B PO3BUTOK MPOOYKTUBHWX CWJT | PETIOHAJIbHA EKOHOMIKA

PO3LT 5. PO3BNTOK MPOLYKTUBHKX CIAJT
| PETTOHAJIbBHA EKOHOMIKA

SOLUTION OF ECONOMIC PROBLEMS OF THE REGION
AS THE MAIN ACTIVITY OF LOCAL SELF-GOVERNMENT BODIES

BUPILLEHHA EKOHOMIYHUX NPOB/IEM PEFMOHY K OCHOBHUI HAMPAM
AIANTbHOCTI OPrAHIB MICLUEBOIO CAMOBPAAYBAHHA

UDC 332.146.2
https://doi.org/10.32843/infrastruct37-70

Danyleychuk Ruslan

Candidate of Economic Sciences,
Senior Lecturer at Department of
Economics and Management Theory
Ivano-Frankivsk National Technical
University of Oil and Gas

The models of local self-government and regional
development financing in the world are analyzed
and their elements which can be used in Ukraine
are exposed. The basic ways to increase the
efficiency of local self-government bodies’ activ-
ity in the context of solving the regional eco-
nomic problems are determined in the article. It
is established that the solution of the problem of
interaction between state and regional authorities
at the present stage is largely restrained due to
the lack of balance of state and regions economic
interests, state regulation on the division of man-
agement functions. In our opinion, the search for
such a balance should become a priority area
of scientific and practical research in the field of
local self-government. Implementation of a well-
grounded comprehensive regional policy in all
aspects of its manifestation is a prerequisite for
building an effective system of local self-govern-
ment in our country and achieving real economic
security for the regions.
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B cmambe npoaHa/u3uposaHsl Modenu Mecm-
HO20 camoynpas/eHust U ¢huHaHcoBoz20 obecne-
YeHUsI pe2UOHOB 8 MUpPe, OBHapyXeHbl me Ux

3/1leMeHMbI, KOMopblie Mo2ym 6biMb BHEOPEHI
8 YkpauHe. OnpedesieHbl OCHOBHbIE Mymu
M0BbIWEHUS 3¢hghekmusHoCMU desimesibHocmu
0p2aHoB MECMHO20 CaMOyPas/IeHUs! 8 KOHMEK-
Ccme peleHusi 3KOHOMUYECKUX Mpob/ieM peau-
OHa. YCmaHOB/EeHO, Ymo peweHue npob/embl
B3auMooelicmsusi 20Cy0apCMBEHHbIX U peau-
OHa/IbHbIX Op2aHO8 YrpaseHuUsl Ha COBPEMEH-
HOM amare 8 3Ha4yumesibHol cmereHu coep-
Xugaemcs o fpuduHe omeymemausi 6anaHca
9KOHOMUYECKUX UHMepecos 2ocydapcmsa U
PE2UOHO8, 20CY0apCmBEeHHO20  peaiaMeHma
no pacnpedeneHuto  ghyHKYul  yrpasieHust.
VIMEHHO rouck makoeo 6asiaHca, no Hawemy
MHEHUIo, U O0/DKeH cmamb NpUopUMemHbIM
Harpas/ieHueM Hay4HO-NPaKmu4ecKux uccrie-
dosaHull B Chepe MECMHO20 CaMoyrnpasg/IeHUs.
Peanusayusi 060cHoBaHHOU KOMI/IeKCHoU peau-
OHa/IbHOU MO/IUMUKU B0 BCEX acriekmax ee npo-
AIBNEHUSI SIB/IIEMCS1 HEOOXOOUMBIM  yCrI0BUEM
110CMpOeHUsT B8 HaweMm 2ocyoapcmse aghchek-
mugHoU cucmeMbl MECMHO20 CaMOypPas/IeHus!
u docmuxeHus1 peasibHOU IKOHOMUYeCKoU 6e3-
0ornacHoCmu Pe2uoHOoB.

KntoueBble cnosa: mecmHoe camoynpassie-
HUe, 3KOHOMUYECKasi CcaMoCmosime/lbHOCMb
PE2UOHO8, (PUHAHCUPOBaHUE MECMHO20 pas-
BUMUS.

B cmammi npoaHasizosaHo Modesli Micyeso2o caMoBpsidyBaHHSI ma (DiHaHCOBO20 3abe3reqeHHs PecioHi8 8 CBIMI, BUSIBNIEHO Mi iX enemMeHmu, siKi
MOXymb 6ymu 8riposacxeHi 8 YkpaiHi. BusHa4eHO OCHOBHI W/IsXU MiOBUWEHHST eheKmuBHOCMI Oisi/IbHOCMI OpaaHiB Micyesoeo camMospsidyBaHHs 8
KOHMeKCMIi BUPILIEHHST eKOHOMIYHUX 1Po6/ieM pezioHy. [1oCniOXeHHs! MPosedeHo 3 MEMOK0 MOWYKY WSIXIB MOBUWEHHST echeKmusHOCMI Oisi/ibHOCMI
opaaHiB MICUeBo20 camospsidyBaHHs1 B KOHMEKCMI BUPIWEHHS] eKOHOMIYHUX NpOo6/IeM pe2ioHy Ha OCHOBI KPUMUYHO20 aHaslidy csimosoeo docsidy
pO38'A3aHHS Y020 MumaHHs. BcmaHog/MeHo, ujo po3s’s3aHHs npobsiemu 83aeModii OepkasHUX ma pe2ioHa/lbHUX Op2aHig Yrpas/liHHSA Ha Cy4acHoMy
emari 8 3HayHili Mipi CMPUMYEMBLCS 3 MPUYUHU BIOCYMHOCMI basiaHCy eKOHOMIYHUX IHmepecis 0epxxasu ma pezioHis, 0ep)asHo20 peaiaMermy o
po3nodiny chyHkyil yrpasniHHs. Came nowyk makoeo banaHcy, Ha Hawly OyMKY, i MOBUHEH Cmamu MpiopUMEMHUM HarnpsiMOM HayKOBO-MPakMUYHUX
docnidxeHs y cghepi Micyeso2o camospsidysaHHsl. [pobrema srposaceHHs1 HOBOI cucmeMu hiHaHCOB020 3abe3redeHHs1 Oisi/IbHOCMI opaaHis Micye-
B020 CaMOBPsI0yBaHHsI He MOXe 6ymu po3s’sisaHa /luLle Ha BULLOMY OepxXasHOMY pisHIi. BoHa nompebye KOMIIEKCHOT pobomu BCIX op2aHi8 BUKOHABHOI
ma 3aKoHoOasYoi B/1adu, HayKOBUX YCMaHOB, & MaKoX MesHo20 MPOMIKKY Yacy. [l/1s NPUCKOPEHHs i po38’sisaHHs1 HEOOXIOHO, nepw 3a sce, 3asep-
wumu pobomy Hao BU3HaYEHHSIM HOPM coyia/ibHUX BUMpam 3a okpemumu cghepamu 0718 moeo, wjob 0ocsiamu 00HaK0B020 3abe3rneyeHHs! Hace/1eHHs1
6nazamu ma rocsy2amu 3a PaxyHoK Grodxemy Ha pisHUX mepumopisix. BusHadeHo, wo ¢ghopmysaHHs ¢hiHaHCOBOI 6asu Micyeso2o camospsioyBaHHs
— O0He 3 HallBaX/1uBILLUX MUMaHb rpu nobydosi BUCOKOEGHEKMUBHOI cucmeMu g1adu 8 kpaiHi ma pezioHi. Xoya 8 ¢8imosill npakmuyi i BiIOCYmHi yHi-
BepcasibHI peyenmu supieHHs yiei npob/iemu, npome, sik npasusio, ghiHaHCoBI pecypcu opaaHis MicYesoi 81adu Cck1adarombCsi 3 080X OCHOBHUX dac-
MUH — OepxasHUX BidpaxysaHb y su2/1s10i domayil, cybcudili ma cybseHUyili, @ makox 0oxodis 8i0 Micyesux rnodamkis ma 360pis. OcHosa hiHaHCOBOI
He3a/1eXHOCMI pe2ioHi8 MOBUHHA M0/1i2amu 8 ONMUMa/IbHOMY BpaxyBaHHI iHmepecis 0epxxasu, MonpPUEMHUULKUX CIMPYKMYP, HaCe/IeHHs | Micyeso2o
camoBpsidyBaHHS, OCKi/IbKU HIYUM He 0bMexeHa (hiHaHCoBa HE3a/IeXHICMb PE2IOHIB Mae maki X He2amusHi HacioKU, siK | HaOMipHa yeHmpasizayisi y
BUKOpUCMAaHHI ¢hiHaHCOBUX Pecypcis, WO CMBOPIoMbCS Ha 0aHili mepumopii. [josedeHo, wo 0715 Mobydosu 8 Hawili depxasi eghekmuBHOI cucmemu
Micyeso20 camospsidyBaHHsI ma 0/151 0CSI2HEHHS peasibHOI eKOHOMIYHOI 6esreKku pezioHi8 HeobXiOHa peasizauisi 06rpyHMOBaHOI KOMII/IEKCHOI peaio-
Ha/TbHOI MO/IMUKU B8 yCix acrekmax i mposisy.

KntouoBi cnoBa: micyese camospsioysaHHsl, EKOHOMIYHa CaMOCMIUHICMb Pe2iOHIB, (hiHaHCyBaHHs1 MICUEBO20 PO3BUIMKY.

Introduction. In every country in the world, citi-
zens' appeal to power is primarily focused at the
local level. Law, housing, transport or other issues
are mostly solved in villages, cities, and districts.
The proximity of the system of self-government to
people’s lives makes it an urgent task to study and
improve this system [1].

At the same time, the main problem at all levels
of government in Ukraine is the lack of a clear delin-
eation of functions, financial support for their perfor-
mance and responsibility between central and local
authorities. Often, analytics note the duplication of
certain functions of central government and local self-
government, or the existence of an inefficient system
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of financial provision for certain functions at all levels
of government [2-4]. All this leads to inefficient orga-
nization of local government in our country, making
ineffective management decisions, conflicts between
individual branches and levels of government, etc.

Analysis of recent research and publica-
tions. Problems of the local self-government system
improvement and the increase of efficiency of regional
power bodies activity are devoted to scientific works
of many scientists, in particular V.I. Kravchenko
[3], V. Nanivska [4], V.P. Petrenko, M.O. Danilyuk,
AV. Popadyuk, Z.O. Maniv [5], M.A. Khvesyk,
S.O. Lyzun, A. Sunduk [6-7], V.A. Holian, O.V. Sakal,
O.V. Kalenska [8] and others. At the same time, the
guestions of finding the balance of economic inter-
ests of the state and the regions, the state regulation
on the distribution of management functions, as well
as the practical implementation of scientific achieve-
ments in the field of activity of local self-government
bodies in the practice of their work remain unresolved.

Setting objectives. The purpose of this study is
to find ways to increase the effectiveness of the local
government in the context of solving the economic
problems of the region, based on a critical analysis of
the world’s experience in solving this issue.

Results. When considering the local government
in the world, it is worth noting that there is no opti-
mal model of it. Moreover, even it is sometimes dif-
ficult to find a single model within a single state. So
there are three major schemes in the US and five in
Germany. At the same time, with all the differences,
there are two characteristic trends of self-govern-
ment in the world.

The first of them is to gain some self-government.
This model of local self-government was called
"state". In practice, this means that the self-govern-
ment bodies mainly perform the functions delegated
by the state government, and their autonomous pow-
ers are very limited. A similar trend is clearly evident
in the UK and in recent decades in Germany.

On the contrary, the other tendency is based on the
decentralization of the local self-government system;
the corresponding model was called "public”. In prac-
tice, this means extending the autonomous powers of
the local authorities, transferring to their jurisdiction
and under their responsibility those areas that were
previously under the control of the central authorities.
A similar trend is typical for both the United States
and modern France [3].

Analyzing the structure of local government in the
world, it should be noted that there are several basic
schemes and their many variations. In one of the
schemes, the population elects the head of the exec-
utive power in the region (for example, the governor
in the USA, the voivode in Poland) and in the city (for
example, the mayor in the USA and Italy, the burgo-
master in Bavaria (Germany)). In parallel, there is a
representative body whose powers (primarily control-
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ling and budgetary) are separated from the functions
of the executive body. Another scheme involves the
election of the head of the executive power by the
deputies themselves. In this situation in some cases
the elected chairman simultaneously heads the rep-
resentative body that elected him/her, in other cases
these positions are divided.

Local government functions also vary depending
on the specificities of different countries and even
their individual territories. At the same time, they are
subdivided into functions of self-government and
functions delegated by the state. The first are the
tasks of road and housing construction, social assis-
tance, secondary education, energy supply, water
supply and sewerage, and more. The second is law
enforcement, emergency and rescue services, civil
defense, population census, national elections and
more. This distinction is not absolute, since there is
another gradation: the division of functions between
the "top down" self-governing bodies. For example,
the prospective planning of housing construction is
the prerogative of the region (region, state, province),
its financing: the district (department, county), and
direct construction: cities, villages.

It is worth noting that the implementation of local
government functions in practice is fraught with many
difficulties. And in the most developed countries, one
can often hear the mutual grumble of representatives
of different levels of government. The authority of the
more local level complains of ignoring its needs and
the authority of the higher level complains of local
selfishness. The main problem is often financing both
abroad and in Ukraine [6; 8-10].

Formation of local self-government financial base
is one of the most important issues in building a highly
efficient system of government in the country and in
the region. Although there are no universal recipes for
solving this problem in the world, as a rule, the finan-
cial resources of local authorities consist of two main
parts: state payments in the form of grants and sub-
sidies, as well as revenues from local taxes and fees.
The types and rates of local taxes and fees also vary
by country and territory. However, it is mainly based
on real estate taxes, land, and income tax.

The basis for the financial independence of the
regions must be the optimal consideration of the
interests of the state, business structures, popula-
tion and local self-government. However, it should
be noted that unlimited financial independence of
the regions has the same negative consequences
as the excessive centralization in the use of finan-
cial resources. In Ukraine local self-government is
developing and improving, although many are not
satisfied with the pace of its development. At this
stage in our country it is necessary to form a model
of self-government, which would be based on local
traditions and incorporate all the best from the mod-
els of other countries.
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According to the President of the National Acad-
emy for Public Administration under the President of
Ukraine V. Nanivska, it is advisable for our country to
learn from the experience of Western countries that
have established an effective system of power distri-
bution, including powers and their financial support. In
England, for example, the lowest level of authority is
responsible for garbage collection (the local author-
ity and, accordingly, the taxes collected for such pur-
poses are fully directed to those authorities); education
is overseen by a higher level (the county government,
which fully withholds education taxes); central authori-
ties, which, for example, withhold taxes on military
security, bear full responsibility for it [4, p. 58].

In this way, the goal is achieved not only to build-
ing a clear system of accountability, but also to an
efficient distribution of funds. These issues are so
interconnected that the resolution of one determines
the effectiveness of solving the other, the primary
issue being the problem of financial security and the
responsibility is already derived from the given one.

The basis of the local model of local self-govern-
ment should be the system of financial institutions,
which, however, is not yet complete in Ukraine. Prac-
tical experience during independence allows con-
cluding that within the structure of the local financial
institutions system in Ukraine the following institutes
are formed: independent local budgets, extra-budget-
ary, currency and trust funds of local self-government
bodies, local taxes and fees, municipal loans, munici-
pal payments, utilities finances.

In this structure, the public service institution is
only emerging, though foreign experience shows
that it is foremost in the local finance system [3, p.
112]. This is due to the fact that the volume and form
of local finances determine the allocation of state
responsibilities for public services. Local govern-
ments build their own local finance systems accord-
ing to the needs of public in alignment with their
inventory, structure, scope and quality. In Ukraine,
there is no clear legislative definition of the quantita-
tive characteristics of services provided by different
levels of executive power and local government, so
the whole system of local financial institutions cannot
be considered holistic.

Parallel to determining the parameters of services
provided by the region, it is necessary to ensure
the independence of local budgets. They are those
funds that mobilize the bulk of the financial resources
needed to provide public services. The basis for the
independence of the local budget are its own and
fixed revenues, which are defined in the legislation
of Ukraine on the budget system. However, the legal
acts do not provide a detailed and exhaustive list of
local budget revenues, and the procedure for the for-
mation and use of the own revenue sources is not
clearly regulated. Thus, in this direction it is necessary
to proceed to the formation of local, regional budgets

from the bottom to the top by stable standards of all
taxes, to delegate to local and district bodies of state
power the right to dispose of natural resources and
land [7; 8].

It is also advisable to give local authorities the
right to regulate and carry out foreign economic rela-
tions, to create special economic zones and districts.
The consequence of such steps will be the ability of
each region to carry out its internal economic policy,
to ensure, within the limits of the powers delegated to
it, the achievement of its own goals, which will con-
tribute to the achievement of national goals [5, p. 72].

Improvement of the existing system of distribu-
tion of taxes and fees in the context of increasing the
economic autonomy of local authorities requires the
implementation of the following steps:

1) raising the level of own revenues of regional
and local budgets;

2) bringing current legislation in line with existing
sources of funding;

3) establishing fixed shares of each level of gov-
ernment in general taxes and securing them at the
appropriate levels of budgets for a long period;

4) solving the problem of rational separation of
expenditures and revenues between all units of the
budget system;

5) defining the norms of distribution of national
taxes between state and local budgets at the same
level for all regions of the country;

6) providing targeted grants and subsidies to the
regions and strengthening control over their use.

It is worth noting that the current state of economic
autonomy of the regions and significant problems in
the financial support of local self-government activi-
ties are largely due to the fact that the existing deploy-
ment of productive forces, the level of regional eco-
nomic potential were determined not by the national
interests of Ukraine, but by the current needs of the
former Soviet Union, the consequences of which are
still tangible. The concept of regional policy imple-
mented in Ukraine envisages giving the regions con-
siderable economic autonomy, clear separation of
powers, conducting reasonable budgetary policy, and
assisting the regions in the optimal allocation of pro-
ductive forces. In our opinion, the consequences of
implementation of this concept are already beginning
to be felt in all regions of our country. Along with the
expected economic growth, which is projected at the
level of more than 5% per annum in 2020-2024 [11],
as well as increasing the well-being of the population,
the financial autonomy and economic security of the
regions will increase.

The Association of Cities of Ukraine (ACU), which
has been in operation since June 1992, is also
intended to promote such growth. This Association
was established after the official adoption of the Euro-
pean Declaration of Urban Rights dated 18.03.1992.
The relevant document sets out 20 basic principles
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that contribute to the comprehensive development
of the population and urban infrastructure in Europe.
The document focuses on security issues — legal,
environmental, a number of topics dealing with social
issues: the right to work, housing, recreation, health
care and prevention, sports. Relevant issues are also
addressed in the national declaration, and the main
purpose of the ACU is to protect the legal rights and
interests of its members in public authorities, to inter-
act with governmental bodies and international orga-
nizations in order to become an effective socially ori-
ented market economy. The ACU has demonstrated
its need for the development of a democratic society
and for improving the effectiveness of the local self-
government bodies’ growth over 17 years [12].

Conclusions. Summarizing the above, it should
be noted that the solution of the problem of interac-
tion between state and regional authorities at the
present stage is largely restrained due to the lack of
economic interest balance of the state and regions,
state regulation on the division of management func-
tions. In our opinion, the search for such a balance
should become a priority area of scientific and practi-
cal research in the field of local self-government. The
problem of introducing a new system of financial sup-
port for the activities of local self-government bodies
cannot be solved only at the highest state level. It
requires a comprehensive work of all executive and
legislative bodies, scientific institutions, as well as a
certain period of time. In order to accelerate its reso-
lution, it is necessary first of all to complete the defini-
tion of social spending standards in individual areas
in order to achieve equal provision of goods and ser-
vices to the public at the expense of the budget in
different territories.

Thus, in order to build an effective system of local
self-government in our country and to achieve real
economic security of the regions, it is necessary to
implement a well-grounded comprehensive regional
policy in all aspects of its manifestation.
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LOCAL RESOURCES MANAGEMENT UNDER CONDITIONS OF DECENTRALIZATION

The purpose of the article. To find ways to increase the local governments effectiveness in the context of solv-
ing the economic problems of the region, based on a critical analysis of the world’s experience in solving this issue.

Methodology. The following methods, methodological techniques and tools were used in the process of
research: method of logical and historical approach, making managerial decisions, analysis and synthesis, a
system approach.

Results. The main problem at all levels of government in Ukraine is the lack of a clear delineation of func-
tions, financial support for their performance and responsibility between central and local authorities. Often,
analytics note the duplication of certain functions of central government and local self-government, or the
existence of an inefficient system of financial provision for certain functions at all levels of government. All this
leads to inefficient organization of local government in our country, making ineffective management decisions,
conflicts between individual branches and levels of government, etc.

Formation of local self-government financial base is one of the most important issues in building a highly
efficient system of government in the country and in the region. Although there are no universal recipes for
solving this problem in the world, as a rule, the financial resources of local authorities consist of two main parts:
state payments in the form of grants and subsidies, as well as revenues from local taxes and fees. The types
and rates of local taxes and fees also vary by country and territory. However, it is mainly based on real estate
taxes, land, and income tax.

The basis for the financial independence of the regions must be the optimal consideration of the interests of
the state, business structures, population and local self-government. However, it should be noted that unlim-
ited financial independence of the regions has the same negative consequences as the excessive centraliza-
tion in the use of financial resources. In Ukraine local self-government is developing and improving, although
many people are not satisfied with the pace of its development. At this stage in our country it is necessary to
form a model of self-government, which would be based on local traditions and incorporate all the best from
the models of other countries.

In this way, the goal is achieved not only by building clear system of accountability, but also by an efficient
distribution of funds. These issues are so interconnected that the resolution of one determines the effective-
ness of solving the other, the primary issue being the problem of financial security and the responsibility is
already derived from the given one.

The basis of the local model of local self-government should be the system of financial institutions, which,
however, is not yet complete in Ukraine. Practical experience during independence allows concluding that
within the structure of the system of local financial institutions in Ukraine the following institutions are formed:
independent local budgets, extra-budgetary, currency and trust funds of local self-government bodies, local
taxes and fees, municipal credit, municipal payments, utilities finances.

Practical implications. It is established that the solution of the problem of interaction between state and
regional authorities at the present stage is largely restrained due to the lack of balance of state and regions
economic interests, state regulation on the division of management functions. In our opinion, the search for
such a balance should become a priority area of scientific and practical research in the field of local self-
government.

The problem of introducing a new system of financial support for the activities of local self-government
bodies cannot be solved only at the highest state level. It requires a comprehensive work of all executive and
legislative bodies, scientific institutions, as well as a certain period of time. In order to accelerate its resolution,
it is necessary first of all to complete the definition of social spending standards in individual areas in order to
achieve equal provision of goods and services to the public at the expense of the budget in different territories.

Implementation of a well-grounded comprehensive regional policy in all aspects of its manifestation is a
prerequisite for building an effective system of local self-government in our country and achieving real eco-
nomic security for the regions.

Valueloriginality. In our work the models of local self-government and regional development financing
in the world are analyzed and their elements which can be used in Ukraine are exposed. The basic ways of
efficiency increase of local self-government bodies’ activity in the context of decision of regional economic
problems are determined in the article.
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