EKOHOMIKA TA YNPABJIIHHA

UDC 336.1

M. V. Romaniuk, Cand. Sc. (Econ.), Assoc. Prof.,
0. O. Strekal

Taras Shevchenko Kyiv National University, Kyiv, Ukraine,
e-mail: MykolaRomanyuk@dk.ua; oleg.strekal@gmail.com

ANALYSIS OF THE EFFECTIVENESS OF STATE FINANCIAL
CONTROL OF THE NATIONAL JOINT STOCK COMPANY
“NAFTOGAZ OF UKRAINE”

PomaHIOK, KaH/. €eKOH. HAYK, JI0Il.,

M.B.
0. 0. Crpekanb

KuiBchkuit HanioHanpHUM yHiBepcuTeT iMeHi Tapaca Llles-
yeHka, M. KuiB, Ykpaina, e-mail: MykolaRomanyuk@dk.ua;
oleg.strekal@gmail.com

AHAJII3 EOEKTUBHOCTI AEP2KABHOT'O ®THAHCOBOT'O
KOHTPOJIIO HA IIAIIPUEMCTBI HAK ,,HA®TOI'A3 YKPAIHU

Purpose. To identify the level of dependence of the effectiveness of fiscal policy of Ukraine on the development of
domestic oil and gas industry and determine the ways of improving the system and mechanisms of state financial

control at domestic oil and gas enterprises.

Methodology. To evaluate the degree of impact of the oil and gas industry on fiscal policy of Ukraine, methods of

economic and mathematic modeling is used.

Findings. Low efficiency of the state financial control at the oil and gas enterprises is demonstrated.

Originality. It lies in determining the level of impact of the financial results of NJSC “Naftogaz of Ukraine” and
other economic factors that characterize the dynamics of the development of domestic oil and gas industry on the
national deficit with the help of economic and mathematic modeling.

Practical value. Ways to improve the state financial control over the use of budgetary funds allocated for the sup-
port of the domestic oil and gas industry, in particular, NJSC “Naftogaz of Ukraine”, are suggested.

Keywords: fiscal policy, the state budget deficit, the state financial control, oil and gas industry, multifactor economic

and mathematic modeling

Introduction. Defining the role of government in the
economy is one of the key research issues of the world
economic science, which is especially relevant in the
times of crisis influence on national economics.

The government due to its power and strategic objec-
tives of economic policy determines the share of national
income through the establishment of taxes, duties, fees, ac-
cumulation the profits of state enterprises and organiza-
tions. The percentage accumulated to the budget is used as
a source of funding for national consumption, debt policy,
law enforcement, internal and external security etc.

Analysis of the resent research and publications. While
investigating the problems of the effectiveness of state
economic regulation, J. Keynes proved that in the times
of economic imbalances the mechanism of market com-
petition is imperfect and unable to ensure the recovering
of positive dynamics of production and enhance wel-
fare, while the instruments of the state financial policy
appear to be more effective in providing economic
growth. Thus, at the beginning of the 20" century J. Ke-
ynes opposed the classical dogmas of political economy,
primarily with regard to the question of the internal bal-
ance of the market economy and the dominance of
monetary factors in providing reproductive processes in
the national economy.

The Keynesian theory develops due to the increasing
number of its contemporary economists [1]. The peri-
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odical world and regional financial and economic crises
leads to further studies of the problems of efficiency of
government regulation policy and designing modern
mechanisms of state influence on the economy both at
the macro level and at the enterprise level in order to
control adhering to the state interests.

State financial control is an integral part of the system
of government regulation of the national economy, its
sectors and enterprises that are strategically important in
order to develop the national economic system. Exploring
the theory of finance, we see that the prerequisite for the
emergence of financial control is the control function.

It should be considered that the state-owned finan-
cial management involves the use of significant amounts
of budget financing, which requires effective financial
discipline. This leads to the existence of an effective in-
stitute of state financial control. According to H. Rosen
and T. Gayer [2], expectations for the effective use of
financial resources inextricably linked with government
fiscal policy and budgetary expenditures.

Ukrainian economists have actively studied the in-
ternational experience of formation of the effective state
financial control and opportunities for implementation
of its basic approaches in the national economic system.
The research often focuses also on specific industries.
Among prominent Ukrainian researchers of the effec-
tiveness of state financial control problematics are
1. K. Drozd, V.1.Nevidomyi, Yu. B. Slobodianyk, I.B. Ste-
faniuk, V. O. Shevchuk and others.
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Unsolved aspects of the problem. The activities of the
NIJSC “Naftogaz of Ukraine” and the state oil and gas
companies that are the part of it as entities of the oil and
gas complex of Ukraine are under the mechanisms and
instruments of the state financial control. Annually sig-
nificant budget financing is aimed to ensure the efficien-
cy of the operations of the NJSC “Naftogaz of Ukraine”,
due to their particular role in the development of the
national economy and economic security.

These circumstances determine the relevance of the re-
search of the state oil and gas companies, and the effective-
ness of the state financial control of these companies.

To confirm, there was UAH 29.7 bn of budget ex-
penditures in 2015 directed to cover the deficit of the
NJSC “Naftogaz of Ukraine” by government bonds pla-
cement. The borrowed money at average rate of 14.5 %
per annum was used to increase the share capital of
NJSC “Naftogaz of Ukraine”.

Moreover, by such “indirect methods” the government
and the National Regulatory Commission of Energy and
Utilities of Ukraine (NRCEUU), as the national regulator
of the energy market, actively influence the activity of the
NIJSC “Naftogaz of Ukraine” through establishing tariffs
for gas and electricity [3]. “Indirect methods” were used
because the Law of Ukraine “About State Budget of
Ukraine for 2015 (so as the budget legislation the follow-
ing years) did not provide direct funding of the NJSC
“Naftogaz of Ukraine” from the budget.

Thus, the government is funding only deficit of the
NIJSC “Naftogaz of Ukraine” by new placements of
government debt securities (bonds). Therefore, increas-
ing deficit of the NJSC “Naftogaz of Ukraine”, the gov-
ernment increases the public debt, as well as the budget
deficit.

Technically, it works when the government makes a
new placement of debt securities (bonds) in order to in-
crease the share capital of the NJSC “Naftogaz of
Ukraine”. Then, the NJSC “Naftogaz of Ukraine” sells
the government bonds to investors and thus receives lig-
uid resources to finance the current needs. According to
the market mechanisms of the global financial markets
functioning, the NJSC “Naftogaz of Ukraine” has to
sell government bonds in a competitive financial mar-
ket, where any institution that sells and buys financial
instruments in the stock market can be an investor.
However, in terms of real demand in the Ukrainian
stock market conditioned by the investment capital out-
flow because of political and economic imbalances, the
National Bank of Ukraine acts as the main investor. It
means that the central bank has to make an additional
emission of national currency.

It is worth noting that by the EFF program between
Ukraine and the IMF, limits were established earlier on
the amount of purchases of government bonds to recap-
italize the NJSC “Naftogaz of Ukraine”.

So, we can make an assumption about negative im-
pact of the NJSC “Naftogaz of Ukraine” on budget
deficit of Ukraine. Therefore, activity of the NJSC “Naf-
togaz of Ukraine” can also negatively affect the budget-
ary policy of Ukraine.
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In our opinion, it is necessary to underline the insuf-
ficient scientific background of some problematic issues
to investigate the effectiveness of public oil and gas com-
panies that require substantial funding from the budget.
It also causes an increase in budget deficit and low ef-
fectiveness of budgetary policy in Ukraine.

Objectives of the article. The purpose of this article is
to identify the effectiveness of budgetary policy, which
depends on the development of Ukrainian oil and gas
sector and identify the areas to improve the system and
mechanisms of state financial control of domestic oil
and gas companies.

Therefore, an extremely important issue is the as-
sessment of the effectiveness of state financial control of
oil and gas companies, and, first of all, the efficiency of
the NJSC “Naftogaz of Ukraine”.

Presentation of the main research. First, using econo-
metric modeling methods it is advisable to test the ef-
fectiveness of state financial control at the enterprises of
oil and gas industry, including the impact of the perfor-
mance of the NJSC “Naftogaz of Ukraine” and other
economic factors that characterize the dynamics of do-
mestic oil and gas industry on the budget deficit. We
need to create the multifactor econometric model using
EViews 7.0 software package for statistical, economic,
financial and other studies.

For this, we used the official quarterly statistics for
the period from 01.01.2013 until 01.01.2016 (Table 1)
that demonstrate the dynamics of Ukrainian oil and gas
industry.

In particular, to analyze the effectiveness of state fi-
nancial control, we need to make the following steps:

1. To determine separately the impact of net finan-
cial result of the NJSC “Naftogaz of Ukraine” on the
budget deficit.

2. To create a multifactor econometric model using
some macroeconomic indicators that demonstrate the
dynamics of the oil and gas industry and with the activi-
ties of the NJSC “Naftogaz of Ukraine” that can influ-
ence the growth of the budget deficit.

In our opinion, the results of the multifactor econo-
metric modeling will identify the level of dependence of
the efficiency of budgetary policy of Ukraine on the de-
velopment of domestic oil and gas industry, as well as
highlight the ways to improve the state financial control
of Ukrainian oil and gas companies, including the NJSC
“Naftogaz of Ukraine”.

Firstly, we need to create a one-factor econometric
model to determine the effect of net financial result of
the NJSC “Naftogaz of Ukraine” on the budget deficit
of Ukraine (Table 1).

The coefficient of determination R-square = 0.21
demonstrated a very weak linear relationship. The result
of Prob (F-statistic) = 0.13 demonstrated the inadequa-
cy of the model.

Now let us create the multifactor economic and
mathematical model of relation of the budget deficit to
net financial result of the NJSC “Naftogaz of Ukraine”
and some indicators of that demonstrate the dynamics
of the oil and gas industry development in Ukraine.
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After creating several multifactor econometric mod-
els, we chose the best one. The result of the chosen
model clearly demonstrated the influence of the follow-
ing factors on the growth of the budget deficit. Among
these factors are: net financial result of the NJSC “Naf-
togaz of Ukraine”, the official NBU exchange rate, av-
erage customs value of imported natural gas to Ukraine,
the index of coke production, the NBU rate, the cost of
electricity for industrial enterprises, retail trade turnover
of light oil and gas (Table 3).

Multiple regression equation

Y=-41275.0*X1-1957.1 *X2 - 7831.5* X3 - 12027.4*
*X4+6616. 6 * X5-20.7* X6 + 1.1 * X7 + 544390.1.

Where Y is the budget deficit; X1 is the official NBU
exchange rate; X2 is the customs value of imported nat-
ural gas to Ukraine; X3 is the index of coke production;
X4 is the NBU rate; X5 is the cost of electricity for in-

dustrial enterprises; X6 is retail turnover of light oil and
gas; X7 is net financial result of the NJSC “Naftogaz of
Ukraine”. R-squared = 0.91 demonstrated rather strong
linear relationship.

Prob (F-Statistic) = 0.059 demonstrated the model
adequacy with the significance level of 0.9, but also the
inadequacy of the model with the significance level of 0.95.

Analysis of t-statistics and Prob (F-statistic) for each
independent variable indicated the importance of all
factors with the significance level of 0.95.

Durbin-Watson stat = 1.97 indicated the absence of
autocorrelation. Testing the model on heteroskedasticity
by the White criterion showed no heteroscedasticity.

Conclusions and recommendations for further re-
search. Results of the created multifactor econometric
model allowed confirming assumptions about Ukraini-
an budgetary policy dependence on the development of
domestic oil and gas industry, including the significant

Table 2
Determination of the effect of net financial result of the NJSC “Naftogaz of Ukraine” on the budget deficit of Ukraine
Dependent Variable: BUDGETDEFICIT
Method: Least Squares
Date: 07/28/16 Time: 12:37
Sample: 2013Q1 2015Q4
Included observations: 12
Variable Coefficient Std. Error t-Statistic Prob.
FINRESULT 0.318183 0.193158 1.647272 0.1305
C -7268.710 7052.276 -1.030690 0.3270
R-squared 0.213435 Mean dependent var -15660.58
Adjusted R-squared 0.134778 S.D. dependent var 18161.34
S. E. of regression 16893.18 Akaike info criterion 22.45822
Sum squared resid 2.85E+09 Schwarz criterion 22.53904
Log likelihood -132.7493 Hannan-Quinn criter. 22.42830
F-statistic 2.713507 Durbin-Watson stat 2.029676
Prob (F-statistic) 0.130522

Table 3

Determination of influence of the net financial result of the NJSC “Naftogaz of Ukraine” and other

macroeconomic indicators that could influence Ukrainian oil and gas sector development on budget deficit

Dependent Variable: BUDGETDEFICIT (Y)

Method: Least Squares

Date: 07/28/16 Time: 12:55

Sample: 2013Q1 2015Q4

Included observations: 12

Variable Coefficient Std. Error t-Statistic Prob.

X, -41275.04 8492.290 -4.860296 0.0083
X5 -1957.088 407.9141 -4.797795 0.0087
Xs3 -7831.460 1634.659 -4.790885 0.0087
X4 -12027.38 3239.793 -3.712390 0.0206
Xs 6616.569 1525.474 4.337385 0.0123
X -20.70331 6.607557 -3.133277 0.0351
X5 1.110253 0.271425 4.090453 0.0150
C 544390.1 112397.9 4.843420 0.0084

R-squared 0.906150 Mean dependent var -15660.58

Adjusted R-squared 0.741914 S. D. dependent var 18161.34

S.E. of regression 9226.357 Akaike info criterion 21.33224

Sum squared resid 3.41E+08 Schwarz criterion 21.65551

Log likelihood -119.9934 Hannan-Quinn criter. 21.21255

F-statistic 5.517345 Durbin-Watson stat 1.971763

Prob (F-statistic) 0.059077
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effect of expenditures for the NJSC “Naftogaz of Uk-
raine”. In this case, government should improve the
system and mechanisms of state financial control for the
domestic oil and gas enterprises.

In particular, in order to increase the efficiency of the
state financial control of enterprises in the energy sector, it
is an important task to organize the planning processes as
an important part of the integrated system for optimizing
financial support. Therefore, as a result of consistent im-
plementation of mentioned measures, an optimal capital
structure for the future period will be created that could
ensure efficient use of financial resources and an effective
level of risks determination [4].

However, in our opinion, in order to get the benefits
from the government expenditures for state-owned en-
terprises of oil and gas sector, it is important to imple-
ment the following strategies in practice of the NJSC
“Naftogaz of Ukraine” [4]:

1. The strategy for maximum return on equity in
terms of the minimum possible loss of financial stability.

2. The strategy to maximize the borrowings effect in
terms of the acceptable level of loss of financial stability.

In our opinion, the implementation of one of the
above-mentioned strategies will increase the efficiency
of using budget funds and lead to minimizing the impact
of exogenous factors. As a result of the created multifac-
tor econometric model, several exact macroeconomic
factors are investigated, including the dynamics of the
cost of imported natural gas for Ukraine, the cost of
electricity for industrial enterprises, demand for the re-
tail market in light of oil products and gas, etc. There-
fore, it will improve the effectiveness of state financial
control at the enterprises of the oil and gas complex of
Ukraine, which is currently characterized by low effi-
ciency of existing mechanisms and instruments.
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Merta. BusiBUTH CTyMiHb 3a71€KHOCTi €(PEKTUBHOCTI
OIOKETHOI TMOJITUKNA YKpPaiHU Bill pO3BUTKY BiTUM3-
HSIHOTO HahTOra3oBOro KOMILIEKCY i BUSHAYUTU Ha-
MNpsIMU BIOCKOHAJIEHHSI CUCTEMU Ta MEXaHi3MiB Jep-
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JKaBHOTO (PiHAHCOBOTO KOHTPOJIIO Ha BITYM3HSIHUX Ha-
(TorazoBUX IMiAIIPUEMCTBAX.

Metomuka. /I1s OLiHKM CTYIIeHS BIUIMBY HaTora-
30BOr0 KOMILJIEKCY Ha OIOIKETHY TOJITUKY YKpaiHU
BUKOPUCTaHI METOIN €KOHOMIUHOTO i MaTeMaTU4YHO-
IO MOJICJTIIOBAaHHSI.

Pe3ynbTaTu. [IpogeMoHcTpoBaHa HU3bKA €(PEKTUB-
HiCTb AepXaBHOTro (iHAHCOBOTO KOHTPOJIO Ha ITij-
MIPUEMCTBAX HATOra30BOT0 KOMITIEKCY.

HaykoBa HoBusHa. [lossirae y BCTAaHOBJIEHHI 3a 10-
ITOMOTOI0 €KOHOMIKO-MaTeMaTUIHOTO MOIECTIOBAHHS
CTYIIeHs BIUTMBY Ha Ie(illUT Aep>KaBHOTO OIOIKETY pe-
syabTatiB misgabHocTi HAK ,, Hadrorasz Ykpainu“ ta
IHIINX €KOHOMIYHMX (haKTOpiB, IO XapaKTepu3yloTh
JIUHAMIKY PO3BUTKY BITYM3HSIHOTO Ha(PTOra30BOro KOM-
TIEKCY.

IIpakTHyHa 3HAYUMICTb. 3aIIPOITIOHOBAHI HAMPSIMU
BIOCKOHAJIECHHS 1eP>KaBHOTO (PiHAHCOBOTO KOHTPOJIIO
32 BUKOPUCTaHHSIM OIOIKETHUX KOIITIB, 1110 CIIPSIMO-
BYIOTbCS Ha MiATPUMKY BiTYU3HSIHOTO Ha(TOra3oBOIoO
komriekey, 3okpema HAK ,,HadToras Ykpainu“.

KmouoBi cioBa: 6rducemna nosimuxa, deghiuum
depacasroeo 6r0xcemy, deprcashuil iHaHcosUll KOHM-
POAb, HApMoeas3o08ull Komniexc, 6a2amophaKmopua exo-
HOMIKO-Mamemamu4Ha mooensb

Ieas. BoigButh cTeneHb 3aBUCMMOCTH 3(P(PEKTUB-
HOCTU OIOIKETHOM TOJUTUKUA YKpauHbI OT Pa3BUTUS
OTEUYECTBEHHOIO He(dTEra3oBoro KOMIUIEKca 1 orpee-
JIUTh HANpaBJIeHUsI COBEPLIEHCTBOBAHUSI CUCTEMbl U
MEXaHU3MOB IOCy1apCTBEHHOTo (PMHAHCOBOTO KOHTPO-
JIsI Ha OT€YECTBEHHBIX He(DTEra30BbIX MPEATIPUATHSIX.

MeTtoauka. 7151 OLIEHKU CTETICHN BIUSTHUS HedTe-
ra3oBOTO KOMILIeKca Ha OIOKETHYIO TIOJIUTUKY YKpa-
WHBI VCTIOJIB30BaHBI METOIBI 5KOHOMUYECKOTO 1 MaTe-
MaTHYEeCKOTO MOACIMPOBAHMSI.

Pesyabratel. [IpogeMoHcTpHUpoBaHa HHU3Kas 3¢-
(beKTUBHOCTD TOCYIapCTBEHHOTO (DMHAHCOBOTO KOH-
TPOJIST Ha IPEATNIPUSATHUSIX He(PTEra30BOro KOMIUIEKCA.

Hayunas HoBu3Ha. 3aK/1I09aeTCsl B YCTAHOBJICHUU C
TOMOIIbIO0 9KOHOMUKO-MaTeMaTUYECKOI0 MOJEIUPO-
BaHUS CTENEHU BAMSHUS Ha Ne(UIIUT TOCyIapCTBEH-
Horo OromxeTra pe3yabratoB aesateabHoctn HAK |, Ha-
(roraz YkpauHbl“ U APYrux SKOHOMUYECKUX (PaKTO-
pPOB, XapaKTepHU3YIOIINX TUHAMUKY Pa3BUTHUS OTeUe-
CTBEHHOTO He(pTeTa30BOro KOMILIeKca.

IIpakTyeckas 3HAYMMOCTh. [IpemioXeHbl HaTIpaB-
JICHUSI COBEPIICHCTBOBAHMUSI TOCYIapCTBEHHOTO (hU-
HAHCOBOTO KOHTPOJIS 3a MCIIOJIb30BaHNEM OIOIKETHBIX
CPENCTB, HAMIPABJISIEMbBIX Ha TTOMICPKKY OTCUECTBEHHO-
ro HedprerazoBoro KoMmruiekca, B uactHoctu HAK ,, Ha-
¢roras YkpauHbI“.

KioueBble cii0Ba: 6rodxcemuas norumuka, depuuum
eocyoapcmeenHoeo 0r0cema, 20Cy0apcmeeHHblil PUHaH-
CO8blll KOHMPOb, Hedhmeeas3o8blil KOMNAEKC, MHO20(AK-
MOPHAS SKOHOMUKO-MamemMamu4eckas modens

Pexomendosarno 0o nybaikauyii 0okm. eKoH. HAYK
1. O. Tiomum. lama naoxoodxcenns pykonucy 22.09.16.
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