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Reform of local government and administrative-territorial structure of Ukraine on the
basis of strengthening local governments, deepening the decentralization of power, using the
model of interaction in the relationship of central and local governments is required and
necessary for its development. However, this reform cannot be formal, unreasonable,
unbalanced, and the one that masks impropriety and archaisms of existing territorial
administration model. Its implementation requires a joint coordinated political will of the
country's top leadership with taking into account the interests of territorial units of different
hierarchical levels. In discussions about the administrative-territorial reform too much
attention is given to bureaucracies, and modeling the organizational structure of government.
But for ordinary people, after all, it matters less whether it is local governments or state
authorities to provide them with all the necessary services. A person to whom the authorities
have to provide quality services should be in the center of the reform. It is therefore necessary
to begin with the establishment of social standards of living that are to be guaranteed by the
authorities. These parameters should be backed up by sources of material and financial
support.
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Tab. 1., lit. 10.

Monacrupcebkni I'.JI.

IHTET'PAIIA TEPUTOPIAJIBHUX I'POMA/I HACEJIEHUX
MYHKTIB SIK MEXAHI3M AKTUBI3ALII MYHIIIMITIAJIBHOI'O
EKOHOMIYHOI'O PO3BUTKY

[TpoBenenHss pedopMu  MICLEBOTO  CaMOBpPSIIyBaHHA Ta  aaMiHICTpaTUBHO-
TEPUTOPIATILHOTO YCTPOI0 YKpalHUW Ha 3acajax 3MIIHEHHS MiICIIEBOTO CaMOBPSITYBaHHS,
norMONIeHHsT JIeleHTpallizalii Biaad, BUKOPHCTAaHHS MOJEIl B3aeMOJIl y BiJHOCHHaX
[EHTPAIBHOI Ta MICIIEBO1 BJIaJu € 000B’I3KOBUM Ta HEOOXIIHUM ISl 3a0€31eUeHHS PO3BUTKY
kpaiHu. OJHak, Take peQopMyBaHHS He Moxe OyTu (opMaribHUM, HEOOIPYHTOBAHUM,
HEBUBAXEHUM, MAaCKYIOUM HEJIOPEYHOCTI Ta apxai3MH ICHYIOUOI MOJENl TEePUTOPIaIbHOIO
ynpasiiHHsA. s Horo peanmizanii moTpiOHa CHijibHA Y3TroJDKEHA IMOJIITHYHA BOJIS BHILOTO
KEepIBHULTBA KpaiHM 3 YypaxXyBaHHSM IHTEPECIB TEPUTOPIAJIbHUX YTBOPEHb PI3HOTO
1epapXiqHOTOo piBHA. B MHCKYCIAX 111010 aAMIHICTPaTUBHO-TEPUTOPIabHOI pedopmu 3a0araTo
yBaru BIJBOJUTHCSA OIOPOKPATUYHOMY amapary, MOJEIIOBAHHIO OpraHi3aliiiHOi CTPYKTypH
Biagu. [Ipore mepeciuHOMYy rpoMajisHUHY, BPEUITi-pelT, Oaiiiyke XTO oMy HajaBaTHMe
MOCTYTH — OpTaHW MICIIEBOTO CaMOBpSAYBaHHS YH OpPTaHU Jep)KaBHOI Biamu. B meHTpi
pedopMu MOBHHHA CTOSATH JIIOJMHA, SKIH OpraHd BiaJu MOBHMHHI HaJaTH SKICHI MOCIYTH.
Tomy HEOOX1THO TMOYMHATH 13 PO3POOJICHHS COIIATBLHUX CTAHJAPTIB JKUTTS HACEICHHS, IO
rapaHTyBaTUMyTbcs Bnajgotro. Lli  mapamerpu HeOOXiAHO MIAKPINUTU  JpPKEpeIaMu
MaTtepiaabHOTO Ta (PiHAHCOBOTO 3a0€3TMECUCHHS.

Knwuosi cnoea: teputopiaibHa TpOMasa, aJMIHICTPATUBHO-TEPUTOPIAIBHUNA YCTPIid,
aJMIHICTpaTUBHO-TEPUTOpiaibHa pedopMa, MYHINUNAIbHUNA EKOHOMIYHUHA  PO3BUTOK,
MiCIIeBE CaMOBPSITyBaHHS.
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Momnactoipekuii I'.JI.

HUHTEI'PAIMA TEPPUTOPUAJIBHBIX COOBIIECTB
HACEJ EHHBIX IYHKTOB KAK MEXAHU3M AKTUBU3ALIUHN
MYHHUIIUITAJIBHOI'O 9dKOHOMHNYECKOI'O PASBUTUA

[IpoBenenue pedopMbl  MECTHOTO  CaMOYIpaBICHUS W aJMUHUCTPATHUBHO-
TEPPUTOPUATBHOTO  YCTPOMCTBa YKpauHbl Ha NOPUHIMIAX  YKPEIUIEHUS MECTHOTO
CaMOyNpaBlieHUs, YyIIIyOJieHUus JClEeHTpPAIU3alli  BJIACTH, HCIOJIb30BAaHUS  MOJIEIH
B3aMIMO/ICHCTBUS B OTHONICHUSX [IEHTPAIHLHOM U MECTHOM BJIACTHU SIBISICTCS 00S3aTEIBHBIM U
HEOOXOIUMBIM JI1 oOecredeHus pa3BUTHS cTpaHbl. OnHAKO, Takoe pedopMUpPOBaHHE HE
MOXeT ObITh (hOpPMAaTbHBIM, HCOOOCHOBAaHHBIM, HEB3BEIIICHHBIM, MACKUPYs HEYMECTHOCTh U
apxau3Mbl CYLIECTBYIOIIEH MOJENU TEePPUTOpUATIbHOrO ympasieHus. Jjig ero peanuzanuu
HYXXHa 00IIasi corjacoBaHa IOJIMTHUYECKAasi BOJS BBICHIETO PYKOBOJCTBA CTPAHBI C Y4ETOM
MHTEPECOB TEPPUTOPHATILHBIX 00pa30BaHUil pa3HOr0 UEPAPXUUECKOT0 YpoBHs. B nuckyccusx
OTHOCHUTEIILHO aIMUHUACTPATUBHO-TCPPUTOPHAIBLHON peOpMBI MHOTO BHUMAHUSI OTBOJUTCS
OIOpPOKpaTHYECKOMY ammapaTy, MOAEIUPOBAHUIO OPTraHU3ALMOHHOW CTPYKTYPHl BIIACTH.
OnmHako psAOOBOMY TpakIaHWHY, B KOHIIE KOHIIOB, O€3pa3iMyHO KTO eMmy Oyxaer
MPEIOCTABIIATH YCIYTH — OPTaHbl MECTHOT'O CAaMOYIPABIEHUS WIIM OpraHbl TOCYIapCTBEHHON
BiacTh. B neHTpe pedopMbl 0OJKEH CTOATh YEJIOBEK, KOTOPOMY OPraHbl BJIACTH JOJKHBI
MPEIOCTaBUTh KaueCTBEHHbIE yciayru. [losTomy HeoOXoIuMo HauMHATH U3 pa3pabaThIBaHU
COLIMAJIbHBIX CTAaHAAPTOB XKU3HU HACEJEHHUS, FapaHTUPYEMbIX BIJIACTHIO. OTH IapameTphl
HE00XO0IMMO MOAKPENUTh UCTOYHUKAMU MaTepUaTbHOTO U (PUHAHCOBOTO OOECIICUEHUSI.

Knrouesuvie cnoea:. TEPPUTOPUATIBHOE COO0O1IECTBO, aMUHUCTPATUBHO-
TEPPUTOPUATIBHOE YCTpPOMCTBO, a/IMMHHUCTPATUBHO-TEPPUTOPHAIIbHAS pedopma,
MYHHIIMIIAIbHOE SKOHOMUYECKOE Pa3BUTHE, MECTHOE CAMOYIIPaBIICHHE.

One of the ways of ensuring sustainability of baseline territorial communities is to
improve the socio-economic situation and create conditions to enhance dynamic development
of municipalities is administrative-territorial reform, which aims to solve the problem of
creating legal, economic and organizational conditions for the effective implementation of the
functions of local governments.

The issues of reforming administrative and territorial structure and local government are
inextricably linked. The effectiveness of a solution to the one will certainly affect the
efficiency of solving another. The experience of European countries, the reform of
administrative and territorial structure and local government cannot be diluted over time.
Administrative-territorial reform is first and foremost associated with the process of
decentralization, which is the essence of local government reform in Europe.

After the adoption of Constitution of Ukraine and the Law of Ukraine "On Local
Government" the process of finding a new management model of regional development and
territorial communities baseline began in Ukraine. The subjects of this process are public
authorities, local governments, non-governmental organizations (foundations, associations),
scientists, international organizations and political parties. Among the key documents that
illustrate this process the following are worth mentioning: 1) the Concept of administrative
reform in Ukraine (1998); 2) Concept of State Regional Policy (2001); 3) State strategy of
regional development, 2004-2010 (2003); 4) "Reform for a human" (2005); 5) Concept
(conceptual foundations) of reform of administrative and territorial structure of Ukraine by
Ukrainian Association of Local and Regional Authorities) (2005); 6) concept of
decentralization of public administration and local government development by Association
of Cities and Communities of Ukraine (2005); 7) The draft law "On Amendments to the
Constitution of Ukraine™ on the improved organization of public authorities (the next stage of
constitutional reform) (2007); 8) The draft reform of the Ministry of Regional Development



ExoHOMiKka i opranizaris ynpasiainas oM 2 (22) 2016 163 I

and Construction of Ukraine (2008-2009); 9) The draft Constitution of Ukraine (2009); 10)
"Modernization of Ukraine - our strategic choice" President’s letter to the Supreme Council of
Ukraine (2011); 11) Concept of reforming local government and territorial organization of
power in Ukraine (2014); 12) Law of Ukraine "On Consolidation of Territorial Communities™
(2015); 14) changes to the Constitution of Ukraine (concerning the decentralization of state
power) (2016). The common features of the considered approaches are: focus on
strengthening local governments; deepening the decentralization of power; using of the
interaction model in the relationship of central and local authorities. The main shortcomings
refer to the following: the lack of integrative complexity; somewhat declarative nature;
underestimated and lacking proper attention economic component; excessive emphasis on
reforming the administrative apparatus; consideration of regional consolidation as a kind of
panacea; not taking into account potential functional associations of local communities; risk
of delegating maximum power to under-institutionalized local government; lack of
application of crisis management technology; avoiding and detouring issues of forming public
municipal policy.

Reform of local government and administrative-territorial structure of Ukraine on the
basis of strengthening local governments, deepening the decentralization of power, using the
model of interaction in the relationship of central and local governments is required and
necessary for its development. However, this reform cannot be formal, unreasonable,
unbalanced, and the one that masks impropriety and archaisms of existing territorial
administration model. Its implementation requires a joint coordinated political will of the
country's top leadership with taking into account the interests of territorial units of different
hierarchical levels.

In discussions about the administrative-territorial reform too much attention is given to
bureaucracies, and modeling the organizational structure of government. But for ordinary
people, after all, it matters less whether it is local governments or state authorities to provide
them with all the necessary services. A person to whom the authorities have to provide quality
services should be in the center of the reform. It is therefore necessary to begin with the
establishment of social standards of living that are to be guaranteed by the authorities. These
parameters should be backed up by sources of material and financial support.

Something wrong, in our opinion, is the desire to hold the administrative-territorial
reform instantly. Today, priority should be given to focusing on reforming the primary level
of local government, which is directly close to the individual. Reform of the areas and regions
should therefore be the matter of future. In addition, the artificial transformation of regional
and district state administrations apparatus into local governments’ executive bodies does not
solve the problem. Today we must talk about the radical transformation of the functions of the
executive bodies in accordance with the requirements of the time.

In the process of administrative-territorial reform it is advisable to take into account
possible scenarios of the consequences. It is inappropriate to process only the optimistic
scenario, because administrative and territorial reforms are often associated with huge
political, social and economic risks. In this case, the central government should introduce a
mechanism of risk management and crisis management, after weighing all the "pros" and
""cons".

It should be noted that a full-fledged community by the criteria of size and population
should not be an end in itself for the administrative-territorial reform, since the presence of
these characteristics are not guarantees of economic and social development of primary level
local communities. The effectiveness of measures aimed at consolidation of primary territorial
subdivisions, is possible only if in the management of their integrated development there used
an approach, which is based on the principles of municipal management, successfully applied
in the European Union.
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In the process of administrative-territorial reform one should consider recipes, tried and
tested by international experience and adapted to our realities. In Poland this process was
characterized by its gradual nature and programmability of central government’s
transformational steps. In 1990 the self-governments was modified their primary level, which
was called ‘gmina’ (Pol. Commune). This level is a regional entity and the community of
people who live in a particular area and are able to solve their local problems. ‘Gmina’ is an
integrated local community, bringing together communities of villages, towns and cities, and
meeting European Primary Level Self-Government Standards, and is formed by a territorial
community of several villages. According to the different variants of settlement association of
communities in Poland there were formed rural, rural-urban and urban communes. During
1990-1998 there was a process of forming legal basis for the functioning of the communes,
including adoption of their statutes "On government communes"” and "On communes’ income
and principles of their financing.” Advances in the formation of a legal, financially and
economically viable territorial communities, ‘gminas’, allowed Poland in 1999 to undertake a
comprehensive administrative reform that allowed to introduce a three-tier system of local
government to form territorial entities of regional type, which correspond to the concept of
"region™ in the European Union, clearly delineate the powers of the local government level,
to reduce the role of government in the management of territories only to perform supervisory
functions. This reform was preceded by the adoption in 1998 of a number of regulations on
the functioning of local government at every level, in contrast to Ukraine, where basic law
"On local government in Ukraine™ defines the powers of local government entities. Together
with the administrative reform Poland has changed the principles of providing education,
health services and social security. Analysis of administrative reforms in Poland shows that it
is far ahead of Ukraine in the process of establishing full-fledged local self-governments and
has adapted its settings to meet the European standards. However, it should be noted that
some problematic situations were traced in the process of administrative reform in Poland.
The cities that had ‘gmina’ system and, starting in 1999, received county rights, duplicated
their self-governing bodies: on the one hand there was a mayor of the city-commune,
commune council, commune administration, whereas on the other - the relevant county
authorities (county town mayor, the county council, district administration). After analysis of
the problem, it was determined that its solution will combine self-governing bodies of city-
county and commune-city. This process is to be followed by the unification of their functions.

The formation of a modern model of local government in Sweden was done by municipal
reforms that were carried out in four phases and lasted more than 130 years since 1862.
Following processes occurred gradually in the course of these reforms: forming a commune as
an original self-governing unit; formation of secondary communities (landstings), endowed
with a wide range of powers; consolidation of communities to form a full-fledged subject of
local government, which has sufficient financial and economic resources; strengthening the
financial base of the communities. In the process of municipal reform of 1862 - 1992,
designed to create a viable model of local government, Sweden faced similar problems that
arose in the last decade in Ukraine, with one important feature: Ukraine cannot afford to wait
for 130 years to implement its reforms.

As in Poland, political, economic and functional transformation of basic levels of
government in the 1990s became a central issue to the development of Hungary, where the
amount of sub-national level features was significantly reduced. The condition for Hungary to
join the EU (as well as for other countries of the former Soviet bloc), and therefore get an
access to EU structural funds was a need to form large regions (NUTS 2standard), for which it
could be possible to develop the concept of regional development, as well as projects for its
implementation. Since the EU has no external obstacles for structural modifications of
Hungarian government, then even minor changes in contemporary Hungarian public
administration system can form regional organizational structures that will not go beyond the
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EU regional policy. National Regional Development Concept of Hungary included seven
theoretical statistical regions, which in 2005 acquired the status of administrative units. The
focus in determining regions was given to: the history of regional cooperation and the
possibility of regional cohesion; proportional ratio of the territorial division of the country;
relatively homogeneous features of regions concerning the main regional policy objectives;
allowable internal division of the regions; existing or desired political similarities of the units
of the same region, and the presence of international orientation, which will be crucial in the
long term; costs associated with its creation and functioning. The law defined range of tasks
for areas: general economic security; participation in international regional cooperation;
development of the infrastructure and the environment; activities to share know-how and
technologies, and professional assistance with planning at a lower level. In 2005 the
reorganization of the administrative-territorial division of the country was finalized with the
creation of a region as a new unit. The fastest possible transition to the regional administrative
divisions was stimulated by the fact that any assistance provided by the Foundation for the
structural development of the EU is bound to these consolidated units.

In December 1997, Constitutional Act of the Czech Republic on the establishment of 14
higher territorial units of self-government (HTUS) was adopted. These regions are the basis
for regional policy of the Czech Republic after its joining the EU (NUTS 2 and NUTS 3
territorial units are defined within the EU for statistical analysis). It is assumed that as a result
of introduction of NUTS 3 standard 25 HTUS will be set, whereas NUTS 2 standard will lead
to creation of 6-8 such units. Today the Czech Republic has a three-tier hierarchical system of
territorial division with two levels of self-government: central public administration
(government and ministries) and parliament (Chamber of Deputies, the Senate); district
administration; local government and municipal council representatives. The government
provides the control and supervision of district administrations and coordinates the activities
of the state government institutions in the spheres that relate to district administrations
activities. The main activities of district administrations include: implementation of state
governing the issues that are caused by certain laws; supervision of municipal management on
the basis of special regulations (at the request of the municipality); control over the decisions
of municipal authorities and the bodies established in the administrative procedures, except
some cases stipulated by law; checking the municipal authorities, which are delegated the
right to execute public administration. The Czech Republic practices a mixed system of local
government, which means that a local element in the link of local governments
simultaneously performs the functions of state government. Municipality in the Czech
Republic has always been considered as essential to the government, which in turn is part of
the higher territorial structures with more or less limited government. Municipalities perform
the role of government at the local level on the basis of delegated powers (still quite limited).
To a greater extent state governance is implemented at the level of district administrations.
Each municipality is a legal entity, and has its own property and finances, as well as
independently disposes of the property in accordance with the principles of self-government
and, in part, to its own powers delegated by the state administration, as defined by law.
Municipalities exercise their functions independently and are responsible only to the law.
Possible state intervention in self-government sphere is limited and defined by the law. The
municipalities ensure the implementation of their interests either independently (within the
independent sphere of government) or perform public administration to the extent determined
by special legislative acts (delegated powers). Areas of independent activities of
municipalities, which they carry in certain territorial limits, are economic development, social
welfare and cultural activities, protection of environment and activities covered by special
legislation to other bodies within the state administration system. Regional policy in the
Czech Republic is done at the general and regional levels. At the national level it is provided
by state administration. This policy is of selective nature and aimed at pre-defined regions in
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accordance with the basic principles of regional policy. At the regional level it is provided by
the regional governments (HTUS) and is aimed at intra-regional issues (in close relationship
with the settlements, micro regions and districts). The major principles of regional policy of
the Czech Republic are: the principle of concentration, which recognizes the need to focus all
efforts and means to support those regions, whose economic output and living standards for a
long time were lower than that of other regions; the principle of partnership, which indicates
the need for cooperation of relevant government bodies, government agencies and others at
"horizontal" level (e.g. between the villages and regions) as well as the "vertical" level (e.g.
individual ministries with regions and municipalities); principle of programmability, which
requires a targeted approach to address the issues related to ensuring the development of
individual regions, including coordination of programs of the various entities interested in the
development of the area; the principle of subsidiarity, which is characterized by the fact that
the government does not release all the means (resources), and that the means of state is an
additional source of funding to support activities and initiatives of individual regions.

Lithuania in the field of regional policy and structural changes in preparation for joining
the EU launched programming, together with the application of the principles of quality
management of funds allocated from the Structural Aid Funds and the Alignment Fund, and
order of these principles. In addition, the Government of Lithuania, in cooperation with the
statistical service of the European Union worked preliminary NUTS (nomenclature of
statistical territorial units) level that meets government structure of Lithuania. In particular,
Lithuania offers the following levels of responsibility: NUTS I level — Lithuania; NUTS 1l
level — the region; NUTS 11 level — county; NUTS IV level — self-government; NUTS V level
— ‘syanyuniya’. The Government of Lithuania in its ongoing work has identified the following
tasks in the field of regional policy: to identify the main territorial derivatives of the country,
or the areas of strategic planning of territorial development, according to which a state policy
of regional development should be implemented; ensure coordination of the regional
government and regional policy; develop and concentrate state support to problem regions not
only by supporting relevant business preferential loans or guarantees for loans, exemption
from taxes, grants or other funding, but also funding for infrastructure and social projects;
involve National Regional Development Council, local government institutions and social
partners in the formation of regional policy and creating a plan for regional development; use
clear, high-quality and clearly limited criteria for isolating problematic target regions, given
the EU criteria under which international and regional government support is provided;
comprehensively assess the regional units, abilities and interests, programs and projects of
entrepreneurship in self-governing territories and regions; establish regional development
funds to help organize the preparation of a variety of complex programs, projects and
activities for backward areas with many problems, and to prepare plans for specialized
development and territorial management and support regional development programs
undertaken jointly by Lithuania and the EU.

In Latvia, the only legislative act that governs the reform of administrative and territorial
structure of the country is the Law on administrative-territorial reform (1998). This law
governs the gradual implementation of administrative and territorial reform of local
government, the formation of regional government administrative units, coordination of
administrative and territorial reform and timing of specific measures for each of the areas. In
September 2001, the Latvian government submitted to Parliament a draft law which provides
for reforming the existing 26 districts in 5 new creations. Four of these regions are historical
lands of Latvia and Riga city has the right for a region. The new model of administrative-
territorial system provides savings funds since the number of municipalities is being reduced
and the empowerment of regional authorities increases.

Thus, taking into account international experience, and, respectively, reform of
administrative and territorial structure, the reform of local government in Ukraine should
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focus on the following tasks: legal definition of the term and principles of administrative-
territorial structure of Ukraine, legal status and administrative levels units, the order of
solving their territorial organization by state authorities and local governments; establish
criteria for creation of administrative units; simplification of administrative-territorial
structure; optimization of administrative units classification; a clear definition of the
boundaries of administrative units; decentralization of authority, determining a clear pattern
of distribution of powers between the authorities at territorial level; improving fiscal relations
and tax system, the development of more rational finance redistribution mechanisms; support
depressed areas, etc., and thus the formation of territorial communities capable of performing
organizational, financial and material functions, both their own and those delegated by the
government; create conditions for the improvement of living standards; provision of space-
time availability for all citizens (regardless of their place of residence) of resources necessary
for human development, including the full range of social and cultural institutions to provide
various services (education, culture, health care, trade, etc.); observance of state-guaranteed
social standards for all its citizens regardless of place of residence; efficient use of natural,
economic, labor, academic and other potential areas.

Administrative-territorial reform is surgery to the state body that objectively determines
the importance of a balanced and scientifically grounded approach to its implementation.
During the administrative-territorial reform administrative boundaries will not be just
redrawn, but historically established management and economic ties will be broken. The
center of reform should not be some "territory”, but the human being as the highest value of
the Ukrainian state, whose state authority apparatus’ mission is to ensure their welfare.

One way of ensuring the viability of basic local communities, improving the socio-
economic situation and creating preconditions for more dynamic development of settlements
is the integration of communities of different localities to consolidate efforts in order to meet
common economic and social interests.

The need for the formation of a viable territorial community at the primary level is
determined by the global process of finding the optimal basis of municipal government. The
process of creating a solid and stable primary unit of local government (also known as
"communication process”) took place in France and Sweden by creating communes; and also
in the US, where towns and townships together with special and school districts as integrated
municipalities have proven to successfully provide local services to territorial communities. In
Poland, which used to be in similar to Ukraine initial socio-economic and political conditions
of post-socialist development, ‘gminas’(communes) as communized lower level local
government entities are engaged in effective managerial, operational and commercial
activities.

Foreign experience of ensuring the economic and social development of municipalities
suggests two forms of integration of communities of different settlements: territorial (unitary)
association; functional (federal) association.

In the territorial association the local communities of closely located villages, cities,
and towns form a single community and common local authorities. Territorial integration
methods were used by the countries facing the problem of choosing the optimal size of the
local community, thus possibly ensuring their effective financial and economic activities, and
using both voluntary and forced communization forms. Swedish experience showed that
forced consolidation of the communes (from 1969 to 1974 the number of communities
decreased in 3.1 times), though being non-democratic in its form, nevertheless led to
improvements in economic and social life of the country, thus making it possible for Sweden
to join the four most developed European countries. In Denmark, similar reforms in 1974
resulted in reduction of the number of communes from 1,388 to 275. In West Germany,
during the reform of 1967-1968 the number of communities decreased from 24,278 to 8,514.
In England and Wales the number of districts in 1972 decreased from 1,383 to 402. In those



|168| Exonowmika i opramizamis ynpapiainas oM 2 (22) e 2016

countries where the process of unification of communities was carried out on a voluntary
basis, it was very slow. In particular, the number of communes in France even increased. For
100 years in the Netherlands their number has decreased from 1,100 to 700, whereas in
Belgium it reduced from 2,663 to 2,359 communes during its voluntary association period in
1961-1971. Poland from the very beginning of the formation of its local governments ensured
their formation on communized basis: its gmina (commune) is an integrated local community.
Bringing together communities of villages, towns and cities, Polish gmina meets European
municipal standard of basic local government, formed by a territorial community of several
villages. Poland's experience has shown that communization process cannot be chaotic or
performed hastily.

Functional integration of territorial communities of different localities provides for
consolidation of financial and material efforts to perform only certain functions while
maintaining community autonomy and independence of local governments. Indicative in this
context is the US experience on the formation of special and school districts. In 2013 in the
US there were 14,721 school districts and 29,532 special districts. They are formed usually on
the initiative of the local communities to improve the effectiveness of public service sector.
Association on functional grounds can have both permanent and temporary (target) basis.
There are special districts that provide educational services, water supply, fire protection,
sewage, drainage and irrigation systems, housing, waste disposal, transport services,
conservation of natural resources, and protection of architectural landmarks. Experience in the
formation of such organizational frameworks is crucial for Ukraine, because most small
settlements are not able to maintain their own social facilities, neither they are able to ensure
the comprehensiveness and effectiveness of provision the territorial communities with quality
public services.

Functional and territorial integration forms have significant differences. Obviously, in
countries, including Ukraine, where the process of strengthening the territorial basis of local
governments is at its initial stage, priority at the early stages should be given to a form of
functional association of local communities in the process of solving common problems, and
this form should be considered as an initial preparatory stage of formation of enlarged
territorial community on unitary basis. This is due, primarily, to the existence of legally
enforceable right of communities to combine financial and material efforts for solving
specific tasks of economic and social development of the areas; preservation of general
economic, financial and political independence of the community in the process of functional
integration; clear and significant purposes of territorial communities’ resource consolidation.
Functional association of settlements is aimed at improving the quality of social and
communal services for community members, and is an objective basis for the convergence of
local communities as part of an integrated management system.

In the process of ensuring the functional integration one should respect the principle of
proportionality regarding resource allocation efforts of different localities in view of the
number of potential consumers of a certain service in a particular local community. The
resource involved should be adequate. Thus, if a community has provided premises and
utilities that are in municipal ownership to form an inter-communal enterprise to provide
services to the public, then the amount of the assessed value of this enterprise should be
deducted from the community’s financial participation in the establishment and operation of
this subject of economic relations.

To ensure the effectiveness of functional integration of the settlements and to find the
best possible ways of such cooperation using consolidated resources joint management
technology, it is advisable to create appropriate associative structures of territorial local
government: advisory boards of village, town and city mayors of administrative region; and
associations of local authorities of certain areas (not necessarily within the administrative area
or region).
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The experience of municipal government abroad, and need for increased regulation of
adverse trends in economic and social development of basic local communities determine the
objectivity of their prospective enlargement to ensure their viability. Given the current
situation in Ukraine, the need for territorial integration is a priority, especially regarding:
nonviable, mainly rural, local communities, with independent local governments that cannot
provide a comprehensive development of the settlements; local communities of suburbs
settlements; territorial communities of cities, towns and villages that are part of other
settlements.

The option of strengthening nonviable rural communities is stipulated in the
Constitution of Ukraine, making it possible to form a unified territorial community of several
villages. By concentrating resources, localities get an opportunity to ensure the functioning of
the secondary school and children's aesthetic schools; together with gradual renovation of the
roads, water supply and sewerage system. This can form a local community "development
core”, which will serve as an integrative link and a generating element of the system of
settlements.

Territorial communities of small settlements, located close to the cities, actively use
social, economic, and infrastructural potential of the city; and most of the workforce from
these settlements is employed in urban enterprises. Self-government institutions of suburban
settlements typically pay little attention to social and economic development of their towns or
villages, since most public services (such as school education, health services, and personal
services etc.) people can get in the city. With a view to the rational use of the resource
potential of cities and other settlements, which constitute a single spatial-territorial entity, the
creation of urban district seems to be a reasonable solution. This approach is used in the
process of communization of the settlements in Sweden, France, Poland and Germany.
According to this approach, all residents of nearby settlements are an integral part of a unified
territorial community, and the settlements are part of the administrative district and are
located within its boundaries. This way a county council is formed, in which each settlement
is represented by its deputies, elected by the voters of such settlement. This makes it possible,
on the one hand, to preserve a separate settlement, and on the other hand, to form a full
territorial entity through a combination of financial, labor, manufacturing and other resources
to ensure the welfare of residents of settlements that constitute the district.

A necessary condition for the integration process of territorial settlements to form
communized territorial units, as a prerequisite of more effective economic and social
development areas are: the creation of financial and material conditions of integration;
establish clear criteria for territorial unification of settlements; use of economic interest
leverage in territorial associations of communities; increase the importance of strengthening
local communities’ self-organization; experimental study of various forms of municipal
reform of primary communities.

The need for financial and material conditions of integration is due to the fact that
territorial integration is not the exclusive means, which is able to improve the economic
condition of communities that were subsidized prior to creating the associations, since most
population of the community is going require a proportional increase in costs. In addition,
there will be new areas of local government spending related to the objective emergence of
new, predefined by integration, functions of local government in communized community.

To establish clear criteria for territorial unification of settlements on legislative level
one has to take into account their historical, ethnic, cultural and social characteristics and
economic feasibility of integration. In this regard, the system of integration criteria should be
applied, which will allow public authorities and local governments to avoid artificiality in the
formation of communized administrative units (tab. 1). It is clear that the territorial unification
of communities must be preceded by a comprehensive retrospective analysis of their
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development in the context of cooperation with other localities to optimize the integration
process and positive economic and social results.

Table 1
Settlement integration criteria system as territorial basis of local economic development

upgrading technology

environmental

Criteria Criteria content
Historical - settlements were part of communized system of ‘zemstvos’,
‘volosts’ and ‘gminas’ in the days of colonization of Ukraine by
foreign countries;
- taking into account experience of the settlements constituting large
integrated rural territorial communities in the days of the USSR
Natural and - settlements are part of the territory with special environmental

protection regime;

- territories of the settlements are covered by accidents, emergency
situations and disasters, both natural and caused by human activities,
that have a negative impact on the environment

Territorial - no spatial boundaries are found between the settlements are, there is
also a phenomenon of settlement diffusion;
- due to shortage of available land areas, the development of certain
settlements can be ensured only by settlements with land surplus

Religious - inhabitants of settlements belong to one denomination or religious
movement;
- receiving religious services in religious facilities of nearby
settlements

Economic - the settlement falls into the sphere of influence of a certain industrial
enterprise, or an agricultural company, which affects the formation of
social, labor, economic and industrial relations;
- businesspeople of the settlements are members of agrarian and
industrial association;
- the vast majority of the settlement inhabitants is employed at the
enterprises of other settlements

Financial - increasing the total financial capacity of the territory by balancing
the fiscal capacity of different constituent settlements

Cultural and - craft development and ancient folk customs and traditions

customary preservation in some settlements

Recreational

- settlements’ recreational potential makes it possible to create a

tourism, recreation and leisure zone

National and ethnic | - settlements are inhabited by members of one ethnic group or
nationality

Social - residents of the settlement receive the majority of social services in
another locality

Increase in significance, functional and resource capacity of local community self-
governing organizations that are able to perform certain functions, and powers of local
governments in the settlements of communized community should be considered as factors
lightening the managerial load of administrative and business centers of the associations and
approaching the subjects of public service to particular customers. The experience of quarterly
committees and their chairpersons, as social assistants of local councils’ deputies, is useful in
this context. Quarterly committees are a source of objective information about the social
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conditions of certain individuals, which is required for social security in the consumption of
municipal services.

Economic leverage to boost the resource-abundant communities’ interest in forming
united communities with economically nonviable entities could be: providing targeted
subsidies from the state budget; transfer of state shares in statutory funds of enterprises to the
management of local authorities; reassigning certain national taxes to local budgets; transfer
of state-owned land to municipal ownership. The use of these tools will substantially reduce
the possibility of emerging and strengthening of some adverse trends in settlements with
significant resource potential, and will lead to economic and financial compensation of the
growth of managerial, social and economic burden on their systems.

To study how of theoretical positions act on a practical level and to select the best
option (or options) of integration, it is necessary to experimentally verify the effectiveness of
various forms of primary communities territorial associations in different regions. In addition,
the following is important in the territorial integration of communities of different
settlements:

provide methodological and practical assistance in creating and developing statutes of
associated communities, which clearly prescribe the rights of residents of certain localities
that are part of integrated communities; also stipulate a peripheral settlements prevention
mechanism;

apply informed and calculated management decisions aiming at taking into account
constructive interests of the state, local communities and specific individual,

- establish appropriate legislative status of all deputies of associated territorial
communities’ councils, regardless of what town or settlement they represent. Observance of
this principle is a necessary factor to ensure sustained development of all components of the
integrated territorial community;

leave unaltered all historical names of the settlements, which are part of the unified
territorial communities, to prevent social unrest and violation of historical continuity and
identity;

adhere to the principle of uniform development of all settlements that belong to the
associated territorial community.

Consolidation of territorial communities of the settlements should be directed to the
formation of a real community of people (and not just their entirety, as it is in reality) united
by common problems, the resolution of which is their common cause. The awareness of
belonging to a single social organism will promote the active involvement of territorial
communities in implementation of the constitutional right to self-direct and local self-
government, as well as direct participation in solving local problems, thus determining the
development of local democracy.

The impact of the resource integration of communities, that will be implemented in the
administrative-territorial reform, should be accompanied by appropriate regulatory content
(making changes to the XI chapter of the Constitution of Ukraine, the new Law of Ukraine
"On local government in Ukraine" and Budget Code of Ukraine, the Tax Code Ukraine, Laws
of Ukraine "On the community”, "On administrative-territorial system”, "On municipal
property”, "On the improvement of settlements™) will determine the possible ways of
applicability of the principles of management in the process of municipal management in
Ukraine.

To form a territorial community the following criteria of its formation should be chosen:
space-time availability (distance) to the center; economic boundaries of communities
(property, land); availability of socially and economically developed settlement, which acts as
the center of the community; lack of religious and ethnic conflicts; historical conditionality;
territorial conditionality; amount of population; population density; availability of
infrastructure for the activities of local government institutions.
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The integration of local communities of the settlements is much deeper and more
complex than just a mere space-plane consolidation of local communities as it refers to the
transformation of the original element of administrative and territorial structure of the
country, whose basis is formed of social and economic systems of basic primary level. It
requires scientifically grounded approach to its reforming on the program basis, which will be
preceded by strengthening of the economic base of primary level local governments.
Consolidation of territorial communities of the settlements can be an effective regulatory
mechanism to ensure the effectiveness of their social and economic development and this
process management modernization.

It should be noted that the lack of modernization of the territorial basis of local
economic development, that occurred as a result of conservation of territorial administrative
reform, is related to the following risks: remaining of an objective barrier to local government
strengthening; remaining of the environment of potential conflicts between two institutions of
government; dissipation of state managerial and regulatory influences; deepening of regional
self-governing process formalization; territorial limitations of budget and tax reforms;
remaining of the low quality public services; imbalance and preservation of archaic system of
local government in the country; lack of conditions for the implementation of economic
instruments for Municipal and Regional Management; deepening of uncertainty about the
prospects of integration into European institutions.

The new territorial model of local economic development must meet the following
requirements: ensuring optimization of the territory of municipal services taking into account
not only social but also minimal economic feasibility; consideration of not the factors of
subject, but those of the result of the service; understanding that territorial unification is a
necessary, but not the only factor of strengthening areas; clarity of separation of powers of
state and local governments; deepening the decentralization of the principle of subsidiarity
with simultaneous formation of public monitoring of local government within the legal
framework of the state; taking into account the experience of administrative reforms of
foreign countries, especially post-socialist countries; the necessity of forming the state
municipal policies and practical implementation of the state regional policy; consideration of
the criteria of integrating different localities into a single territorial community; ensuring the
establishment of full-fledged local government at the secondary level through a combination
of powers with the mechanism of their implementation and responsibility; implementation of
mechanism of the functional integration of local communities; administrative and territorial
reform based on state-determined decision; comprehensive approach to reforming the model
of area development management. Consideration of these factors will create the objective
conditions for modernization of local economic development management.

In the process of modernization of the territorial basis of local economic development it
should be noted that any settlement is not an isolated entity, but an open system, which
through bilateral economic, administrative, and information communication interacts with
other settlements, which, taken together, constitute a regional system. Objective historically
determined ability of villages, towns and cities to form a network of diverse multi-vector
relationship determines the possibility of its advanced programmable use to solve in
integrative way the local problems and to establish a full-fledged primary administrative and
territorial level in the country through strengthening the economic base of the comprehensive
and integrated development of settlements.
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