financial resources
into public financial resources takes place.

A surge of scientific interest of national scien-
tists in the essence of local finance was observed
from the last decades of the 19th century to the
30s of the 20th century. The achievements of the
scientists can be attributed to both positive and
normative economics.

At the beginning of the 20th century, the defi-
nition of local finance as a local financial econ-
omy of administrative divisions became wide-
spread. Local finance started to be considered
as a set of material resources that is at the dis-
posal of these divisions to achieve the goal of
their activities.

In the 20th century the scientific literature
began to talk about the existence of local finance
in the financial systems of new independent
states. Along with the notion "local finance", such
concepts as "regional finance" and "territorial
finance" are used. Scientists of that period of time
stated that the finance of local authorities is noth-
ing more than a system used by administrative
divisions within a government structure to receive
resources for performance of their functions [3].

The growth of scientific interest at the begin-
ning of the formation of Soviet government was
associated with the restoration of the institute of
local finance. In particular, the researchers stud-
ied the theoretical foundations and practice of
local finance institution. The first regulatory doc-
ument that established the foundations for the
local finance institution of the Soviet state was
the Temporary Regulation on Local Finance of
1923 (the following edition — 1924).

The regulation defined such issues as the
composition of local budgets; the rights and obli-
gations of government bodies at various levels
in matters of local finance; the procedure for
local taxation; the mechanism for subsidizing
local budgets from national funds; the procedure
for drawing up, approving and executing local

budgets. In 1926, a new Regulation on Local
Finance was published, according to which
local finance was recognized as a component
of the unified financial system of the country.
The regulation defined not only the revenue and
expenditure parts of local budgets, but also the
mechanism of budget regulation. The practice of
forming subvention funds and regulatory funds
was initiated.

However, in the early 1930s, the centralized
foundations in the management of the economy
strengthened, the sphere of functioning of local
finance gradually narrowed, the dependence of
local budgets (as the main local financial institu-
tion) on the state budget increased, the share of
local revenues decreased, local taxes and fees
remained negligible, which, in fact, did not play a
significant fiscal role. The decision to include local
budgets, as well as state social insurance bud-
gets, in the unified state budget in 1938 was a log-
ical consequence of the strengthening of the pro-
cess of centralization of state financial resources
in the country. This decision cancelled the entire
previous stage of formation of the institute of local
finance, which was initiated during the years of
the new economic policy of the 1920s [4].

In the 1930s and 1940s, textbooks and man-
uals were written that theoretically substantiate
the essence and role of local finance and local
budgets, and summarize the practice of their
functioning in Soviet times. In the 1960s and
1980s, the problems of drawing up local budgets
and using budget funds, as well as improving
budget regulation, became particularly relevant.

However, the Soviet financial literature of
the post-war period asserted the view that local
finance is an element of the financial system
of bourgeois states and developing countries.
Hence, in the financial and credit dictionary
(editors V.F. Grabuzov and N.V. Garetovski),
published in Moscow in 1984-1988, there was
a note that local finance in the developed cap-
italist countries and developing countries is the
relationship which helps local governments to
mobilize, distribute and use part of the national
revenue in according with the functions assigned
to them.

Soviet financial science was based on Marx-
ist-Leninist ideology. Its difference from the
individualistic concept of financial science of
the West and domestic researchers of the sec-
ond half of the 19th — early 20th centuries was
the opposition of finance and financial policy.
Finance was considered as an element of the
basis. It was defined as a special sphere of
industrial relations.
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Instead, financial policy was classified as a
secondary structure. Financial policy was based
on the peculiarities of financial relations, which
were considered as its basis and the essence
which it cannot change. Accordingly, only finan-
cial policy was studied with elements of a sec-
ondary structure, which included state institu-
tions [5]. On the contrary, "finance is a value
category and, as such, is not the subject of sci-
ence that studies secondary structure". Since
the secondary structure was determined by the
basis, financial policy was considered as minor.

The experience of recent years has clearly
shown that in reality, quite often the subjective
factor prevails over the objective factors. Never-
theless, the mechanism of financial functioning,
the organization of financial relations and the
cash flows, do not work by themselves, although
they are the subject to these objective laws.
They are organized by specific subjects, who are
guided by a lot of political, economic and humani-
tarian factors, combining both public and personal
interests. Therefore, financial policy is always an
interweaving of a wide array of diverse interests
of political parties and government structures,
central and local authorities and governments,
various segments of the population, etc.

Economic subjectivism as a separate para-
digm of economic thought, which has taken a
dominant position in scientific researches, on the
contrary, on the pattern of formation of a market
equilibrium price, explains the features of redis-
tributive processes at local and regional levels
by the democratic expression of the will of the
population. Much attention in researches is paid
to the democratic mechanism of decision-mak-
ing, as "budget determinism is a political, not a
market process" [6]. The individualistic concept
of financial science puts individual preferences
and individual utility at the root of theoretical
research.

This is justified by the fact that the individ-
ual fully supports the state, local and regional
administration apparatus at their own expense,
by paying taxes, fees and other payments. Only
they are the bearers of the burden of financial
support for production and the provision of public
goods, which means that they should have the
right and opportunity to influence financial policy.
Thus, financial policy is not opposed to finance.

Hence, during the 1930s and 1980s in the
Soviet Union, the category of local finance grad-
ually lost its significance and was practically not
used either in the economic literature or in leg-
islative documents; in many cases, local finance
was identified with local budgets.

In the 1980s, the retreat from command and
administrative methods of government and the
creation of the conditions necessary for the devel-
opment of market foundations led to a range of
changes in the economic life of the country. On
April 9, 1990, the Union Law "On general princi-
ples of local self-government and local economy
in the USSR" was adopted [7]. It created the nec-
essary basis for the adoption the Law "On the
budget system of the Ukrainian SSR" on Decem-
ber 5, 1990 and the Law "On local Councils of
members of parliament of the Ukrainian SSR and
local self-government” on December 7, 1990 in
Ukraine [8]. The adoption of these laws marked
the revival of the institution of local self-govern-
ment in Ukraine, and therefore the development
of the local finance system. However, in practice
the financial insolvency of low-urbanized areas
remained almost complete.

The objectivism of the Soviet school influ-
enced the perception of local finance essence
by domestic scientists, which began its revival in
the early 1990s. The necessity of local finance in
the context of creating the foundations of market
economy was recognized.

The development of Ukrainian economic sci-
ence in the conditions of being independent, the
study of the theoretical achievements of Western
financial thought, and Ukraine's accession to the
European Charter of local self-government nat-
urally affected the domestic scientists' views on
local finance. Today, there is no doubt about the
objectivity of this category under the market con-
ditions, its decisive influence on the full functioning
of the institution of local self-government as a nec-
essary foundation of a democratic society. Famous
Ukrainian scientist O.D. Vasylyk, who was one of
the first to study theoretical and practical issues
of local finance, emphasized, "Local finance is an
objective phenomenon, since the implementation
of the functions assigned to local self-government
requires the availability of appropriate funds of
financial resources at their disposal" [9].

Figure 1 shows a comparative analysis of
the structure of tax revenues to local budgets of
selected European countries, including Ukraine
[10; 11].

We can say that Ukraine, especially during
the last six years, has chosen the path of Euro-
pean integration de facto: although the sources
of financial capacity of local self-government in
some European countries may differ, but in each
case (including Ukraine) contains significant part
of the tax base for the formation of the local bud-
get as the main integral part of the local finance
system.
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Figure 1. Structure of tax revenues to local budgets selected European countries

We suppose that under current conditions,
the signs of public finance at the mesoeconomic
level (as well as at the level of a territorial com-
munity) should be:

1. Monetary form of relations. Local, regional
and territorial finances are always monetary rela-
tions, although an exception should be recog-
nized — the involvement of peasants in perform-
ing in kind duties until the 20th century in Russia
and France. However, in any case, in kind duties
were counted in the payment of monetary duties,
meaning that they had a monetary dimension.

2. One-way movement of value from one entity
to another. At the first stage, financial resources
of local and regional budgets are formed by
means of taxes, fees, mandatory payments, and
loans. At the second stage, financial equalization
and budget expenditures are carried out. If local
and regional self-government bodies act as eco-
nomic entities (through the activities of municipal
enterprises, institutions and organizations), then
we observe other stages of formation (gaining of
profit, investments, credit, income from the sale
of national wealth owned by local and regional
self-government bodies, payment for provided
services) and spending financial resources.

3. Free movement of value. That is, the dis-
tribution and redistribution of the share of gross
domestic product is carried out without simulta-
neous equivalent compensation, which distin-

guishes local, regional and territorial finances
from other economic categories and relates
them to other financial categories.

4. Distribution and redistribution nature. The
exchange nature is not typical for local, regional
and territorial finances. They only distribute and
redistribute a part of the gross domestic product
in society, sometimes the national wealth, which
is owned by local and regional self-government
bodies (experience is widely used in modern
Ukraine).

5. Formation of financial resources and cen-
tralized and decentralized funds of financial
resources, as well as their expenditure. Public
local, regional and territorial finance are asso-
ciated with the formation of centralized funds
of financial resources. Financial resources of
municipal enterprises are formed in stock and
non-fund forms.

6. Compulsory nature. Even at the beginning
of the 20th century, scientists emphasized that
"neither free competition nor the law of supply
and demand take place, on the contrary, here
predominate the enforcement power, monopoly
principle, political and social motives".

7. Regulated form of financial relations. Any
financial activity of local and regional self-gov-
ernment bodies is regulated by law, subordinate
acts, decisions of local representative author-
ities, charters, regulations of municipal institu-
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tions, etc. This feature is related to the control
function of local, regional, and territorial finances.

8. Mandatory participation of local self-gov-
ernment bodies and residents of the territorial
community as subjects of economic relations
that characterize territorial, regional, and local
finances.

To ensure these functions, it is necessary to
ensure financial decentralization as a factor of
influence on the development of the ability of
administrative-territorial entities at the basic level.

As economists rightly note, it is decentral-
ization that ensures the effective use of the
resource and management potentials of regions
and administrative-territorial units at the local
level "in the context of change of state regional
policy, which involves shifting the emphasis from
ensuring proportional development of regions to
the predominant financing of sustainable, inno-
vatively active territories, which can become
locomotives of growth and recovery of the econ-
omy of the whole country from the crisis" [12].
It foresees the transfer to the local and regional
levels of those powers supported by resources
that local self-government bodies are able to
independently master in order to perform the
functions assigned to them.

Financial decentralization foresees the fol-
lowing areas of reformation:

— decentralization of revenues, which involves
assigning to local budgets their own revenues
which are sufficient for local self-government bod-
ies to perform the functions assigned to them;

— decentralization of expenditures, which
foresees providing financial resources to local
self-government bodies to perform their functions;

— procedural independence, which means
the right of local self-government bodies to inde-
pendently form and approve, and further exe-
cute budgets, submit reports and conduct effec-
tive control.

Given that the development of territories is
heterogeneous, the expediency of introducing
financial decentralization is due to increasing
the efficiency of the state budget system through
the organization and provision of public services
in such a way that they correspond to the pref-
erences of the population as much as possible”
[13]. As the practice of many countries shows,
the most effective is the organization of a local
finance system based on the principle of fiscal
efficiency, according to which consumers of
public goods must financially ensure their pro-
vision by means of tax payments. According to
this approach, firstly, the tax burden does not go
beyond the relevant territorial community, and

secondly, the level of taxation determines the
level of receipt of public goods and services by
residents of the community. The main advantage
of building a system of local budgets based on
the principle of fiscal equivalence is incentives
for effective and balanced decisions of local
self-government bodies on the use of their own
financial resources, which determines the eco-
nomic and social development of an administra-
tive-territorial division.

In our opinion, it is appropriate to emphasize
such an advantage of financial decentralization
as a "tight budget framework" for the functioning
of local self-government bodies, which encour-
ages them to optimize revenues and increase
the tax capacity of territorial communities.

Hence, the main arguments in favour of finan-
cial decentralization are its ability to ensure hor-
izontal and vertical budget competition, which
will contribute to the economic development of
territories and regions and improve the quality of
public services, as well its possibility to increase
allocative efficiency from the provision of such
services, that is, focusing on ensuring the indi-
vidual preferences of residents of the territory.
Despite this, financial decentralization contrib-
utes to the emergence of a range of economic
and political risks associated with shifting atten-
tion to meeting local interests and reducing the
weight of regional and national ones.

Conclusions of the research and prospects
for further development. Almost unchanged
components of financial decentralization in all
countries where administrative-territorial reform
has taken place with a focus on strengthening
the subjectivity of local self-government are the
following changes:

1. Consolidation of small low-urbanized terri-
torial communities. This step was the beginning
of the decentralization reform in most Western
countries. Its focus is to ensure compliance of the
financial capabilities of local self-government bod-
ies with their functional powers. The experience of
European countries shows a direct dependence
between financial viability of an administrative-ter-
ritorial division and the population on its territory.
Consequently, the EU countries introduced a sys-
tem of nomenclature of territorial statistical divi-
sions based on the population criterion (NUTS).
The system foresees five levels of territorial sta-
tistical units, the first three of which are regional
(NUTS-1, NUTS-2, NUTS-3), and the other two
are local units of EU statistics (Local Administra-
tive Units: LAU-1 and LAU-2).

2. The introduction of a clear classification of
administrative-territorial units with the determi-
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nation of the number of residents of such divi-
sions corresponds to the need to form self-suf-
ficient and financially independent units in the
system of administrative-territorial structure.
"The size of the primary unit is optimal, when it
is possible to meet the basic needs of the popu-
lation and self-sufficient functioning. Those com-
munities that do not have sufficient resources for
development should be consolidated". On the
other hand, given the course taken by Ukraine
towards European integration, it is important to
take into account the experience, requirements
and norms of EU member states in the issue of
administrative-territorial structure.

3. Differentiation and legislative consolidation
of expenditure and functional powers of central
authorities and local self-government bodies. The
main task in this case is to clearly define the scope
of authority at different levels of government and
eliminate duplication of their functions. At the same

time, the authority to provide public goods and
finance relevant expenditures should belong to the
same level of government, which will allow estab-
lishing the responsibility of the relevant authorities
for performing the functions assigned to them.

4. Ensuring the financial viability of low-ur-
banized territories. Among the tools for ensuring
financial viability, the main ones are:

— distribution of revenue sources by levels of
the budget system;

— the level of tax capacity and tax autonomy
of self-government bodies;

— transfer policy of the state;

— monitoring and control over the use of finan-
cial resources of local budgets.

The use of these financial instruments can
encourage local governments to promote the
development of entrepreneurship and attract
investment resources, and, consequently, to
develop the territory.

REFERENCES:
1. Volokhova I. (2012) Istorychni aspekty teorii ta praktyky mistsevykh finansiv [Historical aspects of local theory
and practice finance]. Bulletin of socio-economic research, 1(44), 289-296.
2. Brockhaus F., Efron I. (2006) Ylliustryrovannyi entsyklopedicheskii slovar [lllustrated encyclopedic dictionary].

Moscow: EKSMO, 960.

3. Munko A. (2016) Mistsevi finansy: rozvytok teoretychnykh osnov [Local finance: development of theoretical
fundamentals]. Efficiency of governance, 1/2(46/47), 84—90.

4. Radelytskyy VY., Kvasniy O. (2017) Formuvannia mistsevykh biudzhetiv na terytorii suchasnoi Ukrainy: umovy
stanovlennia ta osoblyvosti formuvannia [Formation of local budgets on the territory of modern Ukraine: conditions
and peculiarities]. Socio-economic problems of the modern period of Ukraine, 5/121, 104-110.

5. Diachenko S. (2018) Istorychni ta sotsialno-ekonomichni osnovy rozvytku mistsevykh finansiv [Historical and
socio-economic fundamentals of local finance development]. Investments: practice and experience, 24, 135-140.

6. Musgrave R., Musgrave P. (1989) Public Finance in Theory and Practice, McGraw-Hill, 627.

7. On the general principles of local self-government and local economy in the Ukrainian SSR: the Law of
Ukraine of 23.10.1990. Number 1417-l. Retrieved from: http://zakon.rada.gov.ua

8. On local Councils of members of parliament of the Ukrainian SSR and local self-government: the Law of
Ukraine of 04.07.1991. Number 1292-XII. Retrieved from: http://zakon.rada.gov.ua

9. Vasylyk O., Vasylyk D. (2002) Teoretychni zasady vykorystannia biudzhetu v derzhavnomu rehuliuvanni [Theo-
retical principles of budget use in state regulation]. Financial and credit levers of state regulation of the economy, 5-14.

10. Organisation for Economic Co-operation and Development (2020) Revenue Statistics — taxes by level of
government. Retrieved from: https://www.oecd.org/tax/tax-policy/revenue-statistics-levels-of-government.htm

11. Ministry of Finance of Ukraine (2020) Execution of Local Budget Revenues. Retrieved from: https://mof.gov.ua/

en/vykonannia-dokhodiv-mistsevykh-biudzhetiv

12. Berezina O. (2016) Suchasnyi pidkhid do vyznachennia suti kapitalizatsii v ramkakh kontseptsii stiikoho
rozvytku [The modern approach to determining the essence of capitalization in within the concept of sustainable

development]. Economic space, 111, 73-84.

13. Vozniak H. (2016) Biudzhetna polityka rozvytku rehioniv Ukrainy: suchasna paradyhma ta oriientyry
podalshykh reform [Budget policy of development of regions of Ukraine: modern paradigm and guidelines for further
reforms]. Dolishniy Institute of Regional Research of NAS of Ukraine, 520.

CMNMMNCOK BUKOPUCTAHWX I)KEPES:
1. BonoxoBa l. IcTopuyHi acnekTu Teopii Ta NpakTUKK MicLeBuX (hiHaHCIB. BICHUK coyia/lbHO-eKOHOMIYHUX QOC/Ti-

OxeHb. 2012. Ne 1(44). C. 289-296.



Bunyck # 32/ 2021 EKOHOMIKA TA CYCNINIbCTBO

2. bpokxayc ®., EdpoH |. MnaocTprpoBaHHbIii 3HUMKNONeaMYecknin cnosapb. Mocksa : EKSMO, 2006. 960 c.

3. MyHkKo A. MicueBi (hiHaHCK: PO3BMTOK TEOPETUYHNX OCHOB. EhekmusHicmb depxxasHo20 yrnpassiHHs. 2016.
Ne 1/2(46/47). C. 84-90.

4. Pagenuubknii 1O., KBacHuii O. ®opMyBaHHSI MiCLEBUX GHOKETIB HA TEPUTOPIi CydyacHOi YKpaiHu: ymOoBM
CTaHOB/IEHHS Ta 0COG/IMBOCTI (hOPMYBaHHS. Coyia/lbHO-€KOHOMIYHI NpobieMu cy4acHo20 nepiody YkpaiHu. 2016.
Ne 5/121. C. 104-110.

5. [adeHko C. IcTOpuUYHi Ta coljiasibHO-eKOHOMIYHI OCHOBY PO3BUTKY MICLEBUX hiHAHCIB. [HBeCMUYii: npakmuka
ma docsid. 2018. Ne 24. C. 135-140.

6. Musgrave R., Musgrave P. Public Finance in Theory and Practice, McGraw-Hill. 1989. 627 p.

7. TMpo 3araibHi 3acaan MICLLEBOro camoBpsiflyBaHHS Ta MICLIEBOro rocnogapctaa B YkpaiHcbkili PCP : 3akoH
Ykpainm Big 23.10.1990. URL: http://zakon.rada.gov.ua (gaTta 3sepHeHHs: 29.10.2021).

8. Mpo micuesi Paan HapoaHux aenyTartiB YkpaiHcbkoi PCP Ta MicLeBoro camoBpsyBaHHs : 3aK0H YKpaiHu Big,
04.07.1991. URL: http://zakon.rada.gov.ua (gata 3BepHeHHs: 29.10.2021).

9. Bacunuk O. TeopeTunyHi 3acaan BUKOPUCTaHHS OIOMKETY B AePXXaBHOMY pPeErynoBaHHi. QiHaHCOBO-KpPeoumHi
Baxkesli depxxasHO20 peaysosaHHs ekoHomiku. 2002. C. 5-14.

10. Organisation for Economic Co-operation and Development. Revenue Statistics — taxes by level of
government. URL: https://www.oecd.org/tax/tax-policy/revenue-statistics-levels-of-government.htm (nata 3Bep-
HeHHA: 20.09.2021).

11. MiHicTepcTBO hiHaHCIB YkpaiHu. BukoHaHHS 00x00i8 Micyesux 6rodxemis. 2020. URL: https://mof.gov.ua/en/
vykonannia-dokhodiv-mistsevykh-biudzhetiv (gata 3BepHeHHs: 22.09.2021).

12. bepesiHa O. CyyacHwuil migxig 40 BU3HAYHHA CYTi kaniTanisayii B paMmkax KOHUenLii CTilikoro. EKOHoMIYHUU
npocmip. 2016. Ne 111. C. 73-84.

13. BosHsik . BrompkeTHa noniTuka po3BUTKY PErioHiB YKpaiHu: cydacHa napagurma Ta OpieHTMpY NogasibLumx
pedhopm. NlbBiB : IP[ iM. M. JoniwHboro, 2016. 520 c.

®IHAHCK, BAHKIBCbKA CMPABA TA CTPAXYBAHHA



