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BUDGET EXPENDITURE OPTIMIZATION AS AFFECTED BY THE INSTITUTIONAL CAPACITY
OF THE STATE AND THE MATURITY OF SOCIETY
ONTUMIBALIA BUAATKIB BIOJAXKETY: IHCTUTYLHIOHAJIBHA CITIPOMOZKHICTD AEPKABU
TA 3PUIICTD CYCIIJIBCTBA

Paientko T.

Dr., Prof.

Kyiv National Economic University
named after V. Getman, Ukraine

Budget management is one of the main
concerns of public finance for any country.
According to the history of finance, a national
budget became an independent institution
after a ruler’'s treasury was separated from the
state treasury. This process is accompanied by
the formation and development of an
appropriate institutional environment, which
determines the volume and direction of
government spending. Gradually, the idea of
state function funding was transformed into
spending which impacted the welfare of
society, but the degree of implementation of
this concept depends on the institutional
maturity of a society.

Imbalances in the development of this
institutional environment affect budget policy
and the dynamics of economic development.
The key characteristics of the role of budget
expenditures in the economic development is
not only their scope and structure, but also
compliance with the priorities of a society,
since the absence of such compliance is one of
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OfHi€el0o 3 LeHTpaJlbHUX Mpob6JseM my(
¢diHaHciB  ana  6yAb-AKOI  KpaiHM €  yIhp:
BUAATKaMu GropkeTy. Kk cBiguuTh ictopia ¢
CTAaHOBJIEHHSl OIO/KETY fIK CaMOCTIMHOIO iH(
BiZ1OyJioCS He HA paHHIX eTanax eBOJIOIi Aepx
BiZjOKpeMJIeHHAM O10/PKeTy Bifi Ka3HU MpaBUTe
nporec CYyNpOBOJ»KyBaBCs dbopMyBaHHS
PO3BUTKOM BiJANIOBiZHOTO IHCTUTYLiOHE
cepelloBUILIA, Y MeXax AKOTO0 BH3HAYaKThCA O
HanpsMU BHUTpAuyaHHSA OIOJKETHHUX KOIITI
3abe3neyeHHs]  BUKOHAaHHA  QYHKLIIA  Je
[ToctynoBo ifess 3abe3neyeHHs BUKOHAHHA (
Jlep>kaBu TpaHcopMyBajacad B ifjero 3abe3n
3poCTaHHSA A0OpOOYTY CycHmibCTBa, OJHAK I
peasizauil  niel  igel  3a/JeXUATb  Bif
IHCTUTYLIIOHAJIBHOI 3piJIOCTI CyCIiJIbCTBA.

JlucbanaHcu y PpO3BUTKY IHCTUTYIIiOHE
cepeZ0BUIA HETaTUBHO NO3HA4YalOThCsA Ha Gopr
HNOJIITUKU  OHOJPKeTHUX BHUJATKIB, 110 Her
BIIJIMBA€E HAa TEMIIM €KOHOMIYHOIO PO3BUTKY [i¢
Kio4oBMMH  XapakKTepUCTUKaMHU  poOJIi Bl
O10/>KeTy y 3abe3nedyeHHi EKOHOMIYHOTO PO3BU”
TiIBKU iX 00CATH Ta CTPYKTypa, aje i BifMoE



the main causes of institutional asymmetries
not only in the structure of expenditures, but in
fiscal policy in general. Problems associated
with the formation of state revenues and
expenditures can have different causes
depending on the specifics of the country, but
all of them are inherent within a nation's
institutional background.

The institutional nature of government
expenditures is essentially determined by
viewing the budget as a public acquisition. One
of the areas of institutional risk is the low
efficiency of budget spending policy that is
associated with the structure of expenditures
and their share in GDP. In Ukraine, the largest
share of GDP is occupied by expenditures on
education, social protection, and social
security. Fluctuations to the shares of other
spending to GDP are often caused by sudden
changes in the volume of financing the most
important items, resulting in residual funding
for other items. This trend is negative, because
"the hand control" of budget expenditures
makes disparities not only in the redistribution
of budget funds, but also in other areas of the
economy. Thus, the funding of state programs,
even for those specifically targeted, will be
effective only in the case of full and timely
funding. If the funding is provided only initially,
and then stops or is significantly reduced, it is
necessary to consider not only the direct loss
from the failure of the program, but also the
losses to society.

One of the main problems of fiscal policy in
Ukraine is the deepening of institutional
deformations in the structure of expenditures,
which is accompanied by increased spending of
public goods and services without expanding
their own base to ensure their funding.
Deformations are the deepening underfunding
of many budget programs, including the
provision of public goods and services, which
not only harms the budget, but also increases
the level of social tension in the country. This,
in turn, does not help the government's image
in the eyes of citizens, and creates the basis for

the formation of taxpayers with an
opportunistic outlook.
The institutional asymmetry of

expenditures is determined in Ukraine by three
main reasons. The first is “the hand control” of
budget fund redistribution which affects the
overall dynamics of the expenditures. The
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piopUuTeTaM PO3BUTKY CYyCHIJIbCTBA, OCKIJIbKU
BiZICYTHICTb € OZJHI€I0 3 TOJIOBHUX IPUYUH BUHU
IHCTUTYLIiIOHAJIbHUX aCUMeTPil He TiJIbKH Y CT)
BUJATKIB O10/keTy, ane i y oickaapHil 10
3araJjioMm.

[HCcTUTYLiOHa/bHA MpUpoJa OO PKETHUX
BU/IaTKIB 00YMOBJIeHa CYTHICTIO OI0/PKETY fIK
CyCcHiJIbHOTO HaJbaHHA, /Je [AdHaMika i
CTPYKTypa BHUJATKiB OO/ KETy € OJHUM i3
FOJIOBHUX IHAUKATOPIB IHCTUTYLiOHAJbHOI
3pisiocTi cycnizibcTtBa. B iHCTUTYLiOHA/IBHO
He3pisiux CycHijibcTBax mpobseMu y chepi
6rokeTy (Ak i B misiomy y cohepi nybaidvHUX
¢diHaHciB) obymoBJjeHi, mepeayciM, BUCOKHUM
PU3UKOM OMOPTYHICTUYHOI [OBEeJiHKHU
YYaCHUKIB  pO3MNOLiIJIbBYMX  BIJHOCUH Ta
BHCOKMM pIBHEM TpaHCAKLiMHHUX BUTpAT Ha
NPUUHATTA Ta BUKOHAHHA YIPaBJiHCBKUX
pimeHbp y cdepi ¢omMyBaHHsA i posmoainy
010/P)KETHUX KOIITIB.

OfHa 3 OCHOBHUX MNpo6GJieM OO KETHOI
NOJIITUKU B YKpaiHi moJsigrae y norJu6JjeHHi
iHcTUTYIiOHA/NBHUX JledopMalliil y CTPYKTYpi
BUJIATKIB OI0/PKETy, sIKE CYNpPOBOJXKYETHCSA
30i/bIIEHHAM BHJATKIB Ha 3abe3neyeHH:
¢diHaHCyBaHHSA CcycniJibHUX 6J1ar i mocayr 6e3
pO3LIMpeHHS BJIacCHOr0o 6a3ucy 3abe3neyeHHs
ix ¢dbiHaHCyBaHHS. Jedopmanii
NOTJINOII0IThCSA HeZ0biHAHCYBaHHAM
6araTbox OH/PKeTHUX NporpaM, L0 He TiJIbKU
IIKOAUTH OIOJKeTy, aje U MiABUILYE piBEHb
coLiaJIbHOI HANIPYTU B KpaiHi. lle, y cBoM0 yepry,
Npall€e He Ha KOPHUCTb IMIJKy JepKaBU Ta

CTBOpPIOE  MiAIpyHTa Aasd  $opMyBaHHA
ONIOPTYHICTUYHOIO  CBITOIJIAAY IIJIATHUKIB
noAaTKiB.

[HcTUTYIiOHABHI acuMeTpil OGlOMKETHUX
BUJATKIB 3yYMOBJIEHI TpbOMa TOJIOBHUMHU
npuyvHaMu. llepma BHOJMBa€E mNoJadArae y
BUKOPUCTAHHI «PY4YHOTO» yhnpaBJiHHSA
posnofijioM BUAATKiB. /[lpyra mnoJdrae y
36i/bIIeHH] 006csTiB ¢diHaHCcyBaHHSA

conjianpbHux HanpsMmiB (o 2013 p.) Ha JoHi
HU3bKUX TeMIliB 3poctaHHA BBII Ta penecii B
cekTopi HediHAHCOBUX KOpIopaiii, TO6TO HA
doHi BigcyTHOCTI BJsIacHOTO 6asucy AJs
¢diHaHCcOBOro 3abe3neyeHHs LUX MPOILECIB.
Tpera mnosadrae y 3poCTaHHI BUJATKIB
610/PKeTy Ha 3arajibHojlepaBHi QyHKIii Ta
HU3BKIKM IHCTUTYLiOHA/JbHIA CIPOMOXHOCTI
Jlep>KaBHOrO yIpaBJIiHHA, BHACJAILOK 4YOro
O10/PKeTHI  KOWITH  pO3NOAINAITbCA  Ta



second is the growth in the amount of financing
social programs (to 2013) against the
background of low GDP growth and a recession
in the sector of non-financial corporations,
meaning a lack of a basis of its own financial
security in these processes. The third is growth
of expenditures on public administration
coupled with a low institutional capacity of
public administration, so that the budget
allocated is not used efficiently, resulting in
minimal usefulness for the society.

There are three possible solutions to these

problems.

1. Cut expenditures on public
administration to
the level of developed countries. As

international experience shows, at the present
stage of development of Ukraine, public
administration costs can be reduced to 2.5% of
GDP. This should be carried out in parallel
measures to improve institutional capacity of
public administration by reducing the number
of management personnel and increasing their
responsibility for the inefficient use of public
funds.

2. Maintain a high level of public spending,
including for public administration, and focus
on enhancing the institutional capacity of
public administration. For this option, the
priorities of the society should be a high share
of public sector and a relatively high tax
burden. A risk of doing this option is a sharp
decline in aggregate demand that will affect the
dynamics of GDP, so this option provides for
implementation of additional measures to
prevent a fall in aggregate demand (for
example, falling government purchases can be
compensated by rising investment and
consumer demand).

3. Gradually reduce budget expenditures for
general government functions, improve
institutional =~ capacity of the public
administration, control the growth of other
budget expenditures to keep pace with GDP
growth. This is a reasonable option, but the
positive effects of its implementation will not
manifest itself until several years after
economic stabilization. For this option, the
priority of society is a gradual reduction of
expenditures for financing public goods and
services to maintain the current level of tax
burden. The risk of this scenario is the growth
of discontent within the society due to the
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BHUKOPHUCTOBYIOThCA HeepeKTHUBHO,
MiHIMaJIbHOIO KOPUCHICTIO AJIF CYyCIiJIbCTBA.

[3 curyanil, fAKka ckJgajsacd, MOXHa
3alpONOHYBaTH  KiJibKa  aJbTepHAaTUBHUX
LWJIAXIB BUXOAY:

1. CkopoyeHHH BU/JATKIB Ha
3arajbHOJlepaBHi  PyHKHil 70  piBHA
€KOHOMIYHO PO3BHHEHUX KpaiH. K CBiAYUTBH
CBITOBUUM JOCBi[, Ha Cy4acHOMY eTami
PO3BUTKY EKOHOMIKM YKpaiHM BUTpATH Ha
3arajibHoJlepaBHi QyHKIII MOXyTb OyTH
ckopoyeHi g0 2,5% BBIl. Ilpu npbomy
napaJjieJibHO MawThb 3JIHNCHIOBATUCA 3aX0LU
WOo40 HiABULIEHHSA PiBHA IHCTUTYLiIOHAJbHOI
CIIPOMOXKHOCTI [ep:KaBHOTO YNpaBJiHHA 3a
PaxXyHOK CKOpPOYeHHs 4YHCeJbHOCTI amapary
yHpaBJiHHSA Ta i BUILLLEHHA Hhoro
BiZIMOBiIa/IbBHOCTI 3a HeedeKTHUBHE
BUKOPUCTAHHSA O0I0/>KETHUX KOLITIB.

2.306epexeHHs BUCOKOTO PiBHSA O610P)KETHUX
BUJIATKIB, y TOMY YHKCJIi | Ha 3arajJibHO/epKaBHI
byHKIIiI, Ta 30cepemKeHHS Ha MiJBUIEHH]
IHCTUTYLLiOHAJIBHOI CIIPOMO>KHOCTI
Jlep>KaBHOT0 yNpaBJiHHA. 32 TAKOrO BapiaHTy
npiopuTeTaMHu PO3BUTKY CYCHiJIbCTBA CTaHe
BHCOKA 4YacTKa [lep>KaBHOrO CeKTopa Ta
NOpPiBHAHO BHUCOKHWH piBeHb MOAATKOBOTO
HaBaHTaXeHHd. PuU3MKOM peasizanii Takoro
BapiaHTy € pi3Kke CKOpOYeHHS CYKyIHOTO

NONUTY, L0 HeraTUBHO IO3HA4YUTbCA Ha
AuvHamini BBII, Tomy peasizania Takoro
BapiaHTy nepejbaya€ [AOJATKOBE BXKHUTTHA
3ax0/liB ILOJO IMONepe/pKeHHs MaJiHHA
CYKyHHOTO TMONUTY (HalmpuK/aaj, NaJiHHA
Jlep>KaBHUX 3aKymniBeJsb MOXKe
KOMIIEHCYyBaTHCA 3pOCTaHHAM

iHBECTULIKHOTO Ta CIOKUBYOTO NOMHUTY).
3. IloctynoBe CKOpOYeHHS1 OIOJPKETHUX

BUJIATKIB Ha 3arajbHOJlepxKaBHi QyHKII],
NiBUILLEHHA piBHA IHCTUTYLLiOHAJIBHOI
CIIPOMOXKHOCTI anapary Jlep>KaBHOTO

yIpaBJIiHHSA, KOHTPOJIb 32 TeEMIIAMU 3pDOCTaHHA
BUJIATKIB 6lO/pKeTy 3a iHIWHWMU CTATTAMU B
Mexax TeMniB 3pocTtaHHA BBII. Takuii BapiaHT
€ NMOMipKOBaHUM, OJJHAK MO3UTUBHUH e(PeKT
BiJl Woro peaJsisanii NposBUTHCA He paHillle,
HIDK 4epe3 KiJIbKa POKIB Iic/JA eKOHOMI4YHOI

crabimizarii. 3a TaKOr'o BapiaHTy
npiopuTeTaMd PpO3BUTKY CyCHIJIbCTBA €
NOCTYIIOBE  CKOpOYeHHs  BHUJATKIB  Ha

¢diHaHCyBaHHS cychniibHUX 6Jiar i mocayr 3a
30epexxeHHs MOTOYHOT0 pPiBHA MOJATKOBOTO
HaBaHTaXeHHd. Pu3MKOM peaJsizanii Takoro



decrease in public goods and services. So,
implementation of this option must include
measures to optimize the financing of public

ClleHapilt € 3pOCTaHHA  HEB/IOBOJIEHHS
CyCHiJIbCTBA BHACJiJ0OK 3MEHIIEeHHs 00CATiB
CycHiJIbHUX 6J1ar i mocayr, ToMy peaJisaiis

goods and services to those members of society
who need them and cannot provide for

themselves.

TaKkoro BapiaHTy TMOBHHHA MNepejAbavyaTu
3axou onrTuMizauil dinaHCcyBaHHA
CyCHiJIbHUX 6Jiar i mocayr Uil THX, XTO ix
MoTpeoyE.

ROLE OF THE LARGE TAXPAYERS IN FISCAL DECENTRALIZATION
POJIb BEJIUKUX IJIATHUKIB IOJATKIB Y ®ICKAJILHINA JELEHTPAJII3ALIIT

Pyslytsya A.

PhD, Assoc. Prof.

Kyiv National Economic University
named after Vadym Hetman, Ukraine

Large taxpayers play a powerful fiscal
role in any country, including Ukraine. Also
they hold an important place in the political,
social and economic life of the state.
Everything contributes to their potential in
the process of fiscal decentralization.
However, realization of this potential in the
particular country depends on the current
budget legislation, which determines the
proportion of distribution of tax revenues
from taxpayers, including large, between
different levels of the budget system [1]. Tax
legislation [2] in its turn, regulates
procedure for accounting large taxpayers
and this also determines to which budget
exactly large taxpayer will pay the taxes.

As you know, in Ukraine was declared
course towards the fiscal decentralization
[3]. However, recently, in the service for the
large taxpayers in Ukraine have occurred
two main symbolic processes:

1. opening of additional five regional
offices for servicing the large taxpayers in
the cities Vinnytsia, Ternopil, Ivano-
Frankivsk, Lutsk and Poltava (along with the
existing 7 specialised state tax inspections
(SSTI) in the cities Dnipropetrovsk, Donetsk,
Zaporozhye, Luhansk, Lviv, Odessa and
Kharkiv);

2. reorganisation by joining the large
taxpayers office of the State Fiscal Service of
UKkraine 23 its seven regional SSTI [4].

Hucauys A.B.

K.e.H., doyeHm kagedpu ¢pinamHcie

JIBH3 «Kuiscbkutl HayioHa1bHUU eKOHOMIYHUL
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Besuki 1nlaTHUKM 1OAATKIB  BifirparmThb
Ha/I3BUYalHO MOTYXXHY QicKa/ibHY poJib Y OyAb-
AKIN fepKaBi, B TOMy uuMcai i1 B YkpaiHi. Kpim Toro
BOHM 3aliMal0Th BaroMe Miclie y NOJiTUYHOMY Ta
collia/IbHO-eKOHOMIYHOMY KUTTi KpaiHU. Yce 1ie
00yMOBJIIOE iX TOTEHIiaJ y mpolecax ¢pickajabHOI
JenieHTpaJsisanii. OpHak peanizalnifgs LbOTO
MOTEHI[ia/ly B KOHKPETHIH Jiep>KaBi 3a/1e2KUTh BiJl
YUHHOTO G6H/PKEeTHOTO 3aKOHOJABCTBa, fKe
BU3HAYa€ MNponopLii po3noAisy noAaTKOBUX
HaJXO0/[KeHb BiJ, IJIATHUKIB NOJATKIB, ¥ TOMY
yucai W BeJHMKHUX, MDK pIiBHAMH OO/ KEeTHOI
cuctemu [1]. [logaTkoBe 3aKOHOJABCTBO [2], ¥
CBOIO 4Yepry, perJjaMeHTYe TMNOPALOK O0O6JiKy
BeJIMKUX IJIAaTHUKIB, 1 UM TaKOX BU3HAYaE, L0
SKOTO caMe Or/KeTy 6y/le CTiJiadyBaTH Ti UM iHITI
MOJATKH BEJIMKUU IJIaTHUK.

Ax Bigomo, B YKpaiHi nporoJiomeHo Kypc Ha
dickanbHy JeneHTpadizanito [3]. BopaHouac,
oCTaHHIM 4acoM, y cdepi cepBicy BesHKHX
NJIATHUKIB B YKpaiHi Bif0y/iMcs ABa OCHOBHUX
3HAKOBUX NPOLECH:

1. BiAKpPUTTSA A,0AATKOBUX II'ITH perioHaJIbHUX
odiciB 3 06c/ayroByBaHHS BeJIMKWUX IJIATHUKIB
nofarkiB y micrax Binnuui, TepHomnoJi, [BaHo-
®pankiBcbky, Jlyubky Ta IlostaBi (mopsjg 3
icnytounmu 7 Cneniasi3oBaHUMHU [epKaBHUMU
nogatkoBuMu iHcmekniamu (CAII) y wicrax
JHinponeTpoBcbKy, /JloHenbKy,  3amopixxi,
Jlyrauncbky, JIbBOBI, Ofieci Ta XapkoBi);

2. peopradisanis, WJIAXOM NPUESHAHHA [0
Odicy BesnKux MJIATHUKIB MOAATKIB /lep’kaBHOI

23 former Interregional General Directorate of the State Fiscal Service - Central Office for servicing the large

taxpayers.
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