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AREAS INCREASE OF PPPS' FINANCIAL POTENTIAL BY SECTORS BASED
ON ADJUSTMENT OF FINANCIAL POLICY

Abstract. The type of financial policy, based three-dimensional positioning as PPP's
financial potential by sectors, is selected. The directions adjusting financial policy to improve the
public-private partnership's financial potential are developed, the proceedings of which will
contribute to achieving the set goals and objectives for the formation of public-private partnership's
financial potential. There are formed types of financial policy: stimulating, moderate, and
aggressive supportive, that are based on three-dimensional model positioning Ukrainian regions in
PPPs' sectors according to their financial capacity, which gives an idea of the regions in terms of
the possibility and expediency of their use in the implementation of public-private partnerships.
There were developed ways of increasing the public-private partnerships' financial potential in
view of the reasonable targets for each type of financial policy. For stimulating type there are
balancing options of growth limited financial resources with provision of sufficient financial
security and efficient allocation and use of financial resources. For moderate type there is ensuring
an acceptable level of financial stability and profitability using its own capital. For supporting type
there is focus on the rapid growth of the financial capacity of the strong support of public funding to
avoid worsening financial condition and the type of transition to aggressive financial policy. For
aggressive type there is directing efforts at addressing the adverse factors affecting the search for
potential sources of reserves and financial support, to improve the financial capacity of a PPP
sectors and supporting the transition to the type of financial policy.

Keywords: public-private partnership, financial policy, financial potential targets,
positioning, region, public, private and financial and credit sectors.
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HANOPAMW NIABNWEHHA ®IHAHCOBOIO NMOTEHWIANY CEKTOPIB
MNYBNIYHO- MPUBATHOIO MAPTHEPCTBA HA OCHOBI KOPUT'YBAHHA
®IHAHCOBOI NOJTITUKW AEPXXABW

AHoTauisa. CdopmoBaHO HanpAMM KOpPUTyBaHHA (DiHAaHCOBOI MONITUKWM fepXaBu Ans
3abe3neyeHHs NigBuLEHHA (iHAaHCOBOro noTeHuiany ny6nivyHo-npuBaTHOro naptHepctea (MMM),
WO nepefgbavaldTb BpaxyBaHHS: CTaHy (hiHAHCOBOro MoTeHuiany cektopis TMMIM, TeHAeHUIRA i
HanpsmiB PO3BUTKY PerioHiB YKpaiHu Ans NifBULLEHHS (iHaHCOBOro noteHuiany MMM; winboBux
MOKa3HWUKIB (PiHAHCOBOT MONITUKMK, L0 Haibinblie BNAMBAKOTL Ha hiHaHCOBWUI noTeHuian MMM 3a
cekTopamu. Hanpsamu KopuryeaHHs 06rpyHTOBaHO 3a AONOMOrOK TPUBUMIPHOrO NO3ULIOHYBaHHA
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perioHiB YkpaiHn BignoBigHO fo X ¢iHaHcoBoro noTeHuiany I L wo pae ysBneHHs npo
MOXXNMBOCTI yyacTi y peanisayii MMM,

Kntouosi cnoBa: ny6nivyHo-npuBaTHe NapTHEPCTBO, (PiHAHCOBa MOMiTUKA, (iHAHCOBI
noTeHLian, WiNboBi NOKa3HWKW, MO3ULIOHYBaHHA, PerioH, ny6ai4HWiA, npuBaTHUA Ta (iHaHCOBO-
KPeAWUTHWIA CEKTOPMU.
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HAMPABNEHWNA MOBbLIWLWEHNA ®VIHAHCOBOIO NOTEHLUWVANA CEKTOPOB
NnYysAN4YHO- HACTHOI O MAPTHEPCTBA HA OCHOBE KOPPEKTUPOBAHWA
®VMIHAHCOBOW MONMNTUKWN FTOCYOAPCTBA

AHHoTaumsa. CdopmmpoBaHbl HampaBfieHWs KOPPEKTUPOBaHUS (DMHAHCOBOW MNOMUTUKM
rocygapctsa fAns obecrneyeHWs MOBbILWEHUS (PUHAHCOBOrO noTeHuMana My6/MUYHO-4aCTHOroO
napTHepcTsa (I I4I1), ¢ yyeTom: coCTOAHMA (hMHAHCOBOrO NoTeHumMana cektopoB MYll, TeHAeHUUIA 1
HarnpaBNeHN pa3BMTUA PErMOHOB YKpauHbl ANS MOBbIWEHNA (MHAHCOBOro noTeHumana MYll;
LleNIeBbIX NOKa3aTenei PUHAHCOBON MOMMTUKK, KOTOPble OOMblLUe BCEr0 BAMSAKT Ha (PUHAHCOBBIN
noteHuman |114ll no cektopaMm. HanpaBneHWs KOPPEKTMPOBaHUS 0OOCHOBAHO C MOMOLLbIO
TPEXMEPHOro MO3ULMOHMPOBAHUS PErMoHOB YKpauHbl B COOTBETCTBUM C WX (DUHAHCOBOIO
noTteHuunana M4yll, yto gaet npefcrasneHe 0 BO3MOXHOCTM yyacTua B peanusauun VM.

KntoueBble cnoBa: Ny6/MYHO-4acTHOE NMapTHePCTBO, (PMHAHCOBaA NOANTUKAE, (DUHAHCOBbIE
noTeHUMan, LeneBble MoKasaTenu, MO3MLUOHUPOBAHWNE, PErnoH, My6ANYHbIA, YaCTHbIA K
(hMHAHCOBO-KPEAMUTHbIN CeKTop.

dopwmyn: 0; puc.: 5, Tabn.: 1, 6ubn.: 10

Introduction. Results of the research confirmed that the Ukrainian economy feels the lack
of financial security both in terms: the part of the state budget amount resources and the failure of
existing financial institutions, to form a financial policy that would meet the national interests of the
country and had a set of financial instruments that meet the new factors and conditions of economy.

However, as revealed in the research, not all regions have equal opportunities for
development of public-private partnership, which doesn’t achieve the appropriate level of financial
self-sufficiency, while also inhibited the development of even regions with relatively high financial
potential of public-private partnership. Therefore, the strategic goal of the state financial policy is
alignment of regional disparities and taking into account regional specifics. Reducing financial
differentiation in regions of Ukraine and enter the path of convergence of the financial potential
levels of public-private partnership is possible in the development and implementation of the state
financial policies, will give impetus to a balanced and uniform increase of the potential of partners
in terms of the concept of development the public-private partnership.

Previous research on the subject. A large number of studies has been devoted. In particular,
we can distinguish the works of such of scientists as V. Boronos [1] I. Zapatrina [2], Tanklevska [3]
Telizhenko [4] others. In the world today there are many publications on analyzing of public-private
partnerships, including European Commission [3] and such scientists as E.White [5], E. R. Yescombe
[6], T. Ysa [7], G. Hodge [8].

Purpose of work is to suggest ways of increasing PPPs’ financial potential according to the
type of financial policy Ukrainian regions.

Results of the research. The restructuring of the state financial policy in the regional
context to improve the should consider the current condition of the public-private partnerships'
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financial potential, trends and aspects of its development for a detailed identifying areas
adjustments of financial policies that the proposed using via positioning regions of Ukraine for
PPPs' financial potential by sectors and the grade of sustainability (Fig. 1) [433].

According to the place, which covers a region in a three-dimensional model positioning
advisable to choose the type of financial policy, which is optimal considering the current state of the
PPPs' financial potential (Tab. 1). Based on the opinions of the authors [101], proposed to consider
the following types of financial policy as stimulating, moderate, supporting and aggressive. Due to
the existence of unresolved issues should be highlighted the following areas of financial policy
adjustments that fully meet the established indicators.

So, stimulating financial policy based on the low level of state funding and the material and
spiritual benefits while maintaining the proper level of activity in the private sector and financial
and credit institutions. It is aimed at the formation of the maximum interest in sectors of the
economy effective management (Fig. 2). Expansionary fiscal policy describes the style and methods
of management decisions aimed at minimizing the financial risks [433].

Fig. 1. Three-dimensional model positioning of Ukrainian regions in the PPPs' financial potential by sectors
Source: Prepared by the authors

Table 1
Types of financial policy in accordance with the financial potential sectors
ofthe public-private partnership

Sign region relative to the

Types of average value of the integral
financial index of PPPs' financial Regions
policy potential by sector
fppb hppr fppk
Stimulating > > > Dnipropetrovsk, Donetsk, Lviv, Kharkiv
> > < Luhansk oblast
Moderate > < > Autonomous Republic of Crimea, Odesa
< > > Zaporizhzhia
> < < Ivano-Frankivsk, Rivnevsk, Khmelnytsk, Chernivts
Supporting < > < Sumy
< < > Volyn, Vinnytsia, Zhytomyr, Zakarpattia, Kyiv, Kherson,
Aggressive < < < Kirovohrad, Mykolaiv, Poltgv_a, Ternopil, Cherkasy,
Chernihiv
Symbol:  >- more than the average value of the Ukrainian regions;

< - less than the average value of the Ukrainian regions.
Source: Prepared by the authors
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By providing a sufficient level of financial security, this type of financial policy not too
committed to providing high end of its financial results. Stimulating type of financial policy focused
on ensuring the efficient allocation and use of financial resources and balancing options limited
growth funds.

For moderate financial policy, which is aimed at solving the priority financial problems of
one ineffective part of the PPPs' financial potential when supported by the level of other.
Depending on the subtype corrective measures should focus mainly on weak sector. It provided
links and improve weak financial sustainability enables the transition to the first type of financial
policy (Fig. 3).

Moderate financial policy describes the type of style and methods of management decisions
aimed at achieving the medium efficiency results in financing activities in the medium degree of
financial risk.

In this type of financial policy, not avoiding financial risks, it is advisable to abandon the
Financial Transactions excessively high risks, even at the expected high financial results. Moderate
financial policy of state should be based on the fact that the value of financial capital in the region is
sufficient. Due to long-term equity and debt capital to be financed almost all state programs and
national projects, while state support is minimal. This type of financial policy provides an
acceptable level of financial stability and profitability using the equity ROE 12-18%.

Supportive financial policy priority requires adjustment of financial policy of the two sectors
in public-private partnerships by providing financial third (Fig. 4). Fiscal policy should aim
accelerated growth potential of financial resources in order to avoid the possibility of supporting the
transition to a type that requires a significant increase in demand for financial resources and
government regulation.

Funding by sustaining strategy provides that the value of government support should be an
essential. Due to equity and long-term commitment to be funded state programs and national
projects. Short-term credits cover only a fraction of the financial resources that minimizes risk.

This type of financial policy will ensure a high level of financial stability (by using the
minimum amount of short-term borrowings), but will increase the cost of equity for funding and to
reduce its profitability (ROE < 12%). The aggressive type of financial policy is applied to the
regions with the lowest levels of all sectors ofthe PPPs' financial potential (Fig. 5).

Financial policy should aim to eliminate the adverse factors that negatively impact on the
search of potential sources and stockpiles of financial security to improve at least one of the PPPs'
sector and supporting the transition to the type of financial policy. Ant crisis financial policies
designed to ensure financial stabilization during the crisis of its operations, causing viewing areas of
production, determination of optimal markets or segments, taking into account the characteristics
and potential.

Aggressive type of financial policy describes the style and methods of managerial financial
decisions aimed at achieving the highest results in financial activities regardless of accompanying
its financial risks. Since the level of financial performance for its separate parameters usually
corresponds to the level of financial risks, we can say that the type of aggressive financial policy
generates the highest level of financial risks.
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PPPs' financial Adjustments of Stimulating financial policy are to support and strengthen the financial position
potential by
sectors Stimulating investment activity and improvement the investment climate

Targets Measures

The level of using the state financial

funds, measured the amount of budget Government protection of private property rights, interests of business

expenditures partners, investors and creditors: direction on corporatization of large public
companies (natural monopoly) as a way of giving them the opportunity to
The degree of equalization subsidy attract private capital and to form common ventures;

regulation of public-private partnerships based on the fundamentals of
the Model Law, adopted by the UN Commission oa International Trade Law
(UNCITRAL) and the OECP, which also prudential into account fiscal risks.

regions by Government

The return of financial resources
spenton fixed assets

Improvement the rights protection of foreign investors, first of all in the
common partnerships to enable the transfer of technology; support marketing
. and investment subsidies (Green Box);
entities improvement of incentives for cooperation between public research

institutes and the private sector;
removal of all obstacles to start and exit business in order to increase
competition and eventually increase productivity

The degree of profitability of the

The amount of loans provided to
non-financial corporations
Promoting lending capacity of commercial banks reducing interest rates

SN Activity ofthe banking and increase the proportion of long-term loans.
P'%fn'zé‘sb;g%gt’sa;ﬁggtsed sector in the investment prop ¢
process

Fig. 2. Adjustments for stimulating type ofthe state financial policy
Source: Prepared by the authors

PPPs' financial Adjustments of Moderate financial policy are to support and strengthen the financial position
potential by
sectors Stimulating investment activity and improvement the investment climate
Measures

Providing balancing of local budgetsand realism, strengthening local
finance;

accountability of the public of all budgetary and extra-budgetary funds
ofbudget institutions;

improving the financial incentives for state enterprises to encourage
investment in modernizing.

Reorganization of financial-economic activity of businesses public
sector to provide rights management in the private sector under public-private
partnership;

incentives for businesses to fixed assets using the simplified system of
depreciation.

The amount of loans provided to Attracting for cover the budget deficit funds from government

non-financial corporations securities and loans to reduce the NBU. allocated for this purpose;
. . introduction to effect changes to the legislative framework for the
Profitability by attracted sAeg%:;l%?hfemigvbe%%Ienngt restruclgrin_g of non-performing loans and support the merger and
funds for households process reorganization of banks.

Fig. 3. Adjustments for moderate type of the state financial policy
Source: Prepared by the authors

On the basis of positioning by using three-dimensional models we can make the choice of
financial policies and corrective measures for weak sectors of PPP, based on the selection of
characteristics and attributes. This type of financial policies aimed at leveling the PPPs' financial
potential and the achievement of sustainable development. Overall, the proposed matrix approach
allows for a balanced range of corrective measures to meet the needs, capabilities and resources.
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PPPs' financial Adjustments of Supportive financial policy are to support and strengthen the financial position

potential by
sectors Stimulating investment activity and improvement the investment climate
Targets Measures
The level of using the state financial Reducing the overall tax burden by reducing the number of taxes and
funds, measured the amount ofbudget reduce their rates; ' ) .
expenditures agradual increase in the share of direct taxes in total tax revenues;
s to provide credit and competitive all budgetary and extra-budgetary
o . resources in the real economy;
The degree of equalization subsidy strengthening of State regulatory base selection and rating of public
regions by Government investment projects.
The return of financial resources Optimization the structure assets of enterprises;
spenton fixed assets resource balancing process of formation and renewal fixed assets;

increasing size and proportion of own funds in circulation;
transition to efficient pricing methods.
The degree of profitability of the
entities

Promote arestructuring of non-performing loans and support the
merger and reorganization of banks;
monitor the implementation of standards of capital adequacy and

The amount ofloans provided to Sk " . .
. enforcement of criteria for "professional competence, excellent reputation

non-financial corporations and dobrosovistnosti disclosure”;
. ) attracting foreign investors to joint schemes and refinancing loans,
Profitability by attracted SAEE}S’:% ?hf;ri‘svbeas?#]';?t banks incentives to participate in investment projects socially important
funds for households process assignments through financial support and provision of favorable conditions.

Fig. 4. Adjustments for supporting type of the state financial policy
Source: Prepared by the authors

PPPs' financial Adjustments of Supportive financial policy are to support and strengthen the financial position
potential by
sectors Stimulating investment activity and improvement the investment climate

Targets Measures

The level ofusing the state financial Realization of state funding from budget only under government
funds, measured the amount ofbudget programs andpublic order; . . o
: control of installation and compliance of prices and tariffs in the
expenditures A . A .
markets of natural monopolies , especially in sphere of housing - communal
o . economy, energy, railway transport and communication;
The degree of equalization subsidy exemption of income below the subsistence level.
regions by Government

Implementation of consistent and gradual transfer of objects socio -
cultural facilities that are on the balance of business organizations, in the
municipal property and appropriate changes in funding sources; initiating
fiscal reform for creating a space to attract private investments;

elimination of the most serious obstacles to starting a business and exit,
which will help attract PIl and encourage local investors who have the
necessary resources.

Strengthening links and reliability of the credit system;
development and strengthening of the stock market and its
infrastructure, collective investment institutions, insurance and pension
funds;
Activity of the banki reforms that have the confidence of the population to sufficiently
S ctivity of the banking i i ; i i
Profitability by attracted sector in the investment activate the process of attracting free financial resources in the program and

funds for households process venture projects.

The amount of loans provided to
non-financial corporations

Fig. 5. Adjustments for the aggressive type ofthe state financial policy
Source: Prepared by the authors

Conclusions. Therefore, financial policy should be aimed at finding a balance, optimal for the
time value of several areas of national economic development and selection of the most effective methods
and mechanisms to achieve them. Fiscal policy is not only structured, but the system that is to be
associated with all elements of the overall economic policy and rationally linked to the structural elements.
That is what caused the need for an integrated, systematic approach to building and implementing
financial policies. The complexity of financial policy stipulates that the amendment of indicators and
mechanisms for implementing financial policies require screenplay assessment of options considering the
direct and indirect consequences of their impact on the economy. Implementation of effective ways of
adjusting financial policy will contribute to economic stabilization and economic development.
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