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INFLUENCE OF BUDGETARY INSTRUMENTS ON INDICATORS
OF REGIONAL DEVELOPMENT

Abstract. One of the current problems of using budget instruments of support and stimulation of
regional development is their low efficiency, which requires the improvement of existing ones and
introduction of other, more rational ones. The purpose of the article is to determine the impact of current
budget instrument on indicators of regional development, with the help of economic and mathematical
modeling, in order to determine their effectiveness and to provide recommendations for introduction of
more effective instruments of support and stimulation of regional development. The article shows the
influence of budget instruments on such indicators of regional development as capital investment at the
expense of own funds of enterprises and organizations, the unemployed population, the volume of
industrial production (goods, services) that have been sold, the volume of construction works. The
results of the modelling have shown that the main influence on the exemined indicators of regional
development is made by capital investment using the state budget, in particular, on increasing the
volume of construction works, the volume of industrial production sold and the volume of capital
investments at the expense of enterprises and organizations' own funds, which is related to the direction
of such state investments, namely infrastructure projects. Nevertheless, capital investment at the expense
of local fundsbudgets have only a small effect on the growth of capital investment using their own funds
of enterprises and organizations.The insignificant influence of the studied budget instruments on
indicators of regional developmentis proved, which refers to their low efficiency, and highlights the
need to improve the budget instruments of support for regional development and focus on the fiscal
stimulation instruments for the effective use of the internal resource of the regions (using the grandees
by communities and attracting investment in development of the territory). Recommendations for
increasing the efficiency of the use of such a budget instrument as the State Fund for Regional
Development are given.

Keywords: budget instruments, regional development, modeling, SFRD, capital investment,
grants.
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BIIJIUB BIO/KETHUX IHCTPYMEHTIB
HA TOKA3HUKHN PET'MTOHAJIBHOI'O PO3BUTKY

Anotanisi. OpmHiero i3 cydacHMX mpoOJeM 3acTOCyBaHHS ONO/DKETHUX I1HCTPYMEHTIB
HIATPUMKA Ta CTUMYJIOBaHHS pErioHaJbHOTO PO3BUTKY € IiXHS HH3bKa €(EeKTHBHICTH, IO
3yMOBIIOE TOTPeOy B YAOCKOHAJICHHI HAsBHUX 1 3aMPOBA/DKEHHI IHIIWX, OINBII pallioHAJIbHHX.
Mertoio cTaTTi € BU3HAUYEHHS 3a JIOTIOMOIOI0 €KOHOMIKO-MaTeMAaTHYHOTO MO/ICNIIOBAHHS BIUTUBY
HUHI 3aCTOCOBAaHUX OO/DKETHUX IHCTPYMEHTIB HAa TOKAa3HUKU PETiOHAIBHOTO PO3BUTKY IS
BU3HAYCHHS iXHbOi €(PEKTHMBHOCTI Ta HaJaHHSI PEKOMEHIAIIl MI00 3ampoBa/HKEHHS OLIBII
e(pEeKTHBHUX IHCTPYMEHTIB MIATPUMKH 1 CTUMYJIIOBAaHHS PETIOHAJIHHOTO PO3BUTKY. Bu3HaueHO
BIUIMB OO/DKETHMX IHCTPYMEHTIB Ha TaKi MOKAa3HHKH PETiOHAJBHOTO PO3BHUTKY, SIK KalliTaabHI
IHBECTHIIII 32 paxXyHOK BJIACHMX KOIITIB MiAMPHEMCTB Ta OpraHi3aimii, 0e3poOiTHE HacelIeHHs,
00csr peanizoBaHOI MPOMHUCIOBOI MPOAYKINIi (TOBapiB, MOCHIYT), 00CAT BUKOHAHMX OyAiBENbHUX
po0it. Pe3ynbraTu MO/ENIOBaHHS NPOJEMOHCTPYBAJH, IO OCHOBHMI BIUIMB Ha JOCITIPKYBaHI
MOKa3HUKU PEriOHAJILHOTO PO3BUTKY CIPABIISAIOTH caMe KamiTajdbHi IHBECTHIIl 32 paXyHOK KOIITIB
JIepKaBHOTO OIO/KETY, 30KpeMa Ha 30UIblIeHHs 00csry Oy/iBenbHUX poOiT, 00csiry peanizoBaHOI
MMPOMHMCIIOBOT TPOAYKINI Ta 0OCATY KamiTalbHUX IHBECTHIIM 3a paxyHOK BJIACHMX KOIITIB
MIAMPUEMCTB Ta OpraHi3aiiid, M0 TMOB’SI3aHO 3 HANPSIMOM CIPSMYBaHHS TaKHX JIEPKaBHUX
IHBecTHIid, a came iH(pacTpykTypHi mpoekTH. HartomicTh KamitanbHi IHBECTHIIi 32 paxyHOK
KOILTIB MICIIEBUX OIO/DKETIB MAIOTh JIMIIE HE3HAYHUI BIUIMB HA 3POCTAHHS O0CATY KaIliTaJbHHUX
IHBECTHUIIIN 32 paXyHOK BIIACHUX KOIITIB MiJIPUEMCTB Ta OpraHizaiiid. /loBesieHo He3HaYHUH BILJIMB
JOCII/PKYBaHUX OIO/DKETHUX IHCTPYMEHTIB Ha MOKAa3HUKH PETiOHATBHOTO PO3BUTKY, IO BKAa3ye Ha
iXHIO HHM3bKY €(QEeKTHBHICTb 1 TOBOPSATh MPO HEOOXINAHICTh BIAOCKOHAJIEHHS OIOJUKETHUX
IHCTPYMEHTIB MIATPUMKH PETiOHAJBHOTO PO3BUTKY Ta KOHIEHTpALil yBaru Ha IHCTPYMEHTax
OI0/DKETHOTO CTUMYJTIOBAaHHS €()EeKTUBHOTO BHKOPHCTAHHS BHYTPIIIHBOTO pECypCy pETrioHiB
(BUKOpUCTaHHSA TpOMaJaMH TpaHIB 1 3aJydeHHS IHBECTHIII 0 PO3BUTKY Tepuropii). Hamano
peKoMeH aMii 11010 MiBUIIEHHS e()eKTUBHOCTI 3aCTOCYBaHHS TAKOTO OIOPKETHOTO IHCTPYMEHTY,
K JIep>)KaBHUH (DOH] pETIOHAIIEHOTO PO3BUTKY.

KuiouoBi ciioBa: 010/)KeTHI IHCTPYMEHTH, PETIOHANBHUI PO3BUTOK, MoaentoBanHsl, JJOPP,
KamitajabHi iHBECTHUILii, TPAHTH.
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BJIUAHUE BIOJ)KETHBIX UHCTPYMEHTOB
HA MMOKA3ATEJIA PETUOHAJIBHOI'O PA3BBUTUSA

AnHoTanus. OmpeneneHo BiIusSHHE OIO/DKETHBIX HMHCTPYMEHTOB Ha TaKHe IOKa3aTelH
PErMOHATIBHOTO Pa3BUTHsL, KaK KalUTaJbHbIE MHBECTULUM 32 CUYET COOCTBEHHBIX CpE/ACTB
NpeanpusiTUi U opraHu3anuii, 6e3paboTHOE HaceneHue, 00bEM PeaTu30BAHHOM MPOMBILUIEHHOM
IPOAYKIUH (TOBApOB, YCIAYT), 0OBEM BBIIOJHEHHBIX CTPOUTENBHBIX paboT, ¢ LENbI0 ONpeieIeHUs
ux H(¢eKTUBHOCTU. Pe3ynbTaTel HCCIEAOBAHUS JAEMOHCTPHPYIOT HE3HAUUTENbHOE BIUSHHUE
UCCIIEAYEMBIX OIO/DKETHBIX HMHCTPYMEHTOB Ha IIOKA3aTeNd PErHOHAIBHOTO PAa3BUTHS, YTO
yKa3pIBaeT Ha WX HU3KYIO0 3(QQEKTHBHOCTH M TOBOPHUT O HEOOXOIMMOCTH COBEPIICHCTBOBAHUS
OIO/DKETHBIX HHCTPYMEHTOB TOJICPIKKH PETHUOHATHHOTO PAa3BUTHS M KOHIEHTpAI[MM BHUMAHUS Ha
MHCTPYMEHTaX OIOJDKETHOTO CTHUMYJIMPOBAaHUS 3((EKTUBHOIO HCIIOJB30BAHUS BHYTPEHHETO
pecypca peruoHOB (MCIOJIb30BaHUE OOIIMHAMM IPAaHOB U MPHUBJICYEHUS WHBECTHLIUN B pa3BUTHE
TeppuTopun). JlaHbl peKOMEHJAlMM IO NOBBILEHUIO 3((EKTUBHOCTH NPUMEHEHHUS TaKoro
OI0JUKETHOTO MHCTPYMEHTA, KaK TOCYIapCTBEHHbBIN (POH]] pErHOHATIBHOTO PA3BUTHSL.

KuaroueBble cjioBa: 010/DKeTHbIE HHCTPYMEHTHI, pETMOHALHOE Pa3BUTHE, MOICIHPOBAHHE,
I'®OPP, kanutaibHbIE MHBECTULIUU, TPAHTHI.

®dopmyi. 4; puc.: 0; Tabun.: 4; 6ubmn.: 10.

Introduction. At the current stage of development of the Ukrainian economy, one of the
main tasks of functioning of the state is to stimulate the development of the regions, since the
general condition of the country’s economy depends on the degree of growth of their social and
economic indicators. The state has a large number of instruments for supporting and stimulating
regional development, including budget ones. These days, a significant amount of budget support
instruments and incentives for regional development are used in Ukraine, of which budget
allocation, subsidies subventions, loans, creation of funds in the budget for financing regional
development program, investments projects and others. But the use of budgetary tools should be
justified, taking into account the peculiarities of the stage of the development of the country, the
peculiarities of the development of the regions, economic and social factors. Moreover, it has to be
consistent with the economic development strategy and also agreed with each other and the
priorities, which were adopted at the legislative and governmental levels that create an opportunity
to intensify investment processes in all areas of the economy and counterbalance regional
disparities.

One of the modern problems of using budget support instruments and stimulating regional
development is their low efficiency, which necessitates the improvement of existing ones and
introduction of other, more rational ones. In particular, the new requirements for the financial
support of regional development, namely the rejection of paternalism and the transition if regions
and communities to self-sufficiency through the search for resources on the ground, the disclosure
and effective use of internal potential, which also lead to a change in approaches to the selection
and formation of financial support instruments for regional development.
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Analysis of researches and problem formulation. Problems of regional development, are
considered in the writings of such national scholars as Z. S. Varnalius [1], S. A. Romanyuk [2], H. V.
Vozniak [3], simulation of regional development in the works of S. M. Romashko, I. Z. Savras, R. G.
Selivistrota, R.V. Yurintsa [4], the research of grant mechanisms of the distribution of funds devoted
to the work B. M. Danylyshyn, V. V. Pilipiv [5]. Among the foreign scholars who paid attention to
this problem, one can distinguish the works of R. J. Barro [6], D. J. Savoy, and B. H. Higgins [7], R.
A. Musgrave [8]. However, despite a large number of studies in this area, the issue of the effective
use of budget support instruments and stimulation of regional development, in particular, the effective
use of investment transfers, the determination of the impact of these instruments on regional
development indicators and the development of new mechanisms for funding local initiatives remain
unresolved.

The purpose of the article is to determine the impact of existing budget tools on regional
development indicators by means of economic and mathematical modeling, in order to determine
their effectiveness and to provide recommendations for the implementation of more effective
instruments for supporting and stimulating regional development.

Results of the research. In recent years, legislation on regional development has been
substantially improved in Ukraine, a number of regulatory and legal acts on regional development
strategies, medium-term budget planning, development and implementation of new budget support
instruments and incentives for regional development (SFRD, subventions from the state budget to
local budgets have been developed and adopted according to social and economic development of
separate territories and on the formation of the infrastructure of the united communities).
Decentralization and financial reform are carried out.

But, at the same time, there is currently no public investment program in Ukraine (a list of
priority projects including the medium-term budgetary perspective) and a multi-year strategy for
investments at the national and local levels. Today, funding for the strategic development of regions
in Ukraine is absent or exists in a very fragmented form in selected cities (in the most financially self-
sufficient regions).

The importance for optimization and proper use of public investment makes it necessary to
improve coordination and synergy between investments that are made at the expense of different
sources of funding by all participants in the development process, namely, by the state, regional and
local authorities in a certain territory. This can be considered as a define form of planning or
coordination of regional development [9, p. 31].

As practice shows, most of the public expenditures at the local level in Ukraine are current and
often "extraordinary”. As a rule, only "protected™ items of expenses are funded on time or with a little
delay. Capital projects are carried out only in the area of construction or repair of socially important
objects, such as communal infrastructure, schools, hospitals and etc. Most measures under regional
agreements of investment subventions are aimed at developing basic infrastructure and "locking
holes™ in financing current expenditures. Almost nothing is about projects aimed at the perspective,
development measures that would have an impact on the changes in the structure of the economy, its
productivity, labor intensity, as well as the structure of employment or income from active economic
activity [9, p. 15].

Taking into account the above-mentioned, the question of determining the impact of budgetary
instruments on regional development indicators, and in particular their effectiveness, is actualized.

Among the indicators of regional development, which mostly demonstrate the development of
a specific region, the following can be distinguished: capital investments at the expense of own funds
of enterprises and organizations, the unemployed population, the volume of sold industrial products
(goods, services), the volume of construction work performed.

Unfortunately, it is impossible to determine the direct impact of such budget tools as
subventions from the state budget to local budgets for the implementation of investment projects,
implementation of measures for the social and economic development of certain territories and the
formation of the infrastructure of the united communities and the funds of the SFRD for regional
development due to the absence of continuous available data on budgetary tool over a significant
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period of time, for at least 3 years. Therefore, data of capital investments from state and local budgets
was used to determine the impact.

Econometric toolkit was used to determine the impact of the above instruments on regional
development indicators.

As a result of the investigation of the impact of capital investment from the state and local
budgets on the main indicators of regional development, 4 panel models with fixed effects were
estimated:

Yit = ai + B1Xait +-+ BiXiie + it
where yi; — dependent variable;

Xit— k-measurable vector of independent variables;

eit — perturbations that are independent and equally distributed random variables in the
model N of objects of observation (j=1N) and T (t=1T) of time periods;

Sk— model parameters.

Coefficients for x are the same for each observation unit during T periods, the average levels
are different. Consequently, «; reflects individual effects for the identical unit of observation and is
constant over the time period [10].

[Tpu moOynoBi MOeNei BAKOPUCTAHO TaKi MO3HAYCHHS:

Cap_inv_gov_budget — capital investment at the expense of the state budget, thousand.
UAH;

Cap_inv_loc_budget — capital investment at the expense of local budgets, thousand UAH;

Private_enterpr_cap_inv — capital investment at the expense of own funds of enterprises and
organizations, thousand. UAH;

Unemployment — unemployed population, thousand people;

Volume_of _ind_prod — volume of sold industrial products (goods and services), thousand.
UAH;

Construction — volume of executed construction works, thousand. UAH

a1i, A2i, a3i,04i,f1,52,83,04,F5,fs— model parameters;

&1, &, E3t, 64t —Perturbation in models.

The Eviews 9 software package was used to evaluate the models. The results of the models
are presented in tables 1-4.

Capital investment at the expense of own funds of enterprises and organizations is
influenced by capital investments at the expense of both state and local budgets, represented by the
following interconnection (Model 1):

In(Private_enterpr_cap_invi;) = a1; + f1-In(Cap_inv_gov_budget i; (-4)) +
+B2-In(Cap_inv_loc_budget it(-3))+ &1t Q)

At the same time, it should be noted that the impact of capital investments at the expense of
the state budget is carried out with the lag 4, capital investments at the expense of local budgets -
with the lag. 3. The results of the assessment of model 1 are presented in Table 1.

Table 1.
Evaluation of model parameters 1
Variables | Coefficients | t-Statistic | Prob t-Statistic
Dependent variable In(Private_enterpr_cap_inv i)

Constant 526404,28 5,29 0,0000
In(Cap_inv_gov_budget ; (-4)) 3,07 2,03 0,0426
In(Cap_inv_loc_budget ;; (-3)) 1,50 2,63 0,0088

R%=0,19; F-statistic = 3,04 [0,0000]

Source: calculated by the authors themselves.

Model 2 reflects the impact of capital investment at the expense of state and local budgets
on unemployment and has the following form:
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In(Unemployment it) = ai+f3-In(Cap_inv_gov_budget i; (-4)) +
+B4-In(Cap_inv_loc_budget it(-4))+e&x 2)

In this case, the impact of capital investment at the expense of the state budget on
unemployment is carried out with lag 4, capital investment at the expense of local budgets, also
with the lag 4. The results of the assessment of model 2 are presented in Table 2.

Table 2.
Evaluation of model parameters 2
Variables [ Coefficients | t-Statistic I Prob t-Statistic
Dependent variable In(Unemployment ;)

Constant -0,63 -0,22 0,8253
In(Cap_inv_gov_budget ;; (-4)) -0,00004 -2,17 0,0304
In(Cap_inv_loc_budget i1(-4)) 0,0001 3,02 0,0027

R?= 0,28; F-statistic = 5,22 [0,0000]

Source: calculated by the authors themselves.

According to the results of the study, the volume of realized industrial products (goods and
services) is influenced only by capital investments at the expense of the state budget (Model 3):

In(Volume_of _ind_prod it)=asi + fs-In(Cap_inv_gov_budget i; (-5))+ &3t (©))
Moreover, capital investment at the expense of the state budget affects the volume of

industrial products sold only with lag 5. The results of the evaluation of this model are reflected in
Table 3.

Table 3
Evaluation of model parameters 3
Variables | Coefficients | t-Statistic | Prob t-Statistic
Dependent variable In(Volume_of ind_prod ;)
Constant 5851708,33 18,81 0,0000
In(Cap_inv_gov_budget j; (-5)) 2,39 27,32 0,0005

R?=0,21; F-statistic = 3,36 [0,0000]
Source: calculated by the authors themselves.

However, the volume of executed construction work is conditioned only by the impact of
capital investments at the expense of the state budget with a lag of four quarters (the evaluation
results are presented in Table 4). Capital investment at the expense of local budgets in the
simulation process was insignificant. The final specification of the model is as follows:

In(Construction it)= asi + Ps-In(Cap_inv_gov_budgetii(-4))+&at (4)
Table 4
Evaluation of model parameters 4
Variables | Coefficients | t-Statistic | Prob t-Statistic
Dependent variable In(Construction i)
Constant 198769,61 7,69 0,0000
In(Cap_inv_gov_budget j; (-4)) 2,96 2,81 0,0052
R?= 0,36; F-statistic = 8,01 [0,0000]

Source: calculated by the authors themselves..

We should note that the coefficients of models 1-4 are significant, and the models
themselves are adequate. In order to take into account the possible heteroscedasticity of
perturbations, the covariance matrix of White was used in the models.

The constructed models showed a small impact of capital investments from state and local
budgets on the development of regions in Ukraine. This is indicated by the low values of the
determination coefficients in the models. At the same time, capital investments from state and local
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budgets are significant in all models (all independent variables in models are lagvariables). In most
models, the impact of investments on the development of regions comes with a time lag 4.

Commenting on the results of the simulation, we note that as a result of the growth of state
capital investment by 1%, the volume of construction works increases by 2.96% with a lag in 4
quarters.

As a result of the growth of state capital investment by 1%, the volume of industrial
products sold is growing by 2.39% with a lag of 5 quarters.

It should be noted that only capital investment at the expense of the state budget with lag 5
and 4respectively, is influenced by the volume of industrial production sold and the volume of
construction works performed.

Changing state capital investment and capital investment at the expense of local budgets
almost does not affect the unemployment.

An increase of 1% in state capital investment leads to an increase in capital investment at the
expense of enterprises and organizations' own funds by 3.1% with a lag in 4 quarters. At the same
time, the growth of capital investments at the expense of local budgets by 1% leads to an increase in
capital investment at the expense of enterprises and organizations' own funds by 1.5% with the lag. 3.

Summing up the results of the simulation, it can be noted that almost the main impact on the
studied indicators of regional development is made by capital investments at the expense of the
state budget, in particular, on increasing the volume of construction works, the volume of industrial
production sold and the volume of capital investments at the expense of own funds of enterprises
and organizations which is related to the objective of directing such public investments, namely,
infrastructure projects.Instead, capital investments at the expense of local budgets have only a small
effect on the growth of capital investment at the expense of their own funds from enterprises and
organizations.

The disadvantage is that capital investments at the expense of both state and local budgets
do not affect the level of unemployment, namely, the creation of new jobs.

Thus, today one can speak of the low efficiency of existing budget instruments supporting
regional development in Ukraine, which is related both to the poor quality of planning and use of
funds, to the "blurring™" of the target priorities, and to the lack of complicity of the recipients of
these funds in co-financing regional development projects. Nowadays, it is likely to develop the
practice of co-financing regional development projects for specific purposes from the SFRD and
regional budgets. However, this cooperation requires a clear and transparent process of resource
allocation, and a competitive selection of financing projects without the use of corruption
mechanisms. At the level of central authorities, more attention should be paid to increasing funding
and reorganizing the SFRD in line with EU standards. Targeted development programs for certain
areas of public services with the participation of the SFRD and local authorities allow the
implementation of budget-oriented projects that are not able to finance local governments
themselves. In particular, it would be better to monitor and evaluate existing regional development
programs in order to coordinate their activities with the priorities set in the regional development
strategies up to 2020, the State Strategy for Regional Development for the period up to 2020, the
possibilities of attracting funds from the SFRD for their implementation. Moreover, to enhance a
network of regional development agencies and integrate them into the preparation and
implementation of regional development programs and projects.

In addition to that, considering the lengthy selection process for projects funded by the
SFRD, there are problems with their timely implementation (funds arrive at the end of the year).
Therefore, it is likely to reorient this budget instrument to finance medium-term projects with a
significant amount of funding, and short-term measures with a small amount of funding to be placed
on local budgets and other budget tools such as subventions from the state budget to local budgets
for implementing investment projects, the economic development of certain territories and the
formation of the infrastructure of the united communities. It should also be noted that the
availability of such a number of budget instruments that aimed at supporting the social and
economic development of the regions of the country requires clear criteria for selecting projects and
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measures for financing through the appropriate instrument, their co-ordination, medium-term
planning to prevent deconcentrating and ineffective use of budget funds.

Today, the transition from paternalistic budget financing to the development of regions on
the principle of "macro-qualities” is considered relevant which is actively used in the EU countries,
- the dependence of payments of structural funds on compliance with national governments of
macroeconomic indicators guarantee the stability of the economy. In the regional development of
Ukraine, this can be used to finance territorial development in terms of socioeconomic outcomes or
adherence to objective targets. It is feasible to apply such financing principles while implementing
measures or projects at the expense of the SFRD. In particular, the amount of funding distributed by
the regions with the SFRR is tied to the effectiveness of the implementation of previous projects in
the regions funded by the SFRD.

To stimulate and intensify the initiative of local authorities, it is expedient to gradually
increase of the share of co-financing from local budgets of regional development projects, which
are realized at the expense of the SFRD, from 10 to 20%, which corresponds to the model of co-
financing of the EU countries.

It is also promising to stimulate the use of grants by communities and attract investments to
the development of the territory.

Advantages of attracting grants are not only their target direction on certain projects of
community development, but also their educational orientation, which provides skills for the basics
of project management, strategic planning, financial reporting, etc. A project-based approach to
financing can stimulate local authorities to create grant applications, as it is a long process of
lobbying and decentralization. Foreign donor funds provide grants not to community activities in
general, but to specific projects (for example, landscaping, insulation, etc.) with a specific time
period for its implementation and the provision of relevant financial statements.

In addition, the benefits of grant projects are that they often require co-financing (that is 20-
30% of the community's funds that should be financed on their own or attract additional investors),
aimed at sustainable project results (which will continue in the future), aimed at bringing together
the efforts of the inhabitants for the common development of the community, as well as the
resource which is most often provided in the form of equipment purchases and construction of
infrastructure objects, rather than monetary form. This causes a different look at the development of
territories. The study of the "best practices” of neighbors, perspective and innovative ways of
obtaining resources and skills minimizes the corruption component and promotes self-organization,
raising the level of human and social capital of communities.

Thus, improving or introducing new budget support instruments and encouraging regional
development under conditions of financial decentralization, the following principles should be taken
into account: co-ownership of state and local authorities in financing regional development;
stimulating the nature of the tools used; target direction; the effectiveness of the tools; and
community responsibility for using the resources received.

Conclusions.The econometric simulation made it possible to determine the impact of certain
budget tools on indicators of regional development. The results of the investigation show the
insignificant influence of the studied budgetary tools on indicators of regional development,
pointing to their low efficiency. There is a need to improve the budget support instruments for
regional development and focus on the tools for fiscal stimulation of the effective use of the internal
resource of the regions (using communities of grants and attracting investments to the development
of the territory). These days, it is advisable to develop the practice of co-financing regional
development projects for specific purposes from the SFRD and regional budgets. To stimulate and
intensify the initiative of local authorities, it is expedient to gradually increase the share of co-
financing from local budgets of regional development projects, which are realized at the expense of
the SFRD, from 10 to 20%, which corresponds to the model of co-financing of the EU countries.

In subsequent studies, the authors plan to assess the impact of other budget instruments, in
particular investment subventions, SFRD funds on regional development indicators, and consider
the possibility of amending the regulatory framework to improve the functioning of the SFRD.
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