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DECENTRALIZATION AND TERRITORIAL CONSOLIDATION

IN UKRAINE AS THE LATEST TREND OF THE GLOBAL PARTNERSHIP

Abstract. The article is devoted to research of preconditions and urgency of the reform of
decentralization and change of state administrative-territorial system. The main reasons for the
necessity of realization of the reform in Ukraine are determined: excessive fragmentation of
territorial communities, subsidization of local budgets, allocation of a significant part of financial
resources to the maintenance of the control apparatus, degradation of rural territories, lack of
initiatives from local self-government bodies. The article reflects the results of sociological research
on Ukrainians' awareness of the decentralization reform, their expectations and the evaluation of the
effectiveness of its implementation on the territory of Ukraine. It is determined that among the main
problems / obstacles in the implementation of the decentralization reform, the respondents
distinguish: financial imbalances; inadequate legal framework; lack of clear division of powers
between district administration, district councils and UTC; the need to comply with the declared
data; lack of awareness of decentralization; the lack of agreement within communities; political
processes. The stages of administrative reform implementation in Ukraine are investigated, in
accordance with the legislation of Ukraine. The first stage involves the transfer of the state powers
to the lowest administrative-territorial level to the newly created united territorial communities
(UTC). The second stage of the reform involves the creation of administrative-territorial units of the
regional level that is prefectures (counties or districts), empowered with management authorities.
The third stage of the reform involves the formation of a third regional level of the ATU of the
country.The advantages, intermediate results of the reform in the context of the problem-oriented
orientation are shown; the first consequences of the reform were identified, first of all, in the growth
of the financial potential of the territory and the strengthening of the resource base of local budgets.
Areas of use of financial resources by the united territorial communities are investigated. The
emphasis is on changing the course from the consumer position (the expectation of subsidies from
district and provincial budgets), to attempts to create an effective administrative apparatus and to
direct resources to the communities development, to carry out analysis of budget spending and to
prevent cases of inefficient or irrational use.
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JENEHTPAJIIBAIS I TEPUTOPIAJIBHA KOHCOJIIJAIIA
B YKPAIHI SIK HOBITHI TPEH/IA I''TOBAJIBHOI'O TAPTHEPCTBA

AHoTauisi. [IpuCBsiU€HO  JOCHKEHHIO MEpeIyMOB Ta aKTyaJbHOCTI pedopMu
JeleHTpali3amii 1 3MiHM aJAMIHICTPaTUBHO-TEPUTOPIANIBHOTO YCTPOIO KpaiHu. Bu3HaueHo rosioBHI
MpUYUHH, 110 00yMOBMJIM HEOOXiTHICTh pearnizanii pepopmu B YKpaini: HagMipHa MOapiOHEHICTH
TEPUTOPIATBHUX T'POMaJI, JOTAIIMHICT, MICIIEBUX OFOJKETIB, CHPAMYBaHHS 3HAYHOI YaCTKH
(iHaHCOBHX pecypciB Ha YTPUMaHHS amapaTy YNpaBliHHSA, JIerpajalis CUIbCBKHX TEpHTOPIH,
BIJICYTHICTh IHII[IaTHB 3 OOKYy MICIIEBUX OpraHiB caMOBpsAyBaHHsA. BimoOpakeHO pe3yiabTaTu
COIIONIOTTYHUX JOCTIKEHb 110JI0 00I3HAHOCTI YKpaiHIliB mpo pedopMy AemeHTpamizalii, iXHix
O4YiKyBaHb Ta OI[IHKK PE3yIbTaTUBHOCTI 11 peamnizamii Ha Teputopii Ykpainu. Buznadeno, mo cepen
TOJIOBHUX IpoOieM/nepeniko y peatizanii pedpopMu AeneHTpati3alii peCloHIeHTH BUIUISIOTh:
¢biHaHCOBI MEpPEKOCH; HEJIOCKOHANICTh 3aKOHOJaBYOi 0a3u; BIACYTHICTb YITKOTO PO3MEXKYBaHHS
MOBHOBAXEHb MDK paiiiepkaaMinictpanieto, paoHauMmu pazamu t1a OTIL; HeoOXigHICTh
JMOTPUMAHHS 3aJICKJapOBaHUX JIaHUX;, HEAOCTaTHSA OOI3HAHICTh y NHUTaHHAX JACICHTpai3allii;
BIJICYTHICTh TOMOBJICHOCTEH yCepeIrH1 rpoMaJ; MOMITHYHI TiporiecH. JloCmipKeHo eTany pearizaiii
anMiHicTpaTuBHOI pedopmu B YKpaiHi 3TigHO i3 3aKOHOJABCTBOM YKpaiHu. BusHaueHo meprimii
eram, 10 Tnependayae MepefaHHS YaCTHMHU IMOBHOBAKEHb JIEPXKaBHM HAa  HAWHIDKYMN
aJMIHICTPAaTUBHO-TEPUTOPIATBHUI pIBEHb — HOBOCTBOPEHUM OO0’€JHAHUM TEPUTOPIATHbHUM
rpomanam (OTI). Ha apyromy erani peopMyBaHHs nepeadadaeTbCcsi CTBOPEHHS aAMIHICTPaTUBHO-
TEPUTOPIAIBHUX OJUHUIL PETIOHAJIBHOTO piBHA — mpedekTyp (MOBITIB YW OKpYriB), SKi
HAQ/IAIOTHCSl  YIPABIIHCHKI TMOBHOBaKEHHS. TpeTiii eram pedopmu mnependadae ¢GopMyBaHHS
TpeTboro perioHanpHOro piBHSI ATY kpainu. [lokazano mepeBaru, MpOMiKHI Pe3ylnbTaTH pedopMu
B KOHTEKCTI MPOOJIEMHO OPIEHTOBAHOT CIIPSMOBAHOCTI, BU3HAYEHO MEPIIi HACTIIKA pedOopMH, M0
BiJOOpa3WINCh, TEpPII 3a BCE, y 3pOCTaHHI ()IHAHCOBOTO MOTEHIIAy TEPUTOPii Ta 3MIIIHEHHI
pecypcHoi 6a3u miciieBux O xeTiB. JIochHiKeHO HampsiMU BUKOPHUCTAaHHS (hIHAHCOBHX PECYpCiB
00’€IHAHUMH TEPUTOPIATBHUMHM TpoMaJaMu. AKIEHTOBAaHO YyBary Ha 3MiHI Kypcy Bil
CHOYKUBAIBKOT MO3ULIT (OUIKYBaHHS JOTalliil 3 palOHHOTO YU 00JaCHOTO OIO/DKETIB) 10 HaAMaraHb
CTBOPUTH €(QEKTUBHUI YIPaBIIHCPKAN amapar 1 CHOPsMYBaTH KOLITH Ha PO3BUTOK T'pPOMaf,
3MIICHIOBATH aHaJli3 BUTpayaHHs OO/PKETHUX KOINTIB Ta yIEPeKyBaTH BUIAJKH HECPEKTHBHOTO
9 HEePaliOHAILHOTO iX BUKOPHCTAHHSI.

KirouoBi cioBa: neneHtpanizailis, KoHcodimamisi, pedopma, MicleBe CaMOBPSIYBaHHS,
riobanbHe MapTHEPCTBO.
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JAENEHTPAJIM3ALIUA U TEPPUTOPUAJIBHASA KOHCOJIMJALIMA

B YKPAMHE KAK HOBEHUIIUE TPEH/IbI I'TOBAJIBHOI'O ITIAPTHEPCTBA

AHHoTanus. IlocBsmieHa MCCIEIOBAaHUIO TPEANOCBUIOK M aKTyaJbHOCTH PeQOpMBI
JELEHTpAIU3alud W HW3MEHEHHs aJMUHUCTPAaTUBHO-TEPPUTOPUAIIBHOIO YCTPOICTBA CTpaHBbI.
OmnpeneneHo, Kakue IJIaBHbIE NPUYMHBI OTOBOPHIM HEOOXOJUMOCTh peanu3anuu pedopMbl B
Vkpaune: upe3mepHas pa3gpoOIEeHHOCTh TEPPUTOPHUAIBHBIX OOIIMH, AOTAIMOHHOCTh MECTHBIX
O0JKETOB, HAIpaBJICHHE 3HAUYUTEJIbHOW YacTH (PMHAHCOBBIX PECYPCOB Ha COJIEpKaHHE arrapara
YIOpPaBJICHUs, AErpajalusl CEIbCKUX TEPPUTOPHUM, OTCYTCTBUE WHHUIMATHB CO CTOPOHBI MECTHBIX
OpraHoB camoymnpasieHus. OTpaxeHbl pPe3yJIbTaTbl COLMUOJIOIMYECKUX HCCIECAOBAHUU IO
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OCBEJJOMJICHHOCTH YKpaWHIEB O pedopMme JAEHEHTpaIM3alud, HX OXUJIAHHA U OICHKU
pE3yNbTaTUBHOCTH  peaju3allid Ha TeppuUTOpuM  YKpauHbl. [loka3aHbl NpeUMyIIECTBa,
NPOMEXKYTOUHBIE  pe3ylbTaThl pe@opMbl B  KOHTEKCTE MPOOJIEMHO  OPUEHTHPOBAHHOM
HANPaBICHHOCTH, ONPEEICHBI MEPBbIE MOCIEACTBUS pePOPMBI, OTPA3UIKNCH, B IEPBYIO OUEPE/b, B
pocTte GMHAHCOBOTO MOTEHIHANIA TEPPUTOPUH U YKPEIUIEHUU PEeCYpCHOM 0a3bl MECTHBIX OI0/KETOB.
HccrmenoBanbl  HampaBleHHs]  WCHOJB30BaHHMsS  (DUHAHCOBBIX  PECYPCOB  OOBEAMHEHHBIMU
TEPPUTOPHATLHBIMHU OOIIMHAMMU.

KnoueBble  cioBa:  JeneHTpanu3anus, — KOHconupanus,  pedopma,  MecTHOe
caMmoynpaBiieHHe, II00aTbHOE MApTHEPCTBO.

®opmyn: 0; puc.: 1; Tabm.: 1; 6ubm.: 15.

Introduction. A fundamental change in the global consciousness of Ukrainian citizens,
clearly demonstrated by the Revolution of Dignity in 2014, a radical reorientation to the European
democratic values, geopolitical changes in the country have emphasized the need to change
approaches to spatial development on the basis of increasing the powers of territorial communities
and with a focus on strengthening of their autonomy and responsibility for sustainable development of
the area.

The development of local self-government and decentralization of power in Ukraine are the
main priorities of socio-economic development. In April 1, 2014 the Government of Ukraine adopted
the “Concept of local self-government reform and territorial power organization”, the decree of the
Cabinet of Ministers Ne 333-R. According to this Concept, Ukraine had to transfer both the authority
and resources from local government bodies to rural and urban councils and create wealthy territorial
communities, able to exercise their powers. In fact, the Concept deals with the need of real reforms of
local self-government in Ukraine [1].

With the background formed, the decentralization has become urgent, therefore there are
sufficient opportunities to implement European experience and reforms in Ukraine, but there are
doubts about the institutional capacity of public and local authorities to implement this experience.
The interim results of the reform and its prerequisites need an appropriate scientific and analytical
justification, which will give the opportunity to evaluate the chosen course, the deviations, their
causes and consequences.

Literature review and the problem statement. The study of the decentralization reform
implementation in Ukraine, specific features of spatial management development have become
topical due to the decentralization reform implementation. However, spatial development,
administrative-territorial reforms, public administration system in Ukraine, which has been in a state
of “the permanent reform” for more than 15 years, was investigated by many foreign and domestic
scientists such as V. Heyets, V. Bakumenko, Z. Varnali, Y. Volkova, R. Melnikov, P. Nadolishni, O.
Popov, M. Porter, I. Fashchevski, T. Hershberg, L. Chernyk, et al. In the context of administrative
reform as a complex socio-administrative problem the research done by I. Adamets is worth
considering. The issue of social responsibility as the basis for the success of decentralization reform is
investigated by O. Berezina, global principles of territorial consolidation in the context of the global
partnership are studied in the works of L. Petkova. The management of strategic development of the
consolidated territorial communities is discussed in the studies of S. Seregina, Y. Sharova, E.
Borodina, N. Goncharuk. In particular, the conceptual foundations of local self-government reform
and power decentralization in Ukraine are studied, the current status and problems are analyzed, the
European experience is summarized. Evaluation of decentralization reform in Ukraine is emphasized
by A. Melnychuk, P. Ostapenko.

Scientists devoted much of their research to the theoretical bases of decentralization reform
implementation, in particular, the justification of conceptual provisions. Scholars and analysts
conducted statistical observations on the quantitative results of the reform, namely the dynamics of
the number of amalgamated communities, data about the size of the budget and finance statistics.
There are also surveys on the understanding of the reform by the population and its consequences.
However, there are no comprehensive studies on the evaluation of the decentralization reform

416



efficiency not only by the means of quantitative parameters, but also by means of qualitative ones, in
particular the objective assessment of the situation in the territorial communities of the local
population, efficiency of the measures taken in the context of solving local problems etc.

The aim of the study is a comprehensive assessment of the interim results of decentralization
reform in the context of problem-oriented focus. The objective of the study is to investigate the basic
preconditions and the necessity of the decentralization reform implementation, the study of previous
expectations, analytical conclusions and their evaluation in the aspect of problem orientation.

Research results. The reform of the administrative-territorial structure of our country,
launched together with the local government reform (decentralization reform). Ukraine is actively
reforming the system of administrative-territorial structure by creating united local communities [2].

The aim of the reform of the local government is primarily to ensure its ability by its own
resources, to solve local issues. It means empowering of territorial communities with greater resources
and the mobilization of their internal reserves [3].

Administrative reform in Ukraine, according to three stages implementation. Reformers note
that the reform is based on the Scandinavian model of the ATG system. The first stage involves the
transfer of the state powers to the lowest administrative-territorial level to the newly created united
territorial communities (UTC), organized through the consolidation of rural councils. Most of the
powers that previously belonged to district state administrations (DSA) will be transferred to the
newly created UTC, thus proving the inefficiency of the DSA. In fact, united local communities are
created through the reorganization of village councils and regions elimination according to the results
of the first stage [4].

The second stage of the reform involves the creation of administrative-territorial units of the
regional level that is prefectures (counties or districts), empowered with management authorities.

The third stage of the reform involves the formation of a third regional level of the ATU of the
country. After the formation of the two lower levels of the ATU — local and sub-regional reform, it
would be logical to complete the reform of the ATU higher system-level that is regional.

In fact, it would mean a reduction in the number of regions of the country. However, the
reform of this ATU system-level at the expert one is little said, as long as there is no single option for
the reform. The knowledge and methods of communal geography can be of great importance in this
situation, as the domestic social geography has long had its own division variant of the country and
socio-geographical areas, which should form the basis of a new regional division [2].

The necessity and urgency of the decentralization reform in Ukraine is due to several reasons,
among which the most important are:

1) the excessive fragmentation of territorial communities (there used to be rural communities
with the population range from 1000 to 300 persons (45.4% of the total) in Ukraine before the
reform), also there is a significant proportion of communities with the population of 500 to 1,000
residents (35.8 %). Territorial communities, the population of which not exceeding 500 people
constitute almost 11 % of the total number. Overall, 92% of rural territorial communities had a
population of less than 3,000 inhabitants before the reform started [5].

2) subsidies from local budgets (more than 5000 territorial communities have a share of
subsidization of the budget from 70 to 90 %, about 500 communities are maintained at the expense of
the state budget).

3) significant financial resources are allocated to the maintenance of the administrative
apparatus, limiting the ability of projects to solve problems of local importance.

4) degradation of rural territories (the population decline, the mass move of young people in
the city, lack of infrastructure and facilities to ensure improvement and appropriate quality of life. As
of January 1, 2017, the proportion of rural residents accounted for 28.7% of the total resident
population (for comparison: in 1990 it constituted 32.7 %) [5].

5) lack of initiatives on the part of local authorities and prolongate dependency on the Soviet
management ideology.

From June 9th to 13", 2017 the Fund "Democratic initiatives” named after llko Kucheriv
jointly with the sociological service of Razumkov Centre conducted a nationwide exit pole (2018
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respondents, aged 18 years, theoretical sampling error does not exceed 2.3%)in all regions of Ukraine
except Crimea and occupied territories of Donetsk and Lugansk regions. In August 2016 Fund
"Democratic initiatives" and the Kiev international Institute of sociology had a similar study. As
evidenced by the results of a survey for 2017, the level of awareness of citizens with the reform of
decentralization improved somewhat: 20% of Ukrainians are well aware of the reform (in August
2016, the figure was 12%), 62% of respondents know something (54% is the figure of 2016). The
percentage of those who does not know anything about the reform, decreased from 30% to 18% [6].

Ukrainians residing in the central regions of Ukraine (the level of awareness is more than
87%) have the best awareness and the least is in the south of Ukraine (69%). The majority of
Ukrainians approve the actions of the authorities in the framework of decentralization reform, 42% of
respondents have positive attitude. Most supporters of decentralization reform are in the West (48%)
and the least is in the East (31%). On the other hand, only 12% of Ukrainians are fully satisfied with
the pace of reform, 37% consider it to be implemented too slowly, and 22% suppose it not to be
implemented at all [7].

The majority of Ukrainians sees both positive and negative consequences of decentralization
reform, in particular 24% of respondents noted a new influence on the government, 18% believe in
the improvement of the quality of services. 28 % of respondents believe the reform negative effects to
deepen the "society stratification”, 16% - to devastate villages and towns [8].

The financial and analysis materials prepared by the Ministry of Regional Development,
construction and housing and communal services of Ukraine with the assistance of the Swiss-
Ukrainian project "Decentralization Support in Ukraine™ DESPRO, U-LEAD Europe: Programme for
Ukraine with empowerment at the local level, accountability and development and the Swedish-
Ukrainian project "Decentralization Support in Ukraine", show the General Fund of Local budgets of
territorial communities United for 2016 increased almost 7 times, compared to the income of 2015 in
their local councils, which became a part of the GSS, and amounted to 7.1 billion UAH, including for
the account [9]:

— taxes and fees — 3.3 bln UAH, of which 60% of the tax to incomes of physical persons
amounted to 1.7 bin UAH;

— intergovernmental transfers in the form of basic subsidies, educational and medical
subventions - 2.8 bin UAH;

— subventions to the communities infrastructure formation -1 bin. UAH

In addition, the communities received a subvention from the state budget for socio-economic
development of territories in the amount of 50 min UAH and funds in the sum of 134 min. from the
State Regional Development Fund for implementation of investment programs.

Based on 1 inhabitant of the united communities, the average ratio of own revenues grew by
1645 UAH (from UAH 700 to 2345 UAH). Slobozhanskaya UTC of Dnipropetrovsk region received
maximum funds per 1 inhabitant — 16 thousand UAH [5].

2014 — 68.7 mln UAH |

J' +29.6 min UAH (+42 %)

2015 — 98.2 million UAH |

+48,4 min UAH (+49 %)

ale

2016 - 146.6 million UAH |

J’ +24 min UAH (+16 %)

2017 — 170.7 million UAH |

Fig. 1 Growth in own resources of local budgets [10]
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According to the outcomes of the sociological surveys results systematization organized by
various expert agencies, it was determined that among the main problems / obstacles in the
implementation of the decentralization reform, the respondents distinguish: financial imbalances;
inadequate legal framework; lack of clear division of powers between district administration,
district councils and UTC; the need to comply with the declared data; lack of awareness of
decentralization; the lack of agreement within communities; political processes. However, more
than 70 % of respondents support the reform and believe in its successful implementation [11].

Experts suppose that the decentralization reform must be sped up, the consolidation of the
communities in the UTC must be implemented on the principles of economic efficiency, provide a
more democratic approach of regional governments in the creation of the UTC.

Table 1
Interim results of the decentralization reform
The reason / nefgfg?:ndecentrallzatlon Interim results of the decentralization reform
The excessive fragmentation of territorial In 2015—2016 Ukraine created 366 consolidated territorial
communities communities.
Subsidized local budgets All UTC changed over to direct inter-budget relations with the State

budget, received financial sources, own authorities at the level of the
regional cities.

A significant part of financial resources is There were about 12 thousand units of self-government before the
allocated for administration funding reform, and after the reform  there  should be
2—2.5 thousand. Downsizing of the management stuff naturally leads
to a reduction of maintenance costs

Degradation of rural areas Financial resources obtained as a result of decentralization reform in
2016 helped communities to:

— implement spending powers in the socio-cultural sphere, namely, to
finance secondary education institutions and kindergartens for a total
amount of 2.5 billion UAH; to organize the provision of primary
medical care to community residents and to fund secondary medicine
services — 0.9 billion UAH; to provide for the maintenance and
organization of the community centers, libraries, sports institutions, to
provide social assistance to the population — 0.5 billion UAH,;

— to finance the executive offices of local authorities — 0.5 billion
UAH,;

— implement infrastructure projects and local programs and activities —
1.9 billion UAH, including repair of roads, accomplishment of
territories and projects in housing and communal services — 1.1
billion UAH, repair and reconstruction of institutions of the socio-
cultural sphere — 0.6 billion UAH;

- to provide administrative services, to establish community centers
and to carry out other expenses related to their powers.

It should be noted that the largest part of financial resources of the
community was directed on the realization of powers in the socio-
cultural sphere - 60-70%, the implementation of infrastructure objects
and investment projects — 25-30%. It proves that during the first year
of operation in the new status the united communities could spend the
third part of their funds for the development of their territories [11].
The lack of initiatives on the part of local Decentralization reform provides for the voluntary association of
authorities territorial communities on the principles of initiative, vicarious
liability and partnership.

Conclusions. Thus, the main purpose of the decentralization reform is the creation and
maintenance of a favorable living environment, necessary for full human development, providing
residents of territorial communities with qualitative and accessible administrative and social
services through sustainable development of viable communities. The reform gives the opportunity
for consolidation of communities, the development of civil society.

The efforts aimed at the decentralization of financial resources are an important part of the
local government reform. Positive results in this regard are proven by the indicators of local budgets
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use, increasing of the share of local budgets in the consolidated budget of Ukraine and indicators of
financial decentralization.

It became possible due to the interest of local governments to expand revenues to local
budgets, search of reserves of their content and efficiency administration increase of taxes and fees.

Regarding the use of funds by local governments, including the united territorial
communities, the emphasis shifted from the consumer position (the expectation of subsidies from
district and provincial budgets), to attempts to create an effective administrative apparatus and to
direct resources to the communities development, to carry out analysis of budget spending and to
prevent cases of inefficient or irrational use.
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