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ASSESSMENT OF THE SOCIAL
AND ECONOMIC
DEVELOPMENT OF A REGION:
ESSENCE, METHODOLOGY
AND CORRELATION WITH
TRANSPARENCY OF LOCAL
AUTHORITIES

Abstract

The introduction of fiscal policy transparency practices in the contemporary local fi-
nancial management system is one of the prerequisites for increasing the socio-eco-
nomic development of regions. Creating a transparent budget environment contrib-
utes to a faster and more effective solution to the region’s current problems. The lack
of a sufficient level of budgetary transparency is a consequence of poor public interest
consideration, which impedes the people’s realization of their own democratic aspira-
tions and freedoms.

The article is aimed at developing scientific and methodological approach to assessing
the state of social and economic development of a region and comparing the estimates
with the regions’ transparency levels for 2016-2018. Integral assessment of socio-
economic development consists of four stages. It has been found out that the level of
socio-economic development of regions does not correlate with the transparency level
of regional policy. Public finance transparency assessment of Sumy city has shown that
its population needs a higher level of information disclosure, use of the latest informa-
tion channels, and creation of convenient forms of involvement in the budget process.
The transparency evaluation results in the areas of budgeting, public procurement, dis-
posal of property of the territorial community, etc. have been investigated. Besides,
directions for improving Sumy local authorities” information policy are proposed to
increase its transparency.

Keywords budget, transparency, public finance, questionnaire

(survey), community, sustainable development

JEL Classification

INTRODUCTION

P43, H72

In contemporary market environment, an important task is to assess
the social and economic development of regions. This task requires
the use of reliable data on the status of particular socio-economic phe-
nomena. Forming a data transparency policy is the basis for obtain-
ing the necessary information. Providing conditions for a transparent
budgetary environment is one of the tasks of local authorities, since
the openness mechanisms allow identifying potential problems at an
early stage. The lack of a sufficient level of budgetary transparency is
an obstacle to the implementation of one of the principles of the bud-
getary system, namely, public disclosure and transparency. Balanced
socio-economic development of the Ukraine’s regions is the key to
reducing social tension in society. Overcoming the disparities of re-
gional development is also in the area of budget information transpar-
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ency, public participation in the budget process, the creation of mechanisms for public control over the
spending of budget funds. The implemented principles of budgetary transparency bring the domestic
budgetary system closer to international standards and increase public confidence in the reforms.

1. LITERATURE REVIEW

Socio-economic development studies have at-
tracted considerable attention from the scientific
community. The understanding of this category
is broad because of its complexity and gradual
change of needs of the society depending on its
development. The problems of socio-economic de-
velopment are urgent at all times, as society strives
for the highest possible level of satisfaction of own
needs.

The current paper considers several scientific in-
terpretations of the category under discussion. For
example, Babayev and Bychenko (2011) view so-
cio-economic development as a complex process
aimed at changing several components of social
life: economic, political, and social. Shostak and
Bondaruk (2002) share a similar view; in addition
to the economic and social components, they em-
phasize environmental and humanitarian issues.
According to Mikhailichenko (2004), the com-
ponents of socio-economic development include
budgetary, investment and social components,
which, taken together, improve the region’s poten-
tial. That is, each of the scientists considered, de-
pending on the purpose of the study, may inter-
pret the category under study in his/her own way.

The research on socio-economic development
of the regions pays considerable attention to the
budget component. This is because the budget
provides most of the basic population needs
and implements state social policy. In particular,
Golikov (2012) explores the issues of budget fi-
nancing for socio-economic development in the
context of the current and prospective state of lo-
cal government budget financing depending on
changes in budget policy priorities. Pavlov (2007)
stresses the importance of effective budget man-
agement in terms of achieving regional policy
goals. Kushnirchuk (2010) considers tax aspects of
the budgetary component of socio-economic de-
velopment at the local level. Sound tax policy is
assumed to be one of the key factors for improving
the socio-economic development of a region. That
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is, the financial component of local socio-eco-
nomic development, which is implemented using
the budget toolkit, is more prioritized than other
components. Therefore, a sufficient amount of fi-
nancial resources is a prerequisite for the correct
level of socio-economic development of the region.

A separate area of research on the socio-econom-
ic development of the regions concerns the role of
local authorities in complex management of finan-
cial, social and other components to improve the
living conditions of the population. In particu-
lar, Goncharova (2009) identifies socio-economic
development with a process motivated by man-
agement measures of local authorities supported
by higher level public authorities. Gubani (2011)
views socio-economic development as a result of
the local authorities’ activities to ensure the eco-
nomic viability of the territory. That is, the impor-
tance of optimal control is also one of the criteria
for ensuring the effective socio-economic develop-
ment of the regions.

In general, scientific community has no common
vision regarding the components of socio-eco-
nomic development of regions. Studying these
components depends on the topic of the research
trend chosen. Meanwhile, the separation of indi-
vidual components results in a loss of complexity
of the concept.

The article proposes to consider scientific ap-
proaches to developing the optimal methodology
for constructing the socio-economic development
index as a component of studying the regions’
socio-economic development. The Institute for
Demography and Social Research has developed
its own methodology for assessing regional hu-
man development in 2012. This technique is used
by the State Statistics Service of Ukraine. Its main
practical purpose is to justify the socio-econom-
ic development policy. The method involves the
use of an integral indicator formed based on the
assessment of health care, reproduction of the
population, social status, comfort of life, etc. The
disadvantage of this methodology is the lack of
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the fiscal component assessment. In general, this
technique is aimed at assessing human potential,
which is explained by its niche nature.

At the state level, the Ministry for Communities
and Territories Development of Ukraine has for-
mulated a methodology to rate the socio-econom-
ic development of regions based on an integral
indicator, which is calculated quarterly by 27 in-
dicators in six directions and annually by 64 indi-
cators in 12 directions. The methodology is aimed
at identifying the reserves for the region compet-
itiveness growth and ensuring their prospective
socio-economic development. The advantages of
the methodology are the use of financial self-suffi-
ciency indicators (the amount of local budget rev-
enues, the amount of capital expenditures, etc.);
indicators of economic efficiency (industrial pro-
duction index, consumer price index), economic
and social cohesion metrics (GDP per capita), and
investment and innovation indicators (capital in-
vestment index, export volume of goods).

Zhilenkova (2005) has formed a methodology for
selecting the socio-economic development indica-
tors. The approach’s advantage is in its focus on
the need to use economic indicators, since the
resource approach is an important component
of ensuring the balanced functioning of a region.
Provided that the financial support of the regions
is sufficient, the social policy is effectively imple-
mented. According to the research, the constitu-
ents of regional economic development should be
given the main attention through mechanisms of
establishing a higher weighting factor when calcu-
lating the integral index of socio-economic devel-
opment of regions.

Matrosova and Prudnikov (2008) comprehen-
sively analyzed the methods for assessing the so-
cio-economic development of regions. They con-
sidered rating evaluation, calculating the integral
index, and hierarchy analysis. The advantage of
the methodology for rating the socio-econom-
ic development of regions is the ability to reveal
more developed regions and to understand the di-
rections of identifying disparities in the develop-
ment of regions; this contributes to a development
strategy based on data calculated. A significant
drawback of the rating is the use of general rank-
ing, which reflects only arithmetic mean values of
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the studied indicators and does not classify them
into financial, economic, social, industrial, etc.

The methodology for calculating the integral index
is based on a taxonomic indicator of the develop-
ment level, which is a synthetic value equal to all
indicators that characterize the region’s socio-eco-
nomic policy. Comprehensive assessment of the
socio-economic development of the regions allows
identifying key problems of the region, comparing
them with other regions and formulating a region-
al development strategy. The methodology’s weak-
ness is due to the heterogeneity of regions in terms
of economic development and differentiation of
socio-economic activities, which leads to incor-
rect comparison of different regions.

A hierarchy analysis is used to assess the state of
socio-economic development of regions through
mechanisms of selecting the most significant
groups of socio-economic climate indicators, as
well as within groups of indicators. The advantage
of the methodology is in selecting the most im-
portant data for the socio-economic development
of the regions from a large number of experts. The
disadvantage is the compensatory nature of the
lack of one indicator at the expense of another.

A common disadvantage of all the methods con-
sidered is the average combination of input and
output indicators without taking into account
their specific weight. Besides, at the local level, the
policy pursued by the local administration plays a
key role in the degree of socio-economic develop-
ment, which is difficult to take into account in the
methods considered.

Having generalized the socio-economic develop-
ment techniques, one can highlight common fea-
tures, in particular, the prior use of integral assess-
ment of socio-economic development of regions,
the use of several groups of indicators, the empha-
sis is put on indicators that are easy to evaluate,
and budget and financial indicators are included
in most assessment methods.

In today’s context, scientific views are increasingly
turning to the role of civil society as a driving force
for changes in socio-economic development, since
partnerships between government and civil socie-
ty potentially create better conditions for regional
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development. Given that scientific developments
in the area of public finance transparency contain
a considerable range of issues, the purpose of cre-
ating a transparent budgetary environment is to
ensure the optimal functioning of local self-gov-
ernment to achieve a high level of socio-economic
development of the regions. The study highlights
several key areas that are revised in the Literature
Review section, which has form its own vision of
how research is conducted.

Tikhomirova (2015) analyzed the transparency
of budgets of different countries worldwide, com-
pared different methods of assessing the transpar-
ency of budget policy entities, and made recom-
mendations for Ukraine on improving tax and
budgetary transparency. Shkolnyk, Melnyk, and
Mershchii (2018) proposed a scientific and meth-
odological approach to assessing the level of finan-
cial decentralization and made recommendations
on improving the budget process transparency.
Bukhtiarova, Dukhno, Kulish, Kurochkina, and
Lypchanskyi (2019) developed a methodology for
assessing the transparency of public finance in
Ukraine. Based on the index of transparency of
public finance management bodies, they calcu-
lated the percentage of data openness published
by the Ministry of Finance of Ukraine and the
State Fiscal Service of Ukraine. Khagram, Fung,
and de Renzio (2013) and Alt and Lassen (2006)
examine various aspects of tax transparency and
its correlation with local government activities.
Transparency studies in IMF projects were also
conducted by Hameed (2005) and Arbatli (2012)
who explored the effects of increasing public au-
thorities’ openness on increasing the international
lenders’ trust in international credit assistance re-
cipients. Belousov and Timofeeva (2017) analyzed
the problem of creating a mechanism for involv-
ing the citizens in the budget process as a way of
increasing the efficiency of public financial man-
agement. The authors also considered a method-
ological approach to estimating the budget open-
ness index.

Thus, a wide range of public finance studies in re-
lation to transparency opens up new avenues for
addressing current socio-economic needs of the
regions. The rapid change in public finances rais-
es the need to implement advanced transparen-
cy-based mechanisms for managing local finance.
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The balanced work of local authorities and the
public can ensure sustainable social and economic
development of regions. Further research is at the
intersection of different areas, in particular, public
finance, transparency, and sustainable social and
economic development.

2. METHODS

The state of socio-economic development of the
regions is proposed to be estimated using an al-
gorithm that involves the construction of an in-
tegral indicator of socio-economic development.
Five indicators were selected for the assessment:
the amount of capital investment by region, the
volume of products sold in the regions, gross re-
gional product, the average monthly wage in the
region, and the economically active working age
population in the region. The study stresses the
importance of selecting each of these indicators of
regional socio-economic development.

The indicator of economically active population
by region indicates the potential level of economic
capacity at the expense of labor resources in the
region. The average monthly wage point to the sat-
isfaction level of the citizens’ needs at the expense
of labor incomes, and the growth of the average
level of income of the population potentially in-
dicates the increasing degree of socio-economic
development of a particular region. The volume of
gross regional product characterizes the degree of
the region development, expressed in terms of to-
tal gross value added from all types of economic
activity. The volume of sales of products (goods,
services) of enterprises reveals the economic ca-
pacity of the region to compete with other regions.
The amount of capital investment indicates the
economic attractiveness of the region and the po-
tential for increasing its economic development.

The review of methods for assessing the state of
socio-economic development of the regions gave
reason to choose an algorithm for construct-
ing an integral indicator as an expression of the
state of socio-economic development in a particu-
lar region. The advantage of this algorithm is in
generalizing heterogeneous indicators by nature,
which enables to identify key problems of the re-
gion, compare them with other regions and give
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Stage 1. Selection of socio-economic development indicators

L

Stage 2. Indicator normalization
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P, —normalized row value; max Fyi§  —maximum row value;
P . —current row value; min{P } — minimum row value.

qi

u

Stage 3. Calculation of integral assessment of socio-economic development
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qil qi2

qin?

where R —integral assessment of socio-economic development.
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Stage 4. Determining the margins of the level of socio-economic development using the Sturges’ formula

h — Xmax _Xmin ,
m
where X and X, are the highest and the

lowest values of the feature, m is the number of
intervals.

m=1+3.322log(n),

where m is the number of intervals, n is the

sample volume.

Figure 1. An algorithm for integral estimation of the socio-economic development of a region

proposals to improve the future state of socio-eco-
nomic development of the region.

The study period was 2016-2018. The assessment
was conducted in 22 regions of Ukraine, except
for the territories of Donetsk and Luhansk regions,
due to differences in the completeness of the pro-
vided statistical information. The algorithm for
calculating the integral index includes several
steps. The methodology can be visualized as fol-
lows (see Figure 1).

The first stage forms the statistical base of selected
indicators of the regions’ socio-economic devel-
opment. In the second stage, the selected indica-
tors are normalized to bring them to a comparable
form. Indicators are normalized using the abso-
lute normalization formula. In the next step, each
of the normalized indicators for a particular ob-
served object is reduced to an integral indicator of
the socio-economic development of a region for a

http://dx.doi.org/10.21511/pmf.08(1).2019.07

certain year. To achieve that, the additive convo-
lution method is used, since each of the selected
indicators is assumed to have a linear and equal
impact on the process under study. Stage four in-
volves the use of the Sturges’ rule. This method en-
ables to determine the optimal number of ranking
intervals based on the formula for determining the
number of intervals and depending on the sample
size (maximum and minimum values). Given the
current sample, it is determined that five is the op-
timal number of ranking intervals of regions by
the level of socio-economic development.

3. RESEARCH RESULTS

After calculations, consolidated estimates of the
socio-economic development of Ukrainian re-
gions were determined, which allowed them to be
divided into five groups relative to the level of the
studied indicator.
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Table 1. Region grouping by the level of socio-
economic development for 2016-2018

The level
of socio- Estimate .
R . Region
economic interval
development :
: Volyn, Zhytomyr,
Zakarpattia, lvano-
: Frankivsk, Kirovohrad, Rivne,
Low [0.14; 2.86) Sumy, Ternopil, Kherson,
Khmelnytskyi, Cherkasy,
S S Chernivtsi, Chernihiv
Sufficient i .[2.86;5.58) Vinnytsia, Mykolaiv .
. . Zaporizhzhia, Lviv, Odesa,
Medum 3 Bwss0) Poltava, Kharkiv
Increasing -30; 11.02) . .
High [11.02; 14.63] Dnipropetrovsk

The results show that Ukraine’s regions are not
distributed equally in terms of socio-economic
development. It should be noted that the high and
increasing level groups of socio-economic devel-
opment included only Kyiv and Dnipropetrovsk
regions; this indicates that there are high dispari-
ties in the context of the phenomenon under study.
Looking at the group of low socio-economic de-
velopment, one can see that it is represented by 13
regions, which is the largest number. The second
group by the number of regions is that of medium
socio-economic development, which includes five
regions. This division of regions into socio-eco-
nomic development groups provides a general un-
derstanding of the current picture but does not
characterize changes in dynamics.

The Transparent, Financially Healthy and
Competitive Municipalities project, which per-
forms a large-scale assessment of local self-gov-
ernment transparency, is the most comprehen-
sive study of transparency across Ukrainian re-
gions. This organization’s transparency rating
is based on the combination of several methods
for gathering information: questionnaires, in-
formation in public domain, both from official
sites of local self-government bodies and from
profiles of regional councils on social networks.
The main research areas are information poli-
cy, budget, public procurement, property man-
agement, social services, personnel policy, pro-
fessional ethics and conflict of interest, citizen
participation, media. That is, the study covers
the main areas of transparency of local author-
ities. Generalized transparency scores range
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from 0 to 100%. Studies conducted in the re-
gions are published for 2017 and 2019.

The results of the best practices of this organization
were used in the context of regional transparency
to compare them with the calculated estimates of
the regional socio-economic development. To do
this, Table 2 identifies the rank of the object un-
der study in terms of socio-economic development
and transparency.

Table 2. Distribution of regions by level of socio-
economic development and transparency

Indicator of
social-economic leans?parency
indicator**
Region development*
Position Position
2016 | 2017 . 2018 : 2017 : 2019
Vinnytsia T VRS- T TR T
olyn 16 8
Dmipropetrovsk 1 1 1 9
Zhytomyr 16 14 14 14
Zakarpatha e T S B
Zaporizhhia 6 . 6 . 6 . 2
Ivano-Frankivsk 11 11 12 9
K222 8
Kirovohrad : 19 19 . 18 1.
Lviv 5 5 4 11
Mykovaiv . 8 . 8 9 5.
Odesa LA AL
Poltava 7 7 7 11
Rwne 1316 17 4
Sumy 15 15 15 6
Temopl 21 21 21 . 19
Kherson 20 18 20 19
Khmelnytskyi 12 0 13 13 16
Cherkasy .....10 ;.10 .10 i 7.
Chernivtsi 22 22 22 21
Chern|h|v18201922

Note: * calculated by authors; ** calculated by the Transparent,
Financially Healthy and Competitive Municipalities project.

The results allow evaluating the dynamics of
change in the studied indicators by comparing the
place in the ranking. To confirm previous results, it
was noted that Dnipropetrovsk, Kyiv, and Kharkiv
regions ranked highest in the rating of socio-eco-
nomic development, while Kherson, Ternopil,
and Chernivtsi regions showed the lowest levels.
Considering the dynamics of the change in the
regions’ positions by the socio-economic devel-
opment level, it is evident that most of the objects
observed were stable in terms of place occupied.
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The results of the transparency assessment, in con-
trast to the socio-economic development indica-
tor, showed a significant change in the positions
of regions from year to year. Over the period from
2017 to 2019, Khmelnytskyi (+14), Vinnytsia (+13),
Chernihiv (+12), and Kyiv (+11) showed highest
trends in their transparency, while Kirovohrad
(-16), Mykolaiv (-13), Kharkiv (-12), and Cherkasy
(-9) demonstrated significant decrease in this re-
gard. Changes in current information policy in
the area, covering information policy, budgetary
data, public budgeting and other areas of open-
ness of public authorities’ information on the of-
ficial web-resources are among key reasons for
significant changes in the level of transparency in
these areas.

Zaporizhzhia and Rivne ranked high in terms
of budget transparency, while Kherson and
Chernivtsi regions showed a stable low position
during the period under study.

Comparing the ranks by the level of regions’ so-
cio-economic development and by the transpar-
ency level shows that the level of socio-economic
development of regions often does not correspond
to the transparency level. For example, signifi-
cant deviations were observed in Dnipropetrovsk,
Kyiv, Poltava, and Rivne regions. Meanwhile,
Chernivtsi, Kherson, and Zakarpattia regions
showed the approximate coincidence of the occu-
pancy. The trends obtained show that the creation
of an environment transparent to the local popu-
lation rests solely with the local authorities who
make their decisions regarding the importance of
publishing socially important information on of-
ficial resources. However, if sufficient attention is
paid by local authorities to full and regular disclo-
sure of budget information, the level of transpar-
ency in the regions will increase.

Assessing the transparency in terms of releasing
important information is an important component
of informing the public about the state of affairs in
their region. However, the amount of budget infor-
mation released may not meet the population needs,
or the local population may not be interested in the
state of the local budget. To this end, there was a
need for further local public transparency studies.
The questionnaire survey was chosen as a tool for
local transparency. Sumy region was chosen for re-

http://dx.doi.org/10.21511/pmf.08(1).2019.07
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search. The questionnaire included eight multiple
choice questions. The main purpose was to find out
the real level of the population awareness of the lo-
cal budget and to reveal the most effective infor-
mation channels. In November 2019, 210 respond-
ents took part in the survey. Respondents were the
general public, business representatives, govern-
ment officials and local governments. The survey
was conducted using the Google Forms online tool.
The sample size of 200 persons meets the survey
needs: 85% confidence interval, +/- 5% error in-
terval, and the general population of respondents
(Sumy city population) is 264 thousand people.
Table 3 summarizes the questions.

Table 3. Public finance transparency assessment
questionnaire in 2019

No. : Questions
i Are you satisfied with the quality of reporting on your
cal budget?

What are the most effective channels for informing the
population about local government activities?

0 you use the websites of local authorities (regional
government department, city council) or state

{ institutions (the State Fiscal Service, the National Bank of
kraine, etc.) to search for financial information?

Are you aware of the revenue structure of your local

i Doyou know about the possibility of attending public
i hearings in the budgeting process?

What is your reading of the mechanism of generating
budget revenues and expenditures?

The first question shows the city dwellers’ satisfac-
tion degree with budget information disclosure.
The quality of the budget information received
was suggested to be rated from 0 to 4 points. The
largest number of respondents, 31.9% (67 persons),
showed complete dissatisfaction with the quality
of reporting budget information in Sumy, which
corresponds to 0. Approximately equal results
were obtained from estimates of 1 — 24.8% (52 per-
sons) and 2 - 28.1% (59 persons); this means that
most respondents rate the quality of local budget
reporting as low and medium. High ratings of sat-
isfaction with the quality of information coverage
were shown by a small number of respondents: an
estimate of 3 — 12.4% (26 people) and 4 — 2.9% (6
people). Overall, 84.8% of respondents considered
the current way of reporting budget information
to local authorities inadequate for their needs.
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The second question is aimed at showing the real
picture of the effectiveness of public information
channels as to the local authorities’ performance.
The results show that modern public information
channels from local authorities are needed today,
as 56.7% (119) of respondents prefer social net-
works (Facebook, Twitter, etc.). The official sites
of local governments ranked second, 27.1% (57).
Official sites are now the main channel of infor-
mation for the population, but for the common
user, social networks are becoming a convenient
and main channel of getting information about
the city’s public life. The smallest proportion of
respondents, 16.2% (34), choose traditional me-
dia (newspapers, local television, radio, banners,
etc.) as a means of informing the public about
local government activity. That is, in total, 83.8%
of respondents receive information from digital
sources.

The third question is to clarify the respondents’
experience in finding the necessary financial in-
formation on official websites of local authorities
or state institutions. It is found that most respond-
ents occasionally use the official resources of local
authorities or government institutions to search
for financial information. The proportion of re-
spondents who regularly use official resources to
search for financial information is 16.7%. 18.6%
of respondents were unable to find the informa-
tion they needed on official websites. Meanwhile,
20.5% do not use official resources for various
reasons. In other words, official websites of local
authorities and public institutions remain the pre-
ferred source to work with financial information;
this confirms the need to further improve the da-
ta sharing mechanism, increase the transparency
and improve the usability mechanisms.

The fourth and fifth questions are aimed at deter-
mining the local population awareness of the rev-
enue-expenditure structure of the local budget.
The results show that 32.4% of respondents are
fully unaware of the local budget revenue struc-
ture, while approximately the same number of
people surveyed gave the 1-3 awareness level. The
assessments of the satisfaction with the ways of
using local budget funds indicate that 41% of peo-
ple were on average satisfied with the use of the
city budget funds. 7.2% of respondents gave above
average scores, which indicates an insufficient
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satisfaction of the local community needs. 24.8%
estimate the current structure of local budget ex-
penditures at the lowest level, which clearly indi-
cates the general underfunding of the ways the
community needs.

Public involvement in the budget process vari-
ous stages is an important component of increas-
ing transparency. Creating public budget that
expresses the citizens’ needs and interests is the
basis for increasing the community involvement
in addressing urgent needs. Public participation
mechanisms are still in the early development, but
there are real examples of involving the citizens in
hearings on budgeting and public control over the
public fund use. Community direct involvement
in public budgeting is currently at the 4.3% level;
however, 58.1% of the respondents are informed
about the existence of public hearings in the budg-
eting process. Some of the population follow the
discussion process, but for some reasons, they are
not interested in personally participating in their
community budgeting. Further steps should be in
the area of developing convenient mechanisms for
citizen participation in voting for budget initia-
tives, such as online voting, open public debates
with the participation of authority representatives,
briefings, etc. That is, the local financial author-
ities should create an atmosphere of cooperation
and interest in the community wishes when for-
mulating separate directions for financing local
development. The Sumy resident survey indicates
that 24.8% of the population are not aware of the
existence of a public budget; 67.6% of respond-
ents are at different awareness levels. 7.6% of re-
spondents participated directly in public budget
initiatives.

The active advertising campaign helped involve
the city of Sumy in the creation, voting and im-
plementation of its own projects through a spe-
cial Community Project platform, which allows
any resident to offer initiatives to improve the
life of the city, which are realized at the expense
of budget funds. For example, in 2018, 90 pro-
jects worth UAH 66 million were submitted for
consideration in Sumy. The main public budget
projects are implemented in energy saving, ur-
ban improvement, culture and tourism, education,
healthy lifestyle. In 2017, ten community projects
were implemented in Sumy.
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Table 4. Results of Sumy city transparency assessment for 2017-2019, %

Year

Area

2017 2018 2019

Overall score

Citizen participation

72
42
8
80
A L N
60 100

The questionnaire asked people about the impact
of openness of the mechanism for forming the
budget revenues and expenditures on corruption.
According to the results, 54.3% of respondents be-
lieve that public authority openness and under-
standing the mechanism of budget revenue-ex-
penditure formation reduce corruption; 42.4%
believe that this has no impact on the level of cor-
ruption. Only 3.3% say that openness increases
the level of corruption.

The literature review shows that openness of local
authorities to the public, combined with public
control mechanisms, is a key to reducing corrup-
tion as evidenced by international practice.

Table 6 considers and summarizes the results
of assessing openness of the city of Sumy based
on the Transparent, Financially Healthy and
Competitive Municipalities project.

The results are evaluated as a percentage of
points scored from the maximum possible score.
According to the survey, the overall estimate of
the city budget transparency increases annual-
ly, which indicates the gradual incorporation of
best practices in transparency. The 2019 budget
area ranked lowest in the study period because
of lack of information on local borrowings and
local budget loans. The highest scores were giv-
en to the transparency in personnel policy, ad-
ministrative, housing and social services. The
Sumy public procurement sector has received the
lowest transparency ratings because it requires
improved disclosure of Sumy city council pro-
curement information and ongoing procurement
through Prozorro. Prospects for increasing the
current transparency level of the city of Sumy in
the areas under discussion are subject to public
needs and practical implementation of the rele-
vant information policy.

CONCLUSION

To conclude, the algorithm for integral assessment of the socio-economic development of a region is
important from a practical perspective, since it allows characterizing key region’s problems, compar-
ing them with other regions and developing a strategy for regional development. Comparison of the
estimates of the regions’ socio-economic development and metrics of their transparency showed the
discrepancy between the comparative estimates. The results obtained are due to the fact that creating
a transparent budgetary environment depends on the regional information policy, which is formed by
local authorities. The budget transparency survey of Sumy city showed the following average trends:
84.8% of the respondents said that the current state of budgetary transparency did not meet their needs;
56.7% of the population used social networks as the preferred source of budget information. Regular
users of official information resources of local (state) authorities in search of financial information made
up 16.7%. More than a third (32.4%) of the respondents had low awareness of the local budget revenue
structure. Transparency analysis of the Sumy city budget for 2017-2019 showed the possibility of im-
proving the results if the public information policy of the local authorities is applied to the public.
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The proposed methodology for assessing the socio-economic development of the regions is not exhaus-
tive and can be modified according to the needs of the study. The list of questions selected for the fiscal
transparency survey can be adapted to the specifics of the region being studied. Further scientific de-
velopments will be aimed at improving methodologies for studying the current state of transparency of
local authorities regarding their socio-economic development.
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