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REFORM OF THE PUBLIC ADMINISTRATION SYSTEM
IN UKRAINE AT THE TERRITORIAL LEVEL
IN THE CONTEXT OF DECENTRALIZATION

Shpachuk V. V.

INTRODUCTION

Recently, decentralization of power has become increasingly
widespread in the world. Among the reasons for this trend are the
following:

— decentralization is accepted as a means of providing various
autonomy and autonomy to different ethnic and regional groups and
control over their own affairs. The idea is that if different ethnic and
regional minorities have some autonomy, some ability to determine their
own local affairs regarding education, culture and economic development,
they will feel more secure and more willing to accept authority and
legitimacy;

— decentralization of power is taken as a means of separating power
between a large number of different political parties. Parties and groups
that cannot get control of the central government can win the opportunity
to exercise power in the lower level administration. This increases their
confidence and commitment to the political system, the feeling of citizens
that the system is fair;

— democracy swept around the world as the core value and basis of
governance. And decentralization is seen as a fundamental democratic
principle. This is not enough for people to simply be able to choose their
national leaders in periodic, free and fair elections. In moderate countries,
good democracy requires that people be able to choose their local leaders
and representatives, and that these local authorities will have some real
power to respond to people's needs. This tendency did not pass Ukraine
and, as a result, today Ukraine is implementing a reform of
decentralization of power. This process was wave-like in the period since
Ukraine became independent, but the most significant activity it has gained
since April 2014, when the Cabinet of Ministers of Ukraine approved the
"Concept of Reform of Local Self-Government and Territorial
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Organization of Power”. This Concept envisages the definition of the
directions, mechanisms and timing of the formation of effective local self-
government and territorial organization of power for creating and
maintaining a healthy living environment for citizens, providing high-
quality and accessible public services, establishing institutions of direct
democracy, and meeting the interests of citizens in all spheres of life in the
respective territory, coordination of interests of the state and territorial
communities.

During 2014-2015, the Supreme Council, the Cabinet of Ministers of
Ukraine, in support of the decentralization reform, developed and adopted
a number of legislative and regulatory documents, namely: Laws of
Ukraine "On Cooperation of Territorial Communities”, "On the Voluntary
Association of Territorial Communities”, "On Local Elections"”, "On the
Principles of State Regional Policy”, "On Ratification of the Additional
Protocol to the European Charter of Local Self-Government on the right to
participate in the affairs of the local self-government body",
"On Introduction Amendments to certain legislative acts of Ukraine
regarding extension of powers of local self-government bodies and
optimization of administrative services provision", Resolution of the
Cabinet of Ministers of Ukraine "On approval of the State Strategy for
Regional Development for the period up to 2020", Order of the Cabinet of
Ministers of Ukraine "On Approval of the Plan of Measures to Implement
the Concept of Reform local self-government and territorial organization
of power in Ukraine" and others.

The result of this decentralization reform in Ukraine should be the
formation of a new democratic model of governance focused on
strengthening the role of territorial communities, which will enable them to
gain a significant amount of power and control over their own affairs. At
the same time, when implementing the decentralization reform, it must be
taken into account that it has not only advantages over the centralized
system, but also its shortcomings which, in the current political unstable
situation in Ukraine, the economic and social crisis, external aggression,
decentralization, can provoke further negative trends in development of the
state and society.
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1. The directions of decentralization reform in Ukraine

1.1 Theoretical and methodological aspects of the reform
of decentralization of state power

The idea and attempts at decentralization are not new to society and in
the 16-th century they were actively considered by scholars and active
citizens as a counterweight to the state monopoly and attempts were made
to find new forms of public administration, including through
decentralization of the state system. The last revitalization of the issue of
decentralization, as one of the forms of democracy, has gained another
significant spread and relevance among most European countries at the end
of the last century and continues to this day. The globalization processes in
the world that triggered political and economic crises and challenges
prompted the society to revise the principles and principles of public
administration to achieve a high level of social development of the state,
since centralized management proved to be unable to carry out all
functions of the state on the issues of vital activity of the population and
unable to reach the quality and efficiency effectively all, even important
areas of human activity. The main reasons that caused the global trend of
countries' inclination to decentralize and revitalize the global community
towards decentralization are as follows:

— firstly, the central governments of countries with the existing
centralization of powers and resources were not able to provide a
qualitative and rapid solution to the problems of territories, the uniform
development of all territories and the provision of quality services
throughout the country. Especially suffered from this territory, far from
major cities and important administrative centers. Decentralization is
accepted as a means of providing various autonomy and autonomy to
different ethnic and regional groups and control over their own affairs. The
idea is that if different ethnic and regional minorities have some autonomy,
some ability to determine their own local affairs regarding education,
culture and economic development, they will feel more secure and more
willing to accept authority and legitimacy;

— secondly, the activation of the movement and the expansion of the
geography of civil society in the world. Decentralization, as one of the
forms of democracy, promotes the development of civil society and allows
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active involvement of the population of the country to solve their own
problems and needs while preserving the state and its main institutions;

— thirdly, not always transparent decision-making mechanisms at the
central level, which led to an increase in corruption risks.

Among the main achievements of decentralization are the following:

1)allows, first and foremost, local governments to assume new and
wider powers in order to provide a greater variety of types of public
services provided, as well as a variety of ways of providing them in such a
way that they can more accurately reflect distinct sets of priorities for
different regions the state;

2)ensures the efficiency and effectiveness of the management of the
response to the needs of recipients (consumers) of public services;

3)contributes to reducing the costs of ensuring control over the
provision of public services by reducing distances, both geographic and
bureaucratic, between those directly providing public services and the
management unit;

4)guarantees that resources allocated for the provision of public
services will be distributed more proportionally and reasonably among all
regions;

5)brings public administration closer to the object and the main source
of public authority — the people;

6) promotes the strengthening of democratic procedures in the state
and the protection of human rights and freedoms;

7) promotes the development of civil society and local communities;

8)contributes to reducing corruption risks and increasing the
transparency of the use of all resources.

Decentralization of state power is a complex process, which involves
a systematic solution to a large number of complex issues and problems,
not only solving the problem of changing the principles of governance, but
also changing the outlook of civil servants and the public in this regard.
Confirmation of the complexity and ambiguity of the decentralization
process itself can be demonstrated by its versatility. So, for today we have
such a classification of decentralization:

depending on the spheres of influence and subjects decentralization
happens:

— territorial — the creation of public administration bodies, which
carry out the government in the administrative-territorial units
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independently and independently from the state authorities, being outside
their hierarchical system and subordination (local and regional authorities);

— functional — recognition of independent and independent specialized
organizations (different unions) by the authorities of power, delegating
them the right to carry out a certain amount of tasks of a public character,
in particular, with regard to the government and the fulfillment of the
corresponding functions in the areas of public life determined by the
legislation and in accordance with the established order;

— subject matter — professional self-government as a system of
managerial relations between all representatives of a particular profession,
implemented by a defined law by a representative organization under the
supervision of state authorities™.

depending on functionality decentralization happens:

— administrative — at which local authorities are accountable to the
central authorities;

— political — in which local authorities are endowed with such powers
and responsibilities that make them formally independent of the state;

— budget — connected with the transfer to places of the resources
necessary for the implementation of the transferred power and
responsibility;

— market — provides the transfer of functions of public institutions to
the private sector, including planning and administration®.

depending on the division of competences and powers
decentralization happens:

— vertical — means a clear definition of the decision-making process
by governing bodies of different levels. The principal issues of vertical
decentralization are: the depth of hierarchical decentralization; the scope
and scope of the powers of the lower authorities (all entities that have the
right to exercise public functions) and the organization of the system of
supervision and control over the activities of these bodies. At the same
time, it is important to understand that it is not only about public
administration bodies, but also about other subjects (professional
associations, business structures).

! Ilertentpanizanist my61idHOI BIAI: TOCBI €BPONEHCHKIX KpaiH Ta nepcrneKTHBy Ykpainu / BopuciaBceka
O.M., 3aBepyxa L.b., lllkonuk A.M. Ta in. Kuis: Codis, 2012. 212 c.
Tpodpumoa WM.H. Tpancdopmanusi OTHOmICHWH IIEHTPAIbHOH M MECTHOW BJIAacTH B IIpoIecce
JeleHTpanu3auny  yrpaeieHust (ombiT  eBporeiickux crpad). URL:  http://ars-administrandi.com/article/
Trofimova_2011_2.pdf.
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— horizontal — means the distribution and definition of the functions
and competences of all other elements of the structure of the public
administration bodies, in addition to the governing body”.

Among the main forms of transfer of authority from the central to the
local level, one can distinguish the following:

— devotion is a form in which the transfer of responsibility, authority,
resources and sources of income to local authorities takes place, resulting
in local authorities becoming autonomous and completely independent;

— deconcentration is a form where the transfer of power and
responsibility from the central government to a different level of
government takes place, while the hierarchical subordination of local
authorities to the central government and decentralized ministries is
maintained;

— delegation is a form in which the transfer of power and
responsibility to local governments takes place, and this is not always the
case with local units of central government, while retaining their vertical
subordination and partial transfer of responsibility to subnational levels;

— divestiture is a form of transfer of planning functions,
administrative authority and / or other functions to volunteer private or
public organizations, with simultaneous deregulation or partial
privatization®.

The introduction of decentralization is a long and complicated
process, which involves the implementation of a series of successive stages
with the corresponding phases inside, the failure to comply with the
general logic which leads to a loss of balance of public power, and under it
means an organization through which the distribution of power load from
the central to the lower levels occurs without causing damage to public and
public interests. This process involves the following steps:

— the first stage — the doctrinal separation of powers on the vertical
levels of public power with the simultaneous establishment of
competences. This stage consists of two phases: the formal definition and
the immediate establishment of a list of authorities and their volume at
each level of public authority.

® I'ypue B. JlepxaBre ynpasiinms / nep. 3 dpanm. B.1lIoskyna. Kuis: OcHosn, 1994. 165 c.
Henentpamizariis Ta e(QeKkTUBHE MiclleBE CaMOBPSAYBaHHSA: HaBUYANBHUN TOCIOHMK [UIS ITOCAOBIIIB
MICIIEBUX Ta pEriOHAJbHMX OpraHiB Biagu Ta (axiBIiB 3 PO3BUTKY MICIEBOro caMoBpsinyBaHHA. Kwuis:
[MPOOH/MIIBCP, 2007. 269 c.
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— the second stage — the legislative consolidation of the results of the
first stage. The first phase of the stage of regulatory consolidation is the
introduction of amendments and additions to existing laws, the
development of new legislative acts, the second — the consolidation of
decentralization of public authority at the constitutional level, and the
third — bringing in conformity with the Constitution and relevant laws of
the whole set of by-laws.

— the third stage — the decentralization of public authority — the
establishment of a mechanism for monitoring the proper implementation of
the decentralization process. It has two phases: the establishment of
constitutional control and the expansion of the jurisdiction of courts of
general jurisdiction with the introduction of the system of administrative
justice inclusive®.

At the same time, in order to achieve greater efficiency of
decentralization, even through its phased implementation, it is primarily
necessary to do this in those regions that demonstrate sufficient readiness
to assume the respective responsibilities of providing the state ambassador
by introducing transparent rules for the transfer of authority from place to
place. Such a transfer involves:

— the presence in the region of a real acting entity that is capable of
assuming full responsibility for the implementation of additional powers
granted to it;

— availability of a variety of resources (managerial, organizational,
intellectual, personnel, information, etc.) in the acting regional entity that
are essential for the accomplishment of tasks;

— the availability of transparent mechanisms, toolkitary and the use of
authority schemes, etc.

Given that the key to minimizing the risks that accompany
decentralization is the systematic, sequential, and gradual state policy on
decentralization of power, the scrupulousness exercised on the basis of well-
balanced and verified public-law decisions, the next step in the study of the
theoretical basis for the decentralization of state power should be studying the
issue of ensuring a stable and effective functioning of the public
administration system after decentralization, since successful transfer of
authority does not mean thematic success and effectiveness of the
management process on the basis of already implemented decentralization.

® Komuuko P.A. Jleuentpanisais myOmiusoi Blaju B yHITApHiil fepiKasi: aBToped. [uC. Ha 3M00YTTSI HAyK.
CTymneHs KaHj. opun. Hayk: crer. 12.00.01. Kuis, 2003. 14 c.
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One of the most important aspects of the success and effectiveness of
the management process on the basis of decentralization already made is
the correctness of choosing the balance of relations between the territory
and the center, the division of powers between the state and local levels of
state power. For this purpose, a scheme is proposed for the division of
powers between state and local levels of state power, based on a scientific
idea according to which the state should be the general subject of the
definition of "rules of the game" and setting standards for the whole
society, while local self-government performs better functions local
(tactical) management of the development of the territorial community and
Is able to respond more effectively and quickly to challenges (Table 1).

Table 1

Scheme of division of powers between state

and local levels of government

Criteria State level Local level
Determination of strategic Stimulation of economic
priorities for the development of | development of the region,
society support of entrepreneurship
Developing a legislative Defining the goals and priorities

Directions of | framework, defining “rules of the | of the region's development,

the state game" which should be consistent with

politics Implementation of investment national goals
and innovation policy tools Stimulating competition
Establishment of national social | Local adjustment of economic
standards and other standards of | imbalances
development of society
State level of the budget system | Local level budget system

Tools Legislative base Decision making for specific
state-owned | Public investment territorial communities that do
regulation Government Procurement not contradict the national one

State enterprises legislation
National Tax System
Management of a part of budget | Management of a part of
funds that have been transferred | mobilized budget funds that can
to the state budget not be transferred to

N;;gfet% y Public Debt Management the state budget _
Managing revenues from Carrying out local borrowing
government Financial Management of
enterprises Utilities

Built by the author on the basis of °

® Braun von J. Does decentralization serve the poor? / J. von Braun, U. Grote (eds) // Managing fiscal

decentralization. — London

vonbraun.pdf.

: Routledge,

2002. URL: www.imf.org/external/pubs/ft/seminar/2000/fiscal/
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It is in the case of the aforementioned, phased and systematic
introduction of decentralization of power that we can achieve the desired
result from the process of decentralization of power, which will be as
follows:

— more complete provision of the needs of the inhabitants of territorial
communities in public goods, because in the provision of public goods by
the central authorities the interests of an individual are lost among a large
population;

— faster, in comparison with the state central government and local
authorities, the response to changing needs of the inhabitants of the
territorial communities;

— more effective participation of citizens in the decision of local
issues, public responsibility and public control;

— development of competitive principles between local and regional
self-government bodies;

— creation of a "mechanism for balancing power over different levels
of government"’;

— transparency, publicity and simplification of procedures for making
power decisions;

— the possibility of strategic planning, contributing to the socio-
economic development of administrative-territorial units;

— improving the performance of functions and tasks through their
transfer at local and regional levels, which better know the local situation
(saving budget resources while increasing the quality of providing public
goods to the population);

— development and introduction of innovations through the possibility
of non-standard approaches to solving local problems;

— the development of democratic foundations in society, the rise of
political culture among the population leads to an increase in the share of
voluntary payment of taxes and fees;

— correct determination of the priority of spending budget resources,
etc.

" Jlposnoscbka O.C. Teopernmuni 3acamu (iHaucoBOi nenentpamizamii. ®imancu Yipaimi. 2008. Ne 8.
C. 19-25.
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1.2 Regulation of decentralization of state power in international law

Considering the importance and attention to the issue of
decentralization in the world is paid quite a lot of attention, as it is one of
the fundamental principles of the existence and development of democracy
in any country. This led to the development of many international,
interstate and regional documents on this issue. The United Nations, the
World Bank, the European Union, whose bodies have adopted a number of
important internationally recognized instruments, have been ratified and
implemented by democratic countries of the world, as well as others. The
main international instruments that reflect the foundations and mechanisms
of decentralization are the following: international legal standards and
principles of the Strategy for Sustainable Development, United Nations
Program, European Charter of Local Self-Government, OECD Experience,
Fiscal Transparency Guide, Code of Good Practice on Transparency the
fiscal system of the IMF. Let's dwell in more detail on some of them.

The United Nations has developed an international concept of “good
governance", reflected in the UN Program "Governance and Sustainable
Human Development”, aimed at improving the efficiency of the
implementation of tasks at the local level and ensuring opportunities for
citizen participation in local decision-making processes provided for
Participation of citizens in democratic processes. The UN Program outlines
the following basic principles of "good governance":

* Participation — All men and women should have direct or indirect
(through legitimate intermediary institutions representing their interests)
the right to vote in the decision-making process. Such broad participation
is based on freedom of association and speech;

» The legality of the legal framework should be clear and applied
impartially, in particular with regard to human rights laws;

» Transparency — direct access to information;

» Sensitivity — institutions and processes serve all stakeholders;

 Focus on consensus — good governance is an intermediary between
different interest groups in order to reach a broad consensus;

* Equality — all men and women have the same opportunities to
improve or maintain their well-being;

« Efficiency and effectiveness — processes and institutions produce
results according to the needs of the most rational use of resources;
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» Accountability — government, private sector and civil society
decision makers are accountable to the public as well as to institutional
interest groups;

« Strategic vision — Leaders and the public have a broad and long-term
perspective of good governance and human potential development®.

The key document governing the basic principles of decentralization
Is the European Charter of Local Self-Government (adopted in October
1985) (the "Charter"). Allocated in the Charter are fundamental to the
formation of a European (democratic) model of power at subnational
territorial levels. The most important among them are the following:

1. Recognition of local self-government in national legislation and, if
possible, in the constitution (Article 2).

2. The reality of local self-government, which finds its expression in
the emphasis on the essential (and not arbitrarily determined by the state)
amount of public affairs, regulation and management, which are authorized
to carry out local self-government bodies (Article 3).

3. Legitimacy of local self-government as an opportunity of the
relevant authorities to regulate and manage local affairs — exclusively
within the law of the state (Article 3).

4. Determination of the nature of local government as a public
authority, which, on the one hand, acts in the interests of the local
population (territorial community) (Article 3), and on the other hand — is
derived from sovereign state power, since the main powers and functions
of local self-government are determined a constitution or law (Part 1,
Article 4).

5. The attribution to the subjects of the implementation of local self-
government as territorial communities and local self-government bodies —
subject to the choice of representative bodies of local self-government by
secret ballot on the basis of direct, equal, universal suffrage (Article 3).

6. Autonomy of local self-government as a power that has the right to
independently resolve all issues that fall within its competence (Part 2 of
Article 4).

7. Subsidiarity (optimal decentralization and real control of the
territory), which involves, firstly, the implementation of municipal
functions by the territorial levels of government that have the closest
contact with the citizen, and secondly, taking into account the scope and

® Koxamuk X. «/lobpe BpsayBaHHS»: NPUHIUIHN Ta 03HAKU. EdexTuBHiCTh nepykaBHOro ymnpasiiHas. 2012.
Bum. 33. C. 50-57.
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nature of the tasks and requirements for achieving efficiency and economy
with the division of powers between the territorial levels of power (Part 3
of Article 4).

8.The powers of local self-government, the inalienability and
inviolability of its powers — the powers of local self-government should be
complete and exclusive. They can not be canceled or limited, unless
provided by law (Part 4, Article 4).

9. Adaptation of the exercise of local government powers (local and
national interests) (Part 5, Article 4).

10. Participation of local self-government in solving all socially
Important issues that, although not within its competence, affect its rights
and interests (Article 6, Article 4).

11. The integrity and inviolability of the territory of the local self-
government bodies — the change of the territorial boundaries of the self-
governing units needs to be agreed with the respective territorial
communities (Article 5).

12. Independence of local self-government bodies in determining
their own internal administrative structures, taking into account local needs
and the need for effective management (Part 1, Article 6).

13. Creation of proper conditions for service and career growth of
municipal servants, which will allow to attract highly qualified personnel
to work in local self-government bodies (Part 2 of Article 6).

14. Establishment of limits and volumes of administrative
supervision of local self-government in accordance with the following
circumstances: first, forms and grounds — supervision may be carried out
only in accordance with procedures and in cases stipulated by the
constitution or laws; and secondly, the purpose — supervision is only aimed
at ensuring compliance with the law and constitutional principles; and
thirdly, the coherence of the measures of the controlling bodies with those
interests which they are intended to protect in the process of administrative
supervision (Article 8).

15. Guaranteeing the right of local self-government bodies to own
financial resources.

16. Guaranteeing the right of local self-government bodies to
freedom of association and cooperation with local self-government bodies
of foreign states (Article 10).
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17. Legal protection of local self-government — the right of local self-
government bodies to use remedies to ensure the free exercise of their powers
and respect for the principles of local self-government (Article 11)°.

Another document regulating decentralization, organization and
activities of local self-government is the World Declaration of Local Self-
Government, adopted on September 26, 1985 in Rio de Janeiro by the
World Alliance of Local Self-Government at the XXVII International
Congress. The Declaration states that the principle of local self-
government should be defined in the constitution or the basic law on the
government structures of the country'®. The declaration consists of a
preamble and 11 articles. The preamble formulated the essential features of
local self-government that qualifies as an integral part of the national
structure and the level of government closest to the citizens, which is best
for creating the conditions for building a harmonious community to which
citizens would feel and be responsible for their belonging. The basic
principles of local self-government are defined: the will of the people is the
basis of government power; effective participation of all elements of
society properly in the preparation and implementation of national plans
and programs of social and economic development; strengthening local
government through more effective and democratic policies; Decentralized
decision-making, which reduces the center's overload, as well as improves
and accelerates government actions.

The main part of the document reveals the constitutional basis of
local self-government, in particular: local self-government is the right
and the responsibility of local authorities to regulate and conduct public
affairs under personal responsibility and in the interests of the
population. The competence of local self-government bodies, which
includes taking into account the existing order in each state, includes:
the right to act on its own initiative, the ability to identify the initiative
and make decisions independently, adapting the implementation of laws
to local conditions, rationally and efficiently sharing the right to make
decisions with other levels of government on the ground. The concept of
local self-government bodies is defined by the free fulfillment of their
functions, the guarantee of social security, clear statutory registration of
functions and types of their activities aimed at the free use of local

% €Bponeiickka xapris Micuenoro camospsiaysanms. URL: http://zakon.rada.gov.ua/laws/show/994 036.
BaiimypatoB M.O. MixxHapoaHi 3B’SI3KM 1 CTaHAAPTH B CHCTEMI MICIIEBOTO CaMOBPSAYBAaHHS YKpaiHH.
MyninunansHae npaBo Ykpainu: niapyanuk. Kuis: FOpinkom Iarep, 2001. C. 315-348.
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government funds within their powers, self-regulation of taxes, granting
of subsidies based on the principle of denial inappropriate interference
with local government policies. Local self-government bodies can create
their own associations, use legal means to protect their autonomy within
the boundaries of laws that define their functions and protect their
interests™,

In June 2002, 113 Recommendations of the Congress of Local and
Regional Authorities of Europe "On Relations between Public, Local
Council and Executive Power in Local Democracy" was adopted.
Recommendation 113 sets out the basic principles that govern the
relationship between the public, the local council and the executive branch
in local democracy:

— direct representative local democracy — in all member states of the
Council of Europe, local democracy is based on the fact that the local
community is represented by the councils whose members are directly
elected by the people;

— citizen participation — for the proper functioning of local
democracy, it is important that the links between local authorities, elected
representatives and the public be strengthened:;

— the relationship between the councils and the executive branch.

Later (in 2005), the Permanent Conference of Local and Regional
Authorities of Europe adopted Recommendation 182 "On Public
Participation in Local Matters and Elections™?. One of the great
achievements of this document is the notion that the right of citizens to
participate in public administration is a key element of any democracy, and
active participation is a sign of the viability of democracy.

Thus, according to the main international, intergovernmental and
regional documents, the issue of decentralization of state power is
considered one of the most important in the process of further
democratization in the countries of the world. This process is continuous
and new entrants are constantly connected to it, and the worked out
principles, mechanisms and procedures for decentralization of state power
are further elaborated and refined.

' Merpummua M.O., Ilerpuumn O.0. Mixuapogso-paBoBi crammaptd y chepi  Micresoro
caMmoBpsiyBanHs. Xapkis: [IpaBo, 2016. 44 c.

12 "Ceprorina T.B. AnminictpaTuBHO-TepHTOpianbHa pedopMa K CKIafoBa JEUEHTpami3aii BIagu B
Ecronchkiit Pecrry6uini. Public administration aspects. 2015. Ne 4. C. 36-44.
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1.3. Practical steps in the reform of decentralization
of state power in Ukraine

The formation of the legal basis for the decentralization of state power
in Ukraine began with the time Ukraine became independent, and for the
whole time this process has undergone a number of essential stages, which
have their own peculiarities:

Stage 1 — 1992-1997 — characterized by the foundation of the basis
and the formation of the principles of the reform of local self-government;

Stage 2 — 1998-1999 - characterized by the first attempts to
Implement the administrative-territorial reform in Ukraine, which has not
yet come to its logical end;

Stage 3 — 1999-2005 — characterized by the absence of any actions
aimed at the extension of administrative-territorial reform;

Stage 4 — 2005-2009 — is characterized by the implementation of
another attempt to introduce administrative-territorial reform in Ukraine,
which also has not come to its logical end;

Stage 5 — 2009-2013 — is characterized by increased centralization of
state power in Ukraine;

Stage 6 — 2014 — Present — is characteristic of the launch of
decentralization reform and administrative reform.

That is, we have a situation where the need for decentralization of
state power in Ukraine has long been formed, and the activation or decline
of activity on the introduction of decentralization in Ukraine during the
time since Ukraine became independent was the result of the preferences
and wishes of the country's political elite for the time and political will and
wishes of the president. As a result, there is often a duplication of powers
of public authorities of different levels, which creates inconsistencies in the
competence of local governments and local authorities, the impossibility of
full separation of powers between local authorities and executive
authorities. This, in turn, reduces the efficiency of the work of local self-
government bodies, makes them, to a certain extent, an appendage of
executive power on the ground, provokes excessive administrative
centralization and the expansion of the administrative apparatus of
executive power in the field.

Another aspect of the ineffective organization of executive power in
Ukraine at the regional and local levels is based on the presence of two
centers of public authority in the region and district. Both oblast (rayon)
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local state administrations and regional (rayon) councils consider
themselves as priority territorial institutions of power™, which objectively
causes the competition to compete for these bodies and, as a result,
objectively leads to conflict situations in solving issues of socio-economic
and cultural development of territories. Also, the lack of a clear division of
powers between local state administrations and local self-government
bodies is often the result of misuse of regional (district) local state
administrations when they affect local self-government bodies in making
decisions on socio-economic and cultural development of territories in
order to protect certain political and corporate interests, or when decisions
taken by them actually do not take into account the interests of the
population, do not contribute to solving social issues. tial economic
development areas. The peculiarity of the Ukrainian model of local
government organization is that local executive authorities are created and
act not for the purpose of exercising control and oversight functions
regarding the legitimacy of local self-government (as in Western European
countries), but they assume the main authority to manage the respective
territories. In fact, public authority at this level is realized through a system
of political and economic dual power: there are appointed local
government bodies, which are formed from the center of the head of state
administrations, and elected by the communities. This leads to difficulties
in differentiating powers between executive authorities and local self-
government. The most effective solution to the above and a number of
other problems of the development of local self-government can be
realized in the complex — by reforming the system of local public power,
the content of which should be further decentralization'”.

In April 2014, the Cabinet of Ministers of Ukraine approved the
Concept for the Reform of Local Self-Government and Territorial
Organization of Power in Ukraine (hereinafter referred to as the Concept),
the main idea of which is decentralization of power in the country, the
significant expansion of the powers of territorial communities, change of
the management system at the regional and district levels on a basis,
defined and implemented by the European Charter of Local Self-

3 Yopronuceknit I1.5. Korcruryriiina peopma i KOHCTHTYIIHHIIA MPOIEC: 10 THTAHHS CITiBBiXHOIICHHS.
3akapnartchki nmpaBoBi unTaHHs: Matepianu IX MikHapomHOT HayKOBO-TIpakTHIHOI KoH(MepeHii (20-22 xBiTHA
2017 p. M. Yxropon) / 3a 3ar. pex. B.I. Cmonanku, O.5. Poraga, S1.B. Jla3zypa. Yxropoa: TOB “PIK-Y”, 2017.
T. 1. C. 109-112.

JenenTpanizanis myOigHOl BIagu: 10CBi €BPONEHCHKUX KpaiH Ta MepCreKTHBH YKpainu / bopucnaBchka
O.M.,, 3aBepyxa L.b., [lllkomuk A.M. Ta in. Kuis: Codis, 2012. 212 c.
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Government. The concept defined the purpose, ways and direction of
reforming the system of local self-government and territorial organization
of power.

According to the foundations that underlie the general provisions and
principles of the European Charter of Local Self-Government, the reform
of countries towards decentralization should be carried out in the following
areas:

— introduction of a three-tier system of the administrative-territorial
organization of Ukraine — the region, district, the community with the
general nature of local self-government;

— transfer of functions of executive power from local administrations
to executive bodies of councils of the corresponding level;

— distribution of powers between local governments on the principle
of subsidiarity and the provision of communities with the widest possible
range of powers;

— clear provision of powers of local self-government bodies with the
necessary financial resources, including through their participation in
national taxes;

— the elimination of state administrations and the creation of state
offices with only supervisory, supervisory and coordination functions, but
not executive functions®.

The said Concept within the framework of the implementation of the
European Charter of Local Self-Government sets forth the following basic
requirements for reforming the system of local self-government:

— the basis of the new system of local self-government should be the
united territorial communities, which are formed according to a legally
determined procedure with their own bodies of self-government, including
executive bodies of councils. Residents who are united by permanent
residence within the limits of a village, settlement, city, which are not an
independent administrative-territorial unit, form the bodies of self-
organization of the population that are included in the system of local self-
government bodies of the respective territorial community, which is an
independent administrative-territorial unit;

— absence on the territory of a territorial community (administrative-
territorial unit) of other territorial communities (administrative-territorial
units of the same level); definition of clear boundaries of each territorial

1> €pponeiichka xapris Micresoro camospsitysanus. URL: http://zakon.rada.gov.ua/laws/show/994_036.
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community (administrative-territorial units of the same level); widespread
jurisdiction of local self-government bodies in the territories of the
respective administrative-territorial units;

— formation by regional and district councils, as bodies of regional
government, own executive bodies;

— definition of full and exhaustive compulsory powers of local self-
government bodies of the basic, district and oblast levels with the
obligatory application of the principle of subsidiarity;

— the formation of powers of local executive bodies is carried out
after the determination of powers at each level of local self-government;

— powers to bodies of local self-government are transferred by the
state, if representative bodies of local self-government and executive
bodies subordinated to them are created at the appropriate level;

— in the process of transferring powers to the bodies of local self-
government, the state takes into account their ability to exercise these
powers; adequate level of financial provision of powers of local self-
government bodies is provided,

— legislative definition of standards of services (administrative and
social), provided at each level of local self-government; establishment of
indicators and criteria for evaluating the quality of these services;

— an effective and procedurally determined system of control by local
authorities is ensured for the implementation of the Constitution of the
local self-government bodies and the laws of Ukraine;

— a legally defined clear system of control over the activities of local
self-government Dbodies is created by the inhabitants of territorial
communities and their associations™®.

To achieve the best effect and the most significant results from the
decentralization of state power and the reform of the administrative-
territorial system in Ukraine can be achieved by combining several
important elements of the functional and organizational-legal provision of
these reforms. It is precisely the use of the best international practices and
the achievements of the foreign experience of decentralization of local self-
government in Ukraine as the main direction of constitutional reform and
the prerequisites for further European integration should help to obtain the

16 Koumenmis pedopMyBaHHs MiCIIEBOro caMOBPSIyBAHHS Ta TEPUTOPIaTbHOI opramizamii Biagu B Ykpaisi:
cxBajieHa  posnopsmkeHHsM — KaOinery  MimictpiB  Ykpaimm  Bim  1.04.2014 p.  Ne 333-p. URL:
http://zakon4.rada.gov.ua.
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best results. Particularly in this field, attention should be paid to the follow-
up and implementation of the following actions:

— continue to implement budget decentralization, which will enable to
accumulate more financial revenues at the local level and thus more
effectively solve socio-economic problems of the community, minimizing
subsidies and subventions from the State Budget of Ukraine (elements of
the French model of organization of local self-government activities);

— to stimulate the unification of territorial communities unable to
cover their own needs at the expense of local budgets (consolidation of
administrative-territorial units). Such an initiative is already being
implemented, but it has no logical conclusion, since the activity of local
governments is extremely low (elements of the Swedish and Italian models
of administrative reform);

— to stimulate the unification of resources of territorial communities
for solving common socio-economic problems of development of
territories without borrowing subventions or subsidies from the state
budget. It envisages widespread implementation of relations of cooperation
in financial, material, administrative and other resources of local self-
government bodies to create and ensure the implementation of joint
programs financed from local budgets under predetermined conditions
(elements of the French model of organization of local self-government);

— to intensify local initiatives of local self-government bodies for the
development of the economy of territories, in particular by involving
municipal enterprises in participation in economic activity, but solely on
the basis of competitive struggle with the private sector. In this way, you
can achieve an increase in direct revenues to local budgets in the form of
profits of such enterprises;

— creation of prerequisites for increasing the legal force of normative
acts adopted by local self-government bodies, thereby expanding their
capabilities in the field of local rule-making. Such changes will make it
possible to respond more quickly to changes in socio-economic and public-
political nature at the level of individual territories without the involvement
of central authorities (elements of American and British models of
organization of local self-government);

— creation of a vertical control over the activities of local self-
government bodies, defining essential criteria for the activities of such
institutions: compliance with the laws of Ukraine; targeted use of local
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budgets; preventing separatist sentiment; prevention of the provision of
unlawful preferences by local governments to economic entities'".

A separate important issue that is being addressed in the process of
decentralization of state power by EU institutions to improve the existing
governance system is to increase the activity and increase the efficiency of
civil society, to better involve civil society in the processes of policy-
making and policy-making at the level of individual countries and
Institutions of the European The union In this regard, activities in this area
should be based on such principles and in compliance with the following
requirements and principles:

— openness — involves active communication with the public in
relation to the tasks and responsibilities of various authorities and state
institutions, as well as decisions taken by them;

— participation — involves the perception of citizens and their
organizations not as passive objects (or subjects) of policy and
administrative decisions, but as direct, active and interested parties who
have the right to participate widely in the process of making administrative
decisions at all stages of policy — from the initial stages and throughout the
cycle of policy and management;

— accountability based on the principles of the right of Europeans to
"good governance", in addition to the traditional types of responsibility
(political and administrative), also implies a duty to respond to the needs of
citizens. This requires a clear division of responsibilities, not only between
decision-makers and institutions, but also between them and civil society
institutions. It also implies a higher level of responsibility on both sides;

— efficiency: state policy, legislative and regulatory systems must
meet real social needs, have clear goals and be taken into account in
assessing their expected impact and previous experience. Political and
managerial decisions must be made in a timely manner and include a
degree of flexibility in their implementation in order to take into account
local conditions or specific features of the management sphere;

— coherence — requires not only political leadership, but also greater
consistency between the various instruments, policy mechanisms and
different strategies for influencing one and the same reality®.

1 Xopt 1.B. BukopucranHs 3aKOpJOHHOT'O JIOCBiTY JEIEHTpai3allii MiCIIEeBOro CaMOBPSIYBaHHS B YKpaiHi
SIK OCHOBHOTO HANPSAMKY KOHCTHUTYIIHHOI pedopMH Ta TMepeayMOoB i MONANBIIOI €BpOiHTerpamii. /
JHenentpamizaris B YKpaiHi: 3aKOHOJaBYi HOBamii Ta CyCHUIBHI criomiBanHsA. KuiB: [HCTUTYT 3akoHOmaBCTBa
BepxoBHoi Pagu Ykpainum, 2015. C. 255-261.
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In the conditions of decentralization and reformation of local
democracy, local self-government faces new challenges and challenges, the
solution of which involves an effective and rapid response both at the
organizational and regulatory levels. Among the main ones we distinguish
the following:

— solving the problem of economic insolvency of the overwhelming
majority of territorial communities and local self-government bodies
regarding the implementation of their own and delegated authority
(economic factor);

— solving the problem of resource insufficiency in the budgets of
territorial communities development for investment in infrastructure
(resource factor);

— effective overcoming of the crisis of communal infrastructure,
threatening wear of heat, water and sewage, water supply networks and
housing stock, which determines the occurrence of man-made disasters
(infrastructure factor);

— the need for a "competent revolution” due to the lack of a clear
division of powers between levels, bodies and officials of local self-
government, resulting in duplication of powers, competing competence and
a number of principles for the emergence of competency disputes between
the named actors at different levels (competence factor);

— overcoming the lack of faith and alienation of local governments
from the population and their corporatisation, closure and lack of
transparency of activities, ineffective utilization of communal property,
land resources, corruption, paternalism in relations with the population
(communicative and subjective factor);

— overcoming the crisis in the personnel policy of local self-
government, the system of training, retraining, training of officials, local
government officials, local councils deputies (staffing factor);

— overcoming the underdevelopment of the independent social sector
of social initiatives and social economy for the production of social,
cultural, residential, informational and other services for the population;
creation of proper conditions for the use of the resource potential of this
sector in local development (the factor of undeveloped infrastructure of the
territorial community itself);

8 Mummamme B.I1. Brums nporecis inTerpanii Ha HAIOHANBHI CHCTeMH JAepikaBHOro ynpasiinms. URL:
http://archive.nbuv.gov.ua/e-journals/FP/2011-/11pvpcdu.pdf.

108



— effective development of forms of direct democracy, overcoming
their underdevelopment and the lack of skills of direct participation in
decision-making on local issues (the factor of the deficit of participatory
democracy);

— overcoming the social disintegration of territorial communities and
the inability of residents to take joint action to protect their rights and
defend their interests in cooperation with local self-government bodies and
local executive authorities and achieve common goals of community
development (motivational factor);

— overcoming a complex demographic situation in most territorial
communities and worsening the quantitative and qualitative parameters of
human resources through their optimization (demographic factor).

The result of this decentralization reform in Ukraine should be the
formation of a new democratic model of governance focused on
strengthening the role of territorial communities, which will enable them to
gain a significant amount of power and control over their own affairs.

2. Reforming the budget system of Ukraine
in terms of decentralization of power

Within the framework of decentralization, the reform of inter-budgetary
relations, changes in budgetary regulation and the budget system takes place.
The role of the budget in the state is determined primarily by the level of
provision of financial resources, the needs of economic and social
development of society, which is carried out on the basis of distribution and
redistribution of gross domestic product. At the same time, the budget serves
as an important means of solving problems envisaged by the state's economic
policy. Possibilities of using the budget as an economic tool for influencing
social and economic development of society are caused by a number of
factors, among which the following are the key ones:

— the budget as an objective economic category reflects distributive
relations that directly affect the economic interests of all subjects of
society: the state, economic entities and the population. It is the distributive
relationship and the intensity of their target orientation that actively
influences the development of social production, contributes to the growth
of its efficiency.

— the budget as an economic category is closely linked to the entire
field of commodity-money relations. The movement of funds and goods,
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the formation and use of financial resources, pricing, the formation of
consumption and accumulation funds — all this is economic relations,
which in one way or another are reflected in the budget. Hence the
adequate effect of it on social production, since the budget affects it not
isolated from other economic categories, and simultaneously and
simultaneously with them.

— the budget is closely connected with the whole sphere of
commodity-money relations, at the same time, occupies a special place in
this sphere. The budget is an integral part of the economic policy of the
state, which reflects the economic relations between the subjects of society,
and acts as an important means that actively influences social and
economic development of society, on all aspects of social relations. The
budget concentrates the economic potential of society, is an effective
means of growth and improvement of social production®®.

— the budget reflects the results of one of the main functions of the
state — the management of the economy, which is an interconnected system
of administrative and economic methods, with which the state deliberately
determines the process of expanded reproduction. All large-scale economic
events in the society occur with the direct use of the budget.

Reforming the budgetary system of Ukraine in the part of
decentralization of power should take place taking into account such
important principles as stability, justice and stimulation of entrepreneurial
activity among citizens, as well as stimulation of investment and
innovation activity. To test the hypothesis of the effect of scale. Successful
budget decentralization involves the following steps:

1. Establishing, in accordance with the provisions of the Concept of
Reforming Local Self-Government and Territorial Organization of Power,
their territorial basis of activities.

2. The division of powers between local governments to transfer them
to the authorities close to the population.

3. Distinction of powers between local governments and executive
authorities: the main powers of local state administrations are transferred to
local self-government bodies, and the executive authorities only leave
control.

4. Determination of the need for financial resources and
implementation of measures aimed at filling local budgets.

19 Kopanenxo JI.I. ®inamcy, rpomri Ta kpenut: Hapd. nociOuuk / JI.1. KoBanenko, B.B. Benrep. K.: Llentp
yuaboBoi siteparypu, 2013. 578 c.
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5. Introduction of accountability of local governments to voters and
the state for the effectiveness of its activities®.

The key areas of fiscal decentralization, which are determined by the
need to address shortcomings and address the problems of the current
model of intergovernmental fiscal relations, include the following:

1. Reducing the quality of public services due to insufficient financial
support of local self-government bodies for carrying out delegated
authorities and a tendency to decrease its volume in recent years. In order
to ensure the stable execution of powers delegated by the state, the share of
its own resources from the realization of self-government powers imposed
on them by the legislation is sent annually.

2.Low level of financial-resource base of local self-government
bodies for realization of their own powers. In Ukraine, the share of
expenditures of local budgets on the exercise of their own authority is the
smallest among the countries of Europe. If in the structure of expenditures
of local budgets expenditures on own authority in Poland make up 26.6%,
Latvia — 34.2%, Slovakia — 31.6%, then in Ukraine the same indicator is
only 9.2%.

3. Reducing the level of budgetary provision for the maintenance and
development of local infrastructure. This indicator is 448 UAH per capita
in Ukraine. and is the lowest among European countries. There is
uncertainty about the prospects for modernization of fixed assets of local
self-government (with the current system of financial support of local self-
government, the update will last more than 58 years).

4. Growth of local budget deficits due to poor central budget planning
and the resulting deterioration in the quality of public services provided by
local government bodies. In particular, in 2017, 472 out of 692 local
budgets (over 68%) having direct intergovernmental fiscal relations with
the state budget did not fulfill the calculations of the Ministry of Finance of
Ukraine, and the volume of local government debt amounts to more than
UAH 9.8 bn.

5. Limitation of the ability of local self-government bodies to dispose
of their funds through blocking them in the system of the State Treasury
Service of Ukraine.

6. The absence of a valid system of social standards and norms of the
algorithm for the clear definition of the value of a public service and,

0 Kyspkin €.10. B fenenTpanisanii Ha po3Butok perionis. Haykosi mpami HII®L 2016. Ne 3 (76).
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accordingly, a lack of financing of their provision at the level of local self-
government. As a result, budget institutions have some problems with
logistics, with skilled personnel, the size and conditions of remuneration
which are worse than in the private sector of the economy.

7.The lack of opportunities for local authorities to attract cheap
financial resources from foreign creditors, as the mechanisms for obtaining
local borrowing and providing local guarantees are strongly bureaucratized
by law. For example, the right to participate in such operations for
settlements with a population of up to 300 thousand people is limited, and
decisions on the approval of conditions and amounts for the
implementation of local borrowings and the provision of local guarantees
are taken by profile ministries and services on the basis of subjective
criteria)®.

Modern reform of the budget system should be carried out according
to the following principles:

1. In the budget process:

— inventory and assessment of budget funds as the basis for budget
formation and definition of long-term goals of fiscal policy;

— introduction into the budget process of the system of economic and
financial forecasting, development, implementation and evaluation of the
implementation of medium and long-term fiscal policies, ensuring long-
term budget balancing, prioritizing and optimal correlation of current and
investment expenditures, own and borrowed funds;

— improvement of the depth and accuracy of budget planning,
reducing the number of revisions of budget parameters, ensuring the
timeliness of current settlements and repayment of accrued debts that arose
earlier;

— distribution of budgets of current and capital costs, development
and compliance with investment process standards, application of the
formalized methodology for selecting and evaluating the effectiveness of
investment projects, criteria for their financing from budget funds;

— improvement of the treasury system of budget maintenance in order
to ensure the efficiency of management of budget resources, increase their
liquidity, record budget commitments, consolidate extrabudgetary funds,
ensure transparency and targeted use of budget and extrabudgetary funds;

2! Jlompap JLII. Hampsivu pearmiamii MOMITHKE AeHEHTpaii3amii B yMOBaX PO3MIMPEHHS MPAaB MiCIEBHX
opraHiB Biagu 1 3abesmedeHHs iX (¢iHaHcOBoi Ta OropkerHoi camocriitHocti / JLIL. Jlommap //
Cepis «Exonomika». 2015. Ne 61.
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— ensuring transparency of the budget process for legislative bodies,
local self-government, population, investors, creditors of the country;

— creation of a system of training and retraining, training of
employees of financial institutions in order to improve the efficiency of
financial management at the state and local levels, development and
introduction of modern management methods, including through the use of
technical assistance and advisory services.

2. In the field of intergovernmental fiscal relations:

— ordering the budgetary system and ensuring the balance of budget
commitments and sources of state and local budget revenues;

— a clear separation of expenditures of state and local budgets on a
long-term basis, using common criteria and approaches;

— reduction of obligations of local budgets not provided with sources
of financing;

— the long-term differentiation of sources of income formation of
budgets of different levels, as well as the establishment of uniform norms
of deductions from national and local taxes to the budgets;

— creation of an objective and transparent system of distribution of
financial assistance to local budgets on the basis of estimates of tax
capacity and regulatory expenditures of local budgets;

— monitoring and assessing the state of local budgets, creating
incentives for local governments to improve the efficiency of local
financial management.

3. In the field of management of budget expenditures:

— formation and use of criteria for spending budget funds and
assessing the effectiveness of these costs, conducting regular surveys and
audit of budget expenditures;

— certification and standardization of public services, the introduction
of formalized methods for assessing their full value, taking into account
financing at the expense of budgets, as well as the quality and accessibility
of public services;

— ensuring the optimal level of independence of budgetary
Institutions, creating incentives for their effective use of budget funds;

— restructuring of budget institutions and state enterprises, expansion
and stimulation of access to the market of public services of other legal
entities;
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— reduction of budget subsidies provided to the branches of the
economy, including housing and communal services;

— transition to targeted social assistance to low-income citizens in the
form of cash compensation;

— development of the system of state procurement and procurement
on a competitive basis in order to meet state needs;

— increase of efficiency of budget investments in infrastructure
necessary for maintenance of state needs;

— limitation of participation of state authorities and local self-
government in commercial activities®.

3. Development of mechanisms of realization
of social policy of the state at the local level

The decentralization of power implemented in Ukraine, aimed at
increasing the role of local and regional authorities and government. It is
they who are able to perform most of their tasks and social policy
effectively, as this process can take into account the various specific socio-
economic features, cultural and historical traditions of the region and the
locality. This makes social policy more flexible, dynamic, more adequate
to the needs of social practice, social life. Decentralization in social policy
will not only not reduce the effectiveness of its implementation, but will
also strengthen it as a coherent system that allows each entity, an element
of its structure, to focus on a particular vertical or horizontal level in
solving its tasks.

The basis for a new philosophy of implementing social policy in its
centralized and decentralized dimension should be the weighted, gradual
but decisive shift of such a policy from one-dimensional and monotonous
to multidimensional and diverse. Social policy reflects the social being, the
processes of social development, which in themselves are multifaceted,
multidimensional. Consequently, social policy, implemented on scientific
principles, should be multidimensional and multi-level, with various
directions, social measures, which differ both in terms of content and form
of implementation.

The reform of social policy involves the creation of conditions for
enrichment as a social being, especially in its regional dimension, as well

22 PedhopMyBaHHs GIOKETHOI CHCTeMH YKpaiHM Ha iHHOBALIMHIX 3acafax : MOHOrpadis / KONEKTHB aBTOPIB
[3ar. pemakuis @. O. Spomenka]. — K. : MinictepctBo ¢inancis Ykpainu, 2010. 544 c.
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as the content and directions of the implementation of social policy, the
combination in the process of its implementation of centralized and
decentralized principles. Any simplification of social policy, any of its
association, reduction to one-dimensionality, monotony, impoverishes the
social policy of the state, deprives it of alternative development as an
Important basis for its stability. At the same time, the multifaceted social
policy involves the formation and implementation of its general principles,
a unified philosophy on a nationwide scale.

The new philosophy of centralizing social policy should not be based
on the resuscitation of centralism of the past decades, not on restoration of
the structure of centralization of the Soviet times, but on the reformation of
the content and forms of such centralization on the basis of a dialectical
combination of state administration and regional self-government in
implementing social policy, optimal interconnection of regulation and
self-regulation in the development of processes of social life®,

In view of the fact that centralized management is an instrument of the
state's implementation of social policy, it should be based on management
activity, which excludes the sole, unilateral adoption of other state
decisions in the sphere of social development, at the same time, only at the
highest level of the state, a mechanical increase in structure managerial
hierarchy of the number of required levels.

The new philosophy of centralized management as a means of
implementing social policy should be based on a system of varieties of
managerial decisions in the field of social being, adopted by various actors
of social policy at all levels of the management hierarchy, including lower
ones; it should be based on the full independence of such entities, which is
a prerequisite for the processes of differentiation of social policy, an
organic combination of centralized and decentralized principles in its
implementation.

It is possible to achieve the best results in the implementation of social
policy only if further decentralization of state power, the refusal of cross-
cutting and comprehensive centralization is possible. As a subject of social
policy, the state itself should define and develop only the general
philosophy of social policy, the basic principles of such a policy, as well as
strategic directions of activity of regions for regulating the processes of
social life. In addition, the state is assigned a coordination function, which

2% Xapuenko A.M. Comianssa npobiema rnodamizauii — GimicTs: muisxu ii mogonanus. TparchopMmartis
riiobanbHOi ekoHoMikd. 2012. Ne 1 (5). C. 7-12.
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is to determine the main priorities among the most radical and global
problems of social development of the state.

At the same time, the subject of implementation of social policy at the
local level of the state becomes a region, which is assigned the task of
implementing the social policy of the state. It is useful for regions to
become free creative self-organization and self-regulation of local social
potential. An indispensable factor in the optimization of centralized
principles in social policy carried out by central authorities should be the
final overcoming of command and administrative elements in the
realization of its tasks, creation of conditions for the full functioning of
self-regulatory processes of development of social being®.

The result of this process should be the output of central government
agencies for a comprehensive analysis of trends that have an impact on the
development and functioning of the region, to foresee both positive and
negative factors that have an impact on the social development of the region.

The new concept of centralized management as a mechanism,
instrument for implementing social policy should proceed from the need to
consider the region not only as an object but as an active subject of social
activity with a high level of self-regulation of local social and economic
potential. This implies high flexibility in the process of such centralization,
the independence of regional policy actors in solving the tasks in the
sphere of social life, their constant readiness for social innovations®.

The main task of the centralized management should be, first of all, to
ensure conditions for a full-fledged free social activity of various subjects of
social policy, first of all personality, in establishing a mechanism for the free
expression and realization of the will of people living in these regions in the
sphere of economic, social relations, their creative amateur action Such
centralization should include the creation of conditions for the consolidation
of a growing diversity of variants of life in society, excluding any form of
administrative regulation, petty regulation of behavior and activities.

The state as the coordinating subject of social policy, focusing on the
key, most global and fundamental problems of regulation of social
processes, in particular, on the implementation (and financial support) of
national social programs, the provision of social guarantees established by

2 I'epacumenxko I'.B. KoHrentnist comiaibHOi IepKaBU: €BOIIONIS HAYKOBUX IOTJISIIB 1 Cy9acHI BUKIIUKH.
Bicank XHY. Cepist «Exonomiuni Haykm». 2012. Ne 3. T. 1. C. 202-205.
Xapuenko A.M. ComnianpHa mpoGiema riobamizamii — OimHicTh: nuisixu i momonanHs. TpaHcdopmamnis
rinobanpHoi ekoHoMiku. 2012. Ne 1 (5). C. 7-12.
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law, the main functions related to implementation multifaceted, concrete
tasks of social policy, should be transferred to local and regional
authorities®.

This is due to the fact that most social development issues need to be
addressed at the local, regional level, and therefore implementation of the
basic, everyday tasks of social policy should be directed at this level. The
socioeconomic feasibility of decentralization determines the need for local
government bodies to implement the main components of social programs,
namely:

— creation of conditions for strengthening of social security of a
person, his social protection;

— realization of human health;

— development of education and culture, etc.

At the same time, the process of decentralization of social policy
should establish an adequate financial and economic base, fiscal policy that
would allow local authorities to ensure the implementation of social
programs with an appropriate amount of financial resources. At the same
time, the state should control the financial autonomy of local authorities
and regions in order to ensure the development of the social sphere.

Thus, the main task, the guideline and priority of the process of
implementing the social policy of the state in terms of its centralized and
decentralized principles is the decentralization of public administration by
transferring the main regulatory functions of public administration from
top to bottom to the regional, local level through their redistribution. At the
same time, the implementation of social policy is incompatible with
excessive centralization, rigidity and excessive decentralization. Extremists
inevitably lead to the loss of dynamism in social policy, and therefore a
sense of measure between centralism and decentralization in its
implementation is necessary.

CONCLUSIONS

At the current stage of Ukraine's development, the decentralization of
state power is not so much and not only a requirement of time or
commitments made by Ukraine under the European Charter of Local Self-
Government and other documents, as the desire of the domestic
community to introduce qualitative changes that would correspond to

%8 Cewmi JLK., Cemis p.A. ExoHOMiuHi acrieKTH (yHKITOHYBaHHS MiCIIEBOTO CaMOBpsIyBaHHs. PerionansHa
ToMiTHKa YKpaiHU: HAyKOBI OCHOBH, MeToau, MexaHismu. 1998. Y. 1. C. 223-228.
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further democratic development. States, allowed to carry out systemic
reforms of central bodies of state power and local self-government, would
help to overcome widespread corruption in the country, the formation of a
functioning civil society and its involvement in the formation and
implementation of state policy.

The implementation of the reform of state power involves the
iImplementation of a wide range of complex and diverse democratic
measures, redistribution and division of powers and responsibilities
between state authorities and local self-government bodies, transferring
from the state to a wider range of functions and resources, financial and
material, etc., to the bodies of local self-government.

The international and European experience in particular shows that an
efficient decentralized system of territorial organization of public
administration and governance is an integral part of a modern democratic,
rule-of-law state. The institutional basis of such a system is the ability of
local self-government and the participation of citizens in management at
the regional level, as a result — balanced regional development.

SUMMARY

The section is devoted to the definition of theoretical and
methodological aspects of the reform of decentralization of state power,
the reasons that led to the spread of the decentralization process in the
world and Ukraine, the main achievements of decentralization. The author
carried out the classification of decentralization in view of its main
features, the main forms of transfer of authority from the central to the
local level are allocated. Given the fact that the introduction of
decentralization is a long and complicated process, a number of successive
stages of this process are identified with the corresponding phases inside,
the failure to comply with general logic leads to a loss of balance of public
authority.

One of the most important aspects of the success and effectiveness of
the management process on the basis of decentralization already made is
the correctness of choosing the balance of relations between the territory
and the center, the division of powers between the state and local levels of
state power. For this purpose, the author proposed a scheme of distribution
of powers between state and local levels of state power.

Separately, the issue of regulating the decentralization of state power
in international law is considered. It is established that the main
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international instruments that reflect the principles and mechanisms of
decentralization are: international standards and principles of the Strategy
for Sustainable Development, United Nations Program, European Charter
of Local Self-Government, OECD experience, Fiscal Transparency Guide,
Code of Good Practice on the transparency of the IMF's fiscal system. The
principles of decentralization, which are fundamental for the formation of
the European (democratic) model of power at the subnational territorial
levels, are highlighted.

The analysis of practical steps of the decentralization of state power in
Ukraine is presented, the stage of this process has been staged since
Ukraine became independent until the present. There are a number of key
measures and actions to be taken to get the best effect and the most
significant results from the decentralization of state power and the reform
of the administrative-territorial system in Ukraine.

The issue of reforming the budget system of Ukraine in the part of
decentralization of power is paid attention. It is determined: key directions
of implementation of budget decentralization, in order to eliminate the
shortcomings and solve the problems of the current model of
intergovernmental fiscal relations; the principles upon which modern
budget system reform is to be implemented. The issue of development of
mechanisms for realization of social policy of the state at the local level is
considered, because the decentralization of power implemented in Ukraine
Is aimed at increasing the role of local and regional authorities and
administrations that are able to effectively carry out most tasks and social
policy on the ground.
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