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THE LEGAL BASIS
FOR MACROFINANCIAL BUDGETING

Urgency of the research. The European vector of inte-
gration development of Ukraine has actualized the issue of
improving the legal and regulatory framework for macroeco-
nomic budgeting.

Target setting. Implementation of the budget process of
macrofinancial budgeting involves the availability of appropri-
ate regulatory and methodological justification.

Actual scientific researches and issues analysis. Con-
tribution to the research and development of scientific and
methodological principles of management of budget resources
was made by Bogdan I. V., Babych T. S., Hasanov S. S, Zhy-
ber T.V., Zapatrina 1. V., Efimenko T.I., Kudryashov V. P.,
Fedosov V. M., et al.

Uninvestigated parts of general matters defining. Dy-
namic changes in the socio-economic environment make it
necessary to study the impact of new legislative initiatives on
managing budget funds.

The research objective. To study the legal-scientific and
methodical principles of implementing macro-financial budget-
ing in the practice of managing budget expenditures.

The statement of basic materials. Macrofinancial budg-
eting should be based on legally regulated long-term strategic
planning, medium-term budget planning, program-target
budgeting, budget program performance monitoring, transpar-
ency of spending of budget funds and accountability of spend-
ing units to executive, legislative and public authorities.

Conclusions. The legal regulation of the connection of
strategic macroeconomic planning with budget plans and their
independent expertise, preparation of several scenarios of
macroeconomic forecasts, regulation of procedures for adjust-
ing budget indicators, and limiting expenditures will facilitate
the avoidance of risks of macrofinancial budgeting.
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NPABOBI 3ACAOU
MAKPO®IHAHCOBOI'O BIOAXXETYBAHHA

AkmyanbHicmb memu docnidxeHHs1. €sponelicbkuli
8ekmop iHmeepauiliHoeo po3sumky YkpaiHu akmyarnisysae
numaxHsi 800CKOHarIeHHsI HOpMamusHo- pasosoi ba3u Mak-
poghiHaHco8020 6100Kemye8aHHs.

lMocmaHoeka npobnemu. BripogadxeHHs 8 6r0xemHuli
npouec MakpoghiHaHcoso2o brodxemyesaHHs nepedbadyae
HasigHicmb 8i0n08i0HO20 HOPMamuBHO-NPagoe8oeo, Memoodu-
YHOeO0 nidzpyHmms.

AHani3z ocmaHHix docnidxeHb i nybnikayil. BHecok 8
po3pobKy Haykoeux 3acad yrnpaeriHHs 6r0XemHUMU pecyp-
camu 3pobunu boedaH I. B., babuy T. C., lacaHos C. C.,
Xubep T.B., 3anampiHa |I. B., €gpimerko T. I, Kydpswos
B. I1., ®edocos B. M. ma iH.

BudineHHsi HedocnideHUX 4YacmuH 3a2anbHOi npo-
6nemu. [JuHamidHi 3MiHU couiaribHO-eKOHOMIYHO20 cepedo-
suwa obymosnorms HeobxiOHicmb OocrniOXeHHs1 ennugy
HOBUX 3aKOHO0asYuX iHiuiamue Ha ynpassiHHs 6rdxemHumu
Kowmamu.

lMTocmaHoeka 3aelaHHs. [Jocridumu HOpMamueHo-
rnpasosi ma Hayko8o-mMmemoOuyYHi 3acadu 8rpoe8adKeHHs MakK-
poghiHaHCco8020 610OXemyeaHHs1 8 yrpaesiiHHS 6rdXXemHuUMU
Kowmamu.

Buknad ocHoeHO20 Mamepiany. MakpogiHaHcose 6io-
OxxemyeaHHs1 MOBUHHO ba3lysamuchb Ha 3aKOHO0ag4yo epeazy-
JIboB8aHUX 3acadax 00820CMPOKOBO20 cmpameeziyHo20 ra-
Hy8aHHs, CepedHbOCMPOKOBO20 b6H0KemHOo20 MnaHy8aHHs,
npo2pamMHoO-Uinnbo8o20 brdXemy8aHHs, KOHMPO/IK 3a pe-
3ynbmamusHicmioo 61dXXemHux npospam, Mpo3opicmio 8u-
mpayaHHsi 6100XxemHux Kowmig i mid3e8imHicmio po3rnopsiOHU-
Kig 6r100emHuUx Kowmie rneped 8UKOHaBYOK, 3aKOHOO0ag4yol
8nadoro ma e2pomadchbKicmio.

BucHo8KU. YHUKHEHHIO pU3UKi8 MakpogiHaHcogo20 6io-
OxemyeaHHs1 cripusmume 3aKoHodasya epeayrbosaHicmb
383Ky CcmpameeiyHo20 MaKpPOEKOHOMIYHO20 rriaHy8aHHs 3
b6r00xxemHUMU niaHaMu ma IX HesanexHa eKcrepmu3sa,
cknadaHHs1 OeKiNbKOX CUeHapiie MaKpOeKOHOMIYHUX MPO2HO-
3i8, peanameHmavyisi npouyedyp KopuzyeaHHsI MoKa3HuKig 6to-
dxemis, nimimysaHHs1 sudamkis.

Knroyoei cnosa: brodxemruli kKoOekc; HopmamugHoO-
npasosa basa, 610dxxem; npoepamHo-Uinbose bro0KemysaHHs.
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Urgency of the research. The European vector of integration development of Ukraine actualized
the issue of improving the legal and regulatory framework for budget planning, macro-financial budget-
ing and its approximation to EU standards. The Government approved the Strategy for the reform of
the public finance management system for 2017-2020, which identified the main directions of the de-
velopment of the public finance management system, in particular, it envisages that introduction of a
comprehensive strategic planning system that will include strategic plans for socio-economic devel-
opment, strategic budget planning, medium-term budget planning; eliminating the obstacle for full use
of the program-target budget planning method; introduction of fiscal constraints and increase their
predictability, etc. These measures will promote the creation of conditions for the introduction of mac-
ro-finance budgeting technologies, the effectiveness of which has been proven in the use of devel-
oped countries in Europe and the world [1]. Implementation of this Strategy is possible provided that
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appropriate changes are made to the legal acts regulating the system of management of the budget
resources of the state. In this context, the indicated direction of research is one of the key to the im-
plementation of the Strategy.

Target setting. The management system in the budgetary sphere is most strictly regulated by reg-
ulatory acts. However, the improvement of technology of planning the expenditures of state and local
budgets, the introduction of foreign experience in macrofinancial budgeting requires the introduction of
comprehensive changes to the current system of budget planning, the regulation of the respective re-
sponsibilities of central executive bodies and key spending units, compliance with transparency and
accountability requirements in budget management funds, which, in turn, implies the existence of a
normative legal, methodological basis for the development of systems and management of budget
resources. The importance of this problem is also determined by the requirements of the EU and other
international partners to improve the efficiency of the functioning of the country's budget sphere.

Actual scientific researches and issues analysis. A significant contribution to the research and
development of scientific-methodological and practical principles of budget resources, including im-
provement of legal regulation of public-sector financial risk identification and assessment of their im-
pact on public finances, introduction of technologies of macro-financial budgeting, etc. were made by
Bogdan I. V., Babich T. S., Hasanov S. S., Zhiber T. V., Zapatrina I. V., Efimenko T. I., Kudryash-
ov V. P., Luninl. A,, Fedosov V. M. et al.

Uninvestigated parts of general matters defining. Dynamic changes in the socio-economic, le-
gal, and political environment require the study of the impact of new legislative initiatives on the man-
agement of budget funds.

The research objective. To study the legal-scientific and methodical principles of implementing
macro-financial budgeting in the practice of managing budget expenditures.

The statement of basic materials. Budgetary funds management is a complex process that af-
fects the interests of virtually all sectors of society. This explains the rigid legal framework that regu-
lates this process. However, practical experience shows the need for the scientific substantiation of
new approaches, technologies, forms and methods of public funds, improvement of the legal basis of
their application that provided Strategy for reform of public financial management in 2017-2020 years.
It is possible to generalize the main shortcomings of management of budget funds, which determine
the low efficiency of fiscal policy, which generates risks not only for public finances, but also for the
functioning of the entrepreneurial sector of the economy and the population.

Unresolved issues include:

1) low level of predictability of the state budget and frequent changes in its parameters as a result
of the absence of objective, independent forecasts of the dynamics of macroeconomic indicators of
the country's development;

2) the lack of links between budget programs and priorities of state development due to the fact
that strategic forecasting is fragmentary and does not encompass the main parameters of macroeco-
nomic, social, ecological development;

3) the practice of one-year budget planning that concentrates the attention and resources of society
on solving current problems, often conditioned by the conjunctural interests of the party groups, with-
out taking into account the strategic development goals;

4) formal use of the program-target method of planning in the budget process, which makes it im-
possible for the public to assess the quality and efficiency of public services and the activities of budg-
et funds managers;

5) failure to comply with the Articles of the Budget Code of Ukraine due to lack of normative and
methodological support for their implementation;

6) the absence of a unified system of state strategic documents - types, hierarchy, subordination,
period and degree of detail planning, as well as the lack of consensus at the political level regarding
the division of powers, both in terms of the development and approval of such documents, and in
terms of responsibility for their implementation [1].

To improve the interaction of the participants in the budget process, increase the efficiency of the
use of budget funds aimed at macrofinancial budgeting, tested in the developed countries of the world.
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Ukraine also created some preconditions for their widespread introduction into the practice of manag-
ing budget funds. As managerial financial technology, macrofinancial budgeting involves the formation
of budgetary expenditures based on well-defined long-term priorities of the country's development and
public finances, the calculation of the efficiency of budget expenditures and operational management
of programs to achieve the goals [2, p. 7].

In such an interpretation, macrofinancial budgeting as a component of fiscal management should
be based on legally regulated long-term strategic planning, medium-term budget planning, program-
target budget planning, budget implementation control, transparency of information on spending of
budget funds and accountability of spending units to the executive, legislature and the public. Let's
consider in more detail a description of the basic prerequisites for the introduction of macrofinancial
budgeting.

Legislation of Ukraine [3] provides for the development of a system of forecast and program docu-
ments of economic and social development, which consists of forecasts of economic and social devel-
opment of Ukraine in the medium and short-term periods; forecasts for the development of certain sec-
tors of the economy in the medium-term (5 years), etc. The next step should be the legislative design
of the strategic planning practice, which requires the regulation of procedures for the development,
approval, validation, adjustment, etc. The identified priorities of the strategic plan will form the basis for
the justification and adoption of budget programs.

The adopted law [4] on the introduction of medium-term budget planning plays an important role in
creating the principles of macrofinancial budgeting. The law provides for the development of a medi-
um-term forecast for three years, based on which the fiscal policy for 2018-2020 will be built, taking
into account realistic macroeconomic indicators, which in turn will increase the reliability of budget in-
dicators for the medium-term perspective. Budget planning on the basis of the "slippery triennial” sig-
nificantly increases its quality, provides predictability of fiscal policy, allows for adjustments taking into
account changes in the macroeconomic situation or other factors, but with a serious justification for
these changes. However, the Law does not specify the procedure for updating the macroeconomic
indicators and the mechanism for making changes that threatens their full revision.

In this context, it is necessary to take into account the experience gained in European countries,
which use medium-term budget planning in the management of public finances. The IMF identified
such basic preconditions for implementing the medium-term system budget planning: the availability of
credible and reliable macroeconomic forecasting for the medium term; execution of the annual budget
precisely according to the plan; continuity of medium-term fiscal goals; a unified budget, which in-
cludes all the appropriate financial flows of the government [5]. To adhere to such conditions in the
national practice of budget planning is extremely difficult in view of delaying reforms in the field of
general government, the tax system, budget decentralization, changing approaches to budget expend-
itures, taking into account the volume of services, etc.

However, this law created a legal framework for the introduction of mid-term macro-financial budg-
eting, which will encourage key managers to adhere to certain priorities in the field of public expendi-
tures, increase their responsibility for efficient and rational use of budget funds, and increase overall
budgetary control. The well-defined priorities of socio-economic development and fiscal policy for a
three-year period allow the main spending units to form their medium-term programs with the definition
of the amount of funds needed to achieve their goals, and, on the other hand, increase the transpar-
ency and efficiency of spending budget funds. The transition to medium-term budget planning enables
the participants in the budget process to reconcile their strategic plans of activities with available fi-
nancial resources both within the framework of the preparation of the draft budget for the relevant year
and subsequent periods, which facilitates the transition to the formation of long-term fiscal policy and
the system of budget programs aimed at defined priorities.

At the same time, it is necessary to take into account the risks that may arise in the mid-term
macrofinancial budgeting process associated with overstatement of forecast indicators of economic
development, and hence budget revenues, expenditures. Avoidance of such risks will be facilitated by
the compilation of several scenarios of macroeconomic projections, which will allow the use of the
most adequate fiscal instruments, fiscal consolidation directions, or the introduction of expenditure
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limits on the example of the EU. An important role is played by the legislative regulation of the rela-
tionship of strategic macroeconomic planning with budget plans.

In connection with the adoption of a number of legal acts [6; 7; 8], positive changes took place in
the application of the program-target method in the budget process. In accordance with the Budget
Code of Ukraine, the budget program is a set of measures aimed at achieving a single goal, tasks and
expected result, the definition and implementation of which is carried out by the manager of budget
funds in accordance with its functions [9].

The essence of the program-target method of budget planning is the priority planning of the result,
which must be achieved when using budget funds, planning results for the long-term period, transpar-
ency in expenditures of budget funds [10, p. 88-89]. The budget program passport defines the pur-
pose, tasks, directions of using budget funds, responsible executors, performance indicators, etc. [7].

Summarizing the above, we conclude that macrofinancial budgeting, which is based on the devel-
opment of a system of budget programs and the realization of their tasks, has essentially acquired the
features of program-targeted budgeting. Application of technologies for program budgeting started
with the help of international projects since 2002, but in the absence of relevant scientific, legal and
methodological developments, delayed reforms, this technology has not become mandatory in the
budget process.

Legislative introduction of medium-term budget planning provides a new quality for program budg-
eting by expanding the horizons of budget program indicators, adhering to terms of implementation of
innovation and investment projects, forecasting financing conditions, and responsibility of key spend-
ing units for the results of program implementation. The introduction of continuous monitoring of the
implementation of programs with subsequent assessment of their effectiveness and assessment of the
effectiveness of the main spending units in achieving their strategic goals of their plans will increase
transparency of cash flows in the budget sphere, discipline and responsibility of the participants in the
budget process.

Conclusions. The course to improve the management of budget resources in the long run is asso-
ciated with the active use of modern technologies of macrofinancial budgeting. The practical imple-
mentation of this course is based on the consolidation in the regulatory and legal acts of complex
changes in the system of public administration in general and in the budget sphere. The legal regula-
tion of the connection of strategic macroeconomic planning with budget plans and their independent
expertise, preparation of several scenarios of macroeconomic forecasts, regulation of procedures for
adjusting budget indicators, and limiting expenditures will contribute to avoidance of risks of macrofi-
nancial budgeting.
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