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INTRODUCTION

Ukraine is committed to achieving the
SDGs. Since 2015 a series of reforms have
been launched in Ukraine, aiming to imple-
ment socio-economic transformations and
strengthen its democratic system. The SDGs
are integrated into the state policy following
the principles of the SDG 2030 Agenda.

An inclusive process of the SDGs adaptation,
which was tailored to the national develop-
ment context, resulted in a national SDGs
system consisting of 86 national targets with
183 national-level monitoring indicators. The
Government established the InterAgency
Working Group on SDGs. Responsibilities
of the ministries for the SDG targets were
defined, the President of Ukraine issued a
Decree setting the SDGs as a benchmark for
programming and forecasting documents,
the SDGs monitoring system was developed,
the assessment of mainstreaming the SDGs
into national and subnational planning was
produced. The SDG targets have been incor
porated in 162 Governmental regulatory legal
acts (4,300 planned actions)'. In March 2020,
the new Cabinet of Ministers adopted its
Programme, reaffirming the commitment to
the SDGs.

Following the 2020 call of the UN Joint SDG
Fund, more specifically its Component 1:
Reinforce the SDGs financing architecture,
UNDP Ukraine as the lead agency, together
with the resident country agencies WHO and
UNICEF, and the non-resident agency UNECE,
are implementing the initiative Promoting stra-
tegic planning and financing for sustainable
development on national and regional level
in Ukraine. This Joint Programme outlines

" RIA of budget programs of the Ministry of Regional development.
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an integrated response to the need of the
Ukrainian government to optimize resource
allocation towards national development
ambitions and their alignment with the SDGs
agenda. It builds on two outcomes, which
individually frame engagement and outputs
at national and sub-national level: Outcome 1:
Ukraine's national SDGs planning and financ-
ing architecture is improved; and Outcome 2:
Decentralized SDGs development planning
and financing architecture is improved at
regional level. In order to address the last
one, UNDP has initiated the analysis of the
effectiveness of local budgets’ expenditures
on achieving SDGs in Donetsk and Kherson
oblasts.

During 2021 the UNDP National Consultant
performed an exercise that allowed the bud-
get tagging with SDGs which increased
accountability and revealed the progress of a
country towards the SDGs by assessing the
respective government's performance. The
proposed BSDG framework was used in the
analysis to define the SDG-related budget pro-
grams and align the deliverables of different
projects under the project “Promoting stra-
tegic planning and financing for sustainable
development on national and subnational level
in Ukraine”

In close collaboration with the National con-
sultant on integration of SDG financing into
Regional Development Policies, the action
plan was developed with concrete timeframe
and next steps for achieving tasks identified in
TORs: “ldentification of correlations between
subnational expenditures and oblast’'s dynam-
ics in achieving SDGs"” and “Integration of the
SDG financing approach into regional develop-
ment policies” (Annex A, B).
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The objectives of this Analytical Report as the
1st Deliverable of the project are as follows:

e Conduct analysis of the SDG-related sub-
national level expenditures in Donetsk and
Kherson oblasts based on the UNDP Bud-
get tagging framework for Ukraine covering
the period of 2015-2021;

e |dentify SDGs that are among oblasts’ fi-
nancing priorities and the ones which are
underfinanced in Donetsk and Kherson
oblasts;

e |dentify correlations between subnation-
al expenditures and oblast's dynamics in
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achieving SDGs targets indicators in Do-
netsk and Kherson oblasts.

This report together with Annexes represents
the first Deliverable under the UNDP project
"Promoting strategic planning and financing for
sustainable development on national and sub-
national level in Ukraine” concerning the iden-
tification of correlations between subnational
expenditures and oblast’s dynamics in achiev-
ing SDGs. The report contains the following
components: (1) Chapter 1. Methodology and
limitations; (2) Chapter 2. Results of the anal-
ysis; (3) Further Steps; (4) Annexes with the
Action Plan.
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METHODOLOGY AND LIMITATIONS

The Chapter consists of 3 components:

1. Context of the local budget relations in Do-
netsk and Kherson oblasts;

2. Analysis of the subnational level expen-
ditures in Donetsk and Kherson oblasts
based on the UNDP Budget tagging frame-
work;

3. Identification of correlations between sub-
national expenditures and oblast's dynamics
in achieving SDGs targets indicators in Do-
netsk and Kherson oblasts.

The methodological approach and existing lim-
itations of both components will be discussed
in this Chapter.

11. Context of the local budget relations in Donetsk and Kherson oblasts

The Ukrainian budget system contains
State budget and Local budgets. Local bud-
gets include the budget of the Autonomous
Republic of Crimea, oblast, district budgets,
district budgets in cities and community bud-
gets. Budgets of local self-government are the
budgets of territorial communities of villages,
settlements, cities and their associations.

Local budgets are funds of financial resources
intended for the implementation of tasks
and functions entrusted to self-government
bodies. As a component of the state budget
system and the basis of the financial base
of self-government bodies, local budgets
provide the necessary funds to finance eco-
nomic and social development activities car-
ried out by the governing bodies in the rele-
vant territory.

Local budgets establish certain financial rela-
tions of self-government bodies with practi-
cally all enterprises, institutions located on
their territory and the population of the given
territory in connection with the mobilization
and spending of these budgets. Between local
budgets at different levels, as well as between
these budgets and the state budget, there are
financial relations regarding the redistribution

of financial resources to ensure the effective
functioning of each budget.

Local governments are given broad rights to carry
out economic and social development on their
territory. Article 43 of the Constitution of Ukraine
states that local self-government bodies manage
communally owned property; approve programs
of socio-economic and cultural development and
control their implementation; approve the bud-
gets of the relevant administrative-territorial units
and control their implementation; establish local
taxes and fees in accordance with the law; form,
reorganize and liquidate utility companies, organi-
zations, institutions.

The role of local budgets is to some extent
determined by the amount of gross domes-
tic product that is redistributed through them.
When studying the problem of local budgets,
they should be considered in two aspects.
First, as an organizational form of mobilization
of financial resources at the disposal of local
governments. Secondly, as a system of finan-
cial relations between local budgets and eco-
nomic structures operating in this area; bud-
gets and population of this territory; budgets of
different levels for the redistribution of financial
resources; local and state budgets.
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However, the local budget is only a part of
the financial resources needed to finance all
functions and tasks performed by local gov-
ernments. The independence of local budgets
is guaranteed by and assigned to them on a
stable basis national revenues, as well as the
right to independently determine the use of
local budgets.

The presence of expenses is the reason for
the generation of income. Revenues of local
governments can be classified according to
their sources and economic nature. According
to sources, local government revenues are
divided into tax revenues, non-tax revenues
(payments, revenues from property owned by
local authorities and from economic activities
of communal property enterprises involved by
local authorities in the loan capital market), as
well as transfers from central government and
authorities of the highest territorial level.

Donetsk and Kherson oblasts both have an
underdeveloped potential to become sus-
tainable, safe and comfortable ecosystems
that nourish innovations. The overview of the
region’s profile is presented below:

111. Donetsk oblast

Donetsk oblast is a region in the south-eastern
part of Ukraine, located within the Donetsk coal
basin and is known for its urban sprawl. The
area comprises about 4.4% of the total area of
Ukraine (26,517 km2 before the Russian mili-
tary occupation in 2014).

The region consists of 28 cities of raion and
24 district significance, 21 innercity and 18
rural districts, 131 towns, 253 village councils,
1121 rural settlements. Most urban settle-
ments form communities: Donetsk-Makeevka,
Horlivka-Yenakiyevo, Prytoretskaya, Torezo-
Snizhnyanskaya, Western Donbasskaya and
others. Administrative center — Kramatorsk
(relocated from Donetsk after it fell to the
insurgents).

The population is around 4.1 million residents
(2021 est.): Ukrainians — 56.9%, Russians -
38.2%, Pontic Greeks — 1.6%, Belarusians —
0.9%, others — 2.3%.
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The gross regional product per capita is 49,385
UAH (1,916 USD in 2019). The majority of
the population is employed in manufacturing
(23.9%) and mining (13.9%), 11.6% - in trade
and repair, 79% - in transport, 75% — in edu-
cation, 7.3% - in health care, 6.7% — in agricul-
ture and forestry.

Following the annexation of Crimea by Russia?,
Russian-backed militants  occupying the
Donetsk oblast administrative building declared
independence from Ukraine (7 April 2014), and
staged an unrecognized referendum on sepa-
rating from Ukraine (11 May 2014) — after the
war in Donbas started.

Key facts concerning budget implementation
are presented below:

- During 2018-2020 budget inflows of Kherson
oblast were at the average level of 872%.The
biggest input was by tax revenues (55.2%),
official transfers (38.7%), non-tax revenues
(5.8%), where the income taxes amount for
73.3% of tax revenues in 2020.

- Notably that only in 2020, official transfers
(subventions from the state and local bud-
gets) have brought to the budget less than
50% of revenue.

- The budget expenses on average exceeded
the planned amount (100.7%), and the ex
penses have almost the same value as bud-
get inflows for 2018-2020.

- For 2018-2019 the value of national functions
(where intergovernmental transfers and
higher public administration bodies, local au-
thorities and local self-government bodies,
financial and foreign policy activities together
took 99%) continue to decrease, bringing the
priority to education and economic activities.

- Despite of COVID-19 crisis, the expenses
on healthcare have decreased by 57% for
2019-2020.

- The Donetsk oblast government has shifted
the focus on economic activities: expenses
have sharply increased by more than 180%
during 2018-2020.

The structure of expenses of the oblast budget
is presented at Figure 1.

2 https://en.wikipedia.org/wiki/Annexation_of_Crimea_by_the_Russian_
Federation
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Figure 1. Structure of expenses of Donetsk oblast budget of the period 2018-2020 by functional classification.

Education, 25,1%

As it is seen from Figure 1, Donetsk oblast
focuses 25,1% of expenses in the Education,
followed by the National Functions (23,2%),
investing in the Economic activity 14,9% of the
oblast budget.

11.2. Kherson oblast [ ]

REGION OVERVIEW

Kherson oblast is a region in southern Ukraine.
Its administrative center is Kherson. The area of
the region is 28,461 km?. The Kherson oblast is
administratively subdivided into 18 raions (dis-
tricts) and 3 municipalities directly subordinate
to the oblast government: Kherson (adminis-
trative center of the oblast), Nova Kakhovka,
and Kakhovka. At a lower administration level,
these district-level administrations are subdi-
vided into 658 villages and 36 cities/urban-type
settlements.

The population is 1.06 million, which is 2.5%
of the total population (2021 est.): Ukrainians —
82.0%, Russians — 14.1%, Belarusians — 0.7 %,
Meskhetian Turks — 0.5%, Crimean Tatars —
0.5% and others - 2.2%.

The gross regional product per capita is
59,972 UAH (2327 USD). The Kherson oblast is
considered a Ukrainian fruit basket, as much of
the oblast's agricultural production is dispersed

Social protection and social
security, 12,3%

Spiritual and
physical
developme...
3,2%

throughout the country. Unemployment rate is
10.2%.

Key facts concerning budget implementation
are presented below:

- For 2018-2020 the budget quite smoothed
consumption (on average 98.9% of the
planned budget), while there was a con-
stant non-fulfillment of revenue (93.7%).

- However in 2018 the budget expenses were
higher by 0.2% than the country revenue.

- The share of official transfers decreased
from 71% to 49% in total revenue through-
out the period — the amount of inflows de-
creased twice.

- Funds from the alienation of property be-
longing to the Autonomous Republic of
Crimea and property in communal owner-
ship represented 99.37%, or 1.1% of total
budget.

- Education projects were the major part of
budget spending for 2018-2020, almost
doubling the expenses share during that
period.

- The share of expenses on social protection
and social security had fallen from 17.8% to
3.6% during the period: all programs had
shown a more than 2X decrease. Especial-
ly, for Social protection of war and labor
veterans (25X), Social protection of fam-
ilies, children and youth (35X), and Assis-
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tance in resolving the housing issue (165X)
projects.
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The structure of expenses of the oblast budget
is presented at Figure 2.

Figure 2. Structure of expenses of Kherson oblast budget of the period 2018-2020 by functional classification.

National functions, 24,9%

As it is seen from Figure 2, Kherson oblast
focuses 35,3% of expenses in the Education,
followed by the National Functions (24,9%),

Health care, 11,5%

Utilities,
3,3%

Economic activity, 8,6%

investing in the Economic activity third at 8,6%
of the oblast budget.

1.2. Analysis of the subnational level expenditures in Donetsk and
Kherson oblasts based on the UNDP Budget tagging framework

In order to conduct analysis of the SDG-
related subnational level expenditures in
Donetsk and Kherson oblasts based on the
UNDP Budget tagging framework for Ukraine
covering the period of 2015-2021 to identify
SDGs that are among oblasts’ financing pri-
orities and the ones which are underfinanced
and other peculiarities, the following process
was developed:

1. Gathering of the data. There is a need to gath-
er budgets of each year with the reports on
each budget program. Those documents
are obtained from an open source via the
web-portal of the Ministry of Finance and
from the administrations of Donetsk and
Kherson oblasts via the official request on
information:;

2. Budget tagging exercise. Following the UNDP
Budget tagging framework and the corre-
spondence matrix, the obtained budget in-
formation is to be tagged in order to analyze

the distribution of subnational funds in Do-
netsk and Kherson oblasts by SDGs;

3. ldentification of the oblasts’ financing priori-
ties regarding SDG 2030 Agenda. By assessing
characteristics of the budget programs and
the portion of total expenses, the priority
SDGs and the underfinanced ones are de-
fined.

1.21. Limitations of the data
gathering

Ukraine's state policy in the field of local
self-government is based on the interests of
residents of territorial communities and pro-
vides for transfer of much power, resources
and responsibilities from local governments
to local governments. This policy is based on
the provisions of the European Charter of Local
Self-Government and the best world standards



of public relations in this area. The legislative
basis for a radical change in the system of
government and its territorial basis at all lev-
els began to take shape in 2014. In April 2014,
the Government approved the main conceptual
document — the Concept of Reforming Local
Self-Government and Territorial Organization of
Power. After that, the Action Plan for its imple-
mentation was approved, which launched the
reform. Decentralization reform — the transfer
of powers and finances from public authori-
ties as close as possible to the people - local
governments.®

Under the reform, financial decentralization
was introduced by a series of amendments
to the Budget and Tax Codes. Those amend-
ments proposed the new form of local budget
planning, reporting and coding. After request-
ing the information from the State Regional
Administrations to obtain the reports on Budget
implementation of the period 2015-2021, the
following answer was received:

Pursuant to paragraph 18 of Section VI “Final
and Transitional Provisions” of the Budget Code,
Ukraine's program-target method in the budget
process at the level of the regional budget is used,
starting with the drafting of the oblast budget for
2017. At the same time, in accordance with Article
22 of the Budget Code of Ukraine, the chief admin-
istrator of budget funds prepares reports on the
implementation of passports of budget programs
and evaluates their effectiveness. In addition, we
draw your attention to the fact that in accordance
with Article 28 of the Budget Code of Ukraine, the
heads of budget managers publish by posting on
their official websites. "

The official web-portal of the Ministry of
Finance is an official state portal with open
data on public finances: state and local bud-
gets. The portal presents a glossary of budget
terms, provides information about the budget
process and its participants, and presents indi-
cators of state and local budgets.® However,
only the period of 2018-2021(planned) is avail-
able for the analysis.

% https://decentralization.gov.ua

* From the answer to the request for budget information from First Deputy
Head of the Donetsk Regional State Administration, Ihor Moroz

5 https://openbudget.gov.ua/about-portal
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By visiting the official open portals of the
Donetsk and Kherson oblast administrations,
the reports on the budget implementation
before 2018 are presented in the text form,
discussing the main budget figures, not a data
set with program-based funds' distribution.
The example of the reported budget structure
is presented below, as a fragment of the 2017
oblast report:

It should be noted that in 2017 the social ori-
entation in the use of budget funds was main-
tained and almost 80% of the expenditures
of the general fund of the regional budget
(excluding transtfers to state and local budgets)
were directed to the maintenance of institu-
tions and activities Education — UAH 808.8 mil-
lion, Healthcare — UAH 1,047.8 million, Social
Protection and Social Security — UAH 263.1 mil-
lion, Culture and Arts and Physical Culture and
Sports — UAH 129.6 million. "'

The need to analyze the already reported
expenses and not the planned ones is crucial
for the consistency of the conclusion and rec-
ommendations, due to the low rate of budget-
ary consistency.’

As a result, the task of covering the period
of 2015-2021 can not be properly conducted,
so in order to avoid the inconsistency of
the results, the only consistent period of
2018-2020 was taken into account for the
analysis and the identification of correla-
tions between subnational expenditures and
oblast’'s dynamics in achieving SDGs targets
indicators as the last ones are not available
till February 2022.

Still through consultations with the local author
ities and National Consultant on integration
of SDG financing into Regional Development
Policies, the objectives of the assignment and
the project will be delivered at a high quality
with a continuous data analysis. All the exist-
ing limitations will be addressed in the follow-
ing stages of the project to ensure a basis for
future analytical projects.

8 https://dn.gov.ua/prozora-vlada/byudzhet/zviti/informaciya-pro-
vikonannya-oblasnogo-byudzhetu/vikonannya-byudzhetu-za-2017-rik

" Discussed in section 1.1.3.
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1.2.2. Budget tagging exercise

Following the UNDP Budget tagging frame-
work, budget tagging exercise creates a naviga-
tional matrix of linkages between SDG targets

2
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and relevant local program code for community
and regional levels; and vice versa. Most of the
programs are able to be linked with proper SDG
targets. If the budget program does not follow
the target but is associated with the Goal, it is
linked directly to the goal.

Figure 3. Overview of the budget tagging process for the Local budgets (oblast and community level).?

SDG target

11.2. - BELEY

Local program code

Local program code

Local program code

2LV 11.2.

7693 | 2 E

The “Local budgets SDG tagging_Ukraine” file
is a comprehensive document with usable nav-
igation, however the analysis of any other set
of budget program-based coded data needs to
be done manually. The following integration of
the framework into the national statistics and
financial management will create an opportu-
nity to conduct multilevel analysis for multiple
purposes. As for the assignment, the manual
budget tagging has still provided the expected
result and did not affect the quality of the
analysis.

1.2.3. Identification of the oblasts’
financing priorities regarding
SDG 2030 Agenda

The priority SDGs and the underfinanced ones
are defined by assessing characteristics of
the budget programs and the portion of total
expenses. The process of the identification of
the oblasts’ financing priorities is presented at
Figure 4.

Figure 4. The process of the identification of the oblasts’ financing priorities.

il

2018-2020

Published budgets of

Donetsk oblast

Published budgets of
Kherson oblast

Coapenind iy 105 = |
2018 - 2020 I B Local budgets SDG tagging_Ukraine

SDGs by budgetary
prioritization of the
period 2018-2020

Rate of Budget Consistency of each SDG

Portion in total expenses structure of each SDG

8 UNDP Budget tagging framework



As visualized at Figure 4, the published bud-
get sets of the period of 2018-2020 tagged by
SDGs, following the UNDP framework, are
gathered in a set, that can be evaluated by two
parameters that characterize the SDG in terms
of the budgetary prioritization:

1. Rate of Budget Consistency of each SDG, that is
defined as the average ratio of the amount of
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reported spending to the planned one in the
beginning of the year. Budgetary policy making
is usually limited in time and resources, thus
during the budget shortage period authorities
are cutting the expenses that are not seen as
priority in order to support the vital ones;

2. Portion of total expenses structure of each SDG
of the period 2018-2020.

1.3. Identification of correlations between subnational
expenditures and oblast's dynamics in achieving SDGs targets
indicators in Donetsk and Kherson oblasts

In order to identify the correlations between
subnational expenditures and oblast's dynam-
ics in achieving SDGs targets indicators in
Donetsk and Kherson oblasts, the following
process was developed:

1. Identification of continuous data on public
allocations. As discussed in section 1.1.1.
Limitations of the data gathering, there
are multiple issues with program-coded
expenses tracking through time, as the
programs evolve, change forms and juris-
diction.

2. ldentification of continuous data on SDG
Agenda achievement. In order to proceed
with the analysis of the efficiency of one
or another budget program, it should be
connected to a stable indicator (discussed in
Section 1.2.1.).

3. ldentification of the scope of the analysis. Un-
derstanding the lack of continuous data on
the SDG Agenda achievement, there is a
need to identify the scope of the available
data before proceeding further (discussed in
Section 1.2.2.).

4. Budget tagging exercise in order to align the
scope of the analyzed programs with the
SDG framework.

5. ldentification of the correlations by SDGs
through assessing the vector of change of
the amount of funds spent and the change
of the indicators.

1.31. Identification of continuous data
on SDG Agenda achievement

The order of the Cabinet of Ministers of
Ukraine dated August 21, 2019 Ne 686 "“Data
collection for monitoring the implementation of
Sustainable Development Goals” defines the
principles of monitoring national indicators of
Sustainable Development Goals.®? The national
achievement is monitored by 183 indicators.
However, only 163 are monitored constantly
and do have a historical data of at least 1 year
period.

In the meantime, regional statistics is highly
underdeveloped as a result of multiple fac-
tors, having most of the datasets monitored
by the SSSU without regional disaggregation.
There are 5 indicators of 3 SDGs that can be
monitored at the regional level. Due to the
full absence of the quantitative data regarding
SDG-achievement, after a series of consulta-
tions with the community and regional author
ities, the following proxy is to be used for the
analysis at the current stage of the informatiza-
tion of Ukraine.

Following the UNDP Budget tagging frame-
work, each program is tagged with a spe-
cific Goal or Target, therefore the successful
achievement of the programs tagged with the
Goal, can be described as progress in the Goal
achievement, having the indicators, beneficia-
ries and policy goals being aligned. And vice

9 https://zakon.rada.gov.ua/laws/show/686-2019-%D1%80#Text
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versa, if the programs are shown to be not
successful, it describes the regress of the Goal
achievement.

Each program has its passport and report on
the implementation of the passport. They both

Figure 5. Identification of the correlations by SDGs.

Report on the implementation of the

Ronnrt nn tha imnlamantatinn nf the
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contain section 9, where the resulting metrics
are monitored. By extracting this section and
aligning it with a proper SDG, we can assess
the vector of changes in the progress/ regress
of the Goal achievement as it is presented at
Figure b.

|
Report on the implementation of the 9

Passport of the Program 7350 in 2018

20

Local program code

11.2. ) BEED)

The conclusions of the analysis of the prog-
ress of achieving the SDG 2030 Agenda on the
local level are not objective, but this approach
allows policy makers and policy analysts to
identify main correlations and direction of
changes at the present level of data insuffi-
ciency. In the next steps of the assignment
and overall project the recommendations on
how to improve the monitoring of the SDG
achievment at the subnational level will be
developed.

The continuous dataset of reports on the imple-
mentation of the Program passports are gath-
ered to enable the analysis of SDG achieve-
ment process in the period of 2018-2020. It is
crucial to mention that not all the reports are
formed and published, due to various factors
of the low maturity of budget management in
Ukraine at the subnational level, so definition of
the available scope for the analysis is the next
step to take.

1.3.2. Identification of the scope
of the analysis

The following step of the analysis is to align
the continuous data on public allocations with
continuous data on SDG Agenda achievement
based on the reports on the implementation of
the respective Program passports to identify
the scope of analysis for Donetsk and Kherson
oblasts. The definition of the scope of Program
passports analysis is cascaded by 4 stages: (1)
The total number of codes by Typical program
classification of expenditures and lending of
the local budget; (2) The number of programs,
used for the budgeting in the oblast during
2018-2020; (3) The number of programs, that
have been continuous for 3 years; and (4) The
number of continuous programs that have pub-
lished or sent by request reports on the pro-
gram passport implementation. The process of
the identification is visualized at Figure 6.



\[/
%

CHAPTER 1.METHODOLOGY AND LIMITATIONS

\\

a

Figure 6. Process of the identification of the scope of the analysis.
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As presented at Figure 6, Donetsk oblast has achieving. However, 10 and 5 programs from
10 available continuous programs that can be Donetsk and Kherson oblasts are available for
analyzed, which allows to assess expenditures further analysis.

by 5 SDGs. Kherson oblast has available con-

tinuous programs that can be analyzed, which Therefore, 2 datasets are formed for Donetsk
allows to assess expenditures by 3 SDGs. and Kherson oblasts (being available via = ~link).

Figure 7. demonstrates the structure of the
datasets: (1) SDG; (2) SDG Target if relevant;

1.3.3. Identification of the correlations (3) Program code and description of the pro-

. gram, following the UNDP Budget tagging
by SDGs through assessing the framework; (4) Amount of expenditures during

vector of change of the amount the period of 2018-2020;, (5) Portion of the spent

of funds spent and the change amount from the planned one; (6) Resulting

R metrics from the passport of the program

of the indicators during the period of 2018-2020; (7) Weights

for the metrics if relevant; (8) Average yearly

Two key parameters are needed to properly increase of the funds; (9) Average yearly
identify the correlations between subnational increase of the resulting metrics.

expenditures and oblast’s dynamics in achiev-

ing SDGs targets indicators in Donetsk and Weights for the metrics | Commmonly the effect that

Kherson oblasts: (1) the continuous data on is caused by a complexyearlong policy can not be

public allocations for at least 3 years; (2) contin- measured by one indicator. The SDGs monitoring

uous data on SDG Agenda achievement. system is not fully integrated yet in Ukraine, so is

the efficient data management. In these circum-

As discussed in Section 1.2.1. ldentification of stances the only way to estimate the vector of

continuous data on SDG Agenda achievement, there is changes of the resulting metric for the Target or a

no sufficient data in order to conduct the com- Goal that consists of multiple metrics is to intro-

prehensive research on the relations between duce weights (0-1) for each one that will allow to

the subnational expenditures and SDGs targets estimate an integrated value and the vector of the


https://docs.google.com/spreadsheets/d/1auZl0Xm9BBKXFxCm3sc0zEA_JPk9sYZRgsNkm44pTnU/edit?usp=sharing
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tendencies. The value of the weights is mostly
equally distributed between the metrics, is equal
to 1 if there is only one monitored metric and is
distributed based on the subjective expertise of
the National Consultant if some metrics are more
aligned with the SDG monitoring framework
than others. The weights are to be reviewed and
enhanced by the broader expertise consultations
and deeper econometric analysis with sufficient
data.

Average yearly increase of the funds | Is calculated
as the average percentage change between
2018-2019 and 2019-2020 in order to define
the amount and vector of increase of the spent
funds during the analyzed period.

Average yearly increase of the resulting met-
rics | Is calculated as the average percentage
change between 2018-2019 and 2019-2020
in order to define the amount and vector of
increase of the resulting metrics during the
analyzed period. The percentage increase
is weighted on the weights of metrics and
added up to form an integrated value for each
SDG Target or SDG.

The next Chapter discusses the results of the
methodological approach described here to
the assessment of the Donetsk and Kherson
budget expenditures based on the UNDP
Budget tagging framework during the period of
2018-2020.
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21 Analysis of relations and peculiarities of subnational level
expenditures in Donetsk and Kherson oblasts

This Chapter discusses (1) the analysis of
relations and peculiarities of subnational
level expenditures in Donetsk and Kherson
oblasts based on the UNDP Budget tagging
framework for Ukraine covering the period of
2018-2020 (due to the limitations, discussed
in Chapter 1) and (2) the analysis of the cor-
relations between subnational expenditures
and oblast’s dynamics in achieving SDGs

targets indicators in Donetsk and Kherson
oblasts.

Following the UNDP Budget tagging frame-
work for Ukraine, the analysis of the dataset
of the Donetsk and Kherson oblasts’ expendi-
tures was formed for the period of 2018-2020
by each SDG. The results of the distribution of
each year are presented at Figure 7.

Figure 7. Distribution of oblasts budget expenditures by SDGs in the period of 2018-2020.
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As it is seen at Figure 2.1. SDG #4 has the
highest portion of total expenses both in
Donetsk and Kherson oblasts, as most of the
education institutions are held by the local
budgets. More developed Donetsk oblast is
also showing the higher portion of infrastruc-
ture investments and investments into secu-
rity measures.

Il Donetsk
I kherson

2=4% B,37%
o 7.34%

1,63%
0,09% 0,04% 0,08% 0,08% 0,00%

12 13 14 15 16 17

The distribution of funds is explained by multi-
ple factors, including (1) the capital intensity of
the sector that is mainly targeted by the Goal in
terms of human capital and resources; (2) the
strategic and operational targets of the local
authorities; (3) the level of budgetary prioritization.
Acknowledging the ongoing analytical work of
assessing factors that influence the distribution



[/
%

\\J

ANALYTICAL REPORT

am

of public finances in terms of SDGs Agenda inte-
gration into strategic planning of 2 oblasts, this
assignment is focusing on the identification of
the results of the budgetary prioritization.

The results here are defined as the level
of deviation of the planned amount in the

2,
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beginning of the year and the spent amount
in the end. The budget planning is always lim-
ited in resources and time, so the process of
redistribution of funds during the year occurs
often. The average deviations of each SDGs
in the period of 2018-2020 are presented at
Figure 8.

Figure 8. Average budget consistency as portion of spent from the planned amount of oblasts budget

expenditures by SDGs in the period of 2018-2020.
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By assessing the budgetary data, the parame-
ter of the average deviation of the planned and
spent amount of oblasts budget expenditures
by SDGs in the period of 2018-2020 was intro-
duced. It demonstrates the portion of the spent
amount in comparison with the declared and
planned one and shows the level of budgetary
consistency of the SDG-related spending. As it
can be observed, SDG #14 in Kherson has the
highest level of budgetary consistency, while
SDGs #14,2 in Donetsk have the lowest ones.

Two parameters were used in order to conduct
the analysis of the budgetary priority level of
the SDGs in Kherson and Donetsk oblasts and
to define the most and the least priority SDGs:
(1) Average rate of Budget Consistency of each
SDG, (2) Portion of total expenses structure of
each SDG. The visualization of the results is
presented at Figures 9-10.

Figure 9. SDGs by Rate of Budget Consistency of each SDG and Portion of total expenses structure of each

SDG in Donetsk oblasts.
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Figure 10. SDGs by Rate of Budget Consistency of each SDG and Portion of total expenses structure of each

SDG in Kherson oblasts.
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As seen at Figures 9-10, the average rate
of budget consistency and portion of total
expenses structure do not correlate with each
other. That means that highly dominating SDGs
in the total expenses structure are not safe
under the unexpected circumstances.

Still the SDGs that have the highest budgetary
prioritization can be defined as the ones that
have highest budgetary consistency (higher
than 75%) aligned with the highest portion in
total expenses (higher than 8%).

The identified SDG by highest budgetary prior
ity for Donetsk oblast are presented in Table 1.

Table 1. Identified SDG by highest budgetary priority
for Donetsk oblast during 2018-2020.

A, Budgetary Portion of total
= = SDG ;
o consistency expenses structure

QUALITY
EDUCATION

I!ﬂ l 95,1% 42,9%

GOOD HEALTH
AND WELL-BEING

_/\/\/ 86,7% 18%
L 4

92.1% 9,5%
10 e
p - > 87,5% 10,7%
v
16 g

INSTITUTIONS
2

! 84,4% 8.4%

95,1% as,

Mi1iix

- Percentage of tatal spending
Ml average rate of budgetary consistency
100%
G97,3%

93,6%
92,1%

10 11 12 13 14 15 16 17

The identified SDG by highest budgetary prior
ity for Kherson oblast are presented in Table 2.

Table 2. Identified SDG by highest budgetary priority
for Kherson oblast during 2018-2020.

AW, Budgetary Portion of total
= = SDG ;
o consistency expenses structure

QUALITY
EDUCATION

I!ﬂ l 90,4% 30,3%

GOOD HEALTH
AND WELL-BEING

_/\/\/ 94,1% 17.1%
L 4

92,1% 9,5%

1 [] REDUCED
INEQUALITIES

PN
=)
v

93,6% 11,7%

After the overview of some characteristics of the
subnational level expenditures regarding SDG
Agenda 2030, the analysis of the correlations
with the SDGs targets indicators is presented.
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2.2. The analysis of the correlations between subnational
expenditures and oblast's dynamics in achieving SDGs targets
indicators in Donetsk and Kherson oblasts

Donetsk oblast has 10 budget programs that achievement of 4 Goals and 6 Targets. The
are available for the partial analysis of the scope of the analysis is presented at Table 3.

Table 3. The scope of the analysis of the correlations between subnational expenditures and Donetsk oblast’s
dynamics in achieving SDGs.

SDG number  SDG Target numer

Program code Program name

3 3 2090 Specialized outpatient care
Providing general secondary education at the expense of the local
471, 1020
budget
Provision of general secondary education at the expense of the balance
41 1040 of funds under the educational subvention, which are earmarked,
o allocated in accordance with the decisions of the Cabinet of Ministers
of Ukraine in the previous budget period
4 Provision of out-of-school education by out-of-school educational
471, 1070 L . AR
institutions, extracurricular activities with children
Training by vocational (technical) education institutions and other
4.1, 1090 L,
educational institutions
43. 1110 Professional education
43. 1120 Advanced training, retraining by postgraduate education institutions
44, 1150 Ensuring the activities of inclusive resource centers
Implementation of other measures for socio-economic development of
" 1 7370 .
territories
15 15 8330 Other activities in the field of ecology and protection of natural resources
Public finances wunder SDG 4 Quality results of the Budget tagging exercise for
Education have the most stable character, Donetsk oblast in the period 2018-2020 are
thus are continuously spent and reported presented at Table 4. The dataset for further
in the same format, as well as other state analysis and enhancement is available by the
and community managed institutions. The = link.

Table 4. Average increase in the spent amount and average positive increase of the declared achievements
during the period 2018-2020 by SDG Targets in Donetsk oblast.

SDG number Program code

Average yearly increase of the funds  Average increase of the positive effect

3 2090 -20,48% -10,74%
1020 2,06% -31,50%
1040 -4,85% -28,30%
1070 -92,01% -89,06%
4 1090 517% 9,10%
1110 14,07% -5,13%
1120 -87,25% 150,73%
1150 -6,07% -29,3%
1 7370 -40,91% -7,50%
15 8330 -36,47% 18,47%



https://docs.google.com/spreadsheets/d/1auZl0Xm9BBKXFxCm3sc0zEA_JPk9sYZRgsNkm44pTnU/edit?usp=sharing

As seen at Table 4 and in the database, SDG
#4 has partially positive dynamics in terms of
spent investment despite the pandemic. The
expenses of programs 2090, 1070, 1090 do
have the same vector and magnitude, which
might demonstrate that the expenses are cal-
culated based on the expected result, thus the
multicollinearity is present, but the budget pro-
gram is indeed consistent with the resulting
metrics.
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On the other hand, programs 1020, 1110, 1120
and 8330 have a polarly different vector of
change over time for funds spent and results
achieved. That indicates that the budget pro-
gram is not aligned with the indicators.

Kherson oblast has 9 budget programs that are
available for the partial analysis of the achieve-
ment of 3 Goals and 6 Targets. The scope of the
analysis is presented at Table b.

Table 5. The scope of the analysis of the correlations between subnational expenditures and Kherson oblast’s

dynamics in achieving SDGs.

SDG number SDG Target numer Program code Program name
16 16.7 180 Other activities in the field of public administration
7330 Implementation of other measures for socio-economic development
1 " of territaries
7693 Other measures related to economic activity
41 1040 Government subsidies for special education conditions
41 1040 Other programs, institutions and activities in the field of
education
Advanced training and retraining provided by postgraduate
44 1120 e
education institutions
4 Training by vocational (technical) education institutions and other
45 1090 . R
educational institutions
Provision of general secondary education for children with a need for
47 1070 help with physical and (or) mental development by boarding schoals,
schools and other educational institutions
47 1050 Ensuring the activities of inclusive resource centers

Kherson oblast performs the most stable
financing and reporting towards education
as it is the largest receiver of the subnational
public investment. Additionally, the stable
throughout the years policy making towards

economic development has resulted in a con-
tinuous opportunity to monitor the efficiency of
the program. The results of the Budget tagging
exercise for Donetsk oblast in the period 2018-
2020 are presented at Table 6.

Table 6. Average increase in the spent amount and average positive increase of the declared achievements

during the period 2018-2020 by SDG Targets

in Kherson oblast.

SDG number Program code Average yearly increase of the funds  Average increase of the positive effect
16 180 3.63% -1.90%
” 7330 -7.45% -15.71%
7693 0.10% 0.03%
1040 0.46% -10.48%
1040 -2.32% 21.28%
4 1120 46.77% -78.88%
1090 -80.42% -47.04%
1070 -75.35% -79.12%
1050 -60.17% 0.00%
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As seen at Table 5 and in the database, the
expenses of programs 7330, 1090, 1070 do have
the same vector and magnitude, which might
demonstrate that the expenses are calculated
based on the expected result, thus the multicol-
linearity is present, but the budget program is
indeed consistent with the resulting metrics.

On the other hand, programs 1040, 1120 have
a polarly different vector of change over time
for funds spent and results achieved. That indi-
cates that the budget program is not aligned
with the indicators.

It is impossible to state the presence of any
sort of causality or relation between the com-
pared parameters due to the limited datasets,

FURTHER STEPS

The assignment will be continued to further
2 stages, each of them will be finished in the
outlined in the TOR timeline with the following
deliverables:

e C(Catalogue of opportunities for financing the
SDGs' achievement using national, sub-
national expenditures and SDG-related
international technical assistance, that
will be prepared based on the report pro-
duced within Deliverable #1 and includ-
ing information provided by the National
consultant on integration of SDG financ-

however the approach does provide an useful
tool to access the SDGs 2030 Agenda achieve-
ment at the subnational level in Donetsk and
Kherson.

Overall, the analysis of the SDG-related sub-
national level expenditures in Donetsk and
Kherson oblasts based on the UNDP Budget
tagging framework for Ukraine covering the
period of 2015-2021 has shown the critical for
similar tasks insufficiency of continuous data
concerning budget planning and reporting. The
following stages of the assignment will be fol-
lowed by developed recommendations on how
to establish an efficient data-management eco-
system to enable analysis for better and more
sustainable decision-making.

ing into regional development policies (till
January 31, 2022).

¢ Organized and developed public event with
invitation of all relevant stakeholders, in-
cluding government agencies, business
associations, civil society organizations, in-
ternational donors, with the agenda, list of
participants, drafted invitation and presen-
tation of the developed deliverables for fur
ther feedback (till February 15, 2022).

e Final report on the project with the final ver
sion of developed materials (till March 1, 2020).
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The summary notes of the alignment meet-
ing between Dr. Andrii Dligach, the National
Consultant on identification of correlations
between subnational expenditures and oblast’s
dynamics in achieving SDGs; Mr. Dmytro Lyvch,

Table A1. Summary notes of the alignment meeting.
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National Consultant on integration of the SDG
financing approach into regional development
policies (Nov. 2021 - present); and on SDG
Budget Tagging (May 2021 — September 2021),
are presented in Table A1.

Topic of the discussion Main outcomes of the discussion

Methodological approach of the analysis National Consultants have agreed on the methodology of work:

of reg|qnal SDG-related expenses and 1. All the assignments will be conducted in an unbiased form, relying solely on
strategies, common work and data- the quantitative and qualitative analysis;

management.

2. The engagement of the Kherson and Donetsk Regional State Administration on

each stage of the project to ensure the inclusivity and the transparency of the

process,

3. Communication with the administrations and other external stakeholders is to
be conducted complexly aligning two assignments in an one-voice project to
ensure the consistency of data and communication results;

4. Mr. Lyvch will be responsible for the communication with the stakeholders for
the 1st Deliverable.

5. Program coding of the expenses is analyzed on the basis of the Local Budget
SDG tagging exercise.

Structure of the Deliverables All the deliverables of the assignments will be presented in one format, having the
following outline: (1) common unified Introduction, (2) Methodology of the task and
limitations, (3) Results, (4) Further steps.

Exchange of the materials National Consultants have agreed on the constant exchange of the materials every
Tuesday to align the deliverables into a complex system of analytical information
regarding the SDGs integration in Kherson and Donetsk oblasts.

Development of the action plan Both assignments will follow the common timeline with stages, defined by the
detailed action plan presented as ANNEX B.
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November 25 December 1 December 31 January 31 February 15
Deliverables 1 Deliverable 2 Deliverabla 3
; : Request is ready and = Action plan with e - The public event is organized
Klcaitimesting sent to stakeholders concrele timeframe g:;:':z“u*:; g%sp":“"'"“ for and developed
+ Analytical reports 9 + Draft of documents updated
Analysis of obtained data and l Jenua February 7
: ry 10
reparation of the s
_— - Public event with
&) [ ] @] ) @—@ coordination meeting 2 & » invitation of relevant
P tion stakeholders
of the
request on T
information { . . .
November 29 December 1-13 January 5 l February 28 March 31
Deliverable 2 Del ble 3
Replies on request Receiving the feedback * Regional SDGs indicators identified BT R el Ariad
Coordination meeting 1 received and processed and amendment of the + Draft strategies on SDG and E:veloped s
for further analysis materials if needed implementation developed

W amendrments develonad + Draft of documents updated

National consultant on identification of eorrelations bet ubmational
Maticnal on integration of the SDG fi

Mutual work

and oblast®s dynami
approach inte regional development policies, Mr. Dmytro Lyveh

in iewing S0Gs, Dr. Andrii Higach
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