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10.B. AsneckepoBa, TOKTOp €KOHOMIUYHUX Hayk, npodecop kadeapu ¢iHaHciB, OaHKIBCHKOI
CTIpaBU Ta CTpaxyBaHHS BiHHUIIBKOTO HAI[IOHAIBHOTO arpapHOTO YHIBEPCUTETY
B.JI. Topociiiuyk, KaHauIaT MeJaroriyHUX HaykK, JIOLEHT KadeIpu aaMiHICTPATUBHOIO
YIpaBITiHHSA 1 aJIbTEPHATHUBHHUX JDKEpeNl eHeprii BiHHMIIBKOTO HaI[iOHAIBHOTO arpapHoro
YHIBEPCUTETY

®ICKAJIbHI MYJbTUILIIKATOPHU B YKPAIHI

dickanpHa NOJITHKA BIAIrpae BAXIMBY CTaOLIi3ylouy poJib B €KOHOMILI YKpaiHH.
CporonHi, HaBiTh TiCIS HEJABHBOTO TMAJiHHSA YKpaiHChKOI TpHBHI, (hiCKalbHA TONITHKA
3aNIUIIAE€THCA KIII0YeM 0 €KOHOMIUHOI cTabimizallii. 3iTKHYBIIMCH 3 OHOBIEHHM KpPHU30I0,
OrOJDKETHE KOPHUT'YBAaHHS Ma€ BUpIIIaJbHE 3HAYEHHS I BiTHOBJICHHS €KOHOMIYHOI JOBIpH
Ha TJi HiIBULIEHOT HEBU3HAYEHOCTI 1 TE€OMOIITUYHUX PU3HUKIB. 3aCTOCOBYIOUHM CTPYKTYpPHHI
BEKTOp aBTOpErpecii, eMIpUYHi pe3yNbTaTH TMOKa3ylOTh, IO B HAWONMXKYiH IEepPCIIEKTHBI
¢ickanbHI MYJIbTHILTIKATOPH YKpa'l'HI/I 3HaYHO HMXKYE OJHOTrOo. 30KpeMa, MYJIbTUILIIKaTOpU
Butpat BiumBy € -0,3 moxomom Bix 0,4, BimnosigHo. Lle HaBoaWTH Ha AYMKY, IO, SKIIO
KOMOIHaIlifl JOXOAIB 1 3aXO/AiB IO KOHCOJIJalii BUTpAaT pOCTYTh, B KOPOTKOCTPOKOBIMH
MEPCIIEKTUBI HE3HAYHHIA BIUTMB HA 3POCTAHHS Oy/1e CKPOMHHM.

B VkpaiHi HU3bKa THYYKICTH OOMIHHOTO KYpCY, 11€ 03HAYae, 10 MOJIaTKOBI 1 JepKaBH1
BUTPATH MOXYTh 3pOOWUTH ICTOTHHH BIUIMB HAa €KOHOMIYHE 3pOCTaHHs. Jlep)kaBHI BUTpaTH i
noxoau Oinpmie B YKpaiHi Oulbli B MOPIBHAHHI 3 €BponedHCbKUMM KpaiHamu, sKi
po3BuBaroTheA. [IpoTe, BIUMB (icKalbHOI MONITHKK HA €KOHOMIYHY aKTUBHICTh MOXXE OyTH
ocnalieHe BUCOKHMM CTYIEHEM BIIKPUTOCTI  YKpaiHM O TOPTiBJi, MEHII PO3BMHEHUX
(iHAHCOBUX PUHKAX, BUCOKMM CyBEpEHHHM PH3HMKOM, i 3pOCTaI0UHiA Aep >KaBHUIN OOpT.

EmnipuyHa oriHka ()iHAaHCOBHUX MYJBTHUILUIIKATOPIB Ui YKpaiHU IPYHTYETbCS Ha
OLIHII Mojem cTpyKTypHoi BekTopHOi aBtoperpecii (SVAR). Enmorenni ¢ickanbHOT
nonituku 1 BBII BupimnyeThcst IUIsIXOM 3aCTOCYBaHHS KBapTalbHUX AaHuX 3a mepioa 3 2001
poky: Q1 mo 2013: Q4 s moAaTKOBUX AOXOAIB, AepkaBHUX BuTpaT i BBIIL. Bxirouenus
€K30TCHHHUX 3MIHHUX KOHTPOJIIOE 3MiHU BXOAY 1 BUXOJY, MOB'sI3aHi 31 3MiHAMU B €KOHOMIYHIH
BIIKPUTOCTI, T'POIIOBO-KPEIUTHOI IOJITHKH, a TaKOXX OOproBoro Tsraps, a He 3MIiHH Y
¢ickanpHili momituii (moxomiB abo Burpar). SIK pe3ysabTar, po3MIMpeHa crenugikaris
JIO3BOJISIE MIIBUIIUTH TOYHICTh JOXOJIB OI[IHKMA MYJBTHILTIKaTOpa BUTpAT. [IpoTe, MU Takox
MEePEBIPSIEMO CTIUKICTh PE3yJIbTaTiB, BUKOPHCTOBYIOUM cHeIu@iKaIliio, sIKa BHUKIIOYAE
€K30T€HH1 3MiHHI.

Knrwwuosi cnosa. dickamizariisi, MyJIbTHUIUTIKATOPHU, €KOHOMIKa, KamiTayu, Oopr,
VYkpaina.

JIit. 22.

10.B. Auekceposa, B.JI. Togocuiiuyk
OUCKAJIBHBIE MYJIbTUIIVIMKATOPBI B YKPAUHE
duckanbHas TMOJUTHKA HUIPAeT BaXHYI CTAaOWIM3HMPYIOLIYIO pOJb B SKOHOMHKE
VYkpaunbl. Cerofns, Jake IOCJIE€ HEAABHErO NaJeHUs YKPaMHCKOH T'pHBHBI, (pucKaabHAas
MOJUTUKA OCTAeTCsl KIIOUYOM K OSKOHOMHYECKOH crabunmzanuu. CTOIKHYBIINCH C
OOHOBJICHHBIM KPH3UCOM, OIO/PKETHOE KOPPEKTHPOBKH HMEET pellaioliee 3HaueHUe s
BOCCTAHOBJICHHA 3KOHOMHYCCKOI'O0 IOBCPHA Ha (1)0H€ MOBBITIICHHON HCOMMPCACICHHOCTU U
TeONOJIUTUYECKUX PUCKOB. IIpUMEHssI CTPYKTYpHBIA BEKTOp aBTOPEIPECCHUH, IMIUPUUYECKHE
pe3yJIbTaThl TIOKA3hIBAIOT, YTO B OJIDKAMIIEH MepCreKTHBE (PUCKAIbHBIE MYJIbTHILIUKATOPHI
VYKpauHbl 3HAUUTENBHO HUXKE OJHOTO. B 4aCTHOCTH, MyJIBTHUILUIMKATOPHI PACXO0B BIIMSHUS
apisietcst -0,3 moxomom ot 0,4 COOTBETCTBEHHO. DTO HABOIUT HA MBICHb, YTO, €CIH
KOMOMHAIMsT JIOXOZAOB M MEPONPUATHH IO KOHCONMJAIMKM Pacxoj0B pacTyT, B
KpaTKOCpOLIHOI\/JI NEPCHCKTUBC HE3HAYUTCIIBLHOC BJIMAHNUEC HA POCT 6yI[CT CKpPOMHBIM.
B VYkpaumne Hu3Kas ruOKocTb OOMEHHOTO Kypca, 3TO O3HA4aeT, YTO HaJOTOBBIE U
rOCYIapCTBEHHBIE PACXOAbl MOTYT OKa3aTh CYLIIECTBEHHOE BIMSIHUE HA YKOHOMHYECKHM POCT.
l'ocynapcTBeHHbIE pacxXolbl M JOXOJbl Oonbllle B YKpauHe OOJblI€ 0 CPaBHEHUIO C
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€BPOIEHCKUMH CTPpaHaMH, KOTOpPbIE pa3BuBaroTCs. OHAKO, BIUSHUE PUCKATHHON MOJUTHKU
Ha DKOHOMUYECKYI0 aKTUBHOCTb MOXET OBITh OCJIa0JI€HO BBICOKOW CTEMEHbIO OTKPHITOCTH
YKpauHbl K TOProBii€, MEHEE pPa3BUTHIX (DMHAHCOBBIX PBIHKAX, BBICOKUM CYBEPEHHBIM
pUCKOM, ¥ PaCTYIIUA TOCYJAApCTBEHHBIA MONT. OMIHUpPUYECKass OIeHKa (UHAHCOBBIX
MYJIbTUIUIMKATOPOB Il YKpauWHbl OCHOBBIBA€TCSI HA OIEHKE MOJIETU CTPYKTYpPHOM
BekTOpHOU aBroperpeccun (SVAR). Dunorennsie ¢puckanbHoit noautuku u BBIT pemaercs
MyTeM MNpPUMEHEHHUS KBapTalbHbIX NaHHBIX 3a mepuoa ¢ 2001 roma Q1 mo 2013: Q4 nmns
HaJIOTOBBIX JOXO0B, F'OCYIapCTBEHHBIX pacxo10oB 1 BBII.

BxiroueHre SK30TeHHBIX MEPEMEHHBIX KOHTPOJIMPYET M3MEHEHHs BXOJa U BBIXOJA,
CBSI3aHHBIC C U3MEHEHUSMH B SKOHOMUYECKOW OTKPBITOCTH, IEHEKHO-KPEAUTHOU MOJIUTHUKH,
a Takke JIOJTOBOr0 OpeMeHH, a HEe W3MCHEHHs B (HCKAIbHOW MOJIHUTHKE (IOXOI0B WK
pacxomoB). Kak pesynbrar, pacmupeHHas creru(uKamys MO3BOJISET MOBBICUTh TOYHOCTh
JIOXOJIOB OIIEHKH MYJBTUILUIUKATOPa pacxoaoB. OHAKO, MBI TAKXKE MTPOBEPSIEM yCTOHYHBOCTh
PE3yIBTATOB, HCIIONB3YSI CIICU(DUKAIMIO, KOTOPAst UCKITIOYACT SK30TCHHBIC TIEPEMCHHBIC.

Knrouesvie cnosa. puckanuzaiysi, MyJbTUIUIUKATOPBI, SKOHOMHKA, KaluTal, JIOJT,
VYkpauna.

Y. Aleskerova, V. Todosiychuk
FISCAL MULTIPLIERSIN UKRAINE

Fiscal policy plays an important stabilizing role in the Ukrainian economy. Today,
even after the recent float of the Ukrainian hryvnia, fiscal policy remains key to economic
stabilization. Faced with renewed crisis, durable fiscal adjustment is critical to restoring
economic confidence amid heightened uncertainties and geopolitical risks. Applying a
structural vector auto regression, the empirical results show that Ukraine's near term fiscal
multipliers are well below one. Specifically, the impact revenueand spending multipliers are -
0.3 and 0.4, respectively. This suggests that if a combination of revenue and spending
consolidation measures were pursued, the near-term marginal impact on growth would be
modest.

In Ukraine, low exchange rate flexibility observed until recently implies that tax and
public spending policies may have a significant effect on growth. Public spending and
revenues are larger than in most Emerging European economies. However, the impact of
fiscal policy on economic activity could be weakened by Ukraine's high degree of trade
openness, less developed financial markets, high sovereign risk, and growing public debt.
Thisisthefirst study to estimate fiscal multipliers for Ukraine.

The empirical evaluation of fiscal multipliers for Ukraine is based on the estimation of
a structural vector autoregression (SVAR) model. The endogeneity of fiscal policy and GDP
is addressed by applying quarterly data, as inBlanchard and Perotti (2002), over the period
2001:Q1 to 2013:Q4 for tax revenues, government spending, and GDP.

The assumption is that fiscal variables impact GDP contemporaneously but GDP
impacts fiscal policy decisions with alag.

Inclusion of these exogenous variables controls for changes inoutput related to
changes in economic openness, monetary policy, and debt overhang, rather than changes in
fiscal policy (revenue or expenditure shocks).As a result, the expanded specification helps
increase the precision of revenue and expenditure multiplier estimates (llzetzki et al., 2010).
Nevertheless, we aso check the robustness of results using a specification that excludes the
exogenous variables.

Keywords: fiscal, multipliers, economy, capital, debt, Ukraine.

Problem definition and its relationship with important scientific and practical
tasks. Fiscal policy plays an important stabilizing role in the Ukrainian economy. Since the
2008-09 global crisis, which hit Ukraine particularly hard, the government relied on fiscal
stimulus to support recovery. In reality, it was the main lever for macroeconomic management
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given an effectively pegged exchange rate regime. Today, even after the recent float of the
Ukrainian hryvnia, fiscal policy remains key to economic stabilization. Faced with renewed
crisis, durable fiscal adjustment is critical to restoring economic confidence amid heightened
uncertainties and geopolitical risks.

In this context, the effectiveness of fiscal policy instruments and their pace of
implementation have been under debate. Over the past five years, the government relied on
real public wage and pension hikes to stimulate economic activity, sometimes at the expense
of public infrastructure spending. Many argue that this choice of fiscal instruments
undermined private sector growth and contributed to the economy falling back into recession
in mid-2012. Currently, the severe crisis, its toll on tax revenues, and financing constraints,
necessitate fiscal consolidation. But the chalenge is to minimize its negative impact on
growth. Will tax hikes or spending cuts harm growth more? Does capital or current spending
have a stronger impact on economic activity? Despite their operational importance for
policymakers, little work has been done to compare the economic impact of Ukraine’s public
policy choices across tax measures and government spending, as well as lags in fiscal policy
transmission. Its quantification isfrequently referred to as the fiscal multiplier — the change in
output, relative to baseline, following an exogenous change in the fiscal deficit that stems
from a change in revenue or spending policies.

This is the first study to estimate fiscal multipliers for Ukraine. Applying a structural
vector auto regression, the empirical results show that Ukraine’s near term fiscal multipliers
are well below one. Specifically, the impact revenueand spending multipliers are -0.3 and 0.4,
respectively. This suggests that if a combination of revenue and spending consolidation
measures were pursued, the near-term marginal impact on growth would be modest.

Over the medium-term, the revenue multiplier becomes insignificant, rendering it
impossible to draw any conclusions on its strength. The spending multiplier strengthens to 1.4,
with about the same impact from capital and current spending. However, the impact of the
capital multiplier lasts longer. Against this backdrop, the adverse impact of fiscal consolidation
on medium-term growth could be minimized by cutting current spending while raising that on
capital.

Section |1 provides some background on fiscal multipliers. The methodology and data
are discussed in Sections I11 and 1V. Estimation results in Section V follow and section VI
concludes. Given the severe challenges facing the Ukrainian economy, it is important that
policymakers apply these results in conjunction with broader considerations —including public
debt sustainability, investor confidence, credibility of government policies, public spending
efficiency. These considerations combined with the large size of current spending in the
budget, may necessitate larger near- and long-term current spending cuts than what multiplier
estimates suggest.

Analysis of recent research and publications. Current problems regardingensuring
the implementation of fiscal policy, widely reflected in scientific works of famous scientists,
economists, financiers Marahovska T.M.[2], Auerbach, A. [1], Gorodnichenko, Y.[1],
l1zetski, E.[13], Ponomarenko A. [19], Vlasov S.[19], Simovi¢, H.[20] and others.

Paying tribute to these scientific developments should be noted that some of the
formation and implementation of current fiscal Ukraine remain relevant and require
continuation of theoretical studies supplement their analysis of the practical aspects of the
national economy as fiscal instruments is a key factor in addressing obtained in lower
revenues state budgets and their uneven distribution.

Formulation purposes of Article. The article is a comprehensive research of theoretical
and practical aspects of the formation and implementation of current fiscal multipliers
UkraineToday difficult situation prevailing in the budgets of local taxes and fees, which are the
main source of income. According to the Budget Code of Ukraine clearly defined list of revenues
to local budgets, which allowed loca authorities to develop long-term plans for fiscal and tax
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policies, define the strategic objectives of socio-economic development, improve the level of
population.

The main material articles justification of scientific results. Fiscal consolidation
measures are considered to have a large impact on growth when the spending multiplier or the
revenue multiplier (in absolute value) exceeds one. A spending multiplier greater than one
indicates that public spending cuts harm economic activity and produce a reduction in output
larger than the initial drop in public spending. Similarly, a revenue multiplier less than -1
implies that raising one unit of taxes causes a decline in economic activity of more than one
unit. A spending multiplier less than one, or even negative, reflects a reversal of the initial
decline in aggregate demand due to confidence effects, the crowding-in of productive private
sector activities, and reduced leakage through imports.

Distortions in private investment in centives, households anticipation of future tax
declines (or spending increases), or changes in inflation and imports caused by a change in tax
policy could result in revenue multipliers that are larger than -1 and even positive in some
cases.

Most of the literature focuses on advanced economies with very few studies on
emerging economies. Baunsgaard and others (2014) provide a comprehensive literature
review on fiscal multipliers in advanced economies based on 37 studies including both model -
based and vector autoregressive (VAR) approaches. They show spending multipliers ranging
between 0 and 2 and revenue multipliers between -1.5 to 1.4 during the first year after fiscal
measures have been taken. Both spending and revenue multipliers are generally found to be
lower in emerging economies [12]. Thisis likely due to their |ess developed financial markets
and higher sovereign risk premiaresulting in a stronger effect of fiscal policy on interest rates,
which partly offsets the impact of the initial fiscal measures.

Despite an extensive literature, there is still no consensus regarding the size of fiscal
multipliers. They tend to be smaller in more open economies and countries with larger
automatic stabilizers, but vary widely across countries. Spilimbergo etal. (2009) find that
inadvanced economies government consumption spending multipliers are larger than revenue
multipliers, and in the long-term, smaller than capital spending multipliers. In contrast,
emerging economies revenue multipliers seem to be larger than spending multipliers [12.13].
The low spending multiplier could reflect concerns that, once implemented, spending
measures (especially expansionary ones) are difficult to reverse. In some studies, it may also
be due to the estimation of only one spending multiplier, instead of separately estimating the
government consumption spending multiplier — which could be negative — and the
government capital spending multiplier. Recently, several studies havealso found that
multipliers are significantly larger when the economy isin recession thanin expansion [1].

In Ukraine, low exchange rate flexibility observed until recently implies that tax and
public spending policies may have a significant effect on growth. Public spending and
revenues are larger than in most Emerging European economies. However, the impact of
fiscal policy on economic activity could be weakened by Ukraine's high degree of trade
openness, less developed financial markets, high sovereign risk, and growing public debt.

Currently, public debt is projected to approach amost 70 percent by end-2014 and
decline only gradually from 2016. But these projections are subjectto considerable upside
risks (IMF 2014). More broadly, fiscal multipliers are one of many tools policymakers should
use to guide their decisions. Given the severe challenges facing the Ukrainian economy —
including public debt sustainability, low investor confidence, and subsequent limited
availability of financing — it may be necessary for policymakers to undertake stark
consolidation efforts across both revenues and expenditures, despite the adverse consequences
for growth. For example, the rapid erosion of potential output may necessitatelarge increases
in capital spending, which cannot be financed by revenue policies alone. If fiscal consolidation
is to take place insuch an environment, cuts in current spending may be warranted regardless
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ofthe size of its multiplier — especially where current spending is a sizeable portion of the
budget. [7]

Ukraine's impressive fiscal consolidation in 2015 will prove unsustainable in the
coming years. The budget deficit narrowed to 1.4% of GDP in 2015, significantly lower than
the original target of 3.7%, due to a combination of above forecast revenue growth and IMF-
mandated expenditure restraint. Higher than forecasted inflation and a one-year import
surcharge sharply increased government receipts (43.0% y-0-y), while lower global gas prices
and higher tariffs reduced government spending on energy subsides. However, this deficit
consolidation will not be sustainable in 2016, as various new measures including a cut to the
employer's social contribution tax (from 44.60% to 22.0%) and suspension of the import
surcharges will reinforce fiscal pressures. Accordingly, we expect the government's budget
deficit to widen to -3.6% in 2016 and -3.0% in 2017. [3]

Notwithstanding this budgetary slippage , we believe that IMF support and recent
reform efforts will make the country's public finances more sustainable in the long term . The
decisive factor in this regard is the resurgent reform momentum under the new Groysman
government. Asitsfirst official act, the government passed household gas price reform which
had been stalled under the previous government. This reform will equate household gas prices
with the import price of gas by 2017, and hence cut back on government energy price
subsidies (10% of GDP in 2015). Additionally, we expect the government to introduce a three
tier pension scheme by the end of 2016, which will be crucia for the long-term sustainability
of Ukrainian finances as state pension expenditure currently accounts for 13.4% of GDP.

The empirical evaluation of fiscal multipliers for Ukraine is based on the estimation of
a structural vector autoregression (SVAR) model. The endogeneity of fiscal policy and GDP
is addressed by applying quarterly data, as inBlanchard and Perotti (2002), over the period
2001:Q1 to 2013:Q4 for tax revenues, government spending, and GDP.

The assumption is that fiscal variables impact GDP contemporaneously but GDP
impacts fiscal policy decisionswith alag.

Similar to Blanchard and Perotti (2002), the endogenous variables (government
spending, government revenue, and GDP) are assumed to havea deterministic trend and are
cointegrated. We use both aggregate fiscal variables and their components (current versus
capital spending, and direct versus indirect taxes). The unrestricted VAR is estimated using
the logarithm of variables detrended from their linear and quadratic trends. We also include
quarterly seasonal dummies as part of the exogenous variables, Z.

Following previous studies on emerging markets, other exogenous variables include:

*Current account balance-to-GDP ratio. This variable captures net international trade
interactions of the economy. An improved (worsened) current account deficit driven by a
lower (higher) propensity to import tends to increase (reduce) fiscal multipliers, because the
demand leakage though imports are less (more) pronounced [13].

* Money supply (real M2). This variable captures the monetary policy stance.
Expansionary monetary policy (increase in money supply) can cushion the impact of fiscal
contraction on demand. In periods when the se of monetary policy is impaired by exchange
rate stabilization objectives, fiscal multipliers can potentially be larger (WEO, 2010).

*General government debt-to-GDP ratio. This variable captures the credibility of
fiscal consolidation. Fiscal multipliers tend to be lower in periods of high debt, as fiscal
consolidation is likely to have positive redibility and confidence effects on private demand
and the interest rate risk premium[13]. Nickel and Tudyka (2014) also show that prevailing
confidence and public indebtedness are important underlying factors affecting the multiplier.

Inclusion of these exogenous variables controls for changes inoutput related to
changes in economic openness, monetary policy, and debt overhang, rather than changes in
fiscal policy (revenue or expenditure shocks).As a result, the expanded specification helps
increase the precision of revenue and expenditure multiplier estimates (llzetzki et al., 2010).
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Nevertheless, we aso check the robustness of results using a specification that excludes the
exogenous variables.

The findings of this study. In Ukraine, fiscal policy is an important instrument for
acroeconomic stabilization. In the midst of the current severe crisis, durable fiscal adjustment
can help restore economic confidence and rebuild buffers. But its impact on growth is
frequently debated. In particular, how effective are revenue versus spending instruments?
Does current or capital spending have a larger impact? A solid grasp of the effect of various
government policies on the Ukrainian economy will contribute towards the resolution of these
questions and help shape fiscal policy going forward [2,3].

The analysisin this paper finds that fiscal consolidation pursued through a combination
of revenue and spending measures would have a modest near-term impact on growth.
Meanwhile, over the medium-term, adverse effects on growth from cuts in current spending
could usefully be offset by higher spending on well-targeted growth promoting public capital,
such as infrastructure. The effectiveness of such policies,of course, relies on a variety of other
factors such as the quality, and efficiencyof public investment spending.

These conclusions reflect estimations based on a SYAR model, where Ukraine's near
term fiscal multipliers are well below one. The impact revenue and spending multipliers are -
0.3 and 0.4, respectively. Over the medium-term, the revenue multiplier becomes insignificant
with a wide confidence interval, ranging from above 1 to below -4. This makes it difficult to
predict whether revenue measures will have a small or large impact on growth. As such it is
not possible to draw any conclusions on the medium-term impact of revenue measures. The
spending multiplier, however, strengthens to above 1. The effect of capital and current
spending multipliers are about equal, although changes in capital spending have a longer
lasting impact.

Prospects for further research.Given the severe challenges facing the Ukrainian
economy, it is important that policymakers apply these results in conjunction with broader
considerations. Some key ones include the need to maintain public debt sustainability,
improve investor confidence, and enhance credibility of government policies. These
considerations, combined with the large size of current spending in the budget, may
necessitate greater reliance on current spending cuts over other types of consolidation
measures even though multiplier estimates suggest a more diverse combination of measures.
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