Mpobnemmn eKoOHOMiIKKN Ta NMONITUYHOI ekoHoMiT 2017, N2 2
UDC 336.143.21

R. O. KALINOVSKYI,
Post-graduate student of the Department of Economic
Theory, Macroeconomics and Microeconomics,
Taras Shevchenko National University of Kyiv

BUDGET BALANCING IN THE STATE
STABILIZATION POLICY CONTEXT

The article reveals the essence of the process of state budget balancing. The key problems
connected with the state budget deficit are investigated. The state and dynamics of the Ukraine state
budget are considered. The ways of overcoming the consequences of state budget imbalances are
analyzed. It is proved that the fundamental measures to improve the balancing of the state budget of
Ukraine include: improvement of legal support of the budget process, improving the transfer policy
and improving the effectiveness of transfer payments, the rejection of the deficit financing concept,
counteraction to the "dirty" money laundering, the introduction of strict regime of the budgetary
funds economy etc.
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Statement of the problem. Structure and dynamics of the state budget is the
main indicator of the financial condition of any state. Permanent deficit of the state
budget creates problems associated with the inability of the state to ensure the
effective implementation of its functions, as well as loss of confidence of
international credit institutions and a further rise in the borrowed funds cost.

Today the majority of countries in the world have a deficiency of the state
budget, and in Ukraine it has become a chronic problem that determines the relevance
of the study.

Analysis of recent researches and publications. The issues of formation and
maintenance of the stabilization policy of the state, the development of effective
programs for the state budget balancing, the use of appropriate instrumentation are
very relevant and widely reported in domestic and foreign scientific works. Recently,
the problem of overcoming the budget deficit has become widespread and is in the
research interests of a significant number of scientists. Among the representatives of
western and Ukrainian economic thought, which investigated the issue, it should be
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noted Yu. Petlenko and Ye. Mylovanova [1], John Stiglitz [2], A. Mashko [3],
A. Danilenko [4], L. Balastik [6], V. Demianyshyn [7] A. Kolesnik [8] and others.

While there is no single opinion regarding the extent and the urgency of
overcoming the state budget deficit, but researchers offered various ways and
methods of dealing with this phenomenon. Also there is a tendency to a more
thorough analysis of this problem in the aspect of deepening of the global economy
debt processes in general and Ukraine in particular.

The purpose of this article is to investigate the influence of deficit of the state
budget for the implementation of the stabilization policy.

The main objectives of the study are:

- disclosure of such economic phenomena as the state budget deficit;

- highlight the key problems associated with the deficit of the state budget;

- review of the status and dynamics of the Ukraine state budget;

- finding ways to overcome the unbalance of the state budget and elimination
of the consequences of this phenomenon.

The research object 1s the provision of effective stabilization policy as a means
of overcoming the negative processes and phenomena in the economy.

The research subject is the analysis of the budget deficit in the context of its
impact on the implementation of government macroeconomic stabilization policy.

Results. State budget as an economic category reflects the real economic
relations between the state and other economic actors about the accumulation and use
of centralized cash resources of the country, is designed to perform the functions of
the state by the distribution and redistribution of GDP.

The state budget as the main financial plan of the state is the monetary
expression of the income and expenditure of the state for a certain period of time. The
formation of the financial resources reflected in the budget revenues and their use —
in its costs.

Budget revenues are formed by tax and non-tax and other revenues, which are
made on an irrevocable basis, including transfers, gifts, grants, etc. Budget
expenditures reflect the funds allocated for the financing of planned public programs
and activities, except for funds designated for repayment of the principal amount of
the state debt and refund of overpaid to the budget amounts.

Depending on the balance between revenues and expenditures the budget may
be balanced or unbalanced, that is to have a deficit or surplus. Budget deficit occurs
when the budget revenues do not cover its spending, the budget surplus is when
revenues exceed the budget expenses.

Since the government, like everyone, has to pay its bills, it is necessary to
reckon with budget constraints. There are two ways by which you can pay for your
expenses: you can increase revenues or borrow money. Governments can also use
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these two ways: they can increase revenues by raising taxes, or can deepen debt,
issuing government bonds. Unlike other economic agents, the government has a third
way — can issue money and use them to pay for goods and services that it buys.

The budget deficit is the excess of budget expenditures over budget revenues.

If for a certain fiscal year budget revenues exceed expenses, then the amount of
the difference there is a budget surplus, or excess.

The national debt is the total amount of debts of the state. The classic definition
of public debt refers to government debt, excluding the debt of the region budgets,
cities and other administrative-territorial units. But in some definitions, but the debt
of the government, state debt includes the debt of the nationalized enterprises, as well
as the amount of local budgets debt. Then, perhaps, more appropriate seems the term
“national debt” instead of “public debt”.

Also determine net national debt, which is equal to the difference between total
national debt and domestic debt.

The government balancing the state budget by the fiscal stabilization policy.
So, the Ukrainian scientist Yu. Petlenko identifies the following features of the state
fiscal policy [1, p. 29]:

1) the most important instrument of fiscal policy is the budget deficit as a result
of the state financial activities consequently to its economic and social development;

2) financial activity of the state regarding the regulation of the budget deficit is
manifested in interference in the economy, on the one hand through the
implementation of the policy of budget revenues formation, on the other hand, as a
mechanism to stimulate activities of economic entities;

3) state intervention in the economy affects macroeconomic equilibrium — the
aggregate demand and supply, and also aim to reduce the negative impact of
economic cycles on the stability of business activity.

At the same time, J. Stiglitz explored the fiscal policy through tax burden and
the optimal structure of the tax system, which aims to improve the welfare of the
population [2, p. 27-28].

Discretionary fiscal policy, which aims at effective use of public budget,
always solves a difficult alternative: stabilization of the economy or balancing of the
state budget. This becomes particularly acute if the fall in production caused by a
deficiency of aggregate demand. On the one hand, to stop the decline in production, it
is necessary to apply a stimulating fiscal policy. On the other hand, it will increase
the budget balance, that is, sends the budget to the deficit.

Budget balancing can be carried out in the following ways:

1. Annually balanced budget.

The annual policy balancing the budget enhances the action of economic
cycles, that is pro-cyclical. For example, unemployment is increasing (in the
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recession) -> incomes decline, therefore -> decreases the tax base -> reduced budget
revenues. In addition, growing budget expenditures (assistance to the unemployed,
and the like) -> Have a deficit budget. If in these circumstances balancing the budget
to prevent a deficit, -> will be necessary to increase taxes and/or reduce costs -> to
worsen the already depressed state of the economy.

If on the contrary, have full employment and inflation, -> increases the tax base
and budget costs are reduced -> occurs budget surplus. In these circumstances,
balancing the budget will require reducing taxes and/or increasing costs -> and this
will increase the inflation.

2. Cyclically balanced budget.

Cyclic balancing of the budget involves the simultaneous implementation of
counter-cyclical government programs and balancing the budget, but not on an
annual basis.

During the recession, the government lowers taxes and increases spending,
while deliberately aggravating the budget deficit.

During ascent, the government acts on the contrary: it increases taxes and
reduces spending, while deliberately increase its budget surplus.

But overall for the whole period of the economic cycle observed the budget
balancing. However, the main problem is that economic cycles are not uniform in
duration and depth. In addition, development stage and decline stage do not always
pass for the same duration of time.

3. Functional finance.

Supporters of the functional finance system are seeking a balanced economy.
The goal of a balanced budget pales into insignificance.

In their opinion, the state budget is not a matter of stabilization. The main thing
is the economy balance. And it does not matter if this achieved by using the budget
surplus or budget deficit. The government has a large, if not infinite, possibilities to
finance the budget deficit.

Based on the concept of functional finance, the current fiscal policy allows the
possibility of using an unbalanced budget. First of all it concerns the budget deficit. If
the budget deficit is a necessary condition for the stabilization of the economy, on the
one hand, the government consciously creating it; on the other, it provides for certain
sources of funding.

The choice of rational relation between the individual sources of funding is an
acute problem of fiscal policy. It is commonly accepted that the greatest threat to the
economy 1is monetary emission. Its use as a source of funding budget deficits
generates uncontrolled inflation, undermines incentives for long-term investment,
devalues the savings of households, reproduce the budget deficit.
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To limit monetary emission in many countries, the Constitution stipulates the
independence of the national issuing banks from the government. Furthermore, the
amount of monetary emission is governed by the Parliament.

Painless sources of budget deficit financing do not exist. Therefore, effective
can be only a prudent fiscal policy, according to which the state must continually
adjust its costs in response to changes in income, and government loans be used only
if they have the potential to create sources for their return.

It is essential that the share of the national debt owned by foreigners was
moderate. If it is very large, for the country significantly increases the risk of default
and are washed out financial resources of the national economy.

The global financial science ambiguously evaluate the effect of budget deficit
on socioeconomic processes in society. Therefore, considering the socio-economic
consequences of the budget deficit, it is necessary to consider various factors and
ways of influence of the deficit on the economy, social sphere and social protection
of population taking into account specific situations. Considering these approaches,
the consequences can be positive, negative or absent.

What about the positive influence of budget deficit on the economy wrote
J. M. Keynes. Developing the Keynes theory, neokeynesians argued about the need
for a balanced budget in time, i.e. need to replace budget deficits during wars and
crises by the active budget during economic upswings. Consequently, the budget
deficit was considered an anti-crisis factor. "After World War II, Keynesian theory
was used in almost all industrialized countries, with the result that the budget deficit
became an important fiscal policy instrument, was used during the solution of diverse
problems and took an important place in the theory of economic growth and cyclical
theories of economic regulation" [3, p. 156].

Today the vast majority of theorists and practitioners of the world are inclined
to think that the budget deficit has a negative impact on the socio-economic processes
in society. The budget deficit is a cause of reduced efficiency of the tax system,
weakening incentives to work, undermining the confidence of members of society in
the future.

Since stabilization policy is reduced to the manipulation of the state budget and
changes in the money supply, its implementation directly affects the size of the
budget deficit and public debt.

The state budget deficit can be financed either through its monetization, or for
the account of the loan from the population or from the rest of the world.

Because the monetization of public deficit means an increase in the money
supply, contributes to the growth of national income, under certain conditions, this
can eliminate the budget deficit.
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After the exhaustion of the possibilities of reducing budget deficit through
monetization of the public debt it is growing by the size of the budget deficit this
year.

With a large public debt expenses on its maintenance that is the primary
expenditure of the state budget significantly limit the ability of the government in
fulfilling its core functions and in the conduct of stabilization policy.

Payments on the public debt may be the main or even the sole cause of the
budget deficit, creating a vicious circle: state budget deficit — increase in the
national debt — increase in debt service costs —> state budget deficit.

The general state budget deficit reduced by the amount of interest payments on
the national debt, called the primary deficit. In countries with large public debt, in the
absence of the primary deficit often there is a general deficit of the state budget. This
is the situation in Russia in 1999-2000.

The government in its activity is committed to a balanced allocation of costs
and revenues. In order to achieve this, you need to have a clearly established system
of budget management, which could ensure the efficient use of funds.

The budget deficit is a financial phenomenon, not necessarily related to the
category of extraordinary events. In today's world no state, which in certain periods
of its history are not experienced with the budget deficit.

In Ukrainian economic science, until recently, prevailed a purely negative view
on the budget deficit. It was seen as a very negative feature typical for the developed
countries budgets. Extremely negative consequences (financial, economic, social) of
huge budget deficits require the implementation of a system of measures on its
overcoming, carrying out an active fiscal policy, the use of internationally accepted
methods of dealing with the deficit. Striving for balancing budget income and
expenses by balancing the state budget today is one of the main tasks for the
government.

In most countries of the world, including Ukraine, budget deficits became
chronic, which contributes to the deepening of financial instability. They give
impetus to inflation and diverts significant amounts of financial resources from the
private sector. "Inability to control and withdrawal of the question of the budget
scarcity constraint are the cause of the deterioration of financial discipline in the
country and deepening of the financial irresponsibility of governments" [4, p. 95].

Below we can see the dynamics of the Ukraine budget deficit for 2008-
2016 years (table 1):
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Table 1
The dynamics of the Ukraine state budget in 2008 — 2016 years
Revenue Expenditure Lending Balance
o
Year | min | % OD [ min | o Gpp | MM | ogoe | ™% | % Gpp
2008 | 231686,3 | 24.44% | 241454,5 | 25.47% 2732,5 0.29% | -12500,7 | -1.32%
2009 | 209700,3 | 22.96% | 242437,2 | 26.54% 2780,3 0.30% | -35517,2 | -3.89%
2010 | 240615,2 | 22.23% | 303588,7 | 28.04% 1292.0 0.12% | -64265,5 | -5.94%
2011 | 314616,9 | 23.90% | 333459,5 | 25.33% 4715,0 0.36% | -23557,6 | -1.79%
2012 | 346054,0 | 24.56% | 395681,5 | 28.08% 3817,7 0.27% | -53445,2 | -3.79%
2013 | 339180,3 | 23.31% | 403403,2 | 27.73% 484,7 0.03% | -64707,6 | -4.45%
2014 | 357084,2 | 22.79% | 430217,8 | 27.46% 4919,3 0.31% | -78052,8 | -4.98%
2015 | 534694,8 | 27.01% | 576911,4 | 29.14% 2950,9 0.15% | -45167,5 | -2.28%
2016 | 616274,8 | 25.86% | 684743,4 | 28.73% 1661,6 0.07% | -70130,2 | -2.94%
Source: [5].

The rapid elimination of the budget deficit, not accompanied by real steps
towards stabilization of the economy, will only complicate the already difficult
financial situation in the country, creates unnecessary obstacles in the way of decent
exit from the crisis.

"The reason of financial policy inefficiency in Ukraine during the whole period
of independence is the lack of clearly defined and articulated goals of social
development, goals and strategic objectives for the long term, which led to
uncertainty of role of the state, especially in relation to the content and instruments of
this policy" [6, p. 22]. An important step in the struggle to reduce the budget deficit
in Ukraine is to develop an optimal model of fiscal rules, which would meet the
criteria of clarity of definition, transparency, adequacy, consistency, simplicity,
flexibility, mandatory execution, and support from other areas of economic policy.

According to fiscal rules each year in the process of drafting, review, approval
and execution of the budget, it is advisable to carry out complex tactical actions
associated with balancing the budget, reducing the budget deficit.

Deficit financing of national economy can be justified only under the condition
that the rate of GDP growth will outpace the growth in state and local budgets and the
costs of servicing the public debt. In the world practice one of the most important
methods of dealing with the deficit is the fiscal rules have been widely used in
connection with the trend towards decentralization of the budget system in order to
avoid macroeconomic and financial instability. Fiscal rules depends on the needs of
the budget system in resources. They are severely restricted at all levels of the budget
process and institutional characteristics of the country. They acquire the shape of
legislative norms, budget process procedures and marginal indicators [7, p. 122]:

- The balanced budget rules. Among the rules of a balanced budget the central
place is occupied by the "golden rule" of public finance, which implies a balanced
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budget of revenues and expenditures, i.e. the budget deficit may not exceed the total
volume of state investments (Japan, Germany, USA), the cyclical budget balance
(Denmark, Netherlands, Switzerland) and setting a limit on the size ratio of budget
deficit to GDP of the country (European Union countries).

- Regulations on state borrowing. Among the rules regarding restrictions and
prohibitions of government borrowing are the following: the prohibition of internal
state borrowings (used in countries with underdeveloped financial markets, for
example, in Indonesia), the prohibition of government borrowing from the Central
Bank (the European Union, Japan, USA) and size limits of government borrowing to
last year's volumes of the countries budget deficit (Brazil, Egypt, Morocco).

- Debt and reserve rules. Debt rules require the establishment of limits on the
size of the ratio of public debt to GDP, and the reserve — associated with the
formation of special funds to prevent financial crises, when the need arises to support
the social benefits of a reduction in revenue of the state budget.

If fiscal policy is focused on extending the state sector of the national
economy, it should increase fiscal spending and taxes, creating a stimulant effect.
When fiscal policy is aimed at supporting the private sector, it should reduce taxes
and limit budget spending, which is fast enough to reduce inflation.

In addition to fiscal rules in the preparation and execution of the state budget, it
is advisable to carry out complex tactical actions related to the reduction of budget
deficits [8, p. 108]:

- improvement of legal support of the budget process, make the necessary
changes in the laws and legal acts which would ensure the balancing of the state
budget at all stages of the budget process;

- improvement of the transfer policy and improving the effectiveness of
transfer payments, in particular the reduction of payments to unproductive branches
of national economy;

- the rejection of the deficit financing concept (a situation in which expenses
exceed planned revenues funded from additional received income and attracted
budgetary sources);

- counteraction to "dirty" money laundering, better state program support of the
national economy deshadowing and strengthening of managers responsibility at all
levels of government for misuse of budgetary funds;

- the introduction of strict regime of budgetary funds economy, in particular
reducing the cost of public administration, elimination of unjustified and ineffective
economic and social benefits and the like.

Conclusions and recommendations for further research. In summary, we
can conclude that the impact of budgetary processes on the economic situation in the
country is a fundamental milestone in the definition and conduct of macroeconomic
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stabilization policy. The classic lines of reducing the budget deficit is to increase
revenue and decrease expenditure, internal and external borrowing. However, you
should consider the positive and negative aspects of each of them and to produce in
each of these tools effective measures to stimulate the reduction of the budget deficit.

The fundamental measures to improve the balancing of the Ukraine state
budget include the following: improvement of legal support of the budget process, the
use of advanced technologies, budget planning and management, improving transfer
policy and improving the effectiveness of transfer payments, finding the reserves to
increase the revenue of the state budget, the rejection of the deficit financing concept,
counteraction to the "dirty" money laundering, the introduction of strict regime of
budgetary funds economy and the like.

Chronic state budget deficit is a significant threat to the economy, because it
delays the financial resources of the state for the servicing and repayment of public
debt. On the other hand, it requires a fixed financing of a certain amount of
government spending to maintain the priority sectors of the economy and the target
level of employment, even if it leads to the budget deficit deepening. The search for
optimal strategies for balancing the budget under these conditions is the basis for
further research.
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KaninoBebkuit  P.O., acmipant, KuiBcbkuii HamioHaJbHHMH yHiBepcuTeT iMeHI
Tapaca IlleBuenka

30amaHcyBaHHs 010/IZKeTy B KOHTEKCTi cTa0lIi3aliiiHoI IOJIITHKY /iepKaBH

VY crarTi po3KpUTO CYTHICTH Tpoliecy 30allaHCyBaHHsI JAep>KaBHOTO Oropkery. JlocmimkeHi
KIIIOYOBI MTPOOJIEMH, TTOB’s13aHi 13 JeiUTOM Iep>KaBHOrO OI0/pKeTy. PO3risHyTi cTaH Ta JUHaMiKa
nep>kaBHOTO Or0KeTy YKpainu. [IpoaHanizoBaHi NIISXW MOMOJIaHHS HACTIIKIB PO30alaHCYBaHHS
Oroxery nepxau. OOIpyHTOBAaHO, IO /IO OCHOBOIOJIOKHUX 3aXOJiB TOKpAIEHHS IPOLECY
30aJlaHCYBaHHS JIEP’KaBHOTO OIOKETy YKpaiHM MOXKHA BIJHECTH: YAOCKOHAJIEHHS HOPMAaTHBHO-
MPaBOBOro 3a0e3MedeHHs] OIJHKETHOrO IMPOIECY, YAOCKOHAJICHHS TpPaHC(HEPTHOI MOJITHUKU Ta
MIJIBUINCHHS €(PEeKTUBHOCTI TpaHCHEpPTHUX IUIATEXKIiB, BIAMOBAa BiJ KOHIEMIII ae(IiuTHOTO
¢biHaHCYBaHHS, MPOTUIIS BIIMUBAHHIO «OPYAHUX» TPOIIEH, 3alpPOBAHKEHHS JKOPCTKOTO PEXUMY
€KOHOMII OFOKETHHUX KOIITIB TOIIO.

Knwuosi cnoea: craGimizamiiiHa mMONITHKA, OepXKaBHUN OrokeT, Aediumur OromKery,
(bickanpHI IpaBuUIIa, 30aJIaHCOBaHICTh OIOKETY, IepKaBHUN 00pr, icKaJIbHA MOJITHKA.

KamunoBckuii P.A., acnupant, KueBCcKHii HAUMOHAJbHBI YHUBEPCUTET HMEHU
Tapaca IlleBueHKo

CoanancupoBaHue 0102KeTa B KOHTEKCTe CTAa0UIM3AIMOHHOM MOJUTHKH FOCy1apcTBa

B crarbe packpbiTa CYIIHOCTH Tpoliecca cOamaHCHpPOBaHUS TOCYJApCTBEHHOTO OFOKETA.
HccnenoBanbl KitOueBble MPOOJEMBI, CBS3aHHbIE C JCPUIUTOM TOCYAApCTBEHHOrO OO/KeTa.
PaccMoTpeHb! cocTOsIHUE U IMHAMHKA TOCYIapCcTBEHHOTro OropkeTa YKpaunsl. [IpoananuznpoBaHbl
MyTH TIPEOJIOJICHHs TIOCIICICTBUM pa30alaHCUPOBKH OropkeTa rocymapcTtBa. OOOCHOBAHO, YTO K
OCHOBOTIOJIATAIONIUM  MEPOINPHUATHSAM IO  YIYYIIEHHWI0O  Tporecca  cOalaHCHUpPOBAHUS
roCy/lapCTBEHHOr0 Oro/pkeTa YKpauHbl MOXHO OTHECTH: YCOBEPIIEHCTBOBaHHE HOPMAaTHBHO-
paBoBOro obecrieueHus: OI0HKETHOTO MPOIEcca, YCOBEPIICHCTBOBAHNE TPAHCPEPTHON MOTUTUKU
1 moBbllieHUE A()PEKTUBHOCTH TpaHC(EPTHBIX TUIATEKEH, OTKAa3 OT KOHIEMIUHU ACPHUIUTHOTO
(buHaHCUPOBaHUS, IPOTHUBOJCHCTBUE OTMBIBAHUIO «TPSI3HBIX» JIEHET, BBEJICHUE )KECTKOTO PEKUMAa
SKOHOMMHU OIOJKETHBIX CPEJCTB U T.1.

KiroueBble cioBa: CcTaOMIM3AalMOHHAS TOJIMTUKA, TOCYJAAPCTBEHHBIA OMOKET, AePUIUT
OrokeTa, (UCKambHBIE TIpaBWia, COATAHCHPOBAHHOCTh OIOKETa, TOCYAApCTBEHHBIA JOJIT,
(uckanpHas MOIUTHKA.
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