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The ongoing decentralization reform in Ukraine
aims to improve the quality of life of citizens.
Public administration is becoming more rational,
flexible, visible and interactive, relations between
the state and society are being strengthened,
democratic accountability and transparency of
resource allocation are increasing, and oppor-
tunities for economic activity of local communi-
ties and interregional competition are emerg-
ing. However, despite the successes achieved,
amalgamated territorial communities (ATC) still
do not use their resources effectively. The article
focuses on the aspects of ATC activities that
make communities lose their ability to fill local
budgets. The purpose of this article is to analyze
the problems in the field of financial management
of ATC and to find the ways to solve them. As
a result of the study, practical problems of ATC
activities, which may be causes of non-compli-
ance by the communities, have been identified.
Measures to solve them and minimize their neg-
ative impact have been proposed.
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lpodomkarowasicsi ce2o0Hs pechopma oeyeH-
mpanuzayuu 8 YkpauHe umeem Ue/bio Kade-
CMBEHHO  Y/Iy4WUMb  [OBCEOHEBHYIO  KU3Hb

gpaxdaH.  locydapcmseHHoe  yrpas/ieHue
cmaHoBumcsi 6osiee payuOHasIbHbIM, 2UGKUM,
BUOUMBIM U UHMEPaKMUBHbIM, YKPEN/Isomcsi
OMHoweHus1 20cydapcmsa u obujecmsa, pac-
mem deMoKpamuyeckasi 0mBemcmseeHHOCMb,
rpo3payHoCMb  pacrnpeoesieHusi  Pecypcos,
1OSIB/ISOMCST BO3MOXHOCMU O/151 9KOHOMUYe-
cKol Oesime/IbHOCMU MECMHbIX OBLYUH U MEX-
peauoHa/bHOU KOHKypeHyuu. OOHako, HecMo-
mpst Ha 60CMuU2Hymble ycrnexu, 06beOUHEHHbIE
meppumopuasibHble 06wuHbl (OTI) Bce ewe
Hedocmamo4HO  3¢hgheKmUBHO — UCMO/Ib3YIom
rpedocmassneHHble UM  pecypcsl. Cmambsi
rocssiLyeHa PaccMOMPEHUD MeX acrekmos
dessmesisHocmu OTI, o KomopbIM  OBWUHbI
mepsirom BO3MOXHOCMb HAMO/THEHUS] MECMHbIX
6r00emos. Llesiblo  daHHOU cmambu  s18/151-
emcsi aHa/u3 npobsieM 8 cghepe huHaHCOB020
ynpasnenust OTI™ u nouck nymeli ux peweHust.
B pesysbmame nposedeHHo20 ucc/1ed0B8aHusi
onpedesieHbl Mpakmuyeckue npobiemsl oes-
mesibHocmu OTI,; Komopbie Mo2ym 6bimb npu-
YuHaMu Hecob/100eHUsT 0buuHaMU A0X0008.
pednoxeHbl MEpPbI MO UX PEWUEHUO U MUHUMU-
3ayuu Ux He2amugHO20 B/IUSHUSI.

KnioueBble cnoBa: 06be0UHEHHass meppumo-
puasnibHasi 0bwuHa, OeyeHmpasuzayusi, 60-
JKem, MeCMHbIU 6100em, 3eMesibHbIU y4acmok,
mpaHcghepm.

Tpusaroda cb0200Hi peghopma deuyeHmpariiayii 8 Yxpaii Mae Ha Memi sIKICHO MokKpawumu rMoscsikOeHHe XXummsi 2poMadsiH. JepxasHe yrpas/iHHg cmae
6irtbLU payioHa/IbHUM, 2HyHYKUM, MPO30pUM ma iHmepakmusHUM, 3MIYHIOIOMLCS BIOHOCUHU OepXasu i CyCcri/iblemaa, 3pocmae 0eMokpamuyHa Biornosi-
da/ibHICMb, MPO30pICMb PO3I00iTY PECYPCIB, 3'8/1HOMbCSI MOXJ/IUBOCMI 07151 EKOHOMIYHOT Qisi/ILHOCMI MICYEBUX 2pOMad ma MiXKpe2ioHasIbHOI KOHKYPEHUI.
OO0HaK, Hesgaxatodu, Ha docsizHymi ycrixu, 06'e0HaHi mepumopiasibHi 2pomadu (OTl) sce we HedocmamHb0 eqheKmuUBHO BUKOHYOMb CBOI MOBHOBA-
JKEHHS1 ma BUKOPUCMOBYoMb HadaHi iM pecypcu. [JaHa cmammsi fpucssyeHa po3a/nsidy mux acriekmis disisisHocmi OTI, Yepes siki 2pomadu smpadaroms
MOX/IUBICMb HAMOBHEHHST Micyesux 6rodxemis. Memoto daHoi cmammi € aHaniz npo6siem y cghepi ghiHaHcoBo20 yrpasniHHs OTIT ma nowyk wisixig ix
BUPILIEHHSI. B pe3y/ibmami nposedeHo20 00C/IOXEHHST BUHAYEHO MpakmuYHi mpobsiemu OisiibHocmi OTI, wo MOXymb 6ymu npuduHamMmu HeAompuMaHHsI
2pomadamu 0oxo0i8. Hedocmamili piseHb (hiHaHCOB020 KOHMPO/IKD Ma OUCYUIN/TIHU € MPUYUHOK BUHUKHEHHST BI00)XeMmHUX Bmpam ma yryujeHHst BU200.
OTT s 20/108HUU PO3MOPSIOHUK MICUEBO20 BHOOXKEmY He 3abe3eqyromb Ha/IeXHUU BHYMPILWHIT KOHMPO/Ib 3a MOBHOMOK HAOXOOKEHb ma BUKOpUCMAaH-
HsIM GHOOXEMHUX KOLIIMIB, BUKOHaHHSIM BH00eMmHUX 30608’s13aHb PO3MOpPsSIOHUKaMU BH00XXEMHUX KOWMIB HUXKH020 PigHS ma ix sumpamamu. BidcymHiti
MexaHi3M crigripayi 3 roéamxosUMU Op2aHaMu ma npoyedypu KOHMPO/THO WOA0 Cripas/IsiHHS! odamkis ma OpeHOHOI niamu He 3a6e3eqyyroms NosHOMU
Haoxod)xeHHst 0o 6ro0xemy OTI. brodxemHi npogpamu He 3a6e3meqyomsCsl 8i0M0BIOHUM hiHaHCYBaHHSIM 8 TOBHOMY 06CSI3i, KOWMU CrPSIMOBYHOMbLCS HA
3ax00U, 5K He 3aBX0U € rnepuioyep208uUMU 07151 32a0080/IEHHSI MOMPEe6 2pomadu. Bpaxosyoqu Le, asmopu MPONOHYMb 3ax00U W00 BUPILUEHHST ma MiHi-
Mi3ayji HeeamusHO20 BI1/1UBy Yux chakmopis. Ceped HUX MaKCuMaslbHe 3aslyHeHHs1 0o 6rodxemy OTI yCiX Ha/lexHUX nodamkig ma 360pis, MaKCcuMasibHO
eghekmuBHe BUKOPUCMaHHS1 KOWMIB MKBIOOKemMHUX mpaHcghepmis, nepeasio npuliHImMux MICUEBUX rpozpam, 3a06e3MeqeHHs1 Ha/IeXHO20 BHYMPILHIU
KOHMPO/Ib 38 HAOXOOXEHHAMU Ma BUOaMKaMU, CrpUsiHHSI €GoeKMUBHOMY BUKOPUCMaHHIO (OIHAHCOBUX PECYPCIB MICUEBUX BIOOXEMIB.

KntouoBi cnoBa: 06'edHaHa mepumopia/ibHa gpomada, oeyeHmpaizayis, 6rooxem, micyesuli 6ro0xem, 3eMesibHa OifIsiHKa, mpaHcghepm.

Introduction. Pursuant to Article 10 of the Law
of Ukraine «On Local Self-Government in Ukraine»,
functions and powers on behalf and in the interests
of territorial communities are exercised by village,
settlement, city councils, distributing powers between
themselves and their executive bodies [1].

Maximum empowerment of local governments in the
administration of taxes and fees contributes to the filling
of local budget revenue with adequate resources and
gives exclusive rights to determine the priority areas of
their use.

Normal functioning and provision of quality services
to the population depends on the financial self-sufficiency
of territorial community. Local budgets are the bases
of financial autonomy of local authorities, they are an
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important element of the system of financial regulation
of economic processes, development of culture and
education, solving social problems, their balance and
optimality are the main conditions for economic growth.
In this context, at the present stage of development, the
problems of strengthening the revenue base of local
budgets, their financial support and sufficient sources to
fill the local budgets are of particular importance.

It is the financial aspect, which is one of the most
significant factors, which the successful functioning
of an ATC depends on. Presence of economically
active business entities, a sufficient number of skilled
labor resources, a developed industrial and social
infrastructure are the bases for successful development
of localities belonging to the ATC.
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Analysis of recent research and publications.
Issues of impact and consequences of a set of
measures to implement the decentralization reform
were considered by leading experts in various fields
and scholars, such as O. Boryslavska, A. Bondarenko,
O. Drozdovskaya, V. Matvienko and others. Problems
of urbanization processes were investigated by
M. Averkin, I. Gukalova, T. Zastavetsky, N. Omel-
chenko, D. Kuzmenko, K. Sehida, E. Pertsik and others.
However, the unexplored and unanalyzed issues
remain the problematic aspects of ATCs' financial
management that are characteristic of the activities of
most communities and which do not seem to be able to
fully exercise their authority.

Setting objectives. Despite the successes
achieved in the field of decentralization, ATC still do
not use their resources effectively. The purpose of this
article is to analyze the problems in the field of financial
management of ATC and to find the ways to solve them.

Basic material and results. Local budgets have
considerable financial resources to create favorable
conditions for economic growth in the region and the
completeness of local budgets and their balance solely
depends on the efforts of local authorities. That is,
the efficient use of local budgets is a guarantee that
the territorial community will be able to provide better
and more diverse services to its residents, implement
social and infrastructure projects, create conditions for
entrepreneurship development, attracting investment
capital, improve local development programs and
finance other activities aimed at improving the living
conditions of the community.

The main sources of local budget revenues include
tax revenues (national taxes, which are legally assigned
to local budgets, local taxes and fees, as well as
deductions from national taxes), money derived from
municipal funds generated by the activities of municipal
enterprises and organizations owned by territorial
communities and payment for services provided by
local governments as well as local loans. The ratio of
these major sources in the structure of local finances
determines the degree of autonomy of local budgets [2].

The local budget revenues consist of the revenues
necessary to fulfill their own powers and the revenues
necessary to ensure the execution of the powers
delegated by law to the executive authorities. The
local budget is divided into the current budget and the
development budget.

Revenues of the current budget are formed on the
basis of taxes (taxes on income of enterprises and
organizations, value added tax, excise tax, state duty,
personal income tax, land payment, etc.). The share
of income tax and value added tax in the structure of
budget revenues is 60—65%. Citizens’ taxes are 5-7%
of total revenues. Development budget revenues are
generated through part of tax revenues, as well as
funds raised from local loans, investment grants and
from other budgets.

The activities of ATC are determined by the
provisions of the Constitution of Ukraine, the Budget
Code of Ukraine, the Laws of Ukraine «On the State
Budget» for the relevant years, the Law of Ukraine
«On Local Self-Government in Ukraine», the decisions
of local self-government bodies (the manager of the
budget funds), other legislative and regulatory acts
and administrative acts, documents that determine the
procedure for calculating and prioritizing the budgetary
policy of ATC.

The use of local budget funds is directly related to
the performance by the state and local self-government
bodies of their responsibilities and tasks, the most
important of which is to create conditions for continuous
increase of real incomes of the population and quality
of budget services, socio-economic development of the
region and meeting the needs of the population.

Key problems and complications in the area of
budget revenue generation are in the management of
land resources and communal property, as well as in
the establishment and collection of tax payments.

This is due to the lack of control over the
completeness of compliance with the terms of the lease
agreements and the lack of proper cooperation between
local governments and the tax service, which leads to
budget under-execution.

For a long time, land payments had the status of a
national tax, fixed by local budgets. It was one of the
main sources of replenishment of local budgets, even
when privileges were used for certain categories of
landowners and land users. Since 2015, land payment
has gained a new status: from one type of payment for
the special use of natural resources it has become a
component of property tax and has received the status
of local tax.

Land Code No. 2768-1ll dated October 25, 2001
stipulates that land use in Ukraine is paid [3]. Land
payment is paid in the form of a land tax or rent.

Adjustment of the payment for land is regulated by
the Tax Code of Ukraine No. 2755 dated December 2,
2010 [4]. According to it, land taxes payers are owners
of land and land parcels, and land users, and subject
to taxation are land owned or used and land owned
shares. Landowners and land users pay a fee for the
land from the date of the ownership or right to use the
land.

According to Article 33 of the Law of Ukraine
«On Local Self-Government in Ukraine» charging for
land belongs to the executive powers of the executive
bodies of village, settlement and city councils, and
control over the observance of land legislation, use and
protection of land belongs to the delegated powers.

According to Article 189 of the Land Code of Ukraine
local authorities exercise self-government control over
the use and protection of land.

In accordance with the provisions of the Law of
Ukraine «On Local Self-Government in Ukraine» the
material and financial basis of local self-government is
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movable and immovable property, local budget revenues,
other funds, land, natural resources that are communal
property of territorial communities. The completeness
of the needs of the respective territorial communities
depends on the rationality and efficiency of disposal of
communal property and natural resources [1].

Local self-government bodies have the right to
control not only the timely receipt of payment for land,
but also the implementation of economic agreements in
the correctness of determining the amount of rent.

Often, there is a lack of proper accounting of the
number of land plots under the relevant decisions of the
local self-government body in ATC, concluded leases
of land plots, and the contracts themselves may be
partially absent.

In its turn, a state audit [5] shows that rents are often
paid late, or not fully, which leads to the loss of income
by the budget of appropriate ATC. It is often the case
that operational accounting and analytical work on such
arrears by the relevant land department is not carried
out at all, and no claim for debt arrears is carried out.
Also, the rate of rent for land under concluded contracts
is often not revised for a long period; changes in the
normative monetary valuation, indexation of land value
are not taken into account. This, in turn, indicates that
communities do not fully exercise their authority in
controlling land use.

Another opportunity to generate additional revenue
to the ATC budget is to lease land of water fund and
water bodies.

According to Article 122 of the Land Code of
Ukraine, the powers to lease land under water bodies
for lease use within the settlements belong to the village,
settlement and city councils and outside the settlements
to the regional state administrations.

Many ATCs do not use this opportunity to generate
additional income without concluding leases, and
therefore a large proportion of tenants use water bodies
without proper paperwork or re-registration.

Real estate tax other than land belongs to local
taxes. According to paragraph 266.5.1 of the paragraph
266.5 Article 266 of Tax Code of Ukraine tax rates for
residential and / or non-residential real estate owned
by individuals and legal entities are set by decision
of the village, settlement, city council, depending on
the location (zoning) and types of such real estate in
size not exceeding 1.5 percent of the minimum wage
established in the reporting (tax) year per 1 square
meter of tax base.

ATCs often set the real estate tax rate below the
maximum level set by the Tax Code of Ukraine. This and
the lack of a single register of property owners make it
impossible for ATCs to increase the revenue side of the
budget.

Absence of mechanism for cooperation with the
tax authorities and control procedures for tax and rent
payments charges causes the incompleteness of the
budget revenues of ATC.
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Insufficient measures to coordinate appropriately
with the cooperation of the bodies providing revenue to
the ATC budget cause revenue shortfalls.

In additon, ATCs do not always enter into
agreements with the developers on the participation in
the construction of the infrastructure of the settlement, or
exempt from the share patrticipation of developers who
have not carried out the construction of engineering,
transport or social infrastructure.

Another problem of ATC is the failure to ensure
timely and full use of intergovernmental transfers to fulfill
state-mandated powers and measures.

Intergovernmental transfers is one of the forms of
implementation of the principles of intergovernmental
budgetary policy and organization of the budget process
in Ukraine under conditions of transfer of powers to use
resources between budgets of one level to budgets of
another level. The need for intergovernmental transfers
arises from a discrepancy between the division of
powers between management and the allocation of
revenue sources to fulfill them.

Intergovernmental transfers in ATC address the issue
of compensation for the costs of the implementation of
state delegated powers, the cost of which exceeds the
budgetary capacity of the local government, as well as the
problems caused by the uneven mobilization of budget
revenues and social problems related to the specific
development of the territory and its economic viability.

The presence of significant balances of unused
subsidies and dotation from the state budget in many
ATCs confirm the inefficiency of budgetary management
and the lack of control at the local level. However, when
planning expenditures for the respective sectors in the
next budget periods, the presence of these balances
of intergovernmental transfers is often not taken into
account.

These facts create an imbalance of the required
financial resources and the inconsistency of budget
allocations.

In addition, ATCs often store free unused balances
in their accounts, which, when placed in banks’ deposit
accounts, would allow them to generate additional
income.

The basis for the development of territorial
communities is the efficient use of budgetary funds, while
ensuring a direct correlation between the distribution of
funds and the actual results of their implementation in
accordance with the identified priorities of community
development.

The solution to this problem can be achieved by
applying the program-target method. The program-
target method in the budgetary process is a method
of managing budgetary funds to achieve concrete
results at the expense of budgetary funds, using the
assessment of the efficiency of use of budgetary funds
at all stages of the budgetary process.

Particular components of the program-target method
in the budget process are budget programs, responsible
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budget executors, passports of budget programs and
their performance indicators. They are determined by
the main spending units.

Shortcomings in the development, financing,
implementation and reporting on the results of local
programs, as well as their considerable number, lead
to their under-financing and dispersion of budgetary
resources, which does not contribute to the achievement
of goals planned by ATC.

Often, programs are not adequately funded in their
entirety, and funds are channeled into activities that
are not always paramount to meeting the needs of the
community, which, against the background of resource
scarcity, is an inefficient use of funds.

Budget allocations are divided into different
measures, which do not ensure maximum concentration
of financial resources, fulfilment of priorities, definition
of effective indicators that would reflect real problems
and achievement of concrete results.

One of the components of additional burden on
the budget of the communities is the financing of state
bodies, which are financed from the state budget and
perform nationwide functions and provide support to
public organizations. Funds for the maintenance of
regional departments of the National Police, the State
Emergency Service, the Security Service of Ukraine,
military commissariat are allocated from the budgets of
local self-government. Although according to the Budget
Code of Ukraine, expenditures on the maintenance of
these institutions are not foreseen to be provided from
local budgets.

Often, networks of educational institutions,
relationships with utilities, and the state of roads and
streets require optimization.

Thus, ATC, as the main manager of local budget, do
not ensure proper internal control over the completeness
of revenues and the use of budgetary funds, taking
of budgetary commitments by the lower level budget
spending units and their expenditures.

Conclusions. Despite the positive trends of
decentralization, there are factors that impede the full
utilization of available opportunities and reserves of
ATC. Insufficient level of internal financial control and
financial discipline is the cause of budget losses and
loss of benefits. For example, measures taken by local
governments to ensure the completeness of rents and
land tax from individuals and legal entities are insufficient
and inefficient, resulting in an increase in the amount of
tax debt and the income shortfall of the ATC budget.

Under such conditions, it is advisable for ATC to:

— Develop and approve a number of measures
to maximize the involvement in the ATC budget of all
due taxes and fees, including through the inventory
of contracts that depend on the completion of the
budget, their implementation status, verification with the
authorities that administer these revenues, to work to
prevent the formation of debt to the community budget
on the above taxes.

— Ensure the most efficient use of intergovernmental
transfers, control their timely use for their intended
purpose, and prevent the unreasonable generation
of balances.

— Strengthen internal control over the receipt and
use of financial and material resources by developing
appropriate measures and identifying responsible
persons for their implementation and internal
financial control.

— View accepted local programs, optimize them by
size and individual activities and review performance.

— Ensure proper internal control over expenditures
when planning and implementing expenditures for
implementation of local program activities and promote
efficient use of local budget financial resources.

— Create an internal audit unit.
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