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ON THE IMPROVEMENT OF BUDGET PLANNING
IN THE SUBJECTS OF RUSSIAN FEDERATION 

The article formulates and grounds the recommendations on the improvement of budget plan-
ning in Russian Federation subjects in the context of the ongoing reform of result-based planning.
Long- and medium-term risks of the world, national and regional economies have been taken into
consideration.
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Problem setting. One of the most actual problems at the current stage of finan-
cial sciences’ development is budget planning and the related decision-making issues.
Their underdevelopment at the state level and at the level of separate territories with-
in the state exacerbate economic instability and the related negative trends in all fields
of economic activity. Acknowledging the obvious crisis trends and the uncertainty of
sustainable growth prospects for the future, we must take actions on the adaptation of
approaches applied in budget planning (both state and regional level) to new and con-
stantly changing conditions. It is worth noting here that improvement of the existing
budget planning for public authorities in today’s context might have a significant mul-
tiplier effect as compared to the same budget planning improvements at the level of
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separate managing entities only. This issue is tightly connected with another impor-
tant research task which is grounding the comprehensive list of recommendations
concerning the maintenance of stable functioning of the state and it separate territo-
ries under changing economic conditions. In this context the practical task at the cur-
rent stage of the budget system development is to continue the implementation of the
reforms related to result-based budgeting, and this would directly predetermine the
quality and the width of all further innovations in the field.

Also noteworthy here that for such states as Russian Federation the principal role
belongs to territorial authorities, specifically, in case of Russia – public administra-
tion bodies of the Federation subjects. It is exactly at the level of these subjects that
this research problem is fully manifested, and thus, searching for the ways to solve is
of both practical importance and research interest, mostly due to the applied side of
it for the budget of each Russian region.

Literature review. The current state and development prospects of budget plan-
ning in Russian Federation subjects have been considered in quite a wide range of
research works. First of all, it is important to mention the studies concerning the
organization of budget planning in Russian regions, the most recent changes related
to this process in the latest decade, in particular, the introduction of result-based
budgeting (Ludinova, 2011; Popkov, 2009; Solomko, 2012; Sugarova, 2015). It is also
worth paying attention to the fact that many authors fairly note the specific features
of the methodological approaches to budget planning for various regions. Secondly, a
growing number of publications are dedicated to the key directions in development
and improvement of budget planning within Russian Federation subjects, in particu-
lar, there is a wide range of detailed descriptions of reform implementation concern-
ing result-based planning and the consequent institution of strategic, long-term
budget planning (Borovikova, 2013; Belostotskiy, 2012, 2014; Malinovskaya and
Brovkina, 2014; Starikova, 2014a, 2014b). Almost all the researchers mention the
necessity to continue the initiated transformations as well as the importance of cor-
rect accounting of the impact from various internal and external factors on the con-
tents of budget innovations and on the opportunities for their implementation into
the actual practice of budget planning.

Research objectives are development and grounding of recommendations (solu-
tions) on budget planning improvement for Russian Federation subjects in the con-
text of the ongoing reform of result-based planning, taking into account long- and
medium-term risks within global, national and regional economies.

Key research results. Formation of the stable budget under external and internal
influences within Russian Federation subjects has to be based upon objective features,
clear systematization and ranking, and also on multivariate assessment of conse-
quences which can be caused by global, national and/or regional changes. Such
assessment means also multivariate scenario forecasting on situation development in
regions. As an example of scenario forecasting, which traditionally means no less than
three scenarios, here we present the forecasting of socioeconomic development of the
Sverdlovsk oblast which is one of the most developed industrial regions in Russia. The
forecasting is performed for the period till 2020. The alternative scenarios might be
the following:

- stabilizing inertial;
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- industrial modernizational;
- innovative optimistic (On the Strategy of socioeconomic development…,

27.08.2008, # 873).
Consequently, budget planning development in the region has to be based upon

alternative estimations of the consequences from the implementation of each sce-
nario for incomes and expenditures of the regional budget. Special attention here
should be paid to the fact that both at the stage of planning the annual budget indica-
tors and also in the process of long-term budgets development it is important to fore-
cast the worst case scenario of events with their potential negative consequences for
budget incomes of the RF subject.

1. The Strategy for socioeconomic development of the Sverdlovsk region till
2020 (27.08.2008, # 873) chooses as the worst case scenario of the situation develop-
ment in the region the stabilizing inertial scenario which includes the stabilization of
economic situation and catching-up technological development within favourable
global economic environment. However, at the today’s stage it is vitally important to
evaluate critically the potential trends of economic development since the actual
development of any situation, in particular, at the current global markets, might be
significantly worse even as compared to the worst case scenario chosen by the region.
Solving this task in the medium term refers to increasing the quality of socioeconom-
ic forecasts at the level of separate Russian regions under the increased quantity of
scenario options considered in regional forecasts. Such work is today being carried
out in nearly all Russian Federation subjects and in Sverdlovsk oblast in particular.
Starting with 2016 the socioeconomic development forecasts are prepared in three
variants for each planned year. For example, for the year 2016 the minimum volume
of gross domestic product for this region was planned as being 1939.8 bln RUB, while
the maximum is planned as 2019.2 bln RUB (thus, the average variant has this indi-
cator as 1984.3 bln RUB). The incomes of income-generating organizations and
companies under the pessimistic variant would be equal to 349.9 bln RUB, and under
the optimistic scenario they would be 365.1 bln RUB, the average – 355.3 bln RUB
(On the approval of the forecast…, 7.10.2015, # 906-PP). In a similar way these three
variants have the forecasted values for all most important indicators of the region’s
development. Consequently, budget planning determines the selection opportunities
between three variants of the forecast, and thus, more exact forecasting result can be
achieved.

Increasing further the quantity of variants of the developed forecasts on socioe-
conomic development of RF subject as compared to the current practice (meaning,
developing more than 3 variants) would enable more precise assessment of the influ-
ence on the budget from different variants of economic situation development, espe-
cially under the conditions of negative economic trends.

Estimating the minimum volumes of budget incomes for RF subjects for a cer-
tain period under the worst case scenario it would be necessary to reach constructive
interaction and good level of communication with the absolute possible majority of
subjects which are the suppliers of the related information. If economy of a certain
region is historically based on several key enterprises, it is of principle importance that
they are obliged and motivated to provide objective, trustworthy information on their
financial indicators. In this situation it is quite obvious that there would be a mis-
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match of interests since large business in many cases is not interested to inform pub-
lic authorities about their true performance indicators and further development plans.

However, without such information on the activities and status of the top prior-
ity taxpayers any budget planning would not grounded enough. For example, in the
Sverdlovsk oblast (region) 25% of the total tax incomes coming into regional budget
are formed by 20 leading enterprises, among which: metallurgy enterprises ("Evraz-
NTMK", "VSMPO-AVISMA", "UGMK-holding", "Uralelectromed") and also
enterprises producing pipes ("Pervouralskiy novotrubnyi" plant and "Severskiy" pipe
plant) (On the approval…, 7.10.2015, # 906-PP). Metallurgy of the region under
study is currently experiencing significant losses due to instability of the economic si-
tuation overall, therefore, it is getting more and more important to assess possible fur-
ther dynamics of enterprises’ development and their influence on future incomes in
regional budget. Sverdlovsk regional authorities are trying to set an open dialogue will
all related enterprises at the stage of budget planning already, in order to get informa-
tion on all potential changes in their performance in the medium and long-term per-
spectives.

Besides that, development of budget planning in regions must be based on coor-
dination of financial interests of the representatives of large business which are often
the key participants in all development projects of the regional level (and this coordi-
nation of interests of all related parties would be of special importance in a situation
of scarce budget resources). In the Sverdlovsk oblast a good example of such a pro-
ject is the construction of an express tram line which is planned to connect the
regional capital, Ekaterinburg, with the closest municipality – Verkhnyaya Pyshma.
The key investor in this project is one of the largest taxpayers of the region –
"UGMK-Holding". This company has taken the obligation to cover a very significant
part of project spending (in total, around 1 bln RUB). And this, obviously, would sig-
nificantly ease the spending load on the regional budget.

However, at the same time we need to estimate also the losses which would arise
further as a result of tax preferences to the enterprises which are the key participants
of such projects (in most of such cases the related spending on the side of these enter-
prises is considered on account of future tax payments).

Further improvement of budget planning in Russian Federation would not be
possible without prior solving of certain problems related to relations and communi-
cation between regional authorities and public powers of the federal level. This is
directly related to budget transfers which each year form a significant share of income
in the budget of any subject of Russian Federation.

The key precondition for quality and trustworthy budget planning on the region-
al level is the availability of trustworthy and timely information concerning the vol-
umes of budget transfers from the federal budget. The most active phase in budget
planning for all RF subjects is always the 3rd quarter of a year, however, by that time
it is very often so that federal bodies are not yet ready to provide necessary data con-
cerning future budget transfers. For example, in 2015 all calculations on budget trans-
fers distribution between Russian regions were posted on the official site of the
Ministry of Finance of Russian Federation only on October, 16th
(minfin.midural.ru). Therefore, the process of budget planning on the regional and
local levels of the budget system (considering that new budget has to be introduced on
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January, 1st already) had to be implemented under extremely tight deadlines.
Moreover, there was still some uncertainty concerning the final volumes of transfers,
thus requiring maximum mobilization of efforts from all RF subjects.

Further improvement of budget planning in RF subjects under the conditions of
economic instability would need a very realistic, pragmatic approach to large projects’
inclusion to the expenditure side of a regional budget. Considering short- and mid-
term uncertainty of budget incomes, expenditures planning only for the first year of a
project (disregarding the related risks) may lead to a situation of means’ deficit, and
thus, the project would not be finished, while the initially invested means would sim-
ply become inefficiently spent items.

In the region under study – Sverdlovsk oblast – there is quite reasonable mid-
term planning of expenditures on implementation of the most important projects in
various sectors, and this is reflected in the public programmes on actions of capital
nature. Applications for construction works in such sectors as education, culture,
healthcare, sports, public roads have a thorough expert assessment for the purposes of
grounding their financing. Unfortunately, the ongoing economic crisis lead to the
decision to turn back from medium-term planning to annual one. However, still when
assessing the medium-term project which have planned financing for several years,
there is a separate assessment of potential future possibilities to cover this project
financially during the whole period of its realization.

Yet, when the project volumes allow, it is preferable it is planned for 1 or 2 years,
since this would enable more thorough and well grounded calculations of both
finances and the related risks. For example, in Sverdlovsk oblast for the years
2015–2016 the regional budget has the following expenditures items planned (and it
is mentioned that these projects will be finished in 2016): construction of a sport cen-
ter (178.4 mln RUB), construction of a kindergarten (129.5 mln RUB)
(minfin.midural.ru).

Choosing such a realistic and pragmatic approach in consideration of financing
opportunities for large regional projects today logically leads to certain problems with
planning and financing of actions and measures related to state preparation to the
2018 World Cup, namely, for preliminaries. In the process of budget planning for
2015 and 2016 the expenditures part of the oblast budget did not contain necessary
financing volumes for the related events, mostly due to the uncertainty regarding the
volumes of funds which would be transferred to regions from the federal budget in the
upcoming two years. Consequently, on the one hand, assessing the current situation
from the solely planning grounds – the current logic is quite right, but on the other
hand, from the viewpoint of any sort of long-term preparatory measures and actions
– the financial situation remains extremely complicated.

Development of budget planning in Russian Federation subjects includes setting
the efficient financial relation with local self-government bodies. For municipalities
it is of primary importance for the spending part of the regional budget to include
transfer funds which is vital for municipalities’ development. Acknowledging the
complexity of current economic situation, on the level of RF subject it is important
to have a realistic plan concerning transfers’ volumes as well as to control these trans-
fers’ actual provision according to the approved budget.
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Uncertainty inbetween transfers planned in a regional budget and transfers actu-
ally provided aggravate the negative trends in economic development of municipali-
ties and regions. For example, the capital of the region, Ekaterinburg, is suffering
from the ongoing uncertainty and delay in decision regarding regional authorities’
participation (or non-participation) in the project of bridge reconstruction.
Makarovskiy bridge across the Iset’ river is of vital importance for the urban territory
in question because it is one of the most important transport artery in the city
(http://ekb.dk.ru/wiki/makarovskiy-most). The overall costs of this project are
2.5 bln RUB, and the municipality alone is hardly able to solve this problem. And
that’s why it is very important for budget planning to guarantee clarity in decision-
making regarding this particular project and other projects of equal size and impor-
tance.

Current economic challenges, both global and regional ones, create the situation
when economic forecasting and planning have to be multivariate, concerning both
incomes and expenditures. And this multivariate feature has to be carefully consid-
ered in long-term budget planning. Currently Sverdlovsk oblast authorities are
preparing the budget forecast for the next 12 years (Government Decree…,
19.08.2015, # 741-PP), and this forecast is being prepared within the long-term strat-
egy of socioeconomic development of the region (Kuivashev, 2016). It is of vital
importance to take into account, while developing this long-term budget forecast, the
maximum multivariance, so that in the future there will be a possibility to select the
most probable variant of budget sector development.

Specifics of the budget process reforms on the regional level under economic insta-
bility. The starting point in any recommendation concerning budget planning
improvement for region considering the current economic instability is the analysis of
already achieved results of the budget process reform which form the common
ground for all subjects working on this reform. We should also remember that further
corrections are possible, like reversing back from medium-term budget planning to
annual budget planning, as it happened in 2016; however, it is important to fully
understand here that the key vector of changes should not be essentially changes,
otherwise, a contradiction will arise between previously approved decisions, current
situation and further development prospects. Objective problems of the current peri-
od should also be fairly acknowledged and taken into consideration since practical
implementation of the budget planning reform might be influenced by them.

In particular, programme budget planning in RF subjects should have the option
of indicators’ adjustments in the already approved programs of regional development.
This is needed because of the possibility of a situation when current lack of financial
resources would make it impossible to reach the planned indicators.

As an example here let us consider the state programme of Sverdlovsk oblast
"Healthcare development till 2020". According to this programme, the overall financ-
ing of which for the years 2014–2020 is planned to be 287.3 bln RUB, the average life
expectancy is supposed to grow annually by 0.5–0.8 year (from 71.3 in 2014, then
72 years in 2015, 72.5 in 2016, 73.2 in 2017, 73.8 in 2018, 74.3 in 2019. In 2020 this
indicators is supposed to be 75 years) (On the approval of the state programme…,
21.10.2013, # 1267-PP). Obviously, this is a highly ambitious and serious task, the
achievement of which needs the related financial planning to be strictly followed, and
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this would be hard to guarantee due to potential further complications in regional
economy.

However, at this stage we cannot assert that planned expenditures on this would
be sufficient to provide the necessary growth in life expectancy, since the current real
situation in the region already differs, and significantly, from the planned indicators
under this programme. For example, to compare, according to the Federal Statistics
Service data, in 2014 the average life expectance in Sverdlovsk oblast was only 69.76
years (gks.ru).

Therefore, as noted above, adjustments in planned indicators would be indeed
necessary taking into account the real capacity of regional budget and the overall cur-
rent state of affairs.

Overall, we can state that capacities of a regional budget within Russian
Federation, as a financial programme document and as a financial instrument of
influence on the regional socioeconomic situation, depends greatly on the smartness
of approaches to the use of already achieved results from budget innovations of the
previous period.

Conclusions:
1. Improvement of budget planning in Russian Federation subjects in the con-

text of more general reform on budget planning has to take into account the risks of
global, national and regional economies and in their context it has to set as the key
task the objective assessment of the minimum volumes of potential incomes in the
future period considering the worst case scenario.

2. Actions and measures which would strengthen the feasibility of planning in
RF subjects include the following: increasing the quality of interaction between pub-
lic authorities and the leading business subjects, the tax contributions of which form
a vital share of regional incomes.

3. It becomes necessary to increase the quality of preliminary evaluation for the
most costly large projects in order to minimize both the budget load and the related
risks.

4. The already achieved results from the budget reform in Russia should be used
further in budget planning but keeping in mind that implementation of certain bud-
get innovations might be postponed for some time due to a range of various finance
related reasons. At this, it seems feasible to have several options for further budget
planning on the regional level and to have an opportunity to adjust the indicators and
also the timing framework of further changes within the reform in question.
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