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ANALYSIS OF SOCIAL INFRASTRUCTURE EXPENDITURE
AND ITS EFFECT ON SOCIAL FUNCTION OF THE STATE

In the article the current system of state administration of the socio-economic development of the country is ap-

preciated. The assessments of the main indicators of the socio-economic development of the state are made. It is
shown that the current administration of the social sphere excludes all kinds of incentives for economic develop-

ment and corresponding growth of revenues of the state and local budgets. The realities of implementation of
the basic principles of social responsibility by business entities are reproduced. The situation with the budgetary
decentralization is present which showed only a slight improvement in local budget revenues. It is mentioned
that the effect of two budget codes and constant changes to the formula for calculating the equalization of local
budgets deprive them of long-term development. The actual change in the structure of cash income of the popu-

lation is analyzed. The estimates of the structure of the expenditures of the Consolidated Budget of Ukraine and
their comparison with the main taxes (personal income tax, corporate income tax, value added tax) are made.

This has shown a decrease in real own income of the population, especially hired workers. The situation with

unreasonable growth of expenditures of the consolidated budget of Ukraine for economic activity and comparison

with other expenditures of the consolidated budget of Ukraine, in particular, on health care is shown. The study

of the pressure on the budget of ever-increasing expenditures on the external debt servicing is given attention.

The existing methodology of budget expenditure planning is analyzed. It is based on the need to maintain exist-

ing objects and institutions, and not on objective social needs. It has been established that the current system of
state management of socio-economic development of the country based on the present institutional basis does
not stimulate economic budget growth in general in Ukraine and its territories. The need to change the principles

and approaches of budgetary provision of social expenditures, taking into account the situation with constant
restriction of financing of such expenditures, is highlighted.
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AHAJII3 BUJATKIB COUIATIBHOI IHOPACTPYKTYPU TA IX BITJIMB
HA BUKOHAHHS AEPXKABOIO COLTAJIbHOT ®YHKIIIT

Ouyinena uunna cucmema 0epiucagHo20 Ynpasaints COUianbHO-eKOHOMIMHUM PO3BUMKOM KPAinu, AKa 6a3yembcs
Ha HAABHIL THCMuUmYUiiHii ocHo8i. 30ilicHeHO OUiHIOBAHHA OCHOBHUX NOKA3HUKIE COUIANbHO-eKOHOMIYHO20
Po36UMKY 0epicasu ma ixHbo2o énausy Ha nomenyian couianizayii. OkpecieHo menepiuHiii cmaH, Koau
AOMIHICMPY8AHHS COUIANbHOI chepu BUKAIOUAE BCIAAKI CMUMYAU eKOHOMIYHO20 PO3BUMKY Ma 6i0N08IOH020
3pocmatusa 00x00ie depicasnoeo ma micyegux Orodxcemis. Biomeopeno peanii 6uKoHanHs 0izHeco8uUMU
cmpykmypamu 6a308ux nPUHUUNIe coyiarvHoi éidnogioasvnocmi. Onucano cumyauyito 3 0100ACeMHOI0
deyenmpanizayicio, AKa 3aceiouuna auue He3HauHe NoKpaueHHs 00xodie micyesux 6r0dxicemis. Biomiueno, uio
dis 060x O100xcemHUX KOOeKcie ma nOCMIliHi 3MIHU POPMYAU PO3PAXYHKY GUPIGHIOEAHHS MIicYe8ux Or00dicemis
nosbasasitoms ix moxcausocmi nepchekmueno2o posgumky. Ilpoananizogano pakmuuny 3miny cmpykmypu
epoutogux doxodie HacenenHs. OyiHeHo cmpyKmypy 8UKOHaHHA eudamkie 3eedenoeo brodxcemy Yipainu ma
X nopigHaHHA 3 OCHOBHUMU nodamKamu: Ha 00xo0u Qizuunux ocié, Ha npubymok nionpuemcme, Ha 000any
eapmicme, Ha Uili 0CHO8I NOKA3AHO 3MEHUIeHHS PeaNbHUX 81ACHUX 00X00i6 HaceaeHHs, 0COONUB0 HAUMAHUX
npauisnuxie. Ilpudineno ysaey HeoOrpyHmo8anomy 3poCmanHo 8udamkie 3gedernoeo Orodicemy Ykpainu Ha
EeKOHOMIYHY OifNbHICMb MA NOPIBHAHHSA IX 3 IHWUMU 8UOAMKAMU 36e0eH020 Orodxicemy Ykpainu, 30kpema Ha
0XOPOHY 300p08°s1, a MakKoic 00CAIONCeHHIO MUCKY Ha Oro0cem yce Oinbluux eU0amKie Ha 00CAY208Y8aHHS
306HIUHBOO 00p2Y | 3MEHUEHHIO Y 36 93Ky 3 YUM COYIanizauilinoeo NomeHyiany Kpainu.

Karouoei caosa: coyiarizauitinuii nomenyian, éudamiu 6100xcemy, nodamku, 00Xo0u HACeNeHHS, COUIANbHA
deporcasa, po3eumox.
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AHAJIN3 PACXOJ0B COLIMAJIbHOM UH®PACTPYKTYPbI U UX BIUSHUE
HA BBITIOTHEHUE TOCYIAPCTBOM COIIMAJIBHOM ®YHKIIUU

Ouyenena deilicmgyouas cucmema 20cy0apcmeeHH020 YRPAGAeHUs. COUUANbHO-IKOHOMUMECKUM PA3GUmuem
cmpaHul, 6a3UPYIOWAsICS HA CyuleCmeyioujeil HolHe UHCMUMYUUOHANbHOU ocHoge. OuyeHeHnbl 0CHOGHble
noKazamenu COYUANbHO-IKOHOMUHECK020 PA3GUMUS 20CY0apCMEa U UX GAUSHUE HA NOMEHUUAN COUUANU3AUUL.
Onucana ce200HAWHAS CUMYAYUsl, 8 KOMOPOU AOMUHUCMPUPOBAHUE COUUANbHOU Chepbl UCKAoUaem ece
B03MOJICHBIE CIUMYAbI IKOHOMUUECKO020 PA3GUMUS U COOMEEMCMEYIouleco pocma 00x0008 20cy0apcmeeHHo20
u mecmHubix 6100xcemos. Oxapakmepuz08anbl peanuu 8bINOAHEHUs OU3HeC-CMPYKMYpamu 6a308biX NPUHYUNOE
coyuanvhoti omeememeernnocmu. Hznoxicerno noaodcenue ¢ 6100xcemnoil deyenmpanuzayueil, NOKa3asuiei 1uulb
He3HauuUmenvHoe yayuleHue 00xo0068 mecmuvix 0r0dxucemos. Ommeuerno, umo deticmeue 08yx 0H0HCEMHBIX
KO0OeKC08 U NOCMOsIHHbIE USMEHEHUsl (opMYabl pacuema 6bipaeHUBAHUS MECIHBIX 0I00JCemMO8 AUWAIOM UX
nepcnexmuenoeo pazeumus. [lpoanarusuposano paxmuueckoe usmeHeHue cmpyKkmypol 0eHeHCHbIX 00X0008
HaceneHus. Boinoanena oyenka cmpykmypol gvinoaneHus pacxodos Ceodnoeo 01dxicema Ykpaunol u ux
cpasHenue ¢ OCHOBHbIMU HAN02AMU: HA 00X00bl (YU3UMECKUX AUY, HA NPUOLLAL NpeOnpusmuil, Ha 000a6AeHHYI
cmoumocmob. AHAAU3 NOKA3aA YMEHbUICHUE PeanbHbiX COOCMBEHHbIX 00X0008 HACeAeHUS, 0COOCHHO HACMHbIX
pabomuukog. Yoeseno enumanue neobochogannomy pocmy pacxodog Ceodnoeo 6rodxcema Ykpaunol Ha
IKOHOMUHECKYIO 0esIMeNbHOCMb U CPAGHEHUE UX C OpYeUMIU €20 pACX00ami, 8 YACMHOCMU, HA 30PA600XPAHEHUE,
a makoice uccaedosanuro dasaenus Ha 6r00icem ce OOAbUIUX PaAcx0008 Ha 00CAYICUBAHUE BHEUIHe20 0042A U
VMEHbUIEHUI) 8 CEA3U C IMUM COUUANUZAUUOHHO20 NOMEHUUAAA CPAHDL.

Karouesnie caosa: coyuanvras uHgpacmpykmypa, pacxoosi 6100xicema, Hanoeu, 00xXo00bl HaceaeHus, COUUANbHAS
@yHKyus, pazsumue.

The formulation of the problem. The development of social infrastructure should be reco-
gnized as one of the most important parts of the socio-economic policy of the state aimed
at increasing social well-being. The effective functioning of social infrastructure, which is
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expressed including in professional management, is a source of satisfaction of the vital needs
of the population. At present, the discrepancy between many of the applied management
paradigms, the conditions of the transition period of the Ukrainian society development
and the social goals determined by the statistics of «the government governance indexes»
conducted by the World Bank based on the estimates and statistics, is becoming obvious.
Ukraine has the lowest rates on such indexes as «voice and accountability», «rule of law»
and «Control of corruption».

Naturally, as a result, the problem of social progress in the context of providing or achiev-
ing the necessary sociality is a complex matter and has a history of development of theoretical
and methodological concepts and practical attempts to solve it, based on the capabilities and
specific conditions of the country. Despite a large number of relevant proposals and genera-
lizations on various aspects of the social economy, there are still gaps in the theoretical and
in the methodological context that prevent the development of the systematic approach to
the mechanism for the development and functioning of a social state. This is especially true
of the budget of the country, whose expenditures are not only perceived, but actually have
become one of the main indicators of the direction and perfection of the social system.

Ukraine is constitutionally proclaimed as a social state requiring the introduction of a
social function not only as an urgent civilized form of state formation, but as a mandatory
condition for the achievement of constitutional norms. Therefore, the actual issue is the
study of expenditures on social infrastructure and the implementation of the social function
of the state.

Analysis of recent research and publications. The representatives of the Western scientific
thought were included in the coverage of the theoretical content of social issues, in particu-
lar, J. Keynes, K. Marx, T. Marshall, V. Oyken, A. Saint-Simon, J. Stigler, J. Schumpeter,
R.Titmuss [1] and many others.

Recently, in Ukraine, much attention is being paid to the development of theoretical
and methodological issues of economic socialization, to the substantiation of social policy,
to the provision of social orientation in the market economy, to the provision of public
services, etc. The issues of increasing budget support for the state and local budgets and a
wide range of these issues have been highlighted in recent years by leading scientists at the
Ptoukha Institute for Demography and Social Studies, such as N. Dieieva, E. Libanova,
O. Makarova, V. Novikov, and others [2—4]. The issues of the balance of social processes
are very complicated, especially in our time, when there is an extremely high dynamics of
the socio-economic processes in the country, so they are not well developed.

Setting the objective. The purpose of the article is to make an assessment of the main
indicators of socio-economic development of the state regarding the financing of those areas
directly related to social infrastructure and the relationship with the implementation of the
social function of the state.

Presentation of the main research material. The current system of state management of
the socio-economic development of the country based on the current institutional basis does
not stimulate economic budget growth in general in Ukraine and its territories and does not
allow overcoming the challenges and threats of the events in the Donbas.

In addition, the slow elimination of the traditional contradictions by the Ukrainian
authorities between the market economy and, in fact, the Soviet principles of administration
of the social sphere excluded the possibility of its transformation into a reliable stimulator
of the economic development and corresponding growth of revenues of the state and local
budgets. At present in Ukraine, the essence of the «social state» from citizens to politicians
is reduced mainly to the words of Professor R.Titmuss: «A social state is established when all
citizens are entitled to receive social services that the private sector can not provide» [1].
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Fig. 1. Dynamics of changes in GDP, financial results, incomes and expenditures of the consolidated budget
of Ukraine in 1999—-2016, UAH billions

Source: compiled according to the Statistical collections «Budget of Ukraine» for 1999—2016 [6].

Figure 1 reproduces the realities of the implementation of the basic principles of social
responsibility by business entities, based on maintaining sustainable financial results of the
economy and increasing participation in the provision of incomes of the consolidated budget
of the country, which clearly show that incomes of the consolidated budget of Ukraine in
1999—2016 were not provided by business, but the subject with regards to which it should
have full social responsibility, that is, the population.

However, the criticality of the causes of the emergence of social problems in our cou-
ntry, due to the imperfection of the institutionalization of the implementation of the social
function of the state, in our opinion, has two components.

Firstly, this is the lack of measures to neutralize the potentially destructive social nature
of the market, despite the fact that for this purpose our state has full responsibilities and
rights, as Ukraine, unlike many European countries, has been constitutionally proclaimed
as a social state.

It is clear that this requires the introduction of a social function not only as an urgent
civilized form of state building, but as a prerequisite for the achievement of constitutional
norms.

Our estimates of the structure of the expenditures of the consolidated budget of Ukraine
have been made, which compiled according to the indicators of the Ministry of Finance of
Ukraine, in terms of achieving the effectiveness of the implementation of the social function
of the state, show the following:

1. The tendencies of centralization of incomes in the state budget continue to grow, with
the simultaneous significant increase of the burden of local self-government bodies through
the delegation of additional powers by the state to the local level. The exception is 2016, in
which the revenues of local budgets increased by 3.3 percentage points compared to 2015.
This is the result of budget decentralization. Instead, expenditures increased by 0.7 percentage
points. This suggests that the financial resources have become on the ground larger, but the
powers transferred from the center to the regions have further increased.

Figure 2 shows that since 2010, the volume of local budget revenues and expenditures
has started to polarize due to the growth of volumes of various types of intergovernmental
transfers (grants, subventions, etc.).
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Fig. 2. Trends in changes in the structure of revenues and expenditures of local budgets in the consolidated
budget of Ukraine for 2000—2016, %

Source: Compiled according to the State Statistics Service.

2. Constant changes in the formula for calculating the alignment of local budgets depr-
ives them of long-term development. Current transfers to local budgets for 2002—2015, that
is, for the period of the two Budget Codes [6—7], has show their total growth from 65.2 to
76.8 percent, including the share of wages and payrolls increased from 35.8 to 37.7 percent;
the share of medicines and bandages, and food products decreased from 2.6 to 2.4 and from
3.4 to 2.7 percent, while the share of social security expenditures increased from 17.2 to
23.7 percent.

3. In the state, the concentration of all social mechanisms and opportunities for welfare
of the population has been increasing. The confirmation of this assertion is the actual
change in the structure of monetary incomes of the population in 1995-2016, which is shown
in Figure 3.
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Fig. 3. Dynamics of the share of wages, social transfers in the monetary incomes of the population of
Ukraine in 1995-2016, %

Source: Compiled according to the State Statistics Service.
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Fig. 4. Comparative analysis of separate expenditures and revenues of the consolidated budget of Ukraine
for 2002—2016, UAH billions

Source: compiled according to the State Statistics Service of Ukraine.

4. The share of budget funds used for economic activity in 2002 was almost the level of
health care expenditures for the entire population of Ukraine (11.9 and 12.5 percent respec-
tively). In 2003—2009, expenditures on economic activity constantly exceed not only health
care expenditures, but also the volume of paid taxes and salary fees paid by all economic actors
(Fig. 4), but such changes did not contribute the growth of taxes from economic activity.
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UAH billions

Source: compiled according to the State Statistics Service of Ukraine.
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In recent years there has been a tendency for inadequate changes in the amount of the
income tax and personal income tax, in which the amount of the income tax from 2011 is
lower than the tax on personal incomes, include in 2014 less than 1.9 times (40.2 and 75.2),
in 2015 — 2.6 times (39.1 and 100.0), in 2016 — 2.3 times (60.2 and 138.8), even less than
the volume of expenditures of the consolidated budget of Ukraine, which was spent on eco-
nomic activity in 2014 by almost 9 % (40.2 and 43.6), in 2015 by 30.5 % (39.1 and 56.3), in
2016 — again by 9 % (60.2 and 66.2).

The rates of taxes that reduce the real own income of the population especially the em-
ployees (Fig. 5) are growing at a faster pace: the personal income tax, internal taxes on goods
and services (the value added tax, the excise tax on manufactured goods in Ukraine, etc.)

The most acute consequence of the ineffective implementation of the social function
of the state in terms of its financial support is the sharp increase in the volume of state
and state-guaranteed debt, which in 2016 amounted to 2.5 times higher than incomes of
the consolidated budget of Ukraine, including only the external state debt of the country
is already greater than all revenues of the consolidated Budget of Ukraine on 25 % and
197.5 billion UAH respectively (Fig. 6).

In the Analytical Report of the National Institute for Strategic Studies to the Annual
Report of the President of Ukraine «On the Internal and External Situation in Ukraine in
2016», «the excessive debt burden» is classified as one of the most complex «challenges and
threats to the financial system» of the state. It states that «...in relation to GDP, the state and
guaranteed state debt in 2015 amounted to 79.4 % (69.4 % of GDP in 2014), which exceeds
the marginal debt burden of 60 % of GDP, as foreseen by the Budget Code of Ukraine» [8,
p. 64].

Each year, the volume of state budget expenditures for servicing the state’s debt grows,
which in the year 2015 increased from 49.4 % to UAH 86.2 billion, i.e. by 1.7 times and al-
ready exceeds 20 % of health care expenditures (Fig. 7) and in 1.7 times the expenditures of
the consolidated budget for defense, 5.5 times the expenditures on housing and communal
services.
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Fig. 6. Dynamics of changes in revenues of the consolidated budget of Ukraine, expenditures of the consoli-
dated budget of Ukraine and the total amount of state and state-guaranteed debt, UAH billions

Source: compiled according to the State Statistics Service of Ukraine.
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Fig. 7. Dynamics of changes in the volume of servicing of debt obligations of the state in comparison with
expenditures on healthcare, education, social protection and social security in 2000—2016, UAH billions

Source: compiled according to the Ministry of Finance of Ukraine.

So, the evaluations of the main indicators of the socio-economic development of the
state have shown a consistently low level of funding for those areas that directly concern the
social infrastructure. The degree of provision of various groups of population in the regions
does not match such criteria as the level of satisfaction with the material status, labor and
occupation, housing conditions, health services, and the situation in the family.

A striking example of this state of affairs in the country is the situation in the Dniprop-
etrovsk region. Thus, one of the most powerful industrial development regions (2nd place by
GRP per 1 resident in 2015), with the strongest and stable income base (2nd place by own
income per 1 resident in 2015), the number of hired workers (2nd place in 2015) in terms of
spending on the socio-cultural sphere per inhabitant occupies only 15th place in 2015. This
is the highest rank in the previous 11 years (from 2003 to 2014, the region was in a stable po-
sition at the 22nd place). In particular, for expenditures for education per 1 resident in 2015,
Dnipropetrovsk region occupied only 12th place, with expenditures on social protection and
social security per 1 resident — 19. Only in the health and housing and communal services
sectors there is a positive dynamic (3rd and 2nd rank in 2015, respectively).

Consequently, there is a paradoxical situation of discrepancy between what resource
the region produces and what it spends. Dnipropetrovsk region is in unfair conditions and,
in the first place, it suffers from its inhabitants who receive less social services than they
should. Obviously, the adoption of the budget code in 2001 and 2010 has led to such a state
of affairs.

Conclusions. The analysis of expenditures on social infrastructure has shown that the
state does not fully fulfill the social function, which is its constitutional duty. Taking into
account the situation with constant restriction of financing of social expenditures, which is
repeated from year to year, it is necessary to change the principles and approaches of budget
provision of such expenditures.
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The existing methodology for planning budget expenditures, and thus ensuring their sou-
rces of financial revenues, is based on the need to hold active objects and institutions involved
in socialization processes, rather than on objective social needs, determined in accordance
with the assigned on those or other levels of function management. The focus is not on the
needs of socialization, but on the conscious limited financial capabilities of the state does
not and will not enable to bring the welfare of the population to the desired standards. The
allocation of state resources between the «center» and the administrative territories of the
unitary state, citizens, and economic entities is carried out according to conditional formulas
that are constantly changing, instead of the uniform standards of social services guaranteed
by the Constitution of Ukraine, regardless of the place of residence of the citizen.

The regional state administrations are invited to introduce the procedure for the annual
compilation of the social budget of the region and its territories, depending on the demogr-
aphic situation, the size of state standards, the level of economic development of territories
and the need to achieve European social norms in the context of the respective territorial
units. This will ensure a systematic approach to the formation and implementation of social
measures and their relationship between economic indicators, demographic forecasts and
the social sector.

Emphasis must be placed on finding ways to effectively use limited financial resources.
Attention should be focused not on reducing the tax capacity, but on determining the timing
of the exit of the Ukrainian tax system into the European level of taxation and, naturally,
establishing a phased, annual, cost-effective tax policy dynamics in the context of budget
filling and harmonious development of production facilities.
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