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The guarantee for stable development of local communities well-being creates conditions to ensure 

the financial self-sufficiency for local budgets. Today it is urgent to improve the theoretical and practical 
approaches to forming the local budget revenue to ensure the necessary financial self-sufficiency level 
for local budgets. Thus, the purpose of this research is to investigate the level of financial self-
sufficiency for local budgets in Ukraine in 1998−2019 by analyzing the revenue side of these budgets. In 
the research used methods of economic, systemic and structural dynamic analysis. The paper compares 
different approaches to defining the concept of “financial self-sufficiency for local budgets”. It is 
determined that the community's success depends on the level of its financial self-sufficiency, which is 
possible only when the community has financial resources fully to implement local budgets in terms of 
expenditures. Structural and dynamic analysis of the local budget revenue in Ukraine for 1998-2019 is 
carried out to assess the level of financial self-sufficiency for local budgets in Ukraine as a whole. The 
study results indicate the state measures correctness in the reforming of the local taxation system in 2010 
and budget decentralization in 2015. However, these measures must be fully implemented and systemic. 
Conclusions: the composition and structure of the revenues of the local budgets are continually changing, 
due to the constant changes in the tax system of Ukraine and the state’s efforts to solve the problem of 
generating local budget revenues, not due to the development of local taxation, but via official transfers. 
In such conditions, the self-sufficiency of local budgets does not receive the appropriate level. Local 
budgets are formed on the principle of minimum execution. However, the local taxation system 
development and the significant increase in tax revenues from local taxes since 2015 allow us to make 
optimistic forecasts for the growth of the financial self-sufficiency level for local budgets in the future.  
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Introduction. The guarantee for stable development of local communities and the growth 
of the citizens’ well-being creates conditions to ensure the financial self-sufficiency for local 
budgets. The Ukrainian budget revenues mobilization system operating during all period of 
Ukraine’s independence was characterized and continues to be characterized by a low level of 
own incomes of local budgets. The constant increase in volumes of official transfers 
demonstrates it (fig. 1). In this regard, it is urgent to improve the theoretical and practical 
approaches to forming the local budget revenue to ensure the necessary financial self-
sufficiency level for local budgets. 
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Analysis of the recent research and publications. The foreign and domestic scholars, in 
particular, O. Kyrylenko [14], N. Vovna [32], A. Glushchenko [8], O. Krasnonosova, 
T. Dalevska [5], S. Yegorycheva, M. Lakhyzha [34], A. Stasyshyn, S. Tarnavska [26], 
O. Tymchenko, Y. Sibiryanska [29], S. Bozena, N. Vynnychenko [ 4], M. Palienko M., 
O. Lyulyov, P. Denysenko [20], I. Shkolnyk, T. Melnyk, B. Mershchii [11], Y. Petrushenko, 
V. Ventsel, V. Garbuz, U. Kolomiiets, W. Duranowski [25] paid attention to the study of 
financial self-sufficiency, formation and optimization of the local budget revenue. Besides, the 
financial self-sufficiency for local budgets is considered in works [1, 6, 10, 11, 13, 15-19, 23, 
24, 30, 33, 36]. However, the state’s socio-economic development in general and local 
communities, in particular, requires the search for new approaches to the formation of the 
local budget revenue as a critical factor to ensure the financial self-sufficiency for local 
budgets. 
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Figure 1. Dynamics of basic components for the local budget revenue in Ukraine, 

1998-2019 (compiled by the authors using data from [2, 28]) 
 
The purpose of the article – is to investigate the level of financial self-sufficiency for 

local budgets in Ukraine in 1998-2019 by analyzing the revenue side of these budgets. 
Results of the study. The economic literature considers and interpretes issues of financial 

self-sufficiency for local budgets from different angles and positions. Thus, O. Krasnonosova 
draws parallels between the terms “self-sufficiency” and “self-independence”, i.e., “a system 
of closed reproduction of the community, with minimal dependence on exchange with the 
external environment”. The researcher determines such a regime as autarchy, i.e. the closed 
and autonomy of the economy, the lack of economic relations with others that is harmful and 
cannot be used in the modern economy [12]. 

A. Glushchenko understands financial self-sufficiency as an independent territorial unit, 
solving current issues at the expense of its financial revenues and developed infrastructure [8]. 
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According to S. Yegorycheva and M. Lakhyzh, the ability to finance their expenditures 
through the efficient use of funds explains local budgets’ power. Scientists note that the 
primary conditions for further developing of territories are an exact distribution of 
responsibilities between all government levels and creating a system of revenue planning of 
local budgets [34]. 

A. Stasyshyn and S. Tarnavska believe that local budgets' financial self-sufficiency is 
possible through economic decentralization driven by the government reorganization, 
redistribution of tax revenues, and their concentration locally, at the same time with the 
transfer of responsibility for better resource management in favor of the communities. The 
analysis shows that due to the financial decentralization, there is a significant increase in the 
share of local budgets in Ukraine's consolidated budget from 45.6 to 51.5 % during 2015-
2018 [26]. 

In our opinion [7], [35], [36], the self-sufficiency concept is studied in terms of 
guaranteeing its financial stability, and therefore, “the local budget must be balanced and have 
the resources to counter external and internal challenges” [36]. 

Thus, we can conclude that the scholars' views coincide because the community's success 
depends on its financial self-sufficiency level. It is possible only when the organization has 
sufficient financial resources to implement local budgets in terms of expenditures fully. One 
should emphasize that local budgets' absolute self-sufficiency cannot be ensured at the same 
level due to the local self-government peculiarities. 

We propose to analyze the revenues of local budgets to assess the financial self-sufficiency 
level for local budgets in Ukraine as a whole. Mobilization of local budget revenues can be 
carried out on a tax and non-tax basis and with the help of special payments to local budgets. 

Based on open statistical data of the State Treasury Service [28], the State Statistics 
Committee [27], the statistical yearbook “Budget of Ukraine 2019” [2], one can see the 
following graph (Fig. 2). The share of local budget revenues in GDP during 1998-2004 
gradually decreased from 15 % in 1998 to 11.5 % in 2004, caused by the economic crisis. 
Since 2005 there has been a slight increase. In 2007, this share was 14.9 %, but the crisis in 
2008 caused new falls in the local budgets in GDP, namely to 13.8 % in 2011. In 2012, there 
was a sharp increase in local budgets volumes; however, the military events of 2013 again 
slowed down the process of strengthening local budgets’ revenue. During 2013-2015 there 
was a decrease in the share of local budgets in GDP. The budget decentralization processes 
launched in 2015 allowed maintaining local budgets’ financial power in 2016 and 2017. In 
2017 the share of local budgets in GDP for the analyzed period reached a maximum of 16.8 % 
of GDP. However, the budget decentralization was not fully implemented and proceeded 
relatively slow, so in 2018 and 2019, there is a tendency to reduce the analyzed indicator to 
14.1 % (this is the level of 2006−2010). 

The share of tax revenues for local budgets to GDP during 1998−2018 decreased from 
11.2 % in 1998 to 5.0 % in 2015. However, since 2016, there has been a gradual increase in 
the tax revenues share of local budgets in GDP – up to 6.8 % in 2019 (Fig. 2) with the local 
tax system’s gradual development. The share of intergovernmental transfers in GDP from 
1998 to 2017 overgrew (from 2.2 % in 1998 to 9.1 % in 2017). Since 2018, there has been a 
gradual decline in this indicator to 8, 4 % in 2018, and up to 6.8 % in 2019. It is due to the 
development of the local taxation system. Thus, the share of local taxes in GDP for the 
analyzed 22 years increased 4.75 times: in 1998, it was only 0.4 % in 2019 − 1.9 %. The 
gradual growth of local taxes has been observed since 2012. It is primarily due to the Tax 
Code's adoption and changes in tax legislation in 2010, mainly earned property tax in terms of 
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land and tax on real estate other than land [22]. Besides, the single tax has been transformed 
several times, groups have been consolidated, the income limits required to stay in one or 
another group of the available tax have been reduced, and tax rates have been revised several 
times. However, local taxes remain small to ensure the full self-sufficiency of local budgets. 
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Figure 2. Dynamics of the share for the main components of Ukrainian local budgets 
in GDP in 1998−2019 (compiled by the authors on the basis of data [2, 27, 28]) 

 
Thus, Ukraine’s local budgets are formed mainly due to tax revenues to local budgets 

(mostly due to part of national taxes) and official transfers, which indicates a low level of 
independence and self-sufficiency of local budgets. It is confirmed by analyzing the local 
budgets structure of Ukraine in 1998−2019 (Table 1). Thus, Table 1 shows that the primary 
sources of total local budget revenues are official transfers from the state budget and Thus, 
Table 1 shows that the primary sources of total local budget revenues are official transfers 
from the state budget and fixed part of national taxes (as evidenced by the fact that the 
percentage changes in these components significantly exceed the percentage changes in local 
tax revenues). 

In general, the structure of local budgets includes 40−78 % of tax revenues, 15−59 % − 
official transfers and 5−14 % − other revenues (Fig. 3). 

We notice that since 2006 the lion share of local budget revenues is intergovernmental 
transfers and ranges from 44 % to 59 % in different years. Thus, even such a preliminary 
analysis of the 22-year interval allows us to conclude that local budgets have not become fully 
self-sufficient during this period.  

We analyze the main taxes of the local budget revenues (Fig. 4) 
Among all taxes, the personal income tax, 60 % of the payment of which is credited to local 

budgets following the Budget Code [3], plays a significant role in forming local budget revenues 
of Ukraine. It is because “… it does not require high costs and management efforts and has a 
significant fiscal value, providing high budget revenues” [29]. Until 2015, local taxes accounted 
for a small share of local budget tax revenues. 
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Table 1 
The structure of revenues for local budgets of Ukraine in 1998−2009 

(author’s calculations) 
 

Year Local 
taxes and 
charges, 

mln UAH* 

Change (+/-) 
compared to 
the previous 
period, % 

Tax 
revenues of 

local 
budgets, 

mln UAH* 

Change (+/-) 
compared to 
the previous 
period, % 

Official 
transfers, 

mln UAH* 

Change (+/-) 
compared to 
the previous 
period, % 

1998 393.5 - 11537.0 - 2296.6 - 
1999 441.2 12.1 10962.1 -5.0 2945.3 28.2 
2000 486.4 10.2 11757.0 7.3 4378.0 48.6 
2001 514.0 5.7 14758.6 25.5 7237.1 65.3 
2002 542.5 5.5 16457.7 11.5 8818.1 21.8 
2003 592.4 9.2 18595.2 13.0 11729.1 33.0 
2004 555.5 -6.2 18308.2 -1.5 16918.4 44.2 
2005 598.2 7.7 23588.7 28.8 23361.1 38.1 
2006 642.3 7.4 30931.6 31.1 34150.3 46.2 
2007 729.9 13.6 44593.4 44.2 48701.5 42.6 
2008 820.0 12.3 59281.4 32.9 63583.2 30.6 
2009 808.6 -1.4 59157.6 -0.2 63523.7 -0.1 
2010 819.4 1.3 67575.6 14.2 78881.3 24.2 
2011 2504.1 205.6 73086.9 8.2 94875.0 20.3 
2012 5455.0 117.8 85852.0 17.5 124459.6 31.2 
2013 7316.2 34.1 91191.1 6.2 115848.4 -6.9 
2014 8055.2 10.1 87333.7 -4.2 130600.9 12.7 
2015 27041.2 235.7 98218.4 12.5 173980.0 33.2 
2016 42261.5 56.3 146902.2 49.6 195395.3 12.3 
2017 52586.8 24.4 201005.1 36.8 272602.9 39.5 
2018 61026.4 16.0 232532.9 15.7 298939.7 9.7 
2019 73575.3 20.6 270545.8 16.3 260302.0 -12.9 

* - Compiled from data [2, 28] 
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Figure 3. Structural and dynamic analysis regarding the revenue of local budgets in Ukraine 
(compiled from the data [2, 28]) 
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Figure 4. Structural and dynamic analysis regarding the tax revenues of the local budget 
revenues in Ukraine (compiled from the data [2, 28]) 

 
Conclusions and prospects for further research. Thus, we can draw the following 

conclusion: the composition and structure of the revenues of the local budgets are continually 
changing, due to the constant changes in the tax system of Ukraine and the state’s efforts to 
solve the problem of generating local budget revenues, not due to the development of local 
taxation, but via official transfers. In such conditions, the self-sufficiency of local budgets 
does not receive the appropriate level. Local budgets are formed on the principle of minimum 
execution. However, the local taxation system development and the significant increase in tax 
revenues from local taxes since 2015 allow us to make optimistic forecasts for the growth of 
the financial self-sufficiency level for local budgets in the future. 

In further research, the authors plan to assess the elasticity of the tax revenues system for 
local budgets in Ukraine and investigate the fiscal efficiency of local taxes in detail as a 
significant factor in ensuring local budgets' self-sufficiency. 
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Гарантией стабильного развития местных общин является создание условий для обеспечения 

финансовой самодостаточности местных бюджетов. На сегодня продолжает быть актуальной 
проблема совершенствования теоретических и практических подходов к формированию 
доходной части местных бюджетов с целью обеспечения необходимого уровня финансовой 
самодостаточности местных бюджетов. Таким образом, целью данного исследования является 
оценка уровня финансовой самодостаточности местных бюджетов в Украине в 1998−2019 гг. 
путем анализа доходной части данных бюджетов. В процессе выполнения заданий исследования 
использовались методы экономического, системного и структурно-динамического анализа. 
В работе проведено компаративное сравнения различных подходов к определению понятия 
«финансовой самодостаточности местных бюджетов». Определено, что успешность общины 
зависит именно от уровня его финансовой самодостаточности, которая возможна только в том 
случае, когда в распоряжении общины имеется достаточный объем финансовых ресурсов для 
полноценного выполнения местных бюджетов в части расходов. Для оценки уровня финансовой 
самодостаточности местных бюджетов в целом по Украине осуществлен структурно-
динамический анализ доходной части местных бюджетов в Украине за 1998−2019 гг. Определено, 
что низкий уровень собственных поступлений местных бюджетов является одной из ключевых 
проблем обеспечения необходимого уровня финансовой самодостаточности данных бюджетов. 
Результаты исследования указывают на правильность государственных мероприятий по 
направлениям реформирования системы местного налогообложения, начатых в 2010 году, и 
бюджетной децентрализации, начатых в 2015 году. Однако эти меры должны быть реализованы в 
полной мере и нести системный характер. Выводы: состав и структура доходной базы местных 
бюджетов постоянно меняется, что обусловлено как постоянными преобразованиями в налоговой 
системе Украины, так и попыткой государства решить проблемы формирования доходной части 
местных бюджетов в большей степени не за счет развития местного налогообложения, а за счет 
официальных трансфертов. В таких условиях вопросы самодостаточности местных бюджетов не 
получают должного внимания. Местные бюджеты формируются по принципу минимального 
исполнения. Однако развитие системы местного налогообложения и значительный рост 
налоговых поступлений от местных налогов с 2015 года позволяет сделать положительные 
прогнозы относительно роста уровня финансовой самодостаточности местных бюджетов в 
будущем. 
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Гарантією стабільного розвитку місцевих громад є створення умов для забезпечення 
фінансової самодостатності місцевих бюджетів. На сьогодні залишає бути нагальною проблема 
удосконалення теоретичних  та практичних підходів до формування доходної частини місцевих 
бюджетів з метою забезпечення необхідного рівня фінансової самодостатності місцевих 
бюджетів. Таким чином, метою даного дослідження є оцінка рівня фінансової самодостатності 
місцевих бюджетів в Україні у 1998−2019 рр. шляхом аналізування доходної частини даних 
бюджетів. У процесі виконання завдань дослідження використовувались методи економічного, 
системного та структурно-динамічного аналізу. У роботі проведено компаративне порівняння 
різних підходів до визначення поняття «фінансової самодостатності місцевих бюджетів». 
Визначено, що успішність громади залежить саме від рівня її фінансової самодостатності, яка 
можлива лише у тому випадку, коли у розпорядженні громади є достатній обсяг фінансових 
ресурсів для повноцінного виконання місцевих бюджетів у частині видатків. Для оцінювання 
рівня фінансової самодостатності місцевих бюджетів у цілому по Україні здійснено структурно-
динамічний аналіз доходної частини місцевих бюджетів в Україні за 1998−2019 рр. Визначено, 
що низький рівень власних надходжень місцевих бюджетів є однією з ключових проблем 
забезпечення необхідного рівня фінансової самодостатності даних бюджетів. Результати 
дослідження вказують на правильність державних заходів у напрямках реформування системи 
місцевого оподаткування, розпочатих у 2010 році, та бюджетної децентралізації, розпочатих у 
2015 році. Проте ці заходи повинні бути реалізовані у повній мірі та нести системний характер. 
Висновки: склад і структура доходної бази місцевих бюджетів постійно змінюється, що 
зумовлюється як постійними перетвореннями в податковій системі України, так і намаганням 
держави вирішити проблеми формування доходної частини місцевих бюджетів у більшій мірі не 
за рахунок розвитку місцевого оподаткування, а за рахунок офіційних трансфертів. У таких 
умовах питання самодостатності місцевих бюджетів не отримують належного рівня. Місцеві 
бюджети формуються за принципом мінімального виконання. Проте розвиток системи місцевого 
оподаткування і значне зростання податкових надходжень від місцевих податків з 2015 року дає 
змогу зробити позитивні прогнози щодо зростання рівня фінансової самодостатності місцевих 
бюджетів у майбутньому. 
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