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Ukraine currently faces the challenge to improve its competitiveness in light of the major
structural transformations taking place in the world economy. Some believe that the
administrative-territorial reform in favor of decentralization would unlock the country’s
regional potential which would fuel economic growth. While others consider
decentralization to be too risky to embark for in the current absence on necessary checks-
and-balances and too un to prioritize.

Advocates of decentralization argue that it would help to implement regional development
strategies in a more effective way. Local governments are better aware of the local problems
and can react to the challenges faster. Furthermore, decentralization will help to match
authority and responsibility as the consequences of any decision will be faced by decision
makers themselves. System accountability is likely to improve, as people in charge of policy
making will be those elected by citizens. Furthermore, decentralization will stimulate
competition for investments among the regions leading to business climate improvement.
However, opponents argue that the country’s regional competitiveness improvement is to
be approached centrally. Ukraine needs a strong national policy of regional development
favoring growth of the highest potential regions. During the times of economic crisis
resources should be targeted towards the most promising places rather than scattered
around the country. Furthermore, qualifications and competences of local politicians can be
not adequate for proper regional strategy development. Finally, there are a number of
deprived areas in Ukraine where independent local financial bodies simply can not function.
The Debate provided a platform for a constructive discussion of these competing ideas, in
which major Ukrainian and foreign political players, economic experts, and members of the
public could participate. The Debate is intended to increase public awareness of the issue of
decentralization and to contribute to the formation of educated socio-political consensus
concerning the further reform agenda.
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s}o} Cu'CEE C e u”@entralized governance structure is the Soviet Union legacy which
led to its collapse. We are impacted so severely by economic crisis because we did not
conduct necessary reforms in time. Poland decentralised and as a result they have strong
local communities which allows them to grow dynamically and to solve local problems
quickly. Local governments better understand local problems and are more motivated to
serve people’s needs as they reside locally and want to be re-elected.”

W] & EE ]P'Decentralization is not a priority for Ukraine as disparities among regions
are not so dramatic, regions already trade more with the rest of the world than among
themselves, and you still need good infrastructural linkages between East and West. The key
problem of Ukraine is to make central government work to provide for legal order and non-
distorted competition, to fight corruption and to develop infrastructure. Regions can’t
substitute for the state in developing strong industrial policy to let Ukraine move from
commodity-based economy and climb up the ladder of value added.”

/E]J¥Z | u :“Ukraine will have to decentralize if it wants to be effective, as it is one of
the largest European countries with diverse regions, the level of corruption is extremely
high, and external and internal environment is very turbulent. The larger is the country the
harder it is to manage centrally. The longer money stay in the system being transferred up
and down the greater proportion is stolen. The more turbulent is the environment the more
fast and flexible the system should be. Decentralisation empowers people stimulation
growth of lISALI2y&16fS local government capable of making fast and informed decisions.

s}o} Cu@d@ e “During the crisis the stakes are too high. Therefore, any
decentralization, especially financial, should be carefully thought through. Currently the
budget is formed by 5 regions while 22 regions live on donations from the centre. Therefore,
| argue for gradual transition towards decentralization. | also believe that decentralization
will not work if we don not establish strict vertical accountability system beforehand.”
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s}o} CugZ & “We should first establish order in public finance. In France as in
Ukraine local budgets are composed of local revenues and inflows from the center.
However, the difference is that a mayor can’t spend a cent without the federal treasurer’s
approval.”

s B*"Z op Z WO}C}HEeZC S} u“Cagtee that central budget funds spending should
be strictly controlled. However, another problem is that currently the central government
decides upon the amount and the purposes on which the money is to be spent without
consulting the local governments. Therefore, locally we can’t optimize budget spending. |
argue for priorities to be set by local governments and further negotiated with the center.”

s}o} CuQEE C e uNWQurrently to change a heating main in the city | have to seek
approval in Kiev. This is nonsense!”

AZ w ES UDACIE * % E}IZWBe central government did not succeed in
improving our competitiveness, | am sure we are to do a better job!”
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Please visit our dedicated website www.debaty.org to:

Watch videos with previous debates

Launch a new topic

—
__J \/ote on a motion
—
—

Participate in a forum discussion

Debate videos can also be accessed via the Foundation’s YouTube YUU -I-uh"él
account http://www.youtube.com/user/FEGUkraine

We would appreciate your participation in our next Debate on the motion:

Date: February 25, 2010
Venue: Teacher’s House, 57 Vladimirskaya str., Start time: 15:45

FEG, 23-F Kudryavskaya str., Kiev, 04053, Ukraine, tel.: +380 44 501 41 00
feg@feg.org.ua
www.feg.org.ua
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