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related to the restoration and protection of natural resources,; organization of environmental
monitoring, creation of environmental information system and bank; development and
implementation of economic mechanism of natural resource use and environmental
regulations and standards; scientific conferences and seminars organization and holding,
exhibitions on promoting environmental awareness, publication of printed materials on
natural potential saving.

Keywords: fund of guard of natural environment, expense of the state, ecologization of
economy, mechanism of creation of fund of guard of natural environment.
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FINANCIAL ISSUES OF REGIONAL DEVELOPMENT AND INTERREGIONAL
COOPERATION OF UKRAINIAN REGIONS

The paper considers the problems of financial support for regional development and
interregional cooperation, among which there are low level of municipal securities emission
and insufficient number of financial infrastructure institutions that would implement financial
resources support for interregional projects. Advantages of municipal bonds issue are defined
and international experience of municipal securities issue is considered. The performance of
municipal bonds market in Ukraine is analyzed. Types of financial institutions of regional
infrastructure, operating in developed countries and their role in regional needs financing
are characterized. Forms of existence and activities of municipal banks are defined.
Obstacles to the development of the municipal bonds market and the establishment of
municipal banks and other financial institutions of regional infrastructure in Ukraine are
determined.

Key words: interregional cooperation, regional development, municipal borrowings,
municipal bonds, regional financial infrastructure, communal (municipal) bank.

The growing needs for efficient use of the economic potential of Ukrainian regions, the
desire to achieve a high level of economic independence of regions actualize the development
of interregional cooperation — both domestic and international. Formation and deepening
interregional economic relations should be based on financial terms and mechanisms
established in the country that ensure the needs of regional development.

Requirements for the high level independence of local authorities while performing
their delegated and assigned functions through own and assigned income provided by the
European Charter of Local Self-Government, raise the issue of financial support for regional
development and interregional cooperation. However, a significant number of problems that
confine the economic independence of local authorities and hinder the development of
interregional cooperation in Ukraine are found in the financial area.

The issues of financial support for regional development and formation of financial
infrastructure in the region are considered in the research works of the Ukrainian scientists —
O.Butska, O.Vasyliev, [.Mazur, A.Cherep etc., as well as experts of research institutions,
including scientists of the National Institute for Strategic Studies. Nevertheless, there is a lack
of research aimed at obtaining a comprehensive conception of the state of the financial
component of interregional cooperation in Ukraine, problems of financial support of the local
communities and regions development and the possibility to use the experience of developed
countries in the field of the financial infrastructure of interregional cooperation.
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This paper is aimed at determining the main problems of the financial support for
regional development in Ukraine and defining directions of their solution by means of
implementation of international experience of establishing financial terms for regional
development and interregional cooperation.

According to the scientists of the National Institute for Strategic Studies, the most
significant financial barriers that hinder spreading the practice of interregional cooperation in
Ukraine are: insufficient number of financial infrastructure institutions that would implement
financial resources support for interregional projects and low level of municipal securities
emission [6].

In the developed countries the practice of debt securities emission by regional and local
authorities is widespread. In the United States, almost all municipal borrowings are issued in
the form of municipal bonds. In average 8-14 thousand emissions a year are carried out
totaling more than 300 billion dollars. Municipal bonds market in the USA is the largest in the
world — both in absolute amount (about 1.5 trillion dollars), and the share in the domestic debt
securities market (about 11%) [2]. In some countries, projects for the development of the
municipal bonds market are implemented as a part of broader projects of municipal borrowing
development or local government development in general with support of international
institutions and donors.

Since the late 90s in the developed countries there is a trend of gradual displacement of
municipal bonds from national securities markets by moving them to Eurocurrency markets.
Particularly active borrowers in Eurocurrency markets are the Canadian provinces, German
states, the Italian regions and Brazilian provinces. In particular, the Canadian province of
Ontario borrows on the Eurobond market more resources than central government of Canada
[2].

Municipal bonds market is quite attractive for local authorities. First, it allows to resolve
the issue of additional sources of financing investment projects and projects of interregional
cooperation. Second, the formation of municipal debt in the form of securities can make it
more liquid, as a result reducing the cost of borrowing. Third, reducing the cost of borrowing
is also possible due to lower interest rates owing to competition among investors. In addition,
ensuring repayment of the bonds in time, the city (region) creates its own positive history of
borrowing, which will allow to issue more municipal bonds in future [5, 9]. On the other
hand, investments in municipal bonds can be more attractive due to tax-free status, which is
often officially given to income obtained from municipal bonds.

Today the municipal bonds market is quite promising, but poorly developed segment of
the Ukrainian stock market. The activity in this segment of the stock market is volatile. In
2011 municipal bonds in Ukraine were issued by 16 regional centers and 14 other cities. In
2012 1140 securities were included in the Stock list of the PFTS Stock Exchange and among
them only 20 municipal bonds were noted (1.75%), in 2011 municipal bonds amounted to
0,50% [6].

In 2015, the National Securities and Stock Market Commission of Ukraine didn’t
register any municipal bonds issue, as it is reflected in Table 1.

Among overall quantity of municipal bonds issues that were traded on the stock market
in 2015, only 4 issues (5.9%) were admitted to trading on the stock exchanges. This is the
lowest indicator for the analyzed period both in absolute (see Table 1), and in relative
dimensions (the share of municipal bonds issues, which were admitted to trading on the stock
exchanges amounted to: 30.9% in 2011, 29.9% in 2012, 20.9% in 2013, 11.8% in 2014).

In addition, in 2015 six issues of municipal bonds was admitted to trading on the stock
exchanges in the category of unlisted securities that do not meet the requirements of
exchanges towards instruments of first and second listing levels. In particular, in the Stock list
of the PFTS Stock Exchange there were three municipal bonds issues of this category,
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Perspektiva Stock Exchange — two issues and Ukrainian Exchange — one municipal bonds
issue.

Table 1

Indicators of municipal bonds market in Ukraine in 2011-2015

Indicator 2011 | 2012 | 2013 | 2014 | 2015
The volume of registered issues of 584,5 | 5680,3 0,0 |2375,0 0,0
municipal bonds, million UAH
Number of issues of municipal bonds, 55 67 67 68 68
that are traded on the stock market,
items
Number of issues of municipal bonds, 17 20 14 8 4

that are admitted to trading on the
stock exchanges, items

Number of issues of municipal bonds, 38 47 53 60 64
that are not admitted to trading on the
stock exchanges, items

Trading volume on the stock market, 2171,1 | 2530,9 | 1676,9 | 2331,9 | 2172,7
billion UAH

The volume of municipal bonds 1,67 7,48 3,60 4,11 2,43
traded on the stock market, billion
UAH

The share of traded municipal bonds 0,08 0,30 0,21 0,18 0,11
in the overall volume of stock market,
%

Note. Compiled by the author based on [7]

The share of municipal bonds in the total volume of exchange contracts is constantly
decreasing, down from 2.42% in 2012 to 0.007% in 2015 (Fig. 1). In 2015 the highest
demand in the stock market was formed for the bonds of following issuers: Kremenchug City
Council of Poltava region (bonds were traded on the PFTS Stock Exchange, Kyiv City
Council (bonds were traded on East European Stock Exchange, PFTS Stock Exchange,
Perspektiva Stock Exchange), Cherkasy City Council PFTS Stock Exchange).

The overwhelming share of municipal bonds in recent years is traded on the over-the-
counter (OTC) market. For instance, among the total volume of trading municipal bonds in
2015 (2.43 billion UAH) 2.41 billion UAH or 99% were traded on the OTC market. The
highest demand in the OTC market in 2015 in terms of executed contracts was formed for the
bonds of following issuers: Kiev City Council, Donetsk City Council, Kremenchug City
Council.

Another problem of financial support of Ukrainian regions interregional cooperation is
insufficient number of financial infrastructure institutions that could implement financial
resource support for interregional projects and ensure circulation of municipal securities.
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Figure 1. The volume of exchange contracts for municipal bonds and their share in
the total exchange contracts volume in 2011-2015

The necessity of such institutions activity within the regional economy is proved by
international practice. The system of regional financial infrastructure institutions can
comprise banks for development, municipal banks and other lending institutions to finance
local development, collective investment institutions etc.

In Ukraine, a regional network of such institutions is poor and straight. Most of them
are concentrated in large cities, and only in some small towns and peripheral regions
subsidiaries of commercial banks works, which are unable to meet the specific local demand
for financing [6].

One of the ways towards the development of local and regional financial infrastructure
is the creation of specialized financial institutions — communal or municipal banks which
would exclusively finance problems of regional development.

International practice shows that communal banks are particularly widespread in
Western Europe. Typically, municipalities (city councils) have a controlling stake of
municipal bank (51% of the authorized capital), the rest of the funds is financed by city
companies, monetary contributions of businesses and individuals. The most important
component of these banks credit resources is money obtained after municipal securities sale.
The communal bank acts as a guarantor for municipal obligations. Communal bank
specialization is shown in the fact that its activity is not aimed at conducting cash
transactions, but at providing loans to meet local needs. One of the priorities of the communal
bank is to finance interregional infrastructure projects. Municipal banks are mostly
widespread in Germany, where they account for about 40% of the credit system balance. In
Ukraine today there is no bank the only founder of which is the local authority [1, 8].

In addition to the communal banks, developed countries have an extensive network of
municipal financial institutions. Special form of communal banking institutions 1is
Girozentrale (German) or Girobanks. First Girozentrale appeared in Germany in 1908.
Girobanks are an effective form of mutual settlements facilitation between local authorities.
Settlements by means of Girobanks are provided without the mediation of money in the form
of special current accounts.

Communal banks of mutual loans successfully operate in Sweden, where they emerged
in the XIX century. These banks are intermediaries through which local authorities can lend
to other local authorities. Communal banks of mutual loans are established in Sweden in the
form of banks of joint liability of their founders (communities) without state guarantees.
Swedish communes form unions for mutual lending within districts. Each union is a mutual
lending bank. Communes are jointly responsible for these banks debts.
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Another type of communal banks is a stock communal bank, which founders are
responsible within their own stake. The first bank of the kind was established in 1860 in
Belgium as a municipal loan company. Only the communities could be its shareholders.

An important role in the regional financial infrastructure is played by special state banks
of municipal loan specializing in lending to local authorities. They are usually closely related
with the system of savings banks. Banks of the kind operate in Germany, France, Italy, UK,
Belgium. In France, there are also regional companies of investments finance formed as joint
stock companies with equal equity participation of deposit and savings banks. There are a
number of commercial banks that specialize in lending to local authorities. In France, for
instance, there is a system of branches of Bank for agricultural loan. They provide loans
mainly to small rural communities. In addition, this bank’s branch called “French provincial”
provides assistance to the administrative and territorial units with the bond issue.

Thus, while there is an extensive network of specialized financial institutions of
communal type in developed countries, Ukraine lacks even basic regional financial
institutions — municipal banks. One of the obstacles to their creation is the absence of the
clear legislative procedure for their establishment.

Developed network of regional financial institutions has a dual role: on the one hand, it
provides municipalities with financial resources through the communal loans; on the other
hand, it provides municipal bonds underwriting.

In international practice, municipal bond borrowing is an important source of local
government financing; a powerful financial instrument that helps to solve current and long-
term problems associated with the financing of public spending; financial base for
interregional cooperation implementation. However, despite all the advantages, issues of
municipal securities hare not widely spread in Ukraine. In recent years new issues of
municipal bonds in Ukraine were carried out mainly to refinance previous loans. Further
development of the municipal bond market is largely constrained by incomplete reform of
municipal finance.

Identification of the Ukrainian regions having the greatest potential of establishing
specialized municipal banks, which would be able to provide financial support for
interregional cooperation projects can be the subject of further research in this area.
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T.B. Mapena

®IHAHCOBI TPOBJIEMU 3ABE3INEYEHHSA PEI'TOHAJIBHOI'O PO3BUTKY TA
MIKPEITOHAJIBHOI'O CINIBPOBITHUIITBA PEI'IOHIB YKPATHU

Y cmammi Oocridsceno npobnemu Ginancosoco 3abesneyeHHs peLioHANbHO2O
PO3BUMKY MA  MIHNCPE2IOHATbHO2O ~CRIBPOOIMHUYMBA, 00 2O0N06HUX 3 SAKUX BIOHECEHO
He3HAUHUll pigeHb eMicii MyHIYUNanbHUX YIHHUX nanepié ma HeOOCMAmMHIO KilbKICMb
YCMaHo8 pe2ioHanvHoi (inancosoi inpacmpykxmypu, axi moeaiu O 30iUCHI08AMU pecypCHe
3a6e3neyeHns MijcpecioHanbHux npoekmis. Pozenanymo ceimoeuil 00c6i0 (hyHKYioOHY8aHHS
PUHKIB MYHIYUNAIbHUX YIHHUX nanepis, 30Kkpema, o0oceio Cnonyyenux Illmamis, Oe
chopmysascs HAUOIbWULL Y C8IMi PUHOK MYHIYUNAnbHUXx oonicayiu. Bushaueno nepesacu
BUNYCKY MYHIYUNANbHUX 0Onicayiti 051 MiCYesux opeamie 61aou ma ix npusadausicme 0us
NOMEHYIUHUX [HBEeCMOpIs.
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Ilpoananizoeano nokazHuku po3sUmMKy puHKy oOnieayiil micyesoi no3uxku 6 YKpaii.
Bcmanosneno, wo punox myHiyunanvHux ooOnicayiti € c1abo po36UHEHUM Ce2MeHmoM
VKPAiHCbK020 (oHO08020 puHKY. BusHauenmo, wjo uyepe3 HU3bKY AKICMb YIHHUX NAnepis
HEe3HAYHA YACMKa 00aieayitl Micyesux no3uK OONYCKAEMbCs 00 DIPAHCOBUX MOpP2is, OINbULICMb
MYHIYUNanbHux oonicayitt abo mMopeyromsvcs 3a Kamezopicry NO3ANICMUHESO8UX YIHHUX
nanepise, abo obepmaiomvca Ha No3aOIpAHCOBOMY PUHKY. 3aznaveno, wo nOOATLUIUL
PO36UMOK  PUHKY MYHIYUNAAbHUX 0Oaieayilli 8 KpaiHi 3HAYHON MIPOI0 CHPUMYEMBCS
He3asepuieHicmio peopmu cucmemu MyHIYunaibHux QiHancis.

Oxapaxmepuzoeano uou ycmanoe Qinancosoi ingppacmpykmypu pe2iony, sAxi 0itoms y
PO36UHYMUX KpaiHax, ma ix poie y (hinancyeanti peionanbHux nompeob. Busnaueno nanpsmu
OIANILHOCMI MYHIYUNATbHUX OAHKI8, DO32NAHYMO (hopmu iX icHysanHsa y Kpainax 3axioHoi
€sponu. Buznaueno, wo pozeunyma mepedsxica pe2ioHanbHux iHaHco8ux THCMUMYmie 6UKOHYE
NOOBIIHY pob: 3 00HO20 DOKY, 3a0e3neuye MyHiyunaiimemu (QiHAHCOBUMU PeCyPCamu yepes
HAOAHHS KOMYHATbHO20 Kpeoumy, a 3 IHwo020 — 3a06e3neyyc posmMiujeHHs MYHIYunaabHux
obnicayiu. Bcmanoeneno, wo 6 VYkpaini pecionanvna mepedca mMaxkux YCmMamog €
HEPO3BUHEHOIO [ HePO32ANYNHCeHol, GIOCYMHI HA8IMb  0A30681  QIHAHCOBI YCMAHOS8U
pecionanvhnoeo piens — MyHiyunauvHi 6anku. Busnaueno, wjo 20106100 nepewko0oio Ha
WLISIXY 00 CMBOPEHH MYHIYUNANbHUX OAHKIE Ma [HUUX YCMAHO8 pPe2iOHANbHOI (iHAHCOB80T
ingppacmpykmypu 6 Yxpaini € 6iocymuicms Ha 3aKOHO0A84UOMY PIiBHI 4iMKO 8CMAHOBIEHO20
NOPsIOKY iX 3ACHYBAHHSL.

Knrouogi cnoea: midxcpecionanvne cnispoOImMHUYMBO, PeGiOHANbHUL  PO3BUMOK,
MYHIYUNANbHI  3ano3uyenns, ooaieayii micyesoi no3uxu, Ginancosa ingpacmpykmypa
PeCioHy, KOMYHATbHUL (MYHIYUNAaibHuil) OaHK.

YK 336.13.051
T.M. 3aBopa, O.B. I'yaaii

TEHJAEHIIT 3MIHU JEP)KABHOI'O BOPTY YKPATHU TA JIE®ILUTY
JTEPKABHOT'O BIOJUKETY B UACOBOMY ACIEKTI

Poskpumo cymuicme nousams «Odeiyumy» i «deparcasnuii 6ope». Buxonano amaniz
oepoicagnoz2o bopey Ykpainu ma oOeghiyumy Oepoicasnoco 6100xcemy, 3a3HAYEHO OCHOBHI
menoenyii ix 3MiHU 6 HaAco8oMy achnekmi. 3anponoHo8aHo 3axX00U U000 B00CKOHAICHHS
MEeXaHizMy YNPAGIIHHS 0epICABHUM OOP2OM 8 YMOBAX HeCmAabiIbHOI eKOHOMIKY YKpainu.

Knrwowuoei cnosa: o0oxoou 0w00xcemy, euoamku 0w00xcemy, Oepiyum 36e0eH02o
b10001cemy, «npuxogaruily dehiyum 38edeHo2o 000Hcemy, 0epAHCABHULl MA 2apaHmoBaAHUL
oeparcasoio bope, sanosuii 6HympiwHit npodykm, Maacmpuxmcokuii 00208ip.

AKTyaIlbHiCTh TeMH HOCHiIKeHHs. J[JI1 BHKOHAHHS [IE€PKABOK 3aKOHOABYO
BU3HAYEHWX 1 TOKJIaJAeHMX Ha Hei ¢yHkuid HeoOXigHi (iHAHCOBI pecypcH, sKi
AKyMYJIIOIOThCSI Uepe3 Aep KaBHUM OI0JKET. 3 MEepIIMX AHIB AEPKaBHOI HE3aJIEKHOCTI OJTHIEIO
3 HalakTyanpHIMX TpobieM B YKpaiHi € rocrpa Hecraua (PiHAHCOBHMX pecypciB 1, K
HACIZOK, XPOHIYHUK JAepIUUT JEpPKaBHOTO OMODKETY, JAOMIHYIOUHUMH JDKEpelaMu
¢iHaHCYyBaHHA SKOIO BHCTYNAIOTh 30BHIIIHI Ta BHYTPIIIHI 3ano3uycHHA. HeedexTuBHUit
MEXaHi3M 3alTy4eHHS MO3UK SIK JpKepena ¢iHaHCyBaHHS Je(ilUTy OCHOBHOTO (hiHaHCOBOTO
wiany YkpaiHM @ HENpoJyKTUBHE iX BHUKOPUCTaHHS MPU3BEIH JI0 CTPIMKOTO 3POCTaHHS
JIep’)KaBHOTO OOpry, KOHIIEHTpAIll IUIATeXIB IOJI0 MOro OOCIYrOBYBaHHS Ta IOTIpIICHHS
MOKA3HUKIB, M0 XapaKTePU3YIOTh CTaH OOProBOi OE3IeKH JepiKaBH.
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