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METHODOLOGICAL PECULIARITIES OF ASSESSING
THE STATE OF REGIONAL BUDGETS

Increasing the budgetary potential is an important factor for the socio-economic development of a region.
The budget capacity of region affects capabilities of providing budget-funded services to the public, which
underscores the relevance of the topic selected for this study. The object of this study is the methodology used
for assessing the state of regional budgets. The goal of the study is to develop the methodology for assessing
the state of regional budgets. The subject-matter of the study are socio-economic relations arising with
regard to the region’s budget capacity usage. The hypothesis of the research is that the regional budget’s
situation reflects the use of the budget capacity of a territory in the current conditions. We consider the
various definitions of “budgetary potential” category. The authors propose their own interpretation of the
budgetary potential as a set of financial resources of a territory, which, under the optimal conditions, can be
used for the realization of budget functions to achieve strategic and tactical targets for the development of a
region. The authors elaborated the methodology that allows to assess the state of regional budget based on
indicative analysis followed by determination of the level of territory’s budget capacity usage. We selected a
number of indicators and then divided them into five groups to assess specific area that affects the state of
regional budget. The threshold limits of each indicator were assessed on the basis of regulatory or average
Russian figures. The calculations for each group of indicators have allowed to define the budgetary situation
of regions. On the basis of these cluster evaluations, we propose to classify territories by the degree of using
the budgetary potential. This methodology was used to analyze the state of budgets in the Ural Federal
District. The resulting integral estimates provided the basis to assign ranks to all territories and determine
the level of the budgetary potential. This allowed to conclude that Chelyabinsk and Sverdlovsk Regions have
the most favorable state of budget and, as a result, a high level of budget capacity usage. The results of the
study can be used by public authorities to elaborate and implement socio-economic development programs
in the territorial subjects of the Russian Federation, and to implement activities aimed at determining the
state of budget and providing diagnostics of the quality of regional public finance management.

Keywords: budgetary potential, socio-economic development, public finance, deficit, budget indicators, financial
resources, debt burden, state of budget, ranking, balanced state, gross regional product, tax and non-tax revenues

Introduction

The problem of regional budget capacity usage is becoming increasingly relevant amid the
deterioration of the economic situationin Russia, growingrisks of unstable socio-economic development
and, as a result, stronger negative effects on regional budgets. The economic and financial position of
some Russian regions is at a low level, which does not allow the authorities to exercise their powers and
ensure a normal standard of living for the population.

The ability of the region to independently finance its expenditure obligations largely affects
the level of its economic development. The budget system of the region is an important element of
financial system characterized by a specific set of parameters that have different formation sources
and expenditure areas. The budget capabilities of the subject of the Russian Federation determine the
level of budget-funded services to the population, quality of implementing regional socio-economic
programs, and general welfare of the population in the territory [1]. The elaboration and effectiveness
of implementing the programs of socio-economic development of the region directly depend on the
state of budget, because financial resources, the main characteristics of which are the amount and
term of provision [2], are used by the authorities to create and maintain the financial base for such
important areas as education, health care, and social security of the population.

The assessment of the state of the budget for different periods will allow to get timely information
and develop measures to improve the level of budget capacity of the region. The obtained results will
allow to determine reserves for raising funds to the budget.

Translation



Theory

Depending on the area of vital activities, we can identify different types of capacity, such as
economic, production, innovation, financial, natural resource, socio-demographic, investment, labor,
scientific, infrastructure capacity, etc.

The explanatory dictionary of S.I. Ozhegov defines the concept of “capacity” as “an aggregate of
any means and capabilities”'.

The economy is the most extensive area of vital activities, V.V. Mishchenko views the concept
of “economic capacity of region” as the aggregate of four components, including natural resource
capacity, population and labor resources, production capacity [3].

E.N. Zakharova and E.P. Avramenko defined the regional economic capacity through the achieved
level of regional development and opportunities for its further growth [4].

Since any economic growth is possible only with the necessary financial resources, S.P. Sazonov,
Yu. V. Gaponenko, and K.D. Weissbein argued that the financial capacity of region is an effective
component of its economic capacity, which the authors understand as the pooling of financial resources
necessary to ensure the reproduction and quality of life in the region [5].

Zh. G. Golodova considers the financial capacity of region as “the capability of the financial system
of region to ensure long-term growth and development through combination of available resources, as
well as conditions created by the state (first of all, this includes the mechanism of financial and banking
system regulation), enterprises and organizations, the population of region to generate, distribute, and
redistribute these resources in order to achieve specific financial results, ensure expanded reproduction
and social development” [6].

The budget capacity acts as a component of financial capacity of the territory. The economic
literature provides many different interpretations for the concept of “budget capacity”. For example,
according to T.N. Zubkova, the budget capacity is “objective economically justified capability to
accumulate money in a centralized fund of financial resources (state budget) for corresponding
financial year” [7].

B.K. Zlobin and E.O. Belous define the budget capacity as a capability to estimate the inflow of
money to a centralized monetary fund of a certain level [8].

The scientists also consider the budget capacity as available or raised resources, reserves, and
sources of budgetary activities to achieve the established budget-funded goals [9].

The paper of O.S. Kirillova examined the budget capacity not only as an aggregate of financial
resources concentrated in the budget, but also as the ability of the regional economy to generate
revenue in the implementation of budgetary functions [10].

The budget capacity is also interpreted as an acceptable amount of expenditure obligations
depending on the revenue [11].

In international literature, the concept of “budget capacity” is quite rare, as most of the studies
relate to financial or tax capacity of the territory. The issues of financial and budgetary capacity were
examined in the works of such international scientists as R.L. Zhebchuk [12], G. Reshina, A. Vocish [13],
M.-O. Pintea, S.A. Achim, V. Lacatus [14], I. Bostan [15], L. Ciurlau [16], P. Halmai, V. Vasary [17].

The budget capacity is an aggregate of financial resources of the territory which, under optimal
conditions, can be used to implement the budgetary functions aimed at achieving strategic and tactical
goals of the region.

The level of budget capacity of region may be influenced by a great number of factors that can be
grouped by different classification criteria, including objective and subjective, external and internal,
quantitative and qualitative, etc. In our view, the main factors are the quality of budget policy pursued
by the regional authorities, level of investment and business activity in the region, sectoral orientation
of the region, implementation of inter-budgetary relations, and existing regulatory framework.

The concept of “budget capacity” can be also revealed through some functions of the budget
(Table 1).

The analysis of the state of the budget allows to identify the factors that negatively affect the
budget sphere, as well as to determine the opportunities for further socio-economic development of
the region. In this study, the state of the regional budget is considered as an opportunity to use the
budget capacity of the territory in the existing environment.

! Tolkovyy slovar russkogo yazyka Ozhegova [Explanatory Dictionary of Russian Language by Professor S. Ozhegov]. Retrieved from:
http://slovarozhegova.ru/about.php (date of access: October 11, 2017).
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Table 1
Functions of budget capacity and their manifestations

Function Manifestation
Distribution and redistribution It is manifested in the process of distribution and redistribution of GRP
Regulatory and stimulating Budget revenues are a tool for regulating and stimulating the economy
Control Control of deviations in the flow of financial resources
Social It is manifested in the support to the least protected segments of population
Meeting the needs of society Capability to finance public goods and services
Methods

The budget components have been analyzed by various methods, the most common of which are
the coefficient, indicative, trend methods, etc. [18, 19].

The authors proposed a methodology that allows to assess the state of regional budgets based on
indicative analysis.

The system of assessment indicators used in this methodology includes the following groups [20]:

1) Indicators assessing the balanced nature, stability, financial independence of regional budget.

2) Indicators assessing the quality of planning and implementing the regional budget.

3) Indicators assessing the state of debt obligations of the regional budget.

4) Indicators assessing the orientation of the regional budget.

5)Indicators assessing the impact of budget indicators on key economic indicators.

Group 1 includes the balanced nature of regional budget, the share of budget deficit in the regional
revenues, and financial autonomy ratio. The assessment shows whether the region can cope with
financial problems on its own. Budget deficit indicates the lack of balanced nature and, therefore,
instability. The threat of unbalanced budget can lead to delays in funding.

Group 2 includes the rate of implementation of regional budget in terms of planned revenues,
excluding non-repayable receipts, and the share of budget expenditures implemented under target-
oriented programs in the total regional budget expenditures.

Inaccurate forecast of budget revenues and poorly planned expenditures under the programs will
have a strong impact on the state of regional budget. A significant variance of actual data from the
planned indicators will not allow to fully use the budget capacity of region.

Group 3 is assessed through the ratio of the public debt accumulated by the subject of the Russian
Federation to its total revenues and the debt burden on regional budget.

Since many regions experience budget deficits, it is necessary to resort to borrowings which lead
to the emergence of public debt. Therefore, monitoring and management of public debt accumulated
by the subject of the Russian Federation is an urgent problem for many regions. Regional debt policy
plays an important role in ensuring socio-economic development, as it allows to quickly address the
problems with debt repayment and restructuring. Effective debt management should be based on a
reasonable assessment and consideration of own liabilities [21].

The social orientation of regional budgets is confirmed by the structure and dynamics of the
expenditure obligations. The priority of social policy is to support the least protected segments of
population. Positive trends in the socio-economic indicators of the region are associated with the
effective use of funds spent on the social sphere. Therefore, to assess the state of Group 4, we used such
indicator as the “share of social items in the regional budget expenditures”.

For assessment of Group 5, we selected such indicators, as the “share of main taxes in GRP” and
“sufficiency rate of budgetary funds for population”.

Socio-economic development of the region can be assessed through various macroeconomic
parameters. According to many scientists, the main aggregating parameter describing the regional
development is the gross regional product, which represents the results of production activities in
the region. GRP reflects the development level and results of activities by all business entities in the
territory. It also reflects the economic capacity of region. The level of budget allocations per resident
of the territory shows the capability of fulfilling obligations towards the population.

The method of expert assessments allowed to select the estimates with their subsequent breakdown
into groups that evaluate a specific area that affects the state of regional budget.
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Fig. 1. Budget balance ratio in UFD regions in 2013-2016

For all indicators used in the assessment, we determined the threshold limits based on the
regulatory or average Russian figures. Since all indicators have different units of measurement, our
next step was to bring them to a comparable form, that is, to implement their normalization.

Depending on the ratio of the normalized assessment and threshold limits of selected indicator,
we determined one of the following states of regional budget: normal, favorable, stable, satisfactory,
unsatisfactory, crisis, depressive.

The next stage involves assessing the state of budget for each group of indicators by using the
method of weighted normalized assessment, where a score estimate is established for each state of
budget [22]. Unlike the qualitative assessment, the quantitative assessment obtained by this method
will help to determine more accurately the state of regional budget.

At the final stage, each region is assigned a rank that ranges from 1 to 6 depending on the values
obtained for each indicative group, which allows to build the rankings based on the level of budget
capacity usage in the territory.

The average value of ranks based on the assessment of the state of regional budgets allows to
provide the following classification describing the level of budget capacity usage in the territory:

— High (if the average rank for all groups ranges from 1 to 3.2);

— Medium (if the average rank for all groups ranges from 3.3 to 5.5);

— Low (if the average rank for all groups ranges from 5.6 to 6).

As sources of statistical information for this study, we used reports on the implementation of
consolidated budgets in the subjects of the Russian Federation, data of the Russian Ministry of
Finance and Federal Treasury, and annual statistical compilations “Regions of Russia: Socio-Economic
Indicators”.

Obtained Results

The analysis and calculations under the proposed methodology were conducted by using the case
of the regions included in the Ural Federal District (UFD). The stability of the budget depends primarily
on its balanced nature. The budget policy pursued by the regional authorities considers the principle
of balanced budget as one of the main factors, since this provides the basis for the normal functioning
of territory [23].

The balance ratio of regional budget represents the ratio of budget revenues to budget expenditures
and shows to what extent the revenues cover the expenditure obligations. The closer is the resulting
value to 1, the more balanced is the regional budget. Figure 1 shows the value of budget balance ratio
in UFD for 2013-2016.

The balanced nature of budgets in UFD regions deteriorated significantly in 2013, as the growth of
budget revenues was much lower than the growth of expenditures. This period was also marked by the
reduction of proceeds from income tax and amount of inter-budget transfers, and by the increase of
expenditures on education. This led to a sharp increase of the budget deficit. Tyumen Region was the
territory with the highest budget deficit in 2013, its share in the revenues increased by 29 % compared
to 2012. This factor was the reason for the crisis state of the budget in 2013.
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Table 2
Results of assessing the balanced nature, stability, and financial autonomy of budgets in UFD regions in 2012-
2016

Results of assessing the state of budgets in UFD regions
.| Yamalo-
Year Kurgan Sverdlovsk Tyumen Khanty-Mansi Nenets Chelyabinsk
UFD : . . Autonomous .
Region Region Region Autonomous Region
Area
Area
2012 0.247 0.793 0.12 0.217 0.141 0.754 0.26
P-C1 P-C3 P-C1 P-C1 P-C1 P-C3 P-C1
5013 0.676 0.881 0.535 1.528 0.734 0.697 0.502
P-C3 P-C3 pP-C2 C2 P-C3 P-C3 P-C2
2014 0.193 1.032 0.502 0.02 0.024 0.221 0.436
P-C1 C1 P-C2 P-C1 P-C1 P-C1 P-C2
2015 0.168 1.158 0.42 0.049 0.063 0.015 0.392
P-C1 C1 P-C2 P-C1 P-C1 P-C1 P-C2
2016 0.145 0.913 0.233 0.063 0.151 0.01 0.391
P-C1 P-C3 P-C1 P-C1 P-C1 P-C1 P-C2

Note: 1) N— normal, P-C1 — favorable, P-C2 — stable, P-C3 — satisfactory, C1 — unsatisfactory, C2 — crisis, C3 — depressive. 2) The
closer the value is to 0, the more favorable is the state.

In Khanty-Mansi Autonomous Area, after the crisis which began in 2014, we observed a decrease
in the budget balance ratio, which was associated with a reduction of revenues in the regional budget.
In Sverdlovsk and Chelyabinsk Regions, the analyzed period was marked by a trend, in which the ratio
was approaching its recommended value.

The worst budget balance ratio was observed in Kurgan Region. The revenues are not sufficient
to cover expenditure obligations, which leads to lower budget balance ratio and higher budget deficit.

Table 2 provides the assessments and state of budget in terms of its balanced nature, stability, and
financial autonomy.

The assessment revealed that the budget of Kurgan Region depends on the most on financial
assistance. The calculations showed that about half of this regional budget is provided by non-repayable
receipts. The budgets of the Khanty-Mansi Autonomous Area and Yamalo-Nenets Autonomous Area
are virtually not dependent on financial assistance since a significant part of their budget revenues
comes from the tax on profits of oil and gas producing companies.

The planning and implementation stages are important components of the budget process. Errors
in the determination of planned indicators affect the quality of implementation in the future budget
period. Therefore, the effectiveness and quality of these stages are very important (Table 3).

The assessment of budget implementation in terms of revenues in 2016 showed that the threshold
limit (15 %) was exceeded in almost all regions, which is due to the difficult economic situation in
Russia. Throughout the analyzed period, Sverdlovsk Region and Khanty-Mansi Autonomous Area
demonstrated a normal and favorable state of planning tax and non-tax revenues.

The state of budget implementation in the analyzed territories was assessed as negative until
2014. But, in the later period, we observed a trend towards increasing the share of program-related
expenditures across UFD. These results can be attributed to the period of transition to the program-
based budget. Today, 193 state programs are being implemented in the Ural Federal District. The leader
in terms of numbers is Kurgan Region (46 state programs), the lowest number of programs is in Khanty-
Mansi Autonomous Area (25 state programs).

The debt policy is aimed at ensuring the balanced nature and stability of regional budgets. In order
to keep the public debt at an economically safe level, it is necessary to comply with the requirements
for its amount and maintenance costs established by the budget legislation [24].

Let us consider the change in the level of debt burden on the budgets of UFD regions in 2014-2016
(Fig. 2).

Figure 2 shows that the most critical situation was in Kurgan Region as a result of its increasing
public debt. The lowest level of debt burden in the analyzed period was observed in Tyumen Region
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Table 3
Quality of budget planning and implementation in UFD regions in 2012-2016

Year | upp | Kursan | Sverdlovsk Tyumen Ifiﬁﬂfﬁﬁﬁ? YZthﬁoﬁfff: ) Chelyabinsk
Region Region Region Area Area Region
2012 1.399 1.466 2.188 1.577 2.089 2.188 0.019
Cl1 C2 C3 C2 C3 C3 P-C1
2013 0.103 0.064 0. 0. 0. 2.188 0.
P-C1 P-C1 N N N C3 N
0.103 0.47 0. 0.192 0.125 1.145 1.05
2014 P-C1 P-C2 N P-C1 P-C1 Cl Cl
2015 0.009 1.357 0. 0.383 0.174 0. 0.282
P-C1 Cl N P-C2 P-C1 N P-C1
2016 0. 0.001 0. 0.185 0. 0.288 0.156
N P-C1 N P-C1 N P-C1 P-C1

Note: N —normal, P-C1 — favorable, P-C2 — stable, P-C3 — satisfactory, C1 — unsatisfactory, C2 — crisis, C3 — depressive.
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Fig. 2. Level of debt burden on the budgets of UFD regions in 2014-2016

and Khanty-Mansi Autonomous Area, because these territories have fairly high amounts of their own
revenues.

Table 4 presents the results of assessing the state of debt obligations in the budget of UFD regions.

The state of debt obligations of UFD regions (except for Kurgan Region) is assessed as normal
or favorable. The public debt of Kurgan Region increased in the analyzed period. This increase was
due to the fact that, amid the slowing economic development, the growth of revenues in the regional
budget was below the necessary level while the social expenditures increased.? In Sverdlovsk Region,
the increase in government borrowing was associated with lower revenues amid unstable economic
environment and higher cost of servicing the borrowed funds.?

Social policy holds a central place in the structure of budget expenditures. The difficult economic
situation makes it more complicated for Russia to implement its adopted policy of establishing an
innovative economy and improving the quality of human capital. The analysis of budget expenditure
in this environment allows to draw conclusions about the effectiveness of implemented social policy
in the region with different budgetary sufficiency [25]. Proper allocation of budget funds to social areas
makes a significant impact on the quality of life and wellbeing of the population and allows to reduce

2 On approval of the debt policy of Kurgan Region for 2016 and the planning period of 2017 and 2018. The Order of the Government
of Kurgan Region No. 9-r of January 19, 2016. Retrieved from Garant, a reference and legal information system: http://base.garant.
ru/48362280/#ixzz54uDIK4O0p (date of access: December 4, 2017).

> On approval of the debt policy of Sverdlovsk Region for 2016 and the planning period of 2017 and 2018. The Decree of the
Government of Sverdlovsk Region No. 200-PP, of March 26, 2015. Retrieved from Garant, a reference and legal information system: http://
base.garant.ru/20960060/ (date of access: December 4, 2017)
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Table 4
Results of assessing the state of debt obligations in the budget of UFD regions in 2012-2016

Results of assessing the state of debt obligations in the budget of UFD regions, by region
Year Kurgan Sverdlovsk | Tyumen Khanty-Mansi | Yamalo-Nenets Chelyabinsk
UFD Region Region Region Autonomous Autonomous Region
Area Area
2012 0. 0. 0.017 0. 0. 0. 0.167
N N P-C1 N N N P-C1
5013 0.137 0.249 0.167 0. 0. 0.3 0.302
P-C1 P-C1 P-C1 N N P-C1 P-C1
2014 0.208 0.906 0.397 0. 0. 0.364 0.286
P-C1 P-C3 P-C2 N N P-C2 P-C1
2015 0.334 1.99 0.66 0. 0. 0.37 0.39
P-C2 C3 P-C3 N N P-C2 P-C2
2016 0.262 2.01 0.576 0. 0. 0.3 0.133
P-C1 C3 P-C2 N N P-C1 P-C1
Note: N — normal, P-C1 — favorable, P-C2 — stable, P-C3 — satisfactory, C1 — unsatisfactory, C2 — crisis, C3 — depressive.
Table 5
Results of assessing the budget expenditure orientation in UFD regions in 2012-2016
Assessment of budget expenditure orientation in UFD regions
Year Kurgan Sverdlovsk | Tyumen Khanty-Mansi | Yamalo-Nenets Chelyabinsk
UFD Region Region Region Autonomous Autonomous Region
Area Area
2012 0.142 0. 0. 1.059 0.018 0.804 0.
P-C1 N N C1 P-C1 P-C3 N
5013 0.023 0. 0. 0.802 0. 0.707 0.
P-C1 N N P-C3 N P-C3 N
0. 0. 0. 0.799 0. 0.691 0.
2014
N N N P-C3 N P-C3 N
2015 0. 0. 0. 0.657 0.018 0.358 0.
N N N P-C2 P-C1 P-C2 N
0. 0. 0. 0.513 0. 0.52 0.
2016
N N N P-C2 N P-C2 N

Note: N —normal, P-C1 — favorable, P-C2 — stable, P-C3 — satisfactory, C1 — unsatisfactory, C2 — crisis, C3 — depressive.

social injustice. To assess the budget expenditures, we selected the largest social expenditure items
(education, health care, and social policy). The results of assessing budget expenditure orientation in
UFD regions are presented in Table 5.

The obtained data indicate the social orientation of the budgets in UFD regions. Today, the largest
share in the budget expenditure is held by such socially important area as education. This indicates
the implementation of the May 2012 Decrees of the Russian President in terms of raising the salaries
of employees in the area of education.

Next come the expenditures on health care and social policy. Since the population is the main
labor resource, its state of health will determine the preservation and improvement of national labor
capacity. The number of expenditures on health care and the level of medical care significantly affect
the economic growth and socio-economic development of the territory [26].

Throughout the analyzed period, the lowest share of social expenditures among UFD regions was
observed in Tyumen Region. In recent years, the budget resources of the region have been spent mostly
in such areas as education and national economy.

The different level of socio-economic development in the territories is reflected in the actual
amounts of tax receipts to the consolidated budget. The differences in the amounts of receipts are
also reflected in the expenditures of territorial budgets [27, 28]. The revenues of the regional budget
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Table 6
Results of assessing the impact of budget indicators on key economic indicators of UFD in 2012-2016

Kurgan Sverdlovsk | Tyumen Khanty-Mansi | Yamalo-Nenets Chelyabinsk
Year UFD Region Region Region Autonomous Autonomous Region
Area Area
012 0.29 0.657 0.478 0.103 0.78 0. 0.348
P-C1 P-C2 P-C2 P-C1 P-C3 N P-C2
0.376 0.525 0.212 0.58 0.848 0.472 0.125
2013 P-C2 P-C2 P-C1 P-C2 P-C3 P-C2 P-C1
2014 0.181 0.305 0.244 0.474 0.462 0.49 0.125
P-C1 P-C1 P-C1 P-C2 P-C2 P-C2 P-C1
5015 0.149 0.338 0.185 0.687 0.401 0.542 0.
P-C1 P-C2 P-C1 P-C3 P-C2 P-C2 N
0.342 0.351 0.195 0.734 0.708 0.614 0.
2016 P-C2 P-C2 P-C1 P-C3 P-C3 P-C2 N

Note: N— normal, P-C1 — favorable, P-C2 — stable, P-C3 — satisfactory, C1 — unsatisfactory, C2 — crisis, C3 — depressive.

Table 7
Level of budget capacity usage in UFD regions in 2016
. Rank Budget
Region .
Groupl | Group2 | Group3 | Group4 | Group5 | capacitylevel
Kurgan Region 6 6 6 2 3 MBCU
Sverdlovsk Region 4 2 5 3 HBCU
Tyumen Region 2 5 1 5 6 MBCU
Khanty-Mansi Autonomous Area 3 3 2 4 5 MBCU
Yamalo-Nenets Autonomous Area 1 4 4 6 4 MBCU
Chelyabinsk Region 5 1 3 1 1 HBCU

Note: HBCU — high budget capacity usage, MBCU — medium budget capacity usage, LBCU —low budget capacity usage.

are generated mainly by allocations from the federal taxes, such as personal income tax and corporate
income tax; most of receipts from regional taxes come from the property taxes of organizations. The
tax burden can be determined by comparing the three main taxes of the territory with the amount of
such key economic indicator as the Gross Regional Product (GRP). In 2015 and 2016, the highest share
of taxes in GRP was reported in Chelyabinsk Region; the same period was marked by a significant
decline of GRP compared to 2014. A fairly high assessment for Kurgan Region can be explained by its
small GRP.

The assessment of the sufficiency of budgetary funds for the population showed that the highest
results were demonstrated in Khanty-Mansi Autonomous Area and Yamalo-Nenets Autonomous Area.
The amounts of revenues received in these territories, which are associated with mining, are high while
their population is relatively small. Overall, the group assessment indicates that the diagnostics of
UFD demonstrates that the situation there is at a favorable and stable level.

Based on assessments by groups of indicators, we assigned a rank to each territory and determined
the level of its budget capacity usage (Table 7).

No territories with low budget capacity usage were identified among UFD regions.

Figure 3 illustrates the dynamics of budget capacity usage.

The results of calculations revealed a high level of budget capacity usage in Chelyabinsk and
Sverdlovsk Regions. The assessment of the state of budget showed that these regions were better at
planning and implementing their budgets. These regions also had the largest shares of expenditures
on education, health care, and social policy.

Among UFD regions, the lowest budget usage capacity was in Kurgan Region, which is associated
with a major lack of funds and small amounts of tax and non-tax receipts.
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Fig. 3. Change in the level of budget capacity usage in UFD in 2016 compared to 2015

Budget capacity usage in Tyumen Region and autonomous areas is at the medium level. Due to
the difficult economic situation in Russia and higher energy prices, the revenues of autonomous areas
declined in 2015, which had a significant impact on their performance.

The assessment of the state of regional budgets allows to determine the level of region’s budget
capacity usage in the current environment. By monitoring the state of budget, we can identify problem
areas and elaborate measures aimed at improving the level of socio-economic development. Timely
identification of shortcomings and threats in the implementation of the budget process will help to
adopt administrative decisions and allow to find additional reserves aimed at improving the budget
sufficiency as a condition for economic growth and sustainable development of the region [29].

Conclusion

The article examined various definitions of the concept of “budget capacity”. The authors view
the budgetary potential as the aggregate of financial resources of the territory that can be used to
implement budget functions aimed at achieving strategic and tactical goals of the region under the
optimal conditions.

As the state of the regional budget is considered as an opportunity to use the budget capacity of the
territory in the existing environment, the authors proposed a methodology to assess the state of the
regional budget and identify the level of territory’s budget capacity. The method of expert assessments
allowed to select and group the indicative figures to evaluate specific area that affects the state of the
regional budget. For each indicator used in the assessment, the authors proposed the thresholds and
determined the state ranging from normal to depressive one.

The methodology was tested on the budget indicators of the Ural Federal District. Based on the
assessment of the state of budgets, the territories were ranked by their level of budget capacity usage
(high, medium, low).

These assessments revealed that Chelyabinsk and Sverdlovsk Regions have the most favorable state
of the budget and, as a result, a high level of budget capacity usage. These territories demonstrated
high results in planning and implementing the budget, as well as a large share of social expenditures.

The state of budgets in Tyumen Region and autonomous areas was assessed as mainly stable
with the medium level of budget capacity usage. These results can be explained by lower revenues.
The revenues of these regional budgets have been severely affected by the fluctuations of prices for
petroleum products.

Among UFD regions, the lowest assessment of the state of the budget was for Kurgan Region. At
the same time, this territory has a medium budget capacity usage. This situation in the regions can
be explained by a fairly low level of its revenues and large borrowings in order to perform the budget-
funding functions assigned to its authorities.

Acknowledgments

The study was conducted with the financial support from the Russian Science Foundation (Project No. 14-18-00574 “Anti-Crisis
Information Analysis System: Diagnostics of Regions, Threat Assessment, and Scenario Forecasting in Order to Preserve and Enhance
Economic Security and Improve Welfare of Russia” (Anti-Crisis IAS)).

Translation



References

1. Ajvazov, A. A. (2009). Otsenka i napravleniya razvitiya byudzhetnogo potentsiala subekta Rossiyskoy Federatsii [Budgetary potential
of subject of Russian Federation estimate and ways of development]. Audit i finansovyy analiz [Audit and financial analysis], 6, 14-15. (In
Russ.)

2. Andrianova, E. V. & Konovalova, L. V. (2015). Otsenka potentsiala regiona kak osnova formirovaniya programm sotsialno-ekonom-
icheskogo razvitiya v usloviyakh globalizatsii. Na primere Arkhangelskoy oblasti [Evaluation a Region’s Potential of as a Basis for Developing
the Programs of Socio-economic Development under Conditions of Globalization (as Exemplified by the Arkhangelsk Region)]. Rossiyskoye
predprinimatelstvo [Russian Journal of Entrepreneurship], 3(273), 381-388. (In Russ.)

3. Mishchenko, V. V. (2003). Ekonomika regiona [Economy of the Region]. Barnaul: AGU Publ., 168. (In Russ.)

4. Zakharova, E. N. & Avramenko, E. P. (2012). Upravlenie ekonomicheskim potentsialom regiona na osnove forsayta [Management of the
economic potential of a region on the basis of foresight]. Maykop: AGU Publ., 220. (In Russ.)

5. Sazonov, S. P, Gaponenko, Yu.V. & Vaysbeyn, K. D. (2014). Finansovyy potentsial regiona kak sostavlyayushchaya ekonomicheskogo
potentsiala i aspekty, opredelyayushchie ego effektivnost [The financial potential of a region as the component of the economic potential
and aspects determining its effectiveness]. Vestnik VolGU [Science Journal of Volgograd State University], 2, 15-21. (Series 10. Technology
and Innovations). (In Russ.)

6. Golodova, Zh. G. (2010). Finansovyy potentsial regiona. Sushchnost i elementy upravleniya [Financial potential of region: essence
and management elements]. Vestnik RUDN [Bulletin of Russian Peoples’ Friendship University], 4, 13-21. (Series: Economics). (In Russ.)

7. Zubkova, T. N. (2007). Modeli rascheta byudzhetnogo potentsiala [Model of calculation of the budgetary potential]. Nadezhnost i
kachestvo. Tr. mezhdunar. simp. [Reliability and quality. Proceedings of the International Symposium], 2, 175-177. (In Russ.)

8. Zlobin, B. K. & Belous, E. O. (2012). Transformatsiya i otsenka byudzhetnogo potentsiala regionov Rossii [Transformation and esti-
mation of budgetary potential of regions of Russia]. Izvestiya TulGU [Proceedings of TSU], 1-1, 424-436. (In Russ.)

9. Vladyka, M. V., Indutenko, A. N., Sanginova, L. D. & Severina, Yu. N. (2013). Byudzhetnyy potentsial v regionakh Rossii. Tendentsii i
zakonomernosti izmeneniya [ Tendencies and change regularities of budget potential change in Russia regions]. Region. Sistemy, ekonomika,
upravlenie [Region. Systems, economy, management], 2, 12-20. (In Russ.)

10. Kirillova, O. S. (2006). Osobennosti formirovaniya i otsenki byudzhetnogo potentsiala territoriy v kontekste munitsipalnoy reformy
v Rossii [Features of formation and assessment of the budgetary capacity of territories in the context of municipal reform in Russia]. Finansy
i kredit [Finance and credit], 25(229), 32-37. (In Russ.)

11. Zenchenko, S. V. (2008). Byudzhetnyy potentsial regiona i metodicheskie podkhody k ego otsenke [Budgetary potential of region
and methodical approaches to its estimation]. Regionalnyye problemy preobrazovaniya ekonomiki [Regional problems of transforming the
economy], 1, 186-198. (In Russ.)

12. Zhebchuk, R. L. (2013). Budget potential and its place in the process of budget planning. Visnik Odeskogo natsionalnogo universi-
tetu. Ekonomika [Odesa National University Herald. Economics], 3(1), 144-147.

13. Reshina, G. & Vocish, A. (2014). Budgetary potential of local governments in the implementation of regional policy principles in
Latvia. Actual problems of economics, 3(153), 292-298.

14. Pintea, M.-O., Achim, S. A. & Lacatus, V. (2013). Transparency of local budgets in the north-west region of Romania. Annals of the
University of Oradea: Economic Science, 22(1), 931-941.

15. Bostan, I. (2016). Leveraging sustainability as budgetary resources through financial law instruments. Analele Universitdtii
Constantin Brancusi din Targu Jiu: Seria Economie, 1(1), 33-42.

16. Ciurldu, L. (2012). The impact of monetary and fiscal policies on public financial management. Studia Universitatis Vasile Goldis
Arad, Seria Stiinte Economice, 22(1), 14-19.

17. Halmai, P. & Vasary, V. (2010). Quality of public finances and economic growth. Acta Universitatis Lodziensis. Folia Oeconomica,
241, 49-265.

18. Mutanov, G. (2015). Methods and Mathematical Models of Budget Management. Mathematical Methods and Models in Economic
Planning, Management and Budgeting. Springer, Berlin, Heidelberg, 356; 39-71. DOI 10.1007/978-3-662-45142-7_2.

19. Nechayuk, I. B. (2014). Fiscal deficit, ways and methods of its overcoming in Ukraine. Voprosy Upravieniya [Issues of Management],
1, 63-67.

20. Kuklin, A. A. & Chichkanov, V. P. (Eds). “Lukavyye” dannyye i realnaya dinamika sotsialno-ekonomicheskogo razvitiya subektov RF
[“Crafty” data and real dynamics of socio-economic development of the territorial subjects of the Russian Federation]. Ekaterinburg: Institut
ekonomiki UrO RAN Publ,, 364. (In Russ.)

21. Zamyatina, N. V. (2011). Gosudarstvennyy dolg suektov Rossiyskoy Federatsii v kontekste ekonomicheskikh otnosheniy [Public
debt of subjects of the Russian Federation in the context of economic relations]. Finansy i kredit [Finance and credit], 36(468), 30-34. (In
Russ.)

22. Rossel, E. E., Vorobyev, A. P, Kovaleva, G. A., Bespamyatnykh, N. N., Dukhova, N. I, Stepanova, M. V., Tatarkin, A. I., Kuklin,
A. A, Romanova, O. A,, Kalina, A. V., Chenenova, R. I. Myzin, A. L., Bogatyrev, L. L., Bochegov, A. V., Popov, D. V. & Osintsev, D. A.
(2003). Ekonomicheskaya bezopasnost Sverdlovskoy oblasti [Economic security of the Sverdlovsk region]. In: G. A. Kovaleva & A. A. Kuklin
(Eds). Ekaterinburg: Ural un-t Publ., 455. (In Russ.)

23. Gurban, I. A. & Pecherkina, M. S. (2016). Povedenie ekonomicheskoy sistemy territorii. Metodologiya analiza i klassifikatsiya
sostoyaniy ustoychivosti [Behavior of the local economic system: an analysis methodology and classification of sustainability condi-
tions]. Natsionalnyye interesy. Prioritety i bezopasnost [National interests: priorities and security], 1(334), 61-76. (In Russ.)

24. Nikulina, N. L. & Sinenko, A. I. (2013). Diagnostika finansovoy bezopasnosti regiona [Diagnosing the Financial Security of a
Region]. Upravienets [The Manager], 4(44), 54-59. (In Russ.)

25. Leontyeva, A. G. (2017). Differentsiatsiya sotsialnykh raskhodov v rossiyskikh regionakh i mery po ee snizheniyu [Differentiation of
social expenditures in the russian regions and its measures of reduction]. Vestnik Voronezhskogo gosudarstvennogo universiteta inzhenernykh
tekhnologiy [Proceedings of the Voronezh State University of Engineering Technologies], 79(2), 380-389. DOI: 10.20914/2310-1202-2017-2-
380-389. (In Russ.)

Translation



26. Tatarkin, A. I., Krivenko, N. V. & Kuznetsova, N. L. (2015). Dialektika ratsionalnogo upravleniya izmeneniyami v regionalnykh
sotsialnykh sistemakh [Dialectics of Rational Change Management in Regional Social Systems]. Ekonomika regiona [Economy of Region],
2, 125-136. DOI: 10.17059/2015-2-10. (In Russ.)

27. Popova, G. L. (2014). Analiz differentsiatsii postupleniya nalogov i sborov v byudzhet regionov Rossiyskoy Federatsii [Analysis of
differentiation of tax revenues to the regional budgets of the Russian Federation]. Ekonomicheskiy analiz. Teoriya i praktika [Economic
Analysis: Theory and Practice], 33(384), 28-36. (In Russ.)

28. Blondal, J. R., Bergvall, D., Hawkesworth, I. & Deighton-Smith, R. (2008). Budgeting in Australia. OECD journal on budgeting, 8(2),
1-64.

29. Povarova, A. I. & Pechenskaya, M. A. (2010). Teoretiko-metodologicheskie aspekty byudzhetnoy obespechennosti regiona
[Theoretical and methodological aspects of fiscal capacity of the region]. Problemy razvitiya territorii [Problems of Territory’s Development],
5, 41-48. (In Russ.)

Authors

Aleksandr Anatolyevich Kuklin — Doctor of Economics, Professor, Head of the Centre of Economic Security, Institute of Economics
of the Ural Branch of RAS; Leading Research Associate, Ural Federal University; Scopus Author ID: 7003946617; Researcher ID: J-9852-
2013; https://orcid.org/0000-0002-9794-4774 (29, Moskovskaya St., Ekaterinburg, 620014; 51, Lenina Ave., Ekaterinburg, 620083, Russian
Federation; e-mail: alexkuklin49@mail.ru).

Kseniya Sergeevna Naslunga — Research Assistant, Centre of Economic Security, Institute of Economics of the Ural Branch of RAS;
Master’s Degree Student, Ural Federal University, Scopus Author ID: 57191614483 (29, Moskovskaya St., Ekaterinburg, 620014; 19, Mira St.,
Ekaterinburg, 620000, Russian Federation; e-mail: Kseniya_naslunga@mail.ru).

Translation



