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BUDGETING OF THE EDUCATIONAL SPHERE OF UKRAINE:
PROBLEMS AND PROSPECTS

Glushchenko Yu.A.

INTRODUCTION

The current state of development of financial relations in education in
the context of European integration and globalization processes, aimed at
ensuring the competitiveness of educational services on an innovative
basis, taking into account the needs of each individual.

The main reasons for the aggravation of the competitive situation in
the market of educational services in Ukraine should include: the growth
in the number and market share of non-state educational institutions,
which are characterized by greater mobility, a developed material and
technical base, flexibility of pricing policy; the entry of Ukraine into the
European educational and scientific space and, as a result, competition
with foreign universities®.

In addition, in the system of higher education, there is a reduction in
the amount of state budget funding compared to the indicators of
developed countries, due to the inconsistency of the minimum social
standards. This necessitates the formation of a special fund and the
inclusion of alternative sources of financial resources received for the
services provided.

The lack of budgetary funds in education causes many problems, in
particular: arrears in social payments and communal services, the
weakening of the state credit system for students, the termination of
funding for programs to improve the living conditions of scientific and
pedagogical workers, the insufficient volume of funding for the scientific
sphere, the inhibition of innovative programs for the development of the
educational system. In addition, the need to preserve and develop the
material and educational-methodical base determines the dependence of
educational institutions on the funds received as tuition fees for contract
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students, which negatively affects the quality of specialist training and, as
a result, the competitiveness of higher education institutions?.

According to the Strategy for the Development of Higher Education in
Ukraine for 2022-2032, its main goal is the intellectual, cultural, and
professional development of the individual, the formation of high-quality
human capital, and the consolidation of society for the establishment of
Ukraine as an equal member of the European community, the development
of an effective, innovative, competitive economy, and the provision of
high standards of quality of life.

Responding to the large-scale challenges facing Ukraine in the form of
ongoing Russian armed aggression, the spread of the acute respiratory
disease COVID-19 caused by the SARS-CoV-2 coronavirus, and the onset
of the global economic crisis requires additional resources and more
efficient and effective management of public finances®.

The European integration of Ukraine conditions important changes,
regarding the development of the state in a democratic way, it is necessary:
to take measures to return to a balanced budget and tax policy, increase
the efficiency of expenditures and tax administration, reduce the role of
the state in the economy, and improve the investment climate, taking into
account social and environmental measurement®.

The effectiveness of the system of effective budget management is
largely related to the implementation of measures to ensure targeted and
effective spending of budget funds. In other words, full-fledged budgeting,
which is characterized as “the process of determining the volume and
composition of costs, and ensuring that these costs are covered by

resources’.
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Rationalization of the distribution of financial resources between the
budgets of different levels is a step towards ensuring financing of
strategically important spheres of state activity, in particular, in conditions
of martial law.

1. Emergence of the prerequisites of the problem
and formulation of the problem

The rapid development of digitization, integration of education, global
crises and the need for their research and adaptation, competition between
institutions of higher education require a change in priorities for the
development of financial relations in education.

There remain areas in which tangible results have not been achieved in
particular, the main problems that led to the adoption of the Strategy for
the Reform of the State Finance Management System for 20222025
include: the absence of a coherent system of strategic planning, a weak
connection between strategic planning, budgetary planning and planning
of public investments; lack of full implementation of medium-term budget
planning; inadequate quality of budget planning on the part of the main
managers of budget funds, which leads to frequent redistribution of these
funds and their inefficient use®.

Funding problems in education require constant review and changes of
economically justified state social standards and funding regulations of the
budgetary sphere. The prerequisites for the formation of balanced budget
expenditures are constant monitoring of the state of implementation of
estimates based on actual expenditures, constant analysis of the structure
of expenditures and budget services, research into the situation regarding
the reorganization of institutions with small capacity without reducing the
quality of service provision, etc.

2. Analysis of existing methods of solving the problem
and formulating the task for effective management of budget funds
Such domestic and foreign scientists as: O. Belash, V. Lazarev,
S. Mokhnachev, N. Pashchenko, H. Fashiev.

6 TIpo cxBanenns Crparerii ped)opMyBaHHS CHCTEMH yPABIHHS JT€pPKABHUMH
¢inancamu Ha 2022-2025 poku Ta TUaHy 3axoniB 3 11 peanizamii : Po3mopsmkeHHs
Kabinery MinictpiB Ykpainu Bix 29 rpyauas 2021 p. Ne 1805-p / Kabiner Minictpi
Vkpainn. URL:  https://zakon.rada.gov.ua/laws/show/1805-2021-p#Text  (mara
3BepHenHst: 27.10.2022).
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The issue of medium-term planning arouses the interest of scientists
and specialists, in particular, the works of such scientists and practitioners
as: M. Afanasyev, O. Gaevska, G. Dmytrenko, T. Yefimenko, I. Zapatrina,
O. Ivanytska, A. Kozoriz are devoted to this issue, H. Korobko,
M. Latynin, V. Lozytskyi, K. Pavlyuk, I. Rozputenko and others.

The publications thoroughly examine the theoretical aspects of
medium-term planning and analyze the current state of implementation of
elements of medium-term planning in the budget system of Ukraine.

The theoretical and methodological foundations of their research are
based on the use of the main provisions of economic and financial theory,
developments of research institutions, abstract-logical, generalization,
calculation-constructive.

Research analysis shows that the annual budget cycle and the
construction of the budget process in Ukraine today actually do not create
sufficient conditions for the full implementation of medium-term budget
planning at the level of local budgets, taking into account the elements of
program-target budgeting.

At the current stage, the introduction of medium-term budget planning
in Ukraine does not contribute to the effectiveness of budget expenditure
planning, particularly in education.

Today it is already obvious that the traditional approach to the
formation of the annual budget does not give significant results, as it does
not ensure budget stability in the medium term.

Taking into account the above, the aim of the scientific work is to study
the theoretical foundations and practice of budgeting in the educational
sphere. The following tasks were solved in the research process:

— to investigate problematic aspects of the development of the higher
education system of Ukraine;

— to determine the key measures of reforming the educational sphere
in the direction of financial stabilization;

— to analyze the dynamics of the structure of education expenditures
in the consolidated budget of Ukraine;

— to determine the volume and dynamics of the average monthly
salary of full-time employees, in particular in the educational field;

— to analyze the dynamics of the deficit of the consolidated budget of
Ukraine and its impact on the financing of educational institutions;

— reveal the theoretical and methodological foundations of program-
target budgeting and medium-term planning;

— to investigate the methodology of budget forecasting in the
conditions of program-target budgeting;
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— argue proposals for improving the program-target method in the
budget process;

— to propose prospects for the development of medium-term and
long-term budget planning.

3. Presentation of the main research material

The implementation of the educational principle contributes to the
awareness of common values by every Ukrainian, the development of self-
identity as a citizen and individual. Education is the basis of the intellectual,
spiritual, physical and cultural development of the individual, its successful
socialization, economic well-being, the key to the development of a society
united by common values and culture, and the state’.

Education contributes to the unification of the country, smoothing the
negative impact of artificial factors, in particular geographical features,
social status, living conditions, etc. Educational institutions are able to
encourage the comprehensive development of a socially conscious and
active personality, with the aim of ensuring the sustainable development
of Ukraine along the European path. That is, the teacher acts not only as a
qualified specialist, but also as a social mentor, adviser, consultant.

In this context, the process of reforming the Ukrainian education
system in accordance with new challenges and European integration
processes continues. In particular, the Strategy for the Development of
Higher Education in Ukraine for 20222032 was approved. Its goals and
objectives are formed on the basis of a SWOT analysis of gaps and
weaknesses (see fig. 1).

Analyzing these problematic aspects of the functioning of the system,
we are convinced that the main weakness of the development of higher
education is the insufficient level of funding (see fig. 2), which negatively
affects the state of formation and training of highly qualified competitive
personnel, and therefore their further employment.

According to the results of the first monitoring of the employment of
graduates of higher education and pre-higher education, it was found that
the percentage of employment among graduates of higher education is
59%. Experts believe that: “Ineffective internal economic and educational
policy, which contributed to the transformation of higher education to the
needs of the labor market, led to their unbalanced interaction™®.

7 ITpo ocBiTy : 3akoH Ykpainu Bix 5 Bepecus 2017 p. Ne 2145-VIII / Bepxosra
Pama Vxpaimm. URL: https://zakon.rada.gov.ua/laws/show/2145-19#Text (mata
3BepHeHHs: 27.10.2022).

8 Mocsman H.B. Buina ocsira ta PHUHOK Tparii B YKpaiHi: JECATIIITTS B3a€MOIIT.
Ocsimonoeiunuti ouckypce. 2021. Ne 1(32). C. 33.
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) low level of financing of higher education institutions |

) mismatch of graduates' competencies with employers' needs |

imperfection of forecasting the needs of specialists and monitoring the employment of graduates of]
higher education institutions

insufficient quality and dispersion of higher education institutions, fragmentation and duplication
of training profiles

) low level of scientific research, unscrupulous practices, corruption |

lack of motivation of employees of higher education institutions, outdated material base, limited
opportunities for the disabled

Fig. 1. Problematic aspects of the development of the higher education
system of Ukraine (constructed by the author based on the data®)

Education

Higher Education
m2016 m2017 m2018 m2019 © 2020 2021

Fig. 2. Dynamics of the structure of education expenditures
in the consolidated budget of Ukraine for 2016-2021, billion UAH
(built by the author based on data??)

% TIpo cxBanenns CTpaTerii po3BUTKY BHILIOi OCBITH B Ykpaini Ha 2022-2032
poku : Posmopsmkenns KabGinery MinictpiB Vkpainu Big 23 motoro 2022 p.
Ne 286-p / Kabiner MinicTpis VYkpainu. URL:
https://zakon.rada.gov.ua/laws/show/286-2022-p#Text (nara 38epHenns: 27.10.2022).

10 3gitw mpo BuKOHaHHS JlepikaBHOTO GlomKeTy YKpaimm 3a 2016-2021 pp. /
JlepxaBHa Ka3Ha4elcbKa ciryx06a VYkpainu. URL:
https://data.gov.ua/dataset/zvit_kazna/resource/452c24f5-adeb-45b6-a45b-
9246029a611fd (nara 3epuenns: 20.10.2022).
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The level of remuneration (see fig. 3) does not contribute to increasing
the prestige and rating of scientific and pedagogical workers, also taking
into account the negative fact that the financing of a significant part of
scientific work (publication of theses, articles, monographs) is carried out
mainly at the expense of own funds.
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15000 4785
10000 1788
5000
0
Agriculture, Industry  Financial and Public Education ~ Health care  Arts, sports,
forestry and insurance  administration and provision entertainment
fisheries activities  and defense; of social  and recreation
compulsory assistance
social
insurance

8659

Fig. 3. Dynamics of the volume of average monthly wages of full-time
employees by certain types of economic activity in 2019-2021, UAH
(built by the author according to the data'')

The low level of wages is primarily related to the limitation of budget
funds and the unsatisfactory state of budget implementation (budget deficit),
which is a consequence of inefficient budget management (see fig. 4).

Taking into account the solution of these and a number of other
problematic issues in Ukraine, the education system is being reformed in
accordance with new challenges. In particular, the Order of the Cabinet of
Ministers of Ukraine “On the approval of the Strategy for the development
of higher education in Ukraine for 2022-2032” of February 23, 2022 Ne
286-p was adopted, which defines the main priorities of the higher
education system at the current stage of the development of society and
the country’s economy, as well as the main characteristics, that will be
formed by 2032. The strategy defines the main priority goals of the
development of the higher education system (see fig. 5).

i CepenHbpoMicsidHa 3apo0iTHa IUTaTa INTATHUX TPAMiBHUKIB 3a BUAaMH
eKOHOMIYHOI mistmpHOCTI y 2010-2021 pp. / JepkaBHa cinyx0a cTaTHCTHKH YKpaiHH.
URL: https://ukrstat.gov.ua/operativ/operativ2021/gdn/szpshp/arh_szp_ed_u.html
(mara 3Bepuenns: 20.10.2022).
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Fig. 4. Dynamics of the deficit of the consolidated budget of Ukraine
for 2011-2022 (built by the author according to the data'?)

Ensuring high-quality
educational and scientific
activity, competitive higher
education

Effectiveness of Ensuring the trust of citizens, the
management state and business

Attractiveness of higher education

Internationalization of higher education of Ukraine Lo :
gh institutions for study and academic career

Fig. 5. The main priorities of the Strategy for the Development of the
Higher Education System (built by the author according to the data?®)

Details of the tasks, indicators and expected results are presented in the
extended pyramid of the Strategy and the operational implementation plan
in 2022-2024. As for the improvement of the issue of financing, an
increase in budget financing, improvement of the distribution formula
based on activity results and modernization of the network, consolidation
of higher education institutions are foreseen (see fig. 6).

12 3gitn mpo BukOHaHHsA JlepskaBHOTO GlokeTy Ykpainu 3a 2016-2021 pp. /
JepxaBna Ka3HayeichKa ciyx6a Yxpainu. URL:
https://data.gov.ua/dataset/zvit_kazna/resource/452c24f5-adeb-45b6-a45b-
9246029a611d (nara 3BepHenHs: 20.10.2022).
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increasing budget funding and
improving the distribution formula
based on activity results

expansion of budget lending for
higher education and adult education

modermnization o1 the Network,
consolidation of higher education
institutions, support of research

Fig. 6. The main tasks for increasing the efficiency of management
in the higher education system (constructed by the author based
on the data’4)

Taking into account the state of the constantly existing deficit of the
consolidated budget of Ukraine, which makes it impossible to finance the
budgetary sphere, in particular, education in full, it is worth actively
applying the experience of foreign countries in limiting and keeping
budget expenditures at a certain level, with an appropriate level of budget
control and improving the process of program and target budgeting, in
particular on the basis of such methods as budgeting aimed at the result,
performance management, program-target budgeting.

The Maastricht Treaty of 1992 and the Treaty of Amsterdam of 1997
require European governments to apply long-term budget calculations
combined with realistic targets for their public programs.

The EU budget directly provides assistance only in program format,
and indicators indicate the effectiveness of the use of resources allocated
to recipient countries. In this regard, the EU countries have already
developed basic regulatory documents that motivate member countries to
apply elements of medium-term fiscal and program-target budget
planning. Governments develop medium-term, and in some cases, long-

4 TIpo cxBanenns Crparterii po3BUTKy BHIOi OCBiTH B YKpaini Ha 2022—
2032 poku : Posmopsmxenns Kabinery MinictpiB Ykpainu Big 23 mortoro 2022 p.
Ne 286-p / Kabiner MinicTpis Ykpainu. URL:
https://zakon.rada.gov.ua/laws/show/286-2022-p#Text (nata 38eprenss: 27.10.2022).
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term assessments and forecasts of the state’s budgetary and fiscal state.
Experts of the International Monetary Fund called this practice “the basis
of the medium-term budget”. It provides a clear idea of the cost of the
current state policy, serves as a mechanism that allows you to control the
introduction of new measures, as well as monitor the implementation of
the budget beyond one year.

For example, in France, the result of reforming the budget system was
the introduction of programming laws, which determined the main
directions of public finances for the medium term, covered all components
of the public administration sector and the main principle of budgeting —
the principle of balance. The provisions of the law fix the goals of the
medium-term programming of state finances for four years and set the
target indicators of the state budget for three years. Also, medium-term
budget programming is harmonized with the law on the annual budget.
Medium-term budget programming involves the distribution of functions
by programs, and the last year of the medium-term budget serves as the
basis for the next programming.

In Sweden, a budget reform was also carried out and medium-term
budget planning was introduced. The basis of the Swedish model is the
adoption of the law on the state budget for a four-year period, and
expenditures for the planned year are approved for 27 areas of state policy
and detailed in the appendix for 500 appropriations in terms of
departmental and program classification. Expenditures for three budget
periods following the plan are approved as a whole, and for 27 directions
are indicative'®.

An important aspect of medium-term planning is that it is possible to
evaluate the effectiveness of budget programs whose implementation
period is more than one year. We believe that budget reform in Ukraine
should be carried out in accordance with the main principles of European
budget practice, namely: strengthening of fiscal discipline; taking into
account the resource capabilities of authorities and the distribution of
resources in accordance with strategic priorities; increasing the efficiency
of budget programs and services, etc.

There are different interpretations of the essence of budget
management, but we are inclined to the definitions of S. Mykhaylenko
that: “<...> it is a set of interrelated actions (management functions),

15 Jlo3unpKuii B.II. Konnenryansni 3acagu 3aNpOBAKEHHS

CEpeIHBOCTPOKOBOTO OIOKETHOTO IUTaHYBaHHA B YKpaiHi. @inancu Yrpainu. 2012.
Ne 9(202). C. 40.
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techniques, methods aimed at managing budget resources and
relationships that arise in the process of movement budget flows™?6,

Based on this interpretation, managers face the need to fulfill the main
task of budget management — to achieve the effectiveness of budget
management, within the framework of the current organizational system
(see fig. 7).

Control system

| Government bodies ‘ Financial authorities1 ‘

A
Managed system
N

‘ Budgetary resources ‘ Budget relations ‘

Fig. 7. Organizational chart of budget management

The regulatory and legal basis for the development of program-target
budgeting is the Budget Code of Ukraine, the approval of the Concept of
Application of the Program-Target Method in 2010, the orders of the
Ministry of Finance of Ukraine on the preparation and implementation of
local budgets according to the program-target method (2002-2019), the
System Reform Strategy management of state finances for 20222025 and
a plan of measures for its implementation. As practice shows, in past years
there was a principle of maintenance of budgetary institutions, instead of
financing. Detailed advantages are presented in table 1.

As the data in the table show, the program-target method is really a
more effective method. The clear formation of the list of performance
indicators will contribute to the real determination of the number of
consumers of the budget service, the realism of its implementation, and
the effectiveness of the final results.

Moreover, the program-target method is based on the “Resource — Result”
model, according to which the amount of budget funds provided to the
administrator depends directly on the result obtained by him (see fig. 8).

Thus, budgeting is a technology of planning, accounting, control and
analysis of financial, information and material flows, as well as the
obtained results.

16 Mupxaiimenko C.B. BromxeTHHil MeHEIKMEHT: BH3HAUCHHS, MIPUHIINIIH,
byuknii. Akmyansui npobaemu exonomixu. 2011. Ne 3(117). C. 223-229. URL:
http://www.academy.gov.ua/ej/ej18/PDF/11.pdf (nata 3BepHenns: 20.10.2022).

62



Table 1
Comparative analysis of budget formation methods

The direct method Program-target method

Budget planning for one year Budget planning for 3-5 years

Justification of expenditures based on goal
definition and economic efficiency and
effectiveness

Justification of expenses without
assessment of expediency and quality

Formation is carried out according to Formation is carried out according to
functional and economic classification | programmatic and economic classification
of expenses of expenditures

Budget expenditures are aimed at

maintaining the network of budget Budget expenditures are aimed at

achieving the effectiveness of budget funds

institutions

Loyal responsibility for results of Personal responsibility heads of institutions
budgetary activities institutions and and organizations for achieving results
quality of services that are provided budget programs

The maximum
amount of limited
resources

Maximum social and
economic effect

Fig. 8. “Resource — Result” model

Management of budget resources, in accordance with generally defined
management functions and the basics of the budget process, is carried out
at such stages of the budget process as budget planning, organization of
budget implementation, accounting of implementation and control over
budget implementation. Therefore, in the process of budgeting,
coordinated actions are needed to prevent financial and managerial gaps
at such important stages of budgeting, in particular, radical planning, clear
coordination and detailed control (see fig. 9).

Determining the essence of the term budget planning, we found out that
budget planning is a complex of organizational and technical, methodical
measures for determining the income and expenditure of budgets during their
preparation and approval, which is carried out in order to ensure sustainable
economic growth and conduct targeted social policy state’’.

17 PromxeTHHHI MEHEIKMEHT : HaBuanpHHii moci6mmk / JI.B. IlankeBud,
M.A. 3Bapuy, I1.51. Morunsk, b.I. Xomiuak. Kuis : 3nanns, 2006. 293 c.
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Fig. 9. Stages of budgeting

The economic essence of budget planning consists in the centralized
distribution and redistribution of GDP between the branches of the budget
system on the basis of the national socio-economic program of budget
development.

The main thing in budget planning is the methodology, which includes
a set of general principles and methods. In particular, such as: a
comprehensive approach of taking into account socio-economic
parameters and priority in the social direction of the budget; the rationality
of the budgetary allocation of resources; unity of planning and forecasting
methodology; realism and reasonableness of forecast indicators.

In domestic budgetary practice, various methods of budget planning
are used to fulfill the set goals and objectives.

Analytical is used to determine planned indicators based on factor
analysis and mathematical modeling. Balance sheet — to balance the
revenue and expenditure parts of the budget by reducing expenses,
increasing revenues, or establishing sources of budget deficit coverage.
Program-targeted is a method for financing individual state programs of
social and economic development. Normative serves in relation to the use
of norms and standards for the calculation of budget expenditures. The
method of coefficients is based on the use of appropriate coefficients,
which is calculated as the ratio of the achievements of the past period to
the planned indicators.

The practical experience of foreign specialists shows that effective
strategic planning is impossible without the full application of the
program-target method. It allows you to analyze the resource capabilities
of the budget and the results of the use of budget funds.
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According to the Budget Code of Ukraine, the program-target method
in the budget process is “a method of managing budget funds to achieve
specific results at the expense of budget funds with the application of
evaluating the effectiveness of the use of budget funds at all stages of the
budget process™®. Its purpose is to achieve efficiency from the use of
budget funds.

The introduction of the program-target method involves: budget
transparency and control at the program level; evaluation of the achieved
results according to the assigned tasks; determination of activities and
strengthening of responsibility of managers of funds in accordance with
the implementation of programs; improvement of the budget policy
development process. Budget planning according to this method helps
managers to focus on making an effective decision regarding the selection
of the most important programs for citizens (see fig. 10).

PROBLEM GOAL BUDGET SUB-PROGRAMS
- = PROGRAM — AND TASKS
MONITORING IMPLEMENTA
AND TIoN INDICATORS
EVALUATION - - -
DG PERFORMANCE
RESULTS

Fig. 10. The budget process in Ukraine according
to the program-target method

The purpose of the activity is related to the industry policy and strategic
definition of the task, determines the results of the program
implementation.

The task is the achievement of specific results. Performance
indicators — productivity, effectiveness, efficiency, costs, profitability of
services, etc.

The assessment of the effectiveness of the budget program depends
directly on the level of achievement of the goal and task.

18 BromkeTHUH KOIEKC VYkpainun : 3akoH Ykpaiam Big 8 mumHs 2010 p.
Ne 2456-VI / Bepxosna Pana Ykpainu. URL: https://zakon.rada.gov.ua/laws/show/
2456-17#Text (nata 3BepHenns: 20.10.2022).
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The main criteria of effectiveness are relevance, directions of strategic
planning, focus on the maximum volume of services compared to the spent
funds.

In other words, this is program budgeting, which provides for the type
of activity, its purpose and control, quality, and the result of execution. It
differs from the itemized method by financing a service, not an institution,
which contributes to the achievement of the principle of subsidiarity
defined by the Budget Code of Ukraine.

In practical activity in Ukraine, a number of programs are classified,
including: economic and social development of the state; government
activities; state target programs; local and regional development programs,
etc. They are multi-element, while the budget program in PMC reflects
activities in a specific field, with the definition of the service and its recipients.

According to the provisions of the Budget Code of Ukraine “the budget
program is a set of measures aimed at achieving a single goal, tasks and
expected result, the determination and implementation of which is carried
out by the manager of budget funds in accordance with the functions
assigned to him”.

A qualitatively formed program structure improves the macro-fiscal
function of the budget and financial discipline, as it provides an
opportunity to more effectively plan expenditures for the medium-term
perspective’®.

The purpose of the program allows to combine strategic directions and
priorities with the help of appropriate budget tools (see fig. 11).

~ ~

Quantitative and
strategic task qualitative indicators
goal of the strategy

J . J/

Strategic

The purpose of Tasks ofthe Sigfgi?g]fliﬁe
the program program program

Fig. 11. The process of interaction of strategic planning
and formation of the budget program

19 QCBS-1. TIlpoekr MopepHizauii mepxaBHuX ¢iHaHciB. KOHCYyIbTaTHBHA
MiATPUMKa JUISL TOKpAIIEHHS] OIO/DKETHOTO IUIAHYBAHHS 1 CEepeaHBOCTPOKOBOTO
OFOJDKETYBAaHHS Ta METOAOJIOTIYHA MiATPHMKA POTPaMHO-IILTHOBOTO OI0PKETYBaHHS
/ CeitoBuii 6ank. URL: www.minfin.gov.ua (zara 3sepuenns: 20.10.2022).
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Budgetary programs include subprograms specifying measures, goals,
evaluation, and effectiveness by component. And the latter are not
mandatory, except for those specified by relevant industry orders.

In the Budget program, several tasks are allowed, with the
corresponding indicators of effectiveness and quantitative parameters?. In
other words, this is the justification of the institution’s budget estimate.

Performance (measurable and quantitative) indicators are indicators of
program achievements. They are a system tool, that is, they should
compare resources and results, monetary and qualitative equivalents.

In addition, the realism and subjectivity of indicators are important for
the purpose of forming quality reports, monitoring, analysis, management
decision-making and information disclosure. In particular, indicators:
costs; product; efficiency; quality (see fig. 12).

Fig. 12. List of effective indicators of program-target budgeting

Their application allows, first of all, to determine the effectiveness of
the use of budget funds. Therefore, the task is: generalization, grouping
and classification. A feature is the ability to determine any number and
detail within one task, taking into account the specifics of the programs.
All this should be essentially without unnecessary overloads, which is not
necessary in terms of information.

The emphasis should be on quality as the litmus test for program
success. Experts believe: “<...> the use of several indicators of the same
group makes it possible to more accurately determine the degree of
efficiency in the use of budget funds by the main manager™?!. Preference
is given to characteristic, illustrative, effective.

20 TIpo mesiki MUTaHHS 3aIPOBA/KEHHS TIPOTPAMHO-ILTEOBOTO METO/LY CKJIaIaHHSI
Ta BUKOHAHHA MicleBHX OrojpkeTiB : Hakaz MinicrepctBa iHaHciB YKpaiHu Bix
26 cepmast 2014 p. Ne 836 / MinicrepctBo ¢inanciB Ykpaimn. URL:
https://zakon.rada.gov.ua/laws/show/z1103-14#Text (nara 3Bepuenns: 29.10.2022).

2l TgnoBauiiiHi mpakTUKU: (iHAHCOBUH MEHEMIXKMEHT HA MICIEBOMY piBHI —
nincymku 2014 poxy / B.B. 3y6enko, I.B. Camunncbka, T.A. lanosan Ta in. ; IBCE/I,
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The PCM methodology provides for the appointment of only one
responsible executor of the program (Article 20 of the Budget Code of
Ukraine). He is appointed as the chief manager in agreement with the
Ministry of Finance of Ukraine.

This can be the main manager of programs, or a lower level that is an
executor in the main system. It is determined by the decision on the local
budget, is responsible for the targeted and effective use of funds, approves
budget program passports, compiles reports, analyzes programs, and
evaluates results. According to the Order of the Ministry of Finance of
Ukraine: “<...> the responsible executor is a legal entity, has a separate
account and balance sheet”. Responsible executors can be the main
manager and lower-level manager (see fig. 13).

- Mai N
\ ain D
Local 1 y 2 / 3
X 4 manager 14 Responsible
financial )
bod budgetary performer
4 4 funds 3

1 — limit certificate on budget allocations;

2 — monthly amounts of budget appropriations of the general fund;

3 — specified volumes of budget allocations of managers of funds of the lower level and
recipients according to their network, consolidated draft estimates, consolidated
allocation plans;

4 — consolidated draft estimates and consolidated allocation plans in section approved
budget programs and their responsible executors (for drawing up a list of the local
budget)

Fig. 13. The process of interaction between the administrator
and the executor of the budget program

In the formation of the local budget, they ensure the drafting of budget
requests by programs, coordinate and submit them to the chief
administrator. Budget allocations are determined by programs according
to the program classification.

According to the Budget Code of Ukraine: “<...> a budget request is a
document prepared by the chief manager of budget funds, which contains

USAID, mnpoekr «3minHeHHs MicHeBoi ¢inancoBoi iximiatueun (3MOI-II):
BHpoBapxkeHH». Kuis : Hopa-Zpyk, 2015. 32 c.
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proposals with appropriate justification regarding the amount of budget
funds necessary for his activities for the following budget periods”??.

Budget requests provide for the formation of program implementation
proposals. The main administrators compare its cost estimate and the
budget resource.

Financing under the programs is carried out in the following way. The
local financial body submits an order to the territorial body of the State
Treasury Service of Ukraine regarding financing to the main
administrators, including the responsible executors, and notifies the latter.
Responsible executors carry out the distribution of funds by network and
submit to the territorial body of the State Treasury Service of Ukraine.
Similar procedures take place in the part of the formation and
implementation of budget program passports.

For each program, the goal and tasks are determined, the
implementation of which will ensure the achievement of the set goals of
the program (see fig. 14).

goal

task 2

task 1

Fig. 14. Components of the budget program

The passport of the program determines the amount of funds for its
financing, the purpose, tasks, activities, responsible performers,
performance indicators and other characteristics. It is formed from budget
requests and budget assignments, is developed by the chief administrators,
and is approved by the Ministry of Finance.

Draft passports are prepared and submitted to the financial department
by the main beneficiaries of the funds. Passports must correspond to the
budget schedule. Their approval is carried out on the basis of the order of
the main successor and the financial body within 45 days. In the absence
of a financial body with a village, settlement or city head. Within a week

22 BromKeTHHN KOAEKC VYxpainu : 3akoH Ykpainu Binx 8 mumas 2010 p. Ne 2456-
VI / BepxoBaa Pama Vkpaimm. URL: https://zakon.rada.gov.ua/laws/show/2456-
17#Text (nara 3sepuenns: 20.10.2022).
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from the moment of approval, they are brought to the responsible
executors by the main delayer. Reports on the implementation of passports
are submitted to the financial authorities by the chief administrator within
the specified time limits.

The practice of the results of implementation of budget programs
indicates a low level of their implementation. A significant number of
programs led to the dispersion of budget funds?. There was a duplication
of programs, their low effectiveness, and the absence of uniform criteria
for evaluating programs?*.

Thus, it can be concluded that the problem of program-target budgeting
is a comprehensive analysis of programs, for the implementation of which
additional resources are needed. During the period of its implementation,
financial problems arise regarding the completion of the program
financing process. In addition, the inconsistency of the goals of the
programs with medium and long-term goals.

We believe that in order to create an effective regulatory legal
framework, line ministries should optimize typical lists of budget
programs and performance indicators of their implementation by
combining similar budget programs and reducing the number of
performance indicators, especially those that are duplicated with
indicators regarding the network, states and contingents.

In our opinion, it is necessary to deepen the scientific and
methodological support for the development and implementation of
budget programs, including the proposal to develop methods available for
use in estimating budget expenditures for individual measures for different
perspectives, forecasting expected results, and calculating individual
indicators of the program’s economic efficiency.

In order to comply with budget discipline, the level of competence and
responsibility of managers of budget funds for the clear implementation
of approved budget programs should be increased.

The existing methodology for the formation of budget programs does
not foresee the need for a clear separation in time and space of funding
from different sources. More often, the suspension of funding from budget
funds almost always leads to the suspension of funding or refusal to
implement the program from other sources.

23 Oromp II.I'. ITporpamMHO-IINEOBHI METO/| Ta €(EKTHBHICTh OFOJUKETHHX
nporpaM. @inancu Yrpainu. 2009. Ne 7. C. 20-29.

24 Cykau O.M. OmiHka pe3yJIbTaTUBHOCTI peaizamii OGIO/PKETHHX MpOTpaMm
MicueBoro piBHs. [nnosayitina exonomixa. 2012. Ne 7. C. 33-35.
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The participants in the budget process do not take into account that the
lack of financing of the budget program can occur due to both the lack of
funds and insufficiently qualified preparation of the necessary documents,
including the effectiveness of previously used funds.

There are also cases of violation and disregard of the legal prescriptions
of legislative and normative legal acts on the issues of state targeted
programs. Budgetary programs are often implemented without real
calculations and thorough measurements to achieve the set goal, without
defining clear results of their implementation, and most importantly —
unambiguous, justified volumes and sources of funding.

Yes, first decisions are made and budget programs are approved, and
only then the search for funding sources is conducted, and it should be the
other way around. In addition, budget programs are quite often not brought
to a logical conclusion, remain, for one reason or another, unimplemented.

In view of the above, we suggest making changes to the methodology
of budget program planning and clearly dividing and demarcating
different sources of funding for relevant expenditures. This will provide
an opportunity not to suspend funding and not disrupt the implementation
of budget programs at the expense of non-budgetary sources.

We believe that it is necessary to develop a methodology for
conducting a comparative analysis of the effectiveness of budget programs
based on a formulaic approach and uniform evaluation criteria, which
would provide an opportunity to objectively assess and determine the level
of effectiveness of the budget program in order to make a management
decision regarding the continuation or impracticality of funding the budget
program in the following periods.

We agree with the experts that the main reasons for the inefficient use
of budget funds and the low effectiveness of budget programs are also: the
lack of priorities in budget policy for the medium and long term.

Therefore, budget programs can be effective only if the approaches and
tools for their implementation are changed, intensive methods of
managing budget funds are used at each stage of their passage, and the
program-target method is fully implemented in the budget process.

In turn, the shortcoming of PCM budgeting in general is a rather
detailed periodic analysis of all programs, which requires significant
human resources and financial costs. Until the analysis is completed and
management decisions are made, there may be uncertainty regarding
future program funding.

We believe that the current stage of implementation of program
budgeting in Ukraine is imperfect, which is carried out according to new
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standards for the preparation of budget requests and other documents, and
the content of the work on the management of budget resources has not
undergone fundamental changes.

One of the reasons for this is the introduction of this method at the local
level as a mechanism for current budget planning (budget planning for one
year), since the formation of local budgets in terms of programs must be
carried out on the basis of approved medium—and long-term strategies for the
socio-economic development of territories, sectors of the economy, etc.

Therefore, from the point of view of European approaches, budget
programs should be formed for the future in accordance with the goals and
objectives of the socio-economic policy of the territory, and the
introduction of program budgeting in local budgets is inextricably linked
to medium-term budget planning, since budget programs are mainly
composed of.

Therefore, from the point of view of European approaches, budget
programs should be formed for the future in accordance with the goals and
objectives of the socio-economic policy of the territory, and the
introduction of program budgeting in local budgets is inextricably linked
to medium-term budget planning, since budget programs are mainly
composed of several years, and therefore it is important to plan the
traditional budget also for the medium-term perspective.

An important step in the direction of public finance management is the
application of medium-term budget planning, which contributes to: improving
the state of the macroeconomic situation; reduction of public expenditure and
increase in the level of predictability of financial flows; realities of medium-
term calculations; strengthening control over state debt; establishment of
expenditure “ceilings”; strengthening budgetary discipline; increasing
efficiency and cost effectiveness; providing quality services.

Fiscal rules and restrictions recommended for implementation by the
European Commission are mandatory in medium-term planning. In
particular, the legislative regulation of fiscal rules, their long-term nature,
a reliable accounting system, protective mechanisms and sanctions, as
well as exceptions?.

% CepeqHbOCTpOKOBE  OIO/DKETHE TUTAaHyBaHHS —(MDKHAPOIHUI — JIOCBIf):

iHpOopMarliitHa JIOBIIKa, MMArOTOBICHA €BponeHCEKUM iHpOpMaTIiitHO-
JNOCHITHAIBKUM IIeHTpoM Ha 3anut Komitety BepxoBnoi Pamm Ykpaimm. URL:
https://infocenter.rada.gov.ua/uploads/documents/29131.pdf ~ (mata  3BepuenHs:
20.10.2022).
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At the same time, according to her recommendations, the key elements
of medium-term planning should be: transition to long-term planning;
ensuring coverage of all state expenditures; their limitation; detailing
income forecasting; analysis and explanation of the reasons for deviations
from the planned indicators; development of a number of scenarios of
macroeconomic forecasts regarding the application of fiscal regulation
tools; legislative coordination of short-term and medium-term budget
planning; monitoring and effective adjustment mechanisms.

Studying foreign experience on this issue, it is worth noting that in
Great Britain, the main postulates are that the Government takes loans of
an investment nature only, and the ratio of net public debt to GDP is of a
legislative nature. Unused funds are carried over from one year to another.

In Sweden, medium-term budget planning is three-level. The first
priority is the formation of fiscal policy, the second is the limitation of
expenditures, and the third is the formation of a “budget reserve”, that is,
a limit in case of unforeseen circumstances. Planning is carried out by a
special department independent of the government.

Medium-term planning in Germany involves forecasting for five years.
Features of functioning are the mutual economic balance of the federal and
local authorities, legislative regulation of the process of obtaining loans,
legislative regulation of debt at the level of public investments, limitation
of the level of expenditures.

Planning in Turkey involves centralization and redistribution of
decision-making powers, IMF lending, detailed budget classification.
Turkey’s budget process is centralized, the Higher Planning Council forms
the medium-term fiscal plan. The medium-term financial plan of the
Ministry of Finance and the medium-term program of the state planning
organization are sent to it. After approval, the data of both documents are
made public, and proposals submitted to fund managers are processed.

The system of medium-term budget planning in Ukraine operates on
the basis of the norms of the Budget Code of Ukraine. The budget forecast
is developed according to the economic and social development programs
of the country for 3 years. Forecast indicators include indicative indicators
for income, financing, expenses, lending and debt. Planning reflects
development scenarios, balanced indicators, their dynamics, investment
programs, etc.

Taking into account the specifics of Ukraine’s development, we
believe that the influence of inflationary and destabilizing processes can
be force majeure in the implementation of the strategy during medium-
term planning.

73



We believe that the difficult situation that has developed in the
budgetary sphere in Ukraine is one of the reasons for the weakening of the
level of budgetary discipline, as well as insufficient competence and low
responsibility of managers of funds.

Thus, M. Latynin notes that a problematic aspect in the state
administration regarding strategic planning of regional development is the
lack of a strategic vision of short-, medium— and long-term goals for the
implementation of the tools of the financial and economic mechanism and
the inconsistency of the strategic goals of state and regional
development?,

According to some experts, the issue of medium-term planning at the
local level is insufficiently regulated by the Budget Code of Ukraine?’.
Namely, the mechanism for planning interbudgetary transfers. In addition,
medium-term plans and programs for the development of territories are
inconsistent.

The main reasons are: a significant number of uncoordinated budget
programs, insufficient state support, deficiencies in the work of local
authorities, insufficient analysis and low control. It should also be noted
that when forecasting the development of territories, statistical indicators
are not sufficiently worked out.

The level of forecasting methodology is low, i.e. the absence of
factoring and comparative analyzes for the purpose of reliability of
forecasting results. There is no prioritization of local development
compared to national development.

Some scientists believe that the problematic aspects in this direction
are the lack of a management strategy?®. Other scientists are inclined to

% Jaturin M.A. Oco6mmBOCTi (yHKIiOHyBaHHA (PiHAHCOBO-EKOHOMIYHOIO
MeXaHIi3My [ep>KaBHOTO YIPABIIHHS CTPATETiYHUM IUIaHYBaHHAM PETiOHAIBHOTO
po3BUTKY B YKpaiHi. [epoicasa ma pecionu. Cepis «/lepoicasue ynpaeninnsy. 2014,
Ne 3. C. 55.

27 Kasiok .M. 3anpoBajixeHHs cepeHbOCTPOKOBOTO OI0/KETHOTO TJIaHyBAHHS
Ha piBHI MicLIeBHX OIOJDKETIB: JOCBIJ €BpoNeiicbKUX KpaiH. Koopounamu ynpaeninms
30ipHUK HaykoBuX mpaib / 3a pen. [.1. [I3BiHuyka. IBaHO-®pankicrk : Micto HB,
2013. Bum. 4. C. 139.

28 Jlatmain M.A. Oco6nuBoCTi (yHKIIOHYBaHHS (HiHAHCOBO-EKOHOMIYHOTO
MEXaHi3My AEp)KaBHOTO YMpPAaBJiHHSA CTPATEriYHUM IUIAHYBaHHSM pETiOHALHOTO
po3BuTKy B YkpaiHi. Jepocasa ma pezionu. Cepis «/epoicasue ynpaeninnsay. 2014.
Ne 3. C. 55.
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the opinion of using corrective coefficients of budget expenditures when
forecasting according to programs?°.

But we agree with the authors that they consider the application of
medium-term planning from below, at the level of territorial communities,
in particular, its regulatory and legal support, to be the primary task. The
latter is relevant not only at the stage of forecasting, but also at other stages
of the budget process.

In our opinion, thanks to the formation of the budget according to the
program-target method for three years, there is a prospect of its real
balancing. the relationship between the stages of strategic planning and
program-target budgeting is shown in figure 15.
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Fig. 15. Cycles of planning and program-target method

International experts believe that: “<...> a well-formed program
structure improves the macro-fiscal function of the budget and financial
discipline, as it provides an opportunity to more efficiently plan
expenditures for the medium-term perspective®C.

29 3amatpina 1.B. TTporpaMHO-IINBEOBHI METOM OOJDKETHOTO IUIAHYBAHHS Y
KOHTEKCTI CTPATEeTiYHOTO Ta CEePeIHbOCTPOKOBOTO IUTaHyBaHHS. Pinancu Yxpainu.
2017. Ne 10. C. 22-27.

30 QCBS-1. Ilpoekr MomepHizauii aepskaBHux (iHancis. KoHCyibTaTHBHA
HiITpUMKa JAJIs TOKpamieHHs OOJDKETHOrO IUIAaHYBaHHS 1 CEPeIHbOCTPOKOBOIO
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Therefore, the primary task at the level of ministries is to compare
budget programs by type without allowing existing duplication. In
addition, preventing termination of funding without good reasons, first of
all through qualified preparation of documents at the planning stage. In
particular, making reasonable calculations and clearly defining the
purpose of the program.

Budget forecasting by programs, by identifying and allocating specific
sources to fund certain expenditures, particularly education, which we are
investigating, will contribute to seamless funding.

The evaluation of budget programs by managers of funds in the budget
process according to the methodology determined by the Ministry of
Finance of Ukraine of May 5, 2011 Ne 608 does not include a procedure
for comparing typical programs within the relevant territories®..
Refinement of the methodology, taking into account the relevant
evaluation criteria, will contribute to the real evaluation of the most
effective programs and, accordingly, to the adoption of balanced decisions
regarding the effectiveness of the use of budget funds.

It should also be noted that the procedure for rating and forming
summary indicators of the implementation of budget programs is
imperfect on the ground. The reasons for the imperfection of budget
programs are their unreasonableness and inconsistency. That is, effective
management tools are needed, in particular, the full application of the
program-target method.

Taking into account European practice, program-target budgeting
should be inextricably linked with medium-term budget planning and
priorities of the country’s socio-economic development. The main
principles should be predictability, transparency and consistency of budget
policy. Thus, an effective budget process should be based on medium-term
planning in accordance with defined priorities, budget policy objectives
and available budget resources.

Along with that, strategic planning, which is a tool of partnership
between authorities, citizens, and private institutions, is of great
importance. It allows communities to use budget funds more effectively.

OI0/PKETYBaHHS Ta METOIOJIOTIYHA MiATPUMKA TIPOTPaMHO-IITLOBOTO OFO/PKETYBaHHS
/ CeitoBuii 6ank. URL: www.minfin.gov.ua (nara 3sBepuenss: 20.10.2022).

31 [Ipo 3arBepmxeHHs MeETOOUYHUX PEKOMEHIAMIN MO0 3IMCHEHHS OIHKA
epexTrBHOCTI OrOMKeTHUX Tporpam : Haka3 MinictepcTBa ¢iHaHCIB YKpaiHH Bin
17 tpaBas 2011 p. Ne 608 / MinicrepctBo ¢inanciB Ykpainm. URL:
https://zakon.rada.gov.ua/rada/show/v0608201-1 1#Text (mara 3BEpPHEHHSI:
27.10.2022).
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The strategic plan has better access to credit resources and investments. It
must be economically justified. In particular, the components of target
programs, budget and plans of communally owned enterprises. There
should be a clear relationship between them and the ability to monitor,
analyze, evaluate, and determine results.

In addition, the strategic plan should contain a calculation of the cost
of each task by year and by each task. The cost should be distributed by
funding sources. Sources can be both budgetary and other.

For the effectiveness of the strategic plan, it is necessary to have, for
example, capital repair plans for budget facilities and plans for the
development of utility companies. At the same time, civil participation is
necessary for the effective development of society. It is, first of all, an
intellectual resource for the authorities. In addition, it is a system of actions
of citizens in determining and solving their problems.

In governance, citizens allow to minimize social and political risks, to
adjust the plans and behavior of the authorities. That is, the community
allows formulating and defending the interests of the community.
Classification of public participation (see fig. 16).

Iconsileration manipulati deegation of
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Fig. 16. Classification of public participation in the budget process

partnership

The state of public participation must be adequate in order to avoid
tension in the community and society.

Taking into account the progressive steps implemented at the
legislative level in the direction of medium-term budget planning, we
believe that the current version of the Code does not sufficiently clearly
regulate the issue of medium-term planning at the level of local budgets.
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Thus, one of the main obstacles is the lack of a legal basis for medium-
term planning of interbudgetary relations, since the issue of planning
indicators of interbudgetary transfers is crucial for establishing the
stability of relations between local budgets and the state budget. This also
depends on the possibility of local budgets planning their own
development in the medium term.

Another problem is the lack of a clear relationship between medium-
term financial plans and programs for socio-economic development of the
territory for the future.

Analysis of the implementation of socio-economic development programs
proved that they are not fully implemented due to the inconsistency of the
programs with medium-term plans, as well as insufficient state support, lack
of clear coordination of actions of central and local authorities, poor analysis
of the situation in each individual region and inadequate control according to
the implementation of these programs.

It should also be noted that when making forecasts of socio-economic
development of territories, the analysis of statistical indicators is carried out
only at the stage of their compilation, and not at the stage of forecasting.

The lack of a methodological basis for taking into account the factors
affecting the general economic development of the territory and the
uncertainty of the list of compared performance indicators by programs leads
to the fact that short series of dynamics of socio-economic indicators are used,
which cannot guarantee sufficient reliability of the forecast results.

In practice, there is an inconsistency between the strategic priorities of
regional or local development with the national development priorities of
the country, which is a significant obstacle on the way to the
implementation of medium-term planning at the level of local budgets.
Many scientists and specialists also focus their views on the problem of
inconsistency of socio-economic development programs of regions and
territories with medium-term financial plans and national development
priorities of the country.

Itis also necessary to agree on the issue of the need to establish a closer
connection between the strategic planning of the activities of the main
managers of budget funds and medium-term budget forecasting.

In turn, the implementation of the medium-term planning institute for
the current and the next two years at the level of local budgets requires the
development of appropriate methodological and organizational support for
the process of its implementation, including at the level of districts and
territorial communities, which involves the development and adoption of
additional regulatory and legal acts of sub-law character.
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In addition, at the legislative level, it is necessary to finalize legal acts
on the introduction of a new planning system, the definition of budget
rules for all participants in the budget process, the preparation procedure,
the structure and format of the medium-term budget plan, etc.

The medium-term program-target budget is a format for balancing the
costs of limited resources with maximum social and economic effects.

To date, in Ukraine, the issue of introducing medium-term budgetary
planning of both state and local budgets is almost not settled by law.
Medium-term budget planning is a link that connects budget policy with
the priorities of the socio-economic development of the country and
territorial-administrative units, contributes to increasing the stability of the
budget system and the reasonableness of budget expenditures.

The application of medium-term budget planning should ensure the
predictability, transparency and consistency of the budget policy,
contribute to the effective implementation of budget programs, create an
opportunity to use the budget as an instrument of influence on the
economic development of the country, its territorial and administrative
units and the solution of social tasks. Therefore, an effective budget
process should be based on medium-term planning according to defined
priorities, budget policy tasks and available budget resources.

Strengthening the role of medium-term planning as the basis of the
predictability of budget policy and strict budget planning is one of the
directions for improving the management of the budget process and
resources of local budgets, including through the transition to program
budgeting, which ensures a direct connection between the allocation of
budget resources and the results of their use.

Therefore, an effective budget process should be based on medium-
term planning in accordance with defined priorities, budget policy tasks
and available budget resources. In turn, medium-term planning is a tool
for effective management of local budget funds and implementation of
strategic directions of development of the country as a whole and directly
of each region. Strengthening the role of medium-term planning as the
basis of the predictability of budget policy and strict budget planning is
one of the directions for improving the management of the budget process
and resources of local budgets, including through the transition to program
budgeting, which ensures a direct connection between the allocation of
budget resources and the results of their use. We believe that the further
introduction of medium-term budget planning and the program-target
method into the budget system will have a positive effect on increasing the
efficiency of state management of local budget resources.

79



The current state of the management model of the budget system and
inter-budget relations in Ukraine shows that there is a discrepancy between
the obligations of local budget expenditures and sources of income, and
inter-budget transfers have turned into the main source of financing for
almost the entire system of local budgets.

The principles of effective budget decentralization should be the
delimitation of spending powers between budgets of different levels in
accordance with accepted commitments for the medium term, taking into
account the principles of subsidiarity and balance between functional
powers and the amount of revenues directed to their implementation.

Also, the process of transfer of powers from the central government to
local authorities should be accompanied by the transfer of appropriate
financial resources for the implementation of these powers through the
introduction of local taxes and fees and by fixing a part of national taxes
under local budgets that have received such powers.

Today, we clearly see that a new concept of state management of
budgetary resources needs to be built immediately in Ukraine, which will
be based on the recognition and observance by all branches of government
of the equal rights of citizens and on reformatting the principles of the
existence of the system of state power in order to provide effective
management functions to society for the sake of the country’s prosperity,
and not only for the satisfaction of their own ambitions. Budget
decentralization will make it possible to form financially stable regions
and local self-government bodies that are able to implement an active
socio-economic policy and increase the efficiency of budget expenditures.

The current state of the management model of the budget system and
inter-budget relations in Ukraine shows that there is a discrepancy between
the obligations of local budget expenditures and sources of income, and
inter-budget transfers have turned into the main source of financing for
almost the entire system of local budgets.

The principles of effective budget decentralization should be the
delimitation of spending powers between budgets of different levels in
accordance with accepted commitments for the medium term, taking into
account the principles of subsidiarity and balance between functional
powers and the amount of revenues directed to their implementation.

Also, the process of transfer of powers from the central government to
local authorities should be accompanied by the transfer of appropriate
financial resources for the implementation of these powers through the
introduction of local taxes and fees and by fixing a part of national taxes
under local budgets that have received such powers.
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Today, we clearly see that a new concept of state management of
budgetary resources needs to be built immediately in Ukraine, which will
be based on the recognition and observance by all branches of government
of the equal rights of citizens and on reformatting the principles of the
existence of the system of state power in order to provide effective
management functions to society for the sake of the country’s prosperity,
and not only for the satisfaction of their own ambitions. Budget
decentralization will make it possible to form financially stable regions
and local self-government bodies that are able to implement an active
socio-economic policy and increase the efficiency of budget expenditures.

CONCLUSIONS

Taking into account the results of the study, it is worth noting that,
despite the difficult situation related to the Russian military conflict, not
only the educational process continues in Ukraine, but also its reformation
is taking place in accordance with new challenges.

The adopted Higher Education Development Strategy defines
strengths and weaknesses, opportunities for further development, and
threats to the external environment. Its implementation is inextricably
linked to the improvement of the system of public finance management
through increasing the effectiveness of mobilization and spending of
public funds.

This is a consequence of decentralization and democratization in
Ukraine, gradual integration into the European Community, ensuring the
transition to a resource-saving, socially inclusive economy, etc.

Studies of the state of financial support of educational institutions
indicate a reduction in the amount of financing of educational institutions
and the level of financial support of scientific and pedagogical workers.

The main areas of reform envisaged by the Strategy are the
improvement of the distribution formula based on the results of activities
and the modernization of the network, consolidation of higher education
institutions.

In our opinion, in this direction, it is necessary to contribute to the
quality implementation of the process of medium-term planning and
program-target budgeting, in particular, the coordination of innovations
with the budget legislation, the improvement of the components of budget
programs, the activity plans of the main budget managers, and the
strengthening of budget control.

The line ministries should optimize the typical lists of budget programs
and the performance indicators of their implementation by combining the
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same type of budget programs and reducing the number of performance
indicators, especially those that are duplicated with indicators for the
network, states and contingents.

The clear formation of the list of performance indicators will contribute
to the real determination of the number of consumers of the budget service,
the realism of its implementation, and the effectiveness of the final results.

Taking into account the significant actions aimed at reforming higher
education, we believe that its strategic direction will be the presentation of
the concept of “Education throughout life” is a program for the
development of civil society, which is a leading global trend.

In order to increase the level of management efficiency in the higher
education system, the development of state personnel policy in Ukraine,
taking into account the consolidation of higher education institutions, it is
necessary to give preference to practicing teachers who create a high-
quality staff of scientific and pedagogical workers during competitive
selection.

SUMMARY

The implementation of the educational principle contributes to the
awareness of common values by every Ukrainian, the development of self-
identity as a citizen and individual.

The current state of development of financial relations in education in the
context of European integration and globalization processes, aimed at
ensuring the competitiveness of educational services on an innovative basis,
taking into account the needs of each individual. At the same time, in the
system of higher education, the amount of state budget funding is decreasing
compared to the indicators of developed countries, due to the inconsistency of
minimum social standards. We see the solution to this problem in the
application of the system of effective budget management, in particular
program-target budgeting and medium-term planning, which will contribute
to ensuring targeted and effective spending of budget funds.
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