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ABSTRACT

Relevance. Intergovernmental budgetary regulation is pivotal for promoting
territorial equalization and bridging socio-economic gaps among regions. It en-
sures equitable access to public goods for all citizens, irrespective of their lo-
cation. The effective distribution of federal financial assistance, guided by the
principles of budget federalism, is essential for maintaining macroeconomic
stability and fostering sustainable socio-economic development on the nation-
al and regional levels.

Research Objective. The study aims to assess the competitive positions of Rus-
sian regions within the distribution system of federal intergovernmental trans-
fers.

Method and Data. To investigate Russia’s system of intergovernmental trans-
fers, the research employs statistical methods, including structural-dynamic,
grouping, and graphical analysis, along with novel analytical tools like the de-
pendence coefficient and income coefficient. The study encompasses data from
2015 to 2022, sourced from the Federal Treasury and Federal State Statistics
Service (Rosstat).

Results. The study analyzes the dynamics of transfers from the federal budget
to regional budgets and shows significant transformations in the transfer struc-
ture, revealing a decrease in non-targeted transfers and an increase in targeted
ones. The study also examines the differences between regions in the distribu-
tion of these transfers. Russian regions were grouped depending on the share of
federal transfers in their total budget income and the average per capita income
in their consolidated budget. The study introduces a novel methodological ap-
proach through the use of newly developed tools — the dependence coeflicient
and income coeflicient - to evaluate regional competitiveness.

Conclusion. Despite an overall increase in federal transfers, persistent regional
disparities intensify competition for financial assistance. These findings can be
of interest to policymakers at federal and regional levels, researchers, and edu-
cators in relevant fields.
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KPOCCTEPPUTOPHUAIBHOTO BEIPABHUBAHUA: OIIBIT U PE3yJIbTAThHI
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AHHOTAIINA

AxryanbHOCTb. [locpencTBOM MeXOIOIKETHOTO pPerylIupoBaHMs peannsy-
eTca TeppuUTOpUaNbHOE BBIpaBHMBAaHME M COKPAIAIOTCA MEXTEepPPUTOPUATIb-
HBIE IUCIIPOIOPILMY COLMATbHO-9KOHOMUYECKOTO PasBUTHsI, 0OecrednBaer-

© Pobedin A. A., 2024

R-ECONOMY J

Online ISSN 2412-0731

KJIFOYEBBIE CJIOBA
PETrVOHBI, MeXOIO>KeTHBIE
TpaHcepThl, cybcupuy,

r-economy.com



http://r-economy.com
mailto:pobedin-aa@ranepa.ru
mailto:pobedin-aa@ranepa.ru

R-ECONOMY, 2024, 10(2), 174-189

doi 10.15826 /recon.2024.10.2.011

175

Cs1 paBHBI JOCTYII IPaX/jaH K OOLIeCTBEHHBIM 0/1araM BHE 3aBYICHMOCTH OT
peruoHa mpoxusanus. JdeKTuBHasA CUCTeMa pacipefe/eHys GMHAHCOBOI
oMoty u3 defgepanbHOro OI0IKeTa, OCHOBAaHHAsI HA IPUHI[MIIAX OIOKETHO-
ro defepanusMa, UMeeT IPYHINIINATbHOE 3HAYEHMe 11 MAaKPOIKOHOMIYe-
CKOJI CTaOMIBHOCTU M YCTOYMBOTO COLMA/TIbHO-9KOHOMUYECKOTO PasBUTHA
KaK CTpaHBI B IIe/IOM, TaK U OT/eTbHBIX TEPPUTOPUIL.

Llenbio MccIefOBaHNUA ABIACTCS OLlEHKa KOHKYPEHTHBIX IIO3ULINII CyOBEKTOB
P® mpu pacnipenenenns denepanbHbIX MeXXOIOPKETHBIX TPaHC(EepPTOB.
Tannble u Meroabl. OCHOBY MCC/IEOBAaHMUS COCTABIIAT METONbI CTATUCTU-
YeCKOTro aHa/IN3a, B TOM 4MC/Ie, CTPYKTYPHO-IVHAMUYECKIIT aHa/IN3, TPYIIIN-
PpoBKa, rpadmdeckuit aHanus. Takke MCIIOMb30BaHbI Pa3pabOTaHHbIE aBTOPOM
aHA/IMTUYECKUe MHCTPYMEHTHI - KO3(OUIVEHT 3aBUCUMOCTH U K03 duIm-
€HT JJ0XOJ0B, OIIPEENAIE HOBM3HY MCIIONb3yeMOI METOAUKN. BpeMeHnHOM
nepuop oueHku: 2015 — 2022 rogpl. VIHpopMaLMOHHYIO 06a3y MCCIeHOBaHUS
CoCTaBWIM OUIVIaTbHbIE JaHHbIC OPraHOB FOCYapCTBEHHOI BiacTy Poccym:
QepnepanbHOro KazHaueyictsa u Poccrara.

PesynpraTrpl. ABTOpPOM peanu3oBaH CTPYKTYPHO-IMHAMMYECKMII aHaIu3
TpaHcdopManuy MeXO0KeTHBIX TpaHCepTOB 113 defiepanbHOro OI0KeTa
B KOHCO/UMPOBAaHHbIE OIO/KEThI CyObeKkTOB PO Kak B IIe/IOM 110 CTpaHe, TaK
U B paspese QefepabHBIX OKPYIOB, OCYIECTBIEHA OLIEHKAa MEeXpeTOHa/Ib-
Holt juddeperunanny B chepe MeXOIOIKETHOTO pacipeneneHus. B xone uc-
CIeflOBaHNA BbIABJIEHA 3HAYUTE/IbHASA TpaHCHOPMaLMA CTPYKTYPDI MeXOIOf -
JKETHBIX TPaHC(EPTOB, CO CHIDKEHNEM [JO/IU HellelleBbIX TPaHCepTOB U po-
cTOM IienieBbIX. IIpoBefieHa rpynnupoBka cy6bextoB PO o xpurepusam: momns
denepanpHBIX TpaHCEPTOB B KOHCOMMAVPOBAHHBIX I0XOfIaX OIOfKeTa, BE/u-
YMHA CPeJHeYLIeBbIX JOXO/I0B KOHCONMMAMPOBaHHOrO 610/KeTa. HoBM3HA M-
HOJIb3YeMOJ1 METOZIVIKY 3aK/II04AETCs B MCIIO/Ib30BAHUM Pa3pabOTaHHBIX aBTO-
POM aHaIUTUYECKMX MHCTPYMEHTOB - KO3 UIMEeHTa 3aBUCUMOCTI U KO3d-
¢dureHTa JOXOL0B.

BeiBopsl. HecmoTps Ha 0611uit pocT denepanbHbIX TpaHCHEPTOB, COXpaHseT-
¢ cymecTBeHHaA M depeHIanysa MeKAY pernoHaMy, 9TO yCUINBaeT Me-
JKPErMOHA/IbHYI0 KOHKYPEHIMIO B cdepe pacrpefeneHnsa denepanbHoit Gpu-
HAHCOBOJI moMouy. Pe3ynbTaTbl MCCIEROBAaHNA IPEACTABIAIOT MHTEPeC IS
PabOTHUKOB OPraHOB TOCYAAPCTBEHHOI BIacTu Poccuu denepanbHOro u pe-
TMOHA/IBHOTO YPOBHsA, a TAKXK€ MCCIENOBATENEN U IPENogaBaTeneil COOTBET-
CTBYIOIIVX JUCHVIUINH.
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Introduction

The system of intergovernmental transfers
plays a pivotal role in territorial regulation, fos-
tering the balance of subnational finances and al-
leviating cross-territorial differentiation in so-
cio-economic development. Territorial equaliza-
tion, which implies measures to reduce regional
disparities, fosters more balanced regional devel-
opment: this way the government ensures that
citizens have equitable access to public goods. A
well-functioning system for distributing finan-
cial aid from the federal budget, grounded in the
principles of fiscal federalism, is crucial for main-
taining overall economic stability and promot-
ing sustainable socio-economic development on
the national and regional levels. Budgetary fed-
eralism is an important tool of territorial regula-
tion: it is used to balance the finances of different
regions and minimize economic disparities be-
tween them. It also helps ensure equal access to
quality public goods and services for all citizens,
regardless of their place of residence.

The Russian system of intergovernmental
transfers undergoes continuous adjustments, with
over ten amendments made to the Budget Code
each year in recent times. Considering addition-
al regulatory acts in budgetary legislation, this
results in a substantial volume of changes, high-
lighting the need to assess the effectiveness of the
budgetary mechanism.

One of the most powerful instruments used
by the federal government to exert economic in-
fluence on regions is budgetary financing, which
includes the system of intergovernmental trans-
fers. According to the Budget Code of the Rus-
sian Federation (hereinafter referred to as the
Budget Code)', intergovernmental transfers are
funds provided by one budget to another within

! “Budget Code of the Russian Federation” dated
31.07.1998 No. 145-FZ (version of 25.12.2023, with amend-
ments dated 25.01.2024). Legal reference system Consul-
tant +. Retrieved from: https://www.consultant.ru/ (Access
date: 28.01.2024)
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the framework of the budgetary system (Article 6
of the Budget Code).

Transfers from the federal to regional bud-
gets can take the form of grants, subsidies, sub-
ventions, and other intergovernmental transfers
(Article 129 of the Budget Code). Grants are un-
derstood as «intergovernmental transfers provid-
ed on a gratuitous and non-refundable basis with-
out specifying their allocation purposes» (Article
6 of the Budget Code). Subsidies from the feder-
al budget to regional budgets are defined as «in-
tergovernmental transfers granted to the budgets
of the subjects of the Russian Federation to co-fi-
nance expenditure obligations arising in the ex-
ercise of the powers of the authorities of the sub-
jects of the Russian Federation on matters within
their jurisdiction and matters of joint jurisdiction
of the Russian Federation and the subjects of the
Russian Federation, and expenditure obligations
in the exercise of the powers of local self-govern-
ment bodies on matters of local importance» (Ar-
ticle 132 of the Budget Code). Subventions rep-
resent «intergovernmental transfers granted to
the budgets of the subjects of the Russian Fed-
eration for the purpose of financing expenditure
obligations of the subjects of the Russian Federa-
tion and/or municipal entities arising in the exer-
cise of the powers of the Russian Federation trans-
ferred for implementation to the authorities of the
state power of the subjects of the Russian Feder-
ation and/or local self-government bodies in the
established procedure» (Article 133 of the Bud-
get Code). While intergovernmental transfers are
the primary form of non-repayable monetary dis-
bursements, there are also other forms of finan-
cial assistance to regions, including repayable and
reimbursable ones (for example, budgetary loans)
(Akmetzhanova, 2022).

The research centers on Russia’s intergovern-
mental transfer system, a key element in address-
ing territorial disparities and ensuring equal ac-
cess to public goods for citizens. It examines the
competitive positions of Russian regions within

r-economy.com

Online ISSN 2412-0731


http://r-economy.com

R-ECONOMY, 2024, 10(2), 174-189

doi 10.15826 /recon.2024.10.2.011

177

the intergovernmental transfer distribution sys-
tem, assesses its effectiveness and fairness, and ex-
amines the impact of these transfers on regional
socio-economic development.

The hypothesis of this study is that the mech-
anisms of federal intergovernmental transfers
in Russia can significantly impact the competi-
tive positions of the regions within the distribu-
tion system, thereby either contributing to or hin-
dering the achievement of territorial equalization
and the reduction of regional socio-economic dis-
parities.

The study aims to identify and analyze the
main trends and issues in the system of intergov-
ernmental transfers in Russia, as well as to assess
the impact of these transfers on the socio-eco-
nomic development of regions.

Key research objectives:

— analyze the dynamics and structure of in-
tergovernmental transfers in Russia, aiming to
identify key trends and changes in the distribu-
tion of federal funds among regions;

- evaluate the effectiveness of intergovern-
mental transfer distribution, which includes an
analysis of their impact on reducing interregional
socio-economic disparities;

— investigate the impact of intergovernmen-
tal transfers on the socio-economic development
of regions, with a focus on Russian regions’ com-
petition for intergovernmental transfers.

The research methodology employs a compre-
hensive approach based on both quantitative and
qualitative analysis. Statistical analysis methods,
along with expert assessments, were used to exam-
ine various aspects of the intergovernmental trans-
fer system and its development. The study relies on
official data from the Federal Treasury of Russia
and Federal State Statistics Service (Rosstat).

The main findings demonstrate that despite
significant financial resources allocated through
interbudgetary transfers, their impact often does
not align with the expected goals, particularly
those related to enhancing the quality of life in dif-
ferent regions. In recent years, intergovernmental
transfers have undergone a significant transfor-
mation, with a decrease in non-targeted transfers
and an increase in targeted transfers, impacting
the distribution and use of financial resources.

Results of the study indicate persisting re-
gional disparities, despite an overall increase in
federal transfers, and intensifying interregional
competition for federal financial assistance. Ad-
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ditionally, there is uneven distribution of feder-
al transfers among regions, leading to disparities
in their economic development and public access
to goods and services. These problems show that
the intergovernmental transfer system needs im-

provement for a fair and effective distribution of
federal funds.

Literature review

There is a substantial body of research on the
political structure of the state and organization of
state power. For example, Weingast (1995) ana-
lyzes the «discretion dilemma» - the government
must be strong enough to protect rights, but its
powers must be limited to avoid violating rights.
To address this dilemma, the author proposes the
concept of a «limited government,» which implies
institutional mechanisms that compel politicians
to adhere to constitutional norms and constraints.

Rodrik et al. (2004) take these ideas further
and, employing extensive econometric analysis
of data from several dozen countries, argue that
the most significant factor determining the level
of income in the country is the quality of institu-
tions, while the role of geographic, trade, and oth-
er factors is less substantial.

The theory of multi-level governance, dedi-
cated to the organization of relationships among
different levels of government, is explored by
Saito-Jensen (2015). Using examples of land use
regulation, the theory demonstrates that states are
no longer necessarily monopolistic or exclusively
central in the development of political decisions.
Increasingly, governmental authority is shaped
and shared among entities operating at different
levels.

Fidelman et al. (2013), through the lens of the
multi-level governance concept, examine climate
change adaptation in the Great Barrier Reef re-
gion of Australia by analyzing examples of adap-
tation strategies at the federal, state, regional, and
local levels.

Edelenbos et al. (2018) compare three cases of
community self-organization to interact with gov-
ernment institutions: in the Netherlands, the UK,
and the USA. The authors examine various types
of such interaction (stimulation, collaboration,
disruption, etc.), which evolve at different stages
of the evolution of public institutions.

A series of studies are dedicated to the rela-
tionship between different levels of government re-
garding the allocation of budgetary funds within
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the framework of fiscal federalism. One of the key
issues emphasized by these authors is the potential
risks of decentralization for macroeconomic stabil-
ity. For instance, Tanzi (2001) and Shah (1998) note
that decentralization can complicate the coordina-
tion of fiscal policy between the national govern-
ment and subnational authorities.

Prud’homme (1995) warns that decentraliza-
tion may lead to a potential increase in corrup-
tion. In his discussion of the issues of careful in-
stitutional planning during decentralization, Shah
(1998) emphasizes the importance of transparent
rules for interaction between different levels of
authority. Litvack et al. (1998) note that the suc-
cess of decentralization depends on specific insti-
tutional mechanisms in each country.

Since 2020, another discussed topic has be-
come the impact of the pandemic on interbud-
getary relations. For example, Béland et al. (2020)
examine possible institutional changes in the
fiscal federalism of Canada in response to the
COVID-19 pandemic, analyze Canada’s historical
experience, and provide recommendations for re-
forming intergovernmental transfers.

Moreover, research literature deals with the is-
sues of fiscal federalism, such as the dangers of ex-
cessive fiscal decentralization, including reduced
efficiency and increased corruption (Prud’homme,
1995; Tanzi, 2001), the pros and cons of decentral-
izing budgetary powers, and factors influencing its
success (Litvack et al., 1998). The interplay between
fiscal federalism and macroeconomic management
is also considered (Shah, 1998).

Despite differences in methodology and re-
gional specifics, many studies place greater fo-
cus on the use of transfers for political purpos-
es rather than in the interests of the population.
Abbott, Cabral, and Jones (2017), analyzing Mexi-
can states, show that transfer amounts rise in elec-
tion years and are directed towards «swing» states,
where the difference between major political par-
ties is minimal. The authors conclude that poli-
ticians are inclined to use transfers to win elec-
tions rather than merely to support their core sup-
porters. Similar results were obtained by Alm and
Boex (2008) for the case of Nigeria — the size of
state transfers is not linked to their needs but neg-
atively correlates with the population size, lead-
ing to an unfair distribution of funds. Veiga and
Veiga (2013), using Portugal as an example, also
conclude that transfers before elections increase
electoral support for the government and, conse-
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quently, transfers are used not only for economic
but also political purposes.

Drew & Dollery (2020) point out the limit-
ed capabilities of a purely economic approach in
solving the problem of financial instability of lo-
cal authorities. They call for a dialogue between
economists and political scientists to understand
both the economic and political reasons behind
this issue.

Espino (2005) provides a theoretical analysis
of the optimal transfer system between the cen-
tral government and regions, taking into account
private information and incomplete contract en-
forceability. It is shown that the motivations for
regions to gather taxes are intricately tied to their
fiscal standing, making the relationship complex.

A notable article is Duan and Zhan (2011),
which examines the impact of intergovernmental
transfers on the spending patterns of local author-
ities. Their analysis uses data from the Chinese
province of Shanxi and shows that these transfers
predominantly encourage expenditures in eco-
nomic construction rather than public goods.

Several studies highlight the imperative to
balance the budgetary conditions of different re-
gions and encourage them to boost their own rev-
enues. Gonschorek and Schulze (2018) examine
the intergovernmental transfer system in Indone-
sia. They observe that the current transfers do not
sufficiently encourage regions to enhance their
own revenues and include elements of inequitable
fund distribution. Hou (2011), reviewing research
findings on intergovernmental transfers in Chi-
na, notes that transfers do not always contribute
to equalizing the budgetary conditions of regions
and fail to stimulate their tax potential. Gordin
(2006) analyzes the political determinants of in-
tergovernmental transfers in Argentina, demon-
strating that provinces with excess representation
in parliament can use it as a leverage to secure
larger transfers that are not necessarily linked to
their actual needs. Khawaja and Din (2013) evalu-
ate the mechanisms of intergovernmental transfer
distribution in Pakistan and point out the lack of
incentives for provinces to increase their own rev-
enues and emphasize the need to enhance the ac-
countability of regions for fund utilization.

Much scholarly attention is given to concerns
about the effectiveness of funds provided to re-
gions in the form of transfers. An overhaul of the
system of intergovernmental transfer distribution
often comes with political risks, which influences

r-economy.com

Online ISSN 2412-0731


http://r-economy.com

R-ECONOMY, 2024, 10(2), 174-189

doi 10.15826 /recon.2024.10.2.011

179

the interests of multiple subnational governments
(Long et al., 2021; Negara & Hutchinson, 2021).
Litschig & Morrison (2013) observe that addi-
tional transfers to local authorities in Brazil have
led to increased spending on education and im-
proved educational outcomes, such as higher lev-
els of education, literacy, and a reduction in pov-
erty. Additionally, the likelihood of re-election
for incumbent mayors increased by 10 percent-
age points, indicating that electoral accountabil-
ity was a factor in the expenditure of additional
funds. Using the same political context as Litsch-
ig & Morrison, Brollo et al. (2013) demonstrated
that increasing transfers, in addition to expand-
ing the volume of services provided to the popu-
lation, can also lead to a deterioration in corrup-
tion indicators. Long et al. (2021) argue that the
reform of intergovernmental transfers in Uganda
aimed at enhancing the fairness of fund distribu-
tion faced significant resistance. However, as a re-
sult of the reforms, economic inequality between
regions was successfully reduced.

Finally, a pressing issue discussed by research-
ers is the budgetary autonomy of regional and lo-
cal authorities in Indonesia, where a significant
reform of the intergovernmental transfer system
took place in 2001. Negara & Hutchinson (2021),
analyzing the outcomes of the reform of inter-
governmental relations in Indonesia, report some
ambiguous findings: the level of autonomy for re-
gional administrations has increased, but there is
still a shortage of resources for the implementa-
tion of their own powers. In some cases, the au-
thors even observe a discouraging effect of larg-
er transfer payments. Higashikata (2021), using
the example of the West Java region, found that
the redistribution of budgetary powers resulted
in a reduction of employment in large enterpris-
es. Vidyattama (2021) investigated fiscal autono-
my of regions after decentralization and demon-
strated that despite the increase in transfers from
the center, regions did not gain greater autonomy
for their own programs due to the rise in salaries
of state and municipal employees.

Other authors, however, positively evaluate
the results of the Indonesian reforms. Takahata
et al. (2021) focus on the system of transfer allo-
cation to regional and local budgets in Indonesia
after the reform and conclude that intergovern-
mental transfers have become more effective in
mitigating the negative consequences of reduced
own revenues for lower-level budgets (risk-shar-
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ing function). Amri and Amri (2021) showed
a positive correlation between the competitive-
ness of regions in Indonesia and their fiscal au-
tonomy following the decentralization of budget-
ary powers. Aji et al. (2021) observed income con-
vergence among regions in Indonesia after 2001,
while Dharmawan and Suryadarma (2021) not-
ed that one of the outcomes of the reforms is im-
proved provision of educational services.

In Russian research literature, the impact of
the pandemic on the system of intergovernmen-
tal transfers is actively discussed. Klimanov and
Mikhaylova (2021), in particular, point out that
the increase in federal financial assistance to Rus-
sian regions became a key factor in the stability
of their budgets in 2020. However, this exacerbat-
ed the centralization of the federal transfer system
in the country (Zubarevich, 2021). Many Russian
experts also analyze the system of fiscal federal-
ism in Russia, arguing that «the criterion for dis-
tributing subsidies... does not incentivize regions
to balance their budgets through tax and non-tax
revenues,» and the system of grant distribution
has remained largely unchanged since the mid-
1990s (Lavrovsky & Goryushkina, 2021). To stim-
ulate the economic development of regions, it is
necessary to «introduce elements of a decentral-
ized model of fiscal federalism by increasing the
volumes and types of targeted financial support
for investment and economic purposes» (Kacha-
nova & Korotina, 2018). It is, however, observed
that even in their current form, intergovernmen-
tal transfers can significantly impact both overall
economic growth and the development of specif-
ic sectors and industries (Mikhailova et al., 2018).

Contemporary academic literature extensive-
ly documents the close relationship between the
distribution mechanism of intergovernmental
transfers and political processes. Moreover, polit-
ical considerations can often play a decisive role in
fund allocation. Efficiency in the transfer system is
a pressing and extensively debated concern. The re-
form of such a system entails various risks, includ-
ing those related to the economic interests of spe-
cific territories. However, with a well-thought-out
strategy, decentralization of budgetary powers can
lead to increased budgetary autonomy of territorial
units and improvements in socio-economic devel-
opment indicators. The impact of federal assistance
is typically measured against general economic in-
dicators, such as GDP, or indicators specific to sec-
tors like industry or agriculture, while regional-lev-
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el indicators remain underexplored. This study
seeks to address this gap by examining the extent
to which the results of fund distribution are reflect-
ed in regional income levels.

Method and Data

The research employed the following methods:
first, structural-dynamic analysis was used to in-
vestigate the dynamics and structure of interbud-
getary transfers across the country on the nation-
al level and on the level of federal districts; second,
coefficient analysis was used to describe interre-
gional differentiation; third, grouping, that is, as-
sembling objects in such a way that those within
a group exhibited greater similarity to each other
based on specific criteria compared to objects in
other groups, was applied to categorize regions ac-
cording to their competitive positions within the
distribution system of federal intergovernmental
transfers; and, finally, graphical analysis methods
were used to visualize data and research results.

The study comprises the following stages:

1. Analysis of the overall dynamics of federal
transfers and their structure on the national level;

2. Analysis of the dynamics and structure of
transfers by federal districts;

3. Assessment of regional disparities based
on the indicators of budgetary sufficiency and the
share of transfers;

4. Calculation of regions’ competitiveness co-
efficients in relation to the federal assistance they
receive;

5. Grouping of regions based on their com-
petitiveness coefficients;

6. Evaluation of the results and identification
of patterns in the grouping of regions according
to their positions in the competition for federal
assistance.

The coefficient of variation (1) was used to as-
sess interregional differentiation:

v=5, ()
am
where V is the coefficient of variation, C is the
standard deviation, and a_ is the mean value of
the characteristic.

The standard deviation was determined ac-

cording to Formula (2):

C:JM, (2)
n—1

where C is the standard deviation, a, is the value
of the characteristic, a_is the mean value, and 7 is
the number of territories.

The novelty of the proposed research meth-
odology lies in the fact that, in order to assess
the competitiveness of a region, a special indi-
cator was employed - the competitiveness coefh-
cient (3). The coeflicient’s primary purpose is to
compare a specific characteristic value of a region
to the national average. The natural logarithm is
applied for a more convenient visualization of the
calculation results.

K - m[&j, ()
A

where K is the competitiveness coefficient of re-
gion i, a, is the characteristic value for region i,
and A is the average value of the indicator across
all regions (developed by the author).

In this study, the competitiveness coefficients
are calculated by using two indicators:

1) the share of federal transfers in the reve-
nues of the regions consolidated budget (depen-
dence coeflicient),

2) per capita income in the region (income
coeflicient).

The dependence coefficient measures the rel-
ative advantage of a region in the distribution of
interbudgetary transfers, while the income coef-
ficient reflects the competitiveness of the territo-
ry based on the income of its population. To as-
sess the effect of cross-territorial equalization for
the population, it is proposed to compare depen-
dence coefficients and incomes. It is important to
consider the quality of life as people’s well-being
should be the primary gauge of the success of eco-
nomic policies. This idea is emphasized, among
other things, in the 2021 Address of the Presi-
dent of the Russian Federation to the Federal As-
sembly, which posits that new development tools
are directed towards regions to «address the most
pressing, systemic challenges, with a comprehen-
sive impact on territorial development and en-
hancement of the quality of life.»*

The research is based on data from the Feder-
al Treasury of the Russian Federation on the exe-
cution of budgets within the budgetary system of

2 Address of the President of the Russian Federation of
21.04.2021. Official website of the President of the Russian Fed-

eration. http://www.kremlin.ru/acts/bank/46794/page/1 (ac-
cess date 10.12.2023)
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the Russian Federation (https://roskazna.gov.ru/
ispolnenie-byudzhetov/), as well as Rosstat data
(https://rosstat.gov.ru/regional statistics).  The
study covers the period from 2015 to 2022. Real
growth indicators were calculated by taking into
account the consumer price index.

Results

In 2022, over 3.9 trillion rubles were trans-
ferred on a gratuitous basis from the federal bud-
get to regional budgets (this is a total sum that
was distributed to both regional and munici-
pal budgets). This amount constitutes 12.6% of
the expenditure part of the federal budget. More
specifically, grants accounted for 26%, subsidies
for 42.6%, subventions for 10.9%, and other in-
tergovernmental transfers for 20.5%. The struc-
ture of intergovernmental transfers is not con-
stant and can vary significantly from year to year
(see Figure 1).

In light of the above-presented data, several
conclusions can be drawn.

1. Increase in the volume of grants. The share
of grants annually increased from 2015 to 2018,
reaching half of all transfers. However, from 2019
onwards, the share of grants has consistently de-
creased, reaching a record-low proportion by
2022 (the lowest in the last eight years). Moreover,
in ruble terms, the volume of grants decreased
only in 2019, 2021, and 2022, while in other pe-
riods, the nominal amount of grants increased.
The maximum amount of grants transferred to re-
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B Grants Subsidies

Subventions

gional budgets in the given period was observed
in 2020 - 1.3 trillion rubles, exceeding the 2022
figure by 284 billion rubles. In comparable prices,
from 2015 to 2022, the volume of grants increased
by only 6%, whereas in the same period, the total
expenditure of the federal budget in comparable
prices grew by 35%.

The financial reports on the execution of re-
gional budgets, published by the Federal Treasury,
do not provide a breakdown of grants into equal-
ization and balancing components. The signifi-
cance and role of grants as non-targeted transfers
have gradually decreased in recent years. In their
regional policy-making, the federal center prior-
itizes targeted tools, thereby enhancing control
over the allocated funds.

2. Increase in the share of subsidies. The share
of subsidies in the total volume of interbudgetary
transfers to regional budgets, except for 2017 and
2018, has consistently increased, rising from 25%
to 43%. This indicates a growing financial support
for regions from the federal center, especially in
the context of national projects, where subsidies
serve as the primary form of assistance.

3. Increase in the volume of subsidies. In ab-
solute figures, the amount of subsidies to region-
al budgets reached 1.7 trillion rubles in 2022, rep-
resenting a 2.8-fold increase in comparable pric-
es over the eight years. This points to a significant
rise in funding through federal subsidies, poten-
tially linked to the active implementation of the
national projects in recent years.

2015 2016 2017 2018

2019 2020 2021 2022

H Other interbudgetary transfers

Figure 1. Types of transfers in consolidated budgets of Russian regions (2015-2022)

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-
byudzhetov / (access date: 20.07.2023)
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4. Reduction in the share of subventions.
While subsidies are on the rise, there is a notice-
able decrease in the share of subventions from the
federal budget to regional budgets. The percent-
age of subventions decreased by 9.9% from 2015
to 2022, while the volume of subventions in 2022,
in comparable prices, decreased by 14% compared
to 2015. This decline may indicate a reallocation
of financial flows in favor of subsidies, suggesting
that regions have to rely more on their own funds
to fulfill their assigned functions.

5. Unstable dynamics of other interbudgetary
transfers. The share of other interbudgetary trans-
fers fluctuated in the observed period, declining
in 2016, 2020, and 2022. Nevertheless, in com-
parable prices, the volume of these transfers in-
creased 2.4 times from 2015 to 2022, indicating
a significant growth in absolute terms despite the
fluctuations in their share in the total interbudget-
ary transfers.

Over the eight-year period, there is an overall
increase in unconditional assistance from the fed-
eral center to regions (the total volume of all trans-
fers has risen by 60% in comparable prices). How-
ever, if we look at the annual growth, in 2022, we
will see that there was a reduction in all transfers
to regional budgets except subsidies. In this peri-
od, there was a redistribution of channels for pro-
viding financial assistance — the share of non-tar-
geted transfers and funding for additional pow-
ers delegated to the regions decreased, while the
share of targeted transfers significantly increased.
Similar trends are observed at the municipal lev-
el (Palkina, 2023). The decrease in non-target-
ed transfers may be linked to the growing sig-
nificance of the project-based approach in Rus-
sia’s budget financing in recent years. According
to the Decree of the Government of the Russian
Federation No. 1288 dated 31.10.2018?, the alloca-
tion of subsidies and other inter-budgetary trans-
fers to Russian regions conducted as part of the
governmental projects (Paragraph 4. Provisions
on Organizing Project Activities in the Govern-
ment of the Russian Federation) prioritize project
financing. The Government Decree No. 786 dated

3 Decree of the Government of the Russian Federation
dated 31.10.2018 No. 1288 ( amended on 01.03.2023) “On the
organization of project activities in the Government of the Rus-
sian Federation” (together with the “Regulations on the orga-
nization of project activities in the Government of the Russian
Federation”)
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26.05.2021* introduces a clear distinction within
the structure of state programs by separating the
project component, formed according to the re-
quirements of Decree No. 1288, from the process
component. The latter includes subventions and
grants to regional budgets and their allocation to
address the disparities in regional budgets (Para-
graph 14 of the Regulation on the System of Gov-
ernance for State Programs of the Russian Feder-
ation).

In the given period, the independence of re-
gional decision-making on expenditure has sig-
nificantly diminished, leading to a greater reli-
ance on federal funds. Other studies indicate that
«without additional support, the budgets of the
majority of regions in 2023 would become unbal-
anced, resulting in an escalation of both the over-
all regional debt and the debt burden levels» (Der-
yugin, 2022). The underfunding has a detrimen-
tal effect on the efficiency of regional authorities,
particularly in addressing socially significant ar-
eas (Ulumbekova, 2022). Therefore, under the
current circumstances, there is a trend toward in-
tensifying interregional competition for federal
funding, favoring territories with influence over
federal financing decisions.

If we look at the dynamics of federal trans-
fers by federal districts, we can observe an un-
even pattern (see Fig. 2). Within the timeframe
spanning from 2015 to 2022, three distinct peri-
ods can be identified: 2015-2017, 2018-2020, and
2021-2022. During the period from 2015 to 2017,
the dynamics of transfers across different federal
districts showed divergent trends: in the Southern,
North Caucasus, Volga, and Far Eastern districts,
there was a decrease in federal transfers in 2016.
Meanwhile, in the Central and Ural federal dis-
tricts, besides 2016, a decrease was also observed
in 2017. From 2018 to 2020, there was an increase
in transfers across all federal districts, with a sig-
nificant surge in 2020, which can be partially at-
tributed to measures taken to combat the pan-
demic. From 2020 to 2022, the volume of transfers
in real terms decreased across all districts. Over
the entire eight-year period, the highest growth in
federal transfers was observed in the Ural Feder-

* Decree of the Government of the Russian Federation
dated 26.05.2021 No. 786 (amended on 28.12.2022) “On the
management system of State programs of the Russian Federa-
tion” (together with the “Regulations on the management sys-
tem of State programs of the Russian Federation”)
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Figure 2. Actual growth in gratuitous transfers from the federal budget to regional budgets by federal
districts, 2015-2022 (%; 2015 as 100%)

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-
byudzhetov / (access date 20.07.2023) and Rosstat URL: https://rosstat.gov.ru/regional_statistics (access date 20.07.2023)
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Figure 3. Structure of transfer payments to regional budgets by federal districts in 2015 and 2022 (%)

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-
byudzhetov / (access date: 20.07.2023)

al District (the volume of federal assistance more  Central Federal District. Over the given period,
than doubled in comparable prices). The growth  the real growth of federal transfers there amount-
of federal transfers in the Volga, Southern, and  ed to only 30%, which is 7 times less than in the
Northwestern federal districts ranged from 70%  Ural Federal District.

to 86%. In the remaining districts, the growth was The changes in the structure of transfer pay-
less than 67%, with the minimum increase in the =~ ments across federal districts from 2015 to 2022
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(see Fig. 3) align with the trends already observed
on the national scale. The share of grants decreased
across all federal districts, except for the Central
District. The share of subventions decreased in all
federal districts, while targeted transfers, on the
contrary, increased across all federal districts. The
most significant shifts in the transfer structure are
observed in the Far Eastern Federal District - the
share of grants decreased by 28% and the share of
subsidies decreased by 25%. In the Southern Fed-
eral District, the share of grants decreased by 23%,
while subsidies increased by 22%. In the Ural Fed-
eral District, the shares of grants and subventions
decreased by 16% and 18.5% respectively, while
the shares of subsidies and other intergovernmen-
tal transfers increased by 17% and 18%. The most
stable structure of transfers has been maintained
in the Central and Northwestern federal districts.

There is a high level of disparity among the
regions, both in terms of per capita income and
dependence on federal transfers. Over the given
period (2015-2022), the differentiation among
Russian regions in terms of per capita income
decreased, but only marginally (the coefficient of
variation decreased from 61.2% to 55.5%). Dif-
ferentiation based on the share of federal trans-
fers in the incomes of the consolidated budget
was also decreasing - the coeflicient of variation
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decreased from 53.2% to 46.2%. This indicator
reached its minimum in 2020 at 38.5%, which
coincided with a significant increase in federal
transfers (assistance to regions increased by 1.5
times in 2020 nationwide).

As of the end of 2022, the share of federal
transfers in regional budgets was 20%. However,
this indicator was lower than the national average
in only 27% of regions. The lowest shares of fed-
eral transfers were observed in Moscow (1.7%),
Sakhalin Region (2.7%), Saint Petersburg (3.3%),
Tyumen Region (5.1%), and Leningrad Region
(9.3%). The Republic of Ingushetia (with feder-
al transfers accounting for 82.8% of the consoli-
dated budget), the Chechen Republic (81.1%), the
Republic of Tuva (81%), the Republic of Dages-
tan (74.6%), and the Karachay-Cherkess Republic
(71.9%) demonstrate the highest reliance on fed-
eral transfers. In 16% of the Russian regions, the
share of federal transfers exceeded half of the reve-
nues in their budgets. In addition to those already
mentioned, such regions include Kurgan Region,
the Republic of Buryatia, Kamchatka Region, the
Republic of Kalmykia, the Republic of North Os-
setia-Alania, the Republic of Altai, Sevastopol, the
Republic of Crimea, and the Kabardino-Balkari-
an Republic.

2019 2020 2021 2022

B Per capita income (coefficient of variation, %)

O Share of federal transfers in budget revenues (coefficient of variation, %)

Figure 4. Dynamics of the coefficient of variation for the indicators ‘Consolidated Budget Per Capita
Income of a Subject of the Russian Federation’ and ‘Share of Federal Transfers in the Consolidated Budget
Income of a Subject of the Russian Federation’ in 2015-2022

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-
byudzhetov / (access date 20.07.2023) and Rosstat URL: https://rosstat.gov.ru/regional_statistics (access date 20.07.2023)
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Figure 5. Scatter plot of regions’ competitiveness coefficients in 2022

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-
byudzhetov / (access date 20.07.2023) and Rosstat URL: https://rosstat.gov.ru/regional_statistics (accessed 20.07.2023).

Per capita income across Russian regions av-
eraged 134 thousand rubles in 2022. This figure
was only surpassed in 24% of regions. The high-
est per capita incomes were observed in Kamchat-
ka Region (415 thousand rubles), Sakhalin Re-
gion (611 thousand rubles), the Yamalo-Nenets
Autonomous District (768 thousand rubles), Ne-
nets Autonomous District (863 thousand rubles),
and Chukotka Autonomous District (1,114 thou-
sand rubles). The lowest per capita incomes were
observed in 2022 in the Republic of Dagestan (66
thousand rubles), Stavropol Regioni (73 thousand
rubles), Volgograd Region (73 thousand rubles),
Penza Region (77 thousand rubles), and Saratov
Region (78 thousand rubles). It should be noted
that this differentiation existed despite receiving
federal assistance. The per capita income of the re-
gion with the lowest per capita income is nearly 17
times less than the per capita income of the lead-
ing region in this indicator.

All Russian regions were divided into 4 groups
based on the scatter plot in Figure 5, which used
calculated coefficients of dependence and income
values. The most numerous group of regions falls
into Quadrant I, which includes regions with per
capita income below the average national level. In
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the budgets of these regions, the share of federal
transfers exceeds the average national level.
Regions in Quadrant III exhibit a contrast-
ing situation where per capita incomes surpass
the national average, and as a result, the share of
federal transfers in their budget revenues is lower
than the national average. Regions in Quadrants I
and III embody the «<norm» regarding the distri-
bution of budgetary funds within the framework
of equalizing regional policy. This means that
the extent of federal assistance is directly linked
to the regions’ capacity to fulfill budgetary obli-
gations using their own resources. While Quad-
rant I is occupied by «poorer» regions, Quadrant
III comprises the «wealthier» ones (these corre-
spond to the classic division of regions into «do-
nors» and «recipients»). However, there are ex-
ceptions to this pattern. Several regions (Quad-
rant II) receive substantial financial support from
the federal budget, despite having greater fiscal
capacity. Conversely, another group of regions
(Quadrant III), with relatively lower financial ca-
pabilities compared to the national average, can-
not anticipate a corresponding increase in feder-
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Tablel
Categorization of Russian regions based on coefficients of dependence and income values, 2022

Quadrants Regions

Bryansk Region; Vladimir Region; Voronezh Region; Ivanovo Region; Tver Region; Kaluga Region;
Kostroma Region; Kursk Region; Orel Region; Ryazan Region; Smolensk Region; Tambov Region;
Yaroslavl Region; Kaliningrad Region; Novgorod Region; Pskov Region; Republic of Adygea (Adygea);
Republic of Kalmykia; Astrakhan Region; Volgograd Region; Rostov Region; Republic of Dagestan;
Republic of Ingushetia; Kabardino-Balkar Republic; Karachay-Cherkess Republic; Republic of North

Quadrant I Ossetia-Alania; Chechen Republic; Stavropol Region; Republic of Bashkortostan; Republic of Mari El;

186

Republic of Mordovia; Udmurt Republic; Chuvash Republic-Chuvashia; Kirov Region; Samara Re-
gion; Orenburg Region; Penza Region; Saratov Region; Ulyanovsk Region; Kurgan Region; Republic
of Buryatia; Republic of Khakassia; Altai Region; Zabaykalsky Region; Novosibirsk Region; Omsk Re-
gion; Tomsk Region; Primorsky Region; Sevastopol City.

Quadrant II

Republic of Karelia; Arkhangelsk Region; Nenets Autonomous District; Republic of Altai; Republic of
Tyva; Republic of Sakha (Yakutia); Kamchatka Region; Khabarovsk Region; Amur Region; Magadan
Region; Jewish Autonomous Region; Chukotka Autonomous Region; Republic of Crimea

Quadrant III
lovsk Region; Chelyabinsk Region

Belgorod Region; Lipetsk Region; Moscow Region; Tula Region; Vologda Region; Leningrad Region;
Krasnodar Region; Republic of Tatarstan (Tatarstan); Perm Region; Nizhny Novgorod Region; Sverd-

Quadrant IV
erovo Region; Sakhalin Region

Moscow; Komi Republic; Murmansk Region; St. Petersburg; Tyumen Region; Khanty-Mansiysk Au-
tonomous District; Yamalo-Nenets Autonomous District; Krasnoyarsk Region; Irkutsk Region; Kem-

Source: calculated by the author based on data from the Federal Treasury URL: https://roskazna.gov.ru/ispolnenie-byudzhetov /
(access date 20.07.2023) and Rosstat URL: https://rosstat.gov.ru/regional_statistics (accessed 20.07.2023).

al assistance. Thus, regions in Quadrant II can be
tentatively classified as regions of «priority fund-
ing,» while regions in Quadrant III, as regions re-
ceiving «residual funding.» Regions in Quadrant
IT enjoy a competitive advantage in terms of fed-
eral assistance while regions in Quadrant III are
unable, for various reasons, to attract the neces-
sary amount of budgetary funds.

Discussion and Conclusion

Our analysis has shown a significant trans-
formation in the structure of intergovernmental
transfers from 2015 to 2022: while the share of sub-
sidies is declining, the share of grants is growing.
Similarly, there is an increase in intergovernmen-
tal transfers. On the one hand, this trend suggests
the federal government’s effort to improve the efhi-
ciency of financial assistance allocation, while on
the other, it stems from the prioritization of proj-
ect financing mechanisms in the implementation
of key national projects and state programs. Fur-
thermore, the shrinking share of grants encourag-
es regions to seek their own sources of financing,
which could subsequently reduce the debt burden
on regional budgets. At the same time, the signif-
icant increase in financial assistance to regional
budgets from the federal level (a real growth of
60% in 2015-2022) has, despite its positive effects
for the regions, heightened the dependence of
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lower levels of the budgetary system on the feder-
al level. This, combined with the growth in target-
ed transfers, may have negative implications for
regional policy-making autonomy in the econom-
ic sphere. Furthermore, there are regional dispar-
ities in this growth - the Ural Federal District saw
the highest increase, while the Central District
had the lowest, which indicates increased compe-
tition among regions for federal assistance.

While federal transfers are increasing, signif-
icant disparities persist among Russian regions,
adding to the competition within the budgetary
system. However, the overall trend of gradually
reducing regional disparities suggests some suc-
cess in ongoing efforts to level the financial capa-
bilities of different regions.

The distribution of financial assistance from
the federal budget doesnt consistently prioritize
the task of reducing regional socio-economic dis-
parities or aligning regional budget capabilities.
The study has shown that some regions with rel-
atively high per capita incomes also receive a sig-
nificant amount of federal assistance. These include
such territories as the Republic of Karelia, Arkhan-
gelsk Region, the Nenets Autonomous District, and
the Republic of Altai. Simultaneously, certain re-
gions, despite lagging behind in per capita incomes,
cannot substantially offset this gap through federal
transfers. These are, for example, Nizhny Novgorod
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Region, Sverdlovsk Region, Chelyabinsk Region,
and Perm Region, which continue to act as ‘donors’
even with lower per capita incomes in the consoli-
dated budget. Consequently, in addition to region-
al disparities, there is a problem of the ambiguous
impact of redistributive policies on the well-be-
ing of the population. If the incomes of residents

in certain regions are increasing, in some regions,
despite their level of regional socio-economic de-
velopment and accumulated economic potential,
the population experiences fewer positive changes
when funds are distributed between budgets. This
discrepancy goes against the country’s strategic de-
velopment priorities.
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