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Abstract. The article discusses the application of the portfolio approach to managing
changes in the public sector of economy. The objective of change management in public
finances, the content and structure of the change management portfolio, as well as
measures to improve the quality of management are defined. The use of the portfolio
approach to debt policy and the introduction of fiscal rules in Ukraine is considered. The
goals and objectives of the debt policy in Ukraine, the causes and factors of the public and
publicly guaranteed debt growth are determined. The article describes changes in the
dynamics of internal and external liabilities. The authors propose measures to reduce the
public debt and provide state guarantees, as well as restrictions on the impact of public
corporations on the implementation of the state budget. The necessary institutional
changes aimed at improving the effectiveness of public financial management are
identified. It is recommended to introduce fiscal rules to limit the indicators of the public
debt. Thetypesof suchrules, their main elements, the field of application, the consequences
of their introduction, as well as the role in strengthening budget discipline are determined.
The experience of foreign countries in the implementation of fiscal rules is considered.
Special attention is paid to the creation of independent financial institutions whose
activities are aimed at enhancing the sustainability of public finances and the specifics of
their activities in other countries. The authors propose measures to increase the
transparency of the budget process. It is concluded that, in general, the use of management
changes in the management of public finances is the basis for increasing public value.
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YITPABAIHHA TYBAIYHUMUY ®IHAHCAMMU
3 BUKOPVICTAHHAM IIIAXOAIB MEHEAJKMEHTY 3MIH

AHoTanis. Y cTarTi BUSHaUEHO MeTY YIIpaBAiHH: 3MiHaMu y cdepi Aep>kaBHUX diHaH-
CiB, 3MICT i CTPYKTypy HOPTQeAs: yIpaBAiHHS 3MiHAMM, 2 TAKOX 3aXOAU 3 MOAiMIIEHHS
SIKOCTi yIpaBAiHH:. PO3TAsIHYTO 3aCTOCYBaHHS MOPTQPEABHOTO MAXOAY AO TIPOBEAEHHS
O0proBoi MOAITMKM Ta 3aMIPOBaA’KeHHs (iCKaABPHUX MPaBUA B YKpaiHi. 3anponoHoBaHO
3aXOAM CTPUMYBAHHS A€P>XaBHOTO OOPI'Y i HAAAHHS A€P)KaBHMX FapaHTIl, a TAKOX 00-
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YnpaBAiHHsA 3MiHaMM B cucTeMi Aep>KaBHUX ¢iHaHCiB

Me)XXeHHSI BIIAUBIB AiSIABHOCTI Aep>XKaBHMX KOPIOpaL{ill Ha BUKOHAHHS Aep)XaBHOTO 010-
AXeTy. PekoMeHAOBaHO HeOOXiAHI IHCTUTYUiiHI 3MiHU, CIpSIMOBaHi Ha MiABUINEHHS
PEe3YABTaTUBHOCTI ynpaBAiHHS Aep>kaBHUMM ¢diHaHcaMu. BusHaueHo Tunu dickaAbHUX
NpaBMA, IX OCHOBHi eAeMeHTH, cepy 3aCTOCYBaHHS, HaCAIAKM TX BBeAEHHS, a TAKOX
POAD y MOCHAEHHI Or0AXKeTHOI AucUMIAiHM. PO3TASIHYTO AOCBiA iHIMIMX KpaiH I[OAO
BIIPOBaAXeHHs PpicKaAbHUX IMPaBUA. 3aIIPOTIOHOBAHO 3aX0AY, HALliA€HI Ha MiABUILEHHS
TPAHCIIAPEHTHOCTI OIOAXKETHOTO IMpoLecy. 3poOAeHO BUCHOBKY, L0 3aTAAOM BUKOPUC-
TAHHSI MEHEAKMEHTY 3MiH B YIIpaBAiHHI AepXaBHUMY diHaHCAMY € OCHOBOIO 30i AbILIEH-
HsI MyOAiYHOI iHHOCTI.

KA040Bi cAOBa: MeHEAKMEHT 3MiH, TOpTheAbHUIT MiAXiA, OOproBa MoAiTHKa, Aep>kaBHi
rapaHTil, ¢pickaAbHi IpaBuAa, TPAHCIIAPEHTHICTb OI0A>KETHOTO MPOLIECY.
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YIIPABAEHUE ITYBAVNYHBIMI ®GVUIHAHCAMU
C ICITOAb3OBAHMEM ITOAXOAOB MEHEAKMEHTA UBMEHEHUN

AnHoTanus. B cTaTbe onpeaeAeHbl LieAU YIIPaBAE€HNSI M3MEHEHUSIMU B cdepe rocyaap-
CTBEHHBIX (pMHAHCOB, COAEP)KAHME U CTPYKTYpa MOpTdeAst ypaBAeHMsI USMEHEHUSIMMY,
a TAK>Ke Mepbl 110 YAYYIIEHHIO KaueCTBa yIpaBAeHMs. PacCMOTpeHO NpuMeHeHye ITOPT-
(eABHOTO IIOAXOAQ K IPOBEAEHUIO AOATOBO IIOAUTMKY Y BHEAPEHM S PUCKAABHBIX ITpa-
BMA B YKpauHe. IIpeAAO’KeHbl Mepbl CAEP>)KMBAHMS TOCYAAPCTBEHHOTO AOATA U IIPEAO-
CTaBA€HNSI TOCYAQPCTBEHHBIX TAPAHTU, & TAK)Ke OIPAHNYEHMSI BO3AEVICTBUI AATEAD-
HOCTU I'OCYAQPCTBEHHBIX KOPIOpaluil Ha BBIIOAHEHME rocbropxera. PeKoMeHAOBaHBI
HEOOXOAMMbBIE MHCTUTYLMOHAABHBIE VM3MEHEHUs, HallpaBAEHHbIE Ha IIOBbIIIEHUE pe-
3YABTAaTMBHOCTH YIIPaBAEHUS FOCYAApCTBeHHbIMU prHaHcamMu. OnpeaeAeHbl TUIIBI Pu-
CKaABHBIX TMPABUA, UX OCHOBHBIE DAEMEHTHI, 00AACTD MPUMEHEHUsI, TOCAEACTBUS UX
BBEAEHUSI M DOAb B YCHAEHUM OIOAKETHOM AUCLUIAMHBIL PacCMOTpEH ONBIT APYruX
CTpaH IO BHEAPEHMIO PMCKaABHBIX ITPaBUA. I[IpeAAOKEeHBI Mepbl, HAalleA€HHbIE Ha MTOBbI-
IIeHVe TPAHCIIaPEHTHOCTY 6I0aXeTHOro npouecca. CA€AaHbI BBIBOABI, YTO B LIEAOM UC-
MIOAB30BaHME MEHEAXMEHTA M3MEHEHMIT B YIIPAaBAEHUM TOCYAAPCTBEHHBIMM yHaAHCa-
MU SIBASIETCSI OCHOBOV yBEAMYEHMSI TyOAVYHO LIeHHOCTM.

KAaroueBble cAOBa: MEHEAKMEHT M3MEHEHUI, TOPT(EABHBIN TIOAXOA, AOATOBAS TIOAU-
TUKa, FOCYAQPCTBEHHbIE TapaHTUM, PMCKAABHBIE IPABMAQ, TPAHCIAPEHTHOCTD OI0OAKET-
HOTO Ipoliecca.

The Evans Incorporated company, which is a member of the International
Consortium on Financial Management, has developed a portfolio approach to
managing changes in the public sector of the economy. To improve the effectiveness
of public financial management, above all, it is necessary to determine the
composition of the change portfolio and estimate the feasibility of its application.
Such a portfolio should focus on the creation of public value by a public
organization. The introduction of specific changes in the public financial
management system should be subordinate to the main goal, which is to increase

36 "OiHaHcK Ykpainn’, 12018



VYnpaBAiHHs 3MiHaMM B cucTeMi Aep>KaBHUX ¢iHaHCiB

public value. The introduction of the portfolio of changes is also proposed to
Ukraine’s Government during the development and implementation of public
financial management programs [1].

According to this approach, first of all, it is necessary to determine the content
and structure of the portfolio and its role in managing public finances, as well as
the possibilities of its practical application in public institutions. The portfolio of
change management reflects a holistic approach to targeted changes in public
finances and includes a whole range of programs and projects aimed at improving
the quality of public financial management. The portfolio approach involves the
development of a strategy and tactics for making positive changes (to increase
public value), as well as considering the time frame for their introduction and
establishing their sequence.

Of great importance are the provisions of the portfolio approach for debt
policy in Ukraine. Above all, such a policy should be aimed at solving strategic
tasks of public debt management (to increase public value). At the same time, it is
necessary to consider various transformations taking place in the development of
the country. Management decisions should be made on the basis of an in-depth
analysis of the content and mechanisms of using budgetary funds, their impact
on the dynamics of public and publicly guaranteed debt indicators, as well as
changes in the debt’s structure.

According to the Medium-Term Public Debt Management Strategy for 2017-
2019, the objectives of public debt management are: 1) to finance the state budget
at the minimum possible cost of servicing the public debt, given risks; 2) to ensure
the effective functioning of the domestic government securities market and
increase access to the international capital market [2]. However, this approach
seems somewhat simplistic. In our opinion, the goal of public debt management
is to attract sufficient (for ensuring state budget financing) resource in conditions
of maintaining it at an economically safe level.

The financing of the state budget in Ukraine is aimed at providing budgetary
support to state and non-state corporations, institutions created by the government
for performing certain tasks; increasing state participation in the share capitals of
economic entities; state control of private enterprises; financing quasi-fiscal
operations; introduction and withdrawal of budgetary funds as deposits in
commercial banks, etc.

At the same time, it should be noted that the growth of public debt is due to
the retention of high deficits in the general government sector (central and local
budgets, as well as state social funds). In addition, budgetary support for state and
non-state corporations, state financial institutions using state borrowing
mechanisms is also becoming a factor in the accumulation of public debt.
Increased budgetary support by financing the repayment of financial obligations
of state and non-state corporations, using state guarantee mechanisms, leads to
an increase in the publicly guaranteed debt.

The accumulation of the public debt is due to an economic crisis, political
instability, the aggressive policy of the Russian Federation, the temporary
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occupation of the Crimea, military actions in the Donetsk and Lugansk regions.
As a result, the risks of the development of public finances have significantly
grown; the need for state support of internally displaced persons, the restoration
of the destroyed property of citizens and the establishment of order in the
controlled territories bordering the ATO zone has increased. It is necessary to
exert more efforts for the political regulation of the military conflict with Russia,
the strengthening of the Armed Forces of Ukraine, the expansion of the
information space, etc.

To solve these problems, the amount of public and publicly guaranteed debt
has significantly increased (table). As we see, the dynamics of government debt is
progressive. At the same time, the external debt grew faster than the domestic
one. Notable changes occurred in the dynamics of the publicly guaranteed debt
obligations: for the period 2013-2016 the debt’s amount grew 2.68 times. They
increased rapidly in 2015, compared to the previous year.

At the same time, there have been changes in the structure of guaranteed
obligations. External debt accumulated as a result of a significant increase in the
volume of state guarantees provided to foreign entities (international financial
institutions, foreign governments, foreign banks). The share of domestic guaran-
tees decreased, while the share of external guarantees increased. In 2013, domes-
tic obligations were 26.05%, external — 73.95%, in 2015 — 9.02 and 90.98% respec-
tively, in 2016 — 8.54 and 91.46%".

Table. Key indicators of public and publicly guaranteed debt of Ukraine
in 2013-2017, UAH bln.

Indicators 2013 2014 2015 2016 2017*
Public debt 480.22 947.03 | 1334.27| 1650.83| 1758.10
Domestic 256.96 461.00 508.00 670.65 716.59
External 223.26 486.03 826.27 980.19| 1039.51
Publicly guaranteed debt 104.57 153.80 237.91 278.98 305.90
Domestic 2713 27.86 21.46 19.08 20.20
External 7744 125.94 216.45 259.89 285.70
Total public and publicly guaranteed debt 584.79| 1100.83| 1572.18| 1929.81| 2062.00

*As of 30 November.

Based on the calculations for: Debt. Statistical materials on the public and publicly guaranteed debt /
the Ministry of Finance of Ukraine. URL: http://www.minfin.gov.ua/news/view/statystychni-materialy-
shchodo-derzhavnoho-ta-harantovanoho-derzhavoiu-borhu-ukrainy_2016?category=borg&subcatego
ry=statistichna-informacija-schodo-borgu.

! According to the estimates of the National Bank of Ukraine budget deficit servicing and debt
repayment during 2015 was mainly due to external borrowing from official sources. The attraction
of funds on the domestic market through the issuance of foreign exchange and hryvnia bonds was
insignificant in comparison with external borrowings (see: National Bank of Ukraine, Financial
Stability Report, June 2016. URL: http://www.bank.gov.ua/doccatalog/document?id=32241744).
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Thus, in recent years, despite the relatively low deficit of the state budget, the
costs of its financing, as well as the provision of state guarantees, have increased
significantly, which is associated with an increase in the cost of repaying state
internal and external liabilities, as well as financing active operations (purchase
of short-lived securities by the government, adjustments of budget levels based on
exchange rate differences, other transactions). The scope of the obligations
guaranteed by the central government was significantly expanded. All these changes
required an increase in the deficit-debt adjustment, and, consequently, the amount
of resource mobilization (within the framework of financing the state budget).

The positive results obtained by introducing changes in the government's
budget policy during 2016 are just the beginning. It is necessary to revise the
budgetary support of state corporations in the direction of limiting its volumes
and increasing fiscal efficiency to prevent the growth of public debt based on state
guarantees. According to IMF experts [3], Ukraine is characterized by fairly high
indicators of direct and indirect support of the public sector from the state budget,
as well as poor quality of public capital management, which increases fiscal risks.
The negative impact of state corporations on the state budget is due to the lack of
reliable information about their financial situation, as well as the need for
recapitalization, increased subsidies to loss-making enterprises and providing
guarantees. The strategy of sustainable development "Ukraine-2020" provides for
the reform of state property management [4].

Great importance is attached to the issues of further institutional changes
with a view to improving the effectiveness of managing the state budget financing,
which include:

— establishment of proper control over the operations of financing the state
budget by the Government from the side of the Verkhovna Rada of Ukraine and
public organizations;

— introduction of appropriate adjustments to normative acts on fiscal policy
issues, namely, the Budget Code of Ukraine, the Main Directions of the Budget
Policy for the following periods, the Law on the State Budget for the Next Year, the
Strategy for Reforming the Public Financial Management System for 2017-2020;

— reforming the state corporations sector to stop their budget support using
the mechanisms of local government bonds.

To prevent an increase in the public debt and publicly guaranteed debt beyond
the volume determined by the Budget Code of Ukraine, it is necessary to strengthen
control over the dynamics of their indicators by the Verkhovna Rada of Ukraine and
public institutions and assume that volumes of the public and publicly guaranteed
debt established by the Law of Ukraine "On the State Budget for 2018" should not
exceed their limit indicators in accordance with the Budget Code of Ukraine.

To curb the growth of public and publicly guaranteed debt, the country is
introducing fiscal rules that set limits on the country's public debt in absolute
terms or as a percentage of GDP. This type of rule is considered the most effective
for ensuring debt sustainability, operational management and monitoring. Debt
rules can be set at the level of both a single country and an interstate integration
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association. Given the tasks of change management, it is expedient to use three
types of fiscal rules:

1) the rules of budget balance used to achieve a budget balance — general,
structural or cyclically adjusted;

2) rules for limiting general, primary or current budget expenditures. Such
limits are usually set in absolute terms or depending on the rate of economic
growth, and sometimes also as a percentage of GDP with a time horizon of three
to five years. These rules are not directly related to the aim of ensuring debt
sustainability, but it is an operative instrument of fiscal consolidation, when
accompanied by debt rules or rules of budget balance;

3) rules for regulating budget revenue. They set a "ceiling" for revenue and are
aimed at improving the accumulation of revenue and duties and/or preventing an
excessive tax burden. Most of these rules are not directly related to controlling
the level of public debt, since they do not limit budget expenditures. In addition,
the establishment of a revenue ceiling is a challenging task, because the revenue
can have a significant cyclical component, whose fluctuation depends on the stage
of the business cycle. The exception is the rules that limit the use of unexpected
(irregular) revenues to finance additional costs. The application of the rules for
the regulation of budget revenues is effective in pursuing pro-cyclical fiscal policy
in the absence of automatic revenue stabilizers in the period of economic recession
or revenue ceilings in the economic recovery phase.

In the fundamental work of IMF experts "Public Finance Management and its
Emerging Architecture” (2013) the application of fiscal rules refers to important
innovations in public finance management [5]. In 1990 such rules were used by
only five countries — Germany, Indonesia, Luxembourg, USA, and Japan. The
further development of a modern institutional framework for fiscal policy and the
introduction of medium-term budgetary planning was accompanied by the
widespread use of fiscal rules at the national and supranational levels. In December
2015, they were already used in 96 countries of the world [6, p. 8].

As the international experience in the implementation of fiscal policy shows,
such rules are introduced for various reasons: to ensure macroeconomic stability,
to increase confidence in fiscal policy of the government and carry out fiscal
consolidation, to ensure long-term stability of fiscal policy, to minimize negative
externalities within an economic or monetary union. Not all fiscal rules are
equally aimed at maintaining fiscal sustainability, economic stability and,
possibly, the size of the public sector, even when their structural components are
well-developed. The combination of different types of such rules can help
eliminate gaps and breaks. For example, a debt rule combined with a cost rule will
ensure an increase in debt sustainability, while providing operational solutions in
the short and medium term for countercyclical targeted regulation of the size of
the public sector. This can also be achieved through the simultaneous operation
of the debt rule and the rule of cyclically adjusted budget balance.

The main elements of fiscal rules are: the definition of objectives and scope of
their application; legal framework for their implementation and operation;
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monitoring of their compliance; a clear definition of the conditions under which
temporary ignorance of the rules is allowed; consequences in case of failure to
reach the established parameters.

In many countries, at least two fiscal rules are observed simultaneously. Most
developed countries use the debt rule and the budget balance rule, while the rest
(slightly less than half) use the debt rule, the budget balance rule and the rule for
limiting general, primary or current budget expenditures. Unlike developed
countries, only half of emerging and developing countries use debt and budget
rules, while a third of them applies only one fiscal rule (mainly debt).

It is specially required to consider the effect of contingent liabilities, which
means that it is possible to transfer them to the state budget rather than fulfill
these liabilities by immediate borrowers. The main risks of contingent liabilities
are related to: publicly guaranteed debt; obligations of the state arising from the
results of subcrediting operations; borrowings of local authorities for which the
state guarantee was not provided, and their obligations under guarantees and
guarantees issued by them to ensure borrowings of other entities; borrowing of
institutional units of the public sector; obligations of the private financial and
corporate sectors of the economy.

A constituent institutional mechanism for introducing fiscal rules is
independent fiscal institutions, in particular fiscal councils. Specialists of the
European Commission define an independent fiscal institution as an independent
public institution other than a central bank, government or parliament that
prepares macroeconomic forecasts for the budget, monitors compliance with the
fiscal discipline, analyzes and evaluates fiscal policy, and provides its
recommendations on how to conduct it. Such an organization is financed mainly
from public resources and operates independently from the state fiscal bodies [7].

It is worth noting that the tasks of independent fiscal institutions are country-
specific. The most common of them are:

— an objective forecast of key macroeconomic indicators, which lie in the
basis of budget development for the next period (periods); the government's
delegation of this function to an independent institution enables to avoid the
formation of a budget on unrealistic projections (the government is usually
inclined to provide too optimistic forecasts to give the impression that the
economic policy is more effective than it really is);

— determining the implications of various government initiatives and projects
for the budget and the economy;

— apreliminary assessment of the ability of the declared fiscal policy to achieve
the specified target fiscal indicators (a deficit, public debt, budget revenues and
expenditures, etc.) and the likelihood of compliance with the approved fiscal
regulations and restrictions under the current conditions in the national and
global economy;

— the conclusion about the achievement by fiscal policy of the established
target fiscal indicators (and to what extent), as well as compliance with fiscal
rules. This function is especially important in the case when the fiscal rules
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include requirements for balancing the budget on a cyclical basis, limiting the
structural component of the budget deficit. This is due to difficulties in obtaining
an unambiguous assessment of the structural and cyclical components of the
budget balance;

— analysis of long-term stability of fiscal policy, debt sustainability;

— provision of normative recommendations and proposals on fiscal policy
(e.g., deficit limit values or its structural component, public debt, etc.) [8].

Fiscal institutions can assess not only the fiscal policy of the current
government, but also proposals on it from the opposition, as well as the electoral
programs of various political forces in the part related to fiscal policy, and make
such independent estimates public for society.

With the help of these tasks, independent fiscal institutions fulfill the function
of increasing the sustainability of public finances by reducing the propensity to
deficit financing of the budget. If the fiscal organization enjoys the authority of
the society and politicians, such influence on fiscal policy can be very strong,
especially when the organization is guided by economically based forecasts,
estimates and recommendations that prevent excessive government optimism,
underestimation of the future debt burden and possible negative economic
processes; seeks to increase the transparency of fiscal policy (improve public
awareness of it and its consequences, ensure the accountability of politicians to
the public and institutions of civil society); is independent of any political forces.

Independence of fiscal institutions is ensured through the establishment of an
official status at the legislative level; a special procedure for their formation
(appointment of their members); adequate and sufficient funding; clear definition
of functions with fixing the requirement on the frequency of their implementation;
the opening by the government of access to information on budget indicators at
any time and at any stage of the budget process; prohibition of influence on the
part of government bodies (in terms of creating analytical products, institutions,
early release of its members, termination of funding, etc.).

The term of functioning of such institutions should be longer than the tenure
of politicians. The composition of an independent fiscal institution can be formed
by quotas from various political institutions (the president, the government, the
parliament, the central bank, the National Academy of Sciences), mostly from
scientists whose career does not depend on the state. In addition, the fiscal
institutions may employ former politicians who no longer participate in the
political process, analysts of the financial sector of the economy and the like.

The number of personnel of fiscal institutions varies according to the scope of
their tasks: from 5-8 people if only analysis and evaluation of budget indicators
are carried out, and 100-200 people if all macroeconomic processes in the country
and the world that can affect the fiscal sustainability of the state are analyzed. For
example, the German Council of Economic Experts, founded in 1963, consists of
five experts and 30 support staff and performs advisory functions on a range of
economic issues, including fiscal policy. The Economic Council of Denmark,
established in 1962, employs four experts and 35 support staff who prepare

42 "OiHaHcK Ykpainn’, 12018



VYnpaBAiHHs 3MiHaMM B cucTeMi Aep>KaBHUX ¢iHaHCiB

economic reports and forecasts on various issues, including fiscal policy. The staff
of the Budget Office of the US Congress, founded in 1974, consists of 250 people
who conduct an objective, impartial and timely analysis, thus helping in making
economic and budget decisions, including for a wide range of programs that are
funded by the federal budget.

The Fiscal Council of Romania was established in 2010, has five members
nominated by the Parliament for nine years on the proposal of the Romanian
Academy of Sciences, the National Bank, the Academy of Economic Studies, the
Institute of Banking, the Association of Banks, and nine support staft. The Fiscal
Council evaluates macroeconomic forecasts and budget revenues for the next
year, prepares solid expert opinions and recommendations on fiscal strategy;
projects of the state budget and the social insurance budget; government reports
on the economic situation, the implementation of the budget and the achievement
of fiscal goals; sustainability of public finances, including an assessment of the
financial situation of public companies; general government debt; administration
of taxes, the amount of evasion from paying them, etc. [9].

Therefore, governments introduced fiscal rules for the level of public debt,
budget deficit, optimization of its expenditures and budget revenues to prevent the
escalation of fiscal problems. According to empirical research on the application of
fiscal rules, the following conclusions can be drawn: the more stringent and
complex fiscal rules are closely correlated with the strengthening of the cyclically
adjusted primary balance in the EU member countries; debt rules and budget
balances provide better budget outcomes than those that regulate budget
expenditures and revenues; rules that cover more government bodies enhance high
fiscal discipline. Certain aspects of the rules, such as a strong legal framework and
strict compliance, contribute to the effective functioning of the fiscal sector [10-12].

In Ukraine, there is a fiscal rule regarding the limitation of public and publicly
guaranteed debt. Its total size at the end of the budget period cannot exceed 60%
of the annual nominal GDP of Ukraine. In the case of the expected excess of this
limit, the Government immediately appeals to the Verkhovna Rada for permission
to temporarily exceed this limit and submits for approval a plan of measures to
bring the total amount of public and publicly guaranteed debt in line with the
established requirements (Part 2 of Article 18 of the Budget Code Ukraine).

The strategy for reforming the system of public financial management for
2017-2020 envisages tightening fiscal discipline by introducing fiscal rules. In 2018,
the Ministry of Finance of Ukraine will determine acceptable fiscal rules for entering
them after the completion of the joint IMF program into the framework of the
Enhanced Finance Facility (EFF) (deficit level, government guarantees, etc.). It is also
planned to take a number of measures, including the restriction of the provision
of new state guarantees (in particular, 5% of the revenue of the general fund of the
state budget) in the Budget Code of Ukraine, limiting the guaranteed amount of
the obligation (for example, up to 100% principal repayment obligations or 80%
obligations under loan's principal repayment and debt's servicing), establishing
the responsibility of the central executive authorities to monitor risks that
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arise from state guarantees, requirements for risk assessment and disclosure of
information on such guarantees. Also, a specially established commission will
provide state guarantees calculated according to the level of risk and improve
methodology for assessing the borrower's profile for the provision of state
guarantees [13].

To increase the transparency of the budget process, better control of budget
expenditures is proposed:

— to annually publish information on the volumes and dynamics of the state's
contingent liabilities (state guarantees for loans, state insurance programs,
compensation from the budget, etc.);

— to systematically publish information on the volumes and dynamics of
quasi-fiscal operations;

— to regularly (at least once a year) disclose the amount of tax expenditures (it
is a question of estimated losses of the state budget from the granted tax benefits,
discounts, dismissals, etc.);

— to quarterly publicize the financial performance of the funds of compulsory
state social insurance and reports of the State Fiscal Service of Ukraine to achieve
key performance indicators;

— to annually provide reports of the key administrators of budgetary funds on
their expenditures for the previous year.

In order to strengthen the control over the targeted and efficient use of
budgetary funds, it is proposed to place on the official website of the Ministry
of Finance of Ukraine information on the main indicators of the implementation
of budget programs according to the reports on the implementation of the
passport of such a program: the volume of expenditures and the provision of
loans under the program; distribution of expenditures by programs across
administrative-territorial units; the main performance indicators of such
programs (cost, product, efficiency, quality). It is proposed to consider the
possibility of establishing a consultative group on the development and monitoring
of fiscal policy under the Ministry Finance of Ukraine to develop proposals and
recommendations for changes in the fiscal policy and fiscal rules, the formation
of fiscal goals for future periods, the independent examination of draft laws on
budget policy issues, and the drafting of alternative macroeconomic and budget
forecasts by independent experts (institutions).

In general, the use of management approaches to changes in public financial
management (exemplified by debt policy and the application of budget rules) is
the basis for increasing the effectiveness of management actions with a focus on
achieving the main goal — increasing public value. In this context, the issues of
determining the content and structure of the change portfolio are of particular
importance, as well as the introduction of concrete measures aimed at attaining
the stated objectives. Much attention is also paid to the development of strategic
directions and activities in the short-term to fulfill medium- and long-term
objectives.
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