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The article examines the basic principles of local budget formation in the context of 
decentralization of power. The structure of local government budget revenues and the 
dynamics of local budget revenues over the years of implementation of the reform of the 
territorial organization of power in general in Ukraine and in Chernihiv region in particular 
are analyzed. The importance of intensifying local economic development as a factor in 
strengthening the capacity of territorial communities and the success of their development is 
pointed out.  

The article emphasizes that the reform of the territorial organization of power, or as it is 
often called - decentralization, is considered perhaps the most successful reform in Ukraine. 
In 2020, the formation of a new territorial basis for the activities of local governments was 
completed. As a result of the reform, all communities received the same powers and 
resources, and with them the responsibility for the development of their own territories. This 
has provided a basis for strengthening the capacity of communities to provide a range of 
public services and improve the quality of life of their residents. At the same time, there is a 
so-called sectoral decentralization - in the fields of medicine, education, provision of social 
and administrative services, in other areas. But the decentralization process is based on 
financial decentralization, which has made local budgets less dependent on the state budget, 
created opportunities for territorial development planning and implementation of 
infrastructure and social development projects.  

It is proved that the strategic task of decentralization reform, which is currently in its final 
stages, is to form effective and capable local self-government, create comfortable conditions 
for citizens regardless of their place of residence, provide high quality public services and 
bring them closer to people. Achieving these goals is possible only with the appropriate level 
of local economic development, financial security of the territories and sufficient sources to 
fill local budgets. The success of the functioning of territorial communities and their capacity 
depends primarily on the financial security for the implementation of the powers defined by 
current legislation of Ukraine, and the availability of resources for development.  

According to the survey, Chernihiv region has been at the forefront of the process over the 
years of decentralization reform and has been consistently in the top five regions.  

It is concluded that increasing the financial capacity of territorial communities is 
inextricably linked with the intensification of local economic development, and 
decentralization in the budget sphere is an important tool for ensuring financial stability of 
regional socio-economic systems and economic development of regional economic 
complexes. Financial decentralization has made local budgets less dependent on the state 
budget and created the conditions for planning further community development and 
implementing these plans. At the same time, local governments should effectively use all 
available tools to intensify economic development in order to strengthen their own sources of 
funding, capacity for self-sufficiency and self-development based on the use of existing 
economic potential. 
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