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FINANCIAL INSTRUMENTS FOR PROVISION OF SUSTAINABLE
ECONOMIC GROWTH OF TERRITORIAL DEVELOPMENTS

The problems of formation of revenues of local budgets are investigated in the article. It has been es-
tablished that significant centralization has affected the reduction of financial independence of local self-
government bodies. Changes in the management of local budgets caused by the introduction of a decentra-
lized model encourage local self-government bodies to attract additional financial resources and form a cer-
tain economic potential. The feasibility of introducing a public-private partnership through the application of
different methods and tools based on the form of interaction of project participants is substantiated. Such
cooperation requires the organization of complex, mixed private-public structures that can provide large-
scale infrastructure projects with resources. The advantages of project financing of economic development of
territories in the framework of public-private partnership (PPP) are revealed.

In order to ensure the financial attractiveness of projects implemented on the basis of public private
partnership and aimed at ensuring the sustainable economic development of regions, it is recommended to
use organizational models such as DBFO (Design, Build, Finance, Operate) and DBO (Design, Build, Oper-
ate).

Key words: revenues of local budgets, local self-government bodies, public-private partner-
ship, financial decentralization, financial resources.

@ Thiswork islicensed under a Creative Commons Attribution 4.0 International License
http://creativecommons.org/licenses/by/4.0/

Statement of the problem and its connection  of functioning of the system of local finances are dealt
with important scientific and practical tasks. Theanti-  with in the works of such scholars as I. Lunina, S. Sluk-
crisis model of the modernization of Ukrainian economy  hai, S. Yurii, N. Savchuk, G. Voznyak, O. M. Kruk, O.
implies atransfer from strategy of adaptation and survival ~ Vasilik , V. Kravchenko and many others.
to the strategy of sustainable growth, in which there is Forming of the aims of the research. The pur-
selection tools of local governance. The introduction of a  pose of the article is to study the tools for ensuring the
decentralized model into the financial resources man-  financial independence of local self-government and to
agement system of local self-government has radically  identify the benefits of project financing of the economic
changed approaches to the formation and use of local development of territorial entities within the framework
budgets, increasing the influence of local self-government  of the PPP.
on creating a strong economic potential of the re- Giving an account of the main results and
gions. The multidimensional tasks to be performed by the  their substantiation. The importance of solving the
administrators of budgetary funds against the background  problems of reaching a consensus on the positions of the
of limited sources of income will raise the issue of the three parties: the state, regions and municipalities and the

implementation of effectivetools in the system of man-  identification of the reasons for the inactivity of existing

agement of financial resources of local government. levers on increasing financia capacity form the field of
The analysis of the latest publications on the  theresearch.

problem. The issues of finding ways to solve prob- The problem that is taking place in implement-

lems concerning the formation and use of financial re-  ing the reforms of local self-government in the modern
sources of local self-government, deepening of theoretical period is the result of retrospective budgetary regulation,
principles and development of the methodology  which wasbased on the primacy of centralization. The
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dependence of local budgets on the state over a long pe-
riod has deepened the contradiction between the interests
of the authorities and the territorial communities, reduc-
ing the interest of the latter in increasing the economic
potential of the territory concerned.

This problem is especialy acute in municipali-
ties where there are no large companies which are able to
meet their own investment needs and invest in the devel-

opment of regional and local infrastructure. Therefore,
activation of the processes aimed at increasing the own
income of territorial communities at the present stage of
economic development is a priority task.

The structure of local budget revenues in
Ukraine (Table 1) has been analyzed for the study of the
issues of ensuring the financial independence of local
budgets.

Tablel
Structure of revenues of local budgetsin 2012-2016,%*

Indexes 2012 2013 2014 2015 2016
The share of official transfers in local 553 524 56.4 591 53.4
budget revenues
The share of tax revenues in loca budget 381 213 377 334 201
revenues
Non-tax revenues 6.6 6.3 5.9 7.5 6.5
Total 100 100 100 100 100
The share of tax revenuesin missed budget 851 86.7 86.4 816 86.1
revenues (excluding official transfers)
taxes on income, including: 61.0 62.1 62.1 49, 49.7
tax and personal income tax 60.6 61.4 61.9 45.6 46.3
property taxes 0.7 0.5 04 0.0 0.0
rent 15.1 14.2 14.4 1.8 15
internal taxes on goods and services 1.2 13 0.2 6.4 6.8
local taxes 5.4 7.0 8.0 224 24.8
other taxes and fees 17 1.6 1.3 1.8 3.3

* Compiled by the authors according to [1]

As shown in Table 1, PIT remains the main
budget forming tax. The change in the share of the in-
come of the PIT is due to changes in the distribution of
the above mentioned tax between the types of budgets.
The demarcation rules that were adopted in 2015 assume
that 25 % of income of the PIT isdirected to the State
Budget, 15 % - to the regiona budgets, 60 % - to the
budgets of local self-government [2] .However, thistax is
nationwide, and therefore local authorities cannot admi-
nister its administration and have no opportunity to
promptly influence the processes of its mobilization to
the corresponding budgets.

The main reason for the change in the share of
local taxes and fees is to expand the tax base of the prop-
erty tax, which includes land payment and transport
tax [3]. Asthe world experience shows, areal estate tax is
considered a very effective tool in strengthening its own
revenue base of local self-government. According to the
World Bank's monitoring, the tax is taxed at 40-80%
of local government budget revenues in the economically
developed countries. In particular, in the Netherlands, its
share in the revenues of local budgetsis 95%, in Canada -
81%, in France - 52%, in the USA, depending on the leg-
idation of the state from 10 to 70% [4-5]. However, in
Ukrainian realities, the imperfection of tax legislation
regarding the definition of the tax base for real estate tax
reduces the ability of local self-government bodies to
create a sufficient income base [6]. In particular, the sta-
tutory norms do not provide for the levying of a tax on
immovable property from areas of production or com-
mercia use.
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In the context of this conceptualization and subs-
tantiation of the goals of the activities of local self-
government bodies is a prerequisite for attracting and
retaining financial resources in the territory of the munic-
ipa entity. Such format will alow economic entities to
weigh the risks of using financial and credit instruments
in the domestic financial market for the purpose of tar-
geted financing of relevant local (regiona) projects and
programs.

The experience of developed market economies
shows that the most important component
of strengthening the economic potential of territoriesis
the introduction of market mechanisms and the involve-
ment of private businessin the implementation of
projects of local importance. Possibilities of partner-
ship of local governments and business as well as attract
of investments to solve Issues of economic development
of subdivisions are limited for reasons of the absence of
the necessary institutional preconditions for the organiza-
tion of the interaction of municipalities and private busi-
ness within the framework of the PPP and the undeve-
loped regional financial markets .

It is known that the priorities of regional devel-
opment are focused on the global goal of improving the
well-being and living standards of the popula
tion. Therefore, as a rule, the implementation of regional
projects isaimed at the production of a specific product -
public goods, which arelowin
the commercial component. Thisreduces the motivation
of a private partner. However, the foreign experience of
implementing PPP projects in the developed countries
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is quite convincing. According to expert opinions, 75-
80% of such projects are implemented within the frame-
work of cooperation between municipal authorities and
the business sector. It makes sense to draw attention to
the fact that the delegation of authority to produce and
provide public goods to a private partner is carried out in
all spheres of socio-cultural development [7-8].

PPP projects can be implemented in any form
of interaction, in particular by leasing, budget financing
and lending, forfeiting in compatible business, concession
agreements, distribution agreements of the derived prod-
ucts and others. As can be seen, the possibility of using a
variety of financial instruments with appropriate institu-
tionalization will enable not only to attract additional
financial resources but also to keep them in territorial
formations.

In a market economy, the key to the implemen-
tation of any projects, including within the framework of
the PP, is the sufficiency of financial support. In addition,
the benefits derived from the implementation of such
projects should at least fully cover the costs of their im-
plementation. Formation of an effective financial model
of the PPP can be achieved through the application of
different methods and tools, taking into account the form
of interaction of project participants who are responsible
for particular stages of the creation process of new con-
sumer value. Such co-operation requires the organization
of complex, mixed private- public structures that
can provide large-scale infrastructure projectswith re-
sources.

The advantages of project financing of econom-
ic development of territories within the framework of the
PPP are that, firstly, the consistency of the objectives of
economic entities and their compliance with the priorities
of thestrategy of socio-economic development of the
territory is achieved. Secondly, therisks of ineffective
use of funds are reduced due to the increased control over
the movement of the financia flowsby both part-
ners. Thirdly, the stability of the financial system of the
region isensured as a result of an increase inincoming
financial flows. Fourthly, the investment attractiveness of
a particular area, which is generated by private inves-
tors, is increasing. Fifth, access isexpanding to alterna-
tive sources of funding, including language and where the
financial support of international economic organizations
and financial institutions. Sixth, the investment risks in
our country are reducedas result of their part-
ners. Seventh there is asaving expenditure on mainten-
ance and operation of facilities due to funds of a business
partner. The freed financial resources can be diverted to
other goas of economic development. Eighth, the effec-
tiveness of project management is increased through the

transfer of powers to the business partner to perform fi-
nancial and economic functions, which for the latter are
more peculiar than for the authorities.

The IFR financial framework usually involves a
certain sequence of actionsthat reflect the functional side
of the financial mechanism of projects based on public-

private partnerships. The main stages of this process are:

- development of a project, within which it is
planned to realize the interests of its participants through
the creation and operation of investment objects;

- financing of investments from different
sources and redlization of investment phase of the
project;

- exploitation of the objects created within the
framework of the project, by concluding long-term con-
tracts, and obtaining benefits (including financia) by
all project participants according to their purposes ;

- trangition of the investment object after the
termination of thecontract into a private or munici-
pal property.

In world practice, different organizational mod-
els are used that provide the necessary financial attrac-
tiveness of PPP projects and take advantage of this form
of interaction. Such models as
DBFO (Design, Build, Finance, Operate -Design,  Con-
struction, Financing, Operation / Management) and
DBO (Design, Build, Operate - design, construc-
tion, operation / management) can be considered as suffi-
ciently promising for application [9-10]. These models
areprestigious in their organization. Thus, the first in-
volves the delegation of a public partner of all four func-
tions to a private partner. The essence of the other is that
the public partner finances the project throughout his life
cycle, and then passes it for business to a private partner,
provided that the rent is made by the latter. This model is
used, as a rule, when implementing sufficiently
large infrastructure projects.

Conclusions and prospects of the further in-
vestigations. The Research conducted makes it possible
to conclude that the existing tax mechanism and the cor-
responding toolkit used at the local level of the budgetary
system in Ukraine do not ensure the real self-sufficiency
of territorial entities. Therefore, there is a need to attract
additional financial resources for the formation of strong
economic potential of the regions. Application of public-
private partnership is recognized as one of the most effec-
tive forms of implementation of economic development
projects at the local level. This leads to the continuation
of research in the direction of solving issues regarding the
development of practical models of financing the projects
of economic development of territorial entitieson
the basis of public-private partnership.
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5 ®UNHAHCOBbLIE UHCTPYMEHTbI OBECINEYEHUA
yCTOM4YUBOIoO 3KOHOMUYECKOIO POCTA TEPPUTOPUAJIbHBIX
OBPA30OBAHUM

BHegpeHve geueHTpann3oBaHHOW MOAENN B CUCTEMY ynpaBreHus oMHaHCOBLIMU pecypcamun op-
raHoB MECTHOro camoyrnpaBfeHunss B KOPHe U3MEHUNo noaxodbl K hOpMUPOBAHMIO U UCMONb30BaHNIO MECT-
HbiX OlOIKETOB, yCcunuBasi BrvSIHME MECTHOrO CaMOYMNPaBIiEHNs Ha CO34aHue MPOYHOro 3KOHOMUYECKOrO
noTeHumana permoHoB.

3HaYMMOCTb peLueHnst Mpobnem nNo AOCTUXKEHMIO KOHCEHCYCa NO3MLMIA TPEX CTOPOH: rocyaapcTea,
PErMoHOB 1 MyHULMNANUTETOB U BbISBIIEHNS NMPUYVH HEOEWCTBEHHOCTU CYLLECTBYIOLLMX pbl4aroB Mo Hapa-
LLMBAHMIO (PMHAHCOBOW COCTOATENBHOCTU (DOPMUPYIOT NOMe UCCNefoBaHus.

Llenbto cTtaTbn SBNsSieTCA NccnegoBaHne MHCTPYMeHTapmsa no obecneyeHmnto pmHaHCOBOWM He3aBu-
CMMOCTU MECTHOrO camoyrnpaBfieHUs U onpeferieHne NpenmyLLLeCTB NPOEKTHOro MUHAHCMPOBAHNUS 3KOHO-
MWYECKOro pasBuUTUsSi TeppuUTOpManbHbiXx 06pa3oBaHU B pamkax 4acTHO-NyBNNMYHOro napTHepCTBa.

B crtatbe nccnegoBaHbl NnpobrnemaTtuky hopMmnpoBaHMs OOXOA0B MECTHbIX GHoaXeToB. YCTaHOB-
NEeHOo, YTO 3HauUTenbHas LeHTpanusauus noBnusna Ha CHWXeHue (PuMHaHCOBOW HEe3aBMCMMOCTWU OpraHoB
MeCTHOro camoynpasneHus. OgHako U3MEHEHUs B yrnpaBrneHUun MeCTHbiMU GrogkeTamu, Bbl3BaHHbIX BHE-
APEeHneM OeueHTpann3oBaHHON Mogenu, NobyxaarT opraHbl MECTHOrO camoynpaBfeHus npyBnekaTb Ao-
nonHuTenbHble PUHAHCOBbBIE PECYPCOB U POPMMPOBAaThL onpedeneHHbI 3KoHoMu4ecknn noteHuman. Ob6oc-
HOBaHa uenecoobpasHoCTb BBeAEeHUS NybnMYHO-4aCTHOIO napTHepCTBa MyTEM MPUMEHEHUS PasfiMyHbIX
METOAOB U MHCTPYMEHTOB, y4MTbiBad (hopmMy B3anMOAEWCTBUS y4aCTHWKOB MpoekTa. Takas koonepauums
TpebyeT opraHnsauun CroXHbIX, CMELUaHHbIX YaCTHO-NYBNNYHBIX CTPYKTYP, KOTOpble cnocobHbl obecneun-
BaTb pecypcamu macluTabHble MHPaCTPYKTYpHbIe NPOEKThl. PackpbiTo NperMMyLlecTBa NPOEeKTHOro pmHaH-
CUPOBaHNSI SKOHOMMWYECKOTO PasBUTUS TEPPUTOPUI B paMKax Yyepes MexaHwsM rocygapCTBEHHO-4acTHOro
napTtHepctBa. [na obecneyeHuss ouHaHCOBOW MpUBEKATENbHOCTU MPOEKTOB, peanu3yeMblX Ha OCHOBE
ny6rM4yHOro 4acTHOro NapTHepPCTBa W HanpaBfeHHble Ha obecnevyeHne YCTOMYMBOro 3KOHOMUYECKOro pas-
BUTUS PETMOHOB, PEKOMEHO0BaHO MPUMEHEHUE TaknxX OpraHn3aunoHHbIX Mogenen, kak DBFO (npoekTupo-
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BaHWe, CTPOUTENbLCTBO, (PMHaHCMpPOBaHMe, aKkcnnyataums / ynpaeneHue) n DBO (npoekTupoBaHue, cTpou-
TenbCTBO, 3KCNnyaTaums / ynpaBneHue).

KnioyeBble crnoBa: Joxo4bl MECTHbIX OIOXXETOB, OpraHbl MECTHOIO CaMoynpaBrieHnst, NyGrMyHo-
YacTHOe NapTHepCTBO, (bMHaAHCOBas AeLeHTpanm3aums, hMHaHCOBbIE PECYPChI.
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®IHAHCOBI IHCTPYMEHTU 3ABE3INEYEHHA CTAJIOIO
EKOHOMIYHOIO 3POCTAHHA TEPUTOPIAJIIbHUX YTBOPEHb

BnpoBampkeHHsA geueHTpanisoBaHOI MoJeni B CMCTEMY ynpaBniHHA (piHaHCOBMMW pecypcamn opra-
HiB MiCLLEBOro CaMoBpsiAyBaHHSI AOKOPIHHO 3MIHMIO Nigxoam Ao hopMyBaHHS | BUKOPUCTaHHA MicueBmx bto-
[PKeTiB, NOCUNIOKYKN BMMMB MICLLEBOrO CaMOBPSAYBaHHA Ha CTBOPEHHS MILHOro €KOHOMIYHOro noTeHuiany
pEerioHiB.

3Ha4MMiCTb BMpiWEHHS Npobnem LWoao AOCArHEHHS KOHCEHCYCY MO3ULi TPbOX CTOPIH: AepXaBw,
perioHiB i MyHiLUMNaniTeTiB Ta BUABNEHHS NPUYNH HELIEBOCTI iCHYIOYMX BaXKeniB OO0 HApOLLEHHA diHaHCo-
BOI CMIPOMOXHOCTI (POPMYIOTb Nore AOCHIMKEHHS.

MeToto cTaTTi € JOCNiMAXKEHHS IHCTPYMEHTapito Wwoao 3abesneveHHs piHaHCOBOI HE3aNEXHOCTi Mic-
LLeBOro CaMOBpPSAYBaHHSI Ta BU3HAYEHHsI NepeBar NPOeKTHOro piHaHCyBaHHSI EKOHOMIYHOIO PO3BUTKY TepU-
TOpianbHUX YTBOPEHb Y paMkax NpuBaTHO-Ny6IiYHOro NnapTHepcTBa.

Y cTaTTi gocnimkeHo npobnematuky dhopMyBaHHsSI LOXOAIB MicLeBux GrogxeTiB. BcTaHoBneHo, o
3HayHa LUeHTpanisauis BNiMHyNna Ha 3HWKEHHS (DiHaHCOBOI He3aneXHOCTi OpraHiB MICLLeBOro camoBpsigy-
BaHHs. [TpoTe 3MiHM B ynpaBniHHI MicLeBMMY GrogkeTamu, SKi CIpUYMHEHI BNpOBaKeHHAM deLeHTpani3o-
BaHOI MoJerni, CMoHyKaloTb OpraHyM MiCLLeBOro camoBpsayBaHHSA 3anyvaTu Ao4aTKoBI hiHaHCOBI pecypcis Ta
dopmyBaTU NEBHUMA EKOHOMIYHWIA NOTeEHLian. OOrpyHTOBaHO [OLIMbHICTL 3anpoBamKeHHs nyorivyHo-
NpPUBaTHOrO NapTHEPCTBA LWNAXOM 3aCTOCYBaHHS Pi3HMX METOAIB Ta IHCTPYMEHTIB 3 ornagy Ha opmy B3ae-
MoZii y4acHWKiB NpoekTy. Taka koonepaLis BMMarae opraHisauii ckrnagHux, 3millaHux npuBaTHO-MyOnivYHUX
CTPYKTYp, SIKi 34aTHi 3abe3neyyBaTi pecypcammu macluTabHi iHppacTpyKTypHi npoekTn. Po3kputo nepesaru
MPOEKTHOro (PiHAHCYBaHHA €KOHOMIYHOrO PO3BUTKY TEPUTOPIN Yy pamkax Yepe3 MexaHiam nybniyHo-
npvBaTHOro napTHepcTtBa. [Ona 3abe3neyveHHsi piHaHCOBOI NpMBabNMBOCTI NPOEKTIB, IO peani3yloTbCcsa Ha
3acagax nybniyHoro NpMBaTHOrO NapTHEPCTBA i CNPSIMOBAHI Ha 3abe3nevYeHHs CTanoro eKOHOMIYHOro pos-
BWTKY PErioHiB peKoMeHA0BaHO 3aCTOCOBYBaHHS TaKMX OpraHisauinHux mogenen, sk DBFO (npoekTyBaHHs,
OyaiBHMUTBO, hiHaHCYBaHHs, ekcnnyaTtauis / ynpaeniHHs) Ta DBO (npoekTyBaHHs, OydiBHMUTBO, eKkcnnya-
Tauis / ynpaBniHHS).

Knio4yoBi cnoBa: goxoanm MmicueBux OWKETIB, OopraHu MicLUEeBOro camMoBpsioyBaHHSA, NyobniyHo-
npveaTHe NapTHepcTBOo, hiHaHCOBa AeLeHTpanisauis, diHaHCOoBI pecypcu.
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