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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, ITu. 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, Tu. 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, I. 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
administration», 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.

77



ISSN 2707-5036 Bicuuk UHY im. b. Xmensaunpbkoro. Cepist «Exonomiuni Haykmny». 2020. Ne 1

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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IHTETPAJIbHUIA ITIAXL] 1O PEAJIBALIT IEPKABHOI HOJITUKH BY JIBHULITBA
"KHUTJIOBOI HEPYXOMOCTI B KOHTEKCTI JEIEHTPAJII3ALIL BJAAIU

Ilpobnema. Bupiwanvuy ponv y npoyeci ghopmyeanus sdcuminogoeo (ondy oepocasu gidiepae obpana
depoicasHa noaimuxa, wo 6yOyemvcs Ha 3acadax pe2ymosants ma Hazasody. Bpaxosyiouu docgio poszs’szanns
ACUMA0BOT NPOONIEMU 6 PIZHUX KPAIHAX, NPONOHYEMO OVOY8AMU OEPIUCAGHY IHCUMIOBY NONIMUKY 8 Ykpaini 3
VPAXYBAHHIM KOHKPEHIHUX HASGHUX MOJACIUBOCHET 1 8dice ICHYIOuuX pinancogux incmpymenmis. Taxuii nioxio
003601UMb He MINbKU CKOPOMUMU 4ac WoO0 IMuIeMenmayii pe2ynsmopHux (QYHKYIl Oepocasi, a marKoic
sanyyumu 00 Qinaucysanns 2anysi 0y0igHUYMEA HCUMIo80i Hepyxomocmi kowmu nacenenns. Haiieonosnivium
3060aHHAM O0epICcasu Y SUPIUEHHI NUMAHHA PO3GUMKY 2aiy3i OVOIBHUYMEA JHCUMIOBOI HepyXoMocmi €
CMBOpeHHsT Oe3neyHux, pIBHOYIHHUX YMo8 Oaa ecix Ii yuacHukie. Hapazi cnocmepicacmvca Huzvkuil i
ManoehexmugHuUll PiGeHb 0epIICABHO20 Pe2YIl08anHs 2ay3i OVOIGHUYMBA JICUMIOB0T HepYXOMOCHi, 30Kpemd
H0embCcsi NP0 HeOOMPUMAHHS 3AKOHIG, | NPO HU3LKUI PIGeHb 3AXUCHIY NPA8 2POMAOAH KpAainu, sKi Oepymb
yuacme y npoyeci 6yoienuymasa sicumiogoi Hepyxomocmi. OOHOYACHO GUHUKAE Oe3iY IOPUOUYHUX KO3l U000
8pe2YNOBAHHS BIOHOCUH MIJIC VUACHUKAMU 2aTy3i OVOIGHUYMEBA HCUMN080] HepyXoMocmi. [lepicasHa nonimuxa
6 YbOMY NUMAHHT ROGUHHA OYMU KOMNJIEKCHOIO MA NOCTIO08HOIO.

Mema cmammi nonseae 6 00IPYHMYSAHHI IHMESPATLHO20 NIOX00Y 00 peanizayii 0epiucagHoi nOXimuKu
0YOIGHUYMBA HCUMTIOBOT HEPYXOMOCHI 8 KOHMEKCHII OeyeHmpPanizayii 61a0u.

Pesynomamu. I1i0 uac 0ocniodcenns chopmo8ano cmpyKmypHo A02IuHY cXeMy ICHYIOYOI cucmemu
0epPIAHCABHO20 Pe2YNIOBANHSL 2ATtY3i OYOIBHUYMBA JICUMIOBOT HEPYXOMOCI I3 3ANYYEeHHAM KOWIMIG HACENIeH S, 3d
00NOMO02010 AKOI JIe2Kko OO0CHIOUmU, Wo He 8Ci Mapuipymu (QiHAHCYBAHHS 3QIYYeHHS KOWMIG HACE/NeHHs, 5Ki
BUKOPUCTIOBYIOMbCA NI0 4ac OYOiHUYMEA JHCUMI0B0I HEPYXOMOCHI, OXONNIOE OepoCasHe pe2yNio8aHHs.
Bpaxosytouu icuytoui  neodonixu 6 mpoyeci OVOIGHUYMBA  JICUMIOBOI  HEPYXOMOCHI  3aNPONOHOBAHO
B0OCKOHANCHUT ANCOPUIMM CUCHEMU 0ePACABHO20 PecyIOGAaHHs 2any3i OYOIGHUYMEA JHCUMNO0BOI HEPYXOMOCHII.
Apeymenmosano, wo npuHyun oeyeHmpanizayii y eamysi OyOiGHUYMEA HCUMN0B0I HepYXOMOcmi mac Oymu
npiopumemHumM Yy GIMYUZHARIN NPAKMUYI, SKUH CAIO0 PO3NOYAMU 3 PO36 A3GHHA NPOOIeM i3 JHCUMIOBUMU
00 ’exmamu He3a8eputeH020 OYOIBHUYINEA, BPAXOGYIOYU MPU OCHOBHI CKIAO0BI, 810 SAKUX 3ANeACUNb ehexmugHe
OepoicasHe  pe2yiOBAHHA. NOBHOBANCEHHs, [HCMPYMEeHmMU 6naugy ma eionosioaivnicms. OOIPYHMOBAHO
npono3uyii w000 peoOpMYBAHHS CUCEMU OEPIACAGHO20 DPe2YIIOGAHHA 2any3i OVOIGHUYMEA JICUMI0BOT
Hepyxomocmi. Hoeuil nioxio y oepoicagnomy pezynio8anHi NOGUHEH IPYHIYBAMUCA HA NOBHOMI HOGHOBANCEHD,
iHCmMpyMenmie 6nausy ma GUIHAYeHHs GION0GIOAILHOCMI MICYEGUX OP2aHIE8 CaMOBPAOYBANHS Neped HACECACHHAM
i Oeparcasoro. /sl yb020 3aNPONOHOBAHO. BUIHAYUMU MEPUMOPIATLHY OCHOBY, 0e came Cli0 30IlcHIoeamu
oepoicague pe2ynio8antsa Ha MICYEGOMY DIGHI; WIMKO PO3MEdCYB8amu NOGHOBANCCHHS MIJIC MICYeGUMU Opeanamul
CamMoBpAOYBAHHA THUUX DIBHIE AOMIHICIPAMUSHO-MEPUMOPIANLHO20 YCMPOIO; PO3MENCYBAMU NOBHOBANCECHHS
Midic MicyeGUMU Op2aHaMU CAMOBPAOYBAHHA MA GUKOHAGYUMU OP2AHAMU, SUSHAYUMU 3A KOJICHUM piGHeM
Op2amie  0epocasHo20  pe2ynioGanus HeOOXIOHULl NepeiK —IHCIMPYMEeHmIE Gniugy;, GCMAaHOGUMU  Mipy
8IONOBIOANILHOCTI OP2AHIE MICYEB020 CAMOBPAOYGAHHA NEPe0 HACENCHHAM ma 0epicasoio. Bpaxosyiouu maki
npono3uyii npedcmasieno emanu iOHOBAeHH (DIHAHCYBAHNSA NpoYyecy OYOIBHUYMBA HCUMA0BOI HePYXOMOCH
3a npUHYUNoM oeyeumpanizayii.

Haykoea nosuzna. Habys nooamvuioco po3eumiy KOMHJIEKCHUU RNIiOXi0 00 ¢hopmysanns OepoicagHoi
noaimuxuy 6yOIBHUYMEAa HCUMN080I HePYXOMOCHi, AKUL, HA BIOMIHY 8I0 IHUWUX 6I0N0GIOAE NPUHYUNAM 83AEMOOIT
oepoicpe2ynsamopie i Oeyenmpanizayii 61a0u, wjo O00360IUNO BUIHAYUMU YMOBU Y3200JCeHHs THmepecia:
a) ingecmopie (nepedyciv nacenenns), 0) oepocasu, 8) 6yJigebHUX KOMNAHI.

Bucnoeku. 3anpononogana mooeinvb iHmMezpaivbHo20 NIOX00Y 00 0epicasHoi noaimuxu OyOieHUYmea
JHCUMIOBOI HEPYXOMOCHI 30 PAXYHOK KOWMIG HACeNeHHs, wo Oa3yemucsa Ha OeyeHmpanizayii 0epicagnozo
peymosantn 2any3i OyOiGHUYMEA JCUMI0B0i HepyXoMOCHi, 00380JSE pOo36 ’s3yeamu npobiemu y npoyeci
0Y0igHUYMEA JHCUMAOB0T HEPYXOMOCHI HA MICYAX 6 OOCUMb KOPOMKI MEPMIHU 3a60IKU eDermugHOMy
Po3nodiny Qyuxyili ceped piznux 2iloK 61a0u ma 3aKpinieHoi 3a Humu gionosioamvnocmi. Ile Oae 3mozy
nioguwumu pigens 008ipu 00 npoyecy OYOIBHUYMBA HCUNIOBOL HEPYXOMOCII ceped HACeNeHHs, WO 30LIbUUmb
00cA2U 3aNYNeHUX KOWMIG Ma Mamume MYTbMuniikamueHuil ejhexm na HayionanvbHe 20cno0apcmeo.

Knrouoei cnosa: sicumnosa nepyxomicms, 6YO0i6HUYMBO HCUMIOB0I HEPYXOMOCHI, OepiHCaABHa NOJIIMUKaA,
oepolcasHe pe2ymosanns npoyecy 6y0iGHUYMEA HCUMI0B80I HEPYXOMOCHI, Oeyenmpanizayis enaou.
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