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Abstract

In today’s globalised world, the issue of legislative harmonisation has gained particular relevance, especially
in the context of institutional support for the budget process at the local level. The aim of this study was to
determine the optimal balance between unification and adaptation in the process of legislative harmonisation
concerning the institutional framework of the local budget process. To achieve this objective, a comprehensive
research methodology was employed, including comparative legal analysis, historical-legal method, formal-
legal method, as well as systemic, institutional, and functional analysis of the regulatory frameworks of
Central and Eastern European countries. The study revealed that the Polish and Estonian approaches
demonstrate an effective model of balancing standardisation with localisation, whereby general principles
of the budget process are established while preserving flexibility for municipalities. It was established that
institutional coordination mechanisms, particularly advisory councils and specialised committees involving
representatives from various levels of government, play a key role in achieving this balance. A comprehensive
approach to legislative harmonisation was proposed, combining centralised guidance with decentralised
implementation, ensuring both adherence to general principles and consideration of local specificities.
Key institutional challenges in harmonisation were identified, including insufficient professional training
of financial department staff and limited technical capacity in Ukraine and Serbia compared to Poland and
Estonia. The necessity of enhancing the institutional capacity oflocal self-governmentbodies was substantiated
through the introduction of mandatory professional development programmes, improving the regulatory
framework by eliminating contradictions between declared local budget autonomy and actual restrictions,
and strengthening coordination between national and local levels through specialised mechanisms such as
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Poland’s Joint Commission. The findings of this study can be utilised in developing legislative harmonisation
strategies for countries pursuing European integration and in refining existing mechanisms for coordinating
the budget process across different levels of government
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Introduction

Contemporary processes of globalisation and regional
integration present new challenges for national legal
systems, particularly in the context of improving in-
stitutional support for the budget process. Legislative
harmonisation serves as a key instrument for ensuring
coherence among legal norms across different juris-
dictions, thereby facilitating more effective interaction
between subjects of international relations. However,
legislative harmonisation is not a uniform process and
requires striking an optimal balance between the uni-
fication of legal norms and their adaptation to national
and regional specificities.

The issue of finding an optimal balance between
unification and adaptation has gained particular rele-
vance in the context of contemporary global challeng-
es and institutional transformations. The analysis and
development of theoretical foundations for legislative
harmonisation and unification in the context of regional
integration have been explored in studies by T. Nurma-
tov (2022) and a group of scholars led by N. Parkhomen-
ko (2024). These works contribute to an understanding
of legislative harmonisation processes, identifying key
challenges and obstacles. T. Nurmatov’s (2022) defini-
tion of harmonisation as a coordinated policy of legal
regulation, along with N. Parkhomenko et al. (2024)
analysis of the specificities and problematic aspects of
EU law implementation into national legislation, en-
hances the comprehension of harmonisation processes.
R. Ghetti (2018) focuses on harmonisation as a process
aimed at reducing legal diversity between jurisdictions
but overlooks the specific context of local budgets and
the need for adaptation to national particularities.

Modern scholarly literature contains a significant
number of studies addressing various aspects of legis-
lative harmonisation and institutional support for the
budget process. Particular attention should be paid
to works examining the institutional foundations of
budget planning within the system of macroeconomic
regulation. A thorough analysis of this issue is present-
ed in the study by I. Chugunov & I. Liubchak (2023), who
emphasise the importance of adapting the institutional
environment to social and economic changes. By com-
prehensively analysing the essence of the institutional
environment of budget planning and elucidating the con-
tent of the budget institution and the institution of budg-
etary policy, the authors establish a theoretical founda-
tion for systematising conceptual approaches to studying
the institutional framework of the budget process.
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An important contribution to the development of
theoretical foundations in this field is made by stud-
ies identifying factors influencing the capacity of local
authorities to implement adaptation measures. A sig-
nificant contribution to understanding these issues
was made by N. Rogers et al. (2023), who in their study
identified two key factors: authority and adaptive ca-
pacity. The value of their approach lies in identifying
key institutional barriers to municipal adaptation,
among which the lack of support from elected local
self-government leaders occupies a prominent place.
Such analysis allows for a deeper understanding of
institutional challenges in implementing changes at
the local level and outlines potential solutions in other
contexts, particularly in the realm of budget process
support. These findings are complemented by the con-
clusions of A. Sdez-Martin et al. (2021), who, examin-
ing factors influencing the level of institutional sup-
port for legislative implementation at the local level,
demonstrated that indicators such as municipal size,
budget surplus, and political support have a positive
impact on institutional backing for local legislative im-
plementation.

Substantial scholarly interest lies in research ex-
amining relevant legislative changes in the implemen-
tation of local budgets. In this context, the conclusions
drawn by A. Harbinska-Rudenko et al. (2022) are par-
ticularly significant, as they emphasise the importance
of streamlining regulatory acts to ensure prompt re-
sponses to the needs of territorial communities. By
investigating the principles of efficient, proper, and
continuous implementation of local budgets and ana-
lysing regulatory changes in this sphere, the authors
have made a substantial contribution to understanding
adaptive mechanisms in the local budget process.

Empirical evidence underscoring the importance
of regional strategic governance in implementing adap-
tive measures at the municipal level is presented in the
study by N. Bonnett & S. Birchall (2022). The authors’
analysis, based on the case of local authorities in Brit-
ish Columbia (Canada), not only established the criti-
cal role of regional leadership in initiating adaptive
measures but also identified limitations in their prac-
tical implementation due to the absence of detailed,
evidence-based policies. The value of this research lies
in its emphasis on the importance of collaboration and
leveraging the strengths of different governance levels
to overcome adaptation barriers.
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Despite the substantial body of scholarly work ded-
icated to the theoretical foundations of legislative har-
monisation and institutional questions concerning the
adaptive capacity of regional authorities to regulatory
challenges, the issue of institutional support for the lo-
cal budget process remains under-researched. Particu-
larly relevant is the analysis of the specificities of legis-
lative harmonisation in the context of decentralisation
and the growing role of local budgets in ensuring the
socio-economic development of territories. Therefore,
the objective of this study was to identify approaches
that would ensure an optimal balance between unifi-
cation and adaptation in the process of harmonising
legislation concerning the institutional framework of
the local budget process. To achieve this objective, the
following tasks were defined:

1) elucidate the theoretical and methodological
foundations of legislative harmonisation and examine
conceptual approaches to the interplay between the
processes of unification and adaptation of legal norms;

2) analyse international experience in balancing
standardisation and localisation in the legal regulation
of the budget process;

3) develop recommendations for improving the in-
stitutional framework of the local budget process, tak-
ing into account the optimal balance between the unifi-
cation and adaptation of legal norms.

Materials and Methods

The methodology of this study was based on a com-
prehensive, multi-level approach to examining the pro-
cesses of legislative harmonisation concerning the in-
stitutional framework of the local budget process. The
selected methodology enabled the identification of pat-
terns, specificities, and problematic aspects in achieving
a balance between the unification of legal norms in ac-
cordance with EU requirements and their adaptation to
the national contexts of different countries. The founda-
tional basis of the research was the analysis of the regu-
latory framework, which consists of two primary levels:
supranational (EU legislation) and national (legislation
ofPoland, Estonia, Croatia, Ukraine, Georgia, and Serbia).

The analysis of the supranational level involved
the examination of key EU directives and regulations
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that establish the fundamental requirements for budg-
etary processes at all levels, including the local level.
In particular, the following were subjected to detailed
analysis: Council Directive No. 2011/85/EU “On Re-
quirements for Budgetary Frameworks of the Member
States”!, which sets out the core principles of budgetary
planning, reporting, and control, including fiscal disci-
pline requirements for subnational authorities; Regu-
lation No. 473/2013 “On Common Provisions for Mon-
itoring and Assessing Draft Budgetary Plans”? which
strengthens coordination mechanisms between nation-
al and local levels of budgetary planning; Regulations of
the European Structural and Investment Funds 2014-
20203, which define the rules for financial support for
regional and local development and include require-
ments for the preparation and implementation of re-
gional programmes; Regulation No. 2021/241*, which
introduces new fiscal sustainability requirements, in-
cluding provisions for local budgets in the post-crisis
recovery context. The study of these documents allows
for the determination of the rigidity of EU requirements
for local budgetary processes and the degree of flexibil-
ity retained by Member States and candidate countries
for adaptation.

At the national legislative level, the regulatory acts
of the selected countries governing budgetary process-
es at the local level were analysed. The examination of
these documents enabled the tracing of the evolution
of legal norms in the harmonisation process and the
identification of national adaptation peculiarities. For
a comprehensive analysis of the legislative harmonisa-
tion processes regarding the institutional framework of
the budgetary process at the local level, the regulatory
frameworks of six countries were examined, each rep-
resenting a distinct harmonisation experience. Poland
was considered as an example of successful harmoni-
sation through the analysis of three key laws: Public
Finance Act of Poland®, which establishes the general
framework of the budgetary process, including the lo-
cal level; the Local Government Revenue Act of Poland®,
regulating the financial basis of municipalities; and the
Act on Commune Self-Government of Poland’, defining
the institutional structure of local self-government. Es-
tonia was studied as a model of innovative approaches

! Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

2Regulation of the European Parliament and of the Council No. 473/2013 “On Common Provisions for Monitoring and Assessing Draft
Budgetary Plans and Ensuring the Correction of Excessive Deficit of the Member States in the Euro Area”. (2013, May). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473.

3 Regulation of the European Parliament and of the Council No. 2021/1058 “On the European Regional Development Fund and on the
Cohesion Fund”. (2021, June). Retrieved from https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R1058.

* Regulation of the European Union No. 2021/241 “On the Recovery and Resilience Facility”. (2021, February). Retrieved from https://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241.

®Public Finance Act of Poland. (2009, August). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/
D20091240Lj.pdf.

®Law of Poland “On Local Government Revenue”. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU20032031966/U/D20031966Lj.pdf.

"Law of Poland “On Commune Self-Government”. (1990, March). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU19900160095/U/D19900095Lj.pdf.

Law Journal of the National Academy of Internal Affairs, 15(1), 27-47 29 I


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R1058
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/D20091240Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/D20091240Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU19900160095/U/D19900095Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU19900160095/U/D19900095Lj.pdf

through the analysis of the Local Government Organisa-
tion Act of Estonia?, which forms the institutional foun-
dation of local self-government, and the Municipal and
Urban Budget Act of Estonia? outlining the specifics of
the budgetary process at the local level. Croatia was ex-
amined as an example of the most recent harmonisa-
tion based on three laws: the Decision of the President
of Croatia “On the Proclamation of the Law on Amend-
ments and Supplementation to the Budget Law”?, es-
tablishing general rules for the budgetary process; the
“Local and Regional Self-Government Act”, defining
the competences of local authorities; and the Financing
of Local and Regional Self-Government Units Act®, set-
ting out financial mechanisms. Ukraine was analysed
as a case of a country in the initial stage of harmonisa-
tion through the study of the Budget Code of Ukraine®,
regulating the budgetary process at all levels; the Law
of Ukraine No. 280/97-BP “On Local Self-Government
in Ukraine”’, establishing the institutional framework;
and the Law of Ukraine No. 907-IX “On Amendments
to the Budget Code of Ukraine on Harmonisation of
Budget Legislation in Connection with the Completion
of Administrative and Territorial Reform”, reflecting
the adaptation process of budgetary legislation. Geor-
gia was reviewed as an example of a country with a dis-
tinct starting point based on the analysis of the Local
Self-Government Code®, comprehensively regulating the
organisation and functioning of local self-government.
Serbia was investigated as an example of a prolonged
adaptation process through the analysis of the Law of
Serbia “On Budget System”'?, setting the general frame-
work for the budgetary process; the Local Self-Govern-
ment Act!?, defining institutional foundations; and the
Law “On Local Self-Government Finance”'?, governing
financial aspects.

To conduct the research, a comprehensive method-
ology involving six interrelated methods was applied.
The comparative legal analysis identified common and

consolide/current.

current.

sluzbeni/2013_02_19_323.html.

nn.hr/clanci/sluzbeni/2017_12_127_2874.html.
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distinct features in the regulation of the budgetary
process across different countries. The historical-legal
method traced the evolution of legal regulation. The
formal-legal method facilitated the analysis of the struc-
ture and content of normative acts. Systemic analysis
allowed for the examination of the budgetary process
as a complex system. Institutional analysis investigated
the formal and informal institutions of the budgetary
process. Functional analysis assessed the effectiveness
of legal regulation.

Results and Discussion

Theoretical and methodological foundations of leg-
islative harmonisation in local budgets in the con-
text of European integration. The harmonisation of
legislation in the field of local budgets is a complex and
multifaceted process that requires thorough theoret-
ical and methodological consideration, particularly in
the context of European integration. Legislative harmo-
nisation is not limited to the mere convergence of le-
gal norms across different jurisdictions but entails the
formation of a coherent legal regulatory system that
ensures an optimal balance between unification and
adaptation of norms. The first theoretical approach,
which can be characterised as unificationist, envisag-
es the maximum convergence and standardisation of
legal norms across different jurisdictions. Among its
advantages are the simplification of interstate interac-
tion, ensuring legal certainty, the formation of uniform
standards, and the facilitation of international cooper-
ation. However, its drawbacks include the disregard for
national specificities, potential reductions in regulatory
effectiveness, possible resistance at the national level,
and complications in adapting to local conditions.

The second approach, adaptationist, emphasises
the necessity of accounting for national particularities
and ensuring flexibility in legal regulation. This allows
for better consideration of legal traditions, enhanced

!Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
2 Municipal and Urban Budget Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/530062014001/consolide/
3 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

*Law of Croatia “On Local and Regional Self-Government Act”. (2013, February). Retrieved from https://narodne-novine.nn.hr/clanci/

5 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.

¢ Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.

7Law of Ukraine No. 280/97-BP “On Local Self-Government in Ukraine”. (1997, May). Retrieved from https://zakon.rada.gov.ua/laws/
show/280/97-Bp.

8 Law of Ukraine No. 907-IX “On Amendments to the Budget Code of Ukraine on Harmonisation of Budget Legislation in Connection with the
Completion of Administrative and Territorial Reform”. (2020, September). Retrieved from https://zakon.rada.gov.ua/laws/show/907-20.

? Local Self-Government Code of Georgia. (2014, February). Retrieved from https://matsne.gov.ge/en/document/download/2244429/15/
en/pdf.

1 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
Law of Serbia “On Local Self-Government”. (2007, December). Retrieved from https://www.paragraf.rs/propisi/zakon_o_lokalnoj_
samoupravi.html.

2 Law of Serbia “On Local Self-Government Finance”. (2006, April). Retrieved from https://www.paragraf.rs/propisi/zakon_o_finansiranju_
lokalne_samouprave.html.
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effectiveness in norm implementation, the preserva-
tion of legal diversity, and experimentation with vari-
ous legal solutions. Nevertheless, it is associated with
certain disadvantages, such as complicating interstate
interaction, creating obstacles to integration processes,
discrepancies in legal application, and the potential for
circumventing international obligations.

Both approaches have advantages and disadvan-
tages, necessitating the search for an optimal balance
between them. The theoretical and methodological
foundations of legal harmonisation are expanded by the
concepts of synchronisation and facilitation. R.F. Pon-
toh et al. (2023) propose considering institutional
linkages and the legislative formalisation of regional
regulatory acts as a multidimensional process encom-
passing synchronisation, harmonisation, and facilita-
tion, thereby creating an additional theoretical frame-
work for analysing the balance between unification and
adaptation. In the context of European integration pro-
cesses, the harmonisation of legislation in the sphere of
local budgets acquires particular significance, as local
budgets constitute the financial foundation for address-
ing numerous socio-economic issues at the local level.
S. Chikanayev (2023) characterises harmonisation as
a theoretical basis for international and regional legal
regulation, though his definition lacks specificity re-
garding local-level budgetary relations and fails to em-
phasise the balancing of unification with adaptation.

An important aspect of legislative harmonisation
in local budgeting is its methodological framework.
For instance, the Act on Local Government Revenue of
Poland! in Articles 19-24, establishes a formula for cal-
culating equalisation grants that accounts for the fiscal
capacity of territories and demographic indicators. In
contrast, the Budget Code of Ukraine? in Articles 97-
108, provides a less differentiated mechanism based
primarily on population size. The Estonian Local Gov-
ernment Organisation Act® in Articles 35-38, grants mu-
nicipalities the right to impose local taxes and fees, en-
suring a higher degree of financial autonomy compared
to Georgian legislation. A comparative analysis of regu-
latory acts across different countries reveals significant
differences in the mechanisms governing budgetary

WDU20032031966/U/D20031966Lj.pdf.
consolide/current.

government-english-version-pdf-a6-59-p/16807198a3.

consolide/current.

WDU20032031966/U/D20031966Lj.pdf.

show/280/97-Bp.
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relations. The Polish and Estonian models demonstrate
greater alignment with the principles of the European
Charter of Local Self-Government* and the EU acquis,
particularly regarding fiscal autonomy and subsidiarity.
Complex equalisation formulas incorporating multiple
factors, as in the Polish model, create a fairer resource
distribution system than simplified mechanisms based
solely on population size. The right to impose local tax-
es, as provided by Estonian legislation, complies with
the requirements of Directive No. 2011/85/EU> con-
cerning local authority autonomy and strengthens fi-
nancial independence - a key element of effective local
self-government in European practice.

A comparative analysis of statistical indicators of
budgetary process efficiency, conducted using data
from the International Monetary Fund (2023), demon-
strated that countries with a higher degree of systemic
integration in legislative acts exhibit better outcomes.
In Estonia and Poland, local budgets account for 30-
35% of total public expenditures, whereas in Serbia,
this figure does not exceed 15%. The fiscal autonomy
index of local self-government in Estonia is 0.72 (on a
scale of 0 to 1), in Poland - 0.65, while in Ukraine - 0.43,
and in Serbia - 0.38 (Alexandru & Guziejewska, 2023).

Institutional analysis of legislation has revealed
that Estonia and Poland have established effective
mechanisms for coordinating the budgetary process. In
particular, Articles 61-63 of the Estonian Local Govern-
ment Organisation Act® provide for the establishment
of an advisory council on local finances, comprising
representatives of municipalities and the Ministry of
Finance. The Act on Local Government Revenue of Po-
land” in Articles 42-43 establishes a Joint Commission
of the Government and Territorial Self-Government to
coordinate budgetary policy. In contrast, the legislation
of Ukraine and Serbia lacks such institutional coordi-
nation mechanisms (Gavkalova et al., 2022). Further-
more, a systematic analysis of Ukraine’s budgetary
legislation has identified inconsistencies between the
provisions of the Budget Code® and the Law of Ukraine
No. 280/97-BP “On Local Self-Government in Ukraine™.
For instance, Article 61 of the Law declares the auton-
omy of local budgets, whereas Articles 75-76 of the

!Law of Poland “On Local Government Revenue”. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/

2 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.
3Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/

*European Charter of Local Self-Government. (1985, October). Retrieved from https://rm.coe.int/european-charter-for-local-self-
% Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

®Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/

7Act on Local Government Revenue of Poland. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/

8 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.
9 Law of Ukraine No. 280/97-BP “On Local Self-Government in Ukraine”. (1997, May). Retrieved from https://zakon.rada.gov.ua/laws/
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Budget Code! impose strict limitations on the formula-
tion and approval of local budgets. A similar conflict has
been identified in the Georgian Local Self-Government
Code?, where Articles 94-97, regulating the budgetary
process, contradict Article 165, which restricts local
borrowing powers.

The Polish and Estonian approaches most compre-
hensively align with Directive No. 2011/85/EU3. The
Estonian “Municipal and City Budgets Act”* implement-
ed requirements for medium-term budgetary planning
(Articles 12-15) and transparency in the budgetary
process (Articles 23-25). The Polish Public Finance Act®
(introduced fiscal rule mechanisms (Article 40) and re-
porting requirements (Articles 41-44). In Ukraine and
Georgia, implementation has been limited to partial
adoption of reporting requirements, without adequate
provision for medium-term planning (Kanniainen &
Pekkola, 2023). Serbia and Croatia have introduced
medium-term planning mechanisms (Articles 28-32
of Serbia’s Budget Law® and Articles 33-35 of Croatia’s
Budget Act’), but without ensuring sufficient transpar-
ency and accountability in the budgetary process (Har-
asymiv, 2023). Notably, in Serbia, where the Budget
System Law?® enforces highly standardised budgetary
procedures without accounting for local specificities,
there is a low level of local self-government autonomy
and insufficient efficiency in the budgetary process.
Local budgets account for no more than 15% of total
public expenditures, indicating limited fiscal decentral-
isation. By contrast, in Estonia and Poland, where legis-
lation ensures a balance between standardisation and
localisation, the budgetary process is significantly more
effective. Estonia’s Local Government Organisation Act®
establishes general principles while allowing munici-
palities flexibility in adaptation.

A detailed analysis of Croatia’s budgetary legisla-
tion, particularly the Law of Croatia “On Financing of
Local and Regional Self-Government Units”!?, demon-
strated a gradual shift from rigid unification towards
a more balanced approach. The introduction of budg-
etary transparency provisions was accompanied by
a 28% increase in citizen engagement in budgetary
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processes and higher resident satisfaction rates. Com-
parative analysis of fiscal equalisation mechanisms re-
vealed that systems with complex yet transparent for-
mulae - combining standardised approaches with local
considerations - deliver the highest efficiency. Poland’s
Act!! establishes a mechanism accounting for territorial
fiscal capacity, demographic indicators, and socio-eco-
nomic development levels, creating a transparent and
predictable transfer system.

An institutional analysis of local self-government
bodies in the studied countries, conducted by ].P. Kan-
niainen & E. Pekkola (2023), found that the key factor in
successful implementation is the institutional capacity
of local authorities. However, researchers overlooked
informal institutional practices, which often play no
less significant a role than formal structures. This is
particularly relevant in transition economies, where
the gap between legislative norms and their practical
implementation can be substantial. Poland and Estonia
report a higher proportion of finance department spe-
cialists with relevant qualifications (over 70%) com-
pared to other studied countries, where this figure does
not exceed 50%. Technical support for the budgetary
process also differs significantly: in Estonia and Poland,
the vast majority of municipalities use integrated digital
systems, whereas in Ukraine and Serbia, fewer than half
do so (Gavkalova et al, 2022). Analysis of profession-
al development systems demonstrated that countries
with more effective legislative implementation have
mandatory regular training programmes for financial
officers, absent in other studied jurisdictions. This
combination of factors directly impacts the quality of
the budgetary process, as evidenced by higher efficien-
cy indices in Poland and Estonia compared to other re-
gional countries (International Monetary Fund, 2023).

These findings align with and corroborate the the-
oretical propositions of E. Carbonara & F. Parisi (2007)
on the “paradox of legal harmonisation”. While the
concept provides a robust theoretical foundation, it
does not fully account for the dynamic nature of har-
monisation under crisis conditions and force ma-
jeure circumstances. This is particularly pertinent in

! Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.

2 Local Self-Government Code of Georgia. (2014, February). Retrieved from https://matsne.gov.ge/en/document/download/2244429 /15 /en/pdf.
3 Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

* Municipal and Urban Budget Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee /en/eli/ee/530062014001 /consolide/current.
S Public Finance Act of Poland. (2009, August). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/
D20091240Lj.pdf.

¢ Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
7 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

8 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
consolide/current.

1 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.
nn.hr/clanci/sluzbeni/2017_12_127_2874.html.

1 Act on Local Government Revenue of Poland. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU20032031966/U/D20031966Lj.pdf.
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contemporary realities, where legislation must rapidly
adapt to unforeseen challenges. The synthesis of the
obtained data allows us to assert that effective har-
monisation of legislation in the field of local budgets
is only possible through the establishment of a mul-
ti-level system for coordinating the budgetary process,
akin to Poland’s Joint Commission of the Government
and Territorial Self-Government or Estonia’s Adviso-
ry Council on Local Finances, which combines general
standardised requirements with flexibility in local-lev-
el implementation. Poland’s experience demonstrates
the pivotal role of formalised mechanisms for munici-
pal representatives’ participation in the harmonisation
process (as stipulated in Articles 42-43 of the Act on
Local Government Revenue of Poland!), which ensured
the consideration of regional specificities in the devel-
opment of the financial equalisation formula. Estonia’s
approach to harmonisation highlights the effectiveness
of digitising the budgetary process and creating inte-
grated systems at the national level with differentiated
local implementation (in accordance with Articles 12-
15 of the Estonian Law?), enabling the combination of
transparency and standardisation with adaptability to
the needs of individual communities.

The analysis of European countries’ experiences
in the harmonisation of budgetary legislation has re-
vealed a number of trends and patterns. In particular,
it has been established that the most successful harmo-
nisation processes are those based on the principles of
subsidiarity, proportionality, and flexibility. The princi-
ple of subsidiarity stipulates that decisions should be
made at the lowest possible level of authority capable
of ensuring their effective implementation. The prin-
ciple of proportionality requires that harmonisation
measures do not exceed what is necessary to achieve
the stated objectives. The principle of flexibility ensures
the adaptability of legal norms to national specificities.
The experience of Poland, which initiated the process of
budgetary harmonisation in the 1990s, demonstrates
the importance of a comprehensive approach to reform.
According to the Act on Commune Self-Government of
Poland? and the Act on Public Finances*, the country
systematically implemented the principle of subsidiar-
ity, granting local authorities broad powers in budget
formulation and execution. Research by D. Alexandru &
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B. Guziejewska (2023) confirms that this contributed to
the increased efficiency of the budgetary process and
improved the quality of public services. Estonia’s expe-
rience demonstrated the implementation of innovative
approaches to the budgetary process at the local lev-
el. Under the Municipal and Urban Budget Act of Esto-
nia®, the country introduced a system of medium-term
budgetary planning at the local level and digitised
the budgetary process. As noted by J.P. Kanniainen &
E. Pekkola (2023), the Estonian model is characterised
by a high degree of flexibility, allowing municipalities to
adapt budgetary procedures to local specificities while
maintaining the fundamental principles established at
the national level. This approach achieved a balance
between standardisation and localisation of legal reg-
ulation. It should be noted that such flexibility, despite
its evident advantages, creates risks of excessive diver-
sification of practices, which may complicate nation-
wide monitoring and evaluation of the effectiveness of
budgetary processes. The balance between flexibility
and standardisation requires continuous reassessment
in the context of a changing socio-economic environ-
ment. Croatia, as one of the newest EU member states,
demonstrates the importance of a phased approach to
legislative harmonisation. An analysis of the “Budget
Act” of Croatia® and the Law of Croatia “On Financing of
Local and Regional Self-Government Units”” shows that
the country pursued the harmonisation of budgetary
legislation in accordance with the principle of propor-
tionality, initially focusing on the most critical aspects,
such as fiscal discipline and transparency in the budg-
etary process. In contrast to these successful examples,
the experience of Serbia, as analysed in the study by
T. Harasymiv (2023), highlights the risks of an over-
ly centralised approach to legislative harmonisation.
While centralisation may ensure greater uniformity
and control, Serbia’s experience compellingly demon-
strates that it can suppress local initiatives and dimin-
ish the motivation of local self-government bodies to
actively participate in reforms. Excessive standardisa-
tion without accounting for regional specificities often
leads to the formal fulfilment of requirements without
achieving the desired practical outcomes. The Budget
System Act of Serbia® establishes rigid frameworks for
the budgetary process at all levels, limiting the ability

!Act on Local Government Revenue of Poland. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU20032031966/U/D20031966Lj.pdf.

2 Municipal and Urban Budget Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/530062014001 /consolide/current.
3Law of Poland “On Commune Self-Government”. (1990, March). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU19900160095/U/D19900095Lj.pdf.

*Public Finance Act of Poland. (2009, August). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/
D20091240Lj.pdf.

% Municipal and Urban Budget Act of Estonia. (1993, June). Retrieved from https://wwwi.riigiteataja.ee/en/eli/ee/530062014001 /consolide/current.
¢ Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

7 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.
nn.hr/clanci/sluzbeni/2017_12_127_2874.html.

8 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
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to adapt legal norms to local particularities. This has re-
sulted in the formal compliance with EU requirements
without substantive changes in budgetary practices at
the local level, underscoring the importance of adher-
ing to the principles of subsidiarity, proportionality,
and flexibility in the legislative harmonisation process.

An essential aspect of harmonising legislation in
the field of local budgets is ensuring the transparency
and accountability of the budgetary process. An analy-
sis of legal norms concerning budgetary transparency
in the studied countries has identified three levels of
regulation: high (Estonia, Poland), medium (Croatia),
and basic (Serbia, Ukraine, Georgia). Estonian legisla-
tion, particularly the Municipal and Urban Budget Act
of Estonia!, explicitly stipulates requirements for public
access to budgetary documents, mandatory publication
of draft budgets, public consultations, and regular re-
porting on budget execution. The Act establishes that
“all municipal budgetary documents shall be manda-
torily published on the official website no later than
five working days after their approval” (Article 23). A
comparative analysis of the practical implementation of
these norms, based on statistical data and reports from
international organisations, demonstrates a direct cor-
relation between the level of regulatory transparency
and the actual openness of the budgetary process. For
instance, in Estonia and Poland, the local budget trans-
parency index stands at 76 and 72 points, respectively
(on a 100-point scale), whereas in Serbia, this indica-
tor does not exceed 42 points. Particular attention was
paid to examining accountability mechanisms in the
budgetary process. An analysis of legal acts revealed
that the most effective accountability mechanisms are
established in Polish legislation. The “Public Finance
Act”? introduces a multi-tier system of internal and
external control over the use of budgetary funds, in-
cluding regular audits, parliamentary oversight, and
public monitoring. Article 41 of this Act stipulates that
“the report on the execution of the local self-govern-
ment budget shall be subject to mandatory external
review and public discussion”. The study identified a
positive correlation between the level of budgetary
transparency and the efficiency of budgetary fund uti-
lisation. Municipalities with higher transparency levels

D20091240L;.pdf.

show/280/97-Bp.

samoupravi.html.
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demonstrate better socio-economic development indi-
cators and higher public satisfaction with the quality
of public services. In Estonian municipalities, where
online platforms for real-time budget execution moni-
toring have been implemented, public trust in local au-
thorities is 32% higher compared to municipalities with
traditional reporting methods. An analysis of Ukrainian
legislation, particularly the Budget Code?® and the Law
of Ukraine No. 280/97-BP “On Local Self-Government
in Ukraine”, revealed the existence of basic transpar-
ency and accountability requirements; however, the
lack of detailed regulation regarding their enforcement
mechanisms creates legal gaps that diminish the effec-
tiveness of budgetary control at the local level.

The findings of the study allowed for the identifi-
cation of three key stages in the harmonisation of local
budget legislation: preparatory, implementation, and
monitoring. An analysis of the budgetary process as a
complex system requires a detailed understanding of
its key stages and components. A. Khan (2024) distin-
guishes four critical stages of the budgetary process:
preparation, approval, execution, and audit, which are
implemented differently in the national legislation of
the studied countries. The preparatory stage involves
an analysis of existing legislation, identification of its
shortcomings, and the development of a harmonisation
strategy. The implementation stage entails legislative
amendments and the establishment of necessary in-
stitutional mechanisms for their execution. The mon-
itoring stage focuses on evaluating the effectiveness
of legislative harmonisation and introducing neces-
sary adjustments. The delineation of these stages was
achieved through an analysis of EU official documents,
particularly the European Commission’s “Common
Methodology for Legislative Approximation”>®, which
establishes a systematic approach to harmonisation
by distinguishing preparation, implementation, and
monitoring phases. An examination of national harmo-
nisation strategies in Serbia’ and Croatia® confirmed
the structuring of these processes into three sequential
stages. A case study of Poland’s budgetary legislation
adaptation, presented in the work of D. Alexandru &
B. Guziejewska (2023), clearly demonstrated a tripar-
tite approach: analysis and preparation (1998-2000),

! Municipal and Urban Budget Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/530062014001 /consolide/current.
2Public Finance Act of Poland. (2009, August). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/

3 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.
*Law of Ukraine No. 280/97-BP “On Local Self-Government in Ukraine”. (1997, May). Retrieved from https://zakon.rada.gov.ua/laws/

®Regulation of the European Parliament and of the Council No. 473/2013 “On Common Provisions for Monitoring and Assessing Draft
Budgetary Plans and Ensuring the Correction of Excessive Deficit of the Member States in the Euro Area”. (2013, May). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473.

¢ Regulation of the European Parliament and of the Council No. 2021/1058 “On the European Regional Development Fund and on the
Cohesion Fund”. (2021, June). Retrieved from https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R1058.

7 Law of Serbia “On Local Self-Government of Serbia”. (2007, December). Retrieved from https://www.paragraf.rs/propisi/zakon_o_lokalnoj_

8 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.
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implementation (2001-2006), and monitoring and
adjustment (2007-2010). The theoretical foundation
of these stages is outlined in the research of J. Lubis et
al. (2024), who distinguish the “pre-harmonisation
stage, direct implementation stage, and subsequent
control stage”. The work of N. Gavkalova et al. (2022)
demonstrated that the implementation stage, beyond
legislative changes, includes the creation of institu-
tional mechanisms and training. The features of the
monitoring stage are best observed in Poland, where,
according to D. Alexandru & B. Guziejewska (2023), an
effective implementation monitoring system was es-
tablished, ensuring timely corrections of shortcomings.

An analysis of European experience in harmonising
local budget legislation underscores the importance of
ensuring active participation of all stakeholders in this
process. Specifically, an examination of legislative re-
forms in Poland revealed that extensive consultations
with local self-government associations, academic insti-
tutions, and civil society organisations significantly con-
tributed to the successful implementation of the Law’.
Documentation of these consultations demonstrates
that stakeholder feedback led to substantial improve-
ments in the initial draft law, particularly regarding
equalisation mechanisms. An in-depth analysis of this
aspect reveals several key patterns. The effectiveness
of consultative processes in Poland is directly linked to
their institutionalisation through the Joint Commission
of the Government and Territorial Self-Government,
which established a formal mechanism for systemat-
ic dialogue. Research by P. Swianiewicz & J. Lukoms-
ka (2023) demonstrates that the structured nature of
consultations enabled the transformation of this pro-
cess from a formal discussion into a genuine policy
co-creation tool. This finding holds significant value;
however, it is important to note that the effectiveness
of such consultations depends not only on their formal
structure but also on political culture and the willing-
ness of authorities to engage in genuine dialogue. In
countries with underdeveloped traditions of public par-
ticipation, even the most well-structured consultations
may remain a decorative element of the decision-mak-
ing process. An analysis of the Commission’s meeting
records from 1997-1998 revealed to researchers that
over 60% of proposals from local self-government as-
sociations were partially or fully incorporated into the
final version of the law. A key element of success was
the diversification of stakeholder engagement formats.
In addition to formal consultations, the Polish govern-
ment organised a series of regional roundtables where
representatives of various types of municipalities could
articulate their specific needs. This allowed for regional
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particularities to be considered in designing the equali-
sation grant distribution formula.

An analysis of the geographical distribution of
changes in funding following the law’s implementa-
tion shows that the new system better addressed the
differentiated needs of various types of municipalities,
reducing funding disparities by 27% compared to the
previous model (Kowalczyk, 2021). The Polish experi-
ence demonstrates the effectiveness of multi-level en-
gagement with the academic community, which provid-
ed evidence-based arguments for legislative decisions.
An examination of analytical documents prepared by
experts from the University of Warsaw and Jagiellonian
University reveals their substantial influence on shap-
ing the criteria for distributing tax revenues across gov-
ernment levels.

Research conducted by D. Alexandru & B. Guziejew-
ska (2023) confirms that this inclusive approach led to
higher acceptance rates and more effective local-level
implementation. Similarly, Estonia’s experience with
the digitalisation of the budgetary process demon-
strates that active engagement of municipal repre-
sentatives at the design stage was crucial in resolving
practical implementation challenges. Conversely, an
analysis of Serbia’s less successful attempts to harmo-
nise budgetary legislation revealed limited stakeholder
involvement. The Law on the Budgetary System? was
drafted with minimal consultations with local author-
ities, leading to implementation difficulties and local
resistance, as documented in the comparative study
by T. Harasymiv (2023). Research by ].P. Kanniainen
& E. Pekkola (2023) on harmonisation and unification
in the European higher education space contains im-
portant conclusions applicable to local budget legisla-
tion. Their work illustrates how combining centralised
guidance with decentralised implementation creates
an effective balance between standardisation and ad-
aptation. This approach has proven successful in many
policy areas requiring multi-level governance solu-
tions. Ensuring budgetary procedures align with the
principles of good governance has been a key aspect
of legislative harmonisation, based on national legisla-
tion. The study examined how principles of transpar-
ency, accountability, efficiency, and public participa-
tion are incorporated into the budgetary legislation of
various countries. For instance, Croatia’s “Budget Act”
included specific transparency provisions requiring
municipalities to publish budgetary documents in
standardised, citizen-friendly formats. Poland’s in-
troduction of participatory budgeting mechanisms
through amendments to local self-government legisla-
tion demonstrated how principles of public engagement

!Act on Local Government Revenue of Poland. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/

WDU20032031966/U/D20031966Lj.pdf.

2 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
3 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.
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can be effectively codified. Municipalities that imple-
mented these mechanisms reported improved align-
ment between budgetary priorities and community
needs (Gavkalova et al., 2022). Research by A.H. Naji et
al. (2024) emphasises the importance of these princi-
ples for effective budgetary processes and highlights
the necessity of integrating strategic planning with
budgeting to ensure coherence between expenditures
and strategic development goals.

The conducted content analysis of national leg-
islative acts has revealed that fiscal decentralisation
entails both positive and negative consequences, de-
pending on the specific conditions of its implemen-
tation. Firstly, the improved efficiency of budgetary
fund utilisation stems from local authorities’ enhanced
understanding of local needs, enabling more precise
targeting of resources towards addressing priority
community issues. Poland’s experience demonstrates
that the devolution of budgetary powers to the local
level was accompanied not only by quantitative im-
provements but also by qualitative transformation of
resource planning and control mechanisms. Secondly,
the increased accountability of local authorities mani-
fests through the establishment of a directlink between
budgetary decision-making and its consequences for
communities, fundamentally altering governance ap-
proaches. Thirdly, the enhanced quality of public ser-
vice delivery results from greater flexibility in deter-
mining service formats and standards, alongside the
capacity for rapid responsiveness to changing popula-
tion needs. Following the local government reform in
Poland and the implementation of fiscal decentralisa-
tion, the public expenditure efficiency index increased
by 23% during the first five years, with this growth
being accompanied by significant changes in expend-
iture structure and improved citizen satisfaction with
service quality (Alexandru & Guziejewska, 2023).

Simultaneously, as evidenced by the analysis of Ser-
bian and Croatian experience in T. Harasymiv’s (2023)
study, excessive or insufficiently prepared fiscal decen-
tralisation may exacerbate regional disparities, dimin-
ish macroeconomic regulation quality, and increase
administrative costs. In Serbia, for instance, the coef-
ficient of variation in per capita local budget revenues
rose from 0.32 to 0.47 during the first three years fol-
lowing fiscal decentralisation reform implementation,
as noted T. Harasymiv (2023).
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For a deeper understanding of institutional chal-
lenges, an analysis was conducted of several legislative
acts, including Serbia’s Budget System Law!, Croatia’s
Budget Act?, and Ukraine’s Budget Code®. A compre-
hensive comparative analysis of these normative doc-
uments revealed fundamental differences in the archi-
tecture of budgetary relations and fiscal accountability
mechanisms. The Serbian law establishes a centralised
budget process model with a dominant role for the na-
tional Ministry of Finance, which under Article 31 of the
Budget System Law* holds extensive powers regarding
setting local borrowing limits and approving region-
al investment programmes, substantially constraining
subnational entities’ financial autonomy. Converse-
ly, Croatia’s system, pursuant to Articles 18-23 of the
Budget Act’, features greater decentralisation with clear
distribution of fiscal powers across government lev-
els and implementation of special fiscal consolidation
mechanisms, including medium-term budget planning
and automatic stabilisers for local budgets during eco-
nomic fluctuations. Ukraine’s Budget Code®, particularly
Sections IV and V, presents a hybrid model incorporat-
ing both centralisation elements (regarding intergov-
ernmental transfers and fiscal rules establishment un-
der Articles 97-108 and decentralisation components
(concerning expenditure powers and local borrowing
rights under Articles 16 and 74). Common shortcomings
across all three systems included insufficient clarity in
defining accountability for budget law violations (Arti-
cle 121 of Ukraine’s Budget Code, Article 103 of Serbia’s
law’, Article 125 of Croatia’s law?®, limited mechanisms
for public budget oversight, absence of comprehensive
performance-based expenditure evaluation systems,
and imperfect institutional mechanisms for fiscal-mon-
etary policy coordination - particularly acute during
macroeconomic instability and requiring systemic
public finance legislation reforms in all three studied
countries. This analysis, supplemented by research
from S. Yesimov (2024) and I. Stetsiv (2024), identified
several problems arising during local budget legislation
harmonisation processes. Notable among these were
institutional problems relating to underdeveloped insti-
tutional infrastructure; normative-legal problems stem-
ming from legislative gaps and conflicts; organisational
problems concerning insufficient coordination between
government bodies; and financial problems arising
from limited resources for legislative harmonisation.

! Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
2 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

3 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.

* Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
® Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.

7 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
8 Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.
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Based on comparative analysis of successful Polish
and Estonian practices outlined in J.P. Kanniainen &
E. Pekkola’s (2023) study, a comprehensive set of meas-
ures was developed to enhance local budget legislation
harmonisation effectiveness. The comparative analysis
of Polish and Estonian experience reveals substantial
differences in budgetary legislation harmonisation ap-
proaches that significantly influenced process effective-
ness. The Polish model features a phased harmonisation
approach emphasising local self-government institu-
tions’ capacity-building prior to legislative changes.
Poland’s experience demonstrates the effectiveness of
establishing specialised central structures responsible
for harmonisation coordination, particularly the Na-
tional Council for European Integration, which provid-
ed methodological support and monitored local-level
implementation.

The Estonian model, by contrast, is characterised
by a high level of digitalisation in the legislative harmo-
nisation process, with the active use of electronic plat-
forms to coordinate the actions of various government
bodies and conduct consultations with stakeholders. As
noted by J.P. Kanniainen & E. Pekkola (2023), Estonia’s
experience demonstrates the effectiveness of an Inte-
grated Legal Drafting System, which ensures automated
compliance analysis of draft regulatory acts with Euro-
pean standards and identifies potential conflicts with
existing legislation. An analysis of the Estonian model’s
performance indicators reveals a 42% reduction in the
time required for drafting and coordinating regulatory
acts and an improvement in their quality, evidenced by a
28% decrease in the number of necessary amendments
post-adoption compared to the previous period. A com-
mon feature of both models that has ensured their suc-
cess is the systematic involvement of academic experts
in the harmonisation process, regular monitoring of the
effectiveness of implemented changes, and flexibility in
adjusting strategies based on identified issues. Howev-
er, an analysis of these practices also reveals significant
differences in approaches to funding the harmonisation
process: the Polish model is characterised by substan-
tial reliance on European funds (approximately 73%
of the total harmonisation programme budget), where-
as the Estonian model is more oriented towards domes-
tic funding sources, with an emphasis on cost optimi-
sation through process digitalisation. A comparison of
these models with the European Commission? shows
a high degree of alignment between both approaches
and the key principles of effective legislative harmo-
nisation, particularly regarding process inclusivity,
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strengthening institutional capacity, and enhancing in-
teragency coordination. At the same time, the compara-
tive analysis highlights the need to adapt these practic-
es to the national context, taking into account the level
of digital readiness, institutional capacity, and financial
capabilities of a given country:.

The standardisation of budget reporting and
ensuring compliance with international standards.
Particular attention in the context of harmonising local
budget legislation should be paid to the standardisa-
tion of budget reporting and ensuring its compliance
with international standards. Directive No. 2011/85/
EU? establishes fundamental principles of fiscal trans-
parency and standardisation of budget reporting. An
analysis of this document shows that the European
Union has developed a comprehensive approach to
harmonising budgetary legislation, based on three key
principles. First, the Directive sets clear requirements
for government accounting and statistical reporting
systems (Section II, Articles 3-4), which must ensure
timely and regular access to budgetary data for all sub-
sectors of government. Second, the document intro-
duces mandatory medium-term budgetary planning
(Section 111, Articles 9-10), covering a period of at least
three years and including clear target indicators for
budgetary aggregates. Third, special attention is given
to requirements for budget data transparency and com-
prehensive budget accounting (Section 1V, Articles 12-
14), particularly through the identification and docu-
mentation of all transactions that may affect budgetary
indicators. The practical implementation of these prin-
ciples in the national legislations of Member States has
led to a significant improvement in the comparability of
budgetary data and created the preconditions for more
effective coordination of fiscal policies at the EU level.
Research by S. Kenno et al. (2020) confirms that institu-
tional diversity influences budgeting and strategic plan-
ning formats, which should be considered when har-
monising legislation. Meanwhile, the study by A. Naji et
al. (2024) focuses on the impact of budget reporting
standardisation on the effectiveness of budget planning
in countries with varying levels of economic develop-
ment. Using panel data from 35 countries (2011-2023)
and applying a difference-in-differences methodology,
the authors found a statistically significant positive
effect of implementing standardised budget reporting
formats on budget forecasting accuracy and fiscal dis-
cipline. Specifically, countries that adopted standards
similar to Directive demonstrated 12-15% lower errors
in medium-term budget forecasts and were 18% less

! Regulation of the European Parliament and of the Council No. 473/2013 “On Common Provisions for Monitoring and Assessing Draft
Budgetary Plans and Ensuring the Correction of Excessive Deficit of the Member States in the Euro Area”. (2013, May). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473.

2Regulation of the European Parliament and of the Council No. 2021/1058 “On the European Regional Development Fund and on the
Cohesion Fund”. (2021, June). Retrieved from https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R1058.

3 Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.
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likely to violate established fiscal rules compared to the
control group (Naji et al, 2024). The researchers found
that the most significant standardisation effect was ob-
served when combined with the establishment of inde-
pendent fiscal institutions and the implementation of
electronic budget monitoring systems, confirming the
need for a holistic approach to reforming public finan-
cial management systems (Naji et al., 2024). These re-
sults align with conclusions on the importance of a sys-
temic approach to harmonising budgetary legislation
and the necessity of combining legal, institutional, and
technological aspects of reform.

Based on a systematisation of the analysis of EU
legislation, national regulatory acts, and academic re-
search, it has been determined that the harmonisation
oflocal budget legislation in the context of European in-
tegration should be based on the following principles:
the rule of law principle, which prioritises human rights
and freedoms in the development and implementation
of budgetary policy; the transparency principle, ensur-
ing openness of the budgetary process to the public;
the accountability principle, requiring public authori-
ties to be answerable for the use of budgetary funds;
the efficiency principle, demanding maximum results
with minimal expenditure; the participation principle,
ensuring public involvement in the budgetary process.
These principles clearly correlate with those of the Eu-
ropean Charter of Local Self-Government' and are sup-
ported by the research of W. van Gerven (2004). How-
ever, it should be noted that formal compliance with the
Charter’s principles does not always guarantee their
effective implementation in practice, particularly in
countries with underdeveloped democratic traditions,
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where declarative norms may significantly diverge
from actual governance practices.

The study of practical aspects of legislative harmo-
nisation was deepened by an analysis of the functioning
of amalgamated territorial communities, as presented
in the work of N. Gavkalova et al. (2022). The authors
identify several challenges arising during decentralisa-
tion and the amalgamation of territorial communities
and propose solutions, which are crucial for harmonis-
ing legislation in this area. Although the authors pro-
vide valuable empirical material, their conclusions re-
quire careful interpretation due to the relatively short
observation period and limited geographical sample.
Additional longitudinal research could significantly
enrich the understanding of the long-term effects of
legislative changes on the functioning of amalgamated
communities.

Based on the presented theoretical and method-
ological analysis of legislative harmonisation in local
budgets, it is advisable to develop a table systematis-
ing the key aspects of this process (Table 1). This table
clearly illustrates the principal conceptual approaches
to the harmonisation of legislation in the field of local
budgets, their advantages and disadvantages, method-
ological approaches, and implementation principles. It
enables the systematisation of theoretical knowledge in
this area and identifies the optimal approach to legisla-
tive harmonisation under specific conditions. The com-
prehensive (balanced) approach appears to be the most
effective, as it combines the advantages of unification
and adaptation approaches, ensuring an optimal bal-
ance between standardisation and the consideration of
national particularities.

Table 1. Conceptual approaches to the harmonisation of legislation in the sphere of local budgets

Aspect

Unification Approach

Adaptation Approach

Comprehensive (Balanced) Approach

Essence of the

Maximum alignment and
standardisation of legal norms

Consideration of national
specificities and ensuring flexibility

Achieving an optimal balance between the

certainty; Establishment of uniform
standards

efficacy; Preservation of cultural
diversity

approach across different jurisdictions in legal regulation unification and adaptation of legal norms
Simplification of interstate Incorporation of national legal Combination of the benefits of both
Advantages cooperation; Enhanced legal traditions; Higher implementation | approaches; Flexibility while maintaining

standardisation; More effective adaptation
to diverse contexts

Disadvantages

Disregard for national specificities;
Potential reduction in regulatory
efficacy; Resistance at the national
level

Possible complications in interstate

cooperation; Potential obstacles to

integration processes; Divergences
in legal enforcement

Complexity in achieving an optimal
balance; Need for more sophisticated
monitoring mechanisms; Longer
implementation process

Methodological

Normative approach; Comparative

Sociocultural approach; Contextual

Systemic approach; Institutional analysis;

harmonisation

Development of uniform standards;
Full implementation of standards

adaptation; Gradual adaptation
considering national specificities

approaches legal analysis; Standardisation analysis; Localisation Functional approach
. . oo . S R e Proportionality; Subsidiarity; Flexibility;
Imple_me_ntatlon Universality; Predictability; Uniform | Flexibility; Subs_l(_ilgrlty, Cultural Rule of law; Transparency; Accountability;
principles standards sensitivity L . . S
Efficiency; Public participation
Preparatory stage (legislative analysis,
Analvsis of discrepancies: Analysis of national context; identification of shortcomings);
Stages of v p ; Identification of areas for Implementation stage (introduction of

amendments, establishment of institutional
mechanisms); Monitoring stage
(evaluation, assessment, adjustments)

IlEuropean Charter of Local Self-Government. (1985, October). Retrieved from https://rm.coe.int/european-charter-for-local-self-

government-english-version-pdf-a6-59-p/16807198a3.
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Table 1, Continued

Aspect Unification Approach Adaptation Approach Comprehensive (Balanced) Approach
. L Fiscal decentralisation; Combination of centralised guidance with
Practical Standardisation of budgetary . . el . . . .
avplication reporting: Uniform fiscal rules Consideration of local specificities in | decentralised implementation; Integration
pp P & the budgetary process of strategic planning and budgeting

Source: compiled by the authors based on R. Ghetti (2018), ].P. Kanniainen & E. Pekkola (2023) and A. Vdovichen et

al. (2021)

Thus, the theoretical and methodological foun-
dations of legislative harmonisation in the field of lo-
cal budgets under European integration are based on
a comprehensive approach, which entails ensuring an
optimal balance between the unification and adapta-
tion of legal norms, accounting for the institutional
specificities of each jurisdiction, guaranteeing trans-
parency and accountability in the budgetary process,
implementing modern methods of budgetary planning,
and ensuring legislative compliance with the principles
of good governance and the European Charter of Local
Self-Government!.

Analysis of budgetary legislation adaptation
models. The adaptation of budgetary legislation in
Central and Eastern European (CEE) countries to the
requirements of European law is a complex and mul-
tidimensional process, demonstrating various models
and approaches. The study of these models allows for
the identification of key trends, challenges, and success-
ful practices that are crucial for countries aspiring to
European integration. An analysis of the EU regulatory
framework in the field of budgetary regulation enables
the identification of key directives and regulations that
establish the general framework for the adaptation of
national legislation. Council Directive No. 2011/85/EU?
lays down fundamental principles of budgetary plan-
ning and reporting. Specifically, this directive requires
the implementation of robust, effective, and compre-
hensive budgetary frameworks that ensure compliance
with fiscal rules established at the EU level. The direc-
tive also emphasises the necessity of medium-term
budgetary planning, which “shall include projections
for each major expenditure and revenue item of gen-
eral government for the forthcoming budget year and
subsequent years, on a no-policy-change basis”.

Regulation No 473/2013% on common provisions
for monitoring and assessing draft budgetary plans and
ensuring the correction of excessive deficits in eurozone
Member States complements Directive No. 2011/85/
EU* establishing more detailed requirements for the
budgetary process. This regulation introduces the
concept of “independent fiscal institutions”, which are
tasked with overseeing compliance with fiscal rules at
the national level. According to the regulation, “Mem-
ber States shall have in place independent bodies or
bodies endowed with functional autonomy vis-a-vis
the fiscal authorities of the Member States to monitor
compliance with fiscal rules”®.

A comparative analysis of budgetary legislation ad-
aptation in various CEE countries reveals several char-
acteristic models, differing in the degree of centralisa-
tion, the level of local government autonomy, financial
equalisation mechanisms, and other parameters. Esto-
nia presents an adaptation model characterised by a
high level of integration with European standards and
extensive use of digital technologies in the budgetary
process. The Local Government Organisation Act es-
tablishes general principles for the functioning of local
self-government, including financial aspects. According
to this law, “local governments are independent in im-
posing and collecting taxes and establishing obligations
at the local level”®. The Estonian law regulates in detail
the process of drafting and executing local budgets. This
law provides for the implementation of medium-term
budgetary planning at the local level, in line with the
requirements of Directive No. 2011/85/EU’. Specifi-
cally, the Law?® stipulates that “a rural municipality or
city council shall adopt a budget for one budgetary year,
taking into account the medium-term budgetary strat-
egy”. A distinctive feature of the Estonian model is the

!European Charter of Local Self-Government. (1985, October). Retrieved from https://rm.coe.int/european-charter-for-local-self-
government-english-version-pdf-a6-59-p/16807198a3.

2 Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

3 Regulation of the European Parliament and of the Council No 473/2013 “On Common Provisions for Monitoring and Assessing Draft
Budgetary Plans and Ensuring the Correction of Excessive Deficit of the Member States in the Euro Area”. (2013, May). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473.

* Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

®Regulation of the European Parliament and of the Council No 473/2013 “On Common Provisions for Monitoring and Assessing Draft
Budgetary Plans and Ensuring the Correction of Excessive Deficit of the Member States in the Euro Area”. (2013, May). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0473.

®Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
consolide/current.

7 Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

8Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
consolide/current.
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high level of transparency in the budgetary process and
the widespread use of electronic systems for budget
planning, execution, and oversight. This ensures effec-
tive monitoring of compliance with fiscal rules and fa-
cilitates public participation in the budgetary process.

Croatia demonstrates a budgetary legislation ad-
aptation model characterised by a combination of cen-
tralised control and elements of fiscal decentralisation.
The “Budget Act” of Croatia® establishes general prin-
ciples for the budgetary process at all levels of gov-
ernment. This law provides for the implementation of
programme-based budgeting, ensuring a link between
budgetary expenditures and outcomes. The Local and
Regional Self-Government Act of 2013% defines the
competences of various levels of local self-government,
including their financial powers. According to this law,
“units of local self-government have their own reve-
nues and may dispose of them freely within their au-
tonomous scope”.

The Law of Croatia “On Financing of Local and Re-
gional Self-Government Units”® regulates in detail the
revenue sources of local budgets and financial equali-
sation mechanisms. This law stipulates that “the financ-
ing of local and regional self-government units shall be
based on their own revenues, shared taxes, and transfers
from the state budget”. At the same time, the financial
equalisation mechanism aims to ensure a minimum lev-
el of services across the entire country, regardless of the
fiscal capacity of individual local self-government units.

Ukraine is in the process of adapting its budgetary
legislation to European standards within the context
of European integration processes. The Budget Code
of Ukraine of 2010% with subsequent amendments,
establishes the legal framework for the functioning
of Ukraine’s budgetary system. This document pro-
vides for a three-tier budgetary system comprising the
state budget, the budget of the Autonomous Repub-
lic of Crimea, and local budgets. The Law of Ukraine
No. 280/97-BP* defines the powers of local self-gov-
ernment bodies in budgetary and financial matters. Ac-
cording to this law, “local budgets are independent, and

sluzbeni/2013_02_19_323.html.

nn.hr/clanci/sluzbeni/2017_12_127_2874.html.

show/280/97-Bp.
6 Ibidem, 1997.
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their adoption and execution are not contingent upon
the adoption and execution of other budgets, including
the state budget”®. This provision aligns with the prin-
ciple of financial autonomy of local self-government en-
shrined in the European Charter of Local Self-Govern-
ment’. The Law of Ukraine No. 907-1X® aims to adapt
budgetary legislation to the new administrative-terri-
torial structure of the country. This law stipulates that
“the budgets of amalgamated territorial communities
shall have direct interbudgetary relations with the state
budget”, thereby strengthening the financial autonomy
of local self-government.

Georgia demonstrates a model of budgetary legis-
lation adaptation characterised by significant reforms
aimed at decentralisation and enhancing the transpar-
ency of the budgetary process. The Local Self-Govern-
ment Code of 2014° establishes the legal framework
for the functioning of local self-government, including
financial aspects. According to this code, “a municipali-
ty has the right to independently, under its own respon-
sibility and within the legislation of Georgia, decide
on any matter that, under Georgian law, does not fall
within the competence of another authority and is not
prohibited for the municipality”. This provision corre-
sponds to the principle of subsidiarity, which is one of
the key principles of European local self-government.

A distinctive feature of the Georgian model is the
implementation of programme-targeted budgeting
at the local level and active public engagement in the
budgetary process. This enhances the efficiency of
budgetary fund utilisation and ensures that budgetary
expenditures align with the needs of local communi-
ties. Serbia, a candidate for EU accession, demonstrates
a model of budgetary legislation adaptation aimed at
gradual alignment with European standards. The Law
on the Budgetary System of 2009° establishes the gen-
eral principles of Serbia’s budgetary system. This law
provides for the introduction of medium-term budg-
etary planning and programme-targeted budgeting, in
line with the requirements of Directive No. 2011/85/
EU'. The Law on Local Self-Government of 2007

! Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.
2Law of Croatia “On Local and Regional Self-Government Act”. (2013, February). Retrieved from https://narodne-novine.nn.hr/clanci/

3 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.

*Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.
5 Law of Ukraine No. 280/97-BP “On Local Self-Government in Ukraine”. (1997, May). Retrieved from https://zakon.rada.gov.ua/laws/

7European Charter of Local Self-Government. (1985, October). Retrieved from https://rm.coe.int/european-charter-for-local-self-
government-english-version-pdf-a6-59-p/16807198a3.

8 Law of Ukraine No. 907-IX “On Amendments to the Budget Code of Ukraine on Harmonisation of Budget Legislation in Connection with the
Completion of Administrative and Territorial Reform”. (2020, September). Retrieved from https://zakon.rada.gov.ua/laws/show/907-20.

9 Local Self-Government Code of Georgia. (2014, February). Retrieved from https://matsne.gov.ge/en/document/download/2244429/15 /en/pdf.
1 Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
11 Council Directive No.2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

ZLaw of Serbia “On Local Self-Government of Serbia”. (2007, December). Retrieved from https://www.paragraf.rs/propisi/zakon_o_
lokalnoj_samoupravi.html.
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https://www.paragraf.rs/propisi/zakon_o_lokalnoj_samoupravi.html

defines the powers of local self-government bodies, in-
cluding their financial authority. According to this law,
“local self-government bodies have the right to secure
original and transferred revenues, to freely dispose of
revenues, and to independently adopt budgets”. The
Law “On Financing of Local Self-Government” of 2006*
regulates in detail the revenue sources of local budgets
and financial equalisation mechanisms. This law stipu-
lates that “the financing of local self-government units’
competences is carried out through original revenues,
shared revenues, transfers, debt revenues, and other
revenues. At the same time, the financial equalisation
mechanism aims to ensure a minimum level of financial
provision for all local self-government units.

A comparative analysis of budgetary legislation
adaptation models in CESEE (Central, Eastern, and
South-Eastern Europe) countries reveals both com-
mon features and differences among them. Common
features include the implementation of medium-term
budgetary planning, in line with the requirements of Di-
rective No. 2011/85/EU? All examined countries have
introduced or are introducing medium-term budget-
ary planning mechanisms at all levels of government.
There is also a trend towards strengthening fiscal de-
centralisation and local self-government autonomy. All
examined countries seek to ensure an adequate finan-
cial base for local self-government, although the degree
of decentralisation varies. Enhancing the transparen-
cy of the budgetary process and public engagement is
another common feature - all examined countries are
implementing mechanisms to ensure budgetary pro-
cess transparency and public participation in budget-
ary decision-making. The use of programme-targeted
budgeting is yet another shared characteristic, as most
examined countries have introduced or are introducing
programme-targeted budgeting, which ensures a link
between budgetary expenditures and outcomes.

At the same time, there are significant differences
between the models of budgetary legislation adaptation
in various Central and Eastern European countries. An
analysis of these countries’ budgetary systems reveals
substantial variation in the degree of centralisation of
the budgetary process, reflected in the legislative dis-
tribution of powers among national, regional, and local
levels (International Monetary Fund, 2023). The Polish
model demonstrates a moderate level of decentralisa-
tion, with a three-tier local self-government system and

lokalne_samouprave.html.

WDU19900160095/U/D19900095Lj.pdf.
“Ibidem, 1990.

WDU20032031966/U/D20031966Lj.pdf.

consolide/current.
7Ibidem, 1993.
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a clear distribution of functions and financial resources
among gminas, powiats, and voivodeships®. The Hun-
garian system, particularly after the 2011 constitution-
al amendments, is characterised by increased centrali-
sation, with a significant portion of budgetary powers
shifted to the national level. The Estonian model offers
a balanced approach, with developed autonomy of local
authorities in managing their own revenues while main-
taining centralised control over compliance with fiscal
rules (Kanniainen & Pekkola, 2023). The Czech system
stands out for its high degree of financial autonomy for
municipalities, with a limited role for the intermediate
regional level (Smolinska, 2022). The Slovak model has
evolved from a centralised to a more decentralised one,
with a gradual expansion of the budgetary powers of
local authorities and the introduction of fiscal responsi-
bility mechanisms (Ahn et al., 2023). Research on inter-
national practices of fiscal decentralisation conducted
by D. Alexandru & B. Guziejewska (2023) revealed sig-
nificant differences in approaches to the distribution of
financial powers across government levels. Poland im-
plemented a three-tier system of local self-government
(gmina, powiat, voivodeship) with a clear delineation
of powers and financial bases at each level. Under the
Act on Commune Self-Government of Poland* and the
Act on Revenues of Local Self-Government Units®, gmi-
nas were granted extensive powers regarding the for-
mulation and execution of their own budgets, including
the right to a share of national taxes and the author-
ity to impose local levies. Research by N. Gavkalova et
al. (2022) confirms that the Polish model is character-
ised by a high degree of fiscal decentralisation, with lo-
cal budgets accounting for approximately 31% of total
public expenditures.

The Estonian decentralisation model, analysed in
the works of ].P. Kanniainen & E. Pekkola (2023), is dis-
tinguished by a high level of local self-government au-
tonomy alongside a compact administrative-territorial
structure. The “Local Government Organisation Act®”
grants municipalities exclusive powers in the sphere
of local finances, while the “Municipal and City Budg-
ets Act”” stipulates that “municipalities and cities inde-
pendently formulate, approve, and execute their budg-
ets” (Chapter 3, Article 5).

In contrast, Serbia and Croatia maintain more cen-
tralised models of budgetary regulation. According to
the analysis by T. Harasymiv (2023), the Serbian model

! Law of Serbia “On Local Self-Government Finance”. (2006, April). Retrieved from https://www.paragraf.rs/propisi/zakon_o_finansiranju_
2 Council Directive No. 2011/85/EU “On Requirements for Budgetary Frameworks of the Member States”. (2011, November). Retrieved from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0085.

3Law of Poland “On Commune Self-Government”. (1990, March). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/

SAct on Local Government Revenue of Poland. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/

®Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
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is characterised by a high degree of dependence oflocal
budgets on transfers from the state budget (over 40%
of revenues) and limited opportunities for own-source
revenues. The Budget System Act of Serbia! establishes
strict frameworks for the budgetary process at the lo-
cal level, constraining the discretionary powers of local
self-government bodies. A similar situation is observed
in Croatia, where centralised management of public
finances remains the dominant model even after the
adoption of the Law of Croatia “On Financing of Local
and Regional Self-Government Units”2

An analysis of the legislation and practical appli-
cation of these mechanisms, conducted by S. Smolin-
ska (2022) and A. Ahn et al. (2023), identified three
primary models. The Polish fiscal equalisation model,
enshrined in the Act on Local Government Revenue of
Poland?, is based on a complex formula that takes into
account the fiscal capacity of territories, demographic
indicators, and the level of socio-economic develop-
ment. The system includes “horizontal equalisation”
(redistribution of funds between wealthier and poor-
er gminas) and “vertical equalisation” (grants from the
state budget). According to assessments by D. Alexand-
ru & B. Guziejewska (2023), the Polish system ensures
a high level of transparency and predictability of trans-
fers, facilitating effective local-level budgetary planning.

The Estonian model, analysed in detail in the work
of ]. Omukuti et al. (2022), is characterised by an empha-
sis on equalising the expenditure needs of municipali-
ties while preserving incentives for enhancing their own
tax base. The Municipal and City Budgets Act of Estonia*
establishes an “equalisation fund” mechanism, the re-
sources of which are distributed based on objective cri-
teria such as population size, territorial area, the number
of school-age children, and elderly individuals. A dis-
tinctive feature of the Estonian model is its integration
with digital budgetary planning systems, ensuring maxi-
mum transparency and efficiency in resource allocation.

In contrast to these models, the fiscal equalisation
mechanisms in Ukraine and Serbia, as per the research
of S. Yesimov (2024), are characterised by lower trans-
parency and greater dependence on political factors.
In Ukraine, under the Budget Code®, the transfer sys-
tem includes basic and reverse grants, as well as edu-
cational and medical subventions, but the formulas for
their calculation are frequently amended, complicating

nn.hr/clanci/sluzbeni/2017_12_127_2874.html.
WDU20032031966/U/D20031966Lj.pdf.

consolide/current.

consolide/current.

lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241.
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long-term planning at the local level. In Serbia, as not-
ed by I. Stetsiv (2024), the equalisation mechanism is
based on a system of targeted transfers, which are often
allocated on a discretionary basis, reducing their effec-
tiveness in ensuring fiscal equity.

The level of local self-government autonomy in tax-
ation demonstrates significant variations among CEE
countries. Estonia and Poland exhibit the highest de-
gree of tax autonomy. In Estonia, under the Local Gov-
ernment Organisation Act of Estonia® (Article 36), mu-
nicipalities have the right to introduce local taxes and
fees, including advertising tax, street closure tax, pet
ownership tax, entertainment tax, and others. As noted
by J.P. Kanniainen & E. Pekkola (2023), Estonian munic-
ipalities also receive a fixed share (11.96%) of personal
income tax, creating a stable financial base and incen-
tives for economic development of territories.

An important factor influencing the adaptation
of budgetary legislation in CEE countries is access to
European funds. The regulations governing the Euro-
pean Structural and Investment Funds (ESIF) for the
2014-2020 period set out detailed requirements for
the management and control of these funds, necessi-
tating corresponding adjustments to national legisla-
tion. Regulation of the European Union No. 2021/2417
on the Recovery and Resilience Facility (RRF) imposes
additional requirements on national budgetary sys-
tems regarding access to its funding. According to this
regulation, “Member States shall ensure sound finan-
cial management in the use of Recovery and Resilience
Facility funds”. This requires the implementation of
appropriate planning, monitoring, and control mecha-
nisms for the use of these funds.

Based on the analysis of budgetary legislation
adaptation models in Central and Eastern European
(CEE) countries, it is expedient to present the key char-
acteristics of these models in the form of a comparative
table (Table 2), which clearly illustrates their common
features and differences. Analysis of budget legislation
adaptation models in CEE countries reveals a number
of challenges these states face. In particular, ensuring a
balance between fiscal stability and fiscal decentralisa-
tion poses a significant difficulty. CEE countries strive
to guarantee sufficient financial autonomy for local
self-government while maintaining fiscal stability at
the national level. Another issue is the harmonisation

! Law of Serbia “On Budget System”. (2009, February). Retrieved from https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html.
2 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.

3Law of Poland “On Local Government Revenue”. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
*Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/

® Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.
®Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/

7 Regulation of the European Union No. 2021/241 “On the Recovery and Resilience Facility”. (2021, February). Retrieved from https://eur-

Law Journal of the National Academy of Internal Affairs, 15(1), 27-47


https://www.paragraf.rs/propisi/zakon_o_budzetskom_sistemu.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_12_127_2874.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_12_127_2874.html
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://zakon.rada.gov.ua/laws/show/2456-17
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241

of national legislation with European standards while
preserving national specificities. The adaptation of
budget legislation to European norms must not result
in the loss of domestic traditions and distinctive fea-
tures. Ensuring the effective use of European funds
presents an additional challenge - CEE countries seek
to maximise the efficient allocation of EU funding,
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which requires corresponding adjustments to budget
legislation. The implementation of modern budget-
ing methods and digital technologies also entails cer-
tain difficulties, as transitioning to programme-based
budgeting and integrating digital tools into the budg-
etary process demands substantial investment and or-
ganisational reforms.

Table 2. Comparative analysis of budgetary legislation adaptation models in CEE countries

Criterion Poland Estonia Croatia Ukraine
Degree of budgeta.ry Low Low Medium Medium
system centralisation
Level of local self- High High Medium Medium
government autonomy
Implementation of
medium-term budgetary Fully implemented Fully implemented In progress In progress

planning

Financial equalisation
mechanisms

Complex system with
high transparency

Complex system with
high transparency

Moderate complexity Moderate complexity

Application of

programme-targeted Fully implemented Fully implemented In progress In progress
budgeting
Degree of digital
technology High Very high Medium Low
implementation
Transparency of the ) . . .
budgetary process High Very high Medium Medium
Public participation in the High High Medium Low

budgetary process

Key legislative acts

Public Finance Act', Local
Government Revenue
Act?, Act on Commune

Self-Government of
Poland?

Local Government
Organisation Act*, Rural
Municipalities and Cities

Budget Act®

“Budget Act”¢, Local and
Regional Self-Government

Act’, Financing of Local and

Regional Self-Government
Units Act®

Budget Code of Ukraine®
(2010), Law of Ukraine
No. 280/97-BP°, Law of
Ukraine No. 907-1X"!

Adaptation specifics to EU
requirements

Gradual and consistent
adaptation

High level of integration
with European standards

Combination of centralised

control with elements of
fiscal decentralisation

Adaptation within the
context of European
integration processes

Source: compiled by the authors

At the same time, the adaptation of budget legisla-
tion creates new opportunities for CEE countries. These
include improved efficiency in budgetary expenditure
through the introduction of programme-based budg-
eting and medium-term budgetary planning. Further-
more, fiscal decentralisation and local self-government

autonomy are strengthened, enabling better respon-
siveness to the needs of local communities. Enhanced
transparency in the budgetary process and greater
public engagement foster trust in authorities and im-
prove the effectiveness of public spending. Finally, ac-
cess to European funding, which can be allocated to

! Public Finance Act of Poland. (2009, August). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/
D20091240Lj.pdf.

2Law of Poland “On Local Government Revenue”. (2003, November). Retrieved from http://isap.sejm.gov.pl/isap.nsf/download.xsp/
WDU20032031966/U/D20031966Lj.pdf.

3 Local Government Organisation Act of Estonia. (1993, June). Retrieved from https://www.riigiteataja.ee/en/eli/ee/509012014003/
consolide/current.

*Ibidem, 1993.

5 Ibidem, 1993.

¢ Decision of the President of Croatia “On the Proclamation of the Law on Amendments and Supplementation to the Budget Law”. (2015,
February). Retrieved from https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html.

7Law of Croatia “On Local and Regional Self-Government Act”. (2013, February). Retrieved from https://narodne-novine.nn.hr/clanci/
sluzbeni/2013_02_19_323.html.

8 Law of Croatia “On Financing of Local and Regional Self-Government Units”. (2017, December). Retrieved from https://narodne-novine.
nn.hr/clanci/sluzbeni/2017_12_127_2874.html.

 Budget Code of Ukraine. (2010, July). Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17.

1 Law of Ukraine No. 280/97-BP “On Local Self-Government in Ukraine”. (1997, May). Retrieved from https://zakon.rada.gov.ua/laws/
show/280/97-Bp.

11 Law of Ukraine No. 907-IX “On Amendments to the Budget Code of Ukraine on Harmonisation of Budget Legislation in Connection with the
Completion of Administrative and Territorial Reform”. (2020, September). Retrieved from https://zakon.rada.gov.ua/laws/show/907-20.

Law Journal of the National Academy of Internal Affairs, 15(1), 27-47 43 I


http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/D20091240Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20091571240/U/D20091240Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
http://isap.sejm.gov.pl/isap.nsf/download.xsp/WDU20032031966/U/D20031966Lj.pdf
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://www.riigiteataja.ee/en/eli/ee/509012014003/consolide/current
https://narodne-novine.nn.hr/clanci/sluzbeni/2015_02_15_277.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2013_02_19_323.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2013_02_19_323.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_12_127_2874.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_12_127_2874.html
https://zakon.rada.gov.ua/laws/show/2456-17
https://zakon.rada.gov.ua/laws/show/280/97-вр
https://zakon.rada.gov.ua/laws/show/280/97-вр
https://zakon.rada.gov.ua/laws/show/907-20

___________p

critical infrastructure and social projects, constitutes
a significant advantage of budget legislation reform.

Based on the analysis of practices across various
countries and the identified challenges in harmonising
legislation concerning the institutional framework of
the budgetary process, it is recommended to strength-
en the institutional capacity of local self-government
bodies. This can be achieved through mandatory up-
skilling programmes for financial department person-
nel, establishing budgetary competence centres, and
providing technical support for the implementation of
modern budget planning methods. Refinements to the
legal framework should focus on eliminating discrep-
ancies between the declared autonomy of local budgets
and their de facto limitations, harmonising terminology
across legislative acts, and delineating clear account-
ability boundaries for different levels of government.
The creation of a multi-tiered budgetary coordination
system would facilitate effective interaction between
national and local levels, combining centralised over-
sight with decentralised implementation. A key aspect
of harmonisation should involve expanding the use of
digital technologies in local-level budgetary processes,
particularly integrated planning, monitoring, and re-
porting systems that balance standardisation with ad-
aptability to regional specificities. Equalisation mech-
anisms should be refined through multifactor transfer
distribution formulas that account not only for popu-
lation size but also socio-economic indicators, region-
al fiscal capacity, and infrastructure needs. The har-
monisation of local budget legislation should follow a
phased approach, with clearly defined priorities at each
stage and an effective monitoring system for tracking
implementation. Expanding the fiscal autonomy of lo-
cal self-government by granting greater authority over
local taxes and fees would incentivise local authorities
to develop their tax base. To overcome resource con-
straints in reform implementation, adequate funding
forlegislative harmonisation mustbe secured, including
support from international donors and European funds.

Conclusions

The study on the balance between unification and ad-
aptation in the harmonisation of legislation concerning
the institutional framework of the budgetary process
at the local level revealed significant differences in the
approaches of the examined countries. The Polish model
demonstrated the effectiveness of gradual harmonisation
through the developmentofinstitutional capacity and the
establishment of a Joint Commission of the government
and territorial self-government, which achieved a high
degree of stakeholder engagement and reduced regional
disparities by 27% due to a comprehensive equalisation
formula that accounts not only for demographic indica-
tors but also for the economic potential of territories.

The Estonian model proved particularly success-
ful due to the digitalisation of the budgetary process
and the creation of an Integrated Legislative System,
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which reduced the time required for drafting regulato-
ry acts by 42% and decreased the number of necessary
amendments post-adoption by 28%. A key element of
this model was the Advisory Council on Local Finance,
which ensured a balance between general standards
and local needs. The implementation of electronic
budget monitoring platforms in Estonia increased pub-
lic trust in local authorities by 32%.

The Croatian model demonstrated the advantages
of gradual adaptation, initially focusing on fiscal disci-
pline and transparency, followed by programme-based
budgeting. The introduction of transparency provisions
was accompanied by a 28% increase in public partic-
ipation and higher resident satisfaction rates. In con-
trast to these successful examples, Serbia’s centralised
model, characterised by limited adaptation to local spe-
cificities, proved ineffective: the coefficient of variation
in per capita local budget revenues increased from 0.32
to 0.47 during the first three years after the reform,
while the transparency index of local budgets scored
only 42 points compared to 76 in Estonia.

For Ukraine, the most relevant mechanisms demon-
strating high effectiveness are: establishing institution-
al frameworks for coordinating the budgetary pro-
cess following the Polish model, implementing digital
budget monitoring tools based on the Estonian exam-
ple, and phased reform implementation with an initial
focus on transparency and accountability. It has been
established that the insufficient institutional capacity
of Ukrainian local self-government bodies (only 50% of
finance department specialists have relevant qualifica-
tions compared to 70% in Poland and Estonia) is a key
obstacle to effective harmonisation.

The study confirms that the most effective approach
is a comprehensive one, combining clear standardised
requirements at the national level with flexibility in lo-
cal implementation. This approach ensures the unifica-
tion of core budgetary principles while preserving the
ability to adapt to regional specificities, which is par-
ticularly crucial for Ukraine given its significant region-
al disparities. It has been substantiated that successful
harmonisation requires close cooperation among all
stakeholders: central authorities, local self-government
bodies, the academic community, and the public, as
well as the development of institutional support mech-
anisms for implementing legislative changes.

Future research prospects are linked to examining
mechanisms for adapting budgetary legislation in the
context of digital transformation in public finance, ex-
panding the geographical scope of the study, and ana-
lysing the relationship between legislative harmonisa-
tion and the effective use of European funds.
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AHoTauia

Y cyqacHoMYy r106a1i30BaHOMY CBiTi MUTaHHS rapMoOHi3alil 3aKOHO/[aBCTBA HAOYBA€ 0COBJIUBOI aKTYaJIbHOCTI,
nepesfyciM y KOHTEKCTI iHCTUTYLiMHOTO 3a6e3nedyeHHs GrO/PKETHOr0 NMpoLecy Ha MicueBoMy piBHI. MeToro
JlocaipkeHHs1 Oy/Io0 BU3HAYeHHS ONTHMasbHOro OaslaHcy Mix yHidikaniero Ta aganrtarniero B mpoueci
rapMoHisanii 3akoHOJaBCTBa IIO/JI0 IHCTUTYIiHHOTO 3abe3NeYeHHs OIO/KETHOTO MPOIeCy Ha MicCleBoMy
piBHi. /l/isT fOCSATHEHHSI MeTH OYJI0 3aCTOCOBAHO KOMILJIEKCHY METO/I0JIOTI0 JOC/iPKeHHs], [0 0XOIII0BaJIa
MOPiBHSJIbHO-NPABOBUU aHaJi3, icTOpuKo-npaBoBUN MeTo[, GOpPMaJbHO-IOPUJAUYHUN METO[], CHCTEMHUH,
iHcTUTYiiHUM Ta QyHKIiOHA/JIBHUN aHa/Ii3 HOPMAaTHUBHO-NPaBOBOi 6a3u kpaiH lleHTpanbHOi Ta CxifgHOI
€Bpomnu. JocaiKkeHHS BUSBUIIO, L0 MOJbCHbKUH Ta eCTOHCHKUU MiZX0oAu epen6adyaroTh eGpeKTUBHY MO/JeNb
0aJlaHCYBaHHSI CTaHJApPTH3alil 3 JIoOKasi3alli€lo, KOJM BCTAHOBJIWIOTH 3arajbHi NPUHOUNU OIOIKETHOTO
npolecy 3i 36epeXeHHsAM THYYKOCTi A/ MyHIIIUNaIiTeTiB. BcTaHOBJIEHO, 1110 KJIIOYOBY POJib V AOCATHEHHI
6as1aHCy BifirparoTh iHCTUTYLiHHI MexaHi3MU KOOpAMHALlil, 30KpeMa KOHCYJIbTaTUBHI pa/iy Ta creliiaaizoBaHi
KOMiIcil 3a y4acT}o Ipe/ICTABHUKIB Pi3HUX PiBHIB BJ1a/IU. 3allpONIOHOBAHO KOMIIJIEKCHUH MiAXi/ 10 rapMOHi3alii
3aKOHO/IABCTBA, SIKUM MOEAHYE LeHTPali30BaHe KEPIBHULTBO 3 JelleHTPai30BaHO0 IMIIJIEMEHTAIi€, 1110
Jla€e 3Mory 3a6e3ne4YuTH SIK JOTPUMaHHS 3arajibHUX NPUHIHUIIB, TaK i BpaXyBaHHS MiCI[eBUX 0COGJIMBOCTEM.
BusiBsieHo kJ/040oBi iHCTUTYLiMHI npo6seMu rapMoHisanii, 3okpeMa HejocTaTHs ¢axoBa MiArOTOBKa
npaniBHUKIB GiHAHCOBUX BiJJi/NiB K oOMexxeHe TexHiuHe 3abe3nedeHHsI B YKpaini Ta Cep6ii, mopiBHSIHO 3
[Tonbinero Ta EcToHieto. O6rpyHTOBaHO HEOOXiHICTb MOCHJIEHHS IHCTUTYL[iHHOI COPOMOXHOCTI OopraHiB
MiCI[eBOT0 CaMOBpsiZIyBaHHsS 4yepe3 3alpoBa/pKeHHs O06OB'S3KOBMX IMporpaM MifBUILeHHs KBasidikanii,
y/I0CKOHaJIEHHS] HOPMaTHBHO-IIPABOBOI 6331 LIJISIXOM YCYHEHHs KOJIi3i M /jleKJlapoBaHO CaMOCTiHHICTIO
MiclLleBUX 610/KeTiB i paKTUIHUMHU 0O6MeEXEHHSIMH IX aBTOHOMII, TOKpallleHHS KOOpAXHALii MiXK Hal[ioHAJIbBHUM
Ta MIiCLleBUM pIiBHSIMM uepe3 CTBOPEHHS Cleljia/li30BaHMX MeXaHi3MiB Ha 3pa30K MNoJibCcbKol ChisibHOI
koMicii. Pe3ysipTaTu AocaifkeHHs MoXKe 6yTH BUKOPUCTAHO IIiJi Yac po3pobJieHHsl cTpaTerii rapMoHisarnil
3aKOHO/JAaBCTBA KpaiHaMW, AKI NparHyThb [0 €BpOiHTerpanii, Ta A8 BJAOCKOHAJEeHHS HAasdABHUX MeXaHi3MiB
KoopAUuHaLii 610/PKETHOr'0 Mpollecy Ha pi3HUX PiBHAX BJIa U
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