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FINANCIAL SUPPORT AND EFFICIENCY OF IMPLEMENTATION

OF GOVERNMENT HOUSING ACCESSIBILITY PROGRAMS IN UKRAINE

Abstract. The state of financial support of seven state programs of housing affordability,
which currently operate in Ukraine, has been studied and analyzed. As a result, the most effective
programs in terms of state aid and the average amount of state aid per recipient were identified. The
main significant shortcoming in the implementation of state programs for housing affordability is
their constant underfunding from the state budget, which hinders the manifestation of a synergistic
positive effect. Deficit of budget funds and restrictions or complete refusal to allocate budget
allocations to finance state support for housing affordability programs for various categories of the
population negatively affect the state of development of the residential real estate market in
Ukraine. This constrains both the demand and the supply of housing due to the lack of financial
resources to cover the existing investment needs both at the construction stage and during the sale
of already built residential real estate. The multiplier effect from the implementation of state
programs of housing affordability on the revival of the real estate market by attracting citizens’ own
funds to the construction industry is determined. The priority mechanisms for providing housing to
Ukrainians are outlined: mortgage loans at 7% per annum with a down payment of 15% of the cost
of housing and financial leasing at 5% without down payment, which are aimed primarily at
supporting the population of Ukraine and strengthen protection of interest’s citizens. There is a need
to improve financial and credit instruments that overcome the problem of lack of financial resources
for the real estate market and help to quickly create the necessary residential real estate, taking into
account the strategic interests of all participants — individuals (investors), developers, banks and
non-bank financial institutions, state and local authorities, as well as local communities.
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®IHAHCOBE 3ABE3IIEYEHHSI TA EOEKTUBHICTD PEAJIIBAILIT
JTEPXKABHUX ITPOTPAM JJOCTYIHOCTI JKUTJIA B YKPATHI

AHoTtanisi. JlocnmimkeHo 1 TpoaHali30BaHO CTaH (DIHAHCOBOTO 3a0e3MedYeHHsT CeMU
JEep)KaBHUX TPOTpaM JTOCTYIHOCTI KHUTJA, IO [IIOTh HAa ChOTOAHI B YKpaiHi. Y pe3ysbrari
BU3HAYCHO HAMOUIBII e(heKTUBHI MPOTpaMu 3a 00CATaMy HaJlaHHS JIEP>KaBHOT JOIIOMOTH 1 CepeTHIM
pO3MIpOM Jep>KaBHOI JOMOMOTH Yy PO3PaxXyHKy Ha OJHOro orpumyBaya. OCHOBHHUM CYTTEBUM
HEJIOJIIKOM Yy peami3aiii JepkaBHUX TMpOTpaM JOCTYIHOCTI JKUTIIAa € TIOCTIMHE IXHE
Heo(iHAHCYBaHHS 3 JEP)KaBHOTO OIO/KETY, SIKE CTPUMYE TPOSIB CHHEPTETUYHOTO TO3UTHBHOTO
edexty. Jlepinut OMOMKETHUX KOMITIB W OOMEXKEHHs abo IOBHA BiAMOBA BiJ BHJIUICHHS
OIO/PKETHUX acUTHyBaHb Ha (piHaHCYBaHHS JEp>KaBHOI MIATPUMKH 3a MPOrpaMaMu IiJABHUILEHHS
JOCTYIHOCTI KHUTIA JJisi PI3HUX KaTeropii HaceleHHS KpaiHW HEraTWBHO BIUIMBAIOTh Ha CTaH
PO3BUTKY PHHKY JKHUTJIOBOI HEPYXOMOCTI B YKpaiHi, CTPUMYIOYH SK TOIUT, TaK 1 MPOTO3UIIIIO
KUTHA depe3 Opak (piHAHCOBUX PECYpCIB I MOKPUTTS HASBHUX 1HBECTHUIIMHHMX MOTpPeO SK Ha
cranii OyAIBHUIITBA, TaKk 1 MpH peami3amnii Bxe 30yq0oBaHUX 00’ €KTIB JKUTIOBOI HEPYXOMOCTI.
Busnaueno MynbTHILTIKAIIAHAN €dEeKT BiJ peasizaiii JepkaBHUX POrpaM JOCTYITHOCTI JKUT/IA Ha
MO’KBABJICHHSI PUHKY HEPYXOMOCTI IUISIXOM 3aJyYeHHs BJIACHUX KOIITIB TPOMAJsiH y OyiBEJIbHY
rainy3b. OKpecIeHO TPIOPUTETHI I JASp>KaBHOI MIATPUMKHA MEXaHI3MHU 3a0e3MeueHHs yKpaiHIIiB
KUTIIOM: 1MOTEYH1 KpeauTH mi 7 % pluHMUX 13 mepumuM BHeckoM Bin 15 % Big BapToCTi KUTia
1 ¢iHaHcoBM Ji3uHT mig 5 % 06e3 meprioro BHECKY, SIKI CHPSMOBaHI, MepeayciM, Ha MIATPUMKY
HacelleHHs YKpaiHM 1 NiJACWIIOITH 3aXUCT 1HTepeciB TpomalsiH. OOyMOBIEHO HEOOXIJIHICTh
YAOCKOHAJIEHHSI (DIHAHCOBO-KPEIUTHUX 1HCTPYMEHTIB, 110 J0Jal0Th pobiieMy Opaky (iHaHCOBHUX
pecypciB st TOTped pUHKY HEPYXOMOCTI 1 Jal0Th 3MOTY IMIBHJIKO CTBOPUTHU TOTPIOHI 00’ €KTH
KUTIIOBOI HEPYXOMOCTI, 3 YypaxyBaHHSM CTpaTeriyHUX IHTEPECIB yCiX MOro y4acHUKIB —
HaceneHHs (iHBecTOpiB), 3a0y/IOBHHKIB, OaHKIB 1 HEOAHKIBCHKHX (DIHAHCOBUX YCTaHOB, JEP)KaBU
1 MICIIEBUX OPTaHiB BJIaJIA, & TAKOX MICIIEBUX TPOMa].

Kntwowuosi cnoea: dhinancoBe 3abe3nedeHHs, JepikaBHA MpOTrpamMa, 1HBECTHUIIIWHI MPOEKTH,
(b1HAHCOBO-KPEAUTHI 1HCTPYMEHTH, IMOTEYHI KpPEAUTH, (PIHAHCOBUU JII3HUHI, PUHOK IKUTIIOBOI
HEPYXOMOCTI.

®opmyi: 0; puc.: 1; Tadm.: 1; 616:1.: 10.

Formulation of the problem. The underdevelopment of the financial market in Ukraine and
the small share of the real estate market in its composition had a negative impact on the indicators
of the usage of the real estate as a type of capital circulating in a characteristic segment of the
financial market — real estate market in general and residential real estate in particular. Current
trends in the development of the domestic residential real estate market authenticate that
government programs to increase housing affordability are an important tool for improving the
existing and introducing a new financial and investment mechanism for state support for the
construction (acquisition) of affordable housing.

Analysis of recent research and publications. The issue of the development of financial
and credit instruments to ensure the functioning of the residential real estate market in Ukraine has
been studied by such domestic scientists as T. Voronkova, D. Halahan, P. Hudz, A. Diachenko,
S. Sharova, V. Kovtun, O. Mukhin, K. Pavlov, V. Prokopenko, A. Holovko, M. Stolbova,
H. Zahorodnii, and others. Nevertheless, the issue of the effectiveness of state housing affordability
programs in Ukraine as a financial and credit instrument for financing the investment needs of the
residential real estate market remains insufficiently studied and is becoming increasingly important
in the crisis phenomena in the economy and low creditworthiness of borrowers.

The purpose and objectives of the study. The purpose of the study is to assess the
financial support of state housing affordability programs currently in force in Ukraine and the
effectiveness of their implementation. As well, determining the most effective way to provide
housing to the population by implementing a mechanism of providing preferential long-term
housing loans and other credit instruments of finance real investment projects.

Recital of the main material. The peculiarity of state support through the mechanisms of
implementation of state programs of housing affordability is the creation of a powerful synergetic
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effect by simultaneously attracting funds from the population, which is three times higher than the
effect of direct budget funding [1, p. 112].

The effectiveness of state housing programs in Ukraine is an important indicator of the
impact of state support on the functioning and development of the residential real estate market and,
in our opinion, has the potential for growth.

Providing citizens with affordable housing in Ukraine is carried out by providing state
support, which consists in the paying of the state [2]:

e 30 percent of the cost of construction (acquisition) of affordable housing;

e 50 percent of the cost of construction (acquisition) affordable housing for citizens

covered by the status of war veterans and guarantees of their social protection,

e 50 percent of the construction cost (acquisition of affordable housing and/or preferential
mortgage loan for citizens covered by the Law of Ukraine «On Ensuring the Rights and
Freedoms of Internally Displaced Persons»)

Except for the state program of providing affordable housing, citizens may have access to
local support programs, which may be determined by special conditions established by current
regulations at the regional level.

Thus, the amounts of expenses of the taxpayer to pay for the construction (acquisition)
disbursements of affordable housing, defined by law, including the repayment of preferential
mortgage loan granted for such purposes, and interest thereon, refers to the list of costs allowed for
inclusion in the tax discount [3].

During 2010—2020, seven state targeted programs to provide citizens with affordable
housing (hereinafter — the Programs) were implemented in Ukraine. 4807.8 million UAH of state
aid was provided within the framework of their implementation during the specified period at the
expense of budget funds to improve housing conditions for 53,178 people and their families
(Table).

Table
Cumulative indicators of implementation of state target programs for providing citizens
with affordable housing in Ukraine in 2010—2020
Number of recipients

State aid provided of state aid Th: n?(\)fs::ge
State program AISZ‘;;“’ S]le.mhfitc Deals Specific | of assistance,
o W ;g i weight, % | thousand UAH
million Yo
The State Socio-Economic Program «Affordable 978.7 20,36 5103 9.60 191.8
Housing»
The State Program for Housing Youth (providing
soft loans to young families for the construction 1626,0 33,82 3527 6,63 461,0
[acquisition] of housing)
The State program that provides
for the cheapening of mortgage loans to provide
affordable housing to citizens in need of better 484.7 10,08 3357 6,69 1363
housing conditions (3/13)
The State program of partial compensation of
interest rate on loans of commercial banks to young 629.7 13.10 17885 33.63 352

families and single young people for construction
(reconstruction) and acquisition of housing

Providing soft loans to young families at the
expense of the State Fund for Support of Youth 508,0 10,57 1077 2,03 471,7
Housing Construction (Derzhmolodzhytlo)

The State program to provide preferential long-term
state credit to internally displaced persons,

participants in the anti-terrorist operation and the 276,7 3,76 S 0,96 415
Joint Forces Operation to purchase housing
The StaFe Target Program on Village Development 304.0 6.32 21518 40,46 14,1
of Ukraine

Total| 4807,8 100,00 53178 100,00 90,4

Source: calculated by the author according to statistical data [4; 5].
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At the same time, 33.82% (UAH 1,626.0 million) of state aid for providing affordable
housing was provided within the State Program for Housing Youth (providing soft loans to young
families for construction (acquisition) of housing), 20.36% (UAH 978.7 million) — «Affordable
Housing», 13.10% (UAH 629.7 million) — under the program of partial compensation of the
interest rate of commercial bank loans to young families and single young citizens for construction
(reconstruction) and purchase of housing, 10.57% (UAH 508.0 million) — within the framework of
providing soft loans to young families at the expense of the State Fund for Support of Youth
Housing Construction (Derzhmolodzhytlo) and 10.08% (UAH 484.7 million) — under the State
program to reduce the cost of mortgage loans (see 7able).

The smallest amounts of state aid were provided under a relatively new program — the State
program to provide preferential long-term state credit to internally displaced persons, participants in
the anti-terrorist operation and the Joint Forces Operation to purchase housing (5.76% of the total),
and closed in 2015 The State Target Program on Village Development of Ukraine (6.32%) [4].

As a result of the implementation of state programs to support housing construction in the
construction sector attracted an additional 1062.6 million UAH of own contributions of citizens,
which is 244% of the allocated funds from the State budget) [4].

As can be seen from Fig., on average, one recipient was provided with UAH 90.4 thousand
of state aid to improve living conditions in 2010—2020.

Total T 90,4

The State Target Program on Village
Development of Ukraine
The State program to provide preferential
long-term state credit to internally...
Providing soft loans to young families at the
expense of the State Fund for Support of...
The State program of partial compensation of I 352
interest rate on loans of commercial banks... ’
The State program that provides for the
cheapening of mortgage loans to provide... ) 1363
The State Program for Housing Y outh
(providing soft loans to young families for..

The State socio-economic program T 1918
"Affordable Housing" ’

d 14,1

\ | 541,5

\ | 471,7

\ | 461,0

0,0 100,0 200,0 300,0 400,0 500,0 600,0

Fig. The average amount of state aid per recipient in terms of State target programs
to provide the population with affordable housing in 2010—2020

Source: author’s calculations based on statistical data [5; 6].

In terms of the amount of state aid and the average amount of state aid per recipient, the
most effective programs, among others, are:

e The State Program for Housing Youth (providing soft loans to young families for the

construction (acquisition) of housing);

e The State Socio-Economic Program «Affordable Housing.

Financial support of the Programs is provided from the general and special funds of the state
budget and local budgets. In comparison with the expected results from the implementation of the
programs planned in the passport of each program, it should be noted a significant underfunding of
programs from both state and local budgets [7—9].

Thus, the crisis phenomena in the economy, which causes a deficit of budget funds and
restrictions or complete refusal to allocate budget appropriations to finance state support for
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programs to increase housing affordability for various segments of the population, negatively affect
the state of the residential real estate market in Ukraine, restraining both the demand and supply of
housing due to lack of financial resources to cover existing investment needs both at the
construction stage and during the sale of already built residential real estate.

From an economic point of view, government programs are aimed at stimulating the demand
for housing through partial compensation for the expense of the purchasing of housing by the low-
income groups by compensating part of the interest rate and providing loan guarantees, facilitating
the conditions for obtaining loans for certain categories of citizens. However, the constant
underfunding was not allowing the positive effect to be fully manifested.

The main source of financing the investment needs of the residential real estate market is the
funds of developers and the population. Bank loans do not have a significant impact on the
dynamics of the residential real estate market development, as due to the low creditworthiness of
borrowers (individuals and legal entities), short-term loans for major repairs and mortgage loans
secured by housing are in demand.

In addition, the available financial and credit instruments used in the residential real estate
market are mainly focused on stimulating the demand for housing by expanding the opportunities
for the population to obtain bank loans, in particular through government support. Crisis
phenomena and macroeconomic problems (budget deficit, distortions in levels of interest rates,
profitability, construction prices, etc.) cause a situation where banks cannot develop investment
lending, which best meets the needs of developers. Under such conditions, the financial risks
inherent in housing as an object of investment are transferred to buyers, the danger of financial
pyramids and insecurity of investors’ interests increases, the development of financial
intermediation and bank lending is hindered.

Factors that hinder the development of the modern real estate market in Ukraine include:

e slow development of mortgage lending;
inefficiency of taxation of residential real estate;
understatement of the price of the transaction with residential real estate;
making financial calculations outside financial control;
lack of mechanisms for accumulation of private investments for urban development with
insufficient budget funding;

e lack of integration mechanisms securities market and real estate market;

e lack of a unified state policy for the development of the residential real estate market.

Currently, state programs for affordable housing are aimed primarily at supporting the
population of Ukraine. In addition, they have a multiplier effect, which helps to revive the real
estate market and the inflow of funds into the construction industry. Providing citizens with
affordable housing requires a significant amount of their own funds to purchase housing. However,
most categories of the population targeted by these government programs lack their own funds to
make the down payment. According to economic practice, under such conditions it is impossible to
achieve a tangible effect in providing housing for the low-income groups.

In order to concentrate financial resources and more effectively implement new mechanisms
for providing Ukrainians with housing, a law on merging the State Mortgage Institution and the
Ukrainian Financial Housing Company was adopted and issuing UAH 20 billion of government
bonds for an affordable mortgage program was envisaged. First of all, the efforts of the merged
company will be focused on two programs, namely: the first — a mortgage at 7% per annum with a
down payment from 15% of the cost of housing; the second — financial leasing at 5% without
down payment. In the long run, interest rates will be decreasing and the conditions of the program
will be improving so that more and more potential borrowers will be able to take advantage
of'it [10].

The difference from a mortgage and the undoubted advantage of financial leasing for the
borrower is the absence of a mandatory down payment. And for low-income people, this is a strong
argument. Also, no collateral is needed and a level of credit risks is much lower. This approach
allows to avoid the threat of foreclosure by third-party lenders. Under conditions of financial
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leasing, state funds are not invested in construction, but only in ready-made housing, which also
strengthens the protection of citizens’ interests. The «disadvantages» include the fact that with a
mortgage a person immediately acquires ownership of housing. In the case of financial leasing,
ownership is granted only after full repayment of the value of the apartment and interest [10].

Despite the existing features of mechanisms for providing citizens with affordable housing
through the implementation of various government programs, they all have one vice in common,
namely: constant underfunding, which restrains the manifestation of a synergistic positive effect in
full. Therefore, the urgent task is to improve financial and credit instruments that overcome the
problem of lack of financial resources for the real estate market needs and allow you to quickly
create the necessary residential real estate, taking into account the strategic interests of all its
participants — individuals (investors), developers, banks and non-banks. financial institutions, the
state and local authorities, as well as local communities.
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