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I. Introduction
The present level of welfare of the United

States is the result of a long development. One
can list many factors that have a positive im-
pact on the US economy. Among them - a fa-
vorable international environment for the US
90’s, called a fluke. At this time most of the
world economy (outside the US) is in relative
decline, which allowed the US economy draw
in capital and investment goods.1

Proponents of “neoliberal” theories argue
that the success of the 90-ies in the develop-
ment of the US due to the fact that the liberali-
zation, privatization and cuts in public spend-
ing (through the elimination of the state), as
well as the release of funds and the use of
their savings for investment let the market itself
to regulate the development of the economy.
At the same time, a more objective analysis of
the causes of economic growth in the 90s,
conducted by American scientists suggests
that neoliberal restructuring in the US has cre-
ated the conditions for broad speculative ac-
tivities and the formation of a huge financial
bubble. Begun in the US economy in
2001 marked the collapse of the regressive
processes faith in neoliberalism and confirma-
tion same pattern after the onset of the reces-
sion period of revival. Explained by the fact
that the US has demonstrated a tendency
global economy enters a recession after the
first global oil shock of 1973 [1].
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At the same time, the US – the largest in
territory, population and leading to socio-
economic development of the country in the
world.

In 2000 281.4 million people lived in its ter-
ritory of 9.4 million km2. The standard of living
in the US was, and remains, one of the highest
in the world. The average annual income per
household in 2001 was about $42,200. Aver-
age hourly earnings in June 2001 amounted to
$14.30. The unemployment rate declined in
the last decade and in 2000 was about 4%.
The proportion of Americans living in poverty
decreased to 11.3% in 2000 [2]. Therefore the
analysis and consideration of possible ways to
adopt the American experience of ensuring
economic security in Ukraine is certainly rele-
vant and urgent.

II. Formulation of the problem
The main reasons for the long-term eco-

nomic success of the US are usually called
technological progress and effective public
policy in the field of economics. Indeed, since
1993 the modern technology policy was
launched in the US; “Technologies for eco-
nomic growth: a new course for the creation of
economic power.” In 2000 spending on secon-
dary and higher education (not training costs)
amounted to $646.8 billion, or 6.5% of GDP.
The average American had attended school for
13 years, the longest in the world. In
2000 more than 83% of American people aged
25 and older had at least completed secondary
and higher education, and 25% also had uni-
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versity education. In 2000 $264 billion were
spent on scientific development (2.6% of GDP),
in absolute numbers it was more than any
other country in the world. In 1999, the U.S.
had 2.9 million scientific workers [2].

Therefore the aim of this article is to ana-
lyze the trends in the economic policy of the
Federal Government of the United States, and
its specific guidelines for the development of
economic security in its regions, as well as
opportunities for the application of the Ameri-
can experience to Ukraine.

III. Results
Stimulating technological progress; it is es-

sentially only one of the economic policies of the
federal government. Current priorities of govern-
ment regulations are indicated as follows:
– to promote the growth of labor productivity

through the implementation of innovation
policy, particularly to accelerate the proc-
ess of scientific and technological devel-
opment;

– to prioritize and expand basic science as
well as information technology support;

– to further stabilize economic growth, the
development of balanced macroeconomic
policies in order to achieve sustainable de-
velopment, taking into account environ-
mental and social requirements;

– to promote education and training of the
labor force, which affect economic growth
and the standard of living of Americans;

– to ensure the social functions of the state
through the optimization programs in the
fields of pensions and health insurance
and support for family values;

– to the realization of the overall positive ef-
fects of American economic globalization;

– development to improve the environment
and the ecological regulators, thus to de-
velop appropriate policies in response to
global climate change [3].

The analysis of US government economic
policy must consider the policies of the federal
government. At the federal level, the macro-
economic regulatory role of the country is car-
ried out through constantly evolving legislation,
monetary policy and federal orders which af-
fect the economy through the amount of gov-
ernment consumption of goods and services,
and fiscal policy. In 1965 the Economic Devel-
opment Administration of the US Department
of Commerce was established. Its activities are
focused on creating new and maintaining ex-
isting jobs as well as diversifying the economy,
thus stimulating the growth of industry and
commerce in economically depressed areas.

At the same time, the design of its govern-
ment allows the US to vastly affect the economy
by means of micro-politics at the regional level.
The regional authorities provide strong support
for entrepreneurship, creating favorable condi-
tions for business people in each state, city, and

county. In addition to direct state government
assistance about 19,000 Economic Commis-
sions or Councils, who are regional and local
executive authorities, deal with business devel-
opment activities. They strengthen each state’s
economic policies and help entrepreneurs adapt
quickly to changing internal and external condi-
tions. They also enhances the economic devel-
opment of its population.

There is no right written in the US Constitu-
tion which would allow a state to secede from
the federation, and this right has never been
recognized by the American federation. The
US Constitution does not define the power of
the state governments. Therefore, the states
exercise supreme authority in all spheres of
society, from which the federal government is
excluded. Thus, in joining the Union, the states
retained the real power over their territories.
Each state has its own constitution, the basic
principles of which are identical to the princi-
ples enshrined in the U.S. Constitution.

Separation of powers between the states
and the federal government is based on the
main provisions of the US constitution. The
federal government authority maintains political
unity, provides territorial integrity, forms a sin-
gle economic space and regulates social and
economic processes. At the same time, the
states retain sufficient power to allow them to
regulate social and economic development of
their territories.

Trade policy as an instrument of economic
regulation is widely used by the US government
from a regional perspective. Since the Great De-
pression, in order to expand trade with Europe
along the Atlantic coast of the US, there has
been a free trade zone. Now, when the country’s
task is to strengthen American presence in the
global market, access to foreign markets for pro-
ducers from all parts of the country is encour-
aged. Therefore, there is a growing role of the
individual states in establishing a variety of inter-
national contacts. In 1960 only three states had
trade offices abroad. In 1985, 29 states had
55 permanent foreign missions abroad, and at
the beginning of the 90’s 46 states owned a net-
work of 163 foreign consulates [4].

The sphere of shared authorities of both
federation and state include:
– lawmaking and law application in the field

of taxation;
– regulation of forms of corporate activities;
– universal welfare.

The organization of local government is run
by the states. Therefore, local governments
must comply with state laws as their powers
come from the state. In the US, there are no
uniform guidelines for all the administrative
divisions of the country or the organization and
functioning of local government. This explains
why there is an extraordinary diversity in or-
ganizational forms of local governance. From a
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legal point of view, local governments are part
of the state government so they enjoy consid-
erable autonomy in the management of local
affairs. Each state has significant rights in fis-
cal policy. They make up, adopt and implement
their own budgets. Without any consultation
with the central government, state legislatures
may pass or abolish many tax laws. The US
fiscal system consists of three levels:
– at the top level taxation is carried out by

the federal tax office, known as the Internal
Revenue Service (IRS), which collects
federal taxes across the country which go
to the federal treasury;

– at the secondary level are state tax agen-
cies that collect taxes and fees imposed by
the state legislatures. These taxes are re-
ceived by the state treasuries;

– at the lowest level - the local tax authorities
levy taxes imposed by local authorities.

Tax services are independent and are not
subject to each other although they do interact

with each other. However, state legislatures
may only impose taxes that do not contradict
federal tax laws, and local governments’ tax
measures must be approved by their state’s
government. The IRS works more efficiently
than the state tax authorities. This is due to the
fact that most of the tax at the federal level is
automatically withheld from salaries.

The amount of federal government spend-
ing in the 20th century increased as in other
countries. In 1913 government spending was
only 10% of GDP, in 1990 it was 35% and in
1997 it rose to 42.2% and later decreased.
However, among the advanced countries the
US is considered a country with low taxation.
This can be partially explained by the fact that
the US government widely offers preferential
tax treatment for the regulation of social and
economic processes in society.

Although each state conducts its own fiscal
policy, these are averages for the taxes paid in
state’s revenues (see Table 1).

Table 1
Averages for the taxes paid in state revenues

Tax rate in the amount of the budget share of tax revenue
Personal income tax from 2% to 10% оver 30%
Corporate income tax rates and calculation
methods are different about 7%

Property tax from 0,5% to 5% 2%
Inheritance tax 1–15% 1%
Capital tax 0,75% small part
Sales tax to 8% 49%
Severance tax 3–5% 2%
License fees for the right to engage
in certain activities Various 6%

Deductions for unemployment benefits 2,7–7,5% of salary (with the first $8 million) vary depending on the state
Excise Various

The similarity of state tax systems is that
they rely primarily on general and special sales
taxes, which form almost half of all their tax
revenues. The general sales tax is charged on
the gross proceeds from the sale of goods and
services at each stage of circulation. This ap-
plies to products for both final and intermediate
consumption. Officially, the payer is the seller,
but in fact the tax is passed onto the buyer. In
many states, this tax exempts food and medi-
cines. The rate of general sales taxes varies by
state from 3 to 8%. In addition to the general
sales tax, special taxes are levied, called ex-
cise duties. The main ones are on gasoline,
insurance, utilities and tobacco.

The differences in the tax systems of the
states are in the different structures, rates and
methods of calculation. Such freedom of states
in tax policy allows them to use this tool effec-
tively in order to stimulate economic growth.
For example companies in some states, after
being registered there, are fully exempt from
property taxes. Many states offer companies
relief from taxes on their profits when they in-
vest within the state.

States differ by population quite a lot. Accord-
ing to the census in 2000, the highest number was

observed in California (33,871.6 thousand peo-
ple), the lowest - in Wyoming (493.8 thousand). In
29 states the population exceeded 3 million peo-
ple, and in 7 states was less than 1 million. At the
same time, the level of economic development, as
determined by GDP per capita, shows that the
differences between the states are not too signifi-
cant.

Homogeneous economic development is
provided by the fact that throughout the history
of the US the federal government has always
controlled not only formative conditions of the
single domestic market, but has also promoted
the free movement of goods, services, capital
and labor, and has greatly invested in the
physical and social infrastructure of its regions.
The growing role of the federal government in
the regulation of social and economic proc-
esses has been confirmed by the growing pro-
portion of the federal budget in the national
expenditure. In the last century (before World
War II) the states’ share was the prevailing
one, but in the late 50’s the federal budget’s
share amounted to 68–70%. It has decreased
to 60% since1993.

Several state governments have played
and continue to play major roles in shaping the
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business environment in their states. They are
independent of federal fiscal policy, that’s why
they can widely use micro-political tools for
making an impact on entrepreneurs. Through
preferential taxes they stimulate the entrepre-
neurs active in the state to invest their profits in
job creation, thus funding the creation of
physical market infrastructure and providing
retraining, which attracts new investors.

In the 19th century the federal government
had to intervene in the economic development
of the states, stimulating the settlement of
western uninhabited regions. Until the middle
of the 20th century such intervention was kind
of random, although accompanied by legisla-
tion. The largest and most widely known is the
law for the organization of the state corpora-
tion, referred to as the Tennessee Valley Ad-
ministration, enacted in 1933.

Since the 1960’s regional policy has be-
come an integral function for state regulation of
the country’s social and economic develop-
ment, being present in both the actions of the
federal government and the politics of the
states. This was caused not only by the desire
of the authorities to eliminate some regional
contradictions, but also by the general process
of reorientation mechanisms within state regu-
lations, moving from mainly solving social
problems to actively stimulating economic
growth and to developing targeted changes in
economic structure. It was officially recognized
that without regional solutions national goals
cannot be achieved; full employment, fair in-
come distribution, sustainable economic
growth, etc.

The regulatory basis for regional policy has
resulted in a number of laws being enacted
between the mid 60’s and the mid 70’s. The
most important of these are:
– the Public Works and Economic Develop-

ment Act of 1965 which established aid
guidelines for economically depressed ar-
eas;

– the Appalachian Regional Development
Act of 1965 which has provided targeted
development of the problematic Appala-
chian region for the past three decades;

– the Intergovernmental Cooperation Act of
1968 which regulates the powers of fed-
eral, state, and local governments con-
cerning regional management;

– the Rural Development Act of 1972 and
the Housing and Community Development
Act of 1974 outlined federal policy direc-
tives in relation to rural and urban areas of
the country;

– Regional Development Act of 1975.
The formation of regional policy in the US

was held up while powers were redistributed
between the upper and the lower authorities.
Before the 60’s regional regulation issues were
in general the prerogative of state and local

authorities. This hampered the coordination of
regional activities by the federal government
across the country. Later the situation began to
change, federal government intervention in-
creased in socio-economic development and
environmental protection, which was accom-
panied by the growth of funds provided by the
federal budget in order to help state and local
governments.

The most common and widespread form of
regional policy is represented by various re-
gional programs with their own distinctive fea-
tures:
– the targeting of activities to achieve spe-

cific fixed results;
– the order and complexity of the program

activities;
– the coordinated usage of tools provided by

the program to affect the economy; in-
vestment, subsidies, legislative acts, tax
and credit privileges, tariff policy, etc.;

– the coordinated assessment of all the re-
sources available and the functions of the
structures responsible for the implementa-
tion of the program’s activities.

Historically, in the United States there have
been three approaches to solving organiza-
tional issues about the regional implementation
of federal programs.

The first one is nationwide when issues are
considered at the level of the federal legislative
and executive branches. According to this ap-
proach, any additional costs from the federal
budget related to the program should be
authorized by the US Congress which has the
right to make the most important fundamental
decisions on concrete programs. Congress
defines general objectives for regional pro-
grams and a set of more specific program ac-
tivities, the maximum allowable size of alloca-
tions from the federal budget and establishes
the rights and obligations of the bodies en-
trusted with the management of program ac-
tivities in the future. However, the Congress
periodically performs a hearing on the imple-
mentation of programs.

The second is the superstate departmental
approach, according to which the guidance of
the regional programs is carried out by inde-
pendent special agencies of the federal gov-
ernment and by full-time federal authorities
specially created. The Board of Water and Soil
Resources, the Federal Advisory Council De-
partments, the Tennessee River Valley
Authority, the Appalachian Regional Commis-
sion and the Regional Planning Commission
are among the biggest authorities responsible
for the implementation of program activities.

The third is the local department approach,
wherein the implementation of federal pro-
grams for stimulating the development of cer-
tain areas is based on active participation by
local authorities. At the local level only federal
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funding, overall monitoring, evaluation of pro-
gram activities as well as analysis and as-
sessment are carried out. The development
and promotion of specific projects is a function
of the lower regional bodies.

Four directives of regional policy have been
implemented in the US.

The first directive, the government actions
used occasionally to reduce regional dispari-
ties in living conditions and business, can be
described as an model for two programs;
“Tennessee” and “Appalachia”.

The principal feature of these programs is
to organize activities of multi-regional commis-
sions. It offered a holistic approach to solving
regional problems. However, the funds were
not directed at all relevant issues but at a
number of specific ones. Typically, these pro-
grams are planned for five years and include:
– the analysis of the economic situation in

the region;
– the assessment of previous programs;
– the long-term and short-term forecasts for

economic development;
– the formulation of general long-term goals

for regional development;
– the specification of goals and their impact

on the regional economy;
– the overall cooperative strategy of the

authorities and states of the target region;
– a quantitative estimate of federal, state

and private funds required;
– the allocation of potential federal funding

by regional commissions.
The Multi-state (federal & regional) Tax

Commission is a target-oriented coordinating
authority. It influences regional development
by analyzing, forecasting, planning and advis-
ing. In part, it uses administrative means with-
out the input of large amounts of funds.

The second directive impacts the devel-
opment of regions of the country through sec-
toral economic and social policies of the fed-
eral government. These measures are very
popular in the US. Within this framework we
can distinguish two groups of federal pro-
grams.

1. Programs, common to the entire country,
fully funded by the federal budget. The re-
sponsibility to manage these funds can be im-
posed on the public service departments of
state and local governments. For example, the
federal aid program for families with dependent
children is implemented this way. In practice, it
is difficult to distinguish between federal pro-
grams, fully funded from the federal budget,
and programs that are financed jointly. In first
case, all the administrative terms are set by the
federal government. In the second, states have
some freedom to choose the mechanisms for
implementing the programs. These mecha-
nisms are called the management of federal
funds.

2. Targeted or categorical regional pro-
grams which specify the conditions for obtain-
ing local government financial assistance to
improve the living and business conditions in
various communities, cities and districts. A pre-
requisite is the contribution of funds by the
state government or the local authorities. The
funds are allocated if they develop programs
that meet federal government requirements. In
this case, if they refuse to comply with the
terms of the federal government, they lose the
relevant financial support. For example, federal
financial assistance to state or private universi-
ties may be terminated if they do not suffi-
ciently implement strategies to enroll women or
minorities, or discriminate on these grounds in
any of their programs. To implement targeted
programs the federal government allocates
block grants to states and municipalities. The
largest grants are earmarked for education and
urban development. If the state and local gov-
ernment’s costs on specific programs increase,
federal grants increase equally. Block grants
are also called equity grants.

This method of regional development is
now utilized almost worldwide. Many countries
use these programs to create technological
and industrial parks, stimulating not only the
growth of the economy in general, but also as
a way to direct regional policy.

The third directive implemented in the US
is in the form of financial support of the state
and local governments through block grants,
also known as subsidies. These block grants
were introduced, according to an overall par-
ticipation in income program, adopted in
1972 by state and local authorities. The
authorities receive financial assistance from
the federal government from a fund formed by
5.2% of the amount of federal income tax on
individuals. This money can be used by the
regional authorities completely at their own
discretion. This financial assistance to the
states and municipalities is also called “the
distribution of total income” and its share of the
public’s financial support is not very large. In
1986 the total amount of block grants was
$4 billion while the amount of targeted grants
was $103 billion [3]

As we see in the United States the third di-
rective hasn’t garnered the same popularity as
the others. This is due to several factors:
– The US Constitution includes some princi-

ples which are required for the existence of
a single economic space such as the ex-
clusive right of the federal government to
use the tools of monetary and trade poli-
cies;

– States have always been able to influence
the economy by means of micropolitics as
they have a certain freedom in the area of
fiscal policy;
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– The principle of equality of the states in
their relations with the federal government
does not allow the federal government to
pay special attention to individual states.

The fourth directive is integration. It is not
explicitly represented. Federalism in the US is
competitive. States and local governments
compete with each other to create enabling
environments for business and residency. The
choice of residence is up to the citizen. In the
US every year 17–20% of the population
change their places of residence. On average,
a family changes dwellings 11 times in one
lifetime. At the same time, the Tennessee and
Appalachia programs can be considered inte-
grated since they cover the area of 12 or
13 states and their activities have stimulated
the development of integrative tendencies in
business, as well as in state and local policies.

IV. Conclusion
In the US, state regulation, supported by

federal regional policy, is essential for the so-
cial and economic development of the country.
A distinctive feature of the US government
structure is that in some states a major role in
shaping the business environment is played by
local authorities. They are independent from
fiscal policy which allows them to have enor-
mous impacts on regional economies and local
businesses by means of micropolitics. The
most common form of regional policy in the
United States is represented by various re-
gional programs. Based on their objectives,
there are currently four areas of regional pol-
icy; the reducing of regional disparities, the
formation of sectoral perspectives for eco-
nomic and social development of the regions,

financial support to the states by means of
block grants and stimulating the development
of integration trends.

The Americans have experienced success
with a broad approach to the formulation of
their strategic objectives and the solution of
practical problems arising from regional socio-
economic development. For our country, the
pattern is most valuable as a model to emu-
late.
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