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Abstract: The article is devoted to the urgent issues of determining the sustainability of public finances of
selected foreign countries. It also deals with approaches to the development of long-term budget strategies.
It proves the need to develop strategies based on long-term fiscal projections. Particular attention is paid to
the  sustainability  of  Russian  public  finances.  Thus,  we can make a conclusion that the budgets of the
Finno-Ugric territories: (the Republic of Mordovia, The Mari El Republic, the Udmurt Republic and The Komi
Republic) have critical financial condition according to the index of fiscal sustainability of these republics in
the planning period 2013-2015. The article concludes different sides of the problem and the need for specific
measures to strengthen the financial sustainability of the regions. It’s necessary to make amendments in the
Budget Code of the Russian Federation. Using foreign experience, it is necessary to extend the time horizon of
the strategy, first to 40 years, with further extension to 50 years or more.
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INTRODUCTION position of  the  subject  of  power  for  a  certain  period

There is a need to clearly define the limits of social Expert judgment on the basis of scoring is used to
guarantees provided from the budgets and to establish determine the ability of a territorial entity to adapt to
mechanisms of social protection of citizens. The changes  in   the  external  economic  environment, to
implementation of this task depends on the  condition seek to  mobilize  additional  financial  resources   in  the
and sustainability of public finances, which are the main budget and also to get information about the
sources of funding for the tasks and functions of any characteristics of fiscal stability, which are not expressed
country [1]. in number representation.

The problem of calculating the financial sustainability
of the regions is connected with the system of budgetary Main Part: Fiscal sustainability is characterized by:
control. The concept of sustainability includes such a budget autonomy, balance the budget, the quality of
fiscal position, which ensures the normal functioning of budgetary  management, the solvency of the subject of
the subject of public authority and implements all its the public authority; the economic efficiency of budget
assigned powers on the basis of full and timely financing spending, etc.
of budget expenditures, including domestic and external Long-term budget strategies are developed in the
debt service [2]. The fiscal legislation of foreign countries world practice on the basis of long-term fiscal projections
includes provisions relating to long-term research and the based on certain economic and other assumptions in
use of its results in the budget process [3, 4]. order to ensure the sustainability of current government

Fiscal sustainability indicates the strength of the policy for an extended period of time (over 10 years)
financial basis of the state. At the same time the longer
the period of calculation of the steady state, the more The estimate of the objectives of fiscal policy is
effective and efficient work of public authority to carried out by determining:
implement its powers. Computational and analytical
methods are used to determine the sustainability of the Budget balance at the end of period
budget. Quantitative characteristics show the financial Amount of public debt (in percent of GDP), etc.

of   time    at    a    given    state    of    the   economy.
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Fiscal planning quickly spread abroad in recent years. transparency and accountability, which included the
27 countries - members of the Organization for Economic requirement of long-term assessment of the financial
Cooperation and Development (OECD) announced about situation  in the province for 2 years after each election
it in 2009. Some of these countries carry out an analysis of [5].
long - term fiscal sustainability annually (Austria, Poland, The Ministry of Finance is often responsible for the
Greece, etc.), others - every 3-5 years or according to a preparation and issue of fiscal projections. The official
special schedule. The period of  time  is  also  different. fiscal projections are published by Office of Management
So, it’s  30-40   years  in  Canada,  40-50  years  in  Japan, and Budget (OMB) in the USA. OMB started to prepare
60 years or more in the USA. It should be noted that such fiscal projections which covered each three years, more
organizations for monitoring and oversight as the than 40 years ago. It gradually expanded the time frame
European Commission, the International Monetary Fund, from 5 to 50 years and now the period of time is equal to
the International Monetary Fund, the International 75 years.
Chamber of accounting standards in  the public  sector Projections should cover a period which will be
and the OECD also pay attention to fiscal projections and sufficient  to    determine    the    fiscal   sustainability.
fiscal sustainability. It is common practice when Time horizons fiscal projections can be as moving as
legislative acts contain the obligation to carry out and fixed. Moving projections suggest the same number of
publish the results of the analysis of long-term fiscal years in each assessment; the fixed projections keep the
sustainability. final year of calculations constant.

The European Union has taken an important step in Each country chooses its own way to develop long-
this direction, putting forward the requirement that annual term financial and budgetary projections. The way is
reports on convergence and stability should contain determined by the objectives of the analysis and the
separate chapters on the quality of budgeting and fiscal specificity of the socio-economic development, including
sustainability over the long term. the characteristics of the organization of the public sector

Guiding materials of the European Commission set [6]. However, it’s possible to identify common points in
out the minimum requirements for the reporty form and methodological approaches, implemented in foreign
timing of its submission. Reports should include the countries:
projected budgetary aggregates in a standardized table
with additional qualitative and quantitative information Long-term fiscal projections are based on the
which allows the European Commission and the Council specificity of the socio-economic development,
on economic policy to assess the sustainability of public characterized by the values of promising
finances in in the EU member States. Reports should be macroeconomic indicators,
submitted if the national government sends their budget Economic and mathematical model building is widely
proposals to parliament, but not until the middle of used in the development of projections.
October and no later than 1 December.

The introduction of legislative procedural rules on Foreign experience shows that fiscal planning
mandatory discussion of long-term fiscal sustainability in improves the efficiency of public administration.
the parliaments also deserves attention. The need for the It   serves to    strengthen    fiscal    sustainability.
preparation and publication of long-term fiscal projections It prepares a basis for the substantiation of the fiscal
is legislatively established in Australia, New Zealand and sustainability of current policy and the financial  results
the United Kingdom. For example, the Australian Charter of the reforms. It centralizes the responsibility for the
of Budget honesty act in 1998 requires that the Treasury long-term analysis of the policy.
should publish and send a report on the connection OECD defined fiscal planning as a good practice at
between generations, covering 40 years, which assesses the end of the 1990s. The year of 2008 can be regarded as
the  long-term   sustainability  of  current  policy  for  the a beginning of the implementation of long-term financial
5 years since the previous report to the House of planning. Project of budgetary strategy of the Russian
Representatives. Federation for the period for the period until 2023 was

With regard to long-term fiscal developments of drafted and published on the website of the Ministry of
subnational level, the budget legislation has appropriate Finance during 2008. Then issue instructions to extend
regulations. For example, in 2004 the Parliament of the horizons of budget planning were given in the tasks
Canadian province of Ontario adopted a law on fiscal of fiscal policy for 2012-2014 [7].
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Based on the foregoing, Russia can be attributed to The growth of the following indicators of socio-
a number of the countries in which long-term budgetary economic development of the Republic of Mari El was
projections are drawn up on an irregular basis (on special fueled in 2011-2012:
schedule). Moreover, the time horizon of Russian The index of industrial production increased by
projections is one of the shortest - 15-20 years. 12.0% in comparable prices over the same period in 2011;

At the same time, Russia 's public finances can be
described  as   more   stable  than  in  foreign  countries. Index of agricultural production increased by 16.1%;
Its stability is largely determined by separate accounting The per capita income grew by 7.8%.
of oil-and-gas and non-oil revenues of the federal budget;
setting the size of oil and gas transfers to finance Active industrial policy of the Republic of Mari El in
expenditure budget; establishing Reserve Fund and 2012 continued to create favorable conditions for
National Welfare Fund; setting the value of oil-and-gas improving the competitiveness of industry in the republic,
and non-oil deficit of the federal budget [8]. the development of efficient production, bringing in it

However, the structure of the Russian economy investments, modernization of the economy.
poses risks to financial stability. That’s why it requires The implementation of the budget of the Republic of
constant monitoring of the stability of the fiscal system Mari El amounted to 112.6% in 2012 compared to January -
[9]. November 2011.

This article deals with several subjects of the Russian The Udmurt Republic is located between the Kama
Federation: the Republic of Mordovia, The Mari El and Vyatka. The number of municipalities is 341, including
Republic, the Udmurt Republic and The Komi Republic. 25 municipal districts, 5 urban districts, two urban

The Republic  of  Mordovia  is  located  in  the  east settlements, 309 rural settlements.
of  the  East  European  Plain, in the Volga River basin. The growth rate of revenues for the first 9 months of
The number of municipalities is 415, including 22 2012 compared to 9 months of 2011 amounted to 117.6%.
municipal districts, one urban district, 17 towns, 375 rural Means of public investment are aimed at capital
settlements. construction, reconstruction and repair of social and

The socio-economic situation in the Republic of engineering infrastructure in accordance with the
Mordovia in 2012 compared to 2011 was characterized by approved list of objects of capital construction, repair and
an increase of the index of industrial production, sales of renovation. Capital expenditures increased by 111% in
products of manufacturing enterprises, maintaining the 2012 compared to 2011.
positive dynamics in the agricultural sector and the Local government of The Komi Republic is presented
consumer market, the establishment of a stable situation in 203 municipal formations, including five urban districts,
on the labor market. The real incomes, average per capita 15 municipalities, 15 towns, 168 rural settlements.
income, average monthly nominal  wages  and  real  wages There was positive dynamics of the following
of the population were increased. indicators  of   socio-economic    development in

The  index of   industrial    production   for  the January-November 2012 in this Republic:
whole public amounted to  103.7%  in  November  2012
(the same index in November 2011 – 110,3%)  including Industrial production in general, including the mining and
the  manufacturing  sector  -  113.1%   (in  November 2011 manufacturing industries;
- 118.5%). Oil and gas production; 

The implementation of the budget amounted to The volume of construction work; 
107.4% in November 2012 compared to January - Individual housing construction,
November 2011.

The Republic of Mari El is situated in the center of The production of timber, chipboard and fiberboard,
the European part of the Russian Federation, mainly on linoleum, structures and components of precast concrete,
the left bank of the Volga in the north-eastern part of the cement, etc.
Volga-Vyatka region. The consolidated budget of the Republic of Komi in

The number of municipalities is 173, including 14 January-October  2012   implemented   with  a  surplus.
municipal districts, 3 urban districts, 16 towns, 140 rural The amount of tax revenues relative to the same period
settlements. last year increased by 16.4%.
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Table 1: Determination of the type of financial sustainability of the budget
of the Republic of Mordovia 

Years
----------------------------------------------------

Factors 2013 2014 2015
Budget expenditure (B) 25599,4 25845,3 27389,0
Own revenues (O) 16009,1 18422,4 21748,9
Additional sources (A) 7154,0 5817,2 5560,1
Revenues budgeting
additional sources
fundraising (O + A) 23163,1 24239,6 27309,0
Terms of reference B> O + A B> O + A B> O + A
Type of financial stability critical critical critical

Table 2: Determination of the type of financial sustainability of the budget
of the Republic of Mari El 

Years
-----------------------------------------------------

Factors 2013 2014 2015
Budget expenditure (B) 17272,4 17424,3 19262,7
Own revenues (O) 9984,3 11303,3 12657,6
Additional sources (A) 6346,3 5482,0 6015,1
Revenues budgeting
additional sources
fundraising (O + A) 16330,7 16784,3 18672,7
Terms of reference B> O + A B> O + A B> O + A
Type of financial stability critical critical critical

Table 3: Determination of the type of financial sustainability of the
budget of the Republic of Udmurt 

Years
------------------------------------------------------

Factors 2013 2014 2015
Budget expenditure (B) 51129,8 50841,5 50770,3
Revenues budgeting
additional sources
fundraising (O + A) 41249,4 40992,5 43223,7
Terms of reference B> O + A B> O + A B> O + A
Type of financial stability critical critical critical

Table 4: Determination of the type of financial sustainability of the
budget of the Republic of Komi

Years
-----------------------------------------------------

Factors 2013 2014 2015
Budget expenditure (B) 54101,1 56653,8 58915,0
Revenues budgeting
additional sources
fundraising (O + A) 48710,0 49865,7 53154,6
Terms of reference B> O + A B> O + A B> O + A
Type of financial stability critical critical critical

The budget of the Republic of Komi forms the
greatest  amount  of  income; the budget of the
Republic of Mari El forms the smallest amount of
income, due to territorial and geographical features of
the areas.

Let’s carry out a comparative analysis of fiscal
sustainability of considered republics on planned
targets for 2013-2015.

Let’s analyze the type of financial sustainability of
the budget of the Republic of Mari El in the Table 2.

Let’s analyze the type of financial sustainability of
the budget of the Republic of Udmurt in the Table 3
according to the planned targets for 2013-2015.

Let’s analyze the type of financial sustainability of
the budget of the Republic of Udmurt in the Table 4
according to the planned targets for 2013-2015.

Thus, we can make a conclusion that the budgets
of the Finno-Ugric territories: (the Republic of
Mordovia, The Mari El Republic, the Udmurt Republic
and The Komi Republic) have critical financial condition
according to the index of fiscal sustainability of these
republics in the planning period 2013-2015. The budget
deficit is mainly covered by the financial assistance of
the federal budget.

Recommendations for strengthening the fiscal
sustainability of the Finno-Ugric territories are not
directly related to the problems of counter-cyclical
policy.

It is necessary to make pointed reference the
proposals to increase the predictability and stability of
the system of inter-budget relations. It’s possible to
name the main points:

First of all, it’s necessary to develop inter-budget
relations and the organization of the budget process in
the subjects and municipalities of Russian Federation
for the period of time 10 years, including the main goals
and objectives of the system of inter-budget relations in
the long term.

Second of all, it’s necessary to create long-term
development plan of inter-budget relations, which
should be designed by the commission on inter-budget
relations.

CONCLUSION

According to the previously described basic
features of foreign experience of long-term fiscal
planning, Russia should develop it in these ways:

It’s necessary to make amendments in the Budget
Code of the Russian Federation. These amendments
should contain direction to make long-term fiscal
projections and use it in the budget process. It’s also
necessary to design a provision that will include: all the
participants of the process, content, preparation and
use procedure of the projections in the budget process
and the used methodologies.
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