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GENESIS OF BUDGETING
AT THE MACRO-LEVEL

The intermediate results of the study about the essence and development of bud-
geting technology were shown. Budgeting technology changes at the macro level in the
public policy tasks implementation are systematized and concretized. It is proposed to unify
the use of the concept with the context of the use of "budgeting” in domestic publications
on financial issues
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Background. The development of financial resources allocation tech-
nology at the macro level requires further specification of the modern
budgeting evolution study to determine its proper spot among the financial
science concepts. In the research process of budgeting, the conclusion about
this technology as an integral objective property of financial relations was
obtained, although it received the modern name "budgeting" only a few
centuries ago. "Budgetary policy", "budgetary mechanism", "budgetary mana-
gement" and "budgetary architecture" terms connected with the essence
of "budgeting" in the discourses about public finance management.

Modern budgeting as a technology of combining management and
politics methods and tools with the financial relations and financial reso-
urces [1] uses development of management techniques to ensure additional
accuracy in achieving the public administration expected results. In other
words, organization of budgeting that meets the available resources and
goals, ensures the ideas of budget architectonics implementation through
a dynamic combination of budget mechanism and budget policy. Macro-
level budgeting provides an opportunity to focus the budgetary relations
system analisys either on the powers of the entities, or on the attraction and
allocation of resources ways, or on the policy implementation format by
involving the combination of political science and management sciences
generation into the public finance management.

Much attention is paid to the use of the concept of "budgeting" for the
microeconomic entities activities in domestic publications. At the same
time, in foreign publications, modern "budgeting" is used both for the finan-
cial relations of all levels and for the interdisciplinary aspect to emphasize
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the streamlining of resources to achieve a certain goal. It is necessary
to specify the significance of this concept for domestic science through the
essential meaning, systematization of historical development in public finance
and the current context.

Analysis of recent researches and publications. In modern domestic
publications, budgeting as a borrowed term (budgeting in English) is used
in two main contexts: to describe work directly with budgets (of any level);
to describe the technology of combining separated in time and characteris-
tics of the components of financial relations and management tools of econo-
mic entities. S. Polishchuk [2] defines budgeting as a separate technology of
financial planning and begins the historical countdown of budgeting as an acti-
vity of economic entities from the middle of the last century. N. Yuvzhenko [3]
(as well as other authors) supports this opinion and emphasizes the spread
of budgeting technology in the direction from the micro level to the macro level.

The facts of public budgeting development through the adoption
of specific laws since the 1960s were given by L. Vasiutynska and M. Slat-
vinska [4]. V. Demianyshyn and Z. Lobodina considered the budgetary me-
chanism [5], the aspects of budget policy implementation are studied in the
works of I. Chugunov and co-authors in different years [6]. S. Kondratiuk
through the genesis of the budget in Great Britain brought the formation
of modern budgeting meaning with the development of parliamentarism and
showed the evolution of "budgets" essence concept at the state level [7]. The mi-
gration of the concept of "budgeting" between the branches of science will
be demonstrated by the example of the article on mental budgeting in infla-
tionary expectations of the consumer for rationalization in human thinking
by S. Hirschman and others [8]. Now the concept of "budgeting" is applied
to many economic-related practical mechanisms for financial resources
consolidation and relations to achieve a certain goal.

The leading role of financial resources of cities in the formation of US bud-
geting (1910-1950) is emphasized in the articles of American researches [9].
P. Foreman emphasizes government budgeting until the 1940s in Australia
through the development of state order and the public sector of industry [10].

The statements in this article are supported by selected publications,
but it should point out a significant number of publications, textbooks for
universities and civil servants, collective volumes under the auspices of the
OECD and the World Bank on public budgeting and its evolution. They
were published more than 10 years ago, they are not mentioned to avoid
overloading the bibliography.

The aim of this article is a coverage of some results of a com-
prehensive study about budgeting as a technology for managing financial
resources, its development towards universalization; as well as a demon-
stration of the evolution of budgeting, which in different periods of time
exhibit the approbation of certain techniques to achieve goals and results.
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Materials and methods. The results of the article are based on the
study of foreign and domestic publications on budgeting, systems mana-
gement and cybernetic approach over the last two centuries, the author’s
empirical observation of budgeting practices in the world through official
sources of information. Theoretical generalization methods based on the
results of the analysis of the budgeting practices components have been used
in the article for obtaining the results.

Results. Human communities organized common resources through
financial and management technologies to adapt for their environment
in ancient India, China and Egypt. The concept "fisc", which meant the
place of the treasury of the head of state in the Roman Empire, was later
transformed into the name of the policy of redistribution of funds from
payers and sources for the interests and will of the authorities. It is neces-
sary to emphasize the important role in the history of the common centra-
lization of value by removing it from individuals in favor of the power
subjects subsequent redistribution (including religion) without equating finance
and money. The right to redistribute value through the parts of production
division between producers developed, and with the development of trade
unions and similar associations — between employees [11]. The need for re-
distribution and pooling of financial resources for further redirection in the
process of achieving the goal is objectively inherent in society, and its
subjective implementation determines the constant development of financial
relations forms and methods [12].

Although the name "budget" became fixed for the financial and legal
object of fiscal policy several centuries ago [7], prototypes of embodiments
of government search for revenues and their subsequent distribution in the
management process exist throughout government history, implemented in
fiscal policy (e.g, history of revenue sources is shown in the publication
0. Baik [13]). Along with taxes, the state included in the budget the public sec-
tor of the economy, its ownership of production and infrastructure using [10].
Raising funds from securities also took place to support certain government
projects. The term "budgeting" spread with the strengthening of the political
component in fiscal policy, when budgets became the subject of compro-
mise discussion.

The concept of budgeting was actively used at the beginning of the
last century. In the 1920s, the main task of budgeting was to streamline the for-
mation and implementation of budgets at all levels (followed by the forma-
tion of budget systems), accounting and accountability of participants in the
budget process, "budget awareness" of the public and democratic control [14].
At the same time, the concept of "architecture" of budgeting was mentioned
and two budget classifications were used, which fit the format of budgets by
lines to streamline analysis and management: prototypes of modern depart-
mental classification of budget expenditures (by budget entities) and econo-
mic appointment.
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The economic thought of the Russian Empire, and then of the Soviet
Union, to which Ukraine belonged, tended to limit the scope of financial
science to state budgeting. The concept "budgeting" itself was not used,
it was about "finance" as a service for the formation and use of resources
to authorities needs and government policy activities, starting with the works
of M. Speransky, and "state (not public) finance" as primary tool of regula-
tion and stimulation economy for the prospect.

It is interesting to draw parallels between English-language and Russian-
language discourses on budgeting. In English-speaking countries, including
the United States, budgeting was seen as a set of applied ways to centrally
organize a decentralized system of financial relations with authorized enti-
ties that performed functions at public expense. Russian-language science
considered "finance" as a theory of servicing a single centralized state finan-
cial economy, where financial relations needed to be streamlined through
the correct definition of income and expenditure components of a holistic
(as a single object) financial cost estimate — the budget. However, more than
a hundred years ago, scientists took a systematic approach to the organiza-
tion of public finances and budgeting.

In the first half of the last century, the development of budgeting con-
tinued as a technology with a set of methods and tools to combine financial
resources in government activities, their accounting, planning and reporting.
This technology was not used in the private sector at that time on the
example of Australia: "Private industry did not generally adopt budgeting
and standard cost techniques before the 1940s, partly due to the size
of industry units..." (small — auth.) [10, p. 50]. First of all, budgeting in the pri-
vate sector at the beginning of the last century did not develop due to the lack
of the williness to report about internal financial flows and due to the low
complexity of economic and financial operating of the privat enterprises.

Budgeting at that time was correlated with the managing public finan-
cial resources based on scientific approaches to management and accounting
of revenues and expenditures. The use of shares and debt securities also
took place at the state level and state-owned companies or with the direct
participation of government officials after speculative fever and the "Bubble
Law", which during its action gave rise to new ways to fulfill state budgets
and the government officials needs [15]. Programs and bonds were used in par-
ticular for the construction of road networks or railways (for example in India,
tsarist Russia in the nineteenth century).

Budget relations with the development of democracy and the govern-
ment institutions system (instead of personal power) have acquired a compa-
rable between the countries of the whole world’s "budget format" [16] and
features of public budgeting technology: consistency, accountability, stream-
lining the organization management of subjects [17] and legal nature. Although
these features are common to modern budgeting, their compositions involve
a combination the financial relationships with management techniques such
as plans, programs, performance and efficiency, accounting tools, and data
analysis techniques.
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The systematization of knowledge about management and the combi-
nation of its scientifically described methods with systematic and analytical
approaches gained considerable popularity among scientific circles in the
middle of the last century. Tectology, cybernetics, the theory of behaviorism
are devoted to the organization and management of systems. Planning is one
of the universal tools for organizing the activities of entities, which is used
in management. Programs, goal setting, evaluation are tools of information
management provided through the accounting of universal management,
which can be applied both in combination with planning, and at budgeting.
The above is concretized through the development of budget formats in the
budget system, basic budgeting techniques and decision-making manage-
ment for budgeting by fund managers (spending units).

In Ukrainian budget science, four bases of the budget system have
been identified, which distinguish the types of budgets, their interrelations,
revenues and expenditures characteristics and components. At the same time,
foreign budgeting is often described in relation to the "policy" of the govern-
ment to which budgets are subordinated. The rapid development of mana-
gement sciences and the study of systemic interactions brought to the fore in
the 1950s the idea of systemic comprehensive planning through the bud-
geting [4]. At the same time, the relationship of financial, non-financial
resources, goals and objectives began to formalize in programs designed for
several years of use, and in the early 60’s proposed a format of public
finance "planning-programming-budgeting" (PPB is name from the USA) [18].
But the impact on budget systems through external (centralized) plans and
programs has not justified itself due to the difficulty of taking into account
the implementation of the needs, powers and behavior of performers
in complex systems. Therefore, on the example of the United States, the
system was reformatted until the 1970s. During this period, such budgeting
techniques (methods) as "zero-based" budgeting and "incremental" budge-
ting were singled out and tested. The incremental budgeting method deve-
loped further and have been allowed to allocate the project components in
in budgets which were revised on other conditions and could have various dura-
tion of performance in comparison with traditional operating parts of budgets.

During the 1970s, goals and policy makers became key elements
in public budgeting. Since the 1980s, along with administrative management
in the civil service, which provided for a clear vertical of orders and many
units of subordinate officials, developed competitive management between
departments and even individual positions. The word "administrative" has even
become synonymous with describing the public sector before this. Budget
holders have been empowered to freely allocate budget resources within
a certain approved framework (limits, "ceilings"), to set intermediate goals
for the best achievement of their public policy goals. Instead, "spending
units" have become more responsible, accountable and dependent on their
performance for further funding from the budget [22]. Such techniques
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as program budgeting, where the executors followed the programs of acti-
vity, and performance budgeting have been developed, where the result
of the activity within the program or budget unit became decisive for obtai-
ning further financing. These techniques, as well as any manifestation
of modern budgeting, in a complex system of implementation have many
nuances of application, but they are topics for future publications.

At the beginning of the 21st century, public budgeting, along with the
public sector as a whole, start has been influenced by a personalized app-
roach to performers not only as heads of departments. Attention is paid
to the civil servants personalization, the calculation of KPI for a particular
position. Informatization and practice of "good governance" involve such
a component of performance budgeting as assessment of civil servants not
only by the government system standarts indeed but also by consumers
of "public services", which built the comprehensive feedback and its impact
on the activities of individual employees inside and outside the budget unit
in the overall scheme tasks of a comprehensive, systemic government policy.
At the same time, such management tools as a plan, program, or accounting
tool — cost sheet — can be used in the future. But monitoring and evaluation
of the activity of performers for budget funds is necessary, so in European
countries it is about performance budgeting as the most modern and advan-
ced technology [20]. Performance budgeting involves different algorithms
for linking public funds and performance. Budgeting techniques generally differ
in the criteria of grounds for obtaining budget (or public) funds in managing
their distribution. At the same time, the concept of "budgeting" in the gene-
ral context still refers to the formation and implementation of "budgets".

The stage of budget systems format and government policies develop-
ment in combination with budgeting after complicating its implementation
with plans and programs is shown in the figure.

sPlanning-Programming =Responsible executors form

Budgeting in the United goals and programs due to
States sPrograms are primary to the the government/local
sCentralized planning of the content of the budget authority policies
USSR eor Fiscal capacity of #Budgeting according to the
budgeting determines the accountability

list of programs

Development of budgeting in the system of public management

Source: developed by the author.

ISSN 1727-9313. HERALD OF KNUTE. 2020. W 6 71




FINANCE AND BANKING

The evolution of budgeting methods has developed according to the
following objects of financial resources allocation: "budget bodies (institu-
tions) — allocation of funds (by functions) — plans and programs — goals and
performance indicators of their achievement — tasks of managers / recipients
of the budget funds — public services, diversified according to specific indi-
viduals needs". Various names for the combination of methods in the frame-
work of budgeting techniques commit an additional complication to the modern
interpretation of the technology itself, so this publication shows the essence
of budgeting through resource allocation.

Subjects of modern public budgeting in the public finance system are
engaged in revenue planning, streamlining and direction of expenditures,
monitoring and evaluation of the spending funds results for their activities.
Each specific design (or architectonics) of these combinations allows resear-
chers to identify and describe both concrete manifestations of budgeting
technology, and to identify methods in the technology, some of which are
described in previous ukrainian publications [21]. Complications of economic
tasks and acceleration of the exchange of information on budgets took place
along with the systematization and fixation in science of management tech-
niques in the budgeting system. The objects of management were public
budgets as plans and regulations, public finances with the inclusion of the
budget system, the subjects-institution’s powers impact on the organization
system. The latter includes building in Ukraine a relationship between the
Ministry as the main administrator of funds (key spending unit) and sub-
ordinate executors of budget programs to obtain the best "impact" on the results
of budgeting in Ukraine.

Additionally, a superstructure for the management of public financial
resources in the form of budgeting for personalized needs is being deve-
loped: gender, participatory, environmentally responsible, etc. These built-in
basic budgeting tools for identifying needs under the sustainable develop-
ment goals provide additional opportunities to achieve results in primary
(traditional) budgeting.

A whole stratum of domestic economics considers "budgeting" as
a technology that appeared at the level of economic entities only in the 1960s. It
can be assumed that this is due to insufficient familiarity with foreign lan-
guage professional literature (for example, as an analytical paper [22]), after
all, in the last century, only some textbooks on systems management and
public finance were translated. Well-known Western systemologists were
interested in the influence of the subjects of the system on its management,
self-organization of the systems, including economic activity in particular.
R. Akoff published his book in 1970 [23] and it was translated in the USSR,
it did not mention budgeting, it was devoted to planning in the economic
system by combining a management approach and economic (including
financial) methods. His book which was published in 1981 [24] dealt with
planning in corporations with the consideration of their employees interest
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(R. Akoff is a recognized behaviorist, in addition to studying applied app-
roaches to systems), and mentioned program budgeting as a tool for quan-
titative analysis.

The term "budgeting" in connection with the organization of corporate
finance on the basis of criteria for distribution between units of the system
and "active" control (translated as controlling) could be used by I. Blank,
whose work became the basis for domestic scientific development of corpo-
rate financial management. Domestic publications were interpreted the work
of system-managers in the middle of the last century on the use of planning
and behaviorism in economic systems as a basis for the concept of "bud-
geting". The origins of this interest in the combination of plans and pro-
grams since the 1960s, and its connection with the budget sphere, are shown
in the previous article.

Conclusion. With the development of the essence of budgeting, this
term has acquired a very wide range of applications, so it makes no sense to
limit the use of this name to a particular area of financial science. However,
the use of the concept of budgeting in the study of public finance provides
significant advantages due to the experience of its technologies, techniques,
applied methods and tools, which detaization is rarely used in domestic pub-
lications on public financial relations, in particular adaptation the budget
architecture in the useful working techniques and budgeting methods.
Management developments in the use of budgeting in the world allow
to detail "budget politics" from a whole object and combine it with specific
government decisions in terms of specific responcible subjects policies due
to the emergence of this term in its modern form.

Modern budgeting has developed in the context of using first external
influence on budget units in the form of plans and programs, then creating
competitive conditions for budget units to perform their tasks, and today the
responsibility of both employees of budget units and the citizens has
become direct involvement in the budgeting process with the permanent
purpose of efficiency financial resources management performing. The con-
cepts detailing and concretization in financial management is a necessary
prerequisite for the formation its results predictability through the avoidance
of the content substitution and the absence of "blind spots" among the
selected technology.

The direction of further research and additions on the subject of this
publication is to systematize the essence of effective techniques and bud-
geting tools through its empirical use, analysis of the such tools as "pro-
gram", "goals" and "indicators" apply in budgeting without static fixation
in the content of technology as enhancement of the flexible management
tools combinations using by the subjects of financial relations is the purpose
of modern budgeting.
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Kuoep T. I'enesuc 610031cemyeanHns Ha MaKpopigHi.

Ilepeomosa. Busnaueno, wo mexnonozis Ol00x#cemyeants € Hegio '€EMHOI0 00 eKmues-
HOIO 61ACMUGIiCmI0 QIHAHCOBUX BIOHOCUH. BloOjicemysants Ha MAKPOPIBHI HAOAE MONCTIU-
gicmb OKyCy8aHHs aHanizy cucmemu 000NCEMHUX BIOHOCUH A0 HA NOBHOBAICCHHAX
cyb’ekmis, abo Ha MOYKAX MAJCIHHA ma anoxayii pecypcis, abo y gopmami cucmemu
IMnIeMenmayii NOATMUKU.

Memoro nyonixkayii € egonoyiss 0100xCemy8ants, AKA y pi3Hi nepioou noKazyeaid
anpobayito oKpemux mexHix 00CacHeHHs yinell i pe3y1bmamis.

Mamepianu ma memoou. 10 uac 00cnioxHceHHs BUKOPUCMAHO Memoou meope-
MUYHO20 Y3A2aNbHEeHHSA 3a Pe3YIbMAamamMu aHaiizy CKIAOHUKIE NPAKMUK 01004Cemy8anHs.

Pesynomamu 0ocnioxcenna. [lonammsa 6100xcemy8anHs aKmMusHo 8UKOPUCIOBY6a-
JI0CsL 8Jice HA NOYamKy Munyio2o cmonimms. Y 1920-x pokax ocHOGHUM 3a60aHHAM OHOOJICe-
MYBAHHS BBANCANOCS BNOPSOKYBAHHS (DOPMYBAHHS MA SUKOHAHMS OI00dCEmis yCix pisHis.
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3 1950-x poxis cnocmepieascst po3gumox opmamie 6100dcemie y 6r100x0cemHitl cucmemi,
OCHOBHUX BIOOKDeMIIeHUX MEXHIK 0I00XHCemyBanHs ma YNpaeiiHHA NPULHAMMAM DilleHb
w000 0100dCcemy8anHs po3nopaoHuKamu kowmis. Eeonoyis memooie 6r100xcemy8aHHs
pOo38UBANACA 30 MAKUMU 00 'ekmamu anoxayii ginancosux pecypcig: "6r00xcemui 0OuHuyi
(Ycmanosu) — npusHavenuss Kowmie ((ynxyii) — naanu i npoepamu — yini i pe3yromamueni
HOKA3HUKU IX OOCSCHEeHHS — 30680aHHS PO3NOPSOHUKIE/00epiicysayie Koulmie — nyouiuHa
nocyea, oueepcughixosana 3a nompebamu KoHKpemHozo inousioa”. Piznomanimui nazeu ons
NOEOHANHS MEMOOI8 Y PAMKAX MEXHIK 61002iCemy8ants 000AmKO80 YCKIAOHIOIOMb CYYACHe
MPAaKmMy8aHHsi camoi mexnonozii, momy y yiti nyonikayii nokasamo cymticme 01002cemy-
BAHHA Yepes aloKayiro pecypcis.

Bucnosku. 3 pozeumxom cymuocmi 6100cemysanHs yel mepmin Habys 0yoice wupo-
K020 OIanazony 3acmoCy6anHsl, OMdice, HeMAc CEHCY 00MelCy8amu U020 GUKOPUCMAHHS
oKkpemoro cgheporo hinancosoi Hayku. Pazom 3 mum, GUKOPUCTHAHHA NOHAMM OHO0NCemy-
6aHHA NpU GUEUeHHI NyOniuHux QiHaHCI@ HaOAe 3HAYHI nepesacu yepe3 HANPAYbOBAHUL
00C6i0 11020 MEeXHONO2Il, MeXHIK, Memooig ma IHCMpyMeHmia, 0emanizayis AKUX Maio 6UKO-
PUCTOBYEMBCS Y GIMYUUSHAHUX NYONIKAYIAX w000 NYyOIYHUX (DIHAHCOBUX GIOHOCUH, 30KpEMA
aoanmayii 61002cemHoi apXimeKmoHiKu y NpuKIaoHi mexHiku i Memoou 6100x4cemy8aHHs.

Kniouogi crnoea: nybniuHe OIKETYBaHHS, PO3MOPSIHUK KOIITIB, PE3yIbTaTHBHE
OroJKETYBaHHS, METO/IM OIO/KETYBaHHS, yOIiuHi (hiHaHCH, OIO/PKETHUI MEHEIKMEHT.
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