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The article discusses the concepts of assess-
ing the effectiveness of the use of financial
resources of territorial communities. It has
been established that the current concept pro-
vides for an assessment of such effectiveness
separately from the financial resources of local
budgets and financial resources of budget pro-
grams implemented by territorial communities.
The use of a system of performance indica-
tors, grouped into four groups, allows us to
assess the effectiveness of the use of financial
resources of territorial communities.
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Y cmammi po3e/isiHymo KoHyenuyji oyiHKu eghek-
musHocmi BUKOpUCMAHHST (hiHaHCOBUX pecyp-
ci8 mepumopiasibHUx 2pomad. BcmaHosseHo,
wo ditoda KoHyenuisi nepedbayae rnposedeHHs!
OUiHKU MaKoi egheKmuBHOCMI OKPeMo 1o ¢hiHaH-
COoBUX pecypcax Micyesux 6rdxemigs ma rno
chiHaHCOBUX pecypcax 6H0XemHuUX npozpam,
SIKI peanisyrombsCsi mepumopia/ibHUMU 2poma-
damu. BuKopucmaHHsl cucmemu pesysibma-
MUBHUX MOKA3HUKIB, SIKi 32PyroBaHo y 4Yomupu

2pyrnu, dae 3Moay nposecmu OUiHKy ehekmus-
HOCMI  BUKOPUCMaHHS  (hiHAHCOBUX ~ pecypcis
mepumopia/ibHUX 2poMao.

KntouoBi cnoBa: hiHaHcosi pecypcu, eghek-
musHicmb, mepumopiasibHi 2pomMadu, OeyeH-
mpasisayjsi, micyesi 6r00xemu.

B cmambe paccMompeHb! KOHYenyuu OYeHKU
aghghekmuBHOCMU  UCTO/Ib30BaHUST (hUHAHCO-
BbIX PECYPCO8 MmeppumopuasbHbIMU  06Uju-
Hamu. YcmaHognieHo, 4mo Oelicmsyrowjas
KoHyernyusi rpedycmampusaem rposedeHue
OyeHKU makol 3ghgheKkmusHOCMU OMOesIbHO
10 (bUHAHCOBLIM pecypcaMm MeCmHbIX 6r0-
JKemos U Mo (bUHAHCOBbIM pecypcam 6t00-
JKEMHbIX 1po2pamM, peasiusyeMbiX meppu-
mopuasibHbIMU - 0bWuHamu.  Vicriosib308aHue
cucmembl  pe3y/lbmamusHbIX rokasameried,
C2pynnupoBaHHbIX 8 Yembipe 2pynnbl, Mo380-
Jisslem  nposecmu  OUeHKy aghghekmusHocmu
UCI10/1b308aHUS (hUHaHCOBbIX PEeCypcos mep-
pUMOpUasbHBIX OBUJUH.

KnioueBble cnoBa: (huHaHCOBble Pecypchbl,
aghghekmusHoCcMb, meppumopuasibHbie
06WUHbI,  OeyeHmpasiu3ayusi, MecmHble
6r0dxemal.

Formulation of the problem. The process of
decentralization began in Ukraine in 2014 after
the adoption of the Concept for the reform of local
self-government and territorial organization of power
in Ukraine (the Concept). One of the problems which
needs to be solved in the field of local self-government,
the Concept identified a deterioration in the quality
and accessibility of public services as a result of the
resource insolvency of local self-government bodies to
exercise their own and delegated powers. One of the
proposed changes to the Concept provided for the cre-
ation of appropriate material, financial and organiza-
tional conditions to ensure that local self-government
agencies exercise their own and delegated powers.
The creation of such conditions, in turn, should be car-
ried out in compliance with the 20 principles proposed
by the law, among which, we emphasize the principle
of increasing the transparency and efficiency of using
budget funds by introducing a program-target method
for all local budgets. In addition, the Concept, among
the expected results of its implementation, involves
the introduction of standards (or norms) on the quality
of public services provided to the population by local
and regional authorities and determining criteria for
assessing the quality of such services. That is, only the
introduction of the program-target method for all local
budgets, the Concept identifies as a way to increase
the efficiency of using budget funds.

Analysis of recent research and publications.
Such Ukrainian researchers as Goryn V., Kyrylenko O.,
Markovich G., Malyniak B., and others made a signifi-

cant contribution to the formation of theoretical founda-
tions of financial resourses for territorial communites.
At the same time, the notion of the efficiency of using
financial resourses for territorial communites is a con-
cept that needs to be studied more deeply.

The purpose of the paper is to research the the-
oretical aspects concepts of effective use of financial
resources for territorial communities.

Results and discussion. When considering the
essence of the concept of «effectiveness» of using
budget funds, the opinions of domestic scientists are
close, and the concept is widely described in the cur-
rent legislation. Etymologically, efficiency comes from
the English word «efficiency», which one of its val-
ues has such a state or ability to perform something
with the least cost of time or effort. In the context of
our research, we will, by efficiency, understand the
indicator (or several indicators) that will measure the
resulting effect (result) from the actions of local gov-
ernments to the costs (material, financial and organi-
zational) incurred for its receipt.

Following this approach and the views of Swed-
ish economists K. Wicksell and E. Lindahl, domes-
tic scholars Malinyak B. and Goryn V. proposed a
formula for determining the effectiveness of budget
expenditures (formula 1) [1, p. 29]:

PUBLIC GOODS
COSTS (TAX)

As can be seen from the formula 1, the scientists
noted that the costs incurred for the provision of pub-

= EFFICIENCY (1)
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lic goods are embodied in the majestic taxes used for
such purposes. This approach allows not to classify
incurred expenses of local self-government bodies
on material, financial or organizational understand-
ings, that the source of their education in any case
are compulsory payments in favor of the state in the
form of taxes or fees. Markovich G. proceeding from
the provisions of Art 20 of the Budget Code of Ukraine
states that «...3a HAABHOCTI Y CBOEMY PO3MOPALKEHHI
3HayHMX (oiHAHCOBMX pecypciB, nepeq MicLeBUMU
opraHamu Bnagy NOCTae BaXX/IMBE 3aBAaHHS — Mak-
CYMaNIbHO eqhekmuBHe iX BUKOpPUCMAaHHS, 3a YMOBMU
3a6e3neyeHHs Npu UbOMYy MPAMOro B3aEMO3B'A3KY
MiX PO3MNOAINIOM KOLUTIB | hakTUUHUMK pesysTatamm
TX BMKOPWUCTaHHS BiOMOBIOHO 00 BU3HAYEeHUX Mpiopu-
memis po3BUTKY rpomagu...[...in the presence of con-
siderable financial resources, an important task for
the local authorities is to maximize their effective use,
provided that there is a direct relationship between
the distribution of funds and the actual results of
their use in accordance with the defined community
development priorities...]» [2]. Thus, the author of the
concept considers the effectiveness of using budget
funds mainly in the context of their relevance to the
priorities of the development of the local community.
This task, in her opinion, is achieved by applying the
program-target method in the budget process.

Asimilar conclusion is that «...BU3Ha4YeHHA npiopu-
TETiB NpW PO3MoAiNni 6I4KETHUX pecypciB, BUSBNEH-
HAM [xepen piHaHCYBaHHA BUTPAT Ta KOHTPO/b 3a
LiIbOBUM Ta eheKmuBHUM BUKOPUCMAHHSIM KOWMIB
MOX/IMBO MPW 3aCTOCYBaHHI Mpo2pamMHO-Yi/lb0B020
mMemody (OpMyBaHHSA  OHOKETY, 3acTOCyBaHHS
SIKOrO... NiABULLMAO A0ro epekTUBHICTb, Tak SIK Npo-
uec hopMyBaHHs GHOKETY MOYMHAETBLCS 3 30CEpes-
XXEHHS yBaru Ha pesynbrarax, ki HeobxiZHO AOCArTK
B JEPXaBHOMY CEKTOPi Ta Ha pecypcax MOTPiGHMX
ONA JOCATHEHHSA uMx pesynestartis...[identifying priori-
ties in allocating budget resources, catching sources
of cost financing, and monitoring the targeted and
effective use of funds is possible with the application
of the program-target method of budget formation, the
application of which ... has increased its efficiency, as
the process of budget formation begins with focusing
on the results that need to reach the public sector
and the resources needed to achieve these results]»
[3, p. 161] the authors of the textbook «Budget Man-
agement» have formulated. That is, according to
the mentioned authors, the tools of the program-tar-
get method used in Ukraine ensure the efficiency of
using budget funds. It is the concept of efficiency that
is identified with the results to be achieved and the
resources that should be spent on it.

Thus, a concept of «efficiency» of the adherents of
the program-target method does not involve compar-
ing spent resources of local governments to provide
them with public goods but involves the existence of
a mechanism for determining the optimal amount of
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resources to provide such benefits (achievement of
the set tasks).

The formed concepts indicate that there is no sin-
gle approach to assessing the effectiveness of the use
of financial resources of territorial communities. The
problem of determining such efficiency is to develop
a unified approach to assessing community benefits
provided by territorial communities and to assess the
resources provided by local authorities.

Developers and researchers of the program-target
method in planning and implementation of local budg-
ets proposed to evaluate the efficiency of using local
budget funds through the prism of effective indicators
[4; 5]. The process of calculation of these indicators
serves as one of the components of the use of the
program-target method in the budget process at the
local level. In addition, Art. 20 of the Budget Code of
Ukraine provided for an approach by which «...Taki
MOKa3HVKM MalTb MiATBEPMAXKYBaTUCA  OQILiHO0
OEepXaBHOK CTATUCTUYHOM, (DIHAHCOBOK Ta iHLUOK
3BITHICTIO, JaHVMK ByXranTepcbKoro, CTaTMCTUYHOIO
Ta BHYTPIWHbOroCNoAapcbkoro  (ynpasnaiHCbKOro)
061Ky [...Such indicators should be confirmed by offi-
cial state statistical, financial and other reports, data
of accounting, statistical and internal (management)
accounting...]...» (the Normative Concept). Thus,
an estimation of the efficiency of using budget funds
through the prism of effective indicators is carried out
by the accounting services of the respective territorial
agencies of the Ministry of Finance of Ukraine.

In the vast majority of studies, Ukrainian scientists
adhere to the Normative Concept, deepening and
expanding the scope of its use in the budget system of
the country. Beyond the normative Concept, Malyniak
B. and Goryn V. proposed to conduct an assess-
ment of local budget expenditures for assessing
their legality (first way) and efficiency (second way).
In order to assess the effectiveness of local budget
expenditures, an approach has been identified «...
norika BU3HaYeHHs e(pekTUBHOCTI BUAATKIB OIOLKETY
nepeabavae OLiHIOBaHHA KOPUCTI Big nocnyr caMmvmm
crnoxunadamu, TO6TO rpomMmagsiHamu. .. FPOMafChbKICTb
€ BaX/IMBUM CYy0’€KTOM KOHTPOSIIO 3a e(PEKTUBHICTIO
6ropkeTHNX BuaaTkiB [...the logic of determining
the effectiveness of budget expenditures involves
assessing the benefits of services by consumers
themselves, that is, citizens ... the public is an impor-
tant subject of control over the efficiency of budget
expenditures..]». According to the authors, the effec-
tiveness of budget expenditures is estimated by their
compliance with four criteria:

1. Observance of democratic procedures for
planning and implementation of the local budget

2. Evaluation of compliance of budget expendi-
tures with public priorities

3. Analysis of the implementation of budget pro-
grams and achievement of the planned goals

4. Study of the cost of services [1, p. 2-30].
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Table 1

Concepts of assessing the effectiveness of using budget funds

Types of concepts

Characteristic

The normative Concept

Using the system of performance indicators,
which are grouped into 4 groups

It considers the interests of the state

Concept by Malyniak-Goryn

Use of criteria grouped into 4 groups

It considers the interests of the public;
It determines the importance of democratic
procedures in the budget process

In accordance with the above-mentioned
approach, an entity that not only must but also is
obliged to «evaluate» the effectiveness of the use of
budget resources serving the population of the territo-
rial community (Concept by Malyniak-Goryn).

In table 1 grouped the peculiarities of the pre-
sented concepts of assessing the effectiveness of the
use of financial resources of territorial communities.

Table 1 shows that the Normative Concept, as well
as the Malyniak-Goryn Concept, differ in view of the
notion of efficiency, since they consider the interests of
different parties in budgetary relations — the state and
the public respectively. In addition, the Maliniak-Goryn
Concept expands its view on the efficiency of using
budget funds through the prism of observance of dem-
ocratic procedures in the budget process.

That is, the Normative Concept differs from the
approach by which the public (Malyniak, Goryn)
assesses the efficiency of the use of budget funds
so that evaluation can be carried out independently
by public authorities without discussing it with local
communities. The assessment itself is proposed to be
carried out only on the basis of the accounting and
reporting activities of local authorities.

The domestic practice of evaluating the
effectiveness of using financial resources of
territorial communities is based on the Norma-
tive Concept and the implementation of the pro-
gram-target method in the budget process. The
implementation of this method is described in
Art. 20 of the Budget Code of Ukraine (Figure 1).

As can be seen from Figure 1, assessment
of the effectiveness of using local budget funds
is one of the components of the implementation
of the program-target method in their planning
and implementation by local authorities.

According to the proposed approach, the
local budget consists of a set of budget pro-
grams, in relation to which each representative
body determines the purpose of the program,
its tasks, and responsible executors. The result
indicators characterize the implementation of
the budget programs adopted by the local com-
munity, the degree of performance of the tasks
set and the achievement of the defined goal,
and, ultimately, give an assessment of the per-
formance of each budget program (Figure 2).

To carry out an assessment of local budget
expenditures (or approved budget programs),

RESISLIE
Doers

the Ministry of Finance of Ukraine developed the
appropriate methodology and identified four groups
of performance indicators:

1. Cost Indicators (determine the amount and
composition of financial resources of budget pro-
grams that ensure their implementation and charac-
terize the structure of expenditure);

2. Product Indicators (for example, the volume of pro-
duced products, services rendered or work performed for
the implementation of the budget program, etc., and are
used to assess the achievement of the program’s aim).

3. Result Indicators (can be defined as the cost
of resources per unit of product index (economy),
the ratio of the maximum amount of manufactured
goods (performed works, services rendered) to a cer-
tain amount of financial resources (productivity) or
achieve a certain result (effectiveness), depending
on the tasks performed provides implementation of
the budget program);

4. Quality Indicators (characterize the achieved
results of the quality of the created public good and
satisfy the consumer at the expense of the funds of
the separate budget program) [3, p. 164; 4; 5].

Budget
programs

Components of
the program-

Passports of
budget
programs

target method
in the budget
process

Result
indicators

Figure 1. Components of the program-target method

in the budget process

165




NMPUYOPHOMOPCbKI EKOHOMIYHI CTYAIT

LOCAL BUDGET

Budget program #1
Aim Aim
Tasks Tasks
Responsible doer(s)

Result indicators Result indicators

Budget program #2

Responsible doer(s)

Budget program #.___
Aim
Tasks
Responsible doer(s)
Result indicators

Figure 2. Components of expenditures of local budgets

The assessment of the effectiveness of the budget
program is conditionally divided into an analysis of
its compliance with the plan of the main spending
manager, the priorities of socio-economic develop-
ment of the country and the region and the current
legislation and, in fact, for the analysis of the plan and
actual indicators of the program itself [5]. For exam-
ple, the budget program «Management in the field of
Education and Science, Youth and Sports» was ana-
lyzed on the following results:

e Cost Indicators (the number of staff units, the
area of administrative premises);

e Product Indicators (the number of received let-
ters, applications, applications; the number of meet-
ings held, meetings; the number of purchased equip-
ment and items of long-term use);

e Result Indicators (the number of executed
orders per employee; the cost of maintaining one staff
unit and the cost of purchasing a unit of equipment);

e Quality Indicators (% of timely executed orders,
letters, hits in their total number)

We note a certain conventionality of the pro-
posed performance indicators, such as: the number
of appeals by citizens and the number of executed
orders per employee, which was 100% during the
reporting period, as well as the number of meetings
held — 100 per year, which ended with a «qualitative»
indicator — a percentage timely executed orders,
letters, appeals in their total number. It is clear that
according to other budget programs, the «effective-
ness» situation will be measured by similar indicators
or close to them. This testifies to the existence of a
completely formal approach to the decision of the
performance of budget programs by their perform-
ers. The key issue that accompanies the current sys-
tem of evaluating the effectiveness of using financial
resources of territorial communities in Ukraine is that
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performance indicators are offered and monitored by
budget implementers themselves.

Conclusions. The concept of «efficiency» when
using the program-target method of planning and
implementation of local budgets implies the existence
of a mechanism for determining the optimal amount of
resources for providing public goods to local author-
ities. However, the volume of expended resources
is not compared with the volume of provided public
goods. The current practice of evaluating the effec-
tiveness of the use of financial resources of the ter-
ritorial community has shown that it is carried out by
the State Audit Office of Ukraine. At the same time,
the effectiveness of local budgets and budget pro-
grams is assessed separately. The study of the cur-
rent practice using of financial resources for territorial
communities through the prism of the developed indi-
cators of their effective opens up for our prospects for
future research in this area of financial science.
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