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INTEGRAL APPROACH TO RESIDENTIAL PROPERTY BUILDING STATE POLICY
IMPLEMENTATION IN THE CONTEXT OF THE POWER DECENTRALIZATION

The aim of the article is to substantiate the integral approach to residential property building state policy
implementation in the context of the power decentralization. The objectives in the article are achieved using the
following research general and special methods: analysis and synthesis, systematization and generalization,
dialectical approach, causation. The integrated approach to implement the state policy on residential property
building at the expense of the population has been further developed. This approach is based on
decentralization of the state regulation of residential property building industry. Structural and logical scheme
of the existing system of residential property building industry state regulation at the expense of population was
formed. This will allow the solution of the problems in the process of residential property building on spots in a
fairly short time due to the efficient distribution of functions among the various branches of state power and
their assigned responsibility. The stages of renewal of financing the process of residential property building
under the principle of decentralization are presented in the work. The article substantiates that the application
of an integral approach to implement the state policy of residential property building, based on the principle of
power decentralization. It will allow the increase in the level of public confidence in the residential property
building industry. Given the experience of solving the housing problem in different countries, we suggest to
build the state housing policy in Ukraine, taking into account the specific opportunities available and financial
instruments already existing.

Keywords: residential property, residential property building, state policy, residential property building
process state regulation, power decentralization.

Introduction. The decisive role in the state’s housing stock formation belongs to the chosen
state policy, based on regulation and supervision. Given the experience of solving the housing problem
in different countries, we suggest to build the state housing policy in Ukraine, taking into account the
specific opportunities available and financial instruments that already exist. Such approach allows not
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only to shorten the time to implement the regulatory functions of the state, but also to raise the
population’s funds to finance the residential property building.

The main objective of the state in solving the issue of residential property building industry
development, in our opinion, is to create the safe and equal conditions for all its participants. At
present, there is a low and ineffective level of state regulation in the area of residential property
building, in particular, it goes about the non-compliance with the laws, and the low level of rights
protection of the citizens involved in the residential property building process. At the same time many
legal conflicts regarding the relations' regulation between the participants of the residential property
building industry arise. The corresponding state policy should be comprehensive and consistent.

Literature review. The mechanisms of functioning in the industry of residential property
building were researched by such scientists as A. Asaul, V. Geiets, lu. Mantsevych, L. Poliakov,
I. Salii. Important contribution to the development of the regulation principles in the public
administration system has been made by such Ukrainian and foreign scientists: M. Akulov,
V. Bukiashvili, V. Grechanyk, L. Dmytrychenko, D. Zukhba, A. Larionov, lu. Osypov, A. Pinchuk, O.
Tyshchenko, etc. Theoretical and practical aspects of financing the residential property building
industry state regulation have been investigated in the research works of such scientists and
professionals as: B.Vinnik, L.Havrysh, O.Haneva, O. Hrytsenko, N. Dotsenko-Belous,
V. Kravchenko, V. Omelchuk, V. Poliachenko, L. Remniova, T. Fesenko, 1. Chalyi, etc.

At the same time, in spite of the sufficient number of research publications, as well as the
considerable theoretical and practical contribution of Ukrainian scientists, the issues of residential
property building state regulation require further research.

The purpose of the article is to substantiate an integral approach to the residential property
building state policy implementation in the context of the power decentralization.

Results and discussion. Till today all the issues related to these problems were resolved
partially. There are no uniform methodological bases to build an integrated approach to the
implementation of residential property building state policy with raising the population’s funds. The
correspondent regulations also are non-existent.

Given the above, we have developed a structural and logical scheme of the existing system of the
residential property building sector state regulation with raising the population’s funds (Fig. 1).

With this scheme it is easy to investigate that few funding routes, used in the residential property
construction, are covered by state regulation. They remain outside the legitimate "field", which leads to
fraud by unscrupulous residential property building process participants and to the emergence of the
inequality principle. In our opinion, this is not only unfair to all the participants, but it is also a kind of
the state's negligence. The use of investment and other agreements involving the raising of population's
funds for residential property building is the direct violation of the existing law, because, according to
the current definition, financial services are transactions with financial assets carried out in the
interests of the third parties at their own expense or at the expense of those persons, and in the cases
provided for by law, also at the expense of financial assets raised by the other persons, for profit or
preservation of the financial assets' real value [1].

Thus, using investment and the other agreements in the process of residential property building is
a financial service. And the law stipulates that, when providing financial services to investors-physical
entities, this type of activity is, first of all, subject to licensing; secondly, a specific state regulatory
authority should supervise their activities, and thirdly, appropriate taxes to the state budget must be
paid. The lack of sufficient state control over the certain stages of residential property building and a
clear algorithm for regulatory action by the state in the event of specific problems related to financing
of residential property building remain to be a serious problem. This means that there are no measures
to prevent the obstacles in the financing of residential property building, and there are no instruments
to influence the situations if the problems occur. This leads to a sense of impunity for unscrupulous
participants in the process of residential property building. To generalize, all existing shortcomings
hindering the full development of residential property building with the involvement of population's
funds can be divided into such groups: inequality of participants; lack of comprehensive state
regulation; lack of population' rights sufficient protection; the absence of a single regulator of
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financing the housing construction, which leads to different rules of activity; violation of the
punishment principle irreversibility.
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Fig. 1. The existing system of the residential property building sector state regulation with
raising the population’s funds in Ukraine
Source: developed by the authors

So, in order to build an effective state regulation of residential property building industry, we
suggest to implement it in the framework of the following basic approaches: improvement of
residential property building industry state regulation in the areas previously defined by us and
decentralization of state regulation.

The suggested approaches are based on three main principles: optimal distribution of powers for
residential property building among state regulators to control all the participants; providing the state
regulators with highly effective influence instruments that should be appropriate to the scope of their
powers; the clearly defined responsibility of the state regulators to the investors-physical entities and to
the state for their actions’ legality [2].

Only providing that there is a balance of powers, instruments of influence and responsibility we
will get the effective state regulation. The more effective is the latter, the better the needs of the
population are met and the more attractive conditions are created to raise the funds on residential
property building.

Taking into consideration the proposals presented in the previous researches, we consider it to be
appropriate to add the requirements to the algorithm of residential property building industry state
regulation when raising the population's funds in Ukraine:

- the problem of inequality of residential property building process participants can be solved
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with the help of state regulators at all the stages of construction: identification of the credit and
financial route of raising funds for residential property building. In case if these requirements are
ignored, certain financing routes in the area of residential property building are strictly regulated by the
state authorities and the relevant legislative acts, but the other routes are not defined and do not have
the state regulator. This situation leads to inequality between the managing companies and triggers the
cases of fraud in the area of residential property building;

- lack of the necessary highly effective instruments of influence from state regulators: in the
event of problems with the process of residential property building and complaints from the
population, the legitimate opportunity to influence the unscrupulous participants of the residential
property building process is not always there. Often, complaints from the public are ignored by
officials, the residential objects of unfinished construction appear. It leads to a slowdown in the
development of residential property building in general, and to an increase in public distrust to
developers and managing companies;

- a clear definition of state regulators responsibility to the population: as of today, due to the lack
of instruments of influence, the state authorities only "throw their hands up", proving to everyone their
helplessness and absence of state housing policy in the process of residential property building. Many
investors-physical entities are left without the desired housing, without state support, and at best they
posses the property rights to unfinished objects of residential building. The indicator of quasi-
statehood in residential property requires from the state the creation of safe conditions for functioning
the residential property building industry to ensure and guarantee the rights of the population.

Taking into account the existing shortcomings in the process of residential property building and
the approaches we suggest to take as a basis, we propose an improved algorithm of the residential
property building state regulation system (Fig. 2).

However, this system will not be effective, in our opinion, if the second approach we have
defined is not taken into consideration - power decentralization in the area of residential property
building. Because practice proves that solving problems locally is faster and much more efficient [3].
Local authorities have better understanding of the demand and supply of the local residential property
market and of any problems that may arise during the construction. For example, it would be logical to
use building materials available in the region, as this, in turn, will not only reduce the cost of
construction, but also increase the output of local businesses and have a positive impact on the region's
economic performance.

The decentralization of power involves both political and administrative aspects.
Decentralization can be territorial - the displacement of power from the central city to the other
territories, and it can be functional - by delegating decision-making powers from the main body of any
branch of government to lower-level officials [4]. This process was named as «new public
administrationy», and was described as decentralization, subject management, competition between the
government and local coordination [5].

In local practice, the principle of decentralization in the area of residential property building
should be a priority. It should begin by addressing the problems related to unfinished residential
property building, with three main components, on which the effective government regulation
depends, taken into consideration: powers, instruments of influence and responsibility.

To date, state regulation has been taking place under the Soviet centralized system of governing,
and this was effective when all the residential property was state-owned and was constructed at the
expense of state-owned enterprises. However, the situation has now changed dramatically — only a
small proportion of state-owned enterprises are engaged in the construction of residential property. It
mostly became the prerogative of private enterprises, and here the centralized system of state
regulation is ineffective.

In addition, the situation with state regulation in the area of residential property building is
complicated by the intricacy of the administrative and territorial structure [6]. At the local level, there
is no clearly defined branch of power, regulating the residential property building at the level of
region, district or city. Thus, it is unknown who in this case has the power to regulate, what kind of
influence tools they can use to influence the participants of the residential property building process,
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and who is responsible to the population for stopping the construction, and to the state for compliance
with the current legislation.
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At present, there is no clear division of powers between the authorities regarding the territorial
and administrative system. During the repeated appeals of citizens, each branch of power redirects the
problems from one establishment (or body) to another. As a result, the problem of an unfinished
construction of the residential building is delayed for tens of years. And if the complaint goes to the
central executive authority, including the Ministry of Communities Development and Territories of
Ukraine, the National Securities and Stock Market Commission, the National Commission for State
Regulation in the area of financial services markets, the National Bank of Ukraine, they cannot take an
effective decision on a case-by-case basis because they do not understand the current situation.

In order to implement the reform of local self-government successfully, we deem it necessary to
optimize the powers of executive committees and administrations with regard to the tasks and
functions of control, supervision and implementation of state policy, and to redistribute legally with
the powers of local self-government, namely the local councils. It is by such rules that the European
approach is implemented in most parts of the civilized world. It complies with the European Charter of
Local Self-Government, ratified by Ukraine in 1997.

The problem of unfinished residential property construction cannot be solved because of the
residential property building industry state regulation centralization. This, in turn, leads to a loss of
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public confidence in both local governments and the central ones. The lack of effective state regulation
of the residential property building industry leads to its decay in the regions, increase in social tensions
among investors-physical entities and economic degradation at the local level [7]. So, as a result, we
have an ineffective, irresponsible, cumbersome and centralized model of state regulation of the
residential property building industry that cannot meet the needs of the population, the major investors
of the industry.

We deem it necessary to reform the system of the residential property building industry state
regulation. The new approach to state regulation should be based on the fullness of powers,
instruments of influence and determination of responsibility of local self-government bodies to the
population and the state. In our view, there are five steps to take: define the territorial basis where
exactly the state regulation at the local level should be implemented; differentiate clearly the power
between the local self-government authorities of other levels of administrative and territorial structure;
distinguish the power between the local governments and executive authorities; define the necessary
list of instruments of influence at each level of regulatory authority; establish an accountability
measure of local self-government bodies responsibility to the population and the state.

Given these suggestions, let's present the stages of renewal the financing of the process of
residential property building under the principle of decentralization (Fig. 3).

Stage 1: uniting investors of the unfinished residential building object
Investors-physical entities unite into the housing and construction cooperative or an association of
co-owners (legal entity)

Stage 2: informing the local authorities on the problematic object
The housing and construction cooperative, or an association of co-owners Investors-physical
entities of the problematic object, addresses to the local authorities, which by their decision form a
temporary administration

e

Stage 3: introducing the temporary administration
The temporary administration makes the audit of all the components of the unfinished residential
building object and makes the conclusion with regard to the most appropriate scenario for restoring
its financing and construction

e

Stage 4: elaborating the decision on an unfinished residential building object by local
authorities
The conclusion is submitted to the local government and, if necessary, the following procedures
are carried out: re-registration of the land lease, change of the developer or managing company,
submission of the case to the court
or local law enforcement agencies

Fig. 3. Stages of renewal the financing of the residential property building process
Source: developed by the authors

According to the suggested stages of financing the process of residential property building
renewal with raising the population’s funds by the distribution of powers, instruments of influence and
responsibility, it looks as follows:

1. The Parliament of Ukraine.

- powers: develops and improves the legal provision, controls its implementation regarding the
development of residential property building industry with raising the funds from investors-physical
entities;

- instruments of influence: laws, codes, research, scientific examination of bills, etc.;

- responsibility: for the adoption of legal acts on the development of residential property building
industry with raising the funds of investors-physical entities compared to the real needs of the industry.
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2. The Cabinet of Ministers of Ukraine.

- powers: defines the main directions of the residential property building industry development
with raising the funds from investors-physical entities in accordance with the country's development
general strategy, submits the proposals to improve the legislation;

- instruments of influence: directions, decrees, concepts of the residential property building
market functioning;

- responsibility: for implementation, adequacy, compliance of the developed instruments with
the current legislation and the real needs of the industry in compliance with the laws, the Constitution
of Ukraine, acts of the President of Ukraine.

3. Ministry of Communities Development and Territories of Ukraine, the National Securities
and Stock Market Commission, the National Commission for State Regulation in the area of financial
services markets, the National Bank of Ukraine.

- powers: form the policy on the property building industry proper functioning, exercise full
control over all the participants in the residential property building process, provide the local
governments with the necessary qualified staff, participate in the work of the temporary
administrations, consolidate the reports and conclusions on renewal efficiency of residential property
building financing and submit its recommendations to the legislative and executive branches of power;

- instruments of influence: state policy, methods, directions, orders, dispositions, etc.;

- responsibility: for the overwhelming analysis and control over the functioning of the residential
property building industry and timely responding to changes in the market.

At local government level, the distribution of powers, instruments of influence and responsibility
is as follows:

4. Local authorities.

- powers: control the residential property construction, respond to all the addresses from the
participants of the residential property construction process, initiate the creation of temporary
administrations, control the necessary audits of the object of unfinished residential property
construction and on the results of the audits conducted, decide on possible ways to resume the
financing of residential property construction;

- instruments of influence: directions, decisions on the local level, addresses and inquiries to the
highest authorities of executive and legislative power, etc.;

- responsibility: for monitoring all the constructions of residential property on the local level,
timely response to problems, which occurred during the residential property construction.

5. Temporary administration.

- powers: carries out the financial and project audit of the unfinished residential property
construction object and reports the results to the local authorities;

- instruments of influence: the information inquiries to all the participants in the residential
property construction process, applications to the local authorities;

- responsibility: for the proper quality, the reliability and objectivity of the consolidated data on
the residential property building object.

It is this division of powers that should be the impetus to implement an integral approach to state
regulation of residential property building policy, since the effectiveness in this case depends on
creation of effective mechanisms of influence (Fig. 4).

Conclusions. The model of integral approach to the state policy of residential property building
at the expense of the population is based on decentralization of the residential property building
industry state regulation; it allows to solve the problems in the process of residential property
construction on spot in a relatively short time due to the efficient distribution of functions among the
various branches of power and their assigned responsibilities. This allows for increase in the level of
trust of the population to the process of residential property building, which will increase the amount
of funds attracted and have a multiplier effect on the national economy.
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BH3 Ykooncninku «IloaTaBChKuM YHIBEPCUTET CKOHOMIKH 1 TOPTIBIIIY,
M. IlontaBa, Ykpaina

IHTECPAJTBHUIA IIAXIJ 1O PEAJII3ALIT IEPKABHOI IIOJITUKHA BY AIBHULTBA
"KUTJIOBOI HEPYXOMOCTI B KOHTEKCTI JEHEHTPAJII3ALI BJIAJIU

Ilpobnema. Bupiwanvuy ponv y npoyeci (popmy8arHwus Hcumiogoeo (ordy depicasu gidiepac obpana
O0eparcasHa nonimuka, wo Oy0yemubca Ha 3acadax pe2ynto8anus ma Haz2nady. Bpaxoeywuu 00ceio po3s s3anHs
AHCUMN0BOL NPOOIEMU 6 DIZHUX KPAIHAX, NPONOHYEMO OY0Y8amu O0EepPAHCABGHY HCUMNO8Y NOLIMUKY 6 Ykpaiui 3
VPAXYBAHHAM KOHKDEMHUX HASAGHUX MONCIUBOCMEl | 6dice ICHYIoUUX (hinancosux incmpymenmis. Taxuti nioxio
003801UMb He MIAbKU CKOPOMUMU YAC WO0O00 IMNIeMeHmayii pecyisimopHux QyHKYiu Oepicasu, a MmaxKoxtc
s3anyuumu 00 QiHanHCcy8anHHs 2any3i O6yOiHUYMEA HCUMIL0B0I HepyXxomocmi Kowmu Hacenennsa. Hatieonosuiwum
3A60aHHAM 0epiCcasdU Y BUPTUWEHHI NUMAHHA PO36UMKY 2any3i OVOIGHUYMBA JICUMI0B0I HEePYXOMOCMI €
CMBOpeHHsT Oe3neyHux, pIBHOYIHHUX YMo8 Oaa 6cix ii yuachukie. Hapasi cnocmepicacmvcsa Huzvkuill i
ManoepexmusHuil pigeHs 0epHCABHO20 pe2ylt08aHHA 2dNy3l OYOIHUYMEA HCUMI0B0I HEePYXOMOCHi, 30KpeMda
i0emvcsi npo HeOOMPUMAHHS 3AKOHI8, | NPO HU3LKULL PIGeHb 3aXUCMY NPA8 cpoMadsH Kpaiuu, axi bepymv
yuacms y npoyeci 6yoieHuymea sH#cumaogoi Hepyxomocmi. OOHOYACHO GUHUKAE Oe31iY IOPUOUYHUX KO3 U000
8pe2YI0BAHHS BIOHOCUH MIJHC YHACHUKAMU 2a1y3i OYOIGHUYMEA HCUMA080I HEPYXOMOCHI. [lepaicasHa noaimuxa
8 YbOMY NUMAHHI NOBUHHA DYIMU KOMNLEKCHOI0 MAd NOCAI008HOI.

Mema cmammi noiseae 8 0OIPYHMYSAHHI IHMeESPAIbHO20 HIOX00Y 00 peanizayii 0epicaeHol NoaimuKu
0Y0iBHUYMBA HCUMLOBOT HEPYXOMOCTI 8 KOHMEKCMI OeyeHmpanizayii 61aou.

Pezynomamu. 11i0 uac 00cnioxcenHs cOpMOBAHO CMPYKMYPHO JNO2IUHY CXeMy ICHYIOYOI cucmemu
0epoHCcasHO20 pecyloeants 2any3i 0YOiGHUYMBA JHCUMTOB0I HEPYXOMOCHI 13 3AAYUEHHIM KOWMI6 HACEeNeH s, 3d
00NOMO2010 KOT 1e2KO O00CAIOUmU, W0 He 8Ci Mapupymu (QIHAHCYBAHHS 3ATYYEHHS KOWMIE HACEeNeHHs, 5Ki
BUKOPUCMOBYIOMbCA NI0 4ac OYOigHUYMEA IHCUMI0B0I HePYXOMOCHI, OXONJIOE 0epiCcasHe pecylio8aAHHA.
Bpaxosyiouu  icuyroui  nedoniku 6 npoyeci OVOIBHUYMBA  JHCUMAOBOI  HEPYXOMOCMI  3ANPONOHOBAHO
600CKOHANIEHULL ACOPUIMM CUCTEMU OEPACABHO20 Pe2yi08aHHs 2any3i 0YOIBHUYMEA HCUMI0B0T HEPYXOMOCHII.
Apeymenmosano, wo npunyun OeyeHmpanizayii y eanysi OyO0ieHUYmMEa HCUMI0B0I HepyXomocmi mae Oymu
npiopumemuum y GIMYUZHAHIU NPAKMUYi, AKUU CII0 po3noYamu 3 po38 A3aHHs NpodiemM i3 AHCUMIOBUMU
00 ’exmamu He3agepuieH020 OYOIGHUYMBA, BPAX0BYIOYU MPU OCHOBHI CKIAO08I, 8I0 AKUX 3ANeHCUMb eheKxmugHe
OdeporcasHe pe2ynt8aHHs NOBHOBANCEHHs, [HCMPYMeHmu 6naugy ma eionosgioarvHicms. (OOIPYHMOBAHO
npono3uyii. wooo pedopmMy8aHHS CUCTIEMU OEPAUCABHO2O Ppe2YNIO8AHHA 2any3i 0)YOI6HUYMEA HCUMIOBOL
Hepyxomocmi. Hoeuil nioxio y depoicagHomy pe2ynioganii noGUHeH IPYHMYSAMUCs Ha NOGHOMI NOGHOBAIICEHD,
IHCMPYMEHmie 6NAU8Y Ma GUSHAUEHHS BION0GIOANbHOCIE MICYEBUX OP2AHI8 CAMOBPAOYEAHHS Neped HACEICHHAM
i Odeparcasoro. Jlna ybo2o 3anponOHOBAHO. BUBHAYUMU MEPUMOPIANbHY OCHO8Y, Oe came Clio 30iliCHI08amu
depoicasHe pe2ynio8anis Ha MICYEBOMY PIBHI, UIMKO POZMENCYBAMU NOBHOBAICEHHSL MINC MICYE8UMU OPeAHAMU
CamMo8pA0Y8anHa THUUX DIBHI8 AOMIHICMPAMUBHO-MEPUMOPIATLHO20 YCMPOIO; PO3MENCY8AMU NOBHOBANCEHHS
Midic MicyesuMU OpeaHaMU CAMOBPAOYBAHHS MA BUKOHABUUMU OP2AHAMU, GUSHAYUMU 30 KONCHUM piéHeM
Op2aHi8  0epIHCABHO20 Ppe2YNI0BAHHS HeOOXIOHULl Nepenik [HCMPYMeHmie 6Naugy; CMAHOGUMU MIPY
BIONOGIOAILHOCMI OP2AHIE MICYEB020 CAMOBPIIVEAHHS neped HACENeHHAM ma Oepaicasolo. Bpaxosyrouu makxi
nponosuyii npedcmasieHo emanu 8iOHOGIEHHS (DIHAHCYBAHHA npoyecy 0YOIBHUYMBA JHCUMI0BOI HEPYXOMOCMI
3a NPUHYUNOM OeYeHMPanizayii.

Haykosa nosusna. Habye nooanvuioco po3eumky KOMHIEKCHUU NIOXI0 00 (opmysanHs O0epiCcasHOl
noximuxu 6y0ieHUYMEa HCUMu080i HepyXoMoCmi, AKUl, Ha GIOMIHY 8i0 IHUUX BION0BIOAE NPUHYUNAM 83AEMOOIT
depoicpezynamopie i Oeyenmpanizayii 61aou, w0 00360NULO BUSHAUUMU YMOBU V3200J4CEHHS HMEpPecis:
a) ingecmopis (nepedycim HacenenHs), 0) depoicasu, 8) 6y0i6eIbHUX KOMNAHIIL.

Bucnoexku. 3anpononosana mooenvb iHmMezpanvHo2o NiOX00y 00 0epxHcaeHoi noaimuku OVOIGHUYMEa
AHCUMIOBOL HEPYXOMOCMI 3d PAXYHOK KOWMIE HACENeHHs, Wo 0a3yemvci Ha OeyeHmpanizayii 0epicasHozo
Dpecyno8ants eany3i OyOIGHUYMBA JHCUMLOB0I HEPYXOMOCMI, 00380J5€ PO36’A3ysamu npoodiemu y npoyeci
OVOigHUYMBA IHCUMNLOBOI HEPYXOMOCMI Ha MICYsX 6 OOCUMb KOPOMKI MepMiHu 3a80AKU epeKmueHoMmy
PO3n00iny (yHKYil ceped pI3HUX 2IIOK 61adu ma 3aKpinieHol 3a Humu eionosioarvrhocmi. Ile Oae 3moey
nioguwumu pigensb 008ipu 00 npoyecy OVOIBHUYMBA HCUMTOBOI HEPYXOMOCHI ceped HACENeHH, Wo 3011buums
00cs2U 3aYHeHUX KOWMI8 Mma Mamume MyTbMUuniikamusHuil egoexm na HayioHanbHe 20CHO0APCmaeo.

Kntouoei cnosa: scumnosa nepyxomicms, 6y0i6HUYMBO HCUMAOB0I HEPYXOMOCHI, 0epiHCasHa NOJIMuUKd,
OdeporcasHe pe2ynosants npoyecy 0yO0ieHUYmMEa HCUMI0B0I HePYXOMOCHI, OeYeHmpanizayis e1aou.

Ooeporcano pedaxyicero: 24.12.2019
Ipuiinamo 0o nyb6nixayii: 26.02.2020
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