
WBI LEARNING RESOURCES SERIES

Russia's Transition to a New Federalism

Jorge Martinez-Vazquez and Jameson Boex

Fiscal Decentralization Series Editors:
Robert Ebel

Blanca Moreno-Dotson
Victor Vergara
Serdar Yilmaz

The World Bank
Washington, D.C.

 
 

  
© 2008 AGI-Information Management Consultants   

May be used for personal purporses only or by  
libraries associated to dandelon.com network. 



Contents

Foreword vii

Preface ix

Acknowledgments xiii

1 The Dynamics of Decentralization in the Russian Federation 1
The Forces behind Decentralization in the Russian Federation 1
A Historical Overview of Intergovernmental Fiscal Relations, 1992-98 5
The Role of Politics in the Decentralization Process 7
Dimensions of Fiscal Decentralization in the Russian Federation 9

2 Expenditure Responsibilities 11
How Have Expenditures Been Assigned? 11
How Has the System Performed? 19
Pending Policy Issues in Expenditure Assignments 24

3 Revenue Assignments and Tax Administration Issues 33
How Have Revenues Been Assigned? 33
Trends in Revenue Collections 39
How Has the System Performed? 43
The Role of Perverse Incentives and Soft Budget Constraints 50
The Role of Tax Administration 51
Pending Reforms in Revenue Assignments 52

4 The System of Transfers 55
Evolution of the Transfer System 55
The Current System of Transfers 58
How Has the Transfer System Performed? 61
Pending Policy Agenda for Transfer Reform 68

5 Subnational Borrowing, Debt, and Financial Controls 75
Evolution of the Legal Framework for Borrowing 75
Analysis of Subnational Deficits and Debts 76
Pending Policy Agenda for the Reform of Subnational Borrowing 80

6 Implementing Reform 83
Piecemeal Versus Unified Reform 83
Uniform Versus Asymmetric Federalism and Addressing Fiscal Disparities 84
Regional Compliance with Federal Laws 85
Communications between Federal and Regional Governments 86
Determining the Form of Fiscal Federalism 86

7. Postscript: Recent Reforms in Intergovernmental Relations in the Russian Federation 89
Reform of the Vertical Power Structure 90
Expenditure Assignments and Budgetary Responsibilities 91



Contents

Revenue Assignments and Tax Reforms 92
Changes in Intergovernmental Transfers 94
Concluding Remarks 95

References 97

Tables
1.1 Chronology of Major Events in Russia during the Transition 3
2.1 Assignment of Expenditure Responsibilities, 1997 12
2.2 Distribution of Expenditures between Government Levels, 1992-97 13
2.3 Distribution of Expenditures between Government Levels, 1992-97 14
2.4 Distribution of Expenditures by Function between Government Levels, 1992-97 15
2.5 Average Regional Expenditures by Category, 1994-97 17
2.6 Composition of Expenditures for Subnational Governments in Real Terms, 1992-97 18
2.7 Regional Economic Disparities: Per Capita GRP, Selected Years, 1992-96 19
2.8 Measures of Horizontal Fiscal Imbalance: Per Capita Consolidated

Regional Expenditures, 1992-97 20
2.9 Equalization Level at Different Stages of Revenue Assignment, 1992-97 21
2.10 Regional Socioeconomic and Demographic Variables: Descriptive Statistics 22
2.11 Determinants of Per Capita Expenditures, 1994-97 22
2.12 Determinants of Per Capita Expenditures on the National Economy, 1994-97 23
2.13 Determinants of Per Capita Expenditures on Housing and Public Utilities, 1994-97 24
2.14 Determinants of Per Capita Expenditures on Education, 1994-97 25
2.15 Determinants of Per Capita Expenditures on Public Health and

Physical Education, 1994-97 25
2.16 Expenditure Assignment in the Budget Code, 1998 26
3.1 Legislated Sharing Rates of Major Taxes, 1992-98 34
3.2 Status of Taxes in the 1998 Tax Code 39
3.3 Own-Source Revenues and Shared Revenues as Percentages of Consolidated

Subnational Collections (Excluding Transfers and Subventions), 1992-97 40
3.4 Revenue Distribution between Government Levels, 1992-97 41
3.5 Consolidated Subnational Own-Source Revenue Collections, 1997 42
3.6 Summary of Legislative Control over Subnational Own-Source Revenues, 1997 44
3.7 Revenue Distribution between Government Levels, 1992-97 45
3.8 Composition of Revenues for Subnational Governments in Real Terms, 1992-97 46
3.9 Measures of Vertical Fiscal Imbalance for the Subnational Sector, 1997 48
3.10 Measures of Vertical Fiscal Imbalance for the Subnational Sector:

An International Comparison 48
3.11 Measures of Regional Fiscal Disparities: Per Capita Revenue Collections

(including Federal Share), 1993-97 48
3.12 Concentration of Total Revenue Collections (including Federal Share)

among Regions, 1993-97 49
3.13 Concentration of Regional Revenue Collections among Regions, 1992-97 49
3.14 Analysis of Regional NRT Collections, 1994-97 50
4.1 Fund for Financial Support of the Regions 57
4.2 Formula for Allocating FFSR Transfers, 1999 59
4.3 Funding Sources for the Regions, 1992-97 62
4.4 Federal Transfers to the Regions, 1992-97 62
4.5 Transfer Composition for Subnational Governments in Real Terms, 1992-97 63
4.6 Regression Analysis: Per Capita FFSR Transfers, 1994-97 64


