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Abstracts

The financial policy of the state determines its future. Financial prudence of public pol-
icy depends on many factors. These factors can have an economic, political, social, and
even environmental sense. The economic analysis showed the need to regulate the main
budget indicators in Ukraine. In this paper the main indicators of Ukraine’s, Rivne’s re-
gion and Rivne budget formation have been investigated. The best experience of develop-
ment countries has been learned and the main improvement measures of budget formation
have been ordered.
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Streszczenie

Polityka finansowa panstwa decyduje o jego przysziosci. Bogactwo porzgdku
publicznego zalezy od wielu czynnikow. Czynniki te mogg by¢ ekonomiczne, polityczne,
spoteczne, a nawet charakter srodowiskowy. Analiza ekonomiczna wykazata potrzebe
regulacji gtownych wskaznikow budzietu na Ukrainie. W tym artykule przedstawiono
glowne wskazniki budzetowe Ukrainy jako catoSci, aw szczegolnosci regionu Rowne
badano. Najlepsze praktyki W zakresie rozwoju krajow badano, a glowne dziatania na
rzecz poprawy budzetu proponowanego w niniejszym artykule.

Stowa kluczowe: polityka fiskalna, zarzgdzanie, ekonomia, narzedzia, wydajnosé,
budzet.

AHHOTAIIUSA
Qunancosas noaumuxa 2ocyoapcmea onpeoensem e2o oyoywee. Qunancosoe baazo-
noJayuue 20cy0apcmeeHHou NOAUMUKY 3A8UCUM OM MHO2UX (haxmopos. Dmu gaxmopol
MO2Yym umems IKOHOMUYECKYIO, NONUMUYECKYIO, COYUATbHYIO, U 0adce KOL02UHECKVIO
npupody. DKOHOMUUECKUU AHAAU3 NPOOEMOHCIMPUPOBAT He0OX00UMOCHb Pe2yauUpO8aHUs
OCHOBHBIX nokazameretl 6100xcema 8 Yxpaune. B dannoui pabome ocrnognvie 6100cemmbvie
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nokazamenu Yxpaunvl 6 yenom, Pogenckou obracmu ¢ yacmnocmu ObLiu UCCIEO08AHDL.
Jlyuwuii oneim cmpan 6 oonacmu pazeumust ObLL U3Y4eH U OCHOBHbIE Mepbl N0 COBEPULEH-
CMBOBAHUIO POPMUPOBAHUSL OI00JICEMA NPEDTIONCEHbL 8 IMOU CIAmbe.

Knwuesvie cnosa: gunancosas noaumuka, ynpasieHue, KOHOMUKA, UHCMPYMeHmbl,

aghgpexmusrocms, 6100x0Ccem.

The adoption in 2010 of new Budget Code
of Ukraine and Tax Code of Ukraine fundamen-
tally have changed the tax system of Ukraine in
general and administrative units in particular.
We know that these innovations had not initially
perceived positively, especially small business-
es, which led to a series of protests. However,
the last time checked the stability of the tax sys-
tem and timely adoption of state and local budg-
et before the budget period.

The international experts [1; 2; 3], exploring
the possibility of adapting of Ukraine to the Eu-
ropean Union’s requirements, insist on the need
to improve the public fiscal policy of Ukraine.

Budget is a plan for the consolidation and
use of financial resources for tasks and functions
delegated to the bodies of public administration,
administration of the Autonomous Republic of
Crimea and local self-government bodies in the
respective budget period (art. 2 of the Budget
Code). The budget comprises revenues and ex-
penses compose budget funds. The local budget
— is a set of economic relations, which is an in-
strument of distribution and redistribution of
GDP and national income, thereby ensuring the
establishment of the financial base of local au-
thorities to meet economic and social needs.

There are numerous number of normative
legal documents of government budget process
in Ukraine, namely the Constitution of Ukraine,
the Budget Code of Ukraine, the Tax Code of
Ukraine, the Economic Code of Ukraine, Laws
of Ukraine "On local government in Ukraine",
"On local state administrations” "On state fore-
casting and elaboration of programs of econom-
ic and social development of Ukraine," Ukraine
Decrees of the President, the Cabinet of Minis-
ters of Ukraine, orders of ministries and other
documents.

It was established, that the process of budget
spending and its formation corresponds to a
large number of government. In particular, this
Parliament of Ukraine, the Cabinet of Ministers
of Ukraine, Ministry of Finance of Ukraine,

Ministry of Economic Development and Trade
of Ukraine, the Control and Revision Office of
Ukraine, the State Treasury Service of Ukraine,
State Fiscal Service of Ukraine, the State Finan-
cial Inspection of Ukraine, the Accounting
Chamber and others. Since the management
structure of the budget is rather cumbersome
and complex, it does not deprive it of a number
of shortcomings.

The Ministry of Finance of Ukraine elabo-
rates the draft law on the state budget of Ukraine
for the respective year, a forecast for the figures
of the consolidated budget of Ukraine, secures
the execution of the state budget, controls com-
pliance with the budget legislation at every stage
of the budget process in terms of the state budg-
et and the local budgets. Budget revenues are all
tax revenues and other revenues which are irre-
versibly transferred to the budget and are col-
lected in accordance to the legislation of
Ukraine (including transfer payments, fees for
administrative services, own revenues of public
institutions), re-payment of loans to the budget,
revenues from state (local) loans, revenues from
the privatization of state property (for the state
budget), return of budget funds from deposits,
revenue from the sale (redemption) of stocks.
Budget expenses are funds utilized for the im-
plementation of programmes and measures in-
cluded in the respective budget, loans granted
from the budget, debt re-payment and transfer of
budget funds to deposit accounts as well as the
purchase of stocks.

The budget system of Ukraine consists of the
state budget and local budgets. In this work the
analysis of the main indicators of the state
budget of Ukraine in 2011-2015 years in min.
hrn. has been done (table 1).

As the data in table 2 demonstrate, govern-
ment revenue in Ukraine increased by 202363,2
min. hrn or 64,3% in 2015 year in comparison to
2011 year. Most government revenue was made
in 2015 — 516980,1 min. hrrn., and the lowest
income — 314616,9 min. hrrn in 2011 year. The
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largest share take tax revenues. Their share in-
creased by 56.7% which in absolute terms
amounted to 148365,8 min. hrn in 2015 com-
pared to 2011. In second place are domestic tax-

Ne 1 (3) 2016

es on goods and services Their share increased
by 47,2% which in absolute terms amounted to
76926,8 min. hrn in 2015 compared to 2011.

Table 1. The Analysis of the Main Indicators of the State Budget of Ukraine
in 2011-2015 years, min. hrn.

201 20 2013 2014 2015 T
The Source - . _ i solute elativ
of Income Including Including Including Including Including Deviation e
Total Ggeneral Total Ggeneral Total Ggeneral Total Ggeneral Total Ggeneral 205 to Deviati
Fund Fund Fund Fund Fund 200 (+-) on, %
[ ? 3 4 5 B 7 8 [ 0 ] 12 13
Total, min. UM SMEIBS | 7658728 | 3460538 | 7895770 | 3392268 | 2905725 | 3570842 | 306532 | oibda0l | AQI7BTA | 2073632 | IB43
Tax revenues, total 766050 | 2433050 | 274T52 | 2544841 | 2627710 | 24BI83 | 780783 | 7668432 | 4009708 | 4DGVOR | W4B3BS8 | 1567
TBXES on iﬂEEIITIE. in-
come {axes, a-xes on G08383 | 608383 | G237 BID43 B BI8835 BI814.3 525877 | S24s17 | 795083 | 794063 | 1BBOT4 | 1306
the increase in market
value
Fees and charges for
special use of natural 19074 19074 2296.2 22932 13860 13860 190361 19036 | 446789 | 446789 | 427015 2341
resources
Domestic taces on 63048 | 1494823 | 0S| IBIB464 | 163STB8 | 1535289 | IB39BSI | M7RMTI | 2400317 | 2393317 | 7BAZGR | 1472
goods and services
Taxes on interna-tional
trade and external 17774 96272 130865 | 108055 | 133425 11732 126088 11258 37667 37667 19893 2018
trans-actions
Rent,charges for uel 456 | 208048 | 178543 76543 57003 57003 59875 59875 B5915 55915 14554, 312
and energy resources
Dther taxes and fees 1T TIT 3928 BAll 41 2047 59931 49627 14953 14353 1782 539
Non-tax revenues, totel | 490878 | 19695 | 68285 | 336038 | 728537 | ABG4S | 683552 | 367308 | 059763 | 755074 | 468885 | 1955
income from progerty | ey | gogy | osmons | 7sesss | asoee2 32637 284693 | 27404 | GTIOBG B7I032 | 498464 | 3888
and entrepreneurship
- administrative fees
;’”d changes, revenues 25533 2093 54359 4389 51638 41365 53057 9328 43785 27526 18262 ms
rom non-profit eco-
nomic activities
- other non-tax BOIT4 1159.5 5950, 9688 53692 4896 124963 52575 £0208 56714 34 o0,
rEVENUES
- Own revenues
of budgetary institu- 23056.9 2470 29032 720839 18469.2 47877 94
tions
EEVE”“E? from capitl 577 1842 12315 153 7554 B84 838 471 753 785 2353 1455
Dfficial transfers 7785 2480.7 13425 137 1509.3 14692 208 19528 3644 3644 9255 134
[fficial transfers fram
qovernments of foreign 4814 1565 778 M8 15292 251 53829 50795 43699 33463 22513 032
count-ries
Trust funds 2064 - 2545 - 2027 617 - 1665.7 14583 807

Revenues from capital transactions had in-
creased by 45,5 % and amounted to 753 million
hrn in 2015 year. The fees and charges for spe-
cial use of natural resources increased by 23
times. The official transfers from governments
of foreign countries increased tenfold. The in-
come from property and entrepreneurship had
been rosen in four times. The same taxes on in-
ternational trade and external trans-actions, non-
tax revenues doubled in 2015 year compared to
2011 year. Significantly decreased revenues of
the own revenues of budgetary institutions, of
other taxes and fees rent, of charges for fuel and
energy resources — under 79,4 %, 53,9 %, 31,2
% in 2015 year relatively to data of 2011 year.
The taxes on income, income taxes, taxes on the

increase in market value increased by 30 percent
and amounted to 2015 year the amount 79.5 bil-
lion hrn.

The figure 1 represents the visual data on the
dynamics of the budget of Ukraine for the gen-
eral and special funds separately in the period
from 2011 year to 2015 year.

In this work the mechanism of the public
administration of the budget process has been
investigated which is a system that is designed
for the practical implementation of governance
and achieve goals. Based on the analysis the
structure of the polity, integral components of
which are: methods, instruments, tools, policy,
legal, regulatory and information provision.
Here are three groups of bodies in the budget
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management process: |. Legislative and execu- of the budget. Ill. The bodies of non-financial
tive power. 1l. Bodies operational management  profile.
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Figure 1. The Dynamics of the Budget of Ukraine in the Period 2011-2015 years, min grn

The European Union has a budget to pay for
policies carried out at European level (such as
agriculture, assistance to poorer regions, trans-
European networks, research, some overseas
development aid) and for its administration, in-
cluding a parliament, executive branch, and ju-
diciary that are distinct from those of the mem-
ber states. These arms administer the application
of treaties, laws and agreements between the
member states and their expenditure on common
policies throughout the Union. According to the
European Commission, 6% of expenditure is on
administration, compared with 94% on policies
[5] The EU also spends its budget by sustainable
growth. This means that the annual percentage
of increase in sales that is consistent with a de-
fined financial policy.

The EU budget is used in areas where it
makes sense to pool resources for the good of
Europe as a whole, such as [6]:

e improving transport, energy and commu-
nications links between EU countries;

e protecting the environment Europe-wide;

e making the European economy more
competitive globally;

e helping European scientists and re-
searchers join forces across borders.

Each year the European Court of Auditors

gives its opinion on the reliability of the EU’s
accounts and the legality and regularity of the
underlying transactions in the form of a state-
ment of assurance [7].

1. SMART
& INCLUSIVE
GROWTH

= 1a Competitiveness for growth and jobs
# 1b Economic, social and territorial cohesion

2. SUSTAINABLE GROWTH: NATURAL RESOURCES

2015 EU Budget

Commitments

m 3. SECURITY AND CITIZENSHIP
® 4. GLOBAL EUROPE

5. ADMINISTRATION

6. COMPENSATIONS

# Other special instruments

Figure 2. Budget of the European Union in 2015

According to the author’s mind, in Ukraine
overdue changes in the tax system in accordance
with the requirements of the European Union.
This applies, above all, changing the proportions
of tax sharing system between the state and lo-
cal budgets. The proposed system of tax sharing
between the state and local levels of government
presented in table 2.
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Table 2. The proposed system of tax sharing between the state and local levels
of government, min. hrn.

The Name of the Tax

Tax Sharing System

The Proposed System of Tax Shar-
ing

The Value Added Tax ot

100% of funds received by the state budg-

15% of the money left in the local budget.
Following the example of Germany (44 %)
and Russia (15 %)

100% of funds received by the state budg-

of local budgets

1 0,
The Profit Tax et (excluding municipal property) 50% (Germany)
Income Tax 75% is in the city budget 85 %
Land Tax 75% of the money goes to the city budget 100 %
The Environmental Tax 50% 100 %
Resources
Total 50% of the money goes to the state, 50% }

The reform of the budgetary system shall
achieve the following goals [8]:

— local governments can elaborate and adopt
their local budgets by themselves without hav-
ing to wait for the adoption of the state budget;

— the Ministry of Finance does not impose
revenue targets on the local budgets;

— local budgets have more revenue sources
which are needed to finance the functions of the
local self-government;

— the previous system of balance between the
revenues and expenses of the local budgets is
replaced by a totally different system securing
horizontal compensation of tax-collection ca-
pacities of different territories depending on the
income per capita;

— new types of budgetary transfers are intro-
duced (education and health subventions, sub-
ventions for the education of high-skilled work-
ers, basic and reverse subsidies);

— the calculation of the new types of budget-
ary transfers is set up in the legislation;

— municipalities are entitled to set tax rates
by themselves within fixed limits set by law as
well as to grant preferences regarding tax pay-
ment.

Thus, the state shall adopt legislation grant-
ing full-scale budgetary and financial independ-
ence to the local budgets. The Ministry of Fi-
nance only informs the local governments about
the mechanism of draft budget calculation for
the respective year and about calculation of ex-
pected budgetary transfers as well as methodic
for their identification.

The EU budget finances activities ranging
from developing rural areas and conserving the
environment to protecting external borders and
promoting human rights. The Commission, the
Council and Parliament all have a say in deter-
mining the size of the budget and how it is allo-
cated. But it is the Commission that is responsi-
ble for spending. The EU countries and the
Commission share responsibility for about 80%
of the budget [9].

The budget is decided jointly by the Com-
mission, the Council and Parliament. The
Commission submits a draft to the Council and
Parliament for their consideration. They can
make changes; if they disagree, they have to
work out a compromise. Each year’s budget sets
out the amounts agreed in advance according to
a plan known as the multiannual financial
framework. This enables the EU to plan its
funding programmes effectively for several
years in advance. The current framework runs
from 2014 to 2020.

The ultimate responsibility for allocating the
budget lies with the Commission. However, na-
tional governments manage about 80% of EU
funds. Where undue payments have been made,
the Commission works with the EU countries
concerned to recover the money to ensure trans-
parency, organisations and companies that re-
ceive EU funding are on public record. When
the project budget planning for the year has
been developed, it is necessary to do a financial
plan for the five-year period.

The changes to tax legislation in Ukraine in
2016 year generally alleviate some pressure for
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business, seek to de-shadow the economy and
increase taxes for the richer Ukrainians. Alt-
hough the Finance Ministry unveiled its draft
tax reform at the beginning of December, mem-
bers of parliament mounted a fierce opposition
to that draft. As a result, the Ministry and the
parliament spent the past days trying to recon-
cile their positions for a “compromise” version
of the draft law [10].

The key changes that were finally adopted
do not augur any disruptive change, but give
reasons for cautious optimism [10].

e The payroll tax (officially called “single
contribution to the social fund” in Ukrainian),
which used to be among the highest in the
world, has been almost halved: from an average
of 41% to 22%. This sharp reduction is sup-
posed to stimulate companies to pay official sal-
aries rather than just hand over money to their
employees “in envelopes” (still a rampant prac-
tice in Ukraine), and thus slowly bring the econ-
omy out of the shadow.

o Despite palpable resistance in the Rada,
there’s a visible progress on gradually eliminat-
ing the current VAT tax breaks for agri-
producers. As a compromise between the gov-
ernment and lobbyists in the Rada, a share of
VAT will now be retained by producers (e.g.,
15% in case of crop and 50%/85% for live-
stock), while the remainder is to be paid to the
state budget. As agriculture is increasingly tak-
ing a more sizeable share of Ukraine’s economy
and exports, agri-producers will contribute more
to the state budget next year.

e The government has picked some low-
hanging fruit to boost the state revenues. There
is a big increase in the excise duties for alcohol
(by 50%) and tobacco (by 40%). Fixed taxes
have been introduced for luxury cars (costing
over 40 000 USD) and large houses (over 300
sg. metres). Also, local authorities were allowed
to impose higher property taxes: up to 3% of the
minimum salary per 1 sq. m. (about 40 UAH)
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above certain limits. The latter measures will
primarily affect the richer Ukrainians, but the
success of revenue-collection will ultimately
depend on the law-enforcement.

¢ In line with its commitments to establish
the Deep and Comprehensive Free Trade Area
with the EU, Ukraine has eliminated the special
import duties (5-10%, introduced in 2015 to im-
prove the country’s balance of payments) start-
ing from 1 January 2016. This will make most
imported goods cheaper for Ukrainians and im-
prove competition [10].

Conclusions. It is necessary that financial
planning system in Ukraine includes several
parts: a promising financial forecasting and
long-term investment program and medium-
term five-year financial plan and annual budgets
of the respective administrative units. It is nec-
essary in the planning of budget indicators
should apply program-target method.

The EU Budget contributes to implementing
the EU policies that are intended to improve the
lives of Europeans as well as to have a positive
influence in the world. Through a joint coordi-
nated effort of both member states and the EU
institutions, the EU Budget also finances pro-
jects covering a wide range of fields, from em-
ployment, regional development, research and
education to environment, humanitarian aid and
many others. In order to be able to finance such
welfare-increasing activities, all member states
contribute to the common EU budget. The allo-
cated money is then spent on areas of common
interest thanks to the coordination and collabo-
ration of the member states and the EU institu-
tions.

The introduction of complex organizational
and economic measures, which have been of-
fered in this work can significantly increase the
amount of revenue of the state budget of
Ukraine. This will effectively implement spend-
ing by developed promising areas of funding.
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