
Науковий вісник Полісся № 2 (14), ч. 1, 2018                            Scientific bulletin of Polissia № 2 (14), P. 1, 2018 

 
ЕКОНОМІКА ТА УПРАВЛІННЯ НАЦІОНАЛЬНИМ ГОСПОДАРСТВОМ 

 

 129 
Makogon V. D., Adamenko I. P. Fiscal policy as an element of socio-economic 
transformations 

 

 

UDC 336.02:338.2 УДК 336.02:338.2 
  

V. D. Makogon, Candidate of Economic  
Sciences, Senior Researcher,  

I. P. Adamenko, Candidate of Economic  
Sciences 

В. Д. Макогон, к. е. н.,  
ст. наук. співробітник, 

І. П. Адаменко, к. е. н. 
  

  

FISCAL POLICY AS AN ELEMENT  
OF SOCIO-ECONOMIC  
TRANSFORMATIONS 

ФІНАНСОВО-БЮДЖЕТНА ПОЛІТИКА  
ЯК СКЛАДОВА СОЦІАЛЬНО-

ЕКОНОМІЧНИХ ПЕРЕТВОРЕНЬ  
  

Urgency of the research. The forming-up of public fi-
nances effective system involves the improving fiscal policy 
as an important component of socio-economic transfor-
mation. 

Target setting. Currently, the important tasks are to 
prove the fiscal policy role in the social and economic re-
forms, to open its priorities and objectives, to identify ways to 
implement them. 

Actual scientific researches and issues analysis. 
A wide range of scientists publishing by such scientists as 
T. Boholib, О. Vasylyk, I. Zapatrina, L. Lysyak, 
I. Lukyanenko, V. Fedosov, I. Chuhunov and others are dedi-
cated to development of fiscal policy formulation and imple-
mentation approaches, to define its priorities and directions 
to implement them.  

Uninvestigated parts of general matters defining. 
However, at this stage, despite the numerous important sci-
entific researches it is important to deepen the researches of 
the fiscal policy role as part of the socio-economic transfor-
mations. 

The research objective. To substantiate the fiscal policy 
role as a component of socio-economic transformations, to 
define its priority tasks and directions of their implementa-
tions. 

The statement of basic materials. Fiscal policy is a 
powerful instrument of socio-economic processes state regu-
lation. Currently, the main objective of fiscal policy is to stabi-
lize public finances. The basic condition is to support the 
macroeconomic stability, to speed up the economic growth, 
to implement the effective governance, to strengthen decen-
tralization processes and to reform the public finances sys-
tem. 

Conclusions. Effective fiscal policy provides an oppor-
tunity to increase the level and quality of life, to create condi-
tions for sustainable economic growth, to modernize the 
economy and social sphere, to achieve the strategic objec-
tives of socio-economic development.  

 

Актуальність теми дослідження. Побудова ефе-
ктивної системи державних фінансів передбачає удо-
сконалення фінансово-бюджетної політики як вагомої 
складової соціально-економічних перетворень.  

Постановка проблеми. На даний час важливими 
завданнями є обґрунтування ролі фінансово-бюджетної 
політики у соціально-економічних перетвореннях, роз-
криття її пріоритетних напрямів та завдань, визна-
чення шляхів їх реалізації. 

Аналіз останніх досліджень і публікацій. Розви-
тку підходів до формування та реалізації фінансово-
бюджетної політики, визначення її пріоритетних за-
вдань та шляхів їх реалізації присвячено публікації ши-
рокого кола вітчизняних науковців, серед яких 
Т. Боголіб, О. Василик, І. Запатріна, Л. Лисяк, І. 
Лук’яненко, В. Федосов, І. Чугунов та ін. 

Виділення недосліджених частин загальної про-
блеми. Разом з тим на сучасному етапі попри наяв-
ність численних наукових розробок важливим є поглиб-
лення дослідження ролі фінансово-бюджетної політики 
як складової соціально-економічних перетворень. 

Постановка завдання. Обґрунтувати роль фінан-
сово-бюджетної політики як складової соціально-
економічних перетворень, визначити пріоритетні за-
вдання та шляхи їх реалізації. 

Виклад основного матеріалу. Фінансово-
бюджетна політика є вагомим інструментом держав-
ного регулювання соціально-економічних процесів. На 
даний час основним завданням фінансово-бюджетної 
політики є стабілізація публічних фінансів. Базовою 
умовою зазначеного є утримання макроекономічної 
стабільності, прискорення економічного зростання, 
впровадження ефективного врядування, посилення 
децентралізаційних процесів та реформування систе-
ми державних фінансів. 

Висновки. Дієва фінансово-бюджетна політика надає 
можливість підвищити рівень і якість життя населення, 
створити умови для сталого економічного зростання, 
модернізації економіки і соціальної сфери, досягнення 
стратегічних цілей соціально-економічного розвитку краї-
ни.  
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Urgency of the research. Globalization determines the importance of deepening the state role in the 
regulation of socio-economic processes, improving the management quality level of the fiscal and mone-
tary system with increased effectiveness of their coordination [1]. In order to ensure the effectiveness and 
efficiency of public finance system transformations, an important task is the formation and implementation 
of an effective fiscal policy, which influence level will contribute to fiscal sustainability and balance as one of 
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the most complex and multifaceted processes. Deepening of the European integration processes can only 
be successful if it takes place on the background of the effective governance introduction. 

The creating of an effective system of public finances involves improving fiscal policy as an im-
portant component of socio-economic transformation. The fiscal policy should be co-ordinated with the 
strategic goals of socio-economic transformation, aimed at creating the proper conditions for deepen-
ing the interaction of the state and society.  

Target setting. Currently, the important tasks are to prove the fiscal policy role in the social and 
economic reforms, to open its priorities and objectives, to identify ways to implement them. 

Actual scientific researches and issues analysis. A wide range of domestic scholars’ publica-
tions including T. Boholib, О. Vasylyk, I. Zapatrina, L. Lysyak, I. Lukyanenko, V. Fedosov, I. Chuhunov 
and others devoted to the development of approaches to the fiscal policy formation and implementa-
tion, definition of its priority tasks and ways of their realization. 

Uninvestigated parts of general matters defining. However, at this stage, despite the numerous 
important scientific researches it is important to deepen the researches of the fiscal policy role as part 
of the socio-economic transformations. 

The research objective. To substantiate the fiscal policy role as a component of socio-economic 
transformations, to define its priority tasks and directions of their implementations. 

The statement of basic materials. Fiscal policy is a powerful instrument of state regulation of so-
cio-economic processes. At present, the main task of fiscal policy is to stabilize public finances. The 
basic condition for this is the maintenance of macroeconomic stability, acceleration of economic 
growth, the introduction of effective governance, strengthening decentralization processes and reform-
ing the system of public finances. 

In the context of strengthening European integration processes, the issue of improving the mecha-
nism for ensuring macroeconomic stability plays a significant role. The above information determines 
the necessity of developing an effective fiscal strategy aimed at achieving economic stabilization and 
economic growth. An important task here is the use of an effective methodology for monitoring macro-
economic instability, the development of a methodological basis for the concept of macroeconomic 
stabilization by assessing the possibilities of alternative methodological approaches for solving rele-
vant problems in countries with developed and transformational economies, assessing the risks that 
determine the stability of the macroeconomic system in a globalizing environment. 

An important task of accelerating economic growth is the transition to an innovative way of devel-
opment, which actualizes the issue of strengthening the impact of fiscal policy on creating a favorable 
investment climate, ensuring the effectiveness of the fiscal component and the stability of tax reve-
nues, seeking additional growth factors. 

It is important to note that a significant level of investment activity of the economy is the most im-
portant internal factor that stimulates expansion of production and, accordingly, economic growth. At 
the same time, capital investment contributes to an increase in wages without reducing the competi-
tiveness of enterprises, by allowing other domestic factors to stimulate economic growth. At the same 
time, the dynamics and structure of capital investment in recent years is heterogeneous. The share of 
capital investments at the expense of the state budget for 2011-2016 is 3,67%, including 5,21% for 
2011-2013, 2,12% for 2014-2016; at the expense of local budgets for 2011-2016, is 4.07%, including 
3.02% for 2011-2013, 5.13% for 2014-2016 (Tab. 1). 

Table 1 
Structure of capital investments by sources of financing for 2011-2016, % 

Sources of funding 2011 2012 2013 2014 2015 2016 

The funds of the state budget 7,20 5,96 2,47 1,25 2,53 2,58 

The funds of local budgets 3,21 3,13 2,72 2,70 5,22 7,47 

Own funds of enterprises and organizations 61,16 62,64 66,35 70,47 67,50 69,25 

Bank loans and other loans 15,19 14,54 13,90 9,91 7,59 7,55 

The funds of foreign investors 2,09 1,79 1,71 2,57 3,00 2,74 

Funds for housing construction 7,29 8,26 9,63 10,06 11,71 8,33 

Other sources of funding 3,86 3,67 3,22 3,05 2,44 2,09 

Source: created on the basis of [2] (excluding the temporarily occupied territory of Crimea and Sevastopol, for 2014-2016, 
also without part of the anti-terrorist operation zone)  
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Based on the leading foreign experience, it is expedient to take into account the influence of capital 
investments on the growth of real gross domestic product. The indicated relationship can be estimated 
using the regression equation: 

 
Y=α+bx 
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where: 
y – growth of real gross domestic product; 
х – the share of capital investments at the expense of the state budget in GDP. 
 It is also important to take into account the density of interconnection. This indicator is a sample 

linear correlation coefficient, which is calculated by the formula: 
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Thus, a significant level of direct correlation between the mentioned indicators is noted. 
The linear regression equation is following: 
 

                                                             y = 7.131x -5.845                                                          (3) 
 
Consequently, with an increase in the capital investments share at the expense of the state budget 

in the gross domestic product by one percentage point for the period of 2011-2016, the growth of real 
gross domestic product increases by 7,131 percentage points. 

Taking into account the mentioned  above methodology, with an increase in the capital investments 
share at the expense of local budgets in the gross domestic product by one percentage point for the 
period of 2011-2016, the growth of real gross domestic product increases by 12.598 percentage 
points. 

The linear regression equation is following: 
 
                                                              y = 12,598x -9,128                                                             (4) 
 
In present conditions, it is also worth pointing out that a number of structural problems that restrain 

the sustainable and balanced development of the domestic economy, in particular, the non-optimal 
structure of public administration, which manifests itself in the insufficient strategic direction of eco-
nomic sectors development, remain unsolved; uncertainty and volatility of business conditions, in par-
ticular pricing, tariff and currency policy; insufficient level of labor productivity and significant produc-
tion costs due to weak innovation activity of the real sector of the economy; inefficient system of finan-
cial resources distribution in the economy; insufficient volume of foreign direct investment attraction; 
external debt growth. 

In order to ensure the adequacy of the needs of the domestic economy in the financial resources 
and increase their accessibility, a significant role is played by attracting foreign direct investment, 
which is a major factor in the modernization of the economy on an indebted basis. At the same time, 
their decrease is noted in 2015 compared with the previous year by 21.05%, in 2016, compared with 
the previous year, it is 5.55%. 
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It is advisable to carry out systematic measures aimed at minimizing the dependence of the do-
mestic economy on the impact of the foreign economic situation. The main efforts in this regard should 
be focused on increasing the products exports volume with high added value and an increase in the 
innovative goods exports share. 

It is important to note that accelerating economic growth should take place at the expense of econ-
omy competitiveness increasing. The mentioned issues actualize the development of an active innova-
tion strategy, which provides the modernization of basic industries and accelerated formation of new 
high-tech economy sectors. In this case, the most important factor in improving the competitiveness of 
the basic industries is the widespread introduction of information and communication technologies. 

The issues of the effective state governance implementation in modern conditions are of particular 
importance. The experience of countries with developed economy shows that increasing the efficiency 
and effectiveness of state governance is carried out by applying an assessment of the public admin-
istration effectiveness A key aspect of improving the efficiency and quality of public governance is the 
creation of a comprehensive and objective system of indicators that reflect the responsibilities fulfill-
ment and the goals achievement degree. The most common approach for both developed and trans-
formational economies is usage of integrated performance and effectiveness indicators that reflect the 
main economic and political parameters of public administration. In particular, in order to modernize 
the public administration systems in the countries of Central and Eastern Europe, the Program for 
Supporting Improvement of Governance and Management was launched. 

The purpose of this  evaluation program is to assist beneficiary countries in their efforts to improve 
public administration, which would increase the efficiency of administration and stimulate the ob-
servance by the public sector of democratic values, ethics and respect for the law supremacy; assis-
tance in strengthening the countries capacity at the central level, which should contribute to solving 
the problems of globalization and support the countries integration plans to the European Union; sup-
port for European Union and other donors' initiatives aimed at helping beneficiaries carry out public 
administration reforms [3]. 

A criterion for the introduction of effective governance should be an effective return on the use of 
budget funds by strengthening the linkage of budget allocations with the country socio-economic de-
velopment priorities, directing financial resources to the most socially important directions, in particu-
lar, by strengthening decentralization processes that require appropriate legislative support. 

At present, a number of normative legal acts have been adopted in this area, among them: the Law 
of Ukraine "On Voluntary Association of Territorial Communities" dated February 5, 2015, № 157-VIII, 
aimed at forming an effective basic level of local self-government [4]; The Law of Ukraine "On Coop-
eration of Territorial Communities" dated June 17, 2014, № 1508-18, aimed at creating a mechanism 
for solving common problems of communities [5]; The Decree of the Cabinet of Ministers of Ukraine 
"On Approving the Concept of Reforming Local Budgets" dated May 23, 2007, № 308-p., saying the 
budget funds management decentralization was determined as the main task for transforming local 
budgets into an effective instrument of socio-economic development of administrative-territorial units 
[6]; Order of the Cabinet of Ministers of Ukraine "On Approving the Concept of Reforming Local Self-
Government and Territorial Organization of Power in Ukraine" dated January 04, 2014, № 333-р., ac-
cording to which the achievement of the optimal distribution of powers between local governments and 
executive authorities on the principles of subsidiarity and decentralization is marked [7]. 

These legislative acts created the prerequisites for increasing the administrative-territorial units 
competitiveness, ensuring their development, contributed to strengthening the country's motivation to 
inter-municipal consolidation and the capable territorial communities formation. At the same time, the 
issue of the lack of effective mechanism for providing financial support to voluntary associations of 
territorial communities, in particular the increase in their number, is not accompanied by a proportional 
increase in the amount of subvention for infrastructure development, remains unresolved; the issue of 
the responsibilities distribution between local governments and executive authorities, as well as func-
tions and responsibilities between local councils of united territorial communities and district state ad-
ministrations, is not regulated; it is important to introduce strategic planning and programming of the 
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united territorial communities development; mechanisms improvement for monitoring the local self-
government bodies activities. 

The implementation of systemic reforms of the public finance system involves increasing its trans-
parency and accountability in management, ensuring the distribution efficiency and financial resources 
use, effective budget forecasting. 

In particular, at present, expenditure on social protection and social security is the largest share of 
the state budget expenditures (for 2011-2016, the share of these expenditures in the general structure 
is 27.62%, including 26.97% in 2011-2013, and 26.33% for 2014-2016); expenditures for state func-
tions (for 2011-2016, the share of these expenditures in the overall structure is 15.93%, including 
13.8% for 2011-2013, 11.66% for 2014-2016). Expenditures for economic activity are not significant. In 
particular, for 2011-2016, the share of these expenditures in the overall structure is 8.62%, including 
10.63% for 2011-2013, 12.64% for 2014-2016 (Tab. 2). 

Table 2 
Structure of expenditures of the Consolidated Budget of Ukraine for 2011-2016, % 
Functional classification 2011 2012 2013 2014 2015 2016 

State functions 11,79 11,00 12,18 14,55 17,23 16,02 

Defense 3,13 2,92 2,93 5,18 7,62 7,09 

Public order, security and judiciary 7,74 7,39 7,78 8,49 8,05 8,60 

Economic activity 14,62 13,26 10,04 9,13 8,64 8,08 

Environmental protection 0,93 1,07 1,10 0,66 0,81 0,75 

Utilities 2,09 4,11 1,59 3,43 2,32 2,12 

Healthcare 11,60 11,79 12,16 10,82 10,40 9,00 

Spiritual and physical development 2,56 2,74 2,70 2,62 2,38 2,02 

Education 20,48 20,47 20,84 18,96 16,72 15,46 

Social protection and social security 25,06 25,25 28,67 26,15 25,84 30,87 
Source: created on the basis of [9] 

 
Basad on the regression equation (formula 1), with an increase in the share of expenditures on 

state functions in gross domestic product by one percentage point for the period 2011-2016, the 
growth of real gross domestic product decreases by 3,844 percentage points (5); the corresponding 
indicator of defense expenditures decreases by 4,102 percentage points (6); public order, security and 
judicial power decreases by 9,080 percentage points (7); for economic activity increases by 3,926 per-
centage points (8); environmental protection increases by 34,091 percentage points (9); housing and 
communal services decreases by 3,714 percentage points (10); health care increases by 1,955 per-
centage points (11); spiritual and physical development decreases by 4,401 percentage points (12); 
education increases by 2,348 percentage points (13); social protection and social security increases 
by 0.946 percentage points (14). 

Linear regression equations are following: 
 

                                                           y = 16,740-3,844х                                                         (5) 
 

                                                            y = 5,36-4,102х                                                            (6) 
 

                                                           y = 23,459-9,080х                                                         (7) 
 

                                                           y = 3,936х-15,624                                                         (8) 
 

                                                           y = 34,091х-11,744                                                       (9) 
 

                                                             y = 1,922-3,714х                                                        (10) 
 

                                                           y = 1,955х-8,722                                                         (11) 
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                                                            y = 2,363-4,401х                                                        (12) 
 

                                                           y = 2,348х-16,486                                                        (13) 
 

                                                            y = 0,946х-10,134                                                      (14) 
 
Thus, in the context of the limited financial resources, the main strategic objective of fiscal policy 

should be increasing the using budget funds efficiency and their concentration on the priority direc-
tions of country socio-economic development, with increasing of the budget expenditures share on 
economic development and preserving their social orientation. 

In order to ensure the effective formation and execution of different levels budgets, the transition to 
medium-term budget planning is a major task. In particular, according to the Strategy for Reforming 
the Public Finance Management System for 2017-2020, the implementation of the medium-term 
budget planning model, which main element is the three-year budget declaration as an instrument of 
combining the strategic priorities of the state with the budget possibilities, is identified as an important 
task. It is substantiated that the budget declaration should contain expenditures limit values for the 
main spending units which should be considered while planning their activities. In order to strengthen 
the reliability of the budget in the medium term, the introduction of a system for managing fiscal risks is 
envisaged [10]. 

It is also important to build a high-quality system of macroeconomic forecasts, to coordinate budget 
planning with strategic plans and country development programs, and to justify the principles laid 
down in the state planning framework. 

Conclusions. The fiscal policy is a significant component of socio-economic transformation. It pro-
vides an opportunity to raise the level and quality of population's life, create conditions for sustainable 
economic growth, modernization of the economy and social sphere, achievement of country socio-
economic development strategic goals. Strengthening of European integration processes at the pre-
sent stage of the public finances system development necessitates an increase in the fiscal policy effi-
ciency and the effective financial instruments use that will enable them to react to changes in the ex-
ternal economic situation, maintaining the holistic development parameters and ensuring macroeco-
nomic stability through the use of qualitative financial and economic forecasts and prerequisites laid 
down in the basis of budget planning. 

The introduction of medium-term budget planning will contribute to ensuring the efficiency and ef-
fectiveness of budget planning, improving the mechanism for making budget decisions and raising the 
level of transparency and accountability of the public finance system to society, will create a financial 
framework for strategic initiatives and a prerequisite for strengthening the fiscal discipline of the partic-
ipants in the budget process. 
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