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FINANCIAL REGULATION OF SOCIAL DEVELOPMENT IN UKRAINE

Abstract. The article considers the regulation of public finance, which affects the
development of the country and is focused on supporting the population of the country. It is marked
that for realization of social function of the state the purpose of incomes and expenses of the state
budget is creation and construction of the state means providing the basic parameters of life of the
person and society. It is determined that the social purpose of state budget transfers to local budgets
is to ensure the integrity of national society, social harmony, and stability in society through the
distribution of state financial flows and public goods between regions of the country to promote
sustainable socio-economic and cultural development of individual regions and countries as a
whole.

Attention is focused on the main features of financial support for state social programs:
financial support is implemented in accordance with the adopted regulations, indicating that the
processes of creating and directing financial resources to implement state social programs are
controlled by state authorities and civil society — the funds of economic entities, households,
foreign governments (directly or indirectly), funds of international organizations and foundations,
funds of the state Financial support for social programs is the allocation of a certain amount of
funds to carry out the tasks associated with this process, defined in the social and fiscal policy of the

1 8 2 ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 Ne 6 (41)

state. It is defined that financial support is one of the factors influencing the quality of life through
the development of a particular social object.

A review of the functional totality of the individual elements and processes of social reality
creates a system of social reproduction. In the individual economy, reproduction takes place in the
form of a continuous cycle of adequate income or capital to ensure the life and economic activity of
the individual. At the same time, certain parameters of reproduction are not only implemented by
direct participants in the process, but also deliberately set and adjusted by them. It is determined
that the main source of financial resources in the sphere of social protection is GDP in the process
of distribution and redistribution, which can be divided into three main groups: centralized state
funds; state decentralized funds; private social funds.

Keywords: state, regulation, taxes, finance, support, development, population, reform.
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®IHAHCOBE PET'YJIOBAHHS COIIIAJIBHOI'O PO3BUTKY B YKPAIHI

AHoTauis. Po3risHyTO peryiroBaHHS Jep:KaBHUX (iHAHCIB, SIKi BIUTMBAIOTH HA PO3BHTOK
KpaiHU Ta OpIEHTOBAaHI HAa MIATPUMKY HacelleHHs Kpainu. Haromomeno, mo st peamizarii
couianbHOI (DYHKIT Jep)KaBU METOIO JOXOIB 1 BHJIATKIB JIEP>KaBHOTO OIO/DKETY € CTBOPEHHS Ta
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nmoOy/I0Ba JIep>KaBHUX KOINTIB, IO 3a0e3Meuyl0Th OCHOBHI TMapaMeTpH KHUTTS OCOOHMCTOCTI Ta
CycniuibcTBa. Bu3zHadeHo, 110 colfiajibHa MeTa TpaHCQEpTiB 13 Jep>KaBHOTO OIOJKETY /10 MICIIEBHX
OrODKETI1 ToJsirae B 3a0€3MEeUeHHI IITICHOCT] HalllOHAJTLHOTO CYCIUIBCTBA, COIIaIbHIN rapMOHii Ta
CTabUIBHOCTI B CYCHUIBCTBI IUISXOM PO3MOJAUTY JAEpKaBHUX (PIHAHCOBHUX IMOTOKIB 1 CYCHIIBHHX
OJar MiX perioHaMu KpaiHM 3aJyIsl COPUSIHHS CTAJIOMY COLIaJIbHO-€KOHOMIYHOMY Ta KYJbTYPHOMY
PO3BUTKY OKPEMUX PETIOHIB 1 KpaiH 3arajoM.

AKIIGHTY€ETbCSI yBara Ha OCHOBHHX OCOOJMBOCTSX (PIHAHCOBOTO 3a0e3MeueHHs JepyKaBHUX
CoLllaTbHUX Mporpam: (iHaHCOBA MIATPUMKA pealli3yeThCs BIAMOBIIHO 10 YXBaJICHMX HOPMAaTHBHHIX
aKTiB, a I1¢ CBITYUTH MPO TE, IO MPOIECH CTBOPEHHS 1 CIpsAMYyBaHHS ()IHAHCOBHX PECYPCIB IJIS
peamizamii Jep)KaBHUX COIAJIBHUX NPOTpaM KOHTPOJIOIOTHCS —JEpKAaBHUMH OpTraHamMH 1
rpO-MaJIHCBKUM CycrniibcTBOM. lle komrtu cy0’€kTiB TOCMOAAapIOBaHHS, JAOMOTOCIOIApCTB,
1HO3eMHHUX JepkaB (TPSAMO YH OIMOCEPEIKOBAHO), KOIITH MIKHAPOJHUX oOpraHizamiid i (oHmnis,
KOIITH JIepKaBHOTO 1 MicieBux OromkeriB. DiHaHCOBA MIATPUMKA COIIATBHUX IporpamM — II€
BUJIIJICHHSI IEBHOI CyMHM KOIITiB HA BUKOHAHHSA 3aBJIaHb, OB’ 3aHUX 13 UM MPOLIECOM, BU3HAUCHHUX
y corianpHi# 1 dickampHIl momiTHIl AepkaBu. OkpecieHo, mo ¢GpiHaHCOBA MATPUMKA € OJHUM 13
(axTopiB, AKi BILTMBAIOTH HA SIKICTH KUTTS HIJISIXOM PO3BUTKY KOHKPETHOTO COIIAIbHOTO 00’ €KTA.

V3aranbHeHo, 10 (YHKIIIOHAJIbHA CYKYMHICTh OKPEMHX €JIEMEHTIB 1 MPOIECIB COIiaTbHOL
PEaTbHOCTI CTBOPIOE CUCTEMY CYCHIIBHOTO BIATBOPEHHS. B OKpeMoMy TrocrnomapcTBi BiqTBOPEHHS
BiOyBaeThcss y QopMi Oe3mepepBHOro IMKIY, aJCKBAaTHOTO JIOXOAy YH KamTaly, IS
3a0e3MeueHHs KUTTS Ta TOCTIOAAPCHKOI AISTBHOCTI OKpeMoi ocoOu. BomHouac meBHI mapamerpu
BIITBOPEHHSI HE TUIbKH pealli3yloThcs Oe3MocepeHIMU Y4YaCHHUKaMHU Ipollecy, a W HaBMHCHO
BCTAaHOBJIIOIOThCS 1 KOPHUTYIOThCS HHUMH. BH3Ha4eHO, IO OCHOBHUM JDKEpeloM (iHaAHCOBHX
pecypciB y cdepi comianbHOro 3axucty HaceneHHs € BBII y nporneci po3noainy i mepepo3mnoiny,
K MOXXHA TOJUIMTH HA TPU OCHOBHI TPYIHU: LIEHTpaNi3oBaHi JepxaBHI (OHIU, AeprKaBHI
JIeleHTpaTi30BaH1 (HOHIU, MPUBATHI COIIAIbHI (POHIH.

Kniouoei cnosa: nepxaBa, peryioBaHHS, NONATKH, (iHAHCH, MiITPUMKA, PO3BHTOK,
HaceJIeHHs, pepopMyBaHHS.

®opmyr: 0; puc.: 2; Tabx.: 1; 616m.: 19.

Introduction. Formation of market economy in Ukraine in conditions of imbalance, lack of
significant investments in real sector of economy, rapid inflationary processes and increase of
public debt of the country, negatively affects social development, because the latter is extremely
important for satisfaction of social development as a whole. Against the background of the spread
of COVID-19, which provoked a crisis in society, and the state needed to respond quickly and
stimulate social development in the country, there was a need to study the financial regulation of
social development in Ukraine. So, this question is extremely actual now.

Research analysis and problem statement. The study of financial regulation of social
development in Ukraine is devoted a lot of scientific works. It is natural that domestic scientists pay
the most attention to the consideration of the issue, is one of the main in the context of the
successful functioning of the country. Among the most recent first it is necessary to note:
Pasichnyi M. D. [1], Yemelianenko L. M., Fedulova L. I. [4], Lysiak L. V. [5], Nasibova O. V. [10]
and others.

The purpose of this article is to study the financial regulation of social development in
Ukraine and the development of recommendations to provide the population with social
development.

In connection with setting such a goal, we face a number of scientific and research tasks,
namely:

e to explore the views of scientists regarding the financial regulation of social

development;

e to determine the model of financial regulation of social development in our country;

e to assess the socio-economic development of Ukraine;

e to list the ways of regulating public finances that affect the development of our country.
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Research Methodology and Methods. The article used general scientific methods of
scientific knowledge as synthesis and analysis. To analyze the research problem of financial
regulation of social development in the country, the system method, the method of modeling, the
method of analytical-synthetic processing of information were used. Also, to summarize the
indicators of economic development and financial regulation, the statistical method, the method of
data structuring was used.

Research results. Public finance regulation is one of the important tools influencing the
socio-economic development of the country. Ensuring targeted impact on the pace and quality of
economic growth requires creating an appropriate system of financial regulations focused on
performance management, based on better institutional support for financial and economic
transformations. Under the conditions of transformational changes important tasks are effectively
implemented by fiscal policy, increasing the transparency of the budget process. Accordingly, this
will create an opportunity to increase the investment component of the national economy and
increase tax revenues to the budget, reforming the tax system and the use of tax potential of
territories to ensure socio-economic development of the country. Note that it is important not only
to optimize the use of tax potential of territories, but also to create favorable conditions for the
development of economic activity of economic entities and the economy as a whole, for example,
by introducing the principles of taxation, transparency of topics, restoration of trust between
taxpayers and the state.

The alignment of Ukraine’s financial capacity within a single unitary state is based on the
principle of fiscal solidarity. At the same time, we are witnessing a low correlation between the
level of economic development and the volume of the tax base of the regions, on the one hand, and
the level of expenditures of local budgets, on the other hand, as well as the reduction of efficiency
and responsibility for the use of budgetary funds. Consequently, the violation of the principle of
fiscal equivalence leads to asymmetry in the sphere of local finance, which, in turn, leads to the
inhibition of mechanisms of economic activity in the regions, causes informal institutions
associated with the redistribution and use of budget funds and forms the capacity of social tension
and the basis for centrifugal tendencies. Moreover, reducing imbalances in regional development by
redistributing financial resources, it is necessary to distribute the competence of decision-making,
providing social benefits so that the country’s financial resources were optimally distributed
according to the principle of fiscal justice [11]. Scholars Dong-Hyun Kim, I-Cheng Woo,
Shu-Chin Link believe that effective government regulation contributes to higher productivity and
faster economic growth, while government regulation does not contribute to economic growth if it
exceeds a certain level of state capital [12]. According to a study by W. M. Bergman,
M. M. Hutchison, and S. E. Heegaard Jensen, the stability of public finances depends on the
soundness of fiscal rules. Now applied fiscal rules in EU countries help to reduce structural primary
deficits. At the same time, the level of public administration efficiency is increasing [13], countries
with stricter fiscal rules have a higher level of fiscal balance (low budget deficit, interest rates on
government bonds, etc.) [14]. Fiscal rules serve as a guide for public administration, contribute to
the consistency of the formation and implementation of fiscal policy [15]. In 2020, the COVID-19
pandemic forced the country’s leadership to quickly carry out financial regulation of social
development. The peculiarity of the shock caused by COVID-19 is that it is, first of all, truly global
in nature. Also, the pandemic forms a shock spiral — a combination of negative supply and demand
shocks, which manifests itself in reduced opportunities for people to work and consume
accordingly, and for firms to produce and invest [16—18].

The content of the social function of public finance forms the social security of the
individual and ensures the integrity and stability of society. At realization of social function of the
state the purpose of incomes and expenses of the state budget is formation and construction of the
state funds for the purpose of maintenance of the basic parameters of life of the person and society.
The social purpose of transfers from the state budget to local budgets is to ensure the integrity of
national society, social harmony, and stability in society through the distribution of state financial
flows and public goods between regions of the country for sustainable socio-economic
development, as well as cultural development of individual regions and the country as a whole.
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State trust funds are designed to ensure the functioning of the system of social protection,
which temporarily or permanently need special social support, gives each member of society the
opportunity to freely develop and use their skills, and helps to maintain social harmony and stability
in society. An important methodological factor is the definition of the principles of organization and
functioning of public finance, which makes it possible to determine the areas of financial impact on
the development of the public sector of the economy, and to develop the criteria of its functioning
[1]. Let’s notice, that exactly the budget is the important tool of regulation of social life of the
population in Ukraine. Changing the size of such basic indicators as: the minimum wage, the level
of subsistence level, considering the existing categories of the population, the application of a single
tariff system of wages of the public sector employees and the regulation of wages of the first tariff
category - it has a significant impact on income and material well-being of citizens. Given the
available financial and economic opportunities, the state is constantly trying to improve the social
standard of living, the level of material security of public sector employees and persons with
disabilities living in rural areas. At the current stage of economic development, it is important to
optimize budget expenditures considering the tendencies of economic growth, to reduce the rate of
the state debt share in the gross domestic product and the debt burden on the
budget.

It is also worth noting that since 2015, the development of regional social policy is
characterized by a clear definition of priorities that correspond to the main objectives of the
administrative-territorial reform and the external vector of European integration of Ukraine’s
development — 2020 [2].

According to the theoretical assumptions developed by the financial sciences, the authors
L.V. Lysiak, V. O. Ziuzin characteristic features of financial provision of state social programs
are [5]:

e financial support, which is implemented in accordance with approved regulations, the
latter indicates that the processes of creating and directing financial resources for the
implementation of state social programs are controlled by state authorities and civil
society;

e potential sources of financial support of state social programs may be funds of economic
entities, households, foreign states (directly or indirectly), funds of international
organizations and foundations, state, and local budgets. The main source of financial
support of state social programs at present is budget financing, which reflects the social
function of the state and thereby contributes to the positive dynamics of society,
improving the quality of life;

¢ financial support of social programs consists in allocation/borrowing/receipt of a certain
amount of funds to perform the tasks associated with this process, defined in the social
and fiscal policy of the state, thus, it has a regulatory function and can be considered an
integral component of the system of state regulation;

e financial support is one of the factors influencing the quality of life of the population
through the development of a specific social object (improvement of socio-economic
efficiency of a given industry in the provision of social services) or an economic entity
(social group).

It is known that the driving force of social development is the satisfaction of human needs.
For objective reasons, society cannot refuse to consume goods, and thus create them. It must
systematically reproduce the means of labor, the objects of labor, work, as well as relations on their
interaction. Reproduction is the process of creating a good, reflected in the dynamics of its constant
renewal and constant relations, and thus, in addition to production itself, it includes the phases of
distribution, exchange, and consumption of the social product. The functional totality of individual
elements and processes of social reality creates a system of social reproduction. Within the
individual economy, reproduction takes place in the form of a continuous cycle of adequate income
or capital in order to ensure the life and economic activity of the individual. At the same time,
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individual parameters of reproduction are not only realized by direct participants in the process but
are also deliberately set and adjusted by them [10].

The main source of financial resources in social development is GDP in the process of
distribution and redistribution, which generates primary and secondary incomes of institutional
sectors of the economy, some of which through taxes and social insurance contributions (mandatory
or voluntary) are directed to the creation of centralized and decentralized
funds (Fig. I).

| ( ) Demographics
4 RN E '
Q
*]
- - o Social policy
Fiscal capacity standards, 2 e —>
social guarantees, wages, JC:; ko)
. . wn
scholarship, pension, o >
. . . o . .
reserves, subsidies, social == > Economic policy
support, grants, social =
- &0
assistance o 2
| s & _| Financial regulation
S >
/ =
<
k R
. . 3
Financial leverage
;}

Fig. 1. The model of financial regulation of social development in Ukraine
Note: created by the author.

These sources can be divided into three main groups:

1) centralized state funds (this group includes budgets of state and local governments and all
social funds included in them);

2) state decentralized funds (this group includes means of obligatory state social insurance);

3) non-state social funds (which are created at the expense of voluntary contributions of
enterprises, population, and the state).

Fig. 2 shows the share of social expenditures of the Consolidated Budget of Ukraine for
2001—2020 in GDP, %.

The results of Fig. 2 show that the largest average share of the Consolidated Budget of
Ukraine in the gross domestic product during 2001—2020 are expenditures on social protection,
and the lowest average value of the expenditure of the Consolidated Budget of Ukraine in the gross
domestic product — expenditures on spiritual and physical development. The average value of the
share of expenditures of the Consolidated Budget of Ukraine on education and medicine during the
analyzed period changes unevenly. It should be noted that the average value of all social
expenditures of the Consolidated Budget of Ukraine, except for the average value of the share of
Consolidated Budget expenditures on social protection during 2016—2020 tend to
decrease.
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Fig. 2. The share of social expenditures of the Consolidated Budget of Ukraine in GDP, %
Note: Created using data [7—9].

In order to provide the population with social development, the state should take the
following steps:

1. Adjustment of expenses for social services;

2. To regulate the provision of paid social services for the purpose of an additional source of
social development financing;

3. Continue financial regulation of current expenditures for the maintenance of educational
institutions, health care, industrial enterprises, housing and communal enterprises and others;

4. Find state financial regulation for building infrastructure projects for social protection of
the population;

5. Financially support the population who have lost their jobs or are temporarily
unemployed.

Conclusions. Social development is a particularly important element of Ukraine’s national
security. In recent years, the country has suffered significant economic losses, but gradually the
economic development is growing. Financial regulation of social protection is largely determined
by the chosen direction of state development.

Having analyzed numerous author’s opinions about financial regulation of social
development, having conducted our own thorough analysis of the model of financial regulation of
social development in our country and having evaluated the social and economic development of
Ukraine, we proposed ways of regulating state finances that affect the development of our country.

Fig. 2 shows that social protection expenditures increased by 2.93% during the observation
period from 2000—2020, and education expenditures increased by 0.41%. Expenditure on health
care has remained almost unchanged during the observation period, but it should be noted that the
COVID-19 pandemic is spreading around the world today, so expenditure has increased by 0.96%
over the last year. Spiritual and physical development during the observation period showed a
decrease of 0.06%.

Thus, the socially oriented economic system provides a fairly significant level of
redistribution of gross domestic product at the expense of the budget, the degree of state control
over socio-economic processes and the spread of the practice of social services at the expense of
public consumption. Social development is the basis for improving the quality of life of all
members of society. One of the most important tools influencing the formation of an appropriate
socio-economic level of the country is the regulation of public finance. In any economic system,
state financial regulation is used to ensure the regulation of needs that cannot be met by the market
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mechanism. Such policy, being an important tool of social development, aims to achieve the quality
of life of people at the level of world standards; as it allows the state of national economy, the state
of scientific and technological progress of society, financial and economic model of the state.
Having proposed specific and quite possible ways of regulating public finances, which are able to
influence the development of our country, we have named the main vectors of functioning of
socially oriented economy. Just such a system which can and must be involved in our conditions is
able to provide a high enough level of redistribution of gross domestic product and spread the
practice of providing social services at the expense of public consumption. The specified
problematics is promising for more detailed study in the scientific plane of economics and adjacent
sciences for effective implementation in the economic practice of Ukraine.
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