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ABSTRACT

Relevance. In recent years, the significance of financial flows in the public sector
in territorial development in Russia has been growing. To be able to analyze all
public sector revenues and expenditures at the regional level, it is necessary to
develop financial balances that take into account all flows of financial resources.
Research objective. The purpose of this study is to create financial balances of
the ‘General Governance’ sector by using the example of six regions in the Ural
Federal District. Data and methods. The study is based on the theoretical frame-
work of the System of National Accounts. The author proposes a methodological
approach to the consolidation of official statistical reports from open sources in
accordance with the classification of government revenues and expenditures in
national accounting. Results. The proposed methodology for calculating the in-
come and expenditures of all budgets in the region, including the volume of direct
federal expenditures, is based on comparing the data on the sources of added
value formation. A database on income and expenditures of the regions of the
Ural Federal District for the period 2014-2018 was made and a matrix of financial
balances of the ‘General Governance’ sector by regions for 2017 was built. To this
end, the structure and amount of public institutions financing costs were speci-
fied and donor and recipient regions of the Ural Federal District were identified.
Conclusions. Financial resources of the public sector affect the economy of the
regions of the Ural Federal District in several ways. The regions specializing on oil
and gas production are net donors to the sector, the rest of the regions cannot pro-
vide for themselves and are more dependent on federal funds. The sector ‘General
Governance’ generates more than 10% of GRP of Chelyabinsk and Sverdlovsk re-
gions and more than 20% of Kurgan region. The results can be used for planning
and forecasting of socio-economic development of certain areas.

KEYWORDS

gross value added, institutional
sectors, system of national
accounts, public administration,
Russian regions, Ural Federal
District

ACKNOWLEDGEMENTS

The study is supported by the
Russian Foundation for Basic
Research, project 18-010-01001
‘Sector “General Government”: The
Formation of Financial Balances

of Regions and Municipalities on
the Basis of the Principles of the
System of National Accounts.

FOR CITATION

Pasynkov, A.F. (2020) Compilation
of regional financial balances for
the ‘General Governance’ sector
in the Ural Federal District.
R-economy, 6(4), 251-260. doi:
10.15826/recon.2020.6.4.022

dopmupoBanie GMHAHCOBHIX 0AJIAHCOB
CEeKTOpa «rocyfapCTBeHHOe yIpaBjeHue» cyobeKToB PD
(Ha mpuMepe peruoHOB YpaJIbCcKOro peaepajibHOTO OKpyTra)

A.®. ITacpinkoB

Wncmumym sxonomuxu Ypanvckozo omoenenus Poccutickoti akademuu Hayk, Examepun6ype, Poccus;

monografia@mail.ru

AHHOTAIIUA

AKTtyanbHOCTB. B nocnegnue rogsr B Poccuiickoi ®@epepanym Bce BO3pacTa-
Ijee 3HAYCHIE HA Pa3BUTIE TEPPUTOPUIL OKA3bIBAIOT BIINsIHIE (PYHAHCOBbIE IO-
TOKM OPIaHOB TOCY[APCTBEHHOTO yIIpaBieHMA. [I1 IOMHOrO OTpakeHUs BcexX
MIOXOfIOB U PacXOfIoB TOCYJAPCTBEHHOTO CEKTOPA Ha PETMOHAa/TbHOM YPOBHE,
HeoOX0MMO paspaboTKa PMHAHCOBBIX 6aTaHCOB, KOTOPBIE IIO3BOJISIOT YINUTHI-
BaTb BCe OTOKM PpUHAHCOBHIX pecypcoB. Ilens nccneposanus. lennio HacTos-
I[eTo MICCIeTOBAHNA BHICTyIIaeT POpMMUpPOBaHye PUHAHCOBBIX 6aTaHCOB CEKTO-
pa «locymapcTBeHHOE yIIpaB/ieHe» Ha IpUMepe HIeCTy CyObeKToB demeparyis,
BXOZAIIMX B Ypanmbckuil emepanbHbiil oKpyr. JaHHble u MeTonbl. Vccneno-
BaHMe 6asypyeTcs Ha TeOPeTUIeCKUX HMOIOKeHUAX popMupoBanyst CUcTeMbl
HaIlYIOHAJIbHBIX CYETOB M aBTOPCKOM METOJIO/IOTMYECKOM IOJXOfe K KOHCOMN-
manyy opUIMANIbHON CTaTUCTUYECKON OTYETHOCTHU U3 OTKPBITBIX UCTOYHIKOB,
KOTOpas COOTBETCTBYET IPUHATOI B HAL[IOHA/IbHOM CYeTOBOAICTBE KIaccudu-
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KJIFOYEBBIE CJIOBA

BajioBas J00OaB/IeHHAA
CTOVMMOCTbD, MHCTUTYL[MOHA/IbHbIE
CEeKTOpa, CYCTeMa HallMOHA/IbHbIX
CYeTOB, TOCY/JapCTBEHHOE
yIIpaBJIeHNE, Cy6’beKT PO,
Ypanbckuit penepanbHbIii OKPYT
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Kalueli JOXO0/I0B ¥ PacX0Jl0B OPIaHOB IrOCYJApCTBEHHOTO yIpaByeHus. Pe3ynb-
TaTbl. PazpaboTraHa MeToaMKa pacyeTa JOXO/IOB M PACXOfi0B BCeX OIO/PKETOB Ha
TEPPUTOPUY PETHOHA, B TOM 4YNC/Ie 00'beMa NPSAMbIX (efilepanbHbIX PacXOfoB Ha
TePPUTOPUAX CyObeKTa (efiepalLiyi, Yepe3 COIOCTaB/IeHMe JaHHBIX 110 MCTOY-
HIKaM ¢popMupoBanus fobasnenHo croumocty. Ha 9Toit ocHoBe 6b11a cdop-
MMpoBaHa 6asa JaHHBIX II0 JOXOJaM U PacxofiaM pernoHoB Ypambckoro Depe-
panpHOro OKpyra 3a neprox 2014- 2018 rr. u mocTpoeHa Marpuiia prHAHCOBBIX
6amaHcoB cekTopa «ocymapcTBeHHOE yIpaBieHne» o cyobekram P® 3a 2017 1.
BoifienieHa cTpyKTypa 1 00beM pacxofoB (PMHAHCHPOBAHNS TOCYHAPCTBEHHBIX
3aBeJIeHNII, OIIpefie/IeHbl TePPUTOPUM OHOPHI U PELIMINEHTbI YpaIbCcKOro de-
flepa/IbHOTO OKpyTa. BeiBogbl. PyHaHCOBBIE PECYPChI TOCY/IaPCTBEHHOIO CEK-
TOpa OKa3bIBAIOT BJIMAHNME HA 95KOHOMUKY pernoHoB YpPO pasHOHAIpPaBIEHO.
He¢rerasonobsIBaoliie TeppUTOPUY ABIAIOTCS YACTBIMU JOHOPAMIU CEKTOPA,
OCTaJIbHBIC PEIMOHBI He MOTIYT obecreduTdb cebs (pUMHAHCOBBIMU pecypcamu,
¢ yueroMm ¢enepanbHbx pacxonos. Cexrop «locymapcTBeHHOe yIpaBIeHME»
¢dopmupyet 6oree 10% pernonanbHoro npoaykra Yemsabuuckoit u CBepios-
cKoit obmacreit n 6omee 20% Kypranckoit o6mactu. ITomydeHHbIe pe3ynbTaThl
MOTYT OBITD YICHO/Ib30BaHbI IIPY IVTAHNPOBAHNUY U IIPOTHO3MPOBAHUY COLIMAIIb-

BJIATOJIAPHOCTH

Pa6ora nopep>xana Poccuiicknm
¢dbonmoM dyHIAMEHTaTbHBIX
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HO-3KOHOMMYECKOI'O pa3BUTNA OTHAE/IbHBIX TeppMTOpI/II?I.

Introduction

Socio-economic development of territories at
various levels depends on many different factors
that influence the level and dynamics of reproduc-
tion processes. The driving force of any economy
is the sector of production of goods and services,
which creates the added value of the territory. Fi-
nancial resources generated by the manufacturing
sector are a source of income for people and re-
gional governments, forming the tax base of the
territories. On the other hand, the expenditures of
households and budgets of all levels provide the
demand for goods in the production sector, en-
suring the circulation of financial flows in regions.

Recently, a general trend for Russia and the
world in general has been the increasing impor-
tance of financial flows in the public sector for
the development of territories. The importance
of the general government sector in the circula-
tion of financial flows lies in the redistribution
of added value between economic units and ter-
ritories, which allows to solve certain problems,
including the equalization of conditions for so-
cio-economic development. Therefore, for vari-
ous territories, financial flows of the public sector
are of different importance, both in the structure
of value added and in the ratio of revenues and
expenditures of the general government sector.

However, studies of the financial balances of
territories are limited to the generalization and
analysis of the data on collected tax payments and
consolidated budgets of the regions. Therefore, it
is impossible to draw conclusions about the de-
gree of dependence of regional economy on bud-
get flows. At the same time, financial balances of
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public administration imply accounting for all
resource flows, regardless of the level and direc-
tion of their movement. It is this approach that is
incorporated in the concept of building an inter-
national system for assessing economic activity —
the System of National Accounts.

The System of National Accounts (SNA) is an
internationally agreed standard set of guidelines
for calculating indicators of economic activity in
accordance with clear rules for maintaining ac-
counts at the macro level, based on the principles
of economic theory. Without going into details, it
can be noted that the main resulting account in-
dicator, often used by researchers, economists and
government officials, is Gross Domestic Product
(GDP). At the same time, the SNA consists of a
large number of accounts and classifications that
make it possible to assess the proportions and
patterns of economic development of a particular
territory. For the regional and municipal level, the
author proposes to develop an analogue of such a
system - territorial accounts.

In this regard, the formation of financial
balances of the ‘General Governance’ sector in
Russian regions makes it possible to assess the
movement of funds of budgets of all levels and
determine the outflow / inflow of resources in
certain territories. Therefore, the main purpose
of this study is the creation of financial balances
of the ‘General Governance’ sector by using the
example of six regions of the Ural Federal District.
The goals of the study are as follows: to determine
the total flow of tax payments by regions to the
budgetary system of Russia; to allocate regional
budgetary expenditures in the SNA classification;
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to calculate the federal part of expenditures in
GRP of the regions of the Ural Federal District;
and determine donor and recipient regions in ac-
cordance with the ‘General Governance’ sector.

Theoretical framework

From the theoretical point of view, the prob-
lem of assessing the income and expenditures
of territories at the level of both regions and in-
dividual municipalities has been considered in
Russian science for a long time. A significant
part of the research is devoted to assessing the
balance of budgets, the ratio of territories’ own
revenues and transfers, the level of subsidization
of territories, etc.

In this regard, a lot of works have been devot-
ed to the balances of income and expenditures of
regional (municipal) budgets. For example, Khap-
saeva (2014) examines the theoretical aspects of
balancing regional budgets. Zhuravleva (2015)
focuses on the case of Ukraine and defines the
role of tax revenues in the regional budget system,
highlighting approaches to the formation of a
balanced municipal budget (Bogolib, 2015).

The influence of federal transfers and finan-
cial macroeconomic policy on the regional finan-
cial system is another widely discussed topic. For
example, Istomina (2016), outlines the special role
of federal authorities in planning the income and
expenditures of the regional budget. Pinskaya &
Ziganshina (2015) discuss the need to build a new
effective model of inter-budgetary interaction.
Ilyin & Povarova (2017) investigated the effect of
the tax administration issues of big business in re-
lation to revenues of regional governments.

Another part of the research is devoted to the
analysis of regional budget revenues or expendi-
tures (Zumakulova & Tereshev, 2015; Povarova,
2016; Tokaev & Basnukaev, 2016; Isaev, 2016;
Khokhlova & Ivanko, 2017; Ilyukhin, Ponom-
aryova & Ilyukhina, 2017; Pechenskaya, 2018) or
municipalities (Fayberg, 2015; Sumskaya, 2019).
In our opinion, the approach based only on bud-
get analysis is rather limited since the tax and
budgetary system in Russia does not reflect the
real potential of the regions in generating tax pay-
ments and the federal budget expenditures used
in the territory.

In recent years, the financial system of the
territory has been understood more broadly. For
example, Marshalova (2005) considers the assess-
ment of the financial flows of municipalities as the
main level of value added formation. Klimanov,
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Eremina & Mihaylova (2018) use the features of
the distribution of ‘direct’ federal budget expen-
ditures to develop a balance of counter financial
flows by region. However, these studies focus
more on the theoretical aspect of the problem and
do not offer methodological approaches to the as-
sessment of financial balances.

Theoretically, the problem of financial bal-
ances of territories is considered by Sidorova &
Tatarkin (2012). This idea is further transformed
into a design matrix of financial flows (Tatarkin,
Sidorova & Trynov, 2017). In spite of the high im-
portance of these studies, the use of the matrix of
financial flows is quite limited, as they are used
only aggregated data from official sources.

In the international literature, the assessment
of the influence of the public sector at the regio-
nal level is studied by statistical departments' by
identifying the added value formed at the level of
regions and municipalities. The impact of state
financial flows on the economic development of
territories is considered, to a large extent, from
the point of view of the effect of urbanization
processes and an increase in the productivi-
ty of individual territories (Simmie&Martin,
2010; Wang&Turkina, 2020; Lobo, Bettencourt
& Strumsky, 2013; Lobo&Smole, 2002; van
Raan, van der Meulen & Goedhart, 2016; Re-
sende&Cravo, 2014). Thus, today there is no
generally accepted methodological approach to
determining financial balances of the ‘General
Governance’ sector at the territorial level.

Methodology and data

Our approach to the development and calcu-
lation of financial balances of the ‘General Gover-
nance’ sector is based on the principles of the in-
ternational System of National Accounts (United
Nations, 2009).

The essence of the proposed approach is the
development of a system of accounts and balance
ratios for open territorial units, conceptually and
methodologically fully compatible with the UN
SNA-2008 standard (for more on the theoreti-
cal and methodological aspects of the problem

! US. Bureau of Economic Analysis (2006). Gross Do-
mestic Product by State Estimation Methodology. Retrieved
from: https://webcache.googleusercontent.com/search?q=-
cache:quOgPhQGmrk]:https://www.bea.gov/sites/default/
files/methodologies/0417 GDP by State Methodology.pd-
f+&cd=1&hl=ru&ct=clnk&gl=ru&client=opera ; EUROSTAT
(2008). European Regional and Urban Statistics. Reference
Guide. Retrieved from: https://ec.europa.eu/eurostat/ramon/
statmanuals/files/KS-RA-07-005-EN.pdf
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see the author’s previous articles: Zakharchuk &
Pasynkov, 2017; Zakharchuk, Pasynkov, & Trifo-
nova, 2020).

Since this study aims to describe the financial
flows of the public sector, first of all, it is necessary
to bring the available statistical data into a form
comparable to the SNAs methodology. To do
this, the author has consolidated the data arrays
in accordance with the accepted classification of
income and expenditure of government bodies.
From the SNA’s perspective, the revenues of the
‘General Governance’ sector include the following
payments to the budget system:

— Taxes on product and imports: value added
tax (on goods sold and imported into the Russian
Federation), excise taxes and tax on the extraction
of minerals (rent);

— Other taxes on production: property tax,
transport and land tax of enterprises as well as
regular payments for the use of natural resources
(except for the mineral extraction tax);

— Corporate income tax: in fact, according to
the SNA classification, it is included in current
taxes on income. However, to separate tax pay-
ments of corporations from households, we need
a separate classification. This section includes the
corporate income tax calculated in the given re-
gion of the Russian Federation as well as the cor-
porate income tax of consolidated groups of tax-
payers;

— Current taxes on income: households are in-
cluded as property taxes, transport and land tax
for individuals and taxes on total income of small
businesses;

— Personal income tax: it is considered sepa-
rately as a part of income taxes, due to its analyti-
cal value in determining the impact on the overall
tax burden of the territory;

— Other sources of income: government duties
and other payments unrelated to tax regulation.

At the next stage, it is necessary to determine
the expenditures of budgets of all levels in the
given territories in order to compile a general
balance of the movement of funds in the sector.

First of all, it is necessary to distinguish be-
tween the concepts of ‘total budget expenditures
in the territory’ and ‘added value of the public sec-
tor,, since a clear understanding of these terms is
necessary for correct calculation of the expendi-
tures of the ‘General Governance’ sector.

Value added of the public sector, according to
the SNA’s theoretical provisions, consists of sala-
ries of employees (together with social charges)
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and other taxes on production and gross mixed
income of the sector. In the corporate sector, gross
mixed income plays a significant role in the for-
mation of added value, since it includes both de-
preciation charges on fixed assets and the profit
received by the sector. In Russia, in the corporate
sector, mixed incomes make up about a half, in
some sectors (e.g. mining), they can be 70-80% of
the value added (Zakharchuk, 2019).

Since the ‘General Governance’ sector has pe-
culiarities related to the redistributive nature of
its flows, the sector does not actually have mixed
incomes. This is due to the fact that no profit can
be generated in public administration, since only
non-profit organizations are included in it and
depreciation payments are not refunded. As a re-
sult, the added value of the ‘General Governance’
sector includes practically only the costs of remu-
neration of employees with contributions to social
funds. Consequently, when determining the costs
of public administration on wages in the territory,
it can rely on the data on the added value of the
corresponding sections of the All-Russian Clas-
sifier of Economic Activities (OKVED), defining
them as ‘wages. In the categories of OKVED-1
(valid until 2016), such sections include L, M, and
N. According to OKVED-2, sections O (Public
administration and military security; compulso-
ry social security), P (Education), Q (Health care
and provision of social services), R (Activities in
the field of culture, sports, leisure and entertain-
ment) belong to the ‘General Governance’ sector.

Another indicator that we need for calcula-
tions is the total expenditures of budgets of all
levels in the territory, which reflects the costs of
the ‘General Governance” sector for all items of
expenditure. To draw an analogy with the cor-
porate sector, expenditures can be considered
as ‘intermediate consumption’ and included in
gross mixed income, for example, investments in
fixed assets.

Therefore, there is a need to develop ways of
calculating the costs of the ‘General Governance’
sector in the territory where information is pro-
vided by various information systems. The basis
for calculating expenses is the information on the
official website of the Treasury of Russia on the
cash flow of the consolidated budgets of the re-
gions (Form 0503323). The data are grouped ac-
cording to the General Government Operations
Classification Code (KOSGU), ranging from 211
‘Wages’ to 340 ‘Increases in Inventory Value. In
accordance with the requirements of the SNA,
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we reformatted and consolidated data from tables
into a form comparable to national accounting.
The KOSGU codes related to the added value of
the ‘General Governance’ sector include the fol-
lowing:

1) The added value of the ‘General Gover-
nance’ sector, which includes direct budget ex-
penditures for payments to employees, other
payments, and charges on payments for wages.
As a rule, these expenses belong to general ad-
ministrative expenses for management and are
displayed in Section O according to OKVED-2.
The second part of the expenses included in this
group is ‘Subsidies to institutions’ (241,242 KOS-
GU), which are essentially related to transfers. But
they are in fact direct financing institutions per-
forming public tasks of regions and municipali-
ties in a given area. Of course, in the composition
of this subsidy, not all costs are related to wages.
We analyzed the ‘Report on the Implementation
of the Institution’s Plan of its Economic Activi-
ties on Subsidies for the Fulfillment of the State
(Municipal) Task’ for 2017, which contains all the
reported data for the Russian Federation for this
type of activity. According to the Report, out of
742.43 billion rubles of funds allocated for the ex-
ecution of state assignments, almost 507 billion
or 68% were spent on paying wages, 206.31 bil-
lion rubles (27.7%) were spent on the purchase of
goods and services, and the rest of the expenses
(4.3%) are insignificant. Thus, the overwhelming
part of the costs is reflected in the formation of the
added value of territories by sections P, Q, R in the
OKVED 2 system.

2) Transfers to the Households Sector. So-
cial security (262.263 KOSGU) includes expens-
es on social support of the population outside
the framework of the federal pension, social, and
health insurance systems. The list of such expens-
es is quite wide, and it concerns both direct cash
payments and compensations for various types
of benefits (for example, travel expenses). In the
SNA, such payments are classified as ‘social secu-
rity’ and correspond to the income sector ‘House-
holds’ The value added of the public sector is not
included; it is allocated in a separate category.

3) Gross savings in the sector. This article in-
cludes information on the expenses of 310.330
KOSGU ‘Capital investments. These are funds
aimed for construction of buildings and structures
and for increasing the value of intangible assets.

4) Intermediate consumption of the sector
‘General Governance’. According to KOSGU, it
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is the most diverse item for spending regional
and municipal funds, it includes items from 221
(communication services) to 226 (other works,
services) and 340 (an increase in the cost of in-
ventories).

5) Other current transfers. The allocation of
these payments into a separate class is dictated
by the SNA concept, since in this case the expen-
ditures of the general government sector do not
have a subject link. This applies to both debt ser-
vice (code 231 of KOSGU), which is a transfer to
non-financial corporations. The same applies to
interbudgetary transfers (code 251 of KOSGU),
which refer to simple withdrawal of resources
from the budget system.

As a result, in accordance with the proposed
algorithm, we created a database on income and
expenditures of the regions of the Ural Federal
District for 2014-2018. The source of the data on
revenues was the open data of the Federal Tax Ser-
vice. The data on expenditures were taken from
the official website of the Treasury of Russia and
the value added tables.

Results

At the first stage, income matrices of the ‘Gen-
eral Governance’ sector were made for the regions
of the Ural Federal District from 2014 to 2018 (the
data for 2017 are shown in Table 1). In the whole
federal district in this period, the growth of gov-
ernment revenues was 183%, from 3,192.16 bil-
lion to 5 833.17 billion rubles. The weakest dy-
namics was shown by the growth of revenues from
personal income tax, which increased on average
by 31% over five years. The lowest growth rates
of income from personal income tax were in the
Khanty-Mansi Autonomous District and Kurgan
region, and the highest, in Tyumen region, about
1.5 times. Revenues from other types of taxes
grew evenly 1.6-1.7 times. The highest growth in
revenues was from taxes on production and im-
ports: the gross collection of payments increased
by 92% (from 2,406,383.11 to 4,610,758.87 mil-
lion rubles).

If we consider tax collection in the regions of
the Ural Federal District, from 2014 to 2018, the
most significant growth was shown by the Yama-
lo-Nenets Autonomous District and Tyumen re-
gion. The main source of tax payments in Yamal
during this period was the corporate income tax
(an increase from 57,939.7 to 133,247.8 million
rubles, or 2.3 times), as well as taxes on produc-
tion and imports (an increase from 569,521,0 to
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1,200,944.2 million rubles, or 2.1 times). In Tyu-
men region, taxes on production and imports in-
creased even more, 2.6 times, due to an increase
in value-added tax collections. Moreover, current
taxes on household income increased significantly
(by 160%), which enabled the government to dou-
ble tax payments in the region, from 163,870.6 to
324,244.9 million rubles over 5 years.

The worst result in the development of its
tax base was shown by Kurgan region, where the
total flow of payments grew by only 27%. The
most significant growth was shown by other in-
comes — 2.2 times — as well as other taxes on pro-
duction, which increased from 1,793.3 in 2014 to
2,871.6 million rubles in 2018. Chelyabinsk and
Sverdlovsk regions have the largest amounts of
collected tax payments. Thus, corporate income
tax in Chelyabinsk region from 2014 to 2018 in-
creased by 246%, while the overall growth in the
Ural Federal District was only 172%. Sverdlovsk
region in this period demonstrated the most sig-
nificant increase in receipts from other taxes on

production: the whole federal district had a 1.72
times increase and Sverdlovsk region, 2 times.

The next step in calculating financial balanc-
es was the conversion of budgetary expenditures
from KOSGU to the SNA and the distribution
of spending by regions (Table 1 shows an exam-
ple of such calculations for 2017). The results of
the calculations showed that the expenditures
of budgets related to value added vary conside-
rably. While in the Yamalo-Nenets Autonomous
District, the share of these costs is about 63%, in
Kurgan region it is less than 50%. The average
value of costs in value added in the Ural Fede-
ral District is 56.84%, while the costs of Tyumen,
Chelyabinsk and Sverdlovsk regions fluctuate
with a half percent difference. This may indicate
a certain standardized distribution of budgetary
funds in the regions, allocated to the costs of
paying salaries to public institutions. Moreover,
the lower is the budgetary provision of the re-
gion, the lower is the share of such expenses, and
vice versa.

Table 1

Calculation of financial balances of the ‘General Governance’ sector by the regions
of the Ural Federal District, 2017, mln rbs

Kurgan | Sverdlovsk | Tyumen | Chelyabinsk | KhMAO - | Yamalo-Nenets
Region Region Region Region Yugra Autonomous
District
INCOME
Taxes on production and imports 10,343.3 87,443.3| 123,729.7 69,768.6| 1,981,107.9 934,620.9
Other taxes on production 2,504.1 32,770.5| 11,265.4 17,5734 63,236.5 65,230.8
Corporate income tax 4,856.6 82,518.6| 54,028.4 52,208.0 81,747.2 87,274.5
Current taxes on household income 2,391.1 18,057.9| 5,869.3 11,703.9 7,513.4 2,597.3
Tax on personal income 9,268.3 89,897.7| 31,271.2 58,440.1 79,629.0 50,443.9
Other revenues 433.1 1,448.6 586.7 4,261.3 673.3 562.0
TOTAL INCOME 29,796.4| 312,136.6| 226,750.7 213,955.3| 2,213,907.2 1,140,729.4
EXPENDITURES
Consolidated regional budget
Added value of the sector 20,313.1 147,884.9| 90,345.6 95,622.4| 147,800.3 105,972.2
Transfers to the Households Sector 10,797.5 54,412.5| 18,597.5 37,807.9 31,087.1 21,478.8
Gross savings 2,812.8 17,603.6| 25,145.5 10,042.2 18,040.0 13,630.8
Intermediate consumption of the sector 6,752.4 36,305.0| 18,318.9 25,616.8 31,301.7 19,562.3
Other current transfers 1,289.3 5,420.4 7,616.1 961.7 16,312.3 7,609.0
Total 41,965.1| 261,626.5| 160,023.6 170,051.0| 244,541.4 168,253.1
Federal budget of the Russian Federation
Added value of the sector 19,860.5 92,076.7| 32,181.1 66,205.4 27,756.1 14,638.5
Gross savings 1,527.7 7,082.8| 2,475.5 5,092.7 2,135.1 1,126.0
Intermediate consumption of the sector 8,249.8 38,247.2| 13,367.5 27,500.7 11,529.5 6,080.6
Other current transfers 916.6 4,249.7 1,485.3 3,055.6 1,281.1 675.6
Total 30,554.7| 141,656.5| 49,509.4 101,854.4 42,701.7 22,520.8
TOTAL EXPENDITURES 72,519.7| 403,282.9| 209,533.0 271,905.4| 287,243.2 190,773.8
Net lending borrowing of the sector -42,723.3| -91,146.3| 17,217.7 -57,950.1|1,926,664.1 949,955.5
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Another factor that reduces the share of wag-
es in the budget can be the higher social security
costs. Thus, Kurgan region is the leader in terms
of spending on transfers to the “Households” sec-
tor; more than a quarter of all expenses (25.73%)
were spent for these purposes. The lowest costs
in this area are observed in Tyumen region (only
11.62%); in Sverdlovsk and Chelyabinsk regions,
social assistance costs are approximately equal
(20-22%); oil and gas producing regions are the
same in relative spending on social protection of
the population (12.71-12.77%). In general, in the
Ural Federal District, 174.18 billion rubles were
allocated to social protection in 2017 or 16.6% of
all expenses across the territory.

The study of regional expenditures on capital
construction did not reveal any regularities in the
structure of financial balances. The smallest share
of expenses is in Chelyabinsk region (5.91%); in
Kurgan, Sverdlovsk regions, Khanty-Mansiysk
and Yamalo-Nenets Autonomous District, this in-
dicator is around 6.7-8.1%. The leader in terms
of capital investments from the budget is Tyumen
Region, which allocated 25.15 billion rubles to
investments or 15.71% of total expenses. Thus,
expenditures on capital construction are deter-
mined by the challenges that the regions face and
not by financial opportunities.

In general, the budgets of the regions and
municipalities of the Ural Federal District spent
1,046.46 billion rubles. Despite the significant lack
of their own financial resources, the biggest bud-
get in 2017 was in Sverdlovsk region. The poorest
region in terms of budget expenditures was Kur-
gan region. Comparing tax revenues and expendi-
tures of the consolidated budgets of the regions of
the Ural Federal District, we can see that in almost
all regions (except for Kurgan region) income

from the economy exceeds expenditures. Howev-
er, after calculating the contribution of the federal
part to the added value of each region of the Ural
Federal District (Table 2), it can be seen that the
situation has changed a lot. The most significant
federal expenditures were in Kurgan region, they
amount to 19.86 billion rubles or 9.89% of the re-
gion’s gross value added. Sverdlovsk, Chelyabinsk
and Tyumen regions depend on federal revenues
for 3-5% of their GRP, and the Khanty-Mansi Au-
tonomous District and Yamalo-Nenets Autono-
mous District have minimal significant funding
from the federal budget - less than 1%.

At the same time, as we have already noted,
the financial balance in the ‘General Governance’
sector consists of both the value added costs of
the sector (mainly salaries) and other expenses.
If, according to the consolidated budget of the re-
gion, the sums of expenditures on investments,
social security, purchase of goods and services
were calculated by using the ‘direct’ method, then
the federal budget expenditures for these purpo-
ses can be determined only indirectly. The official
website of the Federal Treasury of the Russian
Federation contains only fragmentary informa-
tion on the structure of financing of federal bud-
getary institutions. Based on these data, when
calculating the total costs of the federal budget
in the regions, it was decided, very tentatively, to
assume that the proportions of the costs are as
follows: 65% — costs of wages and social charges;
27% - purchase of goods, works and services;
5% - investments; and 3% - other expenses.

In accordance with this distribution, the fi-
nancial balances of the ‘General Governance’ sec-
tor were compiled by region for 2017 (Table 1). It
can be seen that if we take into account direct fe-
deral costs in regions of the Ural Federal District,

Table 2
Calculation of the value added of the federal part of expenditures in GRP of the regions
of the Ural Federal District, 2017, mln rbs and %
Regions of the Ural Federal | Gross regional | Added value of the Regional Federal budget Federal
District product sector ‘General | consolidated budget| expenditures | expenditures
Governance’ expenditures as% of GRP
Kurgan Region 200,868.2 40,173.6 20,313.1 19,860.5 9.89
Sverdlovsk Region 2,142,514.3 239,961.6 147,884.9 92,076.7 4.30
KhMAO - Yugra 3,511,127.5 175,556.4 147,800.3 27,756.1 0.79
Yamalo-Nenets Autonomous 2,461,442.8 120,610.7 105,972.2 14,638.5 0.59
Okrug
Tyumen Region 1,013,424.5 87,154.5 54,973.4 32,181.1 3.18
Chelyabinsk Region 1,348,564.7 161,827.8 95,622.4 66,205.4 491
Total 10,677,942.0 825,284.6 572,566.3 252,718.3 2.37

The author’s calculations based on the data of Rosstat and the Ministry of Finance
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then only Tyumen region with national districts
can claim to be ‘self-sufficient’ enough. Kurgan re-
gion is the most dependent on external financing
through all budgetary channels: in this region, the
expenses were more than twice the level of tax pay-
ments. Sverdlovsk and Chelyabinsk regions show
a lack of their own tax base, the former amount to
a little more than 91 billion rubles, and the latter,
almost 58 billion rubles. At the same time, if we
compare net lending / borrowing in relation to the
sector’s income, it turns out that the indicators are
practically equal, about 27-29%. Tyumen region,
the only one of all the regions of the Ural Federal
District, has an equal amount of income and ex-
penses. Finally, the autonomous districts demon-
strate an impressive financial redundancy of the
budget system; out of 2,213.91 billion rubles of
taxes transferred in the Khanty-Mansiysk district,
only 287.24 billion rubles were used at all levels
of the budget system in the territory, or only 13%.
The situation is similar in the Yamalo-Nenets Au-
tonomous District — 1,140.72 billion rubles were
received, 190.77 billion rubles were spent, that is,
83.3% of taxes remained in the federal budget. In
general, in the Ural Federal District, tax and other
payments of over 2,702 billion rubles were trans-
ferred to the federal budget in 2017.

Conclusion

The study on the development of financial
balances of the Ural Federal District led us to the
following basic conclusions:

1. The development of the account ‘Gene-
ral Governance’ at the regional level allows us
to more accurately determine the directions of
transfer and spending of funds on all levels in the
territory. This can contribute to the development
of a methodology for assessing the ‘interregional’
movement of financial resources.

2. The calculation of the federal part of expen-
ditures in a given region, in the absence of reliable
data, can be carried out by deducting the regional
budget expenditures from the added value of the
region. The problem of including activities in the
public sector involving commercial companies
can be solved depending on the specifics of the
region and additional calculations. The problem
of including activities in the public sector with the
presence of commercial companies will vary de-
pending on the specifics of the region, but this can
be eliminated by additional calculations.

3. Financial balances of each region of the
Ural Federal District have their own characteris-
tics. The oil and gas regions — the Khanty-Mansi
and Yamalo-Nenets Autonomous Districts — are
net donors of the ‘General Governance’ sector,
while Kurgan region, on the contrary, is a reci-
pient. Tyumen region, due to the redirection of a
part of the financial resources of the autonomous
districts, has practically zero net lending/borrow-
ing. Industrialized Sverdlovsk and Chelyabinsk
regions cannot provide themselves with financial
resources due to the high federal budget expendi-
tures in the territories.

4. The expenditures of the ‘General Gover-
nance’ sector have a significant impact on the for-
mation of added value in non-oil and gas regions
of the Ural Federal District. Even if we don't take
into account the influence of the intermediate
consumption of the sector, it can be determined
that public administration accounts for more than
10% of GRP of Chelyabinsk and Sverdlovsk re-
gions and more than 20% of Kurgan region.

In conclusion, it should be noted that this
study is a part of long-term research to compile
full-fledged financial balances at the territorial
level, since specification of all financial flows is a
fairly ambitious task.
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