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CHAPTER 2

METHODOLOGY AND PRACTICE OF ANALYSIS
AND ASSESSMENT OF FINANCIAL SUPPORT
FOR SUSTAINABLE DEVELOPMENT

OF THE NORTH-WESTERN REGION

DOI: https://doi.org/10.30525/978-9934-26-524-2-2

2.1. General characteristics and trends in the socio-economic development
of the North-Western region
The object of further analytical research is the North-Western region of Ukraine,
which includes the territories of two administrative regions — Volyn and Rivne,
which are characterised by significant similarity in the size of the total area of the
territory (respectively, 2014.4 thousand hectares and 2005.1 thousand hectares) and
the area of individual components of the land fund (Figure 2.1).
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Figure 2.1. Comparison of the land area in Volyn and Rivne Oblasts
(according to the State Service of Ukraine for Geodesy, Cartography
and Cadastre; as of January 1, 2020), thousand hectares

Source: built by the authors according to [36, 37]

In more detail, certain differences between the components of the land fund can
be traced by comparing the structure of land in these oblasts and in the region as a
whole (Figure 2.2).
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Figure 2.2. Comparison of the structure of land in the North-Western
region of Ukraine (according to the State Service of Ukraine for Geodesy,
Cartography and Cadastre; as of January 1, 2020), %

Source: built by the authors according to [36; 37]

As we can see, the largest area of land is covered by agricultural land (the largest
in Volyn Oblast — 51.4%), and, given that these territories belong to the Polissya
geographical zone, a significant share is covered by forest land (the largest in Rivne
Oblast — 40.8%). The share of land under water is much smaller (the largest in
Volyn Oblast — 6.2%) and the share of open wetlands (the largest in Rivne Oblast —
4.8%), while the share of built-up land and other land is relatively smaller. This
structure shows that the North-West region has the basic conditions for attracting
the available natural resource potential for the development of the agricultural and
forestry sectors of the economy.

An important component of the Northwest region's potential is human capital,
which is based on the population of the area (Figure 2.3).

In the long period from 1995 to 2022 there was a slight predominance of the
permanent population in Rivne Oblast in comparison with Volyn Oblast (by 10-12%).
However, in general, there was a decrease in this indicator from 2272.8 thousand
people in 1995 to 2163.1 thousand people in 2022, or by 109.7 thousand people, i.e.
4.8%, which indicates a decrease in the basic indicator of human capital formation
in the North-Western region. Although this indicator tended to increase during the

44



Monograph

period 2010-2016, the crisis in the economy after Euromaidan and the occupation
of the territories of Donetsk and Luhansk oblasts and the Autonomous Republic of
Crimea resulted in a negative natural increase in the population of these oblasts and
the region as a whole.

2500

22728
2251 2205,52188,3 2189,6 2192,8 2196,9 2200,1 2204,1 2204,5 2203,72199,1 2192,6 2184.42175.9 71 63.1

- —

2000

1500

)

N a4 o o N e o o “ o

=) 1 =} — < N-} =3 — — o =) o~ 138 5 T
A= o= 0% o v % e Y »nY s w @ F
0 — = o — — P o N — — — — —_ — —_ =
o~ o) gv—i gv—‘ ?(01,_‘ S — :'_._ g.— grl-—4 —— ﬁv—{ ln,—4 ;,—‘ Rﬁ

Population as at 01 January, thousand people

(=3
(=}

1000
5
0

1995 2000 2005 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
mmmm Population in Volyn Oblast === Population in Rivne Oblast ~ «=®==Population in the North-West region

Figure 2.3. Dynamics of the population in the North-Western region
of Ukraine as of January 1, 1995-2022

Source: built by the authors according to [11, 12, 16, 17, 31]

In the future, it is important to study the dynamics of the main economic indicator
of socio-economic development of regions — the Gross Regional Product (GRP)
(Figure 2.4), but for analytical purposes it is advisable to focus on the change in the
real value adjusted for the cumulative inflation index.

As we can see, the nominal GRP in Volyn and Rivne regions increased
almost constantly and more strongly, while the real GRP values after 2004 show
clear downward waves of decrease during the economic crises (2008-2009 and
2015-2016). In general, however, it can be noted that in 2021, compared to 2004,
real GRP increased by 2.6 times in Volyn region and by 2.3 times in Rivne region.

Accordingly, similar positive changes in this indicator occurred in the North-
Western region as a whole (Figure 2.5).

At the same time, the constructed trend line for nominal GRP in the form of an
exponential, which is marked by the highest value of the coefficient of determination,
describes a sharp positive upward trend.
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Figure 2.4. Comparison of the dynamics of nominal and real gross
regional product in Volyn and Rivne Oblasts in 2004-2021

Source: compiled by the authors based on data from [11; 12; 16; 17; 31]

Whereas the trend line of real GRP in the form of a second-degree polynomial
is also ascending, but indicates a very moderate growth of this indicator, which in
general over the analysed period (18 years) was 2.4 times, i.e. an average annual
growth rate of 5.4%. Therefore, we can make a preliminary conclusion that the
economy of the North-Western region is generally growing positively, but at a
moderate pace.

More detailed conclusions can be drawn on the basis of a comparative analysis of
the dynamics of the main indicators of socio-economic development of Volyn and
Rivne regions over the past 5 years, which are available from the point of view of
official statistics, i.e. for 2017-2021 (Table 2.1).

As can be seen from the table, the number of residents in Rivne Oblast was
on average 12.0% higher than in Volyn Oblast during the period analysed. Rivne
Oblast also significantly outperformed Volyn Oblast in terms of the number of
employed persons aged 15-70 (by 27%) and the corresponding employment
rate (by 14%), and also had a relatively lower average annual unemployment
rate (by 22%).

A more detailed analysis of the indices of the main indicators of economic
development and individual types of economic activity shows that the Rivne
Oblast also had a relatively higher level of the physical volume of gross fixed
capital formation at last year's prices (by 22%), as well as the index of industrial
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Figure 2.5. Comparison of trends in the nominal and real gross
regional product of the North-Western region of Ukraine in 20042021

Source: compiled by the authors based on data from [11; 12; 16; 17; 31]

production (by 8%), especially the index of construction products (by 52%) and the
index of the physical volume of retail trade turnover (by 16%). On the other hand,
Volyn Oblast provided relatively higher growth indices for agricultural production
(by 1%), changes in freight turnover (by 39%), and changes in profitability of
operating activities of enterprises (by 78%). At the same time, Rivne Oblast had a
slight advantage in terms of basic social indicators — the index of changes in real
disposable income (by 3%) and the index of changes in real wages (by 4%).

Volyn Oblast's direct border with Poland, a member of the European Union, gives
it an advantage over Rivne Oblast in both exports and imports of goods (31% and
73% respectively) and exports and imports of services (29% and 17% respectively).

In general, it can be said that the oblasts of the North-West region have shown
positive dynamics in most of the basic indicators of socio-economic development,
but in the future it is advisable to focus also on the reduction of imbalances in
employment, development of the construction industry, changes in cargo turnover,
profitability of business activities of enterprises and export-import operations of
goods and services.

It is also important to study the dynamics of the labour force, employed and
unemployed population in the North-Western region (Figure 2.6).
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As can be seen from the figure, the region's labour force has been based on the
employed population throughout the period, with fluctuations in the number of
people in the region during periods of economic downturn and growth, with the
most recent decline starting in 2020 due to the COVID-19 coronavirus pandemic,
and further negative changes expected after 2022 as a result of a full-scale war.
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Figure 2.6. Dynamics of the labor force, employed
and unemployed population (according to the ILO methodology
at the age of 15-70) in the North-Western region in 2000-2021

Source: built by the authors based on data from [11; 12; 16; 17, 31]

In general, over the period 2000-2021, the labour force will decrease by
115.3 thousand people or 11.2%, including the number of employed people
(by 102.6 thousand people or 11.2%) and the number of unemployed people
(by 12.7 thousand people or 11.2%). It should be noted that in 2021 the number of
unemployed people in the North-West region will again exceed 100 thousand, which
will require the implementation of appropriate measures to ensure fuller use of the
existing labour potential of the territory.

In the future, it is also advisable to study the performance of business entities in
the North-Western region (Figure 2.7).

In general, this region saw an increase in sales from UAH 96.3 billion in 2013 to
UAH 409.4 billion in 2021, or 4.2 times, during the period analysed. At the same
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time, enterprises accounted for more than 85% of this volume, although their
share gradually decreased from 88.0% in 2013 to 85.6% in 2021. This indicates
the intensification of small businesses, especially individual entrepreneurs, who
are beginning to play a greater role in shaping the indicators of socio-economic
development in the region. At the same time, it is important that the acceleration
of the development of individual entrepreneurs does not take place through the use
of elements of "shadow business", but rather through the de-shadowing of trade
turnover, employment, increased profitability, wages, payments to budgets of all
levels, etc.
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Figure 2.7. Dynamics of the volume of sales of products (goods, services)
by types of business entities in the North-Western region of Ukraine
in 2013-2021

Source: built by the authors according to [11; 12; 16; 17; 31]

A more detailed analysis of the change in the net profit (loss) of enterprises by
region and in the Northwest region of Ukraine in 2000-2021 (Figure 2.8) shows
that the activities of enterprises in Volyn region were less unprofitable and more
profitable in most periods.

The largest losses were incurred by individual regions and the region as a whole
in 2014 after the economic crisis caused by the start of Russia's armed aggression —
a total of UAH 14.7 billion. It is noteworthy that even during the coronavirus
pandemic in 2020, Volyn Oblast made a net profit of UAH 1.9 billion, but enterprises
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in Rivne Oblast suffered a loss of the same amount, which led to an overlap with
the positive result for the region as a whole. Instead, in 2021 both regions achieved
the largest and similar net profits in terms of the total amount (Volyn Oblast —
UAH 8.8 billion, Rivne Oblast — UAH 9.0 billion).
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Figure 2.8. Dynamics of the net profit (loss) of enterprises by regions
of the North-Western region of Ukraine for 2000-2021

Source: built by the authors according to [11; 12; 16; 17, 31]

A more detailed analysis of changes in net profit depending on the size of
enterprises in the Northwest region of Ukraine in 2015-2021 (Figure 2.9) shows
that in most years, large enterprises were unprofitable, with the largest negative
result in 2020 (-UAH 4.9 billion) due to the coronavirus pandemic.

On the other hand, medium-sized enterprises were profitable throughout the
period analysed, with the highest net profit in 2021 (UAH 8.5 billion). Small
enterprises (including micro-enterprises) were also profitable, as they only made a
total loss in 2020. Obviously, after the outbreak of a full-scale war, these indicators
could deteriorate significantly from 2022 onwards and even turn negative due to a
significant decrease in production and sales volumes and other factors.

Given the importance of the agricultural sector for the development of this region,
it is important to analyse the dynamics of agricultural production (Figure 2.10).

As can be seen, the region demonstrates a gradual increase in total agricultural
output (from UAH 24.8 billion to UAH 34.7 billion, or 39.7%), which was
mainly due to a gradual increase in crop production (from UAH 15.3 billion
to UAH 25.9 billion, or 69.7%) and a certain decrease in livestock production
(by 8.2%).
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Figure 2.9. Changes in net profit (loss) depending on the size of enterprises
in the North-Western region of Ukraine in 2015-2021

Source: built by the authors according to [11,; 12; 16; 17, 31]

During the period analysed, only in 2015, after the actual start of Russia's armed
aggression, was there a decline in production in all sectors and in agriculture as
a whole in the Northwest region. An even greater decline in these indicators can
be expected at least in 2022 as a result of the outbreak of a full-scale war and the
restriction of grain sales through domestic seaports.

A further analysis of changes in the structure of agricultural production
by areas of activity and categories of farms in the North-Western region
(Figure 2.11) showed that there was an annual increase in the share of crop
production—from61.5%t074.7%,whiletheshareoflivestockproductiondecreasedfrom
38.5% to 25.3%.

On the other hand, the region experiences a shift towards large-scale agricultural
production, as the share of household production decreases from 68.6% in
2010t046.7%in 2021, while the share of enterprise production increases accordingly,
from 31.4% in 2010 to 53.3% in 2021.
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In other words, there has been a reorientation of the agricultural sector in this
region to increase the role of large-scale production and crop production in the total
output. It is also clear that in the event of a full-scale war, this structure could again
change significantly, depending on external or internal factors.

2.2. Analysis of sources of attraction and areas of use of financial resources
to ensure sustainable development of the region

Ensuring sustainable development of the country's regions requires adequate
funding for important areas of their economic activity that will yield positive results
in the short term. Promising economic areas, or macro regions of Ukraine, which have
not reached a high level of development but have a favourable geographical location
and significant natural resource potential, include the North-Western region, which
includes Volyn and Rivne administrative oblasts. Given the low level of economic
development of these regions, ensuring their growth requires attracting additional
investments, especially of a capital nature. Therefore, it is important to study the
current state of financial support for sustainable development in this macro-region,
which will allow identifying possible reserves and justifying areas of activation in
this area.

The problematic issues of financial support for sustainable development at
the regional level have been studied by many scientists of well-known scientific
institutions, in particular, the Institute of Environmental Economics and
Sustainable Development of the National Academy of Sciences of Ukraine [70],
the Academy of Financial Management [33], as well as a number of other
researchers [72, 74, 75, 83].

Statistical information and individual analytical reviews on changes in investment
indicators by regions of Ukraine over a long period of time are freely available
on the official website of the State Statistics Service of Ukraine [31], as well as
on separate official websites of the Main Department of Statistics of Volyn Oblast
[16] and the Main Department of Statistics of Rivne Oblast [17]. Thus, a certain
theoretical, economic and statistical basis is formed for further analysis of the trends
in the indicators characterising the financial support for the achievement of the
SDGs in the North-Western region of Ukraine.

In general, it can be noted that Volyn and Rivne Oblasts are quite similar both in
terms of natural and climatic conditions and economic development, which allows
them to be considered as a single economic region, or macro-region, which in the
future, in the process of implementing administrative reform, may be allocated to a
new large administrative oblast.

At the same time, these regions also have a number of differences in the size
and trends in certain economic indicators, as well as in the level of development of
certain sectors of the economic complex, which should also be taken into account in
the analysis. Therefore, there will be a need for a comparative analysis of a number
of indicators both separately for Volyn and Rivne regions and for the Northwest
region as a whole.
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In order to analyse the financial support for sustainable development, it is
advisable to focus on the study of capital investments, since such investments form
the basis of tangible and intangible long-lived assets that will form the basis for
further sustainable development of the North-Western region. At the same time,
it is important to take account of the time factor when examining trends in value
indicators over a long period, which means that nominal indicators are adjusted each
year and the inflation index is adjusted on an accrual basis from the initial year of
analysis. This makes it possible to convert nominal indicators into real ones at the
fictitious prices of the base year of the analysis and to ensure the comparability of
the value data by removing the influence of the inflation factor.

At the initial stage of the analysis, it is advisable to compare the change in
nominal and real indicators of capital investment in Volyn and Rivne Oblasts in
2010-2021 (Figure 2.12).

As can be seen from the figure, the amount of nominal investments increased
annually in both Volyn and Rivne Oblasts throughout the period under study.
At the same time, in Volyn Oblast the highest growth was observed in the
period 2015-2019, and in the following period 2020-2021 the values were
relatively lower. Instead, in Rivne Oblast, after a decline in 2019-2020, there
was a sharp increase in 2021 to UAH 21.5 billion, which was the highest value
among these regions in the period analysed. Until this year, the amount of
investment in Volyn Oblast had consistently exceeded the corresponding figure in
Rivne Oblast since 2011.

A comparison of real investment indicators at comparable prices in 2010 shows
a slightly different situation, as their trends are no longer characterised by constant
annual growth, but rather by cyclical changes linked to corresponding changes
in economic activity in the country. In particular, it is worth noting that between
2010 and 2013 there was positive growth in the amount of investment in these
regions, although not as significant as in nominal terms.

However, due to the negative effects of the economic crisis caused by the early
change of government, the annexation of part of our country's territory and the ATO,
in 2014 capital investment in Volyn Oblast decreased by UAH 255.9 million, or 9.1%,
and in Rivne Oblast by a slightly higher UAH 283.1 million, or 11.8%. After some
growth in 2015, investment in both regions fell again in 2016. At the same time, in
Volyn Oblast the decline continued in 2017, but in 2019 the maximum value of this
indicator for the whole period analysed was reached — UAH 4,112 million. On the
contrary, in Rivne Oblast in 2019 real investments decreased to UAH 2,185 million,
which is almost comparable to 2014, but in 2021 it reached the highest value of the
indicator among these regions — UAH 6.2 billion, which is 1.8 times higher than in
Volyn Oblast.

In other words, it can be stated that, according to realistic estimates, the volume of
capital investment depends on the economic situation in the country and is unstable,
but, based on the trends studied, investment activity was more active in Volyn region
during the analysed period, while in Rivne region, the amount of capital investment
decreased, although at the end of the period the maximum value of the indicator was
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reached, so it is necessary to continue to maintain investment activity in this region
at a high level.

In the future, it is also important to compare the trends in nominal and real capital
investment in the North-Western region of Ukraine in 2010-2021 (Figure 2.13).

Capital investments, UAH billion

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
mmm Volyn Oblast = Rivne Oblast Volyn oblast (real) =O=Rivne oblast (real)

Figure 2.12. Comparison of the dynamics of nominal and real capital
investment in Volyn and Rivne Oblasts in 2010-2021

Source: compiled by the authors based on data from [11; 12; 16; 17; 31]

Overall, over a long period of time, there has been a steady increase in the
nominal amount of capital investments — from UAH 3704.1 million in 2010 to
UAH 33187.7 million in 2021, or 9 times.

At the same time, the largest increase was observed in 2021, when this indicator
increased by 2.2 times compared to the previous year, which is largely due to
the improvement in the investment climate and the end of the active stage of the
coronavirus pandemic, which was accompanied by economic stabilisation.

This is confirmed by the study of trends in the real amount of investments
in 2010 prices, which until the crisis of 2014 had an upward trend — from
UAH 3,386 million in 2010 to UAH 5,202 million in 2013, or 1.5 times, but in
2014 fell to UAH 4,663 million, or 10.4%. After a slight decline in 2016, the trend
remained positive in the following years, except for a downturn in 2020, which
finally allowed it to reach its maximum value for the entire period in 2021 —
UAH 9,590 million, which is 2.1 times higher than in the crisis year of 2014.

In other words, according to realistic estimates, the amount of capital investment
did not have such a positive increase as in nominal terms without taking into
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account inflation. In general, only in 2018-2019 and 2021 did the real amount of
capital investment exceed the level reached in the pre-crisis year of 2013 and reach
a maximum over the entire assessment period.
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Figure 2.13. Comparison of trends in nominal and real capital investment
in the North-Western region of Ukraine in 2010-2021

Source: built by the authors according to [11; 12; 16, 17; 31]

It is also important to compare the dynamics of capital investment in the North-
Western region of Ukraine during 2010-2021 by the main types of assets — tangible
and intangible (Figure 2.14).

As we can see, the bulk of investments during the period under review was
in tangible fixed assets, which increased from UAH 3,683.2 million in 2010 to
UAH 2,857.2 million in 2021, or 7.6 times. The amount of investment in intangible
assets increased much faster — from UAH 20.8 million to UAH 1,875.4 million,
or 90 times — but was much smaller in terms of value. The share of investments in
intangible assets throughout the analysed period ranged from 0.5-6.3%. In other
words, business entities in the region pay little attention to making capital investments
in intangible assets (in particular, in commercial rights, software, databases,
etc.), which indicates a certain lagging behind global trends in globalisation and
informatisation of the economy. Even in 2018-2019, there was a decrease in these
investments compared to the maximum level reached in 2021.
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Figure 2.14. Comparison of the dynamics of capital investment in tangible
and intangible assets in the North-Western region of Ukraine in 2010-2021

Source: built by the authors based on data from [11,; 12; 16, 17; 31]

Along with the study of trends by type of investment, there is a need for a more
detailed analysis of changes in the structure of capital investment by source of
funding in the North-Western region of Ukraine in 2010-2021 (Figure 2.15).

As we can see, during the analysed period, the main source of capital investment
financing was the own funds of enterprises and organisations, with their share
ranging from a minimum of 43.6% in 2010 to a maximum of 63.5% in 2015, but
then declining again to 37.1% in 2020. In other words, during periods of economic
instability, enterprises and organisations predictably increased the share of capital
investments from their own sources. The share of capital investment financing from
the state budget was by far the smallest, ranging from 0.8-13.8%.

The share of investment from the local budget was somewhat higher, but also
insignificant, ranging from 6.8 to 12.1%. In general, budget funds were spent mainly
on investments in the non-productive sphere (health, education, culture, social
services, etc.), and the amount of funding depended mainly on the economic situation
in the country and the region. During the economic crisis in 2014, the share of funding
from local and state budgets was minimal — 6.9% and 0.8% respectively. A similar
situation was observed with respect to changes in the share of financing from loans
and borrowings, which reached a minimum of 2.0% in 2015 and a maximum of
27.2% in 2020, as well as from funds from non-resident investors and other sources
of financing, with a minimum of 3.1% in 2020 and a maximum of 19.9% in 2010.
Fluctuations in the share of household financing for residential construction were
largely dependent on the economic situation, government priorities and the interest
of companies in carrying out such construction programmes on favourable terms,
as it was highest in 2012, before the crisis, at 25.8%, and lowest in 2020, during the
active phase of the coronavirus pandemic, at 10.8%.
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Figure 2.15. Changes in the structure of capital investments by sources
of financing in the North-Western region in 2010-2021

Source: built by the authors according to [11,; 12; 16; 17, 31]

Next, we examined the dynamics of capital investment by main economic activity
in the North-Western region of Ukraine in the period 2010-2021 (Figure 2.16).
Aswe can see, the largest amount of capital investment after 2015 was in the industrial
sector, which reached a maximum in 2021 — UAH 17.4 billion. The construction
and agriculture, forestry and fishing sectors also received significant investments
throughout the period, although their size decreased slightly in 2019-2020.

After 2014, the public administration, defence, and compulsory social insurance
sectors also saw a steady increase in investment. The active phase of the pandemic
also saw an increase in funding for agriculture, forestry and fisheries.

A closer look at the changes in the structure of capital investment by major
economic activities (Figure 2.17) shows that there has been a gradual increase in the
share of financing for industry (to 52.4%1n 2021), as well as public administration and
defence, and compulsory social insurance (12.3%), while the share of construction
has decreased (to 9.9%).

Along with economic activity, it is important to study the state of capital
investment in the field of ecology and nature management.

A more detailed analysis of the dynamics of capital investment in environmental
protection in the North-Western region of Ukraine in 2010-2020 (Figure 2.18) shows
that the main areas of investment were wastewater treatment, air protection and
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Figure 2.16. Dynamics of the amount of capital investments by main types
of activity in the North-Western region of Ukraine in 2010-2021

Source: built by the authors according to [11; 12; 16; 17, 31]

waste management, which accounted for 59.8%, 21.0% and 13.9% of funds in 2020,
respectively (Figure 2.19). At the same time, the total amount of capital investments
will increase from UAH 24.2 million in 2010 to UAH 83.9 million in 2021, i.e. three
times, but there will be a decrease in 2012, 2014 and 2016. In general, the amount
of investments in environmental protection was insignificant and amounted to only
0.3% of the total in 2021, while in 2010 this figure was slightly higher — 0.7%.

All this indicates a lack of capital investment in environmental protection
activities in the Northwest region, which is quite promising in terms of using its
powerful natural resource potential for economic growth.

In the context of economic instability, it is important for regions that are depressed
by agricultural specialisation, underdeveloped industry, including manufacturing,
and low incomes to find additional sources of financial support. An important
source of mobilisation of additional financial resources for the development of the
economic complex of the North-West region could be an increase in the volume of
foreign investments. After all, local business entities do not have sufficient internal
resources to expand existing and create new production facilities based on the use of
the region's powerful natural resource potential.

As arule, foreign direct investment takes the form of equity and debt instruments.
It is important to study the trends of FDI over the past five years in economically
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of economic activity in the North-Western region of Ukraine in 2010-2021

Source: built by the authors according to [11; 12; 16; 17; 31]

underdeveloped regions with significant potential and a favourable border location,
such as the regions of the North-Western Ukraine — Volyn and Rivne (Table. 2.2).

The key indicator for the analysis is the amount of growth in foreign direct
investment over the period, both in general and by individual instruments — equity and
debt instruments, as well as their balance at the end of the reporting period. Studying
the change in these indicators in the Volyn region over the period 2015-2021, one
can see negative growth, i.e. the outflow of funds previously invested by foreign
investors in 2015-2016 (by USD 48.7 and USD 32.7 million, respectively) and in
2019 (by USD 41.3 million). In other words, positive growth was achieved only in
2017-2018 and 2020-2021.

But in general, during the analysed period, there was an increase in foreign
investment in the economy of Volyn Oblast in the amount of USD 60 million.
This is undoubtedly a positive result. At the same time, this process was mainly
due to a decrease in the amount of investment through equity instruments
(+ USD 106.9 million). Looking at the relevant indicators for Rivne Oblast, it can
also be noted that in 2015-2017 and 2020 there was an outflow of foreign direct
investment, but in the following years there was a tendency to increase its growth —
from USD 27.8 million in 2018 to USD 175.3 million in 2019.
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Table 2.2

Dynamics of foreign direct investment in Volyn and Rivne oblasts
in 2015-2021, million USD USA

Growth
Indicators 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 —2 2015'2()2.1
Relative,
Absol. o,
0
Volyn Oblast
Foreign direct investment — | 407 | 3571 533 (297 [-413| 503 | 494 | 98,1 | -201,6
total, including:
Equity instruments 34,1 1-36,9| 62,7 [ 37,7 |-492| 64,2 | 62,6 | 96,7 | -283.5
Debt instruments 145 42 | 94 | 80| 7.8 [-139|-132] 1,3 9,2
Balance of direct external
mvestments 219,0 [225,6(239,3(225,9(323,9(247,9|376,1| 157,2 | 71,8
(equity instruments)
at the end of the year
including by main activities: | /84,9 [192,9(202,8(189,8|273,7| 228,1|246,6| 61,7 | 33,4
Agriculture, forestry 151 | 12,7 13,0 | 125|145 | 52 | 237 ] 86 | 569
and fishing
Manufacturing industry 169,8 1180,2(189,8(177,3|259,2(222,9(222,9| 53,1 31,3
Transactions with real estate 44 |1 64 | 49 | 82 | 7,0 8,3 7.5 3,1 68,7
including by major countries: | 109,1 |116,7|133,1|144,8242,9|175,8|278,8| 169,7 | 155,5
Cyprus 13,7 | 24,4 | 37,8 | 39,1 [122,1]123,2[207,0| 193.3 | 1406,8
Netherlands 22,1 (233258 |452 (523 | 1,7 | 42 | -17,8 | -80,9
Poland 37,7 [ 34,0 | 338 | 17,7 | 24,9 | 11,8 | 21,1 | -16,6 | -44.1
Switzerland 17,5 [ 16,8 | 16,3 | 19,7 [ 31,0 | 28,2 | 29.8 | 12,4 | 70,8
Slovakia 182 [ 183 ] 193 23,0 | 12,5] 109 | 16,7 | -1.5 -8,3
Rivne Oblast
Foreign direct investment — | 573 5| 50 9| 261 | 28,7 [175,5(-122.8| 134.0 | 407,5 | -149,0
total, including:
Equity instruments -286,11-69,2|-18,9 | 36,7 |167,4(-131,9|157,4| 443,5 | -155,0
Debt instruments 12,6 [ 182 | -7.1 | -8,0 | 8,0 | 9,2 [-23,4| -36,0 | -285,7
Balance of direct external
nvestments 250,7(235,0(222,1(192,9(239,7|264,0 |378,3| 127,6 | 50,9
(equity instruments)
at the end of the year
including by main activities: | /58,8 |144,3|134,2|148,11207,1|235,4|357,6| 198,8 125,2
Agriculture, forestry 15340 | 25|29 | 16| 13 | 120] 33 | -217
and fishing
Manufacturing industry 68,5 | 71,3 | 56,6 | 70,7 | 96,3 | 110,7 | 120,0| 51,5 75,1
upply of electricity, gas, 439 (395|417 | 433|562 | 51.8 | 618 | 179 | 4038
steam and air conditioning
Construction 31,0 [ 29,4 | 334 | 31,3 52,9 | 71,7 |163,7| 132,7 | 427.9
including by major countries: | 146,5 [138,1]122,2(133,01190,5|217,5|331,9| 1853 | 126,5
Cyprus 17,4 | 14,6 | 14,4 | 20,0 | 27,2 | 69,0 [163,5]| 146,1 | 8383
Netherlands 48,1 | 47,8 | 48.8 | 49.4 | 62,9 | 589 | 66,4 | 182 | 37,9
Poland 38 | 44 | 56 | 3,133 |31 49| 1,0 26,8
Germany 478 [ 43,9 | 222 | 304 | 453 | 43,1 | 433 | -4,5 9.4
Italy 293 | 27,4313 (30,0(51,8|43,4 (538 245 | 83,6

Note. Built by the author according to the National Bank of Ukraine [58]
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However, this did not ensure an overall positive effect for the entire period
analysed, 2015-2021, as there was a total decrease of USD 135.0 million. At the
same time, the decrease in equity instruments was even greater, at USD 144.6 million,
while the amount of investments in debt instruments increased by USD 9.5 million.

If we analyse the balance of foreign direct investment (equity instruments) at the

end of the year in Rivne Oblast, we see that this indicator, as in Volyn Oblast, tends

to increase — from USD 205.7 million in 2015 to USD 378.3 million in 2021, or

1.5 times. That is, the studied indicators clearly show that there has been a positive
growth of foreign capital in the economies of Volyn and Rivne Oblasts.

It is important to study the dynamics of the amount of growth and balance of
foreign direct investment in the economy of the North-Western region of Ukraine in

2015-2021 (Figure 2.20).
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Figure 2.20. Dynamics of the amount of growth
and balance of foreign direct investment in the economy
of the North-Western region of Ukraine in 2015-2021

Source: built by the authors on the basis of data from [58]

The total amount of foreign direct investment will gradually increase over
the years, from a negative value of USD 320.2 million in 2015 to a positive
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value of USD 183.5 million in 2021. This was achieved due to a decrease in the
growth of investments in equity instruments in this period — from an outflow of
USD 320.2 million to an increase of USD 220.1 million. At the same time, the
amount of investments in debt instruments was relatively insignificant and fluctuated
both downward and upward, with capital outflows of USD 36.6 million in 2021

An analysis of the change in the balance of foreign direct investment (equity
instruments) at the end of the year in the North-Western region as a whole shows
that it remained somewhat stable at around USD 460 million in 2015-2017,
followed by a decline in 2018 to USD 418.8 million and a resumption of growth to
USD 754.4 million in 2021, the highest for the entire period. This indicates a certain
recovery in the investment attractiveness of the region by foreign investors after the
coronavirus pandemic. However, with the outbreak of a full-scale war, we should
expect a further decline in foreign investment activity in this region.

Another important source of financial support for the implementation of the
Sustainable Development Goals is the funds of local budgets. Therefore, at the initial
stage, it 1s important to study the dynamics of consolidated local budget revenues
and the level of their self-sufficiency (Figure 2.21).

18 60

500 501 18 505

—_
(o)}

50

32,5
27,8

v

Total income, UAH billion
k. k. k.
c o & o ®o o o =
k)
. [\S)
Rivae B2 om0
b
Volynska h
9
Rivne [ s
ivne
? \ C ]
(98]
s
9
W
9
W
W
b
W
b
W
~
9
(98]
(o)}
9
2
bl
Volynska L
k]
Rivne “
9
(e} —_ [\*} (9%} by
(e S (e} S
Share of own income, %

) ) 0 ) Q ~ I ) 0
2 £ g £ 2 £ g £ ¢z
E 52 2 5 =2 52 o2 5
) ) ) S )
> > > > >
2015 2016 2017 2018 2019 2020 2021
mmm Total own income s Official transfers = Total income Share of own income, %

Figure 2.21. Comparative analysis of revenues and the level of self-sufficiency
of consolidated local budgets of Volyn and Rivne Oblasts for 2015-2021

Source: compiled by the authors based on data from [16; 17; 71]
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As we can see, Rivne Oblast slightly dominated the total amount of income
throughout the analysed period, in particular, this was also true for own income
and official transfers. Instead, Volyn region demonstrated higher values by 1-4% in
terms of the share of own income, but by 2020 the total share did not exceed 37.1%.
At the same time, with the outbreak of the coronavirus pandemic in 2020-2021,
there was a decrease in transfers from the state budget, so the share of own revenues
increased to 50.0-51.8%, which is a positive development.

In the future, it will be important to conduct a more detailed analysis of the
revenues of the consolidated local budgets of Volyn Oblast (Appendix B.1) and
Rivne Oblast (Appendix B.3), as well as of the North-Western Region as a whole,
for the period 2015-2021 (Table 2.3).

When analysing the budget revenues of Volyn Oblast separately, the growth index
of own revenues (3.1 times) was positively higher than total revenues (1.7 times),
which was mainly due to the accelerated growth of tax revenues (3.8 times).
The situation was similar in Rivne Oblast, where own revenues grew at a higher
rate than total revenues (3.5 times and 1.8 times, respectively), in particular due to
accelerated growth in tax revenues (3.9 times).

Accordingly, the North-Western region as a whole experienced an accelerated
increase in own revenues (3.3 times) along with an increase in total revenues
(1.7 times), which was due to a significant increase in tax revenues (3.8 times), in
particular due to a significant increase in personal income tax revenues (4.5 times),
which was due to an increase in the percentage of its distribution to local budgets.
In addition to this tax, the largest amount of revenue came from other local taxes and
fees (UAH 2.9 billion). The amount of official transfers increased during the period
under study, despite inflationary changes, until 2020, but since the beginning of the
coronavirus pandemic, due to a decrease in business activity, it has decreased again
to the level of 1213 billion UAH.

Looking ahead, it is important to analyse the change in the structure of the main
revenue items of local budgets in the North-Western region (Figure 2.22).

As can be seen, there is a gradual positive increase in the share of own revenues
from 21.1% in 2015 to 46.7% in 2021, while the share of official transfers decreased
from 73.3% to 48.9%, indicating an increase in the independence of local budgets in
the region. The share of non-tax revenues remains insignificant (3-5%), and capital
gains are minimal (0.3—0.5%).The next step is to study the dynamics of consolidated
budget expenditures separately in Volyn (Annex B.2) and Rivne (Annex B.4)
oblasts, as well as in the North-Western region as a whole, by item of expenditure
for 2015-2021 (Table 2.4).

If we look at the Volyn region separately, the total expenditure of the region
increased by 1.7 times in 2015-2021, but the situation differed significantly in
some general items. After all, there was a significant increase in spending on public
administration (4.5 times), education (3 times), physical culture and sport (3 times),
and among the most significant positive changes was an increase in spending
on economic activity (4.3 times), especially on transport, road infrastructure,
communications, telecommunications and informatics (7.6 times). Other positive
aspects include an increase in expenditures for the protection of the population and
territories from man-made and natural emergencies (4.7 times).
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Figure 2.22. Changes in the share of revenue items
in consolidated local budgets of the North-Western region in 2015-2021

Source: based on data from [71]

Considering Rivne Oblast, we can note an analytical increase in total expenditures
by 1.7 times. Also noteworthy is the significant increase in expenditures on public
administration (4.4 times), physical culture and sports (4.5 times), education
(3.1 times), and housing and communal services (3.2 times). A significant increase
in spending on economic activities (5 times), in particular on transport, road
infrastructure, communications, telecommunications and informatics (7.5 times),
should also be considered a significant positive development.

Similar trends were typical for the budget of the North-Western region as a whole,
as total expenditures increased by 1.7 times. While the largest increases in funding
were provided by the following categories: public administration (4.5 times),
physical culture and sports (3.8 times), education (3.1 times), housing and communal
services (3.1 times), and mainly for economic activities (4.6 times).

As for the financing of other activities, a positive development was a significant
increase in funding for the prevention and elimination of emergencies and the
consequences of natural disasters (by 6.3 times). At the same time, due to the reforms
in the financing of healthcare and social benefits, the financing of healthcare through
local budgets significantly decreased during the analysed period (by 2.6 times),
as well as social protection and social security (by 5.2 times). Expenditures on
agriculture, forestry, fisheries, and hunting also declined steadily (by 4.3 times).
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These changes are also confirmed by an analysis of changes in the structure
of expenditure in the consolidated local budgets of the North-Western region
(Figure 2.23).
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Figure 2.23. Changes in the share of expenditure items
in the consolidated local budgets of the North-Western region in 2015-2021

Source: based on data from [16; 17; 71])

As can be seen, the share of education in total expenditure increased from
32.8 per cent to 58.4 per cent, and the second largest expenditure was on economic
activity (from 5.1 per cent to 13.6 per cent). At the same time, the share of
expenditure on social protection and social security (from 31.7% to 3.5%) and health
(from 18.3% to 4.0%) decreased significantly.

Thus, in general, it can be noted that the consolidated local budgets were focused
on addressing educational, physical culture, housing and communal, transport, road
and security issues in the region. Certain negatives include a significant increase in
expenditures on the maintenance of the state administration apparatus, as well as a
decrease in expenditures on social protection.

A more detailed analysis of the financial sustainability indicators of the
consolidated local budgets of the Northwest region was conducted (Figure 2.24).
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Figure 2.24. Dynamics of financial sustainability indicators
of consolidated local budgets of the North-Western region in 2015-2021

Source: built by the authors according to [16, 17; 71]

Positive developments include an increase in the share of own revenues in total
revenues (from 26.7% to 51.1%), as well as a certain increase in the share of tax
revenues in own revenues (from 78.8% to 91.3%) and a decrease in the share of
expenditures covered by intergovernmental transfers (from 75.4% to 50.5%).
The stimulation of economic activity has also increased — the share of relevant
expenditures has grown from 5.1% to 13.6%. Thus, during periods of economic
instability and changes in inter-budgetary relations with the state budget, local
budgets in this region have been forced to reorient themselves towards financing
the most important expenditure items for maintaining stable development of the
territory.

It is also important to study in more detail the financial self-sufficiency in the
context of the budgets of territorial communities in the Volyn Oblast (Figure 2.25).

As we can see, in terms of the amount of own revenues per 1 km? of territory,
a high level of self-sufficiency was demonstrated mainly by urban and adjacent
territorial communities. In particular, this applies to the Lutsk community and the
adjacent Boratyn, Pidhaitsi, Horodyshche and Kivertsi communities. This is also
typical for the Volodymyr-Volyn, Poromiv, Ustyluzka, Ovadnia communities, as
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well as the Kovel, Dubove and Lukivka communities. In addition, the Luboml,
Rivne, Shatsk, and Vyshneve communities bordering Poland were characterised by
a high level of self-sufficiency. The high level of self-sufficiency of the Manevytska
community is mainly due to the high level of forest availability and the presence
of several powerful forestry branches of the State Enterprise “Forests of Ukraine”,
which are essentially budget-forming enterprises for this community. Also
noteworthy is the low level of financial security of communities in the Northern and
Eastern parts of the Volyn Oblast. This is largely due to the low economic activity
of businesses and the insignificant tax base for local budgets. The implementation
of all the UN Sustainable Development Goals defined at the national and regional
level during the war in Ukraine is significantly complicated by the fact that defence
and security remain priority tasks, as well as the timely resolution of a number of
social problems of the community. This is generally related to the implementation of
the socially oriented UN Sustainable Development Goals (Goals 1, 2, 3, 4, 5, 8) and
Goal 16 “Peace, Justice and Strong Institutions”.

The analysis showed that during the war, urban territorial communities (Lutsk,
Volodymyr-Volyn, Kovel) and their neighbouring communities, as well as
communities located in the border area with Poland and the Manevychi community,
whose self-sufficiency is mainly due to the presence of powerful budget-forming
forestry enterprises, were the most self-sufficient. The low level of financial self-
sufficiency is particularly marked in the communities of the Northern and Eastern
parts of the Volyn Oblast, due to the low level of economic activity of business
entities and the low population density in these areas. Therefore, it is important to
further explore the possibilities of attracting additional sources of funding in order
to increase the amount of own revenues of these communities.

An important source of financial support for the implementation of the Sustainable
Development Goals in the North-West region can be the own funds of enterprises.
In this context, it is advisable to use the indicator of own working capital, defined
as the difference between the amount of equity and the amount of fixed assets of
enterprises, which is used in the process of analysing the financial situation of
enterprises. It is also possible to estimate the amount of own working capital of
enterprises by correlating this indicator with the total value of assets.

Based on the data of Appendix C, the dynamics of the amount of own working
capital and its share in the total assets of enterprises in the North-Western region in
2012-2021 is studied (Figure 2.26).

As can be seen, throughout the entire period, enterprises in the region experienced
a shortage of their own working capital, which increased sharply in 2014-2017 as
a result of the economic crisis following the annexation of part of the territory of
our country by Russia. Subsequently, the level of equity deficit of enterprises in
this region gradually decreased to 14.2% in 2021. At the same time, it was only
6.4% in the Volyn Oblast, while in the Rivne Oblast it was much higher — 28.1%.
In other words, it can be stated that enterprises in the region are experiencing a
significant shortage of their own funds to finance their current business activities,
so this source cannot be considered a priority for financing the implementation of
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Figure 2.25. Financial self-sufficiency of the budgets of territorial communities
in the Volyn Oblast per 1 km? of territory

Source: built by the authors according to the data ([16; 17; 71])

the Sustainable Development Goals in the coming years, given the consequences
of a full-scale war for the Ukrainian economy, as only enterprises with a stable
financial position will be able to afford additional expenditures. Therefore, an
important source of funding may be the use of funds from financial institutions.
Accordingly, the dynamics of deposit taking and lending by depository corporations
(banks) in the North-Western region during the period 2011-2021 is studied below
(Figure 2.27).

As we can see, the total amount of deposits attracted by deposit-taking companies
(banks) since 2013 has exceeded the amount of loans granted in the region, which
indicates that the attracted funds are not fully used for lending to various groups of
economic entities in the region. At the same time, Volyn Oblast has outperformed
Rivne Oblast in terms of lending activity and deposit attraction almost throughout
the entire period of analysis.
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Source: built by the authors according to [16; 17])
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Source: compiled by the authors based on data from [58]
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The following is a more detailed study of the change in the structure of sources
of deposits and areas of lending by item for 2011-2021 (Table 2.5).

Table 2.5
Changes in the Structure of Sources of Deposits and Lending by Depository
Corporations (Banks) by Item in the North-Western Region in 2011-2021, %

Change
Indicators 2011)2012|2013|2014|2015{2016|2017{2018|2019 (2020|2021 | 2021 to
2011
Loans from
depository 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 0,0
corporations
other financial 2700800 [00[00]01]00/00]00/00/01| -26
corporations

fggtf)rral government| o 1 0| 0.0 | 0,0 | 0.0 |00 |00]00]00]00]00]| 00

non-financial 50,9 (54,2553 (50,1 51,9|54,0(52,8]52,3(53,0/51,8/59,0| 8,1
corporations
houscholds 46,4 (45,0 44,7 149,9[48.045,8[46,947,3(46,5([47.4[40,1| -63
Non-profit
organisations 001000000001 6011]02]03]|05]|0,981]0,8 0,8

serving households
Deposits attracted

by depository 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 0,0
corporations
other financial 0.7]05]04]04]04]04]05]06|04a]03]03]| -05
corporations

fggf)rral government| 1 1 g6 [ 010203050406 04]07|04]| 02

non-financial 22,8192 (158 (17,1 [21,3|24,5/22,9(20,5|22,5(28,4(29,2| 6,4
corporations

households 76,079,2183,2181,6[77,0(73,675,0]77,0[75,5]69,3]68,7] -7.3
non-profit

organisations 0410506080910 1,2 1,3|1,2]13]1,5 1,1

serving households
Note. Built by the authors based on data from [58].

During the analysed period, the region's banking sector shifted from providing
loans mainly to households to mainly non-financial corporations (59.0% of the total
in 2021). On the other hand, households remained the main source of deposits,
but their share decreased (from 76.0% to 68.7%), while the share of non-financial
corporations increased (from 22.8% to 29.2%). Obviously, in the wartime and post-
war periods, the ability of depository corporations (banks) to attract deposit funds
and redistribute them for additional lending will be limited, so additional incentives
will be important.

Therefore, for the macro regions of Ukraine, which include the North-Western
region, which includes Volyn and Rivne Oblasts, it is important to form an effective
system of financial support for achieving the Sustainable Development Goals by 2030.

Therefore, in the coming periods, it is of particular importance for the North-
Western region to create favourable conditions for increasing capital investments in
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both tangible and intangible assets, as they will ensure the renewal of fixed assets
on an innovative basis, which will increase the production of products competitive
in domestic and foreign markets by tapping into the powerful natural resource
potential of this region, which will ultimately contribute to the improvement of its
socio-economic development.

2.3. Methodology for assessing financial support
for achieving sustainable development goals at the regional level

The object of the study is the process of multi-criteria assessment of the level
of financial support for the implementation of the SDGs in the border regions of
Poland (Lubelskie Voivodeship and Podkarpackie Voivodeship) and Ukraine (Volyn
Oblast and Lviv Oblast). The Transcarpathian region of Ukraine is not taken into
account due to its short border with Poland and its predominant focus on international
cooperation with Hungary.

It is known that 17 SDGs have been identified at the global level, so it is not
possible to select one or more generalised indicators to assess the financial support
for their implementation. After all, each of the SDGs has its own focus on solving a
separate important global problem. In addition, each country, in accordance with the
current system of statistics, can identify many indicators that will characterise the
attraction and use of funds to finance the achievement of each of the SDGs. However,
if interregional comparisons are made, additional problems of comparability,
relevance, comparability, and temporal consistency of statistical data are added.

The issue of making inter-regional comparisons on the implementation of the
SDGs has been widely covered in many scientific studies.

As a rule, each country develops its own system of indicators to assess the
achievement of the SDGs. Such indicators are also defined in Poland [137] and
Ukraine [51; 56].

The central statistical offices of Poland [137] and Ukraine [138] have also
created official online platforms for reporting on the achievement of national SDGs.
However, the common problem is that these data are presented for the whole country
without disaggregation by individual regions, which does not allow for interregional
comparisons of the same indicator indicators defined by Polish and Ukrainian
statistics in this area.

Eurostat has also introduced the practice of preparing annual analytical reviews
[150] on the achievement of the SDGs in the EU.

However, the presented statistical studies are based on the study of SDG
indicators, which mostly do not contain financial indicators that characterise the use
of various financing instruments, as well as the scale of mobilisation and efficiency
of using funds from various sources.

Of course, to some extent, positive or negative results of the assessment of the
degree of achievement of the SDGs can be linked to the corresponding sufficient
or insufficient level of financing for their implementation. However, this would
be an overly simplistic statement that is not supported by any specific financial
methodology. After all, the implementation of the SDGs is influenced by many
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other factors besides financial ones: political, natural, legal, institutional, market,
demographic, information technology, sanitary and hygienic, etc.

Therefore, in order to assess financial support for the implementation of the
SDGs, it is necessary to formulate a specific system of indicators that can assess
the scale and effectiveness of financing from different sources using a wide range of
financial instruments.

The main problem of the study is that there is currently no single internationally
recognised method for assessing the level of financial support for the implementation
of the SDGs, nor a single system of indicator indicators that would be determined
by a single methodology at the level of countries and their regions and would be
comparable, i.e. acceptable for interregional comparisons.

Based on the understanding of sustainable development as a complex, multi-
faceted, integrated and multi-dimensional global process, we note that it is
impossible to take into account only one or a few indicators to assess the level of its
financial support, even at the level of subnational regions. Each of the components
of sustainable development covers its own area of activity, which in turn involves the
study of many indicators that allow us to examine the specifics of financial support
for sustainable development from different angles.

Therefore, in order to assess the financial support for the implementation of the
SDGs, it is advisable to use a system of indicators, which also involves the use of
statistical methods of multivariate data analysis to generate generalised estimates.

It is advisable to identify a set of key indicators for each of the 17 SDGs, which
will characterise the level of financial support for their achievement. It is also
important to develop summary indicators to assess the level of financing for each
SDG. Many studies suggest that the SDGs can be grouped into three key areas,
which are traditionally covered by the understanding of sustainable development
as a harmonious combination of environmental, social and economic components.

In particular, researchers [167] found a strong link between the sustainable
finance model and social sustainability (SDGs 1, 3, 4, 5, 10, 16), environmental
sustainability (SDGs 11, 12, 13, 15) and economic sustainability (SDGs 8, 9, 17).
The approach of dividing the SDGs into groups was applied by the Ministry of
Economy of Ukraine in the process of formulating the Sustainable Development
Goals of Ukraine 2030 [51]. Thematic working (expert) groups have been created
in four main areas: economic (SDGs 2, 8, 9 and 12), environmental (SDGs 6, 7,
13, 14 and 15), social (SDGs 1, 3, 4 and 10) and institutional (SDGs 5, 11, 16 and
17), which can also be seen as an approach to grouping the 2030 Sustainable
Development Goals.

We believe that at the initial stage of the study, it is advisable to group the
17 Sustainable Development Goals 2030 by components as follows: social
component (SDGs 1, 3, 4, 5, 10, 16), economic component (SDGs 2, 8, 9, 11, 17),
environmental component (SDGs 6, 7, 12, 13, 14, 15).

In particular, the inclusion of Goal 5: Gender equality in the social component
is explained by its focus on ensuring equal rights and freedoms for different social
groups, including men and women.
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The inclusion of Goal 2 “End hunger” in the economic component is explained
by the fact that this goal, although aimed at achieving the primary needs of people,
requires economic development to produce the necessary amount of food to prevent
hunger. Also, the inclusion of Goal 11 “Sustainable Development of Cities and
Communitie” in the economic component is explained by the need to form, first of
all, an effective system of economic relations in cities and communities that will
ensure compliance with the principles of sustainable development.

The inclusion of Goal 6 “Clean water and adequate sanitation” and
Goal 7 “Affordable and clean energy” in the environment component is explained
by the fact that they aim to ensure the sustainable use of water and the transition
to non-traditional (renewable) energy sources, which are natural environmental
resources. The inclusion of Goal 12 “Responsible consumption and production” in
this component is explained by its priority focus on reducing waste and ensuring its
recycling to reduce negative impacts on the environment.

Given that the SDGs can be grouped into components of sustainable development
(social, economic, environmental), it is also advisable to define a system of relevant
generalised indicators for each component. The next step is to develop an aggregate
indicator that will characterise the effectiveness of financial support for sustainable
development in a particular region, group of regions, or country. This will allow
for their grouping and for each group to develop strategies to improve the level of
financial support for the implementation of the SDGs.

The identified components will serve as the evaluation criteria, and the SDGs
attributed to each component as sub-criteria (Figure 2.28).

In order to assess the level of financial support for sustainable development for
each SDG, it is necessary to identify the main indicators. For each indicator, it is
necessary to determine its direction. That is, whether it is a stimulator (its growth
is considered positive) or a discourager (its decline is considered positive). Taking
into account that these indicators have different units of measurement and levels of
focus, it is advisable to transform them into dimensionless values — indices — for the
purposes of a comprehensive assessment. This makes it possible to summarise the
level of efficiency of financial support for the sustainable development of the region,
both for a specific component and for all components in general, for individual years
of the period analysed.

At present, approaches to conducting a comprehensive assessment based on a
comparative analysis of indicator indicators in the regional context have been widely
developed. However, the specifics of this assessment involve comparing indicators
across border regions. Therefore, among the approaches, it is advisable to choose the
one that involves comparing the values of indicators with their maximum, minimum
or average level over the entire period under review.

The directions and sources of financial support for the implementation of the SDGs
may vary: budget revenues and expenditures, bank loans, investment expenditures,
current expenditures of business entities, foreign direct investment, equity,
international and European Union funds, household income and expenditures, etc.
It is important that the available statistics cover all possible sources and directions
of financing.
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Goal 1: Eradicate
poverty

Goal 3: Good health
and well-being

Goal 4: Quality
education

Goal 5: Gender
equality

Goal 10: Reduce
inequality

| Goal 16: Peace, justice
and strong institutions

Figure 2.28. Grouping of criteria and sub-criteria
for assessing the level of financial support for sustainable development
of regions based on the SDGs

Source: based on the generalisation of works [51;136, 151, 167]
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Given that scientific research is based on a dialectical approach involving the study
of phenomena and processes in their development and dynamics, it is important that
the assessment of the level of financial support for the implementation of the SDGs
is based on data for a longer period of time than one year. At the same time, the basic
conditions for the functioning of socio-ecological and economic systems can change
significantly under the influence of external factors over periods of more than three
years. It 1s therefore most appropriate to assess and compare the level of financial
security over the last three years for which consolidated statistical data are available.

A study of the existing information base presented by the State Statistics Service
of Ukraine [31], the Ministry of Finance of Ukraine [71], the National Bank of
Ukraine [58] and Eurostat [150] that can be used to study the processes related to the
financing of measures to achieve the Sustainable Development Goals by 2030 has
shown that Ukraine has a number of limitations in obtaining data for a full analysis
and assessment of the financial support for sustainable development at the national,
regional and local levels:

— due to the administrative reform, there are no detailed statistics on revenues and
expenditures of lower-level budgets (by rayons and territorial communities);

— there is also no single comprehensive source of information, such as the “Bank
of Data Local (BDL)” in Poland, where you can select the data you need according
to various criteria;

—there are no official statistics on the development and financing of renewable
energy by region;

— some indicators of household statistics are not comparable with Eurostat data;

— environmental statistics do not fully cover the issue of financial support for the
implementation of the 2030 Sustainable Development Goals, etc.

Due to these and other problems, the developed indicator system may not cover all
possible areas and sources of funding for the implementation of the 2030 Sustainable
Development Goals in accordance with national priorities.

In the future, the task is to select the most appropriate indicators based on the
available statistical data that will meet the defined criteria and sub-criteria for
evaluation.

Some authors [166] used the method of the inverse correlation coefficient
matrix to select indicators for monitoring changes in sustainable development by
environmental, social and economic components. Other researchers [102] proposed
a common set of indicators for assessing Poland's sustainable development without
dividing them into relevant components. Another study [123] pays more attention to
identifying the main models of implementation of revolving financial instruments in
the European Union, analyses the effectiveness of their use and identifies barriers to
their implementation.

It is also interesting to note [114] that without a clear selection method, indicators
can be distorted and not fully take into account the key principles of sustainable
development, and therefore may be ineffective for evaluation.

M. Ziolo has identified a system of indicators that can be used to assess sustainable
financing in Poland at the national level and at the voivodeship level according to
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the available information base [167]. However, most of the indicators cannot be
defined in accordance with the specifics of the presentation of Ukrainian statistics.
Some researchers [164] believe that financial and legal instruments to promote the
implementation of sustainable development policy direct financial resources to the
implementation of certain goals, thereby creating a gap in the implementation of
other Global Sustainable Development Goals by 2030.

When selecting indicators, it is also important to take into account the view
[42] that the main forms of financial support for sustainable development include
financing, lending and investment, which, depending on the source of funding,
are classified as public and private, national, international and global. At the same
time, specific financial instruments can be used for each form of financial support
for sustainable development. It should also be noted that the selected indicators
should take into account the current problems of the development of the Polish-
Ukrainian border area [136]. In order to assess the level of financial support for the
implementation of each SDG, we believe it is advisable to select relative indicators
that reflect the results of attracting and using financial resources from different
sources.

Based on a comparative analysis of the data from these official statistical sources
from Poland and Ukraine, the main indicators that can be used to assess the level of
financial support for the achievement of the SDGs were selected.

A system of indicators grouped by each criterion and sub-criterion for assessing
the level of financial support for the achievement of the SDGs, adapted to the
possibility of obtaining comparable statistical data for the administrative regions of
Ukraine, in particular for Volyn and Rivne Oblasts, is presented in Tables 2.6-2.8.

As the regions of North-Western Ukraine are landlocked, there is no data to iden-
tify a separate sub-criterion for Goal 14 related to the environmental component.
Therefore, this sub-criterion for these regions cannot be included in the overall
assessment. In total, the developed system of indicators for a multi-criteria assess-
ment of the level of financial support for the implementation of the 2030 Sustain-
able Development Goals consists of 70 indicator indicators that comprehensively
characterise various sources of funds and areas of financing. It should again be
emphasised that the system of indicators is based on the statistical database avail-
able at the time of the study, which is comparable across the regions of Ukraine.
The introduction of additional indicators or replacement of the indicators high-
lighted in Tables 1.1-1.3 requires additional statistical observations to collect and
summarise the necessary statistical data. This requires appropriate decisions by the
statistical institutions of the regions and the State Statistics Service of Ukraine as a
whole. It is also possible that Eurostat will develop such a broad system of indica-
tors for the European Union, and Ukraine, as a country seeking membership, will
join this initiative on a voluntary basis.
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Table 2.6

Sub-criteria and indicators for assessing the level of financial support
for the implementation of the 2030 Sustainable Development Goals

by the Social Component criterion

Sustainable Orientation:
Component | Development . . . . . )
(criterion) | Goals 2030 Indicators for assessing the level of financial security stimulant (+)

(sub-criteria) destimulant (-)
1. Consolidated local government expenditure on social
protection and social security as a proportion of total +
expenditure, %
Goal 1: 2. Ratio of average monthly wage to subsistence level +
Era dic2.1te 3. Percentage of households whose average total income )
overt per capita is below the median level of cash income, %
p y 4. Percentage of low-income families receiving financial n
assistance out of total needy families, %
5. Loans granted by deposit-taking institutions to households n
as a proportion of total loans, %
6. Investment in health and social care as a percentage of total n
investment, %
7. Capital investments in Arts, sports, entertainment n
Goal 3: Good and recreation in total capital investments, %

) 8. Consolidated local budget expenditures on healthcare in total
A expenditures, % i
well-being D o 2 - -

9. Consolidated local budget expenditures on physical culture n
and sports in total expenditures, %
10. Total household expenditure on health as a percentage )
of total expenditure, %
11. Capital investments in education as a percentage of total n
capital investments, %
Goal 4: 12. Consolidated local budget expenditures on education in total n
. 0al - expenditures, %
Social Quality 2 - -
g 13. Average salary of education workers compared to regional
component |education average. Y% +
g€, /o
14. Share of household cash expenditure on education )
in total cash expenditure, %
Goal 5: 15. Index comparing women's salaries to the regional average +
Gen der. 16. Gender pay gap index +
equalit 17. The index comparing women's salaries in the region n
quatity with data for Ukraine
18. Concentration ratio (Gini index) -
Goal 10: 19. Decile coefficient of total income differentiation (ratio of i
Reduce income of the richest to the poorest 10% of the population), times
inequality 20. Ratio of average monthly salary in the region and in Ukraine, % +
21. Per capita disposable income compared to national average, % +
22. Investment in public administration and defence; compulsory n
social security as a percentage of total investment, %
23. Expenditure from the consolidated local budget on the
prevention and alleviation of emergencies and the consequences +
Goal 16: of natural disasters as a proportion of total expenditure, %
Peace, justice |24. Consolidated local budget expenditures on law enforcement

J g p +
and strong and state security in total expenditures, %
institutions  |25. Consolidated local budget expenditures on public n

administration in total expenditures, %
26. Average monthly salary of employees in public
administration and defence; compulsory social insurance up to +

the regional average, %

Source: author's development
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Sub-criteria and indicator indicators for assessing

Table 2.7

the level of financial support for the implementation of the 2030
Sustainable Development Goals by the Economic Component criterion

Component
(criterion)

Economic
component

Sustainable . .
Orientation:
Development Indicators f ino the level of fi ial . timulant (+)
Goals 2030 ndicators for assessing the level of financial security | s mulan
- destimulant (-)
sub-criteria
27. Capital investment in agriculture, forestry and fisheries .
in total capital investment, %
28. Share of investment in agriculture, forestry and fisheries .
in total foreign direct investment (equity instruments), %
29. Consolidated local budget expenditures on agriculture, .
forestry, fisheries and hunting in total expenditures, %
30. Share of expenditure on food and non-alcoholic
beverages in total household expenditure, % )
31. Real wage index in the region, % +
32. GRP physical volume index in previous year's prices, % +
33. Personal income tax receipts to the consolidated local .
budget as own resources, %
34. Share of wages in total household resources, % +
35. Share of investments in the manufacturing industry
in the total balance of foreign direct investment (equity +
instruments), %
36Capital investments in Transport, warehousing, postal .
and courier activities in total capital investments, %
37. Capital investments in Professional, scientific .
and technical activities in total capital investments, %
37. Consolidated local government expenditure
on transport, roads, communications, telecommunications +
and informatics as a proportion of total expenditure, %
39. Capital investments in the Industrial sector .
in total capital investments, %
40. Capital investments in administrative and support .
services as a percentage of total capital investments, %
41. Consolidated local budget expenditures on housing .
and communal services in total expenditures, %
42. Consolidated local budget expenditures on construction i
in total expenditures, %
43. Capital investments in the Construction sector .
in total capital investments, %
44. Share of own revenues in total revenues .
of the consolidated local budget, %
45. Direct investments of non-residents in the region (equity .
and debt instruments) at the end of the year, mln USD USD
46. Share of financing of capital investments of enterprises 4
at the expense of foreign investors, %
47. Exports of goods and services in total exports
in the country, %
48. Ratio of imports to exports of goods in the region +
49. Ratio of services imports to exports in the region +

Source: author's development
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Sub-criteria and indicator indicators for assessing

Table 2.8

the level of financial support for the implementation of the 2030
Sustainable Development Goals by the Environmental Component criterion

Sustainable

revenues to the local budget, %

Orientation:

C°‘¥‘P°.“ ent | Development Indicators for assessing the level of financial security stimulant (+)

(criterion) Goals 2030 destimulant ()
sub-criteria

50. Capital investment in wastewater treatment

as a proportion of total capital investment in environmental +

protection measures, %

51. Current expenditures on wastewater treatment in total i

current expenditures on environmental measures, %

52. Rent for special water use in the total rent for the use "

of natural resources in local budget revenues, %

53. Capital investments in the supply of electricity, gas, steam "

and air conditioning in total capital investments, %

54. Share of household expenditures on housing, water,

electricity, gas and other fuels in total expenditures, % }

55. Installed capacity of renewable energy sources, MW +

56. Share of the total capacity of alternative fuel boilers in the i

total capacity of boiler houses in the region, %

57. Share of disbursed funds for “Construction, modernisation

and reconstruction of power grids and equipment” +

in the overall investment programme of Oblenergos, %

58. Current expenditures on waste management in total "

current expenditures on environmental measures, %

59. Capital investment in waste management as a proportion

of total capital investment in environmental protection +

measures, %

60. Share of current expenditures on environmental protection

measures in the processing industry in total expenditures +

on these measures, %

61. Share of capital investments in environmental protection
Environmental measures in the processing industry in total expenditures +
component on these measures, %

62. Capital investments in air protection and climate change

issues in total capital investments in environmental protection +

measures, %

63. Current expenditures on air protection and climate

change issues in total current expenditures on environmental +

protection measures, %

64. Environmental tax in total tax revenues to the local budget, % +

65. Local budget expenditures on environmental protection in +

total expenditures, %

66. Capital investments in protection and rehabilitation

of soil, groundwater and surface water in total capital +

investments in environmental protection measures, %

67. Capital investment in biodiversity and habitat

conservation as a proportion of total capital investment +

in environmental protection measures, %

68. Current expenditures on biodiversity and habitat

conservation in total current expenditures on environmental +

protection measures, %

69. Current expenditures on protection and rehabilitation

of soil, groundwater and surface water in total current +

expenditures on environmental protection measures, %

70. Rent for special use of forest resources in total tax i

not applicable

not applicable
for the selected
research object

Source: author's development
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In general, we believe that it is not possible to select a single indicator that
would allow a comprehensive assessment of the level of financial support for the
implementation of all and individual SDGs. Therefore, it is advisable to determine
this level gradually, for each of the 17 SDGs separately. Then, the assessment should
be generalised by individual components or areas of sustainable development (social,
economic, environmental). Finally, this will allow for an integrated assessment
of the level of financial support for the implementation of the SDGs. For the
successful implementation of all identified stages of the assessment, it is advisable
to standardise the indicators that characterise the level of financial support and move
to dimensionless values — indices. The values of the indices can be summarised by
individual indicators, sub-criteria and criteria for assessing the level of financial
support for the implementation of the SDGs, and in the final stage a general
assessment based on an integrated index can be carried out. As the assessment will
be carried out for the Polish and Ukrainian border regions, it will be possible to
identify the advantages and disadvantages of each region and to develop a regional
strategy for improving the level of financial support for the implementation of the
SDGs in the North-Western region. The stages of applying the multi-criteria index
assessment methodology to compare the levels of financial security of regions are
detailed in Figure 2.29.

The next step is to choose a method for determining the indices. This is important
because often the indices obtained as a result of an integrated assessment, as well as
the results of their grouping, can differ depending on the method chosen. The key
issue is the choice of an approach to converting the values of the indicators into their
individual indices.

The study by D. Perlo [141] presents a detailed analysis of methods for
modelling sustainable development of regions, in particular economic and statistical
interregional comparisons based on statistical indices. The study by J. Poburko [142]
and O. Raevneva [72] contains an analysis of the advantages and disadvantages of
various methods of interregional comparisons, as well as approaches to building a
system of criteria and sub-criteria for multi-criteria assessment.

Eurostat, in preparing its monitoring report on the progress towards achieving the
SDGs in the EU [150], used different methods to assess trends in indicator changes,
depending on whether the primary indicators have or do not have quantitative targets,
but generally did not conduct an integrated assessment across all SDGs.

Methodological approaches to the application of the index method for conducting a
multicriteria assessment of processes that to some extent relate to the implementation
of the SDGs or relevant components are reflected in [121] and [122].

In modern practice, the taxonomic method is mainly used to determine individual
indices based on primary indicators. This is reflected, in particular, in the official
methodological approaches to interregional comparisons at the level of our country:
Methods for calculating integrated regional indices of economic development [64],
and Methods for monitoring and evaluating the effectiveness of the implementation
of the state regional policy [65]. Since the level of financial support for sustainable
development is a variable, but it is important to maximise it, it is advisable to use the
approach set out in these methodologies for the purpose of standardisation to bring the
indicator indicators to a comparable form by converting them into individual indices.
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Formation of a system of financial support indicators for each Sustainable
Development Goal 2030 (sub-criterion) and their grouping by criteria (social,
economic, environmental components)

U

U

Sustainable Development
Goals financial performance
indicators that meet the
Social Component criterion
by region

Indicators of financial
support for the Sustainable
Development Goals that meet
the Economic Component
criterion by region

il

!

Indexes of financial
sustainability indicators
grouped by the Sustainable
Development Goals that meet
the Social Component
criterion by region and group
of regions

Indices of financial
sustainability indicators
grouped by the Sustainable
Development Goals that meet
the Economic Pillar criterion
by region and group of regions

i

U

Group financial sustainability
indixes for each Sustainable
Development Goal that meet

the Social Component
criterion by region and group
of regions

Group financial sustainability
indixes for each Sustainable
Development Goal that meet
the Economic Component
criterion by region and group

of regions

!

U

Intergroup financial security
indices by the Social
Component criterion by
regions and groups of regions

Intergroup indices of
financial support by the
Economic Component
criterion by regions and

groups of regions

Y

Figure 2.29. Stages of Application of the Methodology

of Multicriteria Index Assessment for Comparison of Levels
of Financial Support for Sustainable Development of Regions

Source: summarised by the authors on the basis of [56; 151]

The advantage of this method is that the values of the indices will be ranked in
ascending order from 0 to 1, which will facilitate further comparative analysis and
evaluation. At the same time, in accordance with the defined research object, the
integral assessment will be carried out both for individual regions (Volyn and Rivne)
and for the North-Western Region as a whole.
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Primary indices of indicators of financial support for sustainable development

1 l.f” (t) by region, sustainable development goals, and depending on the focus of the

indicator (simulator or disincentive) will be determined by the following formulas:
Y (1) = Ymin®* ()
=7 - L e (1.1)
Ymax; (t)— Ymin; (t)
__Ymax? (1) - Y/ (1)
N Ymaxfk (t) —Yminfk (t) ’

Y;j”k (t) — 1s the value of the j-th assessment indicator from the p-th sub-criterion
and the k-th criterion for the i-¢h region in period ¢

Ymaxfk (t) — is the maximum value of the j-th assessment indicator among the
p-th sub-criterion included in the k-th criterion in period ¢ among all regions;

Yminj’k () — is the minimum value of the j-th assessment indicator among the
p-th sub-criterion included in the k-t4 criterion in period ¢ among all regions;

k— is the number of the criterion (1 —social component; 2 — economic component,
3 — environmental component) for assessing the financial security of the i-th region
in period t;

p — 1s the number of the sub-criterion (corresponds to the number of the
Sustainable Development Goal 2030) for assessing the financial provision included
in the criterion (component) p for the i-th region in period ¢ (p = 1 ... 17, and for
landlocked regions —p = 1 ... 16);

j —number of the individual indicator in the group of sub-criteria (for example,
for sub-criteria 1: j = [ ... 5; for sub-criteria 4: j = 11 ... 14);

i — number of the region under study (i = / ... [, I — Volyn Oblast, 2 — Rivne
Oblast, 3 — North-Western Region);;

t — the number of the period (year) of the indicator assessment (consecutively:
2017, 2018, 2019, 2020, 2021).

The primary (individual) indicator indices obtained in the first stage will
become the basis for determining group (or sub-criterion) indices corresponding
to individual SDGs, and will be determined as the arithmetic mean of the values
of the respective individual indices. In the future, group (criterion) indices will be
determined separately for the three components of sustainable development — social,
economic and environmental — as the arithmetic mean of the values of the group
indices corresponding to the respective component.

The integral index for assessing the level of financial support for sustainable
development is calculated as the arithmetic mean of the inter-group indices
(by economic, social and environmental components).

According to the above, the group index for assessing the level of financial
security of the i-th region according to the p-th sub-criterion, which is attributed
to the k-th criterion in the period ¢ — 1/*(¢) is defined as the arithmetic mean of
individual indices of indicators related to the relevant Sustainable Development
Goal:

— for stimulant indicators: 1 f k (t)

— for destimulator indicators: / ; k (t)

(1.2)
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J
2,45 (1)

m,

where m,— is the number of individual indices, on the basis of which the group
index is determined by sub-criterion p.
Intergroup index for assessing the level of financial security of the i-#4 region

according to the k-th criterion in the period ¢— I (¢) is defined as the arithmetic
mean of group indices:
G ok
ZgZIIi (t)

If (t) = k

where G, — the number of group indices on the basis of which the intergroup
index is determined by the criterion «.
Integral index for assessing the level of financial security of the i-t4 region in the

period ¢ — 1, (t) is defined as the arithmetic mean of intergroup indices:

I (t):w

i

17 (1) = (1.3)

(1.4)

(1.5)

where K — the number of intergroup indices (criteria) on the basis of which the
integral index is determined (K =3, k=1 ... 3).

The value of all the above indices on average for the period (2017-2021) is
determined as the arithmetic mean of the values of these indices for individual years.

To visually present the results of a multicriteria assessment, it is advisable
to create tables, figures and diagrams: with data and calculation results of:
individual and group indices; group and intergroup indices; intergroup and integral
indices.

In addition, in order to classify the regions according to certain levels of financial
support for sustainable development, depending on the values of the individual,
group, intergroup and integral indices obtained, it is proposed to group them by
allocating them to three groups at equal intervals:

—0,000 — 0,333 — low level of financial support;

—0,334 — 0,666 — average level of financial support;

— 0,667 — 1,000 — high level of financial support.

In order to visualise the results of the grouping by level of financial security, it
is advisable to highlight the results of the calculation of the indices in the relevant
tables in different colours in order to emphasise that they belong to a specific group
on the basis of their numerical value.

It should be noted that in a full-scale war, official statistics on most of the indicators
selected for the multicriteria assessment may be provided with a certain time lag,
which objectively may be more than 1-2 years from the regulatory deadlines for
publication. Therefore, for a quick assessment of the level of financial security,
based on the availability of this information, it is possible to use an express method
of adjusting the obtained indicators for the period (in our case, 2017-2021) by the
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percentage change in the country's real gross domestic product for the next year
(or years).

Therefore, it is advisable to take into account the adjusted indicators and the
results of their grouping when formulating policies and strategies to improve the
level of financial support for the implementation of the SDGs in the administrative
regions and oblasts.

At the next stage, based on the results of grouping the values of integral and group
indices, develop a Matrix for choosing a strategy for financial support of sustainable
development depending on the results of a multicriteria assessment (Table 2.9).

The main principle behind this table is the understanding that if the results of
the multi-criteria assessment show a low level of financial support for sustainable
development, the region should focus on addressing the most pressing issues. In
other words, in this case, it is proposed to implement the strategy “Focus on financing
priority measures and attract additional investment to implement the SDGs” under
the relevant social, economic or environmental component.

If the average level of financial support is achieved, it is proposed to continue to
look for new and promising instruments and areas of financing for the SDG re-launch,
i.e. the regions concerned are encouraged to implement strategies to diversify the
sources and areas of financing for the implementation of the SDGs.

In case of achieving a high level of financial support, it is proposed to further
develop the range of instruments and areas of financing for SDG relaunch, i.e. the
region concerned is encouraged to implement a strategy to expand sources and areas
of financing for SDG implementation.

In addition, based on the results of the multi-criteria assessment of the Group's
indicators for each of the SDGs, the following basic provisions of the Group's
strategy are proposed for each of these goals.

The proposed methodology of multi-criteria evaluation will thus make it possible
not only to examine the level but also to substantiate the main provisions of the
strategy of financial support for sustainable development for individual regions or
for the North-West Region as a whole.

On the basis of the analysis, it can be said that the confidence of foreign investors
in resuming investment in the economy of the Northwest region of Ukraine is
gradually increasing, especially in the Volyn region, which is close to the EU border.
At the same time, it should be noted that the main source of investment throughout
the period remains the use of equity instruments, i.e. the contribution of funds for the
purchase of shares or stakes in enterprises. Investment through debt instruments is
less common, reflecting to some extent the reluctance of foreign investors to provide
loans for business development in Ukraine.

The study of trends in a number of key indicators characterising financial support for
investment activity at the regional level over the long period 2010-2019 has revealed
a number of problematic issues: nominal amounts of investment are constantly
growing, but according to real estimates they decrease in periods of economic
instability; The Volyn Oblast surpasses the Rivne Oblast in terms of the volume
and positive dynamics of capital investments; according to nominal estimates,
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the volume of capital investments increased fivefold during the reporting period,
according to real estimates, excluding the effects of inflation, it increased less than
twofold and is expected to continue growing moderately; the majority of capital
investments are made in tangible assets, while investments in intangible assets are
unreasonably low; the predominant source of financing remains the enterprises’ own
funds; in terms of type of activity, the largest investments are made in industry and
construction; the level of investment in environmental protection is insufficient.

The generalised assessment has shown that local budgets have not become
an important source of funding for the implementation of the 2030 Sustainable
Development Goals in the Northwest region. In general, the inability of local
budgets in this region to generate sufficient revenues to finance areas related to
the implementation of the 2030 Sustainable Development Goals was identified.
After all, they remain 2/3 subsidised and are mainly aimed at addressing current
social issues, i.e. financing the social component of sustainable development.
At the same time, only about 10% of funds are spent on financing economic activities.
The main problem is the very low level of funding (up to 1%) from local budgets
for environmental protection activities, i.e. the environmental component of
sustainable development in the North-Western region.

Table 2.9

Matrix for selecting a strategy for financial support of sustainable
development based on the results of an integrated assessment

Components and Types of strategies depending on the level of financial support
SDGs for sustainable development of the region
by 2030 Low (0,000-0,333) Medium (0,334-0,666) | High (0,667-1,000)
1 2 3 4
Focusing on financing Diversification of
priority measures, sources of funds and | Expanding financing
Social attracting additional areas of investment instruments for the
component — investments for the to finance the implementation of
total implementation of the implementation of the SDGs by social
SDGs under the social the SDGs by social component
component component
Increase the level of Increase local budget | Increase the minimum
Goal 1: coverage of low-income expenditures on social |wage in Territorial
. families with financial pend . g .
Eradicate poverty . . protection and social | Agreements, increase
assistance from various : X
security lending to households
sources
Increased capital Increasing
Goal 3: investment in Healthcare | consolidated local Reducing the share of
Good health and social assistance budget expenditures household expenditures
and well-being and Arts, sports, on Healthcare and on healyhcare in total
entertainment Physical Culture expenditures
and recreation and Sports
Increase Decrease in the share of
Goal 4: Increase capital investments | in consolidated local | household expenditures
Quality education | in Education budget expenditures on education in total
on Education expenditures
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(End of Table 2.9)

2

3

4

Goal 5: Gender

Stimulating an accelerated
increase in women's wages

Increase in women's
salaries in the region

Ensuring
and maintaining parity

equality than men's alongside data for in remuneration
Ukraine for women and men
Active measures to Ensuring and
de-shadow the economy, Measures to increase | maintaining the
Goal 10: ensure transparency, the incomes of parity of wages and

Reduce inequality

and increase the income of
households from the poorest
10% of the population

lower-middle income
households

disposable income per
capita in the region
with the national level

Goal 16:
Peace, justice and
strong institutions

Increase capital investment
in public administration
and defence; compulsory
social insurance

Increase

in consolidated local
budget expenditures
for Prevention

and Elimination

of Emergencies

and Consequences

of Natural Disasters
and Law Enforcement

Increase in consolidated
local budget
expenditures on public
administration, as well
as average wages in
public administration
and defence;
compulsory social

and State Security fnsurance.

Focusing on financing Diversification of

priority measures, sources of funds and c
Economic attracting additional areas of investment g:zll)l?gi(lilmignigl?ments
component — investments for the to finance the b 81

. - : ; y economic
total implementation implementation component

of the SDGs under the of the SDGs by p

economic component economic component
Goal 2 Increase consolidated | Attracting additional

Overcome hunger
and develop
agriculture

Increase capital investment
in agriculture, forestry and
fisheries

local budget
expenditures on
agriculture, forestry,
fisheries and hunting

foreign direct
investment in
agriculture, forestry
and fisheries

Goal 8:
Decent work and
economic growth

Encourage employers
to raise real wages

Stimulating business
entities to create new
and expand existing
value chains

Promoting sales

of products, works
and services of local
producers

Goal 9:

Industry,
innovation

and infrastructure

Increase capital investments
in the areas of industry

and professional, scientific
and technical activities

Increase in capital
investments and
consolidated local
budget expenditures on
transport, warehousing,
postal and courier
services

Attracting additional
foreign direct
investment

in the manufacturing
industry

Goal 11: I d capital Increase in consolidated Stimulatine th h
Sustainable Increased capita local budget timulating the growt
development Investments in expenditures on housin, of own revenues
of citieI; and Administrative and support ang communal servicesg in the consolidated
o services and Construction . local budget
communities and construction
Goal 1 Attracting additional Increase the amount of Increase lfr}ﬁthe .
oal 17. di : f £ 000ds and amount of financing
rrect investment from exports of goods an
Partnership . . . of capital investments
- non-residents in the services and ensure :
for sustainable . . of enterprises at the
region (equity and debt that they exceed .
development . . expense of foreign
instruments) 1mports

investors

91




CHAPTER 2

(End of Table 2.9)

2

3

4

Focusing on financing
priority measures,

Diversification
of sources of
funds and areas of

Expanding financing
instruments for the

Clean water
and adequate

Increase capital investment
in wastewater treatment

Environmental |attracting additional : : r
i investment to finance |implementation
(S TS LG i.'or iz the implementation | of the SDGs by
total implementation of f the SDGs b . tal
the SDGs under the of tae s by environmenta
environmental component BRI ] GO Ui
P component
Goal 6:

Increase in current
costs for wastewater
treatment

Increase in rent
for special water use

and clean energy

gas, steam
and air conditioning

sanitation

Increase capital investments Attracting additional | Attracting additional
Goal 7: in the su F of electricit investment to increase |investments to increase
Affordable PPly Y2 |the capacity of the capacity of boiler

renewable energy
sources

houses using alternative
fuels

Goal 12:
Responsible
consumption
and production

Increased capital
mnvestment 1n waste
management

Increase capital
investments

in environmental
protection measures in
the processing industry

Increase in current
expenditures

on environmental
protection measures in
the processing industry

Goal 13:
Mitigate the
effects of climate
change

Increase capital investment
in air protection and climate
change

Increase

in consolidated
budget expenditures
on environmental
protection

Increase the
administration of
environmental tax to
the local budget

Goal 15:

Protect and
restore terrestrial
ecosystems

Increase capital investment
in the protection

and rehabilitation of soil,
groundwater and surface
water

Increasing capital
investments to preserve
biodiversity and
habitats

Increase in current
expenditures on
protection and
rehabilitation of soil,
groundwater and
surface water and
conservation

of biodiversity

and habitats

Note. Created by the authors.

Therefore, given the proximity of this region to the European Union, it is
important to significantly expand the sources of local budget revenues through
grants, international financial assistance, etc., especially to increase funding for the
environmental component of sustainable development.

The main source of funding for the implementation of the socially oriented
Sustainable Development Goals in the Northwest region of Ukraine is the regional
budgets of Volyn and Rivne oblasts. During 2000-2021, the total amount of funding
for social and cultural activities increased significantly, but the priority of funding
for certain expenditure items changed significantly in favour of a sharp increase in
spending on education (Goal 4), as education funding is the prerogative of local
budgets. However, in the future, the region needs to find additional opportunities

92



Monograph

to increase budgetary funding for the implementation of other socially oriented
Sustainable Development Goals 2030 (Goals 1, 3, 5, 10, 16).

As aresult of the study, a methodological approach was developed to substantiate
the basic provisions of strategies for financial support of sustainable development
of regions. This methodological approach is based on the results of a multi-criteria
assessment of the level of their financial support in terms of sustainable development
goals, social, economic and environmental components and an integral index. This
makes it possible to identify priority areas of the regional economy for further
funding within regional strategies, projects and programmes.
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