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CONCEPTUAL FOUNDATIONS FOR BUILDING A STATE POLICY
OF MANAGING THE INVESTMENT POTENTIAL OF HOUSEHOLDS

The article examines the relationship between certain public policy instruments and household savings based on the data of
the State Statistics Service of Ukraine in order to identify the most effective instruments, namely: budget policy that directly af-
fects the level of household income through transfers to households in need of social protection. It has been determined that the
effectiveness of public policy depends primarily on the coherence of its individual elements and the construction of an optimal
ratio of factors affecting income, expenditures and the willingness of households to invest their own savings. It is found that the
directions of the state policy necessary for the effective use of the investment potential of households should be aimed at: ensur-
ing the participation of households in co-financing investment projects or programs,; analyzing and adapting foreign experience
in the domestic practice of using household savings, primarily the use of accumulative investment schemes (opening pension
accounts, purchasing housing and business real estate, investing in education, etc.
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KOHIENTYAJBHI 3ACAJIM MOBYIOBU JEP)KABHOI MMOJITUKHA
YIIPABJIHHSA IHBECTULIMHUM MOTEHIIAJIOM
JTOMAIIHIX TOCHOJIAPCTB

Y ecmammi poszensoaromsbcs 63a€M036 "A3KU MIJIC OKpeMUMU THCMPYMEHMAaMU 0ePIICAGHOT NOTTMUKU MA 3A0UAOICCHHAMU
00M020Cno0apcms Ha 0CHOBI danux Jlepacagnoi ciyacou cmamucmuku YKpainu 3 Memoio usHaueHHs Hauditvul epexmug-
Hux incmpymenmie. OOIPYHMOBAHO Micye 0epicasu 015l PYHKYIOHYB8AHHA OOMO20CNOOAPCME, d MAKONHC BUSHAYEHO NPUHYUNLU,
Kpumepii 1 OCHOGHI pakmopu MOHemapHoi ma ickarbHOT NOTIMUKL, WO 8NAUSAIOMb HA NPOYEC POPMYBAHHI BUKOPUCTNANMHS
iHBeCMUYITIHUX MONCTUBOCHIEU OOMAWMHIX 20CNO0APCME. Buasneno 63aemo36 a3Ku Midkc OKpemumu iHCmpyMeHmamu 0epicasHoi
NONIMUKYU Ma 3A0WaA0ACEHHAMU OOMO20CHO0APCME HA OCHOGI OAHUX OQIYIUHOI cmamucmuku Yxkpainu 3 Memoio 6usHayens
HatlOinbul eheKMUBHUX THCMPYMeHmis, a came. OHOICeMHA NOTIMUKA, KA 6e3n0CcepedHbo 6NIUBAE HA PiBeHb 00X00i8 00-
Mo2ocnodapcmes uepes 30IUCHeH s MPaHchepmis 0oMo20cno0apcmeam, o nompedyrons coyidibHO20 3aXUCHTY, NOOAMKO8A
nonimuKa, AKa Mac 6NIUG Ha POpMYBanHs 00CA2I8 00MO2OCNOOAPCE Yepe3 NOOAMKO8e HABAHMAICEHHS, COYIaNbHA NONIMUKA,
AKa Oe3nocepedHbo GNIUBAE HA 3POCMAHHSA 00X00i68 00MO20CN00APCME, MOHEMAapHa NONIMUKA, W0 8NIUBAE HA (POPMYBAHHS 3a-
owaoicerb OOMO20Cnooapcmes ma ix 20mosHicmy ingecmyeamu. Pospaxosano xoegiyienm xopensyii ujodo eumpam 61002centy
Ha COYIanbHULl 3aXUcm ma 00X00amu 00Mo20Cno0apcmes, Wo CeI0UUMb NPO HAABHICIb CUTLHOO 38 A3KY; Koeiyichm Kopenayii
wooo sumpam 0100Hcemy Ha COYIANLHULL 3AXUCI MA BUMPAMAMU 36€0eH020 D100xcemy YKpaitu, wo ceiouums npo HaAA6HICMb
CUTbHO20 38 513Ky, Koeiyienm Kopensyii uwo0o 36 513Ky Mide 00X00aMU OOMAUHIX 20CHO0apcme ma nOOAmKOSUM HABAHMA-
DHCEHHAM, WO C8IOYUMb NPO HAABHICMb CEpeOHbO2O 38 A3KY. Buseneno, wo Hanpsamu 0epixcasHoi noNimuxu, sAKi HeoOXioHi 0/
ephexmueH020 UKOPUCMANHSL IHBECIMUYILIHO20 NOMEHYIALY 0OMO20CNO0APCME, NOGUHHI OYmu CAPIMOBAHI HA HACMYNHI Yii, a
came: 3a6e3neueHHs yuacmi 00M020Cno0apcme y Cnie IHAHCy8anHi IHBeCMUYIIHUX NPOEKMIE YU NPOSPAM, 30IUCHEHHS AHANIZY
3a adanmayis y 6IMUU3HARY NPAKMUKY 3aPYOINCHO20 00CEI0Y 000 BUKOPUCAHHI 3A0WA0INCEHL OOMO20CNO0APCMS, HACAM-
nepeo BUKOPUCHAHHA HAKONUYYBATbHUX THEECTNUYIIHUX CXeM, 8NPOBAOIICEHHS DIHAHCOBUX ITHCMPYMEHMIE.

Knrouogi cnosa: incmpymenmu 0epicasHoi noIimuKu, 3a0Wd0NCeHHst 00M020Cno0apcmas, 00Xo0u, iHeecmuyii, nomeHyiai,
0epoicasHa noimuxa.

Statement of the problem. One of the priorities for
ensuring the development of the national economy is to
increase the efficiency of the use of domestic financial
resources of all economic entities. Households are important
participants in financial relations in Ukraine. Households
as economic entities form a powerful investment potential
that ensures not only their livelihoods but also contributes to
the development of economic processes in the country as a
whole. At the same time, a number of obstacles impede the
formation and realization of households' own investment
potential. It is worth noting the decline in economic
activity in the country and the deterioration in the mood of
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economic agents. Atthe same time, the experience of foreign
countries shows that the results of households' financial
activities can become a real foundation for ensuring their
financial stability and ability to withstand external and
internal challenges and crises. Today, households are part
of an established system of macro- and microeconomic
relations. In today's environment, the economic situation
of households has a significant impact on the state of the
of the country’s financial system as a whole, namely, given
the concentration of the bulk of national income in the
hands of households, the division of their income structure
into consumed and saved parts makes it possible to finance
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both simple and expanded reproduction in any economic
system. It should also be noted that households not only
form a separate level of economics.

Thus, a number of problems remain unresolved, namely
the lack of information on the relationship between certain
public policy instruments and household savings in order
to determine the most effective ones. And also, building
an optimal ratio of factors that affect households’ income,
expenses and willingness to invest their own savings.

Analysis of recent research and publications. Since
household savings are one of the main investment resources
in the economy and contribute to the improvement of their
well-being, a significant number of publications by both
foreign and domestic scholars have been devoted to their
study. Such well-known classics of economic thought as
K. Marx, P. Marshall, J. Mill, J. Say, A. Smith, I. Fisher,
and others have comprehensively studied the problems of
savings formation and their relationship with investments.
J. Keynes made a significant contribution to the theory of
savings. Among the modern economists of the Western
countries, F. Modigliani, F. Myshkin, P. Samuelson,
J. Stiglitz, M. Friedman, and others have studied savings.
Among the representatives of the Ukrainian economic
science who also pay attention to the study of the role
of household savings as an investment resource for
economic development, we can single out the works of
M. Alekseenko, Z. Vatamaniuk, O. Vatamaniuk, V. Heets,
N.Dorofeeva, A. Ramsky, T. Kizima, V. Osetsky, M. Savluk,
and others. These scientists have studied the importance
of household savings in economic development, the
motives for the formation of savings and the mechanism
of their transformation into investment resources, as well
as household investments in banking and non-banking
financial institutions.

Objectives of the article is to substantiating the
conceptual foundations for building a state policy for
managing the investment potential of households.

Summary of the main results of the study. The
effectiveness of state regulation depends on a competitive
investment market, protection of the rights of primary
investors by improving regulations on investment and
legislative consolidation of provisions on the functioning
of the investment market, financial control over compliance
with the law.

Thus, the effectiveness of public policy primarily
depends on the coherence of its individual elements and
the construction of an optimal balance of factors affecting
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households’ income, expenses and willingness to invest
their own savings. Let us consider the relationships
between individual policy instruments and household
savings based on the data of the State Statistics Service of
Ukraine in order to identify the most effective instruments.

1. Fiscal policy — directly affects household income
through transfers to households in need of social protection.

The data of the National Bank of Ukraine on the
dynamics of state budget expenditures on social protection
and social security are provided by the National Bank
of Ukraine, and the dynamics of household income is
provided by the State Statistics Service [2]. The correlation
coefficient between the two sets of data is 0.947, which
indicates a strong relationship (Fig. 1).

For the analyzed period of 2012-2021, the elasticity
calculation showed that, on average, over this period, with
the exception of 2017, a 1% change in public spending led
to a 0.5% change in household income.

At the same time, the share of social protection
expenditures in the structure of total consolidated budget
expenditures is 25.05%. The correlation coefficient
between the two indicators is 0.95. Over the last nine years
of the analyzed period (with the exception of 2017), a 1%
change in social protection expenditures led to a 0.5%
change in consolidated budget expenditures.

Thus, the state policy to increase the efficiency of using
the investment opportunities of households in the public
sector is to optimize the solution of the system of equations:

yd =16.488x + 132293,
yb = 3,938x + 144780,

where, Yd — household income, Yb — total budget
expenditures, X — budget expenditures on social protection
and social security.

2. Taxes on income and property. According to
economic theory, an increase in personal income taxes
and fees leads to a decrease in household income. During
2012-2021, the tax burden on personal income in Ukraine
grew rapidly [2], but this did not affect the positive
dynamics of household income. The correlation coefficient
between the two indicators is only 0.603.

It can be assumed that the tax burden on household
income and property does not have a significant impact
on household income. Thus, it can be concluded that this
trend will continue up to a certain level of the tax burden
on household income.

At the same time, taxes and fees on personal income
account for 21.44% of the total revenues of the consolidated
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Figure 1. Relationship between budget expenditures on social protection and household income

Source: calculated by the author
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budget of Ukraine [3]. The budget is largely dependent on tax
revenues from individuals (the correlation coefficient is 0.99),
a 1% change in tax leads to a 0.9% change in budget revenues.

Thus, it can be assumed that the tax burden on personal
income is not optimal today and needs to be changed.

3. Business taxes — this group of taxes includes
taxes on corporate income, indirect taxes, excise taxes,
rents, and other fees paid by the corporate sector of the
economy. Let’s calculate them as total tax revenues minus
personal income taxes [2]. The analysis shows, that there
is a rather weak relationship between the tax burden on
enterprises and household consumption expenditures
(correlation coefficient is 0.53). However, there is a direct
inverse relationship between the level of tax burden and
employment (correlation coefficient of 0.82), which cannot
affect household income. A 1% change in the level of
taxation leads to a 0.42% change in the number of people
employed in the economy in the opposite direction.

At the same time, various corporate taxes and indirect
taxes account for 61.1% of consolidated budget revenues
and are the budget-forming element of budget policy.
Thus, it can be concluded that the tax system in Ukraine
needs to be reformed and a clear, transparent taxation
system created, whose indicators could be correlated
with other macroeconomic indicators and allow for the
construction of forecast models, both for the purposes of
public administration and for potential investors.

Social policy should be directly linked to household
income growth. Let us calculate social policy expenditures
as the difference between social benefits in the structure of
household income [2] and social protection expenditures
of the consolidated budget of Ukraine [3].

A comparison of the dynamics of social fund payments
and household income (Figure 7) shows a close relationship
between them (correlation coefficient of 0.98). A 1%
increase in social fund payments leads to a 0.92% increase
in household income. Thus, one of the objectives of public
policy should be to stimulate the development of social
institutions, including private pension and insurance funds.

4. Monetary policy indirectly affects the formation of
household savings and their willingness to invest. A stable
monetary system and low inflation stimulate consumer
confidence in financial institutions, while a low key
policy rate discourages investment in the banking system.
An analysis of the National Bank of Ukraine's key
indicators [3] shows the following:

— There is a moderate relationship between the NBU
discount rate and the inflation index (correlation coefficient
of 0.74), but it was not possible to identify the average
elasticity coefficient between the two indicators due to
significant differences in annual indicators (Figure 8).
Thus, we can conclude that the inflation index is influenced
by other indicators besides the base rate.

— The relationship between the NBU's key policy
rate and household deposits. The dynamics of household
deposits growth was maintained despite fluctuations in the
NBU's key policy rate. Given the relationship between the
key policy rate and inflation, the same conclusion holds
for the relationship between inflation and household
deposits. In this case, an increase in the key policy rate
causes a slight decrease in national currency deposits and
an increase in foreign currency deposits, but there is no
statistical significance to this relationship.

— Traditionally, it is believed that an increase in the key
policy rate leads to a decrease in investment. However, an

analysis of the NBU data with a correlation coefficient of
0.72 shows that as the key policy rate rises, lending to the
nonfinancial sector of the economy increases.

There is no relationship between the NBU discount rate
and household income and expenditures. However, there
is a link between the key policy rate and gross household
savings (correlation coefficient -0.71), with a 1% decrease
in the key policy rate leading to a 0.6% increase in savings.

Thus, the impact of monetary policy in Ukraine does
not correspond to the traditional postulates of economic
theory. At the same time, there is no relationship between
household savings and fiscal policy in Ukraine. This can
be explained by the inconsistency between monetary and
fiscal policy and the fact that the actions of the executive
branch offset the NBU’s measures, and vice versa.

5. The state's communication policy is not subject to
statistical accounting. However, as noted above, less than
20% of surveyed households use financial instruments to
save their money, and 49% of households, despite having
excess funds, keep cash at home. This situation indicates
the absence of a unified information policy to improve the
efficiency of households' investment opportunities and a
low level of trust in financial institutions.

Thus, we can formulate the main measures to optimize
public policy.

The analysis shows that the first thing that needs to be
done is to reform the state's tax policy. It can be assumed
that taxation of individuals does not correspond to the
function of regulating household income and expenditures.
Professor A. Krysovaty argues that “taxation of countries
with developed market economies is an example that can
be used as a model for approximation of domestic taxation.
However, there is a problem in the need to find the
optimal combination of progressive tax instruments and to
review the changes in economic, social and institutional
conditions” [4]. Therefore, it is advisable to take advantage
ofthe experience of developed countries (Austria, Belgium,
Spain, Canada, Czech Republic, Denmark, Estonia,
France, Germany, Ireland, Israel, and the United States) and
move from individual taxation, which depends on the level
of income and does not take into account marital status,
to taxation of household income. This approach allows
choosing the most optimal option for income taxation (joint
or separate taxation of spouses' income), takes into account
the social characteristics of the houschold (presence of
socially vulnerable persons in the household) and enhances
social justice in taxation. When taxing spouses' income,
significant benefits can be provided in the form of tax-free
amounts of income for each of their members who are
dependent on the taxpayer (minor children and the elderly).
In addition, taxation of household income will allow for
a more optimal approach to family planning, which is
becoming more important in the context of the current
demographic crisis in the country. The transition from the
current taxation practice to the taxation of household income
can be carried out gradually and in stages.

Another feature of the tax policy on household income
taxation should be a return to the use of the tax-free
minimum income, which should correspond to the level
of the subsistence minimum set by the budget (currently,
according to Article 169.1.1. of the Tax Code of Ukraine,
the tax social benefit is 50% of the subsistence minimum
for an able-bodied person [5]), and should apply to all
household members regardless of their income.

121



ExoHomiuHul npocmip

N2 188,2023

Today, a personal income taxpayer simultaneously
receives social assistance. Thus, paying taxes leads to an
increase in budget expenditures on social protection. At the
same time, global science has proven that the introduction
of targeted tax privileges is a more effective measure than
the payment of social transfers from the budget. Therefore,
itis advisable to return to the practice of progressive income
taxation, which is widespread in developed countries.

Domestic practice shows that the proportional taxation
of personal income introduced on January 1, 2004, performs
well only “the function of providing subsidies to wealthy
households and stimulating imports (because wealthy
households increase demand for expensive foreign-made
goods)” [6]. For low-income groups of the population, it
is advisable to set relatively low tax rates (or absolute tax
exemption).

Another problem that has a significant impact on the
level of household expenditures is the significant amount of
expenditures on indirect taxes, primarily value added tax,
which is stable in Ukraine and amounts to 20% according
to Article 193.1 of the Tax Code of Ukraine. In order to
reduce the pressure of indirect taxes on household budgets,
it is advisable to use the experience of foreign countries
where indirect tax rates are differentiated (essential goods
are taxed at lower rates, luxury goods at higher rates, and
other goods and services at the basic rate). In this case, the
decrease in budget revenues due to lower rates for consumer
goods will be offset by an increase in revenues from higher
rates for luxury goods. As an option to reduce the costs of
VAT administration, we can use the experience of the United
States, where a differentiated sales tax is applied.

In Ukraine, despite the global experience, tax pressure
on small investors is increasing. Thus, since January 1,
2015, the rate of 18% tax on interest on deposits has been
in effect (Article 164 of the Tax Code of Ukraine [5]).
As a result, the banking sector's attraction of funds from
the population decreased from UAH 418,135 million in
2014 to UAH 410,895 million in 2015 [3]. The introduction

of such a tax significantly reduces the interest of households
in saving on deposit accounts and, accordingly, reduces the
resource base. In addition, one can question the substantial
filling of the state budget by this tax, which, according
to many experts, does not meet the country's need for
additional financial revenues and is inefficient [7].

Conclusions. One of the problems of transforming
household savings into investments is the financial
illiteracy of the population. In a market environment,
effective investment of savings requires at least minimal
knowledge of the basics of financial market functioning
and possible investment areas. The state should create the
necessary conditions to provide households with the necessary
information in direct cooperation with representatives of the
financial sector, which can be an additional tool for the latter
to promote investment services. In addition, the state should
control the information flows in the media regarding financial
services, which often provide incorrect and false information
and, instead of educating consumers, cause panic and negative
expectations that may later become reality.

It would be advisable to create a financial education
channel, involve leading and well-known experts in the
financial and investment sector, and a hotline to provide
advice on financial literacy, financial legislation, organizing
and running your own business, taxation, etc.

It is also advisable to introduce a number of changes to the
domestic education system in line with global trends in order
to improve the level of financial literacy of the population.
Investments in education have always been and remain an
important component of raising the level of human capital.

Certain areas of public policy can contribute to the
effective use of the investment potential of households,
namely: ensuring household participation in co-financing
investment projects or programs; analyzing and adapting
foreign experience in the use of household savings,
especially the use of accumulative investment schemes
(opening pension accounts, purchasing housing and
business real estate, investing in education, etc.
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