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The President Has Set Tasks until 2030
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Abstract. March 15—17, 2024, the presidential election will be held in Russia. The election will take
place in a very specific context due to the ongoing special military operation, aggravating threats to
national security posed by NATO countries, and a range of internal changes that Russia has been going
through since the beginning of the special military operation. Against the background of the alarming
situation around Russia, the RF President delivered his annual Address to the RF Federal Assembly
on February 29, 2024; he presented a program of actions and specific public policy measures for the
next six years (until 2030). The Address had certain aspects reminding of an election speech and was
intended not only for government bodies at all levels of public authority, but also the broad strata of
Russian society. In fact, the head of state outlined the contours of Russia’s future for the next political
cycle, and this is important amid uncertainty and a high level of risks that the country is facing at
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the present historical moment (after the start of the SMO). The article presents our own approach
to analyzing the current situation in the country (including the 2024 presidential election), based on
our long-term monitoring of public administration effectiveness, the system-wide nature of which is
determined by the comprehensiveness of the empirical base (analysis of national and regional statistics,
including those of own compilation; sociological surveys, analysis of expert assessments and key
decisions taken by the President and the RF Federal Assembly). Scientific novelty of the study lies in a
comprehensive analysis of the effectiveness of public administration during Vladimir Putin’s first four
presidential terms (2000—2024), that is, during the first quarter of the 21st century. In this context, we
analyze general goals, objectives, and principles of public administration formulated by Vladimir Putin
as he assumed office as president for the first time; key initiatives and decisions he adopted in order to
address the tasks set; internal and external conditions in which the head of state had to achieve national
development goals; key stages that the country went through over the past 23 years; and the main results
with which it “approached” the beginning of a new political cycle.

Key words: 2024 presidential election, Address to the Federal Assembly of the Russian Federation,
national development goals, civilizational crisis, sovereignty, national identity.

February 29, 2024, Russian President Vladimir

Putin delivered his annual Address to the Federal “The primary purpose of every Address to the

Assembly of the Russian Federation, which (as Federal Assembly is to offer a forward-looking

experts noted) became “one of the most powerful
presidential addresses in recent years™”'. “Vladimir

perspective. Today, we will discuss not only our

short-term plans, but also our strategic objectives

. . .
Putin has clearly set Russia’s priorities on the and matters which, | believe, are instrumental in

world stage, our goals and interests, development ensuring steady long-term development for our
strategy and the future of the world order”?.
Addressing the Federal Assembly and the

citizens of the country as a whole, Vladimir Putin

country”4.

stressed that “even during the most difficult
periods, Russia has never given up on addressing
its fundamental imperatives, has always thought
about the future, and we must do the same now”3.

In 2024, the Presidential Address has a special
significance for the country.

First, it has some features of an election
campaign speech: on March 15—17, 2024, the
presidential election will be held in Russia, and
the assessments of almost all experts, as well as
opinion polls, indicate that Vladimir Putin will be
second-to-none.

' The time of heroes. Experts on the main theses of Vladimir Putin’s Address: An opinion of political scientist Yu. Baranchik.

Available at: https://dzen.ru/a/ZeCW4uD302gHCJ-s

2 Russia acts as a driver for the formation of a future just world order: An opinion of V. Shapovalov, project manager of
the Expert Institute for Social Research. Available at: https://vz.ru/news/2024/2/29/1255873.html
3 Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585
4 Ibidem.
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According to VCIOM, 76% of Russians plan to
participate in the presidential election, while 75%
are going to vote for Vladimir Putin®.

“The presidential election is, doubtless, the
crucial political event in the life of the country. And
it may sound dramatic, but the 2024 election will
have global importance. It will be watched all over
the world - by our friends and by our so-called
partners...

The upcoming election will be unique, because
never in recent history have we been at such
a difficult and, perhaps, fateful phase in the
country’s life... We can assume that the upcoming
campaign will be one of the defining moments
in the process of forming an updated value
framework of Russian society. The country will
choose both the president and the long-term
semantic and ideological trend of its future life...
Of course, Vladimir Putin will have competitors,
but their role has already been largely predeter-

mined by the situation”®.

This is largely why (or, in part, as an indication
of the importance of complying with the Law on
Strategic Planning’) “the program of actions and
concrete measures” voiced in the Presidential
Address was considered “in the horizon of the next
six years™® (2024—2030; Insert ).

Second, the main feature of the latest
Presidential Address consists in the fact that
the election of the head of state in 2024 will be
held in a very special context due to the SMO
(which has been going on for two years) and the
unprecedented threats to Russia’s national security
from NATO member states. This circumstance
makes the results of the vote so important: indeed,
the country, as experts note, “will choose both
the president and the long-term semantic and
ideological trend of its future life’.

The acute phase of the Russia—INATO conflict,
into which our country was drawn as a result (there
is no denying that) of a rather successful U.S.
strategy to foment a de facto civil war between
fraternal Slavic peoples, takes place not only
on the battlefield, but also in all spheres of life:

5 Russian presidential election 2024: The first rating. VCIOM analytical review. February 10, 2024. Available at: https://

wciom.ru/analytical-reviews/analiticheskii-obzor/vybory-2024-reitingi-kandidatov

¢ RIA-novosti. December 10, 2023 (an opinion of K. Kostin, head of the Civil Society Development Fund). Available at:

https://ria.ru/20231210/vybory-1914947523 html

7 Federal Law 172-FZ, dated June 28, 2014 (amended February 17, 2023) “On strategic planning in the Russian Federation”

AN N NN

assumes the development and adjustment of key strategic planning documents every six years. Such documents include:
Strategy for socio-economic development of the Russian Federation (Article 16),

National Security Strategy of the Russian Federation (Article 18),

Long-term forecast of socio-economic development of the Russian Federation (Article 24),

Main activities of the Government of the Russian Federation (Article 27),

Plan of actions for the federal executive authority (Article 31),

Forecast of socio-economic development of the constituent entity of the Russian Federation (Article 33).

8 Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

® RIA-novosti. December 10, 2023 (an opinion of K. Kostin, head of the Civil Society Development Fund). Available at:

https://ria.ru/20231210/vybory-1914947523 . html
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politics, economics and, most importantly, culture,
in the field of moral values. In this sense, one
cannot but agree with experts who claim that this
conflict is of a civilizational nature. “Now Russia is
facing not only a traditional military and political
challenge, but also a threat at the level of identity
and history, which determines the existential nature
of the current conflict”!'.

This is also evidenced by numerous public
statements made by western politicians since the
beginning of the SMO and revealing the true goals
of the Collective West: the goals that have nothing
to do with “protecting democracy in Ukraine”;
the goals that imply “cancelling Russia” and
“inflicting a strategic defeat on Russia”.

“In order to effectively confront the West in
the war of civilizations that Russia is already
involved in, it is necessary to take into account the
hierarchy of plans. The highest level is identity:

- what is the identity of the enemy (who are
we fighting?);

— what is our own identity;

- what is the identity of other civilizational
actors?

It is necessary to start with the above civili-
zational map... only a civilizational approach allows
us to talk about sovereign public consciousness,
and, therefore, about sovereign science and
sovereign education... This is a final warning for
Russian humanities: either we move quickly to
the paradigm of a civilizational approach (Russia
= sovereign civilization), or we write a letter of

dismissal”’®.

In the Editorial section of our journal, we
regularly present the opinions of experts (such
as A. Dugin, A. Fursov, etc.) who adhere to the
civilizational approach, considering the history
of Russia’s development in the context of the
centuries-old confrontation between the Russian
and the Anglo-Saxon civilizations.

“The Western elite make no secret of their goal,
whichis, | quote, ‘Russia’s strategic defeat’... This

means they plan to finish us once and for all”’.

“The whole of geopolitics is based on the
consideration of the eternal confrontation
between the civilization of the Sea (thalassocracy)
and the civilization of the Land (tellurocracy). Vivid
expressions of these principles in ancient times
were found in the confrontations of land-based
Sparta and the harbor city of Athens, land-based
Rome and the maritime Carthage... As politics
became global, these two civilizations finally
acquired a spatial embodiment. Russia — Eurasia
became the core of the Land civilization, and the
pole of the Sea civilization became entrenched in
the zone of Anglo-Saxon influence: from the British
Empire to the United States and the NATO bloc.
This is how geopolitics sees the history of the
latest centuries...”'*

“Our task is to survive and preserve ourselves
as a special socio-cultural type, as a special variant
of civilization... the survival and preservation of
the population, the preservation of us as a socio-
cultural type, a special historical one, which is at
least a thousand years old. This is, if you like, a
national idea. But | would say it is a civilizational
idea”.

" Yakovenko A.V. The world in the horizon of 2040. Horizon 2040. November 14, 2023. P. 475. Official website of the
Agency for Strategic Initiatives. December 29, 2023. Available at: https://asi.ru/library/main/198226/

12 Dugin A.G. Civilizational approach. Available at: https://zavtra.ru/blogs/tcivilizatcionnij podhod

13 Presidential Address to the Federal Assembly, February 21, 2023. Available at: http://www.kremlin.ru/events/president/

news/70565

4 Dugin A.G. Ukraine as an Armageddon field. Available at: https://izborsk-club.ru/24378
15 'What awaits Russia. Opinion of Andrey Fursov. Available at: https://proza.ru/2022/07/26,/404
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However, the specifics of our approach lies in
analyzing the transformation of the Russian state
and society over a more limited historical period
of time: in the post-Soviet period, or, rather,
during Vladimir Putin’s presidential terms (from
2000 to the present), largely because this period
of time is taking place “here and now”, “before
our eyes”, and we are not just researchers of
the past, but direct participants in the current
events.

Considering this phase in Russia’s history
(national and global events; key decisions made
by the President; processes taking place in the
public administration system; dynamics of public
sentiment, etc.), we see that the 2024 presidential
election is important not only in in the context of
the events taking place after February 24, 2022;
it is also a critical stage in the entire historical

development of the Russian Federation over the
past 24 years and a foundation for its further
development in the coming decades.

It is worth noting that if Vladimir Putin wins
the upcoming election, this will be one of the
longest periods in the history of Russia when one
and the same person is the head of state'®. If
such a period is interrupted, this may cause
another “trauma” in society, like it was after the
collapse (or rather the demise) of the USSR, a
purposeful act orchestrated by the United States
within the framework of the Cold War, with direct
participation of Russian elites who committed
national betrayal in the 1986—1990s."”

Objective data from official statistics clearly
demonstrate the extent and depths of social
implications of the “trauma”, which is putting the
very existence of the country at risk (7ab. 1, 2).

16 Only six people in the history of Russia ruled the country for 30 years or more:

Ivan IV Vasilyevich (Ivan the Terrible) (January 16, 1547 — March 18, 1584; 37 years);

Mikhail Fedorovich Romanov (February 21, 1613 — July 13, 1645; 32 years);

Alexey Mikhailovich (July 13, 1645 — January 29, 1676; 31 years);

Peter the Great (April 27, 1682 — October 22, 1721; ruled jointly with Ivan V until 1696; 39 years);
Catherine IT (Catherine the Great) (June 28, 1762 — November 6, 1796; 34 years);

Joseph Stalin (April 3, 1922 — March 5, 1953; 31 years).

17 In our opinion, comprehensive information about this is presented in the newspaper Pravda in its section “Disguises
of werewolves” which publishes materials of interviews with RAS Corresponding Member Zh.T. Toshchenko. The purpose of
these articles (according to the section contributors) is “to consider the personal historical guilt of especially odious traitors
[Yeltsin, Kalugin, Yakovlev, Sobchak, Nemtsov, etc.], which has no statute of limitations...”. Some issues of the section are as

follows:
1. Political nonentity. Pravda, 2021, no. 69, July 2—5.

. Disguises of werewolves. Pravda, 2021, no. 93, August 27—30.

. “Shock therapist” Gaidar acted recklessly and mercilessly. Pravda, 2022, no. 20, February 25—28.
. How many people remember who Burbulis is? Pravda, 2022, no. 28, March 18—21.

This Kozyrev used other people’s trumps in his game. Pravda, 2022, no. 40, April 15—18.

. Berezovsky’s Diaboliad. Pravda, 2022, no. 64, June 17-20.

. The abyss of betrayal — Alexander Yakovlev. Pravda, 2022, no. 91, August 19—22.

. An insidious knife in the back of state security. Pravda, 2022, no. 106, September 23—26.

. He became a murderer of his country. Pravda, 2022, no. 108, October 1—4.

10. Sobchak is a narcissistic talker and poseur. Pravda, 2022, no. 114, October 15—18.
11. The Nemtsov family outdid Khlestakov himself. Pravda, 2022, no. 132, November 25—28.
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Table 1. Dynamics of the spread of some
social pathologies in Russia in 1990-
1999, per 100 thousand people

Table 2. Dynamics of the standard of
living indicators (1994-1999)

Dynamics,

1994 %

Indicator 1999

Number of people with
incomes below the
subsistence level, million
people

33.3 43.8 132

Number of people with
incomes below the
subsistence level, % of the
population

22.4 29.9 133

Unemployment rate, % of
the economically active
working age population

8.2 13.0 159

Dynamics,
Indicator 1990 1999 1999 to
1990, %

Suicide death rate 26.4 39.3 149
Homicide death rate 14.3 26.2 183
Death rate. from accidental 108 205 190
alcohol poisoning
Incidence of drug addiction 43 43.0 1000
and substance abuse
Number of persons who
committed a crime, | 897.3 1716.7 191
thousand people
Source: Federal State Statistics Service.

Source: Federal State Statistics Service.

We should emphasize that the main cause of
the “traumatization” of Russian society in the late
1980s and early 1990s was the very collapse of the
USSR, which (as Zh.T. Toshchenko points out)
“disrupted the progressive development of the state
and society”'®.

“Progressive development of the state and
society” is a feature that can be applied to modern

“The radical changes that took place in
Soviet/Russian society during perestroika and
then in the 1991-2000s caused the emergence
and consolidation of new traumatic features
(characteristics) of public consciousness...
First of all, there was a disorientation and
disorganization of public consciousness... Of
particular importance... was its traumatization,
expressed in a split, bifurcation, inconsistency

and conflict of development”®.

Russia. The unified management style imple-
mented by Vladimir Putin since 2000 and up to the
present allows us to consider the past 24 years as a
separate historical phase in Russia’s development.
This period has its own goals and objectives; it is
united by the basic principles of government. It has
its own periodization, logic of development, and its
own results, as well (so far, they are intermediate).

The goals and objectives of national deve-
lopment were outlined by the President back in
1999 in his first program article “Russia at the
turn of the Millennium”, in which Vladimir Putin
noted: “The chances for a decent future are as
follows: the Russian idea, a strong state and an
efficient economy”?’.

These guidelines, although they seem rather
broad, actually became the basis for Vladimir
Putin’s practical actions, concrete legislative
decisions taken by the head of state and the Federal
Assembly of the Russian Federation throughout
the period from 2000 to the present (Insert 2).

18 Toshchenko Zh.T. (2015). Phantoms of Russian Society. Moscow: Center for Social Forecasting and Marketing.

Pp. 19, 37.
19 Ibidem.

20 Russia at the turn of the Millennium. Nezavisimaya gazeta. December 30, 1999. Available at: https://www.ng.ru/

politics/1999-12-30/4_millenium.html
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The Russian Federation in the First Quarter of the 21st Century. The President Has Set Tasks until 2030

The facts presented in Insert 2 indicate that
all the key management decisions made by
Vladimir Putin over the past 24 years were aimed
at the implementation of the guidelines he had
announced at the very beginning of his work as
president.

And during the same period, he publicly
announced the principles of public administration
that he was guided by throughout his presidential
terms: personal responsibility and state interests.

“In Russia the head of state has always been
and will always be the person who is responsible
for everything in the country... my work will be
guided solely by the interests of the state.
Perhaps it will not be possible to avoid mistakes,
but what | can promise and what | do promise is
that | will work openly and honestly”.

We should note that these principles manifested
themselves not in the public rhetoric of the head of
state, but in practice, when the President had to
deal with one of the most “painful” issues at that
time — the power of the oligarchs.

February 28, 2000 (in fact, on the eve of the
presidential election held on March 26), Vladimir
Putin announced to the “high and mighties” the

principle of “equidistance of all market entities
from power”. He stressed that nothing can be
done in the country without creating “absolutely
equal conditions” for all market participants and
participants in the game on the political stage; and
that this is “essentially the process of creating a
new image of the country”.

“We believe that all the players in politics and
the economy must have a level playing field so that
nobody can gain any advantages by cozying up to
the authorities from the left or the right... Nothing
can be accomplished without solving this issue.
That is why the building of a legal structure and the
fight against corruption take on such importance.
This is not just routine work in the law enforcement
field. It is, in effect, about creating a new image of
the country”>®.

At the same meeting, the oligarchs received a
clear signal that work should be conducted around
the national idea, rather than a particular political
figure; this dealt a blow to the very essence
of the so-called “semibankirshchina”?, the
most notorious representatives of which were
subsequently either arrested or ousted from the
country.

% Vladimir Putin’s speech at the Inauguration Ceremony, May 7, 2000. Available at: http://www.kremlin.ru/events/

president/transcripts/21399/videos

26 Vladimir Putin’s opening address at a meeting with high-level campaign workers, February 28, 2000. Available at: http://

www.kremlin.ru/events/president/transcripts/24146

2 The term “semibankirshchina” (“seven bankers”) was used in the Russian media in 1996 and several subsequent years to

name a group of the largest representatives of the Russian financial business (oligarchs) who played a significant political and
economic role, owned the media, and informally united, despite internal disagreements, in order to ensure the re-election of
Boris Yeltsin for the next term in the 1996 presidential election.

November 1, 1996, an interview with Boris Berezovsky was published in the Financial Times newspaper, in which he named
seven people who control more than 50% of the Russian economy and jointly influence the adoption of the most important
domestic political decisions in Russia:

1. Vladimir Potanin (ONEXIM Bank),

2. Vladimir Gusinsky (Most-bank),

3. Mikhail Khodorkovsky* (MENATEP),

4. Pyotr Aven (Alfa-bank),

5. Mikhail Fridman (Alfa-bank),

6. Alexander Smolensky (Capital Savings Bank, since 1997 — SBS-Agro),

7. Boris Berezovsky (United Bank).

According to some media, semibankirshchina also included Vladimir Vinogradov (Inkombank) and Vitaly Malkin (Russian
Credit) (source: https://ria.ru/20111108,/483944714.html)

* Included in the register of foreign agents.
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“l don’t think our campaign should center
around a concrete political figure; instead, we
should effectively unite around a political theme,
around ideas that appeal to the majority of the
country’s people”?.

The principle of “hands-on control” mani-
fested itself throughout virtually all of Vladimir
Putin’s presidential terms:

v in the very nature of the public administra-
tion system, which experts called “Politburo 2.0”
in 2012%, and in which the President plays the role
of “chief arbiter”;

v" in making a decision on the accession of
Crimea and Sevastopol to the Russian Federation
(2014);

v"in the amendments to the Constitution of
the Russian Federation initiated by the head of
state, which required, among other things, a
change of the Government (2020)3;

v during the COVID-19 pandemic;

v and, of course, in making a decision to start
the SMO and in Vladimir Putin’s actions in the
subsequent period, when he, as “the person re-
sponsible for everything in the country”, was re-
quired to fulfill the role of not only the head of the

public administration system, but also the supreme
commander-in-chief, and the national leader
around whom society is consolidating.

Thus, the goals, objectives, practical actions
and principles that guided Vladimir Putin over the
past 24 years were formulated and publicly
announced at the very beginning of his presidential
activity, and today they form the unity of the
historical process within which the country was
developing during this period.

Moreover, the progression of Russia’s histo-
rical development was preserved, even though the
external and internal conditions were changing,
and the world itself changed dramatically.

“...both Russia and the world have seen
drastic, and even dramatic, colossal changes.
Twenty years is not a long period by historical
standards, but during eras when the entire world
order is crumbling, time seems to shrink... More
events have taken place in the past 20 years than
over decades in some historical periods before,
and it was major changes that dictated the
fundamental transformation of the very principles

of international relations’’3".

2 Vladimir Putin’s opening address at a meeting with high-level campaign workers, February 28, 2000. Available at:

http://www.kremlin.ru/events/president/transcripts/24146

¥ “Vladimir Putin’s Big Government and the Politburo 2.0”: The report by Minchenko Consulting Communication
Group. August 2012. Available at: https://minchenko.ru/analitika/?curPos=65

3 Voting on amendments to the Constitution took place between June 25 and July 1, 2020 (78% of voters, or 58 million
people, voted in favor of amending the country’s Basic Law). But for the first time, it was the President of the Russian
Federation who made this initiative during his annual Address to the Federal Assembly of the Russian Federation on January

15, 2020.

31 Vladimir Putin’s speech at the meeting of the Valdai International Discussion Club, October 5, 2023. Available at:

http://www.kremlin.ru/events/president/transcripts/72444
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The context in which the President imple-
mented national development tasks prove that the
entire history of Russia over almost a quarter of a
century has been the history of its struggle to
strengthen national sovereignty, to revise the results
of the Cold War and the positions the country had
lost under the leadership of Mikhail Gorbachev and
Boris Yeltsin, and a struggle against the Collective
West trying to hamper this process.

1. “For a country like Russia, existence, mere
existence, is impossible without sovereignty.
Without sovereignty, Russia would cease to
exist’’32,

2. “...1 think this is important for everyone
that no enduring international order is possible
without a strong and sovereign Russia”.

“The concentration of power in the hands of
Yeltsin and his clique has led to a historical disaster.
It brought about the death of almost 10 million
people who did not survive the “reforms” of the
1990s; the collapse of most of the industry and
agriculture; the loss of all foreign policy positions.
This is, in fact, an external management regime,
when American advisers were sitting in Russia’s
ministries and dictating what to do and how to
do it”34,

In his recent public speeches, Vladimir Putin
pointed out that in the early 2000s he tried
to integrate Russia “into the family of so-called

civilized countries”, and “suggested Russia’s
accession to NATO” (Insert 3).

However, the only Russia that was acceptable
to the West and with which it could coexist was a
Russia of the 1990s, or (in the words of Western
politicians themselves) a “gas station masquerading
as a country”®, The reasons for this (according to
experts) are “the unwillingness to deal with Russian
Federation as a global competitor, the desire at all
costs to preserve the formal and informal rules of
the game that were established in 1987—1994 and
that are unilaterally beneficial for the Collective
West”,

“The so-called West, with its colonial practices
and penchant for inciting ethnic conflicts around
the world, not only seeks to impede our progress
but also envisions a Russia that is a dependent,
declining, and dying space where they can do as

they please”’.

The President found such a Russia unac-
ceptable, and he openly stated this, addressing
the Western political establishment directly on
February 10, 2007, during his speech at the
Munich Security Conference: “Russia is a country
with a history that spans more than a thousand
years and has practically always used the privilege
to carry out an independent foreign policy. We are
not going to change this tradition today...”3*

32 Results of the year with Vladimir Putin, December 14, 2023. Available at: http://www.kremlin.ru/events/president/

news/72994

3 Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

3* Afonin Yu. Yeltsin is a traitor and the personification of catastrophes. Available at: https://kprfrzn.ru/analitika/jurij-

afonin-elcin-predatel-i-olicetvorenie-katastrof

3 U.S. Senator John McCain. Available at: https://russian.rt.com/inotv/2014-03-16/Makkejn-Rossiya---eto-benzokolonka
3¢ Belousov D.R. Socioculture-2040: A challenge to the integrity of society — a view from the side of technology development.
Horizon 2040. P. 391. Official website of the Agency for Strategic Initiatives. December 29, 2023. Available at: https://asi.ru/

library/main/198226/

37 Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

3% Vladimir Putin’s speech at the Munich Security Conference, February 10, 2007. Available at: http://www.kremlin.ru/

events/president/transcripts/24034
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Subsequent events (the 2008 war in Georgia,
mass protests in 2011 — early 201242, which were Here it will be appropriate to recall exactly how
fueled by the Western media** and which occurred historical documents describe the U.S. foreign
exactly when Joe Biden failed to persuade the policy in relation to the Soviet leadership.
then Russian President Dmitry Medvedev to run Excerpt from NSC 20/1: U.S. Objectives with

for a second term so as to prevent the possibility Respect to Russia, August 18, 1948: “Our basic

of Vladimir Putin becoming president for the objectives with respect to Russia are really only two:
third term*, the 2014 coup d’etat in Ukraine) — a. To reduce the power and influence of Moscow...;
all these were attempts by the Collective West to b. To bring about a basic change in the theory and
stop the process of strengthening Russia’s national practice of international relations observed by the
sovereignty. government in power in Russia...”

Since the very beginning of his work as
president, Vladimir Putin was focusing on
strengthening national defense capability, the December 15, 2021 (that is, 21 years after
vertical of power and the national identity of Vladimir Putin talked to Bill Clinton about the
Russian society. Thus, he understood that the possibility of Russia joining NATO), the Ministry
Collective West would not be able to accept Russia’s of Foreign Affairs of the Russian Federation
sovereignty so easily because its hatred (or maybe handed over to the American side a draft treaty
even fear) toward the successor of the USSR runs between the Russian Federation and the United
too deep; and the USSR represented an effective  States of America on security guarantees and an
alternative to the liberal ideology of the Western agreement on measures to ensure the security of
“consumer society”. the Russian Federation and Member States of the

42 Here are some examples:

v the rallies on December 5 at Chistye Prudy and on December 10, 2011 on Bolotnaya Square in Moscow, according to
estimates of the Moscow Police Department, gathered up to 25 thousand people;

v" December 24, 2011, a protest rally on Sakharov Avenue gathered 29 thousand people;

v’ February 4, 2012, the rally “For Fair Elections” on Bolotnaya Square, according to various estimates, gathered from
36 thousand to 120 thousand participants;

v" February 26, 2012, two protest actions called “The Great White Circle” and “Seeing Off Putin’s Political Winter” took
place in Moscow; according to various sources, from 11 to 34 thousand people took part in the action;

v' March 5, 2012, a coordinated mass rally took place on Pushkin Square, from 14 to 30 thousand people participated
in the rally;

v" March 10, 2012, another rally was held on Novy Arbat. According to official data, about 10 thousand people participated
in it, according to the organizers — 25 thousand people;

v' May 6, 2012, the action “People’s March” or “March of Millions” in Moscow gathered from 30 to 120 thousand people.

4 Examples:

v White House press secretary Jay Carney called the rallies a positive sign of support for democracy in Russia;

v Reuters wrote that many were hurt by the castling in the tandem;

v' The Washington Post believes that before the elections, the government made too many mistakes and the aura of
invulnerability began to dissipate around Putin;

v The Los Angeles Times noted a huge number of cases of abuse of power;

v" Le Figaro pointed out a popular question in Russia concerning the lack of an alternative to Vladimir Putin.

4 “On the eve of the next presidential election in 2012, U.S. Vice President Joseph Biden paid a working visit to Moscow
(March 9, 2011). According to experts, this demonstrated “the West’s support for Dmitry Medvedev’s potential candidacy for a
second presidential term” or, in other words, was directed against Vladimir Putin’s return to the post of President of the Russian
Federation” (source: Will Joe Biden try to dissuade Vladimir Putin from running for president of the Russian Federation in 2012?
Available at: http://www.moscow-post.com/politics/000129922924180/).
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North Atlantic Treaty Organization. Moreover,
as noted on the official website of the Russian
Foreign Ministry, “the American side was given the
necessary explanations of the logic of the Russian
approach in a detailed form, and the relevant
arguments were presented”*.

In fact, it was another attempt to come to an
agreement with the United States, like the one that
the President had undertaken in the early 2000s.
We may call it the second proposal for peaceful

“...we were doing everything in our power to
solve this problem by peaceful means, and
patiently conducted talks on a peaceful solution
to this devastating conflict. Behind our backs, a
very different plan was being hatched. As we can
see now, the promises of Western leaders, their
assurances that they were striving for peace in
Donbass turned out to be a sham and outright
lies.... Now they admit this publicly and openly,
and they feel no shame about it...

In December 2021, we officially submitted draft
agreements on security guarantees to the USA and
NATO. In essence, all key, fundamental points were
rejected. After that it finally became clear that the
go-ahead for the implementation of aggressive
plans had been given and they were not going to
stop’’+°.

coexistence of sovereign Russia and the Collective
West. But it was an attempt to reach an agreement
at a qualitatively different level: it was not put
forward by a “post-Yeltsin” Russia, but a stronger
Russia, with a high level of consolidation of society
around the President and patriotic values, with
an amended Constitution, with a neutralized
“fifth column”, with a reviving military-industrial
complex, with large-scale international relations...

Therefore, the nature of this attempt was
appropriate — from the standpoint of the national
interests of sovereign Russia, it was Putin’s
“ultimatum”, as “dubbed” by the Western media
(the American magazine National Interest)”*.
In particular, one of the key conditions of this
“ultimatum” was as follows (Article 4): “The
Russian Federation and all the Parties that were
member States of the North Atlantic Treaty
Organization as of 27 May 1997, respectively, shall
not deploy military forces and weaponry on the
territory of any of the other States in Europe in
addition to the forces stationed on that territory as
of 27 May 199774,

However, instead of looking for compromises®,
NATO countries put into effect their “Ukraine
as an anti-Russia” plan, and our country was
forced, instead of just strengthening its national
sovereignty, to defend it, and to fight for its
preservation.

4 Official website of the Russian Foreign Ministry. A message to the media. December 17, 2021. Available at: https://www.

mid.ru/ru/foreign_policy/news/1790809/

46 Presidential Address to the Federal Assembly, February 21, 2023. Available at: http://www.kremlin.ru/events/president/

news/70565

47 Petrov G. NATO will discuss “Putin’s ultimatum” collectively. Available at: https://www.ng.ru/world/2021-12-

19/1_8330_nato.html

4 Agreement on measures to ensure the security of the Russian Federation and member States of the North Atlantic
Treaty Organization. December 17, 2021. Available at: https://mid.ru/ru/foreign_policy/rso/nato/1790803/
4 January 26, 2022, U.S. Secretary of State A. Blinken stated that “the United States will not abandon the principle of

‘open doors’ in NATO” (source: Blinken: The United States will not abandon the principle of “open doors” in NATO. Available
at: https://tass.ru/mezhdunarodnaya-panorama,/13535663), and NATO Secretary General J. Stoltenberg noted: “We cannot
compromise on the principles on which our security has been based for decades” (source: NATO and the United States rejected
Russia’s security proposals. How will Putin respond? Available at: https://www.business-gazeta.ru/article/537506).
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Therefore, the inevitability of the SMO, its
forced nature (which the President has always
emphasized) is perhaps the main thing that one
needs to know about Russia’s position in this
conflict. Vladimir Putin pointed out many times:
“It was not us who started the so-called “war in
Ukraine.” On the contrary, we are trying to end it”*.

“We were not the ones who started the war
in Donbass, but, as | have already said many times,
we will do everything to put an end to it”’>'.

And, as we see, only a complete and in-depth
analysis of the entire period of Vladimir Putin’s
presidential terms allows us to fully understand the
essence of this inevitability: starting with his first steps
to “equidistant” the oligarchs from power, through
the 2007 Munich speech and the 2014 “Crimean
Spring”; and, on the other hand, considering all
the numerous attempts of the Collective West to
stop the process of strengthening Russia’s national
sovereignty, to return it to the “semi-colonial” state
in which it existed after the defeat in the Cold War
and the collapse of the USSR in 1991.

Thus, schematically, the entire chronology of
the stages that have led to the phase of active
confrontation between Russia and NATO looks
like this:

1. 2000 — rejection of Vladimir Putin’s
proposal to build partnership relations with the
West.

2. February 10, 2007 — Vladimir Putin’s
Munich speech.

3. 2014 — coup d’etat in Ukraine. Accession of
Crimea and Sevastopol to the Russian Federation??
after a referendum held in Crimea on March 16,
20143, “Crimean Spring”.

4. 2021 — Russia’s demands for security
guarantees (in fact, Vladimir Putin’s second
attempt to build peaceful relations with the Collec-
tive West, which was also ignored).

5. February 24, 2022 — present — special
military operation.

6. October 5, 2022 — admission of four new
constituent entities to the Russian Federation —
the Donetsk People’s Republic, the Lugansk
People’s Republic, the Zaporozhye Region, and
the Kherson Region.

30 Vladimir Putin’s speech at the meeting of the Valdai International Discussion Club, October 5, 2023. Available at: http://

www.kremlin.ru/events/president/transcripts/72444

3! Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

32 On the admission of the Republic of Crimea to the Russian Federation and the formation of new constituent entities
within the Russian Federation — the Republic of Crimea and the Federal City of Sevastopol: Federal Constitutional Law 6-FZ,
dated March 21, 2014. Available at: http://www.kremlin.ru/acts/bank/38220

53 During the referendum on March 16, 2014, the majority of the population of the Crimean Peninsula (96.77%) voted in
favor of reunification with Russia. According to the head of the Crimean referendum commission M. Malyshev, turnout was

83.1% (source: https://ria.ru/20150316/1052210041.html).

3% A brief chronology of the accession of four new regions to the Russian Federation:

September 23—27, 2022, referendums on joining the Russian Federation were held on the territory of the DPR, LPR,
Kherson and Zaporozhye regions. According to their results, 99.23% of residents of the Donetsk People’s Republic voted for
joining Russia; 98.42% of residents of the Lugansk People’s Republic; 93.11% of residents of the Zaporozhye Region; 87.05%

of residents of the Kherson Region.

September 29, 2022, Vladimir Putin signed the decrees recognizing the independence of the Zaporozhye and Kherson

regions (decrees 685, 686).

September 30, 2022, a ceremony was held to sign agreements on the admission of the Donetsk People’s Republic, the
Lugansk People’s Republic, the Zaporozhye Region and the Kherson Region to Russia and the formation of new constituent

entities of the Russian Federation.

October 2, 2022, the Constitutional Court approved a package of documents on the admission of the Donetsk and Lugansk
people’s republics, the Kherson and Zaporozhye regions to Russia.
October 3, 2022, deputies of the State Duma of the Russian Federation unanimously ratified the relevant treaties on the

admission of four new territories to Russia.

October 4, 2022 — the treaties on the accession of of the DPR, LPR, Kherson and Zaporozhye regions to the Russian

Federation were ratified by the Federation Council.

October 5, 2022 — the President signed the relevant federal constitutional laws.
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In addition, the process of strengthening
Russia’s national sovereignty, implemented by the
RF President over the past 24 years, has been
complicated not only by the situation in the
international arena (regular attempts by the
Collective West to interrupt this process), but also
by the internal situation in the country, which can
be called the “legacy of the 1990s”: the presence of
a significant number of high government officials,
who (here we agree with many experts) can hardly
be called “elites” (Insert 4).

In his Address to the Federal Assembly, the
President pointed out: “The word “elite” has lost
much of its credibility. Those who have done
nothing for society and consider themselves a
caste endowed with special rights and privileges...
are definitely not the elite”>.

The so-called “elites” impede’® the imple-
mentation of national projects, facilitate the
inclusion of Russia in the Bologna education
system, promote the optimization of healthcare,
guide the activities of the Central Bank that
receives instructions from the “global financial
backstage” (as some experts have long noted)*’; the
“elites” are behind many other processes, which
are also aimed at including Russia in the system

of the Western world, but with one caveat — on any
terms, but without preserving national sovereignty.

According to experts, before the start of the
SMO, the President could only “slowly push
aside the liberal ‘coterie’, but he could not oust
it completely, so as not to quarrel with
the West”3%,

“Former Russian Prime Minister Mikhail
Kasyanov* has left Russia and now lives in Latvia.
Deputy Prime Minister Aleksandr Dvorkovich has
left for the United States. Israel was chosen as
a place of residence by former deputy heads
of government I. Klebanov, A. Khloponin and
Ministers Ya. Urinson and M. Akimov. Former
head of State Property A. Kokh lives in Germany.
V. Khristenko has an apartment in Spain. Former
Deputy Prime Minister O. Golodets lives in two
countries, one of them is Spain. Former heads
of the Presidential Administration of the Russian
Federation live abroad (V. Voloshin, V. Yumashev
with B. Yeltsin’s daughter Tatyana), as well as former
ministers and their deputies (A. Kozyrev, E. Skrynnik,
A.Vavilov, I. Chuyan, A. Reimer, etc.), many former
governors and their deputies, hundreds of federal

government officials!’”>?

5 Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/

president/news/73585

¢ Extra money. Why is the implementation of national projects stalling in Russia. Available at: https://fedpress.ru/

article/2407222
7 See, for example:

“This is virtually a criminal act, those who did it would have been imprisoned long ago in a normal country” Glazyev is
tough about the collapse of the ruble and the betrayal of the Central Bank. Available at: https://dzen.ru/a/ZNs82nPxVOkOhfFB;
Khazin M. The collapse of the ruble — a revolt of the elite? Available at: https://tsargrad.tv/news/specoperacija-cb-protiv-

rublja-kurirovalas-izvne-cepochku-prosledil-hazin 847657,

The State Duma called the Bank of Russia a “foreign agent” because it is fulfilling the West’s plan for the collapse of the
ruble. Available at: https://newdaynews.ru/moscow/802765.html;

Katasonov V. The Central Bank is conducting subversive work inside Russia. Available at: https://news.rambler.ru/
science/49211433-tsentrobank-vedet-podryvnuyu-rabotu-vnutri-rossii-ekonomist/

8 Delyagin M.G. The second period of V. Putin’s rule: The destruction of liberal myths. Available at: http://www.nakanune.

ru/articles/17523/

% Toshchenko Zh.T. Old and new faces of betrayal. Pravda, 2023, no. 86, January 30.

* Included in the register of foreign agents.
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After February 24, 2022, when the situation
changed dramatically and there was a surge in
threats to national security, many representatives
of the so-called ‘elites’, who did not see how they
can link their personal lives with that of Russia,
left the country on their own. As the President
noted on March 16, 2022, the process of “natural
and necessary self-purification of society” began
in Russia®.

At the same time, many experts started
pointing out that the head of state should take
more decisive steps toward the nationalization of
the elites.

“The state has done a lot to marginalize radical
liberals. This process began in 2000 and took 24
years with several administrations changing. The
influence of the liberals on the ideology of
Russia has steadily declined, but it remains very
significant, primarily in culture, education and
science. Only liberals, or those who have not
received clear and precise instructions from
above, can fight liberalism so uncertainly and for
such a long time. While just as steadily, but just as
slowly - sometimes freezing in the same frame for
a year or more — patriotism was rising. This was
demanded by “Crimea Is Ours”, and even more
so by the SMO. But even here, the government
acted as cautiously and uncertainly as it did with
the dismantling of liberalism”¢e.

However, while all the goals of the SMO have
not yet been achieved (“demilitarization and
denazification of Ukraine”®’) and while agreements
on peaceful (albeit “cold”) coexistence with the
Collective West have not been reached, it is hardly
possible to solve the problem of nationalization of
the elites.

First, the process of formation of new elites is
still “stalling”®® in Russia. As the President pointed
out, a new Russian elite must be formed from the
participants of the special military operation.
“They should take leading positions in the system
of education and upbringing of young people,
in public associations, state-run companies and
privately held businesses, federal and municipal
administration. They should head regions and
enterprises, as well as major national projects”® (to
this end, in his Address to the Federal Assembly of
the Russian Federation, the President announced
a new mechanism for the formation of managerial
personnel — a special personnel program “Time of
heroes”).

“...today I met with students who temporarily
quitted studying, many of them went to the war
zone - it these people that should form the elite

of the country in the future””°.

¢ Vladimir Putin’s speech at the meeting on socio-economic support measures for regions, March 16, 2022. Available at:

http://www.kremlin.ru/events/president/news/67996

% Dugin A. Drone-ideology for volunteers. Available at: https://zavtra.ru/blogs/dron-ideologiya_dlya_volonterov
7 The address of the President of the Russian Federation to the Russians on February 24, 2022. Available at: http://www.

kremlin.ru/events/president/transcripts/statements/67843

6 Khaldey A. What is the nationalization of the elite? Available at: https://regnum.ru/news/polit/2606896.html
% Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

70 Vladimir Putin’s speech at the meeting on socio-economic development of Saint Petersburg metropolitan area, January
26, 2024. Available at: http://www.kremlin.ru/events/president/news/73329
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v’ in this regard, the forecasts of many experts

“Starting March 1, 2024, the veterans of the about the prospects for the use of nuclear weapons

special military operations, as well as soldiers are becoming more alarming;

and officers who are currently fighting in active
units, will be able to apply to be in the first class
of a special personnel training program. Let us
call it Time of Heroes. This program will be built
according to the standards of our best projects,
namely, the Higher School of Public Administration,
also known as the “school of governors,” and the
Leaders of Russia contest. Their graduates tend
to reach high positions in many spheres, and even
become ministers and heads of regions”7'.

Second (according to experts), the “personnel
revolution from above” will lead to the “inevitable
weakening of the state and the emergence of so
many vulnerabilities that, under the current
civilizational confrontation with the West, will give
the latter a lot of opportunities to take advantage
of the situation””2.

Thus, today, after two years of the SMO, as well
as on the eve of the presidential election, the
situation inside and around Russia remains
extremely tense:

v' we see attempts to drag our country into a
full-fledged war with NATO, without any reserva-
tions (at least, many Western politicians are active-
ly “preparing” the population of their countries for
such a scenario’);

"I Presidential Address to the Federal Assembly, February 29, 2024. Available at: http://www.kremlin.ru/events/president/

news/73585

“In fact, everything is heading toward the use
of nuclear weapons and, possibly, the destruction
of humanity... Liberalism and its agenda have
brought humanity to a dead end. Now the choice
is either the liberals or humanity”’74.

“The main customers for the sovereignty
strategy are Putin and several people in his
entourage... the emergence of Putin and his group
is not natural, but accidental, spontaneous. If
Yeltsin’s group had seen Putin through, they
would never have chosen him. If there had been
another person instead of Putin, we would have
had a different Russia, a second Ukraine. In fact,
a Yeltsin’s Russia is still alive and hidden behind
Putin’s back in many ways. And everyone is scared:
if Putin leaves, they will come out. Everyone
understands this; therefore, the main goal of the
West is to remove Putin.

They know: if Putin is removed, the elite will
falter. And the people in Russia know it. The elite
is deceitful and corrupt. It is dully silent and keeps
up the facade. No one has combed it out yet, and
even Putin’s inner circle lacks those whom the
people could trust and who could continue the
struggle for sovereignty. But there are plenty of
those who either will not cope, or will bring back
Yeltsinism”7>.

2 Korovin V. Where are you, Putin’s commissars? Available at: https://izborsk-club.ru/23998

73 Some examples:

1. NATO Secretary General J. Stoltenberg (Brussels, January 26, 2024): “If Putin wins in Ukraine, there is a real risk that
he will use force again”.

2. Head of the Norwegian Armed Forces E. Kristoffersen (interview to Dagbladet newspaper, January 21, 2024): “When
this war is over, no one knows what Putin’s next move will be”.

3. German Defense Minister B. Pistorius (interview to Der Tagesspiegel newspaper, January 19, 2024): “We hear threats
from the Kremlin almost every day... Therefore, we must take into account that Vladimir Putin may one day attack a NATO
country”.

4 Dugin A. The turn of history. Available at: https://izborsk-club.ru/25366

75 Khaldey A. The transfer and strategy of sovereignty: Customers and performers. Available at: https://zavtra.ru/blogs/
transfer i_strategiya suvereniteta zakazchiki i ispolniteli
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v" in the internal situation, as before, only
the President and several people in his entourage
(as experts note) remain the only “customers” of
Russia’s movement toward full national sovereignty.
Many representatives of elite circles continue to live
as they used to, hoping that everything will return
to normal.

v' According to VCIOM, the majority of
Russians support Vladimir Putin’s decision to
launch a special military operation (throughout
the entire period of the SMO, the proportion of
those who share this opinion remains stable —
65—68%7°); however, some analysts still pay
attention to the fact that 28% of citizens do not
agree to live according to the principle “Everything
for the front, everything for the Victory!”. This
figure is a “significant indicator. It is almost a third
of the respondents; it is difficult to declare them
cowards, traitors, weaklings, foreign agents, to
drive them out of the country””’.

v" In addition, Russian political scientists pre-
dict that the U.S. will tamper with the very presi-
dential election, using technologies that began to
be developed a year before the start of the special
operation’.

In these alarming conditions, it is extremely
important that the head of state and the Federal
Assembly of the Russian Federation, from the very

beginning of the special military operation, have
adopted many managerial decisions that are aimed
at the highest priority tasks ensuring Russia’s
national security: supporting SMO participants
and their family members, improving the financial
situation of the population and the economy of
the country, increasing the defense capability and
information security of the state, etc. (Insert 5).

The “Horizon 2040” project was launched
in November 2022 by the Agency for Strategic
Initiatives and the Russian Export Center. The
supervisory board (the highest collegial
management body) is headed by the President of
the Russian Federation Vladimir Putin. According
to the authors, “the main objectives of the project
are to form a vision of key challenges and trends
that can occur with varying degrees of probability
in major areas of socio-economic life of both
the Russian and global communities, as well
as identify key opportunities and threats to
development on the horizon of 204o0... “Horizon
2040” brought together more than 130 leading
Russian experts in the fields of demography,
ecology, climate, energy, technology, space,
healthcare, food, socio-cultural issues and

economics”?9.

76 Special military operation: Two years later. VCIOM analytical review. February 24, 2024. Available at: https://wciom.
ru/analytical-reviews/analiticheskii-obzor/specialnaja-voennaja-operacija-dva-goda-spustja

77 On the willingness of Russians to adjust their lives according to the needs of the SMO. Nezavisimaya gazeta. February
27, 2024. Available at: https://www.ng.ru/editorial/2024-02-27/2_8957_red.html

78 Mukhin A. External interference in the 2024 election in Russia and possible implications: Report. January 2024. 18 p.
Available at: https://polit-info.ru/images/data/gallery/0_311_vmeshatelstvo 2024.pdf

7 Horizon 2040. November 14, 2023. Pp. 3, 7. Official website of the Agency for Strategic Initiatives. December 29, 2023.

Available at: https://asi.ru/library/main/198226/
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We should note that not only the head of state,
but also the expert community has a clear idea
about the future of Russia, about the priorities of
its internal development, international relations
and, in general, about the role of our country in
an emerging multipolar world (Inserts 6, 7). After
the beginning of the SMO, there appeared a large
number of publications on this topic®, as well as
large-scale projects bringing together dozens of
experts from various fields of knowledge, such
as “Horizon 2040” and “Worldview of Russian
Civilization. Through Polyphony to Symphony”.

The “Worldview of Russian Civilization.

Through Polyphony to Symphony” project was first

presented on December 9, 2023 at a conference at
the Saint Petersburg State University organized
by the Izborsk Club. Experts from the Izborsk
Club are authors of the project (A. Prokhanov,
V. Averyanov, M. Maslin, A. Ivanov, A. Boldyrev,
V. Bagdasaryan, etc.). According to V. Averyanov,
“the goal of the project is to formulate the
foundations of the national worldview as a result
of the sum of collective efforts of many generations
of thinkers, the “conciliar mind”... The successful
implementation of the project will make it possible
to equip the Russian administrative and political
elite with a worldview apparatus in order to
manifest a more unambiguous and effective vector
of state identity”’'.

A clear understanding of Russia’s future,
expressed in the Presidential Address and in the
assessments of many experts, inspires optimism

% See, for example:

and urges us to focus on the present-day issues:
how effectively will Russia be able to overcome
this dangerous historical period in all respects?
When will this happen and what position in the
geopolitical space will our country have after the
end of the SMO? Will the ideological, spiritual
and moral trend set by the “Crimean Spring” and
launch of the SMO continue and forever change
the face of the country (society, culture, ruling
elites ...)?

All these issues are acute, and it is still difficult
to find answers to them (there are too many
unknowns in the equation). But in the end, we
need to remember how effectively the President
and Russia as a whole have managed to cope with
all the challenges that have stood in the way of the
historical movement toward strengthening national
sovereignty over almost a quarter of a century.

This is clearly evidenced by objective data from
official statistics and indicators of subjective
assessments of public opinion: according to the
key indicators of national and social development
(such as the area of Russia’s territory, population,
life expectancy, objective and subjective indicators
of the dynamics of the standard of living and
quality of life, death rate from murders and
suicides, assessment of activities of the authorities,
etc.) Russia under Vladimir Putin has made a
significant step forward compared to the condition
in which Boris Yeltsin “left” it in 1999 (7ab. 3).

And it is no less important that over the past
20 years the understanding of the country’s
development vector toward the “revival of the great
power”, “the return of socialist ideals and values”

Toshchenko Zh.T. (2023). Social contract as a noumenon: The experience of sociological understanding. Sotsiologicheskie

issledovaniya=Sociological Studies, 6, 3—15;

Balatsky E.V., Ekimova N.A. (2022). Social contract in Russia: Before and after 2022. Journal of Institutional Studies, 3,

74-90;

Dementiev V.E. (2023). Communicative concept of the social contract and formation of the course of economic
development. Economic and Social Changes: Facts, Trends, Forecast, 16(4), 57—70;

Dugin A. The basics of Russian ideology. Available at: https://izborsk-club.ru/25133

%1 Sources: https://izborsk-club.ru/25060; https://zavtra.ru/blogs/russkoe_mirovozzrenie ot manifesta_k politike

vosstanovleniya_suverennosti_i_velichiya
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Table 3. The results of Vladimir Putin’s presidential terms according to

official statistics and people’s subjective assessments

1999 (last year Dynamics
Indicator of Boris Yeltsin’s 2023* (+/-),
presidential term) 2022 to 1999
Official statistic indicators**
Area of the Russian Federation, thousand square kilometers 17075.4 17125.2 +49,8
Population (at the end of the year), million people 145.6 146.4 +0,8
Life expectancy at birth, years 65.93 72.73 +6,8
Ratio of average incomes of the richest 10% to the poorest 10%, times 141 13.8 -0,3
Number of unemployed, thousand people 9094 2951 -6143
m;nt]:gl ;ngtlja[iligr\]/vith money incomes below the subsistence level, % of 98 4 9.8 186
Number of registered crimes, thousand 3001.7 1966.8 -1034,9
Death rate from homicide, per 100 thousand people 26.2 3.7 -22,5
Death rate from suicide, per 100 thousand people 39.3 9.2 -30,1
Indicators of subjective assessments of the population***, % of respondents

Level of approval of the RF President’s work 8.6 61.4 +53
Share of positive assessments of purchasing power of incomes 27.9 62.7 +35

Share of positive assessments of social self-identification 23.3 452 +22
Share of positive assessments of social mood 31.0 65.6 +35
Share of positive assessments of stock of patience 43.6 76.6 +33
Dynamics of protest potential 352 17.7 -18
* Statistical data — for 2022; data from opinion polls — for 2023.
** Sources: Federal State Statistics Service, Prosecutor General’s Office of the Russian Federation.
*** Source: VoIRC RAS public opinion monitoring.

Table 4. Perceptions of the region’s population concerning the idea of uniting Russian society*, % of respondents

Dynamics
Answer option 2002 2023 (+/-),
2023 to 2002

The idea of uniting the peoples of Russia in order to revive it as a great power 22.6 49.3 +27
The idea of strengthening Russia as a state governed by the rule of law 221 35.8 +14
The idea of uniting peoples to solve the global problems facing humanity 78 239 +16
Return to socialist ideals and values 6.6 19.7 +13
The idea of uniting all Slavic peoples 5.0 174 +12
The idea of confrontation with the West, self-reliance 32 13.7 +11
The idea of individual freedom, the priority of the interests of the individual over the
: 3.9 8.5 +5
interests of the state
The idea of national uniqueness, a special historical mission of the Russian people 2.3 9.0 +7
The idea of rapprochement with the West, Russia’s entry into the pan-European 3.9 44 I
community . .
The idea of cleansing society through the Orthodox faith 4.1 3.1 -1
Other idea 0.2 2.3 +2
Difficult to answer 31.9 22.1 -10
The wording of the question “What idea, in your opinion, is capable of uniting our society?” No more than three possible answers.
Source: VoIRC RAS public opinion monitoring.
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and “confronting the West with our own means” has
strengthened in society and in public consciousness
(and not only in strategic documents or targets set
out by the head of state) (7ab. 4).

In our opinion, the change in Russian society
over the past 20 years (strengthening its national
identity) is the overall result of the entire period of
Vladimir Putin’s presidential terms (including his
Munich speech, “Crimean Spring”, amendments
to the Constitution of the Russian Federation,
etc.), and not only a consequence of the growing
threats to national security in the context of the
SMO.

Thus, a fact-based analysis of the political
course pursued by Vladimir Putin over the past 23
years shows that it has always been based on the task
of restoring Russia’s sovereignty, which it lost after
the collapse of the USSR. In order to continue to
fulfill this task in the face of threats and obstacles
purposefully created by the Collective West so as
to slow down the process of strengthening our
country’s national sovereignty, the head of state
had to radically change the course of the Russian
Federation’s foreign policy: from sincere intentions
and real attempts to integrate Russia into the
Western world to a direct opposition to the NATO
bloc (and the only reason for such a “U-turn”

was the refusal of the Collective West to recognize
Russia’s national sovereignty).

Currently (after the beginning of the SMO),
Russia is going through an extremely difficult and
dangerous, but crucial historical period accompanied
by comprehensive internal changes, which should
be considered exclusively in the context of the entire
historical path of Russia’s development in the first
quarter of the 21st century. And the 2024 presidential
election is one of the important intermediate stages
of this path.

Ultimately, at stake in the civilizational conflict
between Russia and the Collective West is the
possibility of our country moving toward the future,
the guidelines of which were announced in the
Presidential Address on February 29, 2024.
The question is whether this movement will be
interrupted, and Russian society plunged into
another state of “trauma”...

Therefore, it is for a reason that the head of
state ended his Address with what is the crucial
point at the moment: “Today, making good on all
these plans directly depends on our soldiers, officers
and volunteers — all military personnel that are
now fighting at the front... It is our fighters that are
creating today the absolutely essential conditions
for the future of the country and its development 2.
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Introduction. The confrontation of ideologies in
the 20th and 21st century

The paper continues a series of works
(Volkonsky, 2022; Volkonsky, 2023), that consider
major ideological (semantic) factors determining
the historical development of peoples and power
structures. In order to formulate the aim of the
study, we should first describe the current situation
in the political and socio-ideological spheres. The
above works investigate crucial processes of global
historical development of the past century on the
basis of the following fairly realistic postulate (or a
fairly well-founded hypothesis): since the beginning
of the 20th century (perhaps more precisely, since
the creation of the socialist state of the USSR),
the confrontation between Western countries and
countries of non-Western civilizations, or supporters
of a unipolar world (UPW) and supporters of a
multipolar world (MPW) has become a “semantic
core”, a configuration of dominant ideologies that
define the majority of other semantic and target
structures. The era of confrontation can become
very long and contain alternating periods similar to
the current escalation on the verge of the “great war”
and periods of relatively peaceful coexistence of the
West and non-West civilizational poles, similar to
the “d tente” of the 1970s (with the continuation
of the cold, information and ideological war and
occasional local hot wars).

The nature, meanings and drivers of this
civilizational confrontation in the 21st century differ
sharply from its characteristics in the 20th century.
Throughout the 20th century, the main factor
in the confrontation was the opposition of the
ideological paradigms “socialism — capitalism”
(with the temporary dominance of the ideology of
Nazism in Europe) and the institutional structures
of economic management. In the 1920s, the party
and governmental center of the USSR had to build
an unprecedented economic system that provided
sufficient motivation for the effective work of a
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huge people without using the capitalist mindset
for personal enrichment and without the stimulating
role of economic inequality. More precisely, this
factor had to abandon its role as the main driving
force and remain on the sidelines. Assessment of
merit to society became the crucial factor (one
of the key factors distinguishing socialism from
capitalism). There was no developed theory to build
this; the design and construction were carried out
largely through trial and error. Basically, this task
was completed: an unprecedented management
system for the economy and the entire vast country
was designed and built according to the type of
management of a large company.

Under the influence of several factors, the
ideology of socialism was fading alongside a steady
decline in the USSR’s economic growth rate. The
idea of the need to combine the plan and the
market was naturally asserted, and this brought
the communist ideology closer to the ideology of
convergence, which was developed by the most
prominent Western political scientists (in particular
John Galbraith). The foundations of Marxist theory
needed to be updated. Fundamental problems
of dividing capitalist society into classes of the
bourgeoisie and the proletariat and the class struggle
have ceased to rule over public attention. Among the
domestic problems, the formation of the ruling elite,
for example, has become no less important.

Challenges related to intercountry and cross-
country relations, primarily induced by the
confrontation between the West and the USSR,
have become much more acute. This confrontation,
like all intercountry contradictions, was unfolding
not only in the ideological sphere. An individual
usually identifies themselves primarily with
a particular community or with its center, or
governing organization, rather than an ideology.
Ideologies are important in the confrontation of
civilizations, but the confrontation of their bearers
is even more important.
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But not everyone could appreciate the severity
and inevitable importance of these challenges.
The problems of economic and technological
development and international cooperation in
this area came to the fore. Apparently, it should
be recognized that the Cold War was won by
Western politicians and ideologists who managed
to create the impression in a significant part of the
Soviet governing stratum that the West is ready
to recognize the Soviet Union as an equal and
sovereign member of the “universal” community
of developed countries on an equal basis with the
countries of Western Europe and North America.
In fact, Western (mainly Anglo-Saxon) leaders and
ideologists hatched a project to split the Soviet elite
and support that part of it that is ready to sacrifice
sovereignty and submit (“temporarily!”). Later,
this project will be called the “color revolutions™!
method. It was a deception of the Soviet elite, which
not only Gorbachev believed, but ... “I long to be
deceived myself!” (many call it betrayal).

The demise of the USSR and the socialist
commonwealth led to a sharp decline in the role
of communist ideology in the world and the
importance of the struggle of ideologies as the
crucial driving force of history. There is a well-
known Leninist formula: “An idea becomes a
power when it takes hold of the masses”. Older
generations are used to considering ideology as
an unconditionally dominant system of ideas
and semantic paradigms among the people, as
an inspiring image of the Future, as a system
comparable to religious faith. They perceive the
current situation when ideological factors cease
to play critical part in the process of historical
development as a “spiritual vacuum”.

Meanwhile, periods when ideology plays such a
role and the people show unconditional unity are
exceptions rather than the rule. In other periods,

' Judging by the fundamental role that the ideology of
superiority plays in the structure of Western societies (see the
following sections), it could not be otherwise.

Economic and Social Changes: Facts, Trends, Forecast

Volume 17, Issue 1, 2024

the role of ideologies, the processes of their
development and confrontation do not act as key
factors in the life of society, but are concentrated
in its more or less narrow layer, which is called the
ruling stratum or elite. It is this stratum (or class)
that develops an ideology, protects it from hostile
influences, and communicates it to society. It is the
main bearer of ideology.

Thus, the work aims to revise the idea of the
bearer of ideology that is familiar to a large part of
Russians, but is not quite in line with the modern
period, and to consider the problems that arise
when representing this idea more adequately.

Ideologies and their bearers

The modern historical period is a difficult time
for Russia not only because of the special military
operation that evolved into a “hybrid war” waged by
the Collective West against Russia. The avalanche
of sanctions that has fallen on the system of foreign
economic relations has produced a range of not
only technological and logistical, but also political
challenges. Currently, for Russia, one of the critical
tasks is to get out of the ten years of economic
stagnation. If we look at the 2009—2019 period alone
(before the coronavirus pandemic and the SMO),
we see that GDP growth at that time was only 9%?2.
In a multipolar world, civilizational poles in the
form of associations are being formed. One of these
poles is the Eurasian one with Russia as its center.
The goal is to ensure the attractiveness of Russia’s
socio-economic structure for those countries that
have become or may become friendly or cease to
be hostile. The Russia—Africa and Russia—Latin
America summits, and the expansion of the BRICS
coalition prove that the goal is feasible.

There have been many situations in the history
of Russia when the existence of the country
depended on rapid and radical transformations.

2 The economic development of Russia after the
destruction of the Soviet Union, the main problems and the
necessary economic reforms are discussed in detail in an
extensive paper by A.G. Aganbegyan (Aganbegyan, 2022).
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People are able to cope with a multitude of grave
challenges. And the foundation lies in the unity of
the people, the revival of their spirits, the rise of
passionarity, which depend on their moral state,
the viability of their ideology. So far, what we see
is a clear lack of passionarity. And we can hardly
say that we know how to get the people and their
elite to “awake” (as for the possibilities of the social
sciences, see the next section). But the continuous
study of the socio-psychological life of the people,
their system of values and meanings, and methods
of influencing this aspect of societal life is a priority
task for the government. In addition, in order to
address the complex of tasks facing the country, it is
necessary, first of all, to specify them and determine
priorities for their implementation; what we need
is a worldview. In our opinion, the definition of
the concept of ideology can be as follows. Ideology
is a system of ideas about the world and value-
based and semantic paradigms that dominates in
a certain community, promoting and directing the
life of its members’. Ideologies can be scientifically
substantiated or based on religious faith; they can
be clearly perceived by their bearers intellectually,
or present a combination of intuitive beliefs and
unconscious assessments and aspirations.

In the modern information and knowledge
society, in the context of a tough ideological
confrontation between the West and the Non-West,
the role of ideology is not reduced to the task of
socio-economic development; it literally determines
the question of life and death, unification or
disintegration of society. Since Soviet times, we
have been used to the fact that the most important
condition for ideology to fulfill its function is its
reliance on the social sciences. The possibilities
and limitations of the social sciences are discussed
in the next section. The major conclusion (lesson)

3 This definition does not contradict the concept of
ideology in the philosophical dictionary (Kirilenko G.G.,
Shevtsov E.V. (2010). A Concise Dictionary of Philosophy.
Moscow: AST: SLOVO, Poligrafizdat).
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from the history of the tragic death of the beautiful
ideocracy of the USSR is as follows: ideology should
not become a rigid lifeless dogma. This thesis has
become familiar due to its being repeated a thousand
times, but it rarely gives a clear and concrete
presentation of what it means in life, in practice.
Ideology should be a living ideology, responding
to all new events and challenges, always fighting
and defending its system of values and meanings.
And it should be open to broad discussions and
necessary changes. The top officials of the party
and government should fully participate in it. Of
course, special institutions are needed to develop
the sciences of society and ideology, to study its
perception and assimilation by society (we should
say that the tasks of updating the theoretical part of
the official ideology were also very serious). Under
a tough confrontation with the information and
ideological institutions of the West, the Soviet elite
could not create such conditions. Repression and
prohibitions had to be used. The dogmatization
and the loss of energy and influence of the official
ideology was followed by the expansion of the
influence of the capitalist ideology — consumerism
and the enrichment mindset.

It is advisable to distinguish between two
concepts that are named ideology. Society is always
guided by a certain set of generally accepted
knowledge, principles, moral rules and restrictions,
value orientations and semantic paradigms that are
not always perceived clearly and that have different
extent of influence on the behavior of members
of society and groups. This complex will be called
deep ideology (DI). It is formed and based on the
entire culture of the people, on their mentality and
psychology*.

But the formation of national policy and the
education system, which is especially important for

4 Deputy Elena Drapeko explained in detail in her speech
in the State Duma what the patriotic ideology should be and
what role it plays in the process of educating youth (Drapeko,
2023).
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the upbringing of the next generations, requires an
intellectually formalized complex: basic knowledge
about nature and society, rules of thinking and
conduct, value orientations and semantic paradigms
(in particular, an image of the future). Intellectually
formalized ideology (IFT) is a kind of stem or core
of deep ideology. In Soviet times, this core was
represented by Marxism—Leninism and historical
materialism®.

Currently, alongside a decline in the political
role of ideologies (possibly, the emergence of a
“spiritual vacuum”), the importance of IFI turns
out to be less prominent than the more complex
and multidimensional phenomenon of DI. IFIs
can be universal and not related to a specific
carrier community, while the dominant DIs in
various communities usually differ significantly. An
ideology (both formalized and deep) of such a large
community as a people does not cover the entire
complexity of its internal and external relations,
needs, traditions, and culture.

Smaller communities that emerge and function
— social strata, ruling groups, financial and political
corporations, etc. — remain outside the framework
of ideology. Each of them can form its own ideology,
which the community uses for its own purposes. All
this applies to the ruling stratum, the bearer of the
dominant ideology.

The ruling stratum

To understand the mechanism of interaction
between ideology and society, it is necessary to
consider the formation of its bearer — the ruling
stratum. The creators of Marxism have established

> For modern Russia, with the continuing danger of a
split of the ruling stratum, a rethinking of history, especially the
Soviet period, is of the utmost importance. V. Baghdasaryan
(Bagdasaryan, 2023). What is wrong with it? About the new
history textbook. Zavtra. No. 36) discusses in detail the
problems of such reinterpretation based on the material of the
new textbook of Russian history for grades 10 and 11 by authors
V.R. Medinsky and A.V. Torkunov. He calls this textbook the
beginning of the creation of a “unified conceptual version of
the presentation of the historical process of the 20th — 21st
century”.
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that the main role in the formation of ideology
belongs to the bourgeois class. This ideology
reflects the interests of the capitalist class, and its
representatives have the opportunity to extend it
to the whole society. But the ruling class plays a
decisive role not only in the economy. It influences
society through power relations. The main instru-
ment of power is the state. Even in the era of rapid
development of capitalism, the ruling stratum
included not only financial and industrial magnates,
but also government officials.

Back at the turn of the 19th and 20th century,
Italian sociologists Gaetano Mosca and Vilfredo
Pareto® showed that the ruling stratum (class), or
elite, which has more power than the state, often
plays a major role in the social structure, and uses it
as a tool to their advantage. This stratum defines the
foundations of politics and forms the personnel of
the government. The interests of the ruling stratum
may coincide with those of the state and society as
a whole, but at times they may differ significantly.
While the interests and semantic paradigms of both
the state as a fairly cohesive community and the
ruling stratum may differ from the deep ideology
that has developed in the rest of society. Such
situations can lead to serious political crises.

Mosca and Pareto studied the political sphere
of society and the phenomenon of power. The
bourgeoisie constituted the majority of the ruling
stratum and enjoyed most of its influence. But
the elite, the main social stratum endowed with
power, combines different elements according to
their origin (inheritance), social status, and type
of activity. In 1956, American sociologist and
political scientist Wright Mills put forward a clear
and quite specific description of the structure of the
U.S. ruling elite” (Mills, 1959). Thus, according

¢ Russian translations: (Mosca, 1994; Mosca, 1995;
Pareto, 2007).

7 A detailed description of the development of ideas
about the ruling stratum is given in the book by M. Khazin and
S. Shcheglov (Khazin, Shcheglov, 2017, chapter 4).
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to Western sociology, the actor guiding the deve-
lopment of society is in most cases the ruling elite,
and the state is the main tool in its hands.

Conclusions about the priority role of the ruling
elite in relation to the state were made by Western
sociologists based on the study of societies of
Western civilization. A comparison of the structure
of societies in Russia, China and in the countries of
East Asia with the countries of the West indicates
profound differences®. In particular, in these
non-Western countries, the state has significant
independence and much greater authority and
power compared to other parts of the ruling stratum.
It usually defines the foundations of social ideology
and the directions of necessary transformations in
society. In the “state—elite” pair, it is the state that
turns out to be the actor that forms the elite as a
tool for solving the problems of society (in the way
it understands them).

We should point out an interesting fact: Chinese
historians — ideologists of Confucianism write that
in China, in the ideology of society and in real
practice, the state does not serve as an expression
and executor of the ideas and attitudes of society
(the prevailing view in modern developed countries).
The state has always been and remains the educator
of society; the state can and should develop and
adjust human nature “because of its disposition
to goodness” (Renaissance..., 2011). In Russia, in
most historical epochs, the fact of belonging to the
elite (nobility) was inextricably linked to the duty of
service to the sovereign. Historians call this type of
elite the service class people.

G. Mosca raises the question regarding the
reasons for the change of one ruling stratum (the
ruling class, the ruling elite) along with its state to
another (Quigley later wrote about this in
relation to the change of any “tools” of Western
expansion). Mosca considers the common reason

8 A brief description of these differences is given, for
example, in the book (Volkonsky, 2021, section 2.2).

46

Volume 17, Issue 1, 2024

for the weakening of the ruling stratum to be
its separation from society, suppression of any
possibility of control by society, elimination of the
need to respond to its changing demands and take
into account the possibility of loss of power. In the
context of social mobility, there should be a gradual
(rather than radical) renewal of its composition
and its ideology. When separated from society,
the ruling stratum begins to feel permissiveness, it
becomes infected with moral degradation. The state
apparatus is affected by the disease of bureaucracy,
corruption is growing.

In the conditions of modern confrontation of
civilizations, the reason for the change of the ruling
stratum can be found in the transformation of its
politics, ideology, and partly its composition under
the influence of foreign power centers and their
special services imposing their own ideology. Such
transformations took place during the orchestration
of “color revolutions” by Western centers. In fact,
Mosca’s concept turned out to be the theoretical
basis of G. Sharp’s “color revolutions™ technology.

Splits in the ruling stratum

Mosca, as a historian, makes the following non-
trivial conclusion: the stability of the ruling stratum
(class) with its ideology is determined by the
presence of a “second stratum” that is not allowed
to have personal contacts with the governing core
of power and therefore acting and making decisions
based on the ideology they adhere to®. The “first
stratum”, and even more so its governing core,
which forms a new ideology and a new power
structure, usually represents a too narrow, small
group. It uses a much more numerous “second
stratum” to connect with a wide mass of potential
supporters, to spread a new ideology, and to ensure
the stability of power. Thus a split in the ruling class
takes place.

% Tt is an interpretation of Mosca’s concept given in the
book (Khazin, Shcheglov, 2017).
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One of the most productive approaches to
studying the dynamics of elites and their ideologies
is presented in a book by Peter Turchin (Turchin,
2023). Based on many historical examples, the
author shows a situation where the number of
applicants for the status of a member of the ruling
stratum is growing rapidly, while the number
of “places” in this stratum, in the elite, remains
relatively unchanged. “Disappointed” applicants
whose expectations to get a “place” in the elite
have failed form a counter-elite with an alternative
ideology and start fighting the “first stratum” of the
ruling class (according to G. Mosca).

Sometimes the split can be overcome without
serious shocks, but some conflicts of this kind
escalate to coups d’etat and even to civil wars.
Bourgeois revolutions are usually an escalation of
conflicts between the rapidly growing bourgeoisie
(contenders for places in the political elite) and the
old feudal elite. P. Turchin calls the reasons for such
processes “overproduction of elites”.

His book also provides examples of how to
address the “overproduction of elites” without
socio-political upheavals. Such an example can be
found in a rapid growth of the capitalist class in
terms of their number and wealth in the United
States in the second half of the 19th century. For
example, in 1860—1870, the number of millionaires
in the United States increased from 41 to 545
people. The overgrown bourgeois class was unable
to effectively perform the functions of the governing
stratum — to form and implement a unified policy
and ideology. It was still the “second stratum”,
while the “first stratum” consisted of politicians
and aristocrats.

The period of the 1870s and 1900s, which is
called the Gilded Age, was extremely chaotic and
contradictory. However, the process of acquisitions
and mergers was steadily underway, which made it
possible to reduce the number of contenders for
elite positions — the top management of major
companies. The members of this small community,
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had real power in society just in virtue of their
position as heads of large organizations. Gradually,
they joined forces with professional politicians
after the model of the English establishment.
The remaining members of the capitalist class
made up the “second layer” of the elite or joined
the middle class. Alongside the processes in the
socio-economic sphere, there was a process of
revising the old ideology, a struggle of supporters
and opponents of strengthening the “second
layer” and its unification with the old elite. There
emerged the Great Merger Movement (1895—
1904). Business leaders put forward an idea that
unlimited competition was harmful to both society
and economy. Business circles (containing a small
number of members) easily united and acquired
more and more power over the legislative and
executive bodies of government.

A. Fursov and M. Delyagin, in their works on
the history of Britain and the Anglo-Saxons,
systematically use a crucial term: the subject of
strategic action (SSA). M. Delyagin defines SSA
as “an intra-elite group that is united by long-
term interests well understood by its members and
that possesses tools to reproduce and maintain
its influence” (Delyagin, 2023, pp. 8—9). Such a
subject is undoubtedly necessary for modern Russia.
Only it should not be about interests, but primarily
about the ability to maintain continuity for a long
time in understanding and preserving the patriotic
sentiment as the main transpersonal meaning. At
different historical stages the group may include
representatives of different social strata, and the
image of the future may change. But for Russia in
the modern historical situation, the very realization
of the need for such a strategic entity seems to be a
priority task. Judging by the use of the concept of
SSA by A. Fursov and M. Delyagin, in G. Mosca’s
model of the ruling class it corresponds to its
governing core rather than the entire “first stratum”.

The role of the “second stratum” is especially
important when the “first stratum” is decaying, in
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conditions when the actions of the governing core,
its policies, for one reason or another, cease to meet
the requirements of society, the dominant ideology.
During such a period, the “second stratum” may
“become infected with the same disease”. This
may lead to a radical change in the ruling stratum,
and in the modern era of confrontation between
civilizations — to a severe crisis in the country, and
turn its development in the other direction (to the
victory of a “color revolution™).

However, the presence of a “second stratum”
can also provide the opposite effect — help to
preserve the ruling stratum, ideology, and the
direction of historical development. The “second

» [13

stratum”, “charged” with the dominant ideology,
puts forward a new group that is claiming power
and that purifies and renews the ruling stratum
and grants it an additional period of rule. Such
historical results include the J. Kadar group
coming to power in Hungary after the suppression
of the 1956 uprising, and the group of L. Svoboda
and G. Gusak — in Czechoslovakia after 1968.
Without the presence of a “second stratum” in
the communist parties of these countries, further
development along the socialist path would have
been impossible.

In many societies, institutions are emerging and
being specially built to distinguish the elite stratum
from the rest of society in order to ensure its
privileged position, its cohesion and the reliability of
its patriotic sentiment. An example can be found in
a phenomenon such as the establishment in British
society; it is formed primarily with the help of the
elite education system (private schools and elite
universities) aimed at developing “administrative
intelligence and strengthening physical health
(Delyagin, 2023, chapter VII). The entire English
elite sent their children from the age of six to private
boarding schools, where merciless long-term
“cramming and training” awaited them. They were
actually removed from the family (they visited their
families only on vacation).
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Examples of the application of the presented
concepts to modern problems

Currently, most of the ruling class in developed
countries comprises workers of science, education,
healthcare, and managers of enterprises and
institutions, i.e. a community of people of high
intellectual and cultural level. Back in the early
20th century, this rapidly growing sector of
the population in many countries was poorly
represented in government structures — this is the
most important part of the contenders for elite
places. In English society, the establishment has
lost its socially recognized status of superiority.
One of the important reasons, though not the main
one, was the discrepancy between elite education
and the new tasks and needs of society: university
graduates were able to lead a huge empire, but had
no scientific engineering, pedagogical or medical
knowledge.

Describing this conflict in the UK, M. Delyagin
compares it with a similar conflict in Soviet society
(Delyagin, 2023, pp. 195—206). The analogy with
the British process consists mainly in the
composition of the conflicting parties. One side
of the contradiction was the party elite (the real
government), the other was the intellectual youth
working in scientific and high-tech institutions and
enterprises. M. Delyagin attaches great importance
to this conflict in the destruction of the USSR: it
“led to catastrophic consequences” (Delyagin,
2023, p. 195). We find it difficult to agree with
this opinion. The youth did not seek power, they
needed information and creative freedom. The
social mobility elevators continued to operate,
although they began to malfunction. Party leaders
were restricting this freedom not because they feared
that physicists and mathematicians would oust them
from government. There was an onset of a period
when the energy of transpersonal meanings started
to weaken, a period of “ideological vacuum?”.
Most party leaders and ideologists understood
the need to include the energy of a market-based
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semantic concept, i.e., the transition to a system of
“combining the plan and the market”. The ideology
of perestroika was oriented toward such a transition.

Since the 1970s, several options for deep reform
in the economic and political system have been
developing in government structures. However,
there is not yet a sufficient amount of open
materials about these developments and about
the groups that were their carriers. Such a factor
as the “overproduction of elites” can explain
little in the processes of the late 1980s and the
collapse of the Union. Conversely, one of the most
important factors (if not the main one) was the
influence of information and ideological centers
and special services of the West on these processes'.
The standard of living in the USSR remained
significantly lower than in Europe and North
America, and was no longer rising. A significant
proportion of the ruling class consisted of people
who were convinced that the way out of the crisis for
Russia was to become an “ordinary liberal capitalist
country” and return to the community of Western
countries.

Due to a rapid growth of the social stratum of
educated intellectuals, there is always a danger of
the emergence of a community of those who claim
to participate in the management of society, and a
split of the type of “overproduction of elites”. Such a
split did not become a serious problem either in the
British Empire or in Soviet society. The fact is that
in both cases the opportunity was constantly open
for dissident passionaries to come forward and climb
the ladder of the socio-political hierarchy away
from the center, where there is always a shortage
of active intellectuals. In the British Empire, these

10 Undoubtedly, the Soviet special services (KGB and
GRU) played an important role in these processes; by the
1980s these agencies had become largely independent of the
party-state center (Fursov, 2016; Fursov A.L. (2021). The life
and death of capitalism. Zavtra. No. 26, 27, 28, 29; Delyagin,
2023). The evidence provided by historians suggests that it was
the parts of the special services in the late Soviet decades that
formed the core of the “second layer” of the ruling class and its
semantic goals.
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were colonies, in the Soviet Union — regions of
Siberia, the Arctic, the Far East, or assistance to
friendly forces in Africa or Latin America. More
generally, the task of preventing elite splits can
be described as creating a political and semantic
inspiring perspective for dissident passionaries.

One of these prospects is the implementation of
one’s potential in the field of culture, healthcare,
scientific and technological research and
development, as well as in the field of education —
the “production” of the cultural and intellectual part
of human potential. A significant part of the highly
intellectual and cultural stratum, i.e. the elite, works
here. In developed countries, privileged and most
attractive conditions are created for the effective
work of this valuable part of employees, primarily
an increased level of remuneration. Unfortunately,
in modern Russia, this does not apply to all of
the above sectors. E. Uzyakova (Uzyakova, 2023)
provides a comparison of the structure of wage levels
by industry for Russia (2021) and for the United
States (2019). The work considers the ratio (in %)
of nominal wages of employees of the industries in
question to the average for the economy as a whole.
In particular, in the “Education” sector in the
United States the wage level practically coincides
with the average in the economy (most likely,
private elite education is not taken into account in
this indicator), in Russia — 76.7% of the average.
In the “Research and Development” sector in the
United States the payment is twice the average for
the economy, in Russia — 165%.

We clearly see an underestimated level of
remuneration for the work of teachers. A lot has
been said about the need to improve the quality of
the modern education system, which in Soviet
times was considered one of the best in the world.
This problem is multidimensional, and it cannot be
argued that a simple increase in teachers’ salaries
will lead to a quick solution. However, it is necessary
that this problem should become a most significant
and urgent national task.
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The theory of Mosca, Pareto, and Turchin about
the role of the ruling stratum is based almost
exclusively on the historical experience of Western
European countries, without relying on the
experience of Asian or Eurasian countries. This
is due to the profound differences in the social
structure and experience of countries whose
civilizations differ.

In the countries of Western civilization in the
last few centuries, in the “ruling class — state” pair,
it was more often the ruling class, the elite, that was
the subject forming the state as a tool for its goals
and interests. In Russian civilization, the state often
formed the ruling (service) class (Sergeitsev et al.,
2020). This was manifested especially clearly in the
Soviet era: at that time the formation of the ruling
stratum became the most important task of the
state (party-state apparatus) — the task of forming a
human resource to achieve its goals.

Currently, the pivotal factor in the ideology of
any country is the role of an unprecedented, all-
encompassing process of technology development.
D. Acemoglu and S. Johnson write: “Every day we
hear from executives, journalists, politicians and
even some of our colleagues at the Massachusetts
Institute of Technology that we are relentlessly
moving towards a better world thanks to the
unprecedented development of technology...
Of course, problems remain, but talented entre-
preneurs and scientists will invent solutions —
more advanced robots, artificial intelligence at
the human level and any other breakthroughs that
will be required” (Acemoglu, Johnson, 2023).
The authors list absolutely “unimaginable” and
inspiring achievements in connection with artificial
intelligence (Al): “Facial recognition software,
search engines that guess what you want to find,
and recommendation systems that select products
for you that you are likely to like, the interaction
between human speech and computer. Al programs
can recognize thousands of different objects and
images and provide basic translation from more
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than a hundred languages, can invest better than
experienced financial analysts, can help attorneys
and lawyers”.

The opportunities and prospects opened up by
technology development make it an important
element of the value-semantic system both in the
West and in non-Western civilizational poles. In
non-Western countries, it is usually not a goal,
but a means to ensure conditions for human life
and its improvement. And in the West, it acts as
an independent value, as a continuation (with the
necessary adjustments) of the highest semantic
orientation of the capitalist era — orientation toward
the development of production and enrichment.

The main idea of the cited book by Acemoglu
and Johnson is to study negative implications and
issues that generate transformations of public
relations in the uncontrolled (and often rapid)
process of developing new technologies, and
to criticize an overly optimistic attitude toward
technology development (the study is based on
the experience of Western countries). The main
negative problems are related to the growth of
economic inequality, deterioration of working
conditions for large contingents of workers (due
to automation of production) and the increased
control of enterprise managers over employees, and
ruling groups over the entire population (the book
does not explore threats associated with the progress
of military technologies). In general, the authors
remain optimistic and are convinced that society
should and is able to navigate the development of
technology so as it would serve good purposes. To
do this, the ideological space should contain an idea
concerning the technologies that society and people
need, and also which technologies will bring grief or
provoke hostility between people. Such changing
public perceptions in the book are called visions of
a problem or its solution.

The community of historians describing the
origin of socialist societies agrees that such societies
result from the implementation of socialist ideology,
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previously developed as a theory and to some extent
even as a design project. In other words, the most
important role here was played by the IFI, which
corresponded well to the deep ideology of the
working classes.

The process of formation of a modern societal
structure in Western countries is completely
different. Their ideology consists of a “capitalist”
part — individualistic liberalism plus the goal of
enrichment, formed jointly and interconnected
with a system of socio-economic institutions,
and an ideology of superiority (civilizational or
racial), encompassing all social strata in one form
or another. It is supported by a really high level of
economy, technology and quality of life in Western
countries. The unity and stability of both the social
structure and this ideology are also ensured by the
system of government institutions, which is often
called the “deep state”.

The capitalist part of the ideology was formed
jointly with the system of socio-economic insti-
tutions, consistently advancing in different countries
on different sides of public life without anything
resembling a general plan or project. The ideology
of superiority has existed for a much longer time
than the system of capitalism, and is basically
a deep ideology. Of undoubted interest are those
socio-psychological traits that helped the West
to achieve its historical leadership. Let us turn to
Oswald Spengler. In his main work The Decline
of the West (Der Untergang des Abendlandes)
he shows the differences between the worldview
of a Western person from the worldview of non-
Western peoples. Here, for example, is how he
describes the perception of the same actions related
to the expansion and exploration of space. For a
Westerner, this is an idea of “conquering space”
which implies the physical energy of resistance of
the space, “which would be completely impossible
to explain to a Greek”. This idea demonstrates
the “claim of the soul to rule over the alien”. The
metaphysical passion of the Western man strives
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to overcome “all obstacles to his sense of power”
(Spengler, 1998, pp. 449, 517). “The will to power,
also in the field of morality, is the desire to give one’s
morality universal importance, to force humanity
to obey it, the desire to alter, overcome, destroy any
other morality... Whoever thinks differently, feels
differently, desires differently, is bad, an apostate,
an enemy. They must be fought without mercy”
(Spengler, 1998, pp. 495, 499).

In the 20th century, an idea of aggressive
boundless expansion and domination became
the basis of the ideology of globalization. Spengler,
in essence, argues that this is not just the
result of prevailing historical and geographical
circumstances, but the spiritual basis of the
“Faustian soul” of Western peoples. The founder
of DNA genealogy A.A. Klesov hypothesized that
the aggressiveness of Westerners, their inability to
come to terms with the dissimilarity, and even more
so with the alternative of other ethnic groups, other
civilizations, has a genetic character and source''.

The ideology of superiority of the peoples of
Western civilization is the most important factor
ensuring their unity and activation. However, since
the beginning of the 21st century the West has been
gradually losing actual superiority; therefore, the
preservation of real superiority and the idea of it,
rooted in the consciousness of society, becomes
an imperative for which Western elites are ready
to discard any moral norms and restrictions, and
higher values, and the meanings of being. Socio-
political groups and movements are coming to
power, ready to support neo-fascists, provoke
local wars in order to weaken countries resisting
their dictates, and take steps to escalate the war
threatening a nuclear apocalypse.

In the deep ideologies of Russia and China,
unlike in the West, the most important meanings

' The era of mobilization. On self-organization and
human reserve capabilities: A conversation with the editor-
in-chief of the journal “Nauka i religiya” S.Y. Klyuchnikov.
Zavtra. 2023. No. 21.
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are aimed not at achieving superiority, but at
ensuring stability and cooperation between
different ethnic groups and different social strata.
The Russian people achieved the greatest success
when they managed to unite for the common
cause. Communist aspirations toward revolutionary
transformations were mainly aimed at overcoming
capitalist ideology, which was alien to the Russian
and Chinese civilizational codes. The change of
the socialist foundations of the social structure to
capitalist ones in the 1990s led to disastrous results.
And since the 2000s the process of restoring the
system of priorities of the welfare state and the
value of historical tradition, familiar to Russian
civilization (including a significant number of
socialist features in ideology), has begun.

In China, in June 2023, Xi Jinping announced
a “new starting point” — a new, clarified formulation
of the foundations of ideology. Its main idea is as
follows: “The combination and integration of the
basic tenets of Marxism with the best traditions
of Chinese culture is the path that must be
followed to study and develop socialism with
Chinese characteristics on the basis of Chinese
civilization”!?. Given the need for rapprochement
between Russia and China, one can be sure that
a new step by Chinese ideologists will help the
Russian leadership to use the semantic riches of
socialism in ideological work. From the very first
days of his leadership of the Communist Party and
the country, Xi Jinping most often turned to the
wisdom of Confucius. Addressing the youth on
May 4, 2014, he cited 17 Confucian quotes, in
particular: “to reach agreement in the presence of

2 [13

disagreements”, “a noble man considers justice to
be the most important thing in all matters”. I think
there is no need to prove how close these Chinese
ideological paradigms are to the modern deep
ideology of the Russian patriotic elite (even if it is

not framed as a state ideology).

12 Tavrovsky Yu. (2023) A new campaign. Xi Jinping
combined Marxism and Confucianism. Zavfra. No. 31.
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The elevation of tradition as the most important
spiritual value, state support for the study and
understanding of history and the creation of its
balanced image, without unilateral distortions,
corresponding to the “code of the Russian people”,
should become one of the main parts of the ideology
of society and the state.

What can be demanded from the sciences of
society?

Since the knowledge about the world is part of
ideology, it should be recognized that ideology has
to be scientific, i.e. based on provisions verified by
science. However, the value-semantic paradigms
that dominate society or its parts do not necessarily
have to be transferred to ideology. The ideology of
the elite or a part of it can set goals for improving the
social structure and shape the image of the Future.
The bearer of ideology, who has power, as a rule,
sets tasks for science arising from his/her ideological
views and directs the development of science.

Currently, due to the monopolization of the
mass media and control over the content of social
media, it is possible to centrally manage the set of
ideas, perceptions, and assessments that we have
called an intellectually formalized ideology. The
confidence of a significant part of society and
the elite in such an “artificial IFI” is supported,
in particular, by the fact that its key ideas and
provisions are presented as conclusions of science.
It is the task of the political struggle to verify and,
if necessary, refute such ideas and provisions.
This section of our paper provides arguments
in favor of the fact that it is not only a matter of
using provisions that are not related to science,
but that the social sciences themselves are often
overestimated, that their ability to reflect actual
patterns of social processes is very limited.

Nowadays the provision that science is one of
the main driving forces of history is recognized as
an undoubted truth. Its development is the basis for
the creation of new materials, energy sources,
new technology, and, in general, the creation and
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improvement of the human habitat. Participation
of science in the formation of human communities
and man as a biological, psychological, and social
phenomenon is becoming increasingly active. The
impact of science can lead both to strengthening
the morality of society, its unity, security, and to
increasing threats to its existence — splits and
fragmentation (for example, to the orchestration
and triggering of “color revolutions™), exacerbation
of conflicts, up to wars: cold, hot, hybrid. Obviously,
the development of science is associated with serious
moral and value-related issues beyond its scope. But
it turns out that science itself and its capabilities
encounter limitations and doubts related to the
problem of verification and reliability.

When it comes to nature and the natural
sciences, there arise no doubts and philosophical
difficulties. But can we be sure that the findings of
the social sciences provide a picture of society
that meets the verification requirements? That the
fundamental factors determining crucial upcoming
events do not remain outside the framework of
those patterns that are discovered and described by
the social sciences? These questions are answered
(negatively!) by A.N. Kolmogorov’s theory of
complexity. An apparatus with limited recognition
ability cannot understand and distinguish from a
pile of randomness the very “information message”
that would “scientifically” describe a process that
surpasses its recognition ability in complexity. This
provision is also called Ashby’s law.

Science is a part of public consciousness.
Materialistic philosophers believe that the
consciousness of an individual and society
(including science) is a reflection of reality. We
cannot agree with this provision. Accepting this
postulate would mean denying the creative ability
of consciousness. But human consciousness, in
addition to reflecting existing objects, can create
new ones — build new models and projects that do
not exist in reality. The discerning ability of one’s
consciousness and thinking cannot be greater
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than the complexity, diversity of one’s thinking
and behavior, since consciousness itself is also
the subject of comprehension, an object that it
must realize. The same can be said about public
consciousness and social science.

The task of science is to identify and reveal
stable parameters and objective patterns of processes
occurring in nature and society. There is no reason
to believe that the discerning ability of scientists
and scientific organizations researching the life of
society is more complex than the object of research,
i.e. those actions and ideas that are created by
major historical figures, their communities and
organizations. For any pattern, there is such a group
of members of society whose actions and ideas do
not fit into this pattern. Of course, regarding the
patterns discovered by the natural sciences, it is
also impossible to guarantee absolute reliability.
However, possible violations of the pattern are very
small or the probability of their occurrence is quite
small.

Erich Fromm describes the difference between
humans and animals in a similar way (Fromm,
1992, p. 43). An animal adapts to the environment,
to its ecological niche and lives in harmony with
it or dies. A person often goes beyond the limits
outlined for them by nature. And they do not have
an inherited instinctive program of behavior for any
new situation and are looking for new solutions.

If violations of the pattern can be considered
insignificant and unimportant, then the pattern
is recognized as verified and scientifically sub-
stantiated. Any patterns that are used in practice are
based on trust in them. The trust factor is especially
important when using the social sciences.

A person has to make serious decisions in
the context of uncertainty. Scientific knowledge
makes it possible to drastically reduce uncertainty,
identify highly probable and almost incredible
consequences. The authority of science plays a
crucial role when it comes to theory as the basis
of ideology. An example is the Marxist—Leninist
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theory, which largely determined the direction of
historical development for the whole 20th century.

An individual and his/her community, their life
and development are characterized by such high
complexity that the question arises: how is it that
for long periods of time (historically calm) not
only scientists, but also ordinary people understand
the causes of events and confidently predict the
state of society for several years ahead? As a result
of the cultural and civilizational development of
peoples and other communities, institutions such as
morality, law, customs, religions and ideologies arise
that limit the “infinite” variety of possibilities for
human actions and even thoughts (initially limited
only by natural conditions). The same institutions
can empower a person, but at the same time they are
put under the control of the community.

These considerations show that the science of
society cannot be required to have the same reliable
and universal knowledge as the natural sciences.
The patterns discovered by science “exist” for a
very short time, because modern society is rapidly
changing. They do not look like the “products” of
fundamental natural sciences. Knowledge about
society can be very valuable, and most often its value
and effectiveness is manifested if it is used “here
and now”. Long-term strategies have to be built on
the basis of current knowledge. But one needs to
be ready to constantly check and update both this
knowledge and the strategy itself. We can say that,
for the most part, the science of society is an applied
science.

The use of Marxist science by Vladimir Lenin
can serve as an illustration. According to Marx’s
theory, which arose as part of the study of the
development of Western European countries,
the communist socio-economic system can be
established only after and on the basis of the
development of capitalism. At the beginning of the
20th century, capitalism was underdeveloped in
Russia, the bourgeoisie did not play a significant
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political role, most Marxists believed that the
Marxist party should support the bourgeois-
democratic revolution and the government whose
policies would contribute to the development of
capitalism.

At that time, civilizational differences between
Russia and Europe had not yet been sufficiently
studied and known. But Lenin understood that
science could not be directly used as a basis for a
plan of action. In particular, in Marxist science,
state power does not play a decisive role that it
has always played and is playing in Russia. At the
same time, he was most aware and felt that for the
profound transformation of society, which is the goal
of the Communists, in Russia they need the fullness
of state power and a powerful semantic, ideological
foundation. A new type of party (modeled after
religious orders) was intended to become its bearer.
Marxist science served as an essential tool for this:
it provided the communist Goal and Ideology with
the authority of science (at that time, the Marxist
trend was one of the most advanced ones). That is,
Lenin used science not only and, perhaps, not so
much as a theory; he mainly took into account its
applied potential.

At the same time, Lenin went beyond those
limits that history had built up and that social
science had reflected. He showed that the way out
is possible by taking and using power. Not the
power as a main incentive and motivation for the
actions of the majority of great historical figures
and ruling elites — the power as a condition for the
domination of their social group or their class. And,
of course, not the power that Friedrich Nietzsche
wrote about as a way for superman to go beyond
the “too human” (Sergeitsev et al., 2020, pp. 275—
276). For Lenin, power is necessary not as an end,
but as a means of transforming society. The victory
of Lenin’s ideas demonstrates that the complexity
of man and his history is higher than the ability of
social science to “recognize” it.
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The value of science in its “applied” meaning
for the effective management of society is high. This
requires people with great knowledge and charisma,
endowed with a special talent (intuition) to
understand the key issues of the situation that
concern the people they are managing. Many of
these qualities can be obtained as a result of learning
about the sciences of society. In some cases, natural
charismatics can be replaced by professionals.

Personnel for the elite and the problem of
inequality

As already noted, in Russia and China, in the
“ruling stratum — state” pair, during the phases of
normal development of society, the state is the
leading link forming the ruling stratum, the elite.
The most important task of the state is to create
an active, professional, patriotic elite. This section
mainly discusses practical approaches to solving
this problem.

In the Russian Federation, the modern
personnel composition of financial and econo-
mic institutions and state sectoral and territorial
management bodies was formed to a large extent
during the period of the destruction of the Soviet
management system. The existing “personnel
corps” (including managers and owners of large
companies) is far from perfect and arouses a lot of
criticism in terms of professional suitability and
even in terms of unpatriotic ideological views.
Many journalists and political scientists raise
the issue of the need to accelerate the process of
updating the staff of economic managers, improve
the dominant value and semantic paradigms, and
the need for the “transformation of the elite”'3.
This task is implemented by the government. The
question is the choice of methods, mechanisms for
the “selection and promotion” of personnel for the
ruling stratum, as well as ensuring its patriotic life
views, preventing the impact of a hostile ideology.

13 Pereslegin S. (2023). The Oprichnics strategy. On the
prospects of transformation of the elites. Zavtra. No. 5.
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Developed capitalist countries achieved high
results at the expense of market competition, due
to the fact that the most capable entrepreneurs and
“managers” became more financially secure and
influential in society. The ability to find acceptable
ways in the most difficult market situations is no less
valuable than achievements in science or medicine.
But when the amount of personal property serves
as the main factor determining a person’s status
in society, it creates such powerful “spontaneous”
forces generating inequality, that the problem of
limiting inequality becomes (and still remains)
the most difficult problem of humankind'*. The
civilizational code of Russia and its historical
experience are incompatible with the supremacy of
capitalist principles. In addition, the excessive gap
between the poor and the rich is becoming a serious
drag on economic growth, as it hinders the growth
of demand from the majority of consumers.

At the same time, the initial simplified view of
socialism as a system of complete socio-economic
equality is also undoubtedly erroneous. It would
create an extremely unstable society fraught with
constant danger that some part of the elite would be
dissatisfied with their standard of living and social
influence. In poor countries the gap between the
rich top of society and the rest of the population
is usually greater than in rich developed countries.
The reason is that the elites of poor countries strive
to provide themselves with the same lifestyle and
opportunities for social influence as the elite of rich
developed countries. And the governments of poor

4 In 2020, a large book by Tom Piketty (Piketty, 2020)
was published at Harvard University. It is devoted mainly to
the problem of inequality and ideologies opposing or justifying
inequality. Various types of inequality are described in detail:
economic, related to the level of education, with the relations
of the mother country and colonies, etc., as well as the history
of the ideological and political struggle against excessive
inequality and for the support of inequality. Although the
author shows how attempts to create stable regimes that meet
the concepts of justice have constantly collapsed throughout
history, he concludes the book with the belief that a just society
can be built. In his opinion, it will be created on the basis of the
principles of participatory socialism and social federalism.
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countries do not seriously set the task of limiting the
wealth of the elite, since such a policy can provoke
a significant part of the elite, i.e. active, qualified,
capable entrepreneurs, to leave the country.

Excessive growth of economic inequality
became one of the reasons for the rapid (by
historical standards) strengthening and spread of
the ideology of socialism in the 19th and 20th
century and the fact that it became a great semantic
complex on a par with world religions. It is now
recognized that the socialist system can fully utilize
the mechanism of market competition (following
the example of the Chinese Communist Party).
Russia undoubtedly needs to update the ideology
of socialism, taking into account the best features
of the Soviet socio-economic system and modern
approaches. What Russia needs is an ideology of
socialism with Russian specifics.

In Russia, as a result of the transformation of
the economic and social structure in the 1990s, the
problem of inequality sharply worsened. The ratio
of incomes of the richest 10% to the poorest 10%,
which in late Soviet times was 6—8 times, remained
at the level of 15—16 times in 2010—2020. In
terms of inequality, Russia has occupied one of
the top positions among developed countries'.
At the same time, studies by many Russian and
foreign sociologists show that the perception of a
high level of inequality by the Russian population
differs from the perception of residents of other
countries: Russians’ assessment contains much
more criticism. The Russian population considers
the state responsible for the necessary reduction in
inequality (Gorshkov, 2014; Belekhova, 2023).

In rich capitalist countries, as a rule, a
significant part of the population considers a certain
level of inequality to be a completely normal
phenomenon or an inevitable “retribution”
necessary to promote a stimulating effect of the

15 Russia and Countries of the World: Statistics Collection
(2022). Moscow: Rosstat. 400 p.
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capitalist semantic aspiration toward personal
enrichment. The “code” of the Russian people
contains strong elements of the “socialist
aspiration”, which allows for inequality mainly in
the form of moral authority and rejects excessive
material inequality.

The Russian state finds itself “between a rock
and a hard place”. On the one hand, the stalling of
the implementation of publicly stated goals aimed
at a more equitable distribution generates a decrease
in trust in the government, apathy and passivity
among the people (Ilyin, Morev, 2022). On the
other hand, a dramatic change in the mechanisms
of redistribution (seemingly justified by the military
situation) in the context of an information and
ideological war can lead to opposition sentiments
in the stratum of large owners and to its split. If
these dangers have at least a small chance of being
implemented in real life, then it is necessary to
learn to wait, adapting to an unacceptably high level
of inequality: to maintain confidence that this is
temporary; to create conditions so that the patriotic
part of government does not feel poor compared
to the oligarchs. Perhaps the best line of policy is a
slow, step-by-step introduction of a progressive scale
of taxation for income and property. Apparently, the
introduction of personal income tax in the amount
of 15% for high-income people was the first step in
such a project. We will wait for further steps.

Let us return to the task of forming a “personnel
corps” for the managing stratum. In the era of
classical capitalism, the main mechanism for
personnel change was market competition (with
the ruin of bankrupt companies and creation of
new ones). Now, in the era of the dominance of
giant corporations and the increase in the size
of the state apparatus of large countries, more
significant personnel change processes are taking
place within the bureaucratic structures governing
these organizations. Accelerated personnel rotation
by dismissing those who failed and appointing new
ones most often faces the problem of strengthening
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the power of clans, dominance of kinship and
friendly ties, ignoring the business and moral
qualities of applicants for the position. As a result,
a new composition of the management structure
often turns out to be worse than the previous one.

The method that can be described as a design
method proved to be the best back in Soviet times.
A contingent of employees and managers, as well as
organizations involved in the implementation of
a long-term project of priority importance for the
economy or society (for example, a system for
designing and building nuclear power plants for
domestic and foreign customers), stand out and
begin to act according to special rules that differ
from the generally accepted ones, and use special
opportunities. These differences, for example, may
include the obligation of any Russian companies
and government agencies to fulfill, as a matter of
priority, requests for information, orders for certain
types of equipment from the project participants.

The fact that the participants of such a project
are aware of the paramount importance of their
common cause for the country and the people
inevitably becomes a factor uniting them and
forming their semantic paradigms. Participation in
a project has a particularly strong spiritual impact if
the participants are united geographically or often
communicate with each other due to their working
together. Another important quality of the project is
its long-term, strategic nature.

In this sense, projects for the creation and
development of territorial production complexes
(TPCs) can serve as a model. A number of TPCs
in the fields of the Urals and Siberia were created
back in Soviet times and were expected to be further
developed over several generations. For example,
initially, the extraction of metal-containing ores is
established through the supply of mining equipment
from other regions; then machine-building plants
are constructed so as to satisfy their own needs and
to supply products to other regions. Roads and
energy facilities were built ahead of schedule in
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the expectation of future construction of factories
with increasingly complex products. The inevitable
rapid growth of settlements, then cities, and the
development of the personnel training system —
from schools and kindergartens to branches of
the country’s leading universities — are taken into
account'®,

Treating a certain project (which may include
both public and private companies) and its team as
privileged puts it in a monopolist situation and
eliminates competitive incentives for development.
Lack of incentives can lead to degradation of the
project’s management system'’. In such a situation,
the state naturally assumes the main role in creating
incentives, developing opportunities and long-term
prospects for the development of the project. It can
use a variety of tools: influence price ratios, subsidy
systems, government orders, public investments,
etc. The key importance, of course, will belong to
the parameters of the strategic national economic
plan. In the context of the economic war caused by
sanctions, which destroys free markets, it is the state
that can and should create conditions when import
substitution turns out to be the most promising
(more than finding ways to circumvent sanctions
restrictions).

Many large financial, industrial and other
corporations have the ability to create a spiritual
and semantic unity of members of a large
community and boost their labor activity. The
country can and should take advantage of this.

16 B. Martsinkevich writes about Soviet and modern TPCs
and their role in the development of the Russian economy in a
number of articles (see, for example, Martsinkevich B. (2022).
What is a TPC? From import substitution to proactive import
substitution. Zavtra. No. 48).

7 An example can be found in a sharp deterioration
of the situation in railway transport in the 1990s and 2000s.
Experts characterize this deterioration as an example of an
industry where the transition to the market has dealt the “most
devastating blow”; mass theft and corruption, “absence of any
clear prospects and plans to remedy the situation” (Maksimov
G. (2016). Steel will. About the development of railways in
Russia. Zavtra. No. 5).
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So far, stability is more valuable than new
horizons

At the beginning of the paper we listed many
tasks facing Russia. Many of them require serious
and, if possible, rapid transformations in the
economy and other sectors. Journalists and
scientists prove that it is necessary to constantly
monitor and, when required, improve the ideology
that guides the people, concretize the image of
the Future for the country, introduce a progressive
scale of taxation, create a special body that develops
strategic plans... Putin’s management center
understands the need to solve most of these tasks.
But he hesitates, why? After all, we are not talking
about urgent actions that are impossible during the
special military operation. We are talking about
problems that came to light long before it began.
Should we say, as we are already used to hearing
(from both opponents and supporters), about the
“lack of political will”? After such decisions as the
admission of Crimea to the Russian Federation,
the beginning of the SMO, the inclusion of new
constituent entities into the Russian Federation,
such an explanation is completely unacceptable.

The following explanation seems to be the most
convincing. Recent years have shown that the
monopoly possession of means of influencing public
consciousness is a powerful weapon in the hands
of the Western “deep state”. In the context of the
confrontation between the Collective West and non-
Western countries, which has turned into a real
war in the information and ideological space, any
radical changes can create splits in Russian society.

Although significant splits are unlikely to occur
now, the risks associated with them are too high.
During the period of aggravation of confrontation
with the West, any changes and transformations
must be carried out in compliance with the rule or
requirement of maintaining stability of the basic
structures of society and principles of life, unity and
mutual trust between different social strata, between
the government and society.

Conclusion

Let us summarize the main problems and
provisions contained in the article.

1. The article defines the concept of ideology
and suggests its “dual” structure: deep ideology
(DI) — a set of knowledge, principles, moral norms
and restrictions (not always clearly understood) that
guide society in its life, and intellectually formalized
ideology (IFT).

2. The main carrier of ideology is the ruling
stratum, the elite, in Western countries, as a rule,
directs the development of ideology and uses it for
their own purposes. In Russia and China, the
leading link is more often the state, which largely
forms both the ideology and the ruling stratum.

3. Consideration of the problems of modern
development proves the paramount importance of
the ruling stratum for the development of society.
For the Russian state, the most important problem
is to improve personnel selection mechanisms and
create privileged conditions for the ruling stratum
in a situation of existing unjustified inequality.
Approaches to the practical solution of this problem
are considered.
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drawn: 1) indicators for assessing the economic growth of agglomerations, which are unambiguously
defined by federal documents of strategic spatial planning, can be accepted as minimally sufficient and
exclusively for the implementation of an extremely concise version of express analysis; 2) the process of
institutionalization of urban agglomerations management has not been completed; at the current stage,
we are dealing with a “soft” form of both requirements for determining the composition and boundaries
of agglomerations and rules for the formation of long-term agglomerations development programes;
3) it is necessary to develop existing experience in creating strategic plans for the development of urban
agglomerations. The new methodology should combine modern spatial development concepts that
help to find a compromise between state control and the potential of agglomeration management; to
overcome the problem of fragmentation of management and the blurring of the institutional structure
of agglomeration management; to use the tools of quality economics (metrology, standardization and
quality management) in the development of strategies and long-term plans for the development of urban
agglomerations.
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Introduction

The key concept of the current Spatial Deve-
lopment Strategy of the Russian Federation up to
2025' (hereinafter referred to as the Strategy) is the
policy of polarized development. The document
defines the priorities of spatial development that
represent agglomerations as drivers of territorial
growth; priorities for the development of the
infrastructure framework and the boundaries of
macroregions. The emergence of agglomerations
as new objects in the public administration system
necessitates the development and definition of a set
of indicators that will measure economic growth and
development of agglomerations, which stimulates
research in the field of substantiation of an
agglomeration management model (Report on the

' Approved by RF Government Resolution, 207-r, dated
February 13, 2019.

Economic and Social Changes: Facts, Trends, Forecast

Current State.., 2021) and in the field of formation
of assessment approaches (Rastvortseva, Manaeva,
2023; Fauzer, Smirnova, 2023). In modern times
characterized by shifts in the social structure and in
the economy, and amid the geopolitical crisis, these
issues are extremely relevant for Russia and no less
relevant abroad (Castan Broto et al., 2019; Bell et
al., 2020; Grangyvist et al., 2020). This substantiates
the importance of “the quality of management,
and improvements in the quality of planning”
(Okrepilov, 2021a). The management process is
critically dependent on information — decisions
are made on the basis of the information received
(including planning), and the use of components of
the quality economy — standardization, metrology,
quality management — increases the efficiency
and quality of planning, which is confirmed by the
experience of creating strategic documents.
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This management problem substantiates the
relevance of our study, the aim of which is to assess
the information and analytical sufficiency and
quality of indicators recommended for use in the
development of long-term plans for the socio-
economic development of large and largest
agglomerations and determined by documents of
strategic planning at the federal level, using the
example of the Saint Petersburg agglomeration.
Thus, the object of the study is the Saint Petersburg
agglomeration, which belongs to the category of the
largest urban agglomerations?.

To achieve the goal, the following tasks were set
and solved in the study:

1) indicators for assessing the economic growth
of agglomerations were established, and they are
clearly defined by federal documents of strategic
spatial planning;

2) a retrospective analysis of the state of the
socio-economic system of the Saint Petersburg
agglomeration was carried out on the basis of
indicators unambiguously determined by documents
of strategic planning at the federal level,

3) the main trends of spatial and socio-
economic development of the Saint Petersburg
agglomeration were revealed.

Based on the results obtained in the course of
addressing the research tasks, we drew conclusions
about the sufficiency of the recommended set of
indicators for determining the main parameters
of the economic growth of the agglomeration in
order to make strategic decisions and understand
the challenges related to the development of the
agglomeration.

2 A set of compactly located settlements and territories
between them with a total population of more than 1,000
thousand people, connected by the joint use of infrastructure
facilities and united by intensive economic, labor and social ties
(according to the definition given in the Spatial Development
Strategy of the Russian Federation for the period up to
2025 (approved by RF Government Resolution 207-r, dated
February 13, 2019)).
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Research methodology and data

Methodological basis of the research includes
publications of Russian and foreign scientists and
experts on spatial development and management of
urban agglomerations; the current legal framework
regulating certain aspects of the national spatial
development policy; official statistics data.

When starting to discuss the research metho-
dology, it is necessary to take into account the
following fact, which adds complexity in the field
of urban agglomerations development management.
This is the lack of legislative consolidation of the
concept of urban agglomeration, criteria for
classifying territories as such, and methods for
determining the boundaries of agglomerations. The
existing “Methodological recommendations for
the development of long-term plans for the socio-
economic development of large and largest urban
agglomerations™? (hereinafter — Methodological
Recommendations), discussed below, provide only
recommendations for determining the composition
of large and largest urban agglomerations, offering
a list of municipalities recommended for inclusion
in their composition. As a result, according to
experts from the Institute for Urban Economics,
based on the results of their research, today there
is a situation when “the idea of the composition
of agglomerations existing in constituent entities
of the Russian Federation and reflected, among
other things, in current planning documents, in
most cases diverges, and sometimes radically, with
the composition proposed by the Methodological
Recommendations”*. We should note that with
regard to the Saint Petersburg agglomeration, there
is a convergence of opinions on its composition both

3 Approved by Order of the Ministry of Economic
Development of the Russian Federation 669, dated September
26, 2023.

4 On the composition of large and largest urban
agglomerations of the Russian Federation. Institute of City
Economics. 21 p. Available at: https://www.urbaneconomics.
ru/sites/default/files/aglomeracii_-_ ekspress-analiz.pdf
(accessed: October 10, 2023).
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at the federal level and at the level of constituent
entity of the Russian Federation. The same
territories are defined by both Methodological
Recommendations and the law of the Leningrad
Region’.

As noted in L.V. Melnikova’s study, which
presents an analysis of the evolution of “ideas about
efficiency and equality in the spatial development of
the economy” (Melnikova, 2022) for the period
from the 1990s to the present, a model of polarized
development based on “the idea of the fundamental
role of agglomerations in economic growth”
(Melnikova, 2022), It came to the fore in Russian
regional policy in the second decade of the 21st
century. In 2017, “further development of the
urbanization process, in particular the development
of large urban agglomerations”, was identified as
one of the results of the state policy of regional
development of the Russian Federation, which
must be achieved by 2025¢. The national goals
and strategic objectives for the development of the
Russian Federation worked out in 2018, first until
20247, and then until 20308, and the “Unified plan
for achieving the national development goals of
the Russian Federation for the period through to
2024 and for the planning period through to 2030”°
identified territorial differences in living standards

> Regional Law of the Leningrad Region 76-o0z, dated
August 8, 2016 (amended December 19, 2019) “On the
Strategy for Socio-Economic Development of the Leningrad
Region until 2030 and the invalidation of the Regional Law
“On the Concept for Socio-Economic Development of the
Leningrad Region for the period up to 2025” (adopted by
the Legislative Assembly of the Leningrad Region on July 13,
2016).

¢ See Presidential Decree 13, dated January 15,2017 “On
approval of the Fundamentals of the State Policy of Regional
Development of the Russian Federation for the period up to
2025”7

7 Presidential Decree 204, dated May 7, 2018 “On
national goals and strategic objectives of the development of
the Russian Federation for the period up to 2024”.

8 Presidential Decree 474, dated July 21, 2020 “On the
national development goals of the Russian Federation for the
period up to 2030”.

% Approved by RF Government Resolution 2765-r, dated
October 1, 2021 (amended December 24, 2021).
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as one of the challenges, and “the emergence and
development of new centers of economic growth”
was designated as a response to this challenge.

According to the abovementioned plan,
strengthening interregional ties should ensure
improved connectivity of economic growth centers
among themselves and create incentives for
additional development of the centers themselves
and the territories between them. This should lead
to an increase in the quality of life throughout
the country, not through the redistribution of
resources, but through the economic development
of territories, which increases the importance of
managing centers of economic growth. At the same
time, the document notes its role — to form “an
upper-level system of indicators and the main tasks
(factors and a description of the required actions
within them)”'°. This decision was substantiated by
the intention to ensure the operational flexibility
of a mechanism for managing the achievement of
the national development goals. As a result, the
details of tasks, activities, tools, and indicators are
transferred to national projects, state programs,
regional projects and state programs of the regions.
The argument is to improve management efficiency
and ensure a direct link between programs and work
to achieve the national development goals.

As a result, the task of forming a system of
indicators and a methodology for their formation,
which are critical aspects of the agglomerations
management system (centers of economic growth)
is transferred to the level of specific projects and
programs that will be planned for implementation
in specific territories, where, in fact, agglomerations
are located. Given the totality of national goals, the
variety of problems and the difference in the level of
their priority within the boundaries of a particular

10 “A unified plan to achieve the national development
goals of the Russian Federation for the period up to 2024
and for the planning period up to 2030”. Approved by RF
Government Resolution 2765-r, dated October 1, 2021
(amended December 24, 2021).
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territory (Korshunov, 2023), as well as the fact that
agglomeration itself as a national goal is not defined
by these documents, we should obviously assume
that there are several options for the development
of events in terms of building the contour of the
agglomeration management system.

Option 1. The wide variability of the set of
indicators for the management of agglomerations,
which is due to:

1) the presence of a significant number of
management entities (responsible for the imple-
mentation of the program / project conditioned by
the national development goals), since it is highly
likely that not a single program / project will be
implemented in a particular region, but some of
them;

2) the presence of a large set of national
projects, state programs, regional projects and state
programs of the regions that will be implemented in
the territory;

3) different levels of attention to agglomeration
processes and individual aspects of this process,
different approaches explained by the specifics of
projects/programs, the level at which they are
developed (state/regional/municipal), which will
lead to a focus on a certain range of tasks and
measurable indicators corresponding to these tasks.

Option 2. A standard set of indicators recom-
mended (or mandatory) for use at all levels of
management of agglomeration processes, fixed in
methodological guidelines prepared at the federal
level. The preparation of methodological guidelines
will require the federal level of management to
choose a specific theoretical concept on which the
methodology determining these indicators will be
built and to understand the institutional structure
of agglomerations management.

Option 3 represents a combination of options 1
and 2: it is the use of a standard set of indicators and
indicators extracted from systems created within the
framework of program and project management for
achieving the national development goals.
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In this regard, we should note the following. The
formation of an urban agglomeration management
system is of great interest among Russian experts;
nevertheless, the authors avoid the issue concerning
the system of indicators on the basis of which
management decisions should be made. Within
the framework of the problem we are discussing,
an article by Yu.V. Pavlov, E.N. Koroleva and N.N.
Evdokimov (Pavlov et al., 2019) is of interest. It
is noteworthy that at the level of representation of
the synthesized urban agglomeration management
system, obtained on the basis of the analysis of 144
studies, Table 7 of the above study, revealing the
elements of the subsystem of direct and feedback
links of the management system, provides such
an element as state (including legal) regulation
of the agglomeration development, within which
such characteristics as indicators for management
purposes are formalized. But in the authors’
multilevel decomposition of the agglomeration
management system proposed by the researchers,
this element is excluded from the discussion
in relation to all considered models of urban
agglomeration management (contractual, two-level
municipal, one-level, regional).

While agreeing with the researchers that the
complexity of the management object and the
features of the management model require a
balanced approach to determining the indicators
used for management purposes, we believe that
avoiding discussion of this significant element of
the agglomeration management system is not a
constructive step.

The objective existence of the problem is
indicated not only by the analysis of the “upper-
level” strategic planning documents carried out
above and the results of research by scientists
and experts; this also follows from the analysis
of documents on the state strategic planning of
Russia’s spatial development.

The Strategy adopted in 2019, defining the
policy of developing promising centers of economic

Economic and Social Changes: Facts, Trends, Forecast
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growth as one of four priorities, simultaneously
focuses on stimulating agglomeration effects not
only in promising centers, but also on the periphery
(these are the other two priorities of the four stated in
the Strategy), which is defined, first, as “territories
with a low level of socio-economic development,
having their own potential for economic growth, as
well as territories with low population density and a
forecasted increase in economic potential”; second,
as “stronghold settlements”; third, as “border
municipalities”. The fourth priority is linking the
center and the periphery, which is implemented
through ensuring transport accessibility, developing
communication and information infrastructure. In
this regard, we think that a well-founded opinion
was voiced by those researchers who, even at the
stage of discussing the Strategy, argued that it
indicates the state’s refusal to regulate the spatial
organization of the economy and “the transition
from integrated territorial development planning
to infrastructure planning” (Musinova, 2019). In
more recent studies, attention has also been drawn
to the role of infrastructure planning, in particular
to the fact that in the strategies of territories that
fall within the zone of implementation of federal
infrastructure projects, the manifestation of certain
provisions determined by the Strategy is noted most
often (Zhikharevich, 2021).

A large number of growth centers and their
dispersion across the territory of the Russian
Federation are recorded in Appendix 3 to the
Strategy. Such an impressive number of manage-
ment facilities with different characteristics makes
it necessary to have a sound system of indicators
used to determine the main parameters of economic
growth of the agglomeration in order to make
strategic management decisions.

The documents reviewed earlier pointed to
the only way proposed by the legislator — the
detailing of indicators in specific plans, programs,
projects and strategies. This path is not easy and is

Economic and Social Changes: Facts, Trends, Forecast

in the focus of experts’ attention. On the one hand,
it reflects the position of the central government on
how it plans to make agglomerations more attractive
and competitive. There are many difficulties
in extracting the potential of agglomeration
management through the implementation of
state control (Tolkki, Haveri, 2020). On the other
hand, this solution creates a problem that is widely
discussed today in foreign studies by independent
experts (Dixon et al., 2023; Kitchin, Moore-
Cherry, 2020) and at the UN sites''; the problem is
called fragmented governance, which creates great
difficulties for modern territorial planning and
management.

Nevertheless, there is every reason to carefully
study the documents issued in line with the
development of the Strategy so as to identify
methodological recommendations and indicators
recommended for use in the management of large
and largest urban agglomerations.

The first document in this category is the “Plan
for the implementation of the Spatial Development
Strategy for the period up to 2025”2 (hereinafter
referred to as the Plan). Indeed, paragraph 73
of the Plan provides for the “development of
a procedure for coordinating, approving and
monitoring the implementation of long-term
plans for the socio-economic development of
large and largest urban agglomerations; it was
completed almost a year late (in May 2022 instead
of June 2021), but this document' discusses

"' Ist Global State of Metropolis: Metropolitan
Management from Policy, Legislation, Governance,
Planning, Finance and Economics. Preliminary Findings
and Key Messages Booklet. United Nations Human
Settlements Programme (UN-Habitat). Available at: http://
creativecommons.org/licenses/by/3.0/igo/

12° Approved by RF Government Resolution 3227-r, dated
December 27, 2019.

3 RF Government Resolution 996, dated May 31, 2022
“On approval of the rules for the coordination, approval and
monitoring of the implementation of long-term plans for
the socio-economic development of large and largest urban
agglomerations”.
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procedures rather than indicators. At the same
time Paragraph 75 of the Plan provides for the
“elaboration of at least 20 long-term plans for the
socio-economic development of large and largest
urban agglomerations”. Since the deadline for the
event has been postponed from December 2021 to
December 2023, it can be assumed that this is due to
a delay in the preparation of a document regulating
the process of developing plans. And this is true,
the Methodological Recommendations that have
already been mentioned above were prepared only
in September 2023.

Unfortunately, the problem lies in the fact that
the document does not provide certainty as to what
constitutes a system of indicators established by
strategic planning documents at the federal
level for analyzing the state of socio-economic
development of an agglomeration in order to
prepare long-term plans for the socio-economic
development of agglomerations, as well as the
methodology substantiating them. In particular,
Paragraph 1.7 recommends that when developing
a long-term plan, it is necessary to use the
calculation form “Preparation of a long-term
plan for the socio-economic development of
large and largest urban agglomerations”, which
is not attached to the document. It is indicated
that the document (calculation form) “is posted
on the website of the Ministry of Economic
Development of the Russian Federation in the
section “Regulatory support for strategic planning”
(https://www.economy.gov.ru/material/directions/
strateg_planirovanie/normativnoe obespechenic
strategicheskogo_planirovaniya/)”. But when
trying to access the specified link (the last date of
access is November 10, 2023), the document is not
found.

Of great importance for our analysis is Section
3 of the Methodological Recommendations, which
is called “Analysis of socio-economic development
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and forecasting of urban agglomeration develop-
ment”. Describing the analysis algorithm, this
section was designed to form a clear understanding
of the methodology and composition of the
indicators that will be included in the system
substantiating the management decision. The
following algorithm is proposed:

1) conduct an analysis of the current and
forecasted socio-economic development of the
urban agglomeration in order to identify gaps and
deficits and, based on the results of the analysis, set
the values of targets that are to be achieved with the
help of the Long-Term Plan (Paragraph 3.1);

2) identify gaps and deficits, analyze basic
indicators of the socio-economic development of
the urban agglomeration (current values and growth
rates over the past five years) (Paragraph 3.2). It is
also stated here that the list of basic indicators is
contained in the section “Basic indicators of SED”
in the calculation form, which can be reached via
the link given in Paragraph 1.7 to an online source.
But, as noted above, the calculation form is not
found at this address.

Further, Paragraph 3.2 provides a list of
indicators (four in total) defined by the Ministry
of Economic Development of the Russian Fede-
ration as characterizing economic growth and
recommended for analyzing socio-economic
development and forecasting the development of
urban agglomeration. The indicators are as follows:

— volume of shipped goods of our own
production, own completed works and services;

— volume of investments in fixed assets;

— average number of employees of organi-
zations;

— average monthly wage of employees of
organizations.

Thus, the conclusion is substantiated that
most likely the system of indicators characterizing
the economic growth of agglomerations is a wide

Economic and Social Changes: Facts, Trends, Forecast
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list, which to some extent will coincide with the
indicators generated within the framework of the
management of national projects and programs.
Nevertheless, the above four indicators are
clearly and unambiguously defined precisely
as characterizing the economic growth of the
agglomeration; therefore, we will use them when
conducting a retrospective analysis of the state of
the socio-economic system of the Saint Petersburg
agglomeration.

Another conclusion is that, presumably, since
there is no clear indication of a certain methodology
for the formation of indicators and methods
for calculating them, then the entities carrying
out planning have some degree of freedom to
choose the methodology and the formation of
indicators. The most important thing is to ensure
their consistency with the “upper-level system of
indicators” contained in the national development
goals of the Russian Federation.

Let us pay attention to an interesting point
that was revealed when comparing the indicators

unambiguously defined in the Methodological
Recommendations and the indicators established
by the national development goals of the Russian
Federation (7Tab. 1).

The comparison of indicators shows that the
economic growth of the agglomeration should
primarily contribute to the achievement of the
following national goals: “Decent, effective work,
successful entrepreneurship” and “Preservation of
the population, people’s health and well-being”,
which fully complies with the logic of developing
measures to respond to a major challenge defined
as “territorial differences in living standards”,
which was the reason for the adoption of a polarized
development strategy representing agglomerations
as growth drivers.

Next, let us analyze four indicators charac-
terizing the economic growth of the agglomeration,
given in the Methodological Recommendations, in
order to form a substantiated judgment about the
essence of the observed trends in the field of socio-
economic development of the agglomeration.

Table 1. Correlation of indicators characterizing the economic growth of
agglomerations with the national development goals

Indicator defined by Order 669,

No. dated September 26, 2023

Target indicator in accordance with
Decree 474, dated July 21, 2020

1 Average number of employees of organizations

Increase in the number of people employed in the field of small and
medium-sized enterprises, including individual entrepreneurs and
the self-employed, to 25 million people*

2 Average monthly wage of employees of organizations

Ensuring the rate of sustainable income growth of the population not
lower than inflation™;

reduction of the poverty level by half compared to the indicator of
2017

3 Volume of investments in fixed assets

Real growth of investments in fixed assets at least by 70% compared
t0 2020*

4 Volume of shipped goods of own production, own
completed works and services

Ensuring the growth rate of the country’s gross regional product
above the global average while maintaining macroeconomic stability*

Source: own compilation.

* The indicator refers to the national goal “Decent, effective work, successful entrepreneurship”.
** The indicator refers to the national goal “Preservation of the population, people’s health and well-being”.
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Results of the study

The Saint Petersburg agglomeration covers
an area of 17.1 square kilometers, it includes the
entire territory of Saint Petersburg and 19% of
the territory of the Leningrad Region. These are
the following municipal districts: Vsevolozhsky,
Lomonosovsky, Tosnensky, Gatchinsky and
Kirovsky'*. The location of the Saint Petersburg
agglomeration on the territory of the Leningrad
Region is shown in Figure 1.

Production. We should note that although the
Methodological Recommendations indicate that
the proposed indicators are calculated by Rosstat at
the municipal level, it is difficult to find them in
the public domain (a typical situation is that the
general data are presented, but the data in the
context of branches of the municipal economy
are absent) or the presentation is carried out in a

format not comparable to the format of the data
defined for statistics of the constituent entity of
the Russian Federation (Saint Petersburg). This
primarily applies to indicators characterizing
economic activity, in particular, the volume of
goods shipped. In this regard, gross regional product
(hereinafter referred to as GRP) was taken as an
indicator characterizing the volume of production,
presented, among other things, with details by type
of economic activity of the region.

For the same reason, the GRP indicator for
the Leningrad Region was used to assess econo-
mic trends emerging within the boundaries of the
agglomeration in the part formed by municipal
districts included in the Leningrad Region. It was
assumed that the trend observed for the region
as a whole, for the most part, will be typical for
municipal districts.

Figure 1. Saint Petersburg agglomeration on the territory of the Leningrad Region

Compiled according to: Unified State Register of Soil Resources of Russia. Available at: https://egrpr.esoil.ru/content/

2DB.html (accessed: October 19, 2023).

4 The composition of the territories is determined by Order of the Ministry of Economic Development of the Russian
Federation 669, dated September 26, 2023 “On approval of the methodological recommendations for the development of
long-term plans for the socio-economic development of large and largest urban agglomerations”.
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The analysis of statistical data leads to the
following conclusions.

First, the main types of economic activity
(hereinafter referred to as TEA), determined by the
share of contribution of TEA to GRP, for Saint
Petersburg in 2006—2021 are TEA “Wholesale and
retail trade; repair of motor vehicles, motorcycles,
household goods and personal items” (22% in
GRP), TEA “Real estate transactions, rent,
and provision of services” (18% in GRP), TEA
“Manufacturing industries” (17% in GRP) and
TEA “Transport and communications” (13% in
GRP). The average annual GRP growth rate in
Saint Petersburg amounted to 9.44% over the period
under consideration (Fig. 2).

The emerging industry vector is in clear
contradiction with the “industry vector for the
implementation of tasks set for the industry of Saint
Petersburg” (Okrepilov, 2021b) in the Industrial

Policy Concept developed by the Committee on
Industrial Policy, Innovation and Trade of Saint
Petersburg. The trend of sustainable economic
growth based on the industries that form the
basis of the innovative development of the city
(radioelectronic industry, transport engineering,
including shipbuilding, energy engineering), as
well as the most high-tech industries (automotive,
pharmaceutical, food) has not yet been developed.

Second, the main economic activities of the
Leningrad Region in 2006—2021 were TEA
“Manufacturing industries” (28% in GRP), TEA
“Transport and communications” (14% in GRP),
TEA “Construction” (12% in GRP) and TEA
“Wholesale and retail trade; repair of motor
vehicles, motorcycles, household goods and
personal items” (11% in GRP). The average annual
GRP growth rate in the Leningrad Region was
4.33% over the period under consideration (Fig. 3).

Figure 2. Dynamics and structure of the gross regional product of Saint Petersburg
for 2006-2021, billion rubles in 2010 prices
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Compiled according to: Gross regional product in basic prices (OKVED-2007). Available at: https://www.fedstat.ru/
indicator/33379 (accessed: October 19, 2023); Gross regional product in basic prices (OKVED 2). Available at: https://www.

fedstat.ru/indicator/61497 (accessed: October 19, 2023).
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Figure 3. Dynamics and structure of gross regional product of the Leningrad Region
for 2006-2021, billion rubles in 2010 prices
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Compiled according to: Gross regional product in basic prices (OKVED-2007). Available at: https:/www.fedstat.ru/
indicator/33379 (accessed: October 19, 2023); Gross regional product in basic prices (OKVED 2). Available at: https://www.

fedstat.ru/indicator/61497 (accessed: October 19, 2023).

It is noteworthy that, although there is no
complete coincidence of the structure of those types
of economic activity that form the economy of the
territories included in the agglomeration, at the
same time, the share of the contribution of three
TEAs, which are simultaneously significant for Saint
Petersburg and for the municipal districts of the
Leningrad Region included in the agglomeration,

practically coincides and amounts to 52% and
53%, respectively (Tab. 2). It is also worth noting
that TEA “Construction” is among the top four
for the Leningrad Region and is absent from the
topo four for Saint Petersburg, for which the four
foreign economic activities that determine the main
contribution to GRP, include TEA “Real estate
transactions, rent, and provision of services”.

Table 2. Comparison of foreign economic activity by share of contribution
to GRP: Saint Petersburg and the Leningrad Region

Saint Petersburg Leningrad Region
TEA % to GRP TEA % to GRP
Wholesale and retail trade; repair of motor vehicles, 99 Manufacturing industries 08
motorcycles, household goods and personal items
Real estate transactions, rent, and provision of services 18 Transport and communications 14
Manufacturing industries 17 Construction 12
I Wholesale and retail trade; repair of motor vehicles,
Transport and communications 13 . 11
motorcycles, household goods and personal items
Source: own compilation.
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Figure 4. Dynamics of GRP in Saint Petersburg and the Leningrad Region
for 2006-2021, billion rubles in 2010 prices
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Compiled according to: Gross regional product in basic prices (OKVED-2007). Available at: https://www.fedstat.ru/
indicator/33379 (accessed: October 19, 2023); Gross regional product in basic prices (OKVED 2). Available at: https://www.

fedstat.ru/indicator/61497 (accessed: October 19, 2023).

Here it is necessary to take into account how
GRP indicators for Saint Petersburg and for the
Leningrad Region relate to each other (Fig. 4).
Despite the fact that until 2021, the GRP of the
region was about four times lower than the GRP
of the city, and in 2021, as a result of the abrupt
growth of the GRP of Saint Petersburg, this gap
approached seven times, on average, the GRP of
Saint Petersburg grew at a rate twice the growth
rate of the GRP of the Leningrad Region, while the
volume of GRP of Saint Petersburg is many times
higher than the volume of GRP of the Leningrad
Region.

Investments. 1f we consider the cost indicators of
the volume of investments in fixed assets carried out
by organizations located in the territory that makes
up the Saint Petersburg agglomeration (Fig. 5), then
it can be assumed that Saint Petersburg is a driver of
economic development.

But the analysis of the dynamics of the share of
investments in relation to GRP urges us to consider
what could cause a decrease in business investment
activity in the territory of Saint Petersburg. In

Economic and Social Changes: Facts, Trends, Forecast

particular, the following fact was revealed: in 2008—
2021, the share of investments in fixed assets in GRP
of Saint Petersburg decreased from more than 20%
to 7%. At the same time, the share of investments
in fixed assets in municipal districts, which are also
part of the Saint Petersburg agglomeration, in the
GRP of the Leningrad Region, although it had a
downward trend, did not decrease as rapidly as in
the city, and in 2021 it almost equaled the share of
Saint Petersburg (decreased from 10% to 7%).

As noted earlier, GRP growth rate in the
Leningrad Region was two times lower than that of
Saint Petersburg. As a result, it turns out that despite
the high growth of GRP in Saint Petersburg, the
business did not show investment activity, but
invested approximately equal amounts annually in
the city’s economy, which by 2021 led to a more
than twofold decrease in the share of investments
in fixed assets relative to GRP. At the same time,
for the part of the agglomeration that includes
municipal districts of the Leningrad Region, a
different trend was observed — a slight increase in
GRP corresponded to sluggish investment activity,
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Figure 5. Investments in fixed assets of the Saint Petersburg agglomeration
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Compiled according to: Gross regional product in basic prices (OKVED-2007). Available at: https://www.fedstat.ru/
indicator/33379 (accessed: October 19, 2023); Gross regional product in basic prices (OKVED 2). Available at: https://www.
fedstat.ru/indicator/61497 (accessed: October 19, 2023); Investments in fixed assets carried out by organizations located on
the territory of a municipality (without small businesses). Available at: https://pro.fira.ru/search/#themes (accessed: October

19, 2023).

which did not lead to an increase in the share of
investments in fixed assets in the GRP of the region,
but also did not lead to a significant drop in this
share.

The fact that the Leningrad Region is
characterized by moderate investment activity and
the fact that TEA “Construction” is among key
TEAs in terms of contribution to GRP in the
region confirms the conclusions of another work
devoted to the study of trends in the development
of municipalities of the Leningrad Region
located in the zone of intensive urbanization of
the Saint Petersburg agglomeration, namely: the
increase in the intensity of development activity
in these municipalities is due to the development
of industrial zones, location of new production
facilities, organization of industrial parks,
development of new investment sites, development
of housing construction and modernization of
infrastructure facilities (Sviridenko, 2020). A later
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study by this author draws attention to the problem
of fragmented management, which we mentioned
above; this problem had clearly manifested itself
by 2022: it consists in the unsatisfactory quality
and intensity of the investment process in the
agglomeration area due to the insufficient level
of cooperation between the two regions (Saint
Petersburg and the Leningrad Region). The author
sees the solution to this problem in achieving
greater consistency of investment policy within the
framework of development of the Saint Petersburg
agglomeration. The “institutional interaction of the
governing bodies of the two constituent entities of
the Russian Federation” is proposed as a tool for
solving the problem (Sviridenko, 2022).

This fact draws attention to the relevance of a
broad expert discussion not only regarding what an
indicator system should be for the purposes of
managing the development of an agglomeration,
but also regarding the form of institutions in which
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the agglomeration management function should
be implemented, since this is very important for
determining the management quality standards
that would be advisable to follow. Modern studies
of the last three years (Medeiros at al., 2020;
Knickel at al., 2021; Kellokumpu, 2023) show that
the relevance of this issue is increasing. Different
management models also have different goals,
different tools for achieving goals; thus, using the
same indicator template is unlikely to be a rational
decision. Therefore, among the obvious advantages
we can point out the recommendatory nature of
the indicators proposed in the Methodological
Recommendations analyzed above and a certain
degree of freedom that allows forming a system
of indicators based on one’s own vision of the
prospects for the development of the agglomeration
(but with a focus on the “upper-level system of
indicators”) by the heads of territories and citizens
living within its borders.

Population. Monocentricity is one of the
problems of the Saint Petersburg agglomeration

(Solodilov, 2021). Stimulating suburbanization,
which leads to a decrease in the monocentricity of
the agglomeration, seems to be a solution to this
problem. In this regard, studying the dynamics and
structure of the population of the agglomeration,
as well as its settlement, is an important task,
since this knowledge forms the basis for decision-
making on managing the development of the
agglomeration. Our analysis will not address the
issues of territorial and sectoral development of
the Saint Petersburg agglomeration, but individual
indicators characterizing demographic processes
are important for understanding the prospects for
economic growth.

The first question that is of interest based on the
objectives and aim of our study is the place of the
Saint Petersburg agglomeration among the largest
agglomerations in Russia. The composition
of these agglomerations is determined by the
Methodological Recommendations already
given above. Table 3 shows the dynamics of the
population of these agglomerations in the last

Table 3. The average annual number of permanent residents (2019-2021, people)

Agglomeration Years Average annual
2019 | 2020 | 2021 | 2019-2021 growth rate, %
Largest urban agglomerations

Perm agglomeration 1168 551 1168 040 1163 548 1166 713 -0.21
Saratov agglomeration 1199 165 1193 227 1182 027 1191473 -0.72
Omsk agglomeration 1259 634 1246 656 1232125 1246138 -1.10
Krasnoyarsk agglomeration 1267 351 1269 416 1276 212 1270993 0.35
Voronezh agglomeration 1272 926 1273518 1270140 1272195 -0.11
Krasnodar agglomeration 1270334 1289 642 1312 521 1290 832 1.65

Ufa agglomeration 1300 725 1305709 1313050 1306 495 0.47
Volgograd agglomeration 1493 693 1489498 1484102 1489 098 -0.32
Chelyabinsk agglomeration 1526 104 1521354 1523729 -0.31
Rostov agglomeration 1527 599 1534 538 1536 458 1532 865 0.29
Kazan agglomeration 1576 153 1587 570 1598 287 1587 337 0.70
Nizhny Novgorod agglomeration 1814 652 1807 919 1736572 1786 381 -2.18
Novosibirsk agglomeration 2 081 888 2 086 486 2 087 584 2085319 0.14
Samara agglomeration 2106 142 2102 965 2093 143 2100 750 -0.31
Yekaterinburg agglomeration 2108 623 2 113 653 2 113 449 2111908 0.11
Saint Petersburg agglomeration 6 359 051 6 391 543 6410019 6 386 871 0.40
Moscow agglomeration 16 621 311 16 127 719 16 141 112 16 296 714 -1.46
Compiled according to: The average annual number of permanent population. FIRA PRO information and analytical system. Available at:
https://pro.fira.ru/search/#themes (accessed: October 26, 2023); Regions of Russia. Socio-economic indicators. Rosstat. Available at:
https://rosstat.gov.ru/folder/210/document/13204 (accessed: October 26, 2023).
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three years and the average annual growth rate.
According to the data provided, out of seventeen
agglomerations belonging to the largest, for twelve
the population did not exceed two million people,
for three agglomerations it slightly exceeds two
million people, and only two agglomerations have
significantly more than two million people. These
are the Saint Petersburg agglomeration, numbering
more than six million people, and the Moscow
agglomeration, numbering more than sixteen
million people. The growth rate of the permanent
population for nine agglomerations was negative.
The Saint Petersburg agglomeration was among the
eight agglomerations that had positive growth rates
regarding the permanent population.

The largest share of the population of the Saint
Petersburg agglomeration as of 2021 lived in the
territory of Saint Petersburg (84%), Vsevolozhsky
District (8%) and Gatchinsky District (4%). The
following structural changes were noted in
2011—-2021: in Vsevolozhsky District, the share

of the population increased by 2%, and in Saint
Petersburg — decreased by 2%. In addition,
we observe a decline in the annual population
growth rate for 2011—2021 from 1.39% to 0.28%
(Fig. 6).

Since 2018, the demographic situation has been
deteriorating: death rate has exceeded birth rate.
The situation is complicated by a significant drop
in migration growth; for example, in 2018,
population growth was 9 people per 1,000 people,
while in 2020 — 6 people (Fig. 7).

The highest level of average monthly real wages
for employees of large, medium-sized enterprises
and nonprofit organizations was recorded in
Lomonosovsky Municipal District and in Saint
Petersburg. Here, we also observe the largest
average annual growth rates of wages, calculated
for the period 2009—2021. The differentiation in
the amount of wages between the highest and lowest
average values in the agglomeration is 1.4 times for
the three years under consideration (Fig. §).

Figure 6. Dynamics and structure of the population of the Saint Petersburg agglomeration
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Compiled according to: Average annual number of permanent population. FIRA PRO information and analytical system.
Available at: https:/pro.fira.ru/search/#themes (accessed: October 19, 2023).
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Figure 7. Birth rate, death rate, and migration gain in the Saint Petersburg
agglomeration for 2016-2021, per mill (per 1,000 people)
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Compiled according to: Population. FIRA PRO information and analytical system. Available at: https:/pro.fira.ru/
search/#themes (accessed: October 19, 2023).

Figure 8. Accrued real average monthly wage for 2019-2021 and its average
growth rate for 2009-2021 (indicated above the columns)
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Compiled according to: Average monthly nominal accrued wage of employees of large, medium-sized enterprises and
nonprofit organizations of the urban okrug (municipal district). FIRA PRO information and analytical system. Available at:
https://pro.fira.ru/search/#themes (accessed: October 19, 2023); Regions of Russia. Socio-economic indicators. Federal
State Statistics Service (Rosstat). Available at: https:/rosstat.gov.ru/folder/210/document/13204 (accessed: October 19,
2023).
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Discussion and conclusions

The above analysis allows us to make a number
of generalizations that we put forward for discussion
and that are important for assessing the current state
and forecasting the development of large and largest
urban agglomerations.

Using the information provided in federal
strategic planning documents and obtained during
the analysis of statistical indicators reflecting the
development of the Saint Petersburg agglomeration,
our study examines whether the indicator system
established in the regulatory framework is sufficient
to determine the main parameters of economic
growth in agglomerations in order to manage their
development. We should note that the indicators
defined by federal strategic planning documents are
minimally sufficient, and are suitable exclusively for
the implementation of an extremely abbreviated
version of express analysis. The available indicators
do not allow us to identify, assess and forecast the
factors that generate impulses for the development
of an agglomeration.

The results of the analysis show that the federal
level has a significant impact on the formation of
the potential for managing urban agglomerations.
This influence is related to the control that is imple-
mented indirectly through a system of national
goals and plans. At the present stage of development,
a choice has not yet been made regarding the
agglomeration management model and, accordingly,
it is not yet clear what a planning system should be
for the management of an urban agglomeration.
The control that exists today creates a framework
that defines the subjects of management and
“upper-level goals”, but at the same time creates
another problem: fragmentation of agglomeration
management.

The research allowed us to identify three key
components that modern methods of strategic
planning and management of agglomerations
development should include:
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1) ensuring a compromise between state
control and agglomeration management
potential;

2) overcoming the problem of management
fragmentation and the blurring of the institutional
structure of agglomeration management;

3) using quality economics tools (metrology,
standardization and quality management) in
designing strategies and long-term plans for the
development of urban agglomerations.

As a result, we substantiate the necessity to
introduce a new approach to management, which
consists in managing spatial forms, rather than
individual cities and municipalities, and designing
new management concepts.

The conclusions of this study have certain
implications for designing a methodology for
strategic planning related to the development
of urban agglomerations. First, it is necessary
to further elaborate on the methodology for
developing indicators to assess the economic
growth of agglomerations. The research presented
in the paper shows the relevance and expediency
of a detailed study of the issue regarding the
full-scale implementation of quality economics
tools in order to ensure the effectiveness of
planning and management. This is especially true
for systems consisting of multiple management
entities.

Second, in order to overcome the identified
limitations, it is necessary to form agglomeration
management institutions that coordinate the actions
of many management entities, which is an urgent
methodological and applied task.

The findings of the study contribute to the
development of theoretical provisions of agglo-
meration management science in the following
areas. First, we have systematized the conditions
that influenced the approach to strategic planning
of agglomerations in the Russian Federation.
Second, we have assessed the possibility of
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indicators used by federal strategic planning
documents to identify factors that generate
impulses for the development of agglomerations.
Third, we have defined the range of the most
significant principles for the Russian Federation in
designing a methodology for the strategic planning
and management of agglomerations development.
In addition, it is possible to highlight the practical
result of the study, which consists, in particular, in

proposing ways to overcome the current difficulties
in managing agglomerations.

The results obtained are important for
stimulating the experiment on the use of quality
economics tools (metrology, standardization and
quality management) in designing strategies and
long-term plans for the development of urban
agglomerations in order to improve strategic
planning methodology.
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Regional Experience of Studying and Developing Productive Forces (Case Study of the Republic of Komi)

Introduction

The focus on Russia’s technological self-
sufficiency determines the search for optimal forms
of connecting the economy of the northern regions
to the solution of complex national economic
problems. The urgent task is to produce materials
that are extremely necessary for the development of
machine building, instrument making, electronics
and other manufacturing industries. At the same
time, it is necessary to strengthen the regions’ own
potential by activating the sources of develop-
ment — labor, science, education, engineering and
technology, territorial organization of the economy,
as well as driving forces — professional interest,
institutions and relations, reasonable needs, etc. The
improvement of socio-economic relations “region —
country” and “region — population” in today’s
rather complex living conditions is associated
with the mobilization of intellectual, natural and
production potential of regions — everything that
in previous years was denoted by the concept of
“productive forces”.

The return of this category to the scientific
arsenal and management practice, but with the
understanding of its specificity, was the motivation
for writing our article. The paper aims to show the
necessity of including research and development
(R&D) in the field of development and location
of productive forces in the general system of
strategic planning on the basis of three postulates:
1) productive forces are a way of transforming the
natural into the social, the unity of objective and
subjective aspects of labor, connected by end-to-
end technological systems; 2) scientific knowledge
about productive forces is transformed into the field
of practical activity in accordance with the stages of
solving specific problems: scientific and research,
scientific and practical knowledge of the productive
forces is transferred to the field of management;
3) scientific centers and institutes of the Russian
Academy of Sciences should independently carry
out pre-plan and pre-project forecasts of scientific-
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technical and socio-economic development of
the country and its regions while preserving the
specific content of certain scientific categories and
concepts.

Commission for the Study of Natural Productive
Forces of the Komi Republic (KEPS RK) — historical
facts

KEPS RK — civic position. Taking into account
the increasing role of the RF constituent entities in
the management of the state, and most impor-
tantly — in restraining the destructive impact on
the “shock therapy” economy, conducted by
the federal government, in December 1992, the
Commission for the Study of Natural Productive
Forces of the Komi Republic was formed under the
chairmanship of Academician N.P. Yushkin.

The main task of the KEPS RK is the system
analysis of available natural and human resources,
determination of general directions of socio-
economic development of the republic taking
into account all-Russian and regional interests.
Its mission, which was not initially thinkable, was
also important, namely, the creation of an informal
collective of like-minded people, standing on
the position of evolutionary transformations and
leveling the negative effects of the revolutionary
imposition of market relations with a focus on
privatization of state property in favor of private
capital. The KEPS RK restrained (as far as it was
feasible) not only economic perturbation, but also,
figuratively speaking, “inflammation of brains”
under the influence of socio-political chaos.

Academician N.P. Yushkin stood on the position
of the public movement “Russian Scientists of
Socialist Orientation (RUSO)”, and this circum-
stance had a certain impact on the formation of
ideas and plans of the Commission’s activity. The
fact is that the rational organization of productive
forces was rightly considered one of the advantages
of socialism over capitalism, since state ownership of
key sources of development and planned economy
served as a basis for saving public resources through
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inter-sectoral cooperation and coordination of
technological, economic, ecological and social
aspects of the national economy.

Great importance was attached to the territorial
organization of productive forces in the form
of economic districts and production territorial
complexes. In practice, it was expressed in
the development and implementation of the
GOELRO plan, in the territorial breakdown of
the five-year plan, in the formation of program-
targeted territorial production complexes (TPC)
and in a number of other forms of organization
of production. It is important to say that not
everything went easily and smoothly (and the
author reflected the note in the article written on
the occasion of the centenary of the statehood of
the Komi Republic) (Lazhentsev, 2021), but the
ideas of comprehensiveness, efficiency and social
justice were so firmly established in the minds of
many scientific and practical workers that it was
difficult to erase them with the propaganda of
market regulators, reflecting the superiority of
monetarism over the real design and creation of
economic complexes. Although we should note the
“successes” of such propaganda. The very concept
of “productive forces” was removed from textbooks,
scientific texts and state documents because of its
belonging to Marxism.

Analogies. At creation of the KEPS RK there
involuntarily appeared an analogy with the All-
Russian Commission for the Study of Natural
Productive Forces (KEPS), created by the Imperial
Saint Petersburg Academy of Sciences in 1915, chaired
by Academician V. 1. Vernadsky, which in addition to
staff members included scientific societies, as well
as members of five ministries (finance, trade and
industry, railways, maritime, public education), the
Central Military-Industrial Committee, the General
Directorate of Land Management and Agriculture.

There were substantial grounds for the formation
of the Commission in such a composition: extreme
living conditions and mobilization economy of
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wartime, the extreme need for accelerated creation
of new production bases, awareness of the special
role of science in improving the technological
parameters of Russian industry, the need to include
in the economy essentially all natural elements of
the Periodic Table of Mendeleev. KEPS of Russia!
carried out active expeditionary work, which is
directly related to the development of productive
forces of the European North. A huge contribution
to the scientific substantiation of the development
of northern territories was made by the expedition to
the Komi Region under the leadership of Academician
A.P. Karpinsky, President of the USSR Academy of
Sciences (“Pechora Brigade”, 1933) (Brovina, 2016;
Roshchevskii et al., 2015). Scientific and analytical
materials of the expedition served as a starting point
for the implementation of a number of production
projects, including the creation of the Northern
coal-metallurgical base in the 1950s (construction
of a ferrous metals plant in Cherepovets based on
coking coal from Vorkuta, iron ores from Karelia
and the Kola Peninsula, and electricity from the
Rybinsk HPP)?.

The experience of the USSR Academy of Sciences
Commission on mobilization of resour-ces of the Urals,
Western Siberia and Kazakhstan for the needs of
national defense (1941—1944) under the leadership
of academicians V.L. Komarov and 1. P. Bardin
was very useful for the organization of scientific-
applied works within the framework of the KEPS
RK. Positive aspects of the activities of the
Commission were the following: program-targeted
method of mobilization economy, mastering
scientific knowledge “just-in-time”, carte blanche
in financing and logistical support of research
programs, hard work and personal responsibility
(Lazhentsev, 2023).

' In 1930, The KEPS was transformed into SOPS
(Council for the Study of Productive Forces).

2 Academician I.P. Bardin, Professors A.E. Probst and
V.V. Rickman made a significant contribution to the feasibility
study of the Northern Coal and Metallurgical Base.

81



Regional Experience of Studying and Developing Productive Forces (Case Study of the Republic of Komi)

Local experience was also of interest. The
Interdepartmental Commission for the formation of
the Timan-Pechora TPC under the chairmanship of
Academician M.P. Roshchevskii (1978—1990)
served as an example of comprehensive coverage of
numerous scientific disciplines to solve a specific
industrial and economic problem. The obstacle to
its activity was the steep politicization around this
complex as a hype object — the directives of the
CPSU. But, in the end, the TPC managed to fit into
the mainstream of program-target planning, which
later fully transferred into the ideology of the work
of the KEPS RK.

The three analog commissions and the KEPS
RK had one common ground — they were created to
solve tasks of extreme importance. It is quite inherent
in the war years and the time of revolutionary
reform, but even the period of creation of the
Timan-Pechora TPC, seemingly calm, can also be
characterized as very economically tense. In the
1970—80s, the Soviet Union attempted to overcome
economic stagnation by concen-trating resources
on the accelerated formation of program-targeted
territorial-production complexes. The experience of
hard times becomes useful every time when there is
a need to choose non-standard methods of solving
complex problems.

KEPS RK — a form of integration of science and
practice

Support structure of science and practice. On the
scientific side, the Komi Science Centre of the Ural
Branch of RAS was the backbone structure for the
KEPS RK. It is a classical academic center for
fundamental and applied research in mathematics,
physics, energy, chemistry, biology, physiology,
earth sciences, social sciences and humanities. The
Commission’s task was to evaluate the research
results obtained here and the possibilities of their
use in practice, i.e. to organize scientific knowledge
in a certain order. The Commission was supposed to
be able to form a thematic plan of applied research
works for solving technological and socio-economic
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problems (the plan not of the Komi Science Centre,
but of the government of the republic).

On the practice side, the reference structure for
the KEPS RK was the Administration of the Program
for Economic Development of the Komi Republic
(1993—2004). The Collegium of the Administration
was headed by the Head of the RK Y.A. Spiridonov,
the Directorate was headed by I.B. Granovich, then
by N.N. Gerasimov. This is a unique organizational
structure, the only one in Russia at that time,
formalized by the RF Presidential Decree. It can be
compared only with the federal (USA) corporation
“Tennessee River Valley Authority” (from 1933 to
present). Thanks to the successful activity of the
Program Administration, even in the conditions
of deep economic crisis in Russia it was possible to
move “from a dead point” the issues of construction
of the Sredne-Timansky bauxite mine, Yaregsky
mining (oil-titanium) plant, reconstruction of
Ukhta oil refinery, to start development of a
number of fields in the Polar Urals, to introduce
the Cardiology Center in Syktyvkar and a number of
infrastructure facilities in rural areas, to design the
railroad “Arkhangelsk — Syktyvkar — Solikamsk”
(“Belkomur™)3.

The sequence of movement along the line of
“science — practice”. Initially, an attempt was made
to correctly interpret applied science. Option one.
If the R&D result can be immediately applied in
some practical case, the science automatically
becomes applied. Option two. Applied science is
that part of science which develops the technology
of transfer of scientific knowledge into the field of
practice; it is a kind of methodology of scientific-

3 The construction of the Belkomur railroad has been
postponed indefinitely due to various kinds of inconsistencies
of departmental, corporate and public interests, lack of
coordination between potential investors, far-fetched
competition with the project of construction of the railroad
to Indiga, the reason for which was the political actualization
of the Arctic theme, sluggish activity and liquidation of
OAO Belkomur. The refusal to create this railroad and the
corresponding strip of industrial development in the 1990s and
early 2000s is a strategic mistake that will be realized sooner or
later.
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Figure 1. Organizational-activity scheme of designing regional economic systems
Types of analysis Stages of regulation Targets Documents
Diagnostic analysis Values
Conceptualization Concept
Analysis of priority problems Aims
Strategying Strategy
Analysis of program Programing Problems, tasks
implementation Programs
Result
Analysis of trends Projects
Monitoring
Consequences Reports on monitoring
results

Source: (Dmitrieva, Lazhentsev, 1996, p. 22).

Figure 2. Scientific and organizational support of activities of the Government of
the Komi Republic in the field of strategic planning (1993-2004).

Planning documents Executors
Strategy Komi SC UrB RAS + KEPS RK
Program KEPS RK + Program Administration
Project Program Administration + contractors

Source: own compilation.

practical activity about the transformation of
knowledge, actualization of problems and choice
of structures — attractors. The second option
for the KEPS RK was more suitable because
it corresponded to the nature of the problems
to be solved, when the problem itself “lives”
successively scientific and research, scientific and
technical, and organizational and economic stages
(Preobrazhenskii, 1972, p. 16).

The problematic approach to forecasting socio-
economic development of the region received
theoretical support in the form of a scheme of
organizational activity, where the analysis deter-
mines the initial base of the forecast, the concept —
a set of goals (ideals) and the vector of movement,
the strategy — the means of achieving the ideal
state of the system, the program — tactical methods
and techniques for implementing the intended
goals, the project — the practical solution of a
specific problem, monitoring — control over the
implementation of decisions (Fig. 1).
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Practically, the problem-based approach was
implemented within the framework of interaction of
the KEPS RK with Komi SC, Program Admini-
stration and executors of specific projects (Fig. 2).

The “Scheme of development and location of
productive forces of the Komi Republic for the
period up to 2010” developed in 1993—1994 by the
Komi Science Center and Lennpromstroyproekt
served as a kind of inventory of the problems. The
scheme was drawn up under contract with the
Ministry of Economic Development of the Russian
Federation, which wanted to understand whether it
made sense to draw up such a document (standard
for the Soviet period) in the conditions of a market
economy. In addition to the Komi Republic,
the scheme was developed by the Leningrad
and Sverdlovsk regions. We are not aware of the
conclusions on this issue, but the drawing up of
schemes was not practiced in the future. They were
replaced by territorial planning schemes and other
district planning documents.
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Public activity. This aspect includes the desire of
the KEPS RK members to be in the public eye and
their desire to provide useful information about
their own involvement in solving current and future
problems (Vityazeva, 1997). But the main thing was
to organize scientific and practical conferences on
predetermined topics with the invitation of speakers
from Moscow, Yekaterinburg and other cities of
Russia. Conference proceedings were published in
the form of preprints and then in book editions*.
Such conferences include:

1. “Natural resources and productive forces of
the Komi Republic” (November 1993). Formation of
information base for rational nature management
and perspective economic developments. Market
transformation of the legal and regulatory
framework in the mineral and forestry economic
sector.

2. “The Komi Republic: Economic strategy of
entering the 21st century” (March 1995). A new
approach to forecasting as a methodology for
determining the ideal image of the future and
systematic organization of movement along the
chosen path — from scientific foresight to the
practice of public administration at the regional
level. Strategy of formation of mineral and
raw materials, fuel and energy and bioresource
complexes, transportation and energy systems,
development of education and culture. Methods of
harmonization of public and private interests.

3. “The Komi Republic: Scientific and technical
policy” (October 1996). Organization of innovation
activity on the basis of scientific and technical
developments. The role of science in the system

* The Komi Republic: Economic strategy of entering the
21st century. In: Materials of the Scientific Conference (March
13—14, 1995) (1996). KEPS under the Head of the Komi
Republic. Syktyvkar, 160 p.; the Komi Republic: Scientific
and technical policy. In: Materials of the Scientific and
Analytical Conference (October 17—18, 1996) (1997). KEPS
under the Head of the Komi Republic. Syktyvkar. 264 p.; Man
in the North: Conditions and quality of life. In: Proceedings
of the Scientific and Analytical Conference (October 27—28,
1998) (1999). KEPS under the Head of the Komi Republic.
Syktyvkar. 296 p.
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of nature management taking into account the
ecological factor. Formation of a new technical and
economic mode of production in which geo- and
biotechnologies play a decisive role.

4. “Man in the North: Conditions and quality of
life” (October 1998). Multidimensional analysis of
living conditions of northerners, assessment of
human potential, health and environment, risks and
security issues, spirituality — education — culture.

The published works and scientific-analytical
materials of the KEPS RK to a certain extent increa-
sed the importance of science in making concrete
decisions of the government of the republic.
Five members of the KEPS RK (V.A. Vityazeva,
T.E. Dmitrieva, A.V. Kokovkin, V.N. Lazhentsev
and N.P. Yushkin) for preparation of such works and
active scientific and organizational activity in 2001
became laureates of the State Prize of the Komi
Republic.

No initiative goes unpunishable. With the effective
activity of the KEPS RK a certain element of self-
sufficiency of the Republic emerged, which was
noticed by the federal authorities. At the end of
2004 the Commission de jure ceased to exist; but we
especially regret that the Program Administration
was also abolished. They did not fit into the vertical
of state power. The link between regional science
and regional practice of strategic planning was
significantly undermined.

The example of the KEPS RK and the Program
Administration is only a particular case of the
general contradictory situation in the relations
between the center and the regions. These relations
are well known and critically analyzed. Let us only
draw attention to the possibility of a new aspect in
the interpretation of these contradictions. Under
the current circumstances in the field of economic
federalism, all significant, and even minor, issues
are decided by regional governments in Moscow, so
scientific research in the regions has also become
Moscow-oriented. If a scientific result is accepted
by the central structures of public administration,
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the probability of its practical application at
the local level increases. The scientific space is
definitely formed over administrative-territorial
boundaries, and the procedure of implementation
of R&D results should not necessarily be based
on the principles of “shuttle diplomacy” between
the center and the regions. But the mechanism of
launching scientific and technical projects (financial
and administrative resources) under the existing
procedures is concentrated in the capital; moreover,
corporate capital has not yet thoroughly engaged in
regional science.

Return to a scientific interpretation of the
concept of “productive forces”

Lessons from the past. Currently, it seems strange
that the designers of schemes and programs for
the development of productive forces have never
once started from the very concept of “productive
forces”. Methodological recommendations on
such developments, bypassing conceptual clari-
fications, immediately proposed to show the
availability and prospects in terms of population
and labor resources, natural resources, fixed assets,
production in kind and cost, transport construction,
capital investments, concentration of industry by
cities and districts. That is, everything that was
required for the subsequent compilation of five-
year plans, and in the post-Soviet period — national
projects, strategies and programs. Since long ago,
productive forces began to be replaced by resources
and production not only in state documents, but
also in academic publications, for example, on the
Komi Republic’. Was there any damage there? In
practice, it did not manifest itself, and in theory —
only sometimes it was fixed with the naive belief that
such fixation would be noticed by the leadership of
the country and regions.

5 Development of productive forces of the Komi ASSR.
In: Materials of the Conference on the Development and Location
of Productive Forces of the Komi ASSR, September 20—23,
1966 (1968). Council of Ministers of the Komi ASSR, Komi
branch. USSR Academy of Sciences. Leningrad: Izd-vo
Leningradskogo unta.
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The scientific concept of “productive forces”.
We are in solidarity with the philosophical inter-
pretation of productive forces as a way of trans-
formation of natural into social, the unity of
objective and subjective sides of labor, connected
by through technological systems (Marakhov,
1970, pp. 17, 18). At present, this formulation can
be regarded as a synthesis of two theories of the
development of productive forces: the change of
technological modes and the formation of natural-
social systems.

The origins of the theory of technological modes
lie in K. Marx’s works, where productive forces are
treated as the main link of the mode of production,
and the correspondence of production relations
to the level of development of productive forces is
manifested as a law. This is still the correct reference
point for socio-economic strategies®. This is
confirmed by the fact that in modern science, the
change of technological modes is explained by the
correspondence, on the one hand, of the leading
factors of production, on the other — the socio-
economic characteristics of life. N.D. Kondratiev
based his theory of “long waves” (Kondratiev, 1989)
on the regularities of the change of technological
patterns, which was later taken into account by
many designers of strategies for the development
of the economy and society. Modern leaders in the
development of the theory of technological (techno-
economic) patterns are Academician S.Y. Glazyev
(Glazyev, 1993; Glazyev, 2023) and Professor
Carlota Perez (Perez, 2013).

¢ Meansofproductioninthe sequence oftheirapplication:
textile machinery — steam engine and machine tools — electric
motor and mass-produced steel — internal combustion
engine and energy-intensive chemical technology —
microelectronic complexes and nanotechnology...

Socio-economic relations and institutions in the sequence
of their emergence: destruction of feudal monopoly, free
trade and competition — establishment of factory legislation,
development of professional education and organization of
research institutes — concentration of capital and separation
of management from property, use of scientists and engineers
directly in production — state institutions of social security,
state regulation of economy, creation of R&D system and
innovation...
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In the analysis of the structure of social forces,
usually we are talking about various kinds of sources
(Iabor, division of labor, resources, education,
science, technology) and driving forces (interests,
needs, social forms of economic organization,
economic and social relations); it also includes
management structures (information systems,
regulations, standards, incentives, etc.).

The theory of formation of natural-social systems
creates and explains the schemes of transition
from natural to social. It considers the forces of
nature as the energy of the Space, the Sun and
the Earth, the state of the bodies and elements
of nature. Science establishes how mechanical,
thermodynamic, gravitational, electromagnetic,
geochemical, biochemical, and other forces
create mineral and biological substances useful to
humans. Within the framework of this theory, the
possibilities of using the above forces in production
processes are revealed — through the design of
production technologies as analogs of natural
“technologies” and through their direct application
for obtaining various types of energy.

The scientific explanation of productive forces
significantly increases its value when it unites
natural and social forces into a single whole on a
geosystem basis. Here, the main object of
scientific analysis and forecasting is natural-
economic complexes, in which natural resources
are considered as national wealth and fixed assets,
the economy is considered as a natural-social-
technical system, and the well-being of the natural
environment as one of the basic human needs.

The interaction of natural and social forces is
the basis for the doctrines of geosystems (Sochava,
1978), energy-production cycles and production-
territorial complexes (Kolosovskii, 1958), natural-
resource cycles (Komar, 1975), and territorial
combinations of natural resources (Mints, 1972).
In our opinion, there is no reason to give such
interaction a special, noospheric, meaning; it is
quite consistent with the classical forms of motion
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of matter (physical, chemical, biological and
social). All these forms of motion participate in
the formation of productive forces, with the social
one playing the final role. Only under certain
social conditions do productive forces become
a social category, it means that they acquire real
meaning.

In both nature and society, the same forces can
be creative and destructive. The thing, which leads
to destruction should be studied and practiced in
a particularly responsible way. This statement is
perfectly understandable with regard to dangerous
natural processes (permafrost degradation’, floods,
tsunamis, earthquakes, volcanic eruptions, soil
erosion, desertification...); more or less under-
standable with regard to the negative consequences
of predatory nature management; initially difficult
to understand, but most of all harmful — radical
political decisions, such as “shock therapy” of the
economy, imposition of pseudo-culture, excessive
social stratification, etc.

If we compare the above with the content of the
schemes of development and location of productive
forces of the Soviet times and modern strategic
planning documents, we cannot but notice that
they lack sections corresponding to the scientific
interpretation of “productive forces”. This concept
more or less corresponded to the Comprehensive
Program of Scientific and Technological Progress
of the USSR, and at present — the Strategy of
Scientific and Technological Development of the
Russian Federation and the Forecast of Scientific
and Technological Development of the Russian
Federation®. But even in these documents much
is underdeveloped, especially in terms of systemic
analysis of science as a productive force.

7 The economic assessment of permafrost degradation
for the northern regions is highly relevant because it is
associated with coping with billions of dollars of damage
(Porfiriev, Eliseev, 2023).

8 On Strategic Planning in the Russian Federation:
Federal Law 172-FZ, dated June 28, 2014 (Amended February
17, 2023).
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Indicators of the development of productive forces.
The study of natural productive forces focuses on
the assessment of geologic and biological potentials.
Geological (mineral-forming) potential is measured
by rock density, seismic velocity, magnetic suscep-
tibility, electrical resistivity, temperature regime,
a number of geochemical indicators. The above
mentioned can be labeled as cause indicators.
The consequence indicators include the territorial
density of local structures, their saturation, the rank
and density of tectonic faults, the class and type of
deposits, the volume of resources, the category of
reserves, etc. Biologists calculate the bioclimatic
potential of a certain area and its efficiency in
forestry and agriculture. In this case, the main
indicators are the ratio of heat and moisture,
manifestations of climatic zonality and azonality,
coefficients of weather rigidity. These and other
natural potentials are basic for territorial planning
(Lazhentsev, 1990).

In the study of social productive forces, the
socio-economic assessment of natural-resource
potentials is supplemented by a second set of
characteristics: the capacity of means of pro-
duction, their carrying capacity, speed of
movement, technological contiguity, levels
of mechanization and automation, the use of
microelectronics and robot-like mechanisms,
etc.

Special attention should be paid to the energy
characteristics of the development of productive forces.
For instance, the fuel and energy coefficient (Kte)
shows the ratio of electricity consumption to fuel
consumption. With its growth of approximately 1.5
times to the base value, the economy as a whole
changes qualitatively. For the period 1970—1990
in the Komi Republic it increased from 430 to 719
conv. units; an increase was of 1.7 times. In the
previous 30 years, there have been no such changes
in Komi (Fig. 3).

Figure 3. Fuel and energy coefficient in the economy of the Komi Republic
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Source: own compilation according to the data of the Laboratory of Complex Fuel and Energy Problems of the Institute for
Socio-Economic and Energy Problems of FRC Komi Science Centre of the Ural Branch of RAS.
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The high growth of Kte in 1970—1990 was due
to the transition from the predominance of direct
fuel consumption (combustion in furnaces,
stationary and mobile installations) to the
predominance of the use of medium potential
heat energy and electricity. It was assumed that
in the future the consumption of high potential
thermal energy would increase at a faster pace, and
electrification would deepen due to the development
of electromechanical, electrochemical and other
high technologies. However, it did not happen,
but the number of cars for personal use increased
sharply, which again returned the situation to the
growth of direct fuel combustion; there were no
significant changes in the transfer of the housing
stock to electric heating.

The sequence of formation of the transportation
network, the growth of its capacity and reliability also
serve as a reliable indicator of the development of
productive forces. It is important to catch the
moment when the transportation network begins
developing according to the internal logic, i.e.
acquires some autonomy from production and
the established settlement of the population.
Such a moment, apparently, starts when local
communication routes are supplemented by a
transit highway; then follows polymagistralization,
ringing of roads and further — supermagistralization.
In the Komi Republic, as well as in the Arkhangelsk
Region, this process is far from being completed.
The failure in the logical sequence of formation
of the transportation network in these two regions
occurred (as we have mentioned above) due to the
failure to build the Belkomur railroad in time.

The situation is not simple in measuring the
capital stock and labor productivity. In the absence
of state control over the movement of fixed assets
and their objective cost estimation, speculative
behavior of owners regarding the capitalization
of enterprises, the presence of “shadow” schemes
of labor remuneration, and price hikes, these
indicators lose their reliability. It is necessary to
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create a new system of measuring the organization
of labor, its stock and productivity, which would
be based on scientific and technological progress
(Aganbegyan, 2023).

The regional aspect of such a dimension consists
in the conjugation and synchronous modernization
of the territorial combination of production and
infrastructure industries. Failure in some links
(as a rule, in auxiliary and servicing ones) makes
the whole territorial-economic complex low-
productive.

Attempts are made to economically measure the
power of intellectual potential. We know only one
method of such measurement — the ratio of the
value of material and technical objects of an
enterprise, which are listed on the balance sheet,
with the value of capitalization of this enterprise,
which is reflected in the statistics of stock markets.
The difference between stock and balance sheet
valuations is attributed by analysts to the level
of training, experience and skills of enterprise’s
employees. Intellectual potential is one of the
current topics of the scientific community.

These processes and indicators serve as
information for thinking about the structural
and functional characteristics of productive forces
and their individual elements. It is a special subject
of the forthcoming interdisciplinary research. For
the time being, let us conclude that it is necessary
not only to return the concept of “productive
forces” to the scientific arsenal, but also to create a
system of indicators adequate to its content.

Instead of conclusion

Two subjects — positive experience of activity of
KEPS RK and criticism of neglect of the scientific
concept of “productive forces” — logically need to
be united. A simple judgment — the former should
be revived and the latter should be substantially
improved. But everything simple is questionable.

We suppose that there is no sense to repeat
the KEPS RK. In modern conditions, it would
be reasonable to introduce the scientific and
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organizational functions of the Commission into
the work regulations of the FRC Komi Science
Centre of the Ural Branch of RAS. The experience
of fulfillment of the state order of the Republic
of Komi government for the development of the
complex topic “The potential of the strategic
alternative of the development of the Komi
Republic” (2020; scientific supervisor, Cand. Sci.
(Geography) T.E. Dmitrieva) showed the ability
of the Centre’s team to generate the R&D results
of different disciplines under the general idea of
strategic development of the republic. However,
the same experience proves the low efficiency of
practical use of recommendations formulated in

the mentioned development. Such research results
should be publicly available.

We are quite familiar with the R&D results and
forms of scientific and organizational activities of
the North-European centers of the Russian
Academy of Sciences. Their example confirms the
possibility of supplementing fundamental research
with applied works and formalizing them in the
form of a strategic forecast of regional development.
The content of such works will definitely cover
many directions and aspects of scientific, social
and production activities, but it is advisable to start
with the characterization of productive forces as a
specific category of natural and social content.
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Abstract. Urban agglomerations currently play an important role in the spatial development of most
countries, since they are key centers of economic growth, generation and diffusion of innovations. In
theoretical and practical terms, as a rule, the greatest attention is paid to studying the largest and large
urban agglomerations (under current legislation, in Russia these include agglomerations with a population
of more than 1,000 and 500 thousand people, accordingly), while insufficient attention is paid to the real
prerequisites and features of the development of other emerging/potential agglomerations (the so-called
“second-tier” agglomerations). In this regard, the aim of the study is to identify features and challenges
related to the intensification of agglomeration processes in Russia’s regions, taking into account the
provision of positive effects. To achieve the goal, we use a wide range of general scientific (analysis,
synthesis, systems) and applied economic and statistical methods (index, correlation analysis). Scientific
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Agglomeration Processes in Russian Regions: Specifics...

significance of the study lies in the development of methodological approaches and tools for assessing
agglomeration processes, determining their specifics in Russian agglomerations of the “second tier”. We
reveal that the continuing concentration of a significant share of regional production, investment and
population in the agglomerations under consideration is the key feature in their development. At the
same time, in fact, agglomeration processes extend only to the core of the agglomeration and the territory
closest to it; this is manifested in the convergence of their growth rates in key socio-economic indicators.
These facts indicate a rather low development of the satellite zone of “second-tier” agglomerations and
a weak transmission of positive effects to the periphery, as well as an excessive development of the core,
which in the future may be a threat to the stable development of such agglomerations. In the final part of
the work, we substantiate priority directions to increase the internal integration of urban agglomerations
as open socio-economic systems that will ensure the generation of positive externalities and turn “second-
tier” agglomerations into growth points at the macro and regional levels.

Key words: “second-tier” urban agglomerations, large city, satellite area, agglomeration processes,
integration of space, strategic priorities of spatial development.
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Introduction

The Spatial Development Strategy of the —

Russian Federation for the period until 2025
(approved by the Government Resolution 207-r,
dated February 13, 2019) identifies urban
agglomerations as one of the key priorities of the
country’s spatial development. Along with this, the
following list was consolidated:

— 20 cities that are promising centers of
economic growth in the Russian Federation and
form the largest and large urban agglomerations
(Moscow, Saint Petersburg, Yekaterinburg, etc.);

— 22 cities — promising centers of economic
growth in the constituent entities of the RF, forming
agglomerations with a population of more than 500
thousand people (Yaroslavl, Kaliningrad, Saratov,
etc.)!;

23 cities — promising centers of economic
growth in the constituent entities of the RF, including
those forming urban agglomerations with a
population of less than 500 thousand people (the
so-called “second-tier” agglomerations, which can
be formed around a number of large cities of the
country: Belgorod, Arkhangelsk, Veliky Novgorod,
Vladimir, Vologda, Kaluga, Komsomolsk-on-Amur,
etc.).

Studies by leading scientists? (Lola, 2013;
Polyan, 2014; Fang, Yu, 2020, etc.), as well as the
world practice indicate that agglomeration forms of
economic activity concentration differ significantly
from each other not only by their place in the
hierarchical system of urban settlements of the
country, but also by the composition of elements,

' In the Strategy, the 20 largest (with population of more than 1 million people), large (500—1000 thousand people) urban

agglomerations are also called “metropolitan”; together with 22 other agglomerations with a population of more than 500
thousand people, they seem to be contrasted with small/medium-sized cities, rural areas and smaller agglomerations in terms
of their potential for concentration of economic activity. At the same time, 23 “second tier” agglomerations with a population
of less than 500 thousand people are considered as a tool to ensure balanced spatial development of Russia, a counterbalance to
“metropolitan” agglomerations.

2 Pivovarov Yu.L. (1999). Fundamentals of Geo-Urbanistics: Urbanization and Urban Systems: Textbook for Students of Higher
Educational Institutions. Moscow.
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stage and direction of development, place in
the system of geographical division of labor.
For instance, Chinese researchers (Fang, Yu,
2017) include urban agglomeration, which is
a hierarchical system of interconnected cities of
different ranks (three cities and more with a total
population of more than 20 million people), as
well as “metropolitan inter-locking region” among
the most developed ones. In a separate category
they distinguish town agglomeration, formed
around Chinese cities of one hierarchical level,
usually small, i.e. with a population of up to 500
thousand people. Such agglomerations are not
centers of national and international, but regional
competitiveness and can arise not only in regions
with industrial economies of new technological
modes, but also in areas where there are currently
processes of intensification of socio-economic
connectivity of the city and adjacent rural areas.

Taking into account the existing specifics of
spatial development of contemporary Russia,
“urban agglomeration” by its nature and role in the
national economy has more similarity with large
and largest (metropolitan) agglomerations identified
in the Spatial Development Strategy of the Russian
Federation, and “town agglomeration” — with the
rest of the poorly developed/forming agglomerations
of the “second” and “third tier”, the core of which
are smaller cities (for example, 23 promising centers
of economic growth).

As applied to the USSR and modern Russia, the
leading Russian researcher of agglomeration
processes G.M. Lappo (Lappo, 2012) noted that in
the regions of the country the processes of
agglomeration of cities of different levels of
hierarchy can go in the direction both “from the
city” and “to the city”, but they are necessarily
characterized by an increase in the connectivity of
intra-agglomeration space; the closed nature of such
links allows for the generation and transmission of
positive agglomeration effects to the periphery.

Economic and Social Changes: Facts, Trends, Forecast
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Thus, the necessary condition for resilience
and transition to more mature stages of agglo-
merations’ development, generation of positive
effects for the country is to ensure internal
integration of the core and satellite zone. Such
integration should occur not only with regard to
production, but also in social, infrastructural,
environmental and other spheres of agglomeration
space (Rastvortseva, 2013; Volchkova et al., 2016;
Fang, Yu, 2020).

We should note that science and management
practice currently focus on the analysis of socio-
economic processes in the largest and large urban
agglomerations. In turn, the specifics of the
development of “second tier” urban agglomerations
(with population of less than 500 thousand
people) are studied to a lesser extent. Among
the few Russian works on this issue we can note
the studies of specialists from the Institute for
Urban Economics?®, the Center for Infrastructure
Economics (Dmitriev et al., 2018), the Institute of
Economics and Industrial Engineering within the
Siberian Branch of RAS (Mel’nikova, 2017). Based
on the calculations made, the author of the latter
work came to the conclusion that currently not
all Russian cities generate positive agglomeration
effects, which actualizes the task of a deeper study
of the problems that limit the development of
agglomerations on their basis.

Insufficient research into the specifics of socio-
economic processes taking place in the “second
tier” urban agglomerations, including in terms of
ensuring the co-development of the core and
satellite zone, actualizes the scientific and practical
significance of our study.

3 EconomicsofRussian Citiesand Urban Agglomerations.
Issue 5: Russia’s largest urban agglomerations in the global
economy (2020). Fond “Institut ekonomiki goroda”.
Available at: https://urbaneconomics.ru/sites/default/files/
vypusk 5 _rossiiskie_aglomeracii_v_globalnoi_ekonomike.
pdf?ysclid=Imyp9veqol204615622 (accessed: February 10,
2024).
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The research object is eight “second tier”
agglomerations, the cores of which are the cities
identified in Russia’s Spatial Development Strategy
as promising centers of economic growth of
the constituent entities of the RF (Vologda,
Arkhangelsk, Tambov, Kaluga, Yuzhno-Sakhalinsk,
Khanty-Mansiysk, Surgut, Norilsk). We chose
these cities taking into account their geographical
location in various federal districts and differences
in the specialization of their economy.

The aim of the work is to identify the features and
problems of agglomeration processes activation in
Russian regions, taking into account the provision
of positive effects and implementation of priorities
of the Spatial Development Strategy of Russia.

The research hypothesis is that weak internal
integration is one of the key problems of develop-
ment of Russian “second tier” urban agglomerations
and limits the potential of their transformation into
growth points of macro- and regional levels.

The aim and hypothesis of the work required
solving a set of the following tasks:

1) to substantiate and validate the methodo-
logical approach to the study of agglomeration
processes*, taking into account the internal
integration of agglomeration space;

2) to identify the specifics of socio-economic
processes taking place in Russian “second tier”
urban agglomerations;

3) to substantiate the priority directions of
increasing the internal integration of urban
agglomerations.

Scientific novelty of the presented research lies
in identifying the specifics of the agglomeration
processes in the “second tier” agglomerations,
which will reveal the problems that limit their

4 In this paper, we use the phrases “agglomeration
processes” and “socio-economic processes occurring in urban
agglomerations” assynonymsand reflect the phenomena within
the agglomeration space, including along the line “core —
satellite zone”.
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development as open socio-economic systems and
their transformation into growth points of macro-
and regional levels.

Materials and methods

The research algorithm includes the realization
of a set of interrelated stages.

Stage 1. Determining the composition of the
studied urban agglomerations.

We determined the composition of urban
agglomerations taking into account simultaneous
compliance with the following conditions:

a) 1.5-hour transport accessibility of admi-
nistrative centers of urban and rural settlements of
municipal areas to the agglomeration core city (in
the case of municipal districts, former settlements
of the district transformed into a district are
considered)’; a municipal area is included in the
agglomeration if more than 2/3 of the number of
its settlements are within the isochron of 1.5-hour
accessibility;

b) presence of references to agglomeration and
its composition in socio-economic development
strategies and spatial planning documents of the
constituent entities of the RF and municipalities,
publications of leading Russian scientists and expert
organizations;

¢) presence of stable socio-cultural and pro-
duction links between agglomeration territories
(Volchkova, Minaev, 2014)°.

Accordingly, we determined the composition of
eight Russian “second tier” urban agglomerations,
which are the object of this study (7ab. 1).

> This threshold level of transport accessibility of
agglomeration settlements was determined empirically in
practice and is called the Goltz constant. The gradual decay
of economic activity and decrease in the productivity of
economic entities with the distance from the core has been
proved quite thoroughly and convincingly in (Dmitriev et al.,
2018; Kozlova, Makarova, 2014).

¢ Reports on the activities of local self-government
authorities and key business entities collected from SPARK
and Contour.Focus resources were studied.
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Table 1. Composition of Russian “second tier” urban agglomerations under consideration

Agglomeration Agglomeration structure

Arkhangelsk Urban Okrug city of Arkhangelsk, Urban Okrug city of Novodvinsk, Urban Okrug city of Severodvinsk, Primorsky
Municipal District

Vologda Urban Okrug city of Vologda, Vologodsky, Gryazovetsky, Sokolsky municipal districts (since January 1, 2023
these municipal districts became municipal okrugs)

Kaluga Urban Okrug city of Kaluga, Babyninsky, Dzerzhinsky, Peremyshlisky and Ferzikovsky municipal districts

Norilsk Urban Okrug city of Norilsk, Taimyrsky Dolgano-Nenets Municipal District

Surgut Urban Okrug city of Surgut, Urban okrug city of Nefteyugansk, Urban Okrug Pyt-Yakh, Surgut and
Nefteyugansk municipal districts

Tambov Urban Okrug city of Tambov, Urban Okrug city of Kotovsk, Urban Okrug city of Rasskazovo, Tambovsky,
Rasskazovsk, Znamensk and Sampur municipal districts

Khanty-Mansiysk Urban okrug city of Khanty-Mansiysk, Khanty-Mansiysk Municipal District

Yuzho-Sakhalinsk Urban Okrug city of Yuzhno-Sakhalinsk, Korsakovsky Urban Okrug, Anivsky Urban Okrug, Dolinsky Urban Okrug

Source: own compilation.

Stage 2. Methodological approach development to
assessing agglomeration processes, including the
“core—satellite zone” line.

At present, there is no established unified
methodological approach to the assessment of
agglomeration processes. Most studies (Rigatti,
2009; Tripathi, 2018; Uchida, Nelson, 2010)
actively use the calculation of various kinds of
coefficients (coefficient of development, Theil
index, Gini coefficient, etc.), which characterize
the processes of socio-economic activity concen-
tration and, based on this, assess the impact of
agglomeration processes on the change in intra-
and interregional heterogeneity (Prakash et al.,
2017; Piitz, 2016). In the work (Mirgorodskaya,
2017) they were considered and tested in detail
on the materials of the Rostov agglomeration.
However, these indicators, in our opinion, do not
fully allow studying the processes occurring within
the agglomeration in terms of assessing its internal
cohesion.

Consequently, based on the results of sum-
marizing the existing studies, we note that the key
development trends indicating the activation of
agglomeration processes in the territory are:

— concentration of population, production,
investment, innovation activity (Sarymova, Guseva,
2022; Rastvortseva, 2013), infrastructure facilities
(Grinchel, Antonova, 2012);

Economic and Social Changes: Facts, Trends, Forecast

Volume 17, Issue 1, 2024

— reduction of differences between agglo-
meration municipalities in terms of the main
parameters of socio-economic and infrastructural
development (Strange, 2009; Tripathi, 2018);
and the reduction of such differences is due to
ensuring internal integration and co-development
of various elements of the socio-economic space of
agglomerations (Fang, Yu, 2020; Volchkova et al.,
2016);

— aconsequence of the integration of intra-
agglomeration space is the synchronization
of economic growth rates of municipalities
included in the agglomeration (Volchkova.
Minaev, 2014).

The previous two trends actually indicate that
developed agglomerations are highly integrated
spatial socio-economic systems, where co-deve-
lopment of the core and satellite territories is
ensured.

Agglomeration is considered as a developing
socio-economic system in the framework of our
proposed methodological approach to the study of
the specifics of agglomeration processes. A set of the
following interrelated tasks is solved.

2.1. Assessment of agglomeration development as
a spatial socio-economic system:

2.1.1. Calculation of the development coefficient
to assess the level of formation of the agglome-
ration’s settlement system (urban settlements).
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According to the classical approach of the
Institute of Geography of the Russian Academy
of Sciences (Polyan, 2014), the development coeffi-
cient is calculated as follows:

Kgey =P (M-m+ N -n), €))

where P — population of agglomeration (million
people); M — number of cities of agglomeration;
N — number of urban-type settlements in
agglomeration; m — share of population of cities in
the total population of agglomeration; n — share of
population of urban-type settlements in the total
population of agglomeration.

The class of agglomeration development is
determined based on the values of this coefficient:
1) more than 50 — the most developed urban
agglomerations; 2) from 10 to 50 — highly
developed; 3) from 5 to 10 — developed; 4) from
2.5 to 5 — underdeveloped; 5) from 1 to 2.5 — least
developed; 6) less than 1 — potential (or prospective)
urban agglomerations.

In addition, the dynamics of a number of other
indicators characterizing the agglomeration
settlement system and socio-labor relations will be
presented (the share of the core in the agglomeration
population; indicators of the transport network
development; the scale of commuting’, which is
considered in the vast majority of studies as a
key indicator of the presence of agglomeration
processes (Volchkova et al., 2014; Lola, 2012); at
the same time, in accordance with the approach
used in OECD, agglomeration includes a city and
a commuting zone, i.e. an area with at least 15% of
its employed population working in a city (Dijkstra
et al., 2019; Reisich, 2020).

2.1.2. Calculation of the agglomeration economic
gravity coefficient, which makes it possible to assess
the potential for economic interaction of territories
within the agglomeration, taking into account the

7 Commuting is understood as daily or several times
a week trips of the population from one settlement (place of
residence) to another to work and back.
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estimated density of economic activity concentrated
within these boundaries. This indicator in one or
another modification was used in a number of
domestic works (Volchkova et al., 2014; Kozlova,
Makarova, 2014; Mirgorodskaya, 2017). In our
study, the approach presented in (Voroshilov, 2019)
and tested on the materials of the European North
of Russia was taken as a basis. Unlike existing
studies, it calculates the coefficient values on
average for the agglomeration, taking into account
the adjustment for interregional differences in the
price level, which, in our opinion, allows for more
objective comparisons between agglomerations,
including those of different levels of hierarchy:

_ 2?:1(ch ) f])

2=\t )
=i

where G, — gravity indicator (economic power

2

of interaction) of agglomeration A, million
rubles/kilometer; Gq. — interaction indicator bet-
ween the agglomeration core (¢) and its constituent
municipality (j); fj — population of the municipal
entity (excluding the agglomeration core)
included in the agglomeration A; » — number of
municipalities (excluding the core) included in the
agglomeration.

In turn, the indicator of interaction between
the agglomeration core (¢) and the municipality (j)
included in this agglomeration (Gq.) is calculated
according to formula 3:

3)

where Gq. — interaction index between the
agglomeration core (¢) and the municipality (j)
included in this agglomeration; p, — indicator
of the importance of the agglomeration core
municipality (volume of products shipped, popu-
lation, etc.); P — indicator of significance of the
municipality (j) included in the agglomeration
(except for the agglomeration core: volume of
product shipment, population, etc.); a’q. —
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distance between the agglomeration core (c¢) and
the administrative center of the municipality (j)
included in it.

The information base for calculating the
coefficient is statistical data on the indicator “Own-
produced goods shipped, works and services
performed by own forces (without small
businesses)” and data on the distance between
the core city and the administrative center of the
municipal entity included in the agglomeration,
determined using the service “Yandex Maps”
(https://yandex.ru/maps/).

Along with this, the indicators characterizing
the concentration of production, investment,
organizations and individual entrepreneurs will be
presented both in general for the studied agglo-
merations and in the projection “core — satellite
zone”.

The comparison of the studied agglomerations
according to these parameters allows assessing
their scale of development and their formation as
settlement-economic systems.

2.2. Assessment of internal integration of agglo-
meration space

2.2.1. Comparison of the rates of change in the
indicators of socio-economic development of agglo-
meration municipalities, including between the core
city and satellite territories, based on the use of the
index method. The presence of internal integration
of agglomeration and the spread of agglomeration
processes to the periphery is evidenced by the level
of differences in the growth rates of municipalities,
usually not exceeding 15 percentage points (Volch-
kova, Minaev, 2014). The relationship between
agglomeration processes and the growth/reduction
of disparities in the development of the core and
satellite zone at different stages of agglomeration
development is considered in quite detail in the
work of A. Puzanov, R. Popov?.

8 Puzanov A., Popov R. (2017). Approaches to Assessing
the Development of Urban Agglomerations. Moscow. Available
at: http://www.urbaneconomics.ru/sites/default/files/iue
press.pdf (accessed: February 10, 2024).
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2.2.2. Assessment of the degree of synchronization
of intra-agglomeration space development processes
related to obtaining the effects of resource sharing,
combining the efforts of enterprises, organizations
and authorities within the agglomeration. In
our work, to assess these processes we use the
method of correlation analysis, which allows
us to identify the presence over a long period
of time of interdependence of key indicators of
development of the core city and the satellite zone
of the agglomeration, which somehow indicates the
presence of socio-economic links between them®.

We made all calculations in the study on the
basis of official statistics presented in the Database
of Indicators of Municipal Entities of Rosstat
(https://rosstat.gov.ru/dbscripts/munst/), which
contains a significant amount of information on
key indicators of socio-economic development of all
municipalities in Russia; data from the All-Russian
Population Census 2020, SPARK system, Contur.
Focus; information from official websites of public
authorities of the constituent entities of the Russian
Federation, etc. Due to the need to comply with
the principle of completeness and comparability of
information at the municipal level, the main period
of the study includes 2010—2022.

Research results

Let us start the study of the specifics of socio-
economic processes occurring in Russian “second
tier” urban agglomerations with the key indicators
of the development of these agglomerations as open
socio-economic systems, i.e., systems that can not
only attract resources from the external circuit, but
also spread external effects to the periphery.

For instance, the results of calculations of the
coefficient of development of the settlement system
indicate that at present only one Surgut agglo-
meration (Tab. 2) belongs to the class of under-

9 According to the Chaddock scale, a certain value of the
correlation coefficient R modulo corresponds to the degree of
closeness of connection between two parameters: 0.1-0.3 —
weak connection, 0.3—0.5 — moderate, 0.5—0.7 — noticeable,
0.7—0.9 — strong, 0.9—0.99 — very strong.
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Table 2. Dynamics of the coefficient of urban agglomerations development in 2010-2022

Agglomeration name Coefficient
2010 2021 2022 2022 to 2010, %

Arkhangelsk 1.74 1.68 1.46 84.1
Vologda 1.46 1.45 1.46 100.4
Kaluga 0.82 0.83 0.83 101.7
Norilsk 0.40 0.41 0.39 971
Surgut 2.36 2.72 2.74 116.0
Tambov 1.10 1.09 1.02 92.8
Khanty-Mansiysk 0.09 0.11 0.11 1291
South Sakhalin 0.96 1.02 0.94 97.6
Source: own compilation.

developed agglomerations, and four agglo-
merations (Arkhangelsk, Vologda, Tambov, also
conditionally Yuzhno-Sakhalinsk) — to the /east
developed. The other three (Kaluga, Norilsk and
Khanty-Mansiysk) can only conditionally be clas-
sified as agglomerations according to this criterion.
These facts can be explained by the fact that the
cores of such agglomerations are relatively small
cities in terms of population (from 110 thousand
people in Khanty-Mansiysk to 356 thousand people
in Kaluga), as well as poorly developed settlement
network of their satellite zone (from 0 to 8 urban
settlements). However, in 2010—2022, Khanty-
Mansiysk, Surgut and Kaluga agglomerations
showed an increase in this coefficient (by 29, 16
and 2%, respectively), which indicates some
development of their settlement network.

At the same time, the analysis shows that in
2010—2022 the number of residential population
increased only in four agglomerations (Khanty-
Mansiysk agglomerations — by 28.6%, Surgut
agglomeration — by 18.1%, Kaluga agglomeration —
by 3.2%, Vologda agglomeration — by 0.1%; Tab. 3).
However, even in the “shrinking” agglomerations
the population reduction was noticeably lower
than in the corresponding constituent entities
of the Russian Federation as a whole. As a result,
all of them strengthened their positions as centers
of concentration of the population of their
constituent entities of the Russian Federation
(in 2022, 59% of the region’s population lived in
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the South Sakhalin agglomeration, 54% in the
Arkhangelsk agglomeration, and 50% in the Tambov
agglomeration).

Another key trend in the transformation of the
settlement system within all the studied agglo-
merations is the ongoing processes of population
concentration in the core: in Khanty-Mansiysk
agglomeration 85% of the population already
lives here (5 p.p. growth in 2010—-2022), in
Norilsk agglomeration — 85% (2 p.p. growth),
in Surgut agglomeration — 55% (6 p.p. growth),
in Arkhangelsk agglomeration — 58% (0.4 p.p.
growth). According to P. Polyan, the core weight
of 66% is already quite impressive and its further
growth may lead to the degradation of the satellite
zone of the agglomeration'® (Polyan, 2014).

These processes lead to the emergence of
imbalances in the development of the core and satellite
zone. In particular, in 2010—2022 the differences in
the rate of change in the population of the core city
and satellite zone municipalities were maximum
in the Tambov agglomeration (104% in the city
of Tambov and 72% in Tambov District, which
exceeds the conventional 15 p.p., Tab. 3), Sakhalin
agglomeration (119% in Anievsk Urban District and
86% in Dolinsk Urban District), Khanty-Mansiysk
agglomeration (136% in Khanty-Mansiysk and

1 Tn many developed urban agglomerations of foreign
countries, on the contrary, there is a long-term decrease in the
population of the centers with constant growth in the satellite
zone.
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Table 3. Dynamics of residential population of urban agglomerations, thousand people

Agglomeration and municipalities, constituent municipalities 2010 2015 2021 2022 2022 t0 2010, %
Vologda Region 1201.2 1187.7 1139.5 1128.8 94.0
Vologda agglomeration 447.4 455.5 443.0 4481 100.1
U0 city of Vologda 310.0 320.6 3134 318.1 102.6
Vologodsky MD 50.5 52.4 51.8 52.7 104.5
Gryazovetsky MD 35.6 33.1 31.2 32.1 90.0
Sokolsky MD 51.3 49.4 46.6 451 88.0
Share of agglomeration*, % 372 384 38.9 39.7 +24p.p.
Share of core**, % 69.3 704 70.7 71.0 +1.7 p.p.
Arkhangelsk Region 1182.8 1130.2 1069.8 964.3 81.5
Arkhangelsk agglomeration 615.6 609.1 591.6 521.7 84.7
U0 city of Arkhangelsk 355.6 358.3 349.2 303.4 85.3
U0 city of Novodvinsk 40.6 38.9 36.8 32.8 80.9
UO city of Severodvinsk 193.1 186.1 180.7 156.7 81.2
Primorsky MD 26.3 25.8 24.9 28.8 109.6
Share of agglomeration, % 52.0 53.9 55.3 54.1 +2.1p.p.
Share of core, % 57.8 58.8 59.0 58.1 +04 p.p.
Tambov Region 1089.7 1050.3 981.0 966.3 88.7
Tambov agglomeration 515.5 518.1 502.7 485.4 94.2
U0 city of Tambov 280.1 288.4 287.4 2915 104.0
U0 city of Kotovsk 31.8 30.7 28.3 26.3 82.8
U0 city of Rasskazovo 45.4 442 41.8 47.0 103.5
Tambovsky MD 102.8 103.4 99.8 74.5 72.4
Rasskazovsky MD 22.9 21.8 19.4 20.5 89.2
Znamensky MD 18.3 17.1 14.7 14.0 76.1
Samporsky MD 14.1 12.6 11.2 11.8 83.3
Share of agglomeration, % 47.3 49.3 512 502 +2.9p.p.
Share of core, % 54.3 55.7 57.2 60.0 +5.7 p.p.
Kaluga Region 1009.2 1009.8 1012.8 1070.9 106.1
Kaluga agglomeration 450.4 461.6 452.9 465.0 103.2
U0 city of Kaluga 339.3 358.4 350.7 355.5 104.8
Babynsky MD 21.0 18.7 18.0 20.7 98.6
Dzerzhynsky MD 60.2 53.6 52.6 56.6 94.0
Peremyshlsky MD 14.0 13.7 13.3 14.4 102.3
Ferzikovsky MD 15.8 17.3 18.3 17.8 112.6
Share of agglomeration, % 44.6 45.7 44.7 434 -1.2p.p.
Share of core, % 75.3 77.6 774 76.5 +1.1p.p.
Sakhalin Region 496.7 487.3 484.2 460.5 92.7
Yuzhno-Sakhalinsk agglomeration 273.6 2841 292.3 270.4 98.8
U0 city of Yuzhno-Sakhalinsk 188.9 200.7 208.7 187.4 99.2
U0 Korsakovsky 41.3 40.2 40.0 39.9 96.6
UO Anivsky 17.6 18.9 19.7 20.9 119.2
U0 Dolinsky 25.8 24.3 23.9 22.2 85.9
Share of agglomeration, % 55.1 58.3 604 58.7 +3.6 p.p.
Share of core, % 69.1 70.7 714 69.3 +0.2p.p.
Khanty-Mansi Autonomous Area - Yugra 1537.1 1626.8 1702.2 1730.4 112.6
Khanty-Mansi agglomeration 100.0 116.6 125.3 128.6 128.6
U0 city of Khanty-Mansiysk 80.5 96.9 106.0 109.7 136.2
Khanty-Mansiysky MD 19.4 19.6 19.3 18.9 97.1
Share of agglomeration, % 6.5 7.2 74 74 +0.9p.p.
Share of core, % 80.6 832 84.6 85.3 +4.8 p.p.
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End of Table 3
Surgut agglomeration 632.1 682.9 736.0 746.8 118.1
U0 city of Surgut 308.5 348.6 395.9 406.9 131.9
U0 city of Nefteyugansk 123.3 125.4 128.7 125.0 101.4
UO city of Pyt Yach 415 40.9 39.3 40.3 96.9
Surgutsky MD 1141 123.0 126.9 127.6 111.9
Nefteyugansky MD 44.7 45.0 45.2 47.0 105.1
Share of agglomeration, % 41.1 42.0 432 43.2 +2.0p.p.
Share of core, % 48.8 51.1 53.8 54.5 +5.7 p.p.
Krasnoyarsk Territory 2829.1 2866.5 2849.2 2845.5 100.6
Norilsk agglomeration 2104 211.0 215.9 205.4 97.6
U0 city of Norilsk 176.1 178.1 184.6 175.5 99.6
Taimyrsky Dolgano-Nenets MD 344 329 31.3 29.9 87.0
Share of agglomeration, % 74 74 7.6 7.2 -02p.p.
Share of core, % 83.7 84.4 85.5 854 +1.8p.p.
Note: hereinafter in the tables: UO — urban okrug, MD — municipal district.
* Share of agglomeration in the regional value of the indicator.
** Share of the core city in the value of the indicator for the agglomeration as a whole.
Source: own compilation.

97.1% in Khanty-Mansiysk District). At the same
time, agglomerations with a fairly developed satellite
zone (except for Tambov), as a rule, do not observe
significant differences in the rate of population
change in the core and immediately adjacent
municipalities. All this testifies to the prevalence of
agglomeration processes actually only on the territory
adjacent to the central city and their weak influence
on the periphery of the satellite zone.

Characterizing the demographic processes
observed within each agglomeration, we note certain
transformations in the settlement system, including the
development of rural settlement network as one of
the manifestations of agglomeration processes. For
instance, the analysis of the results of the All-
Russian population censuses of 2010 and 2020
allows drawing a conclusion about the growth of
the share of rural settlements with more than 10
inhabitants during the intercensal period. In the
Vologda agglomeration, it was from 21.5 to 24.5%
(by 3.0 p.p.; in the region as a whole it decreased
by 2.8 p.p.); in the Tambov agglomeration — from
83.51t0 86.2% (by 2.7 p.p.; in the region as a whole
it decreased by 3.7 p.p.); in the Kaluga agglome-
ration — from 54.2 to 58.6% (by 4.4 p.p.; in the
region as a whole it increased by 2.5 p.p.).
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At the same time, the data on the commuting
scale on the materials of the Vologda and Tambov
agglomerations indicate a noticeable spread of this
phenomenon to only one municipal district adjacent
to the core city (Vologda and Tambov, 16 and 18%
of the employed population of which, respectively,
regularly travel to the city for work; 7ab. 4). In the
next largest districts of the commuting share, it is
only 6%. At the same time, only one-way direction
of this migration is actually recorded: the share of
residents of the core cities of agglomeration working
in the districts does not exceed 0.3%. All this also
indicates a low level of labor and business ties
between the municipalities of agglomerations and,
in general, the weak development of the core zone
of the agglomerations under consideration.

In terms of economic gravity indicator'!, the
Surgut agglomeration is the leader (164 billion
rubles/km), which is due to the high density of
economic activity due to the specialization of this
agglomeration in the fuel and energy complex

' When calculating the indicator, the cost data were
brought to comparable between the constituent entities of
the REF, taking into account their adjustment for the index of
deviation from the average Russian level of the cost of a fixed
set of goods and services in the corresponding constituent
entity of the Russian Federation.
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Table 4. Commuting of the Vologda and Tambov agglomerations, % of the total employed population

Share of the employed population of the Share of the employed population of the
Tertitory Urban Orkug c.ity of Vologda traveling to WOI’II( agglomerat'ion districts who commute da?ly
daily or several times a week to the agglomeration or several times a week to Urban Okrug city
districts of Vologda for work

Vologodsky MD 0.32 16.47
Gryazovetsky MD 0.10 5.99
Sokolsky MD 0.10 2.43

Share of the employed population of the Urban Share of the employed population of the districts/

Territory Okrug city pf Tambov traveli.nglto work daily okrugs of the agglomerationltraveling to work
or several times a week to districts/okrugs of daily or several times a week in the Urban Okrug
agglomeration city of Tambov

Tambovsky MD 0.27 18.29
Sampursky MD 0.01 6.00
U0 city of Kotovsk 0.10 4.75
Znamensky MD 0.04 413
Rasskazovsky MD 0.01 3.10
U0 city of Rasskazovo 0.03 1.73
Source: own compilation based on data on the results of the All-Russian population census in 2020 (conducted in October—November
2021), provided by the Territorial Bodies of Rosstat in the Vologda Region and the Tambov Region in the context of municipalities at the
request of the authors of this article.

with very high production volumes. The minimum
values of this indicator were recorded in the Norilsk
agglomeration (4.2 billion rubles/km), which is
explained by significant undeveloped space even
within the agglomeration boundaries and the actual
presence of only two relatively large settlements
within it — Norilsk and Dudinka (which is a port
and has a number of branches of PJSC “MMC
“Norilsk Nickel”); the Kaluga agglomeration
(2.4 billion rubles), where there are no urban
settlements other than Kaluga. In this regard,
low density of economic activity and significant
distances between key population centers, in our
opinion, act as key barriers to the development of
such agglomerations.

At the same time, all the agglomerations under
consideration saw growth in the volume of products
shipped per 1 inhabitant in both current and
comparable prices in the period under study.
The highest values were observed in the Yuzhno-
Sakhalinsk agglomeration (3.0 times growth even
in comparable prices; this is largely due to the
implementation of major projects, opening and
expansion of production facilities in the field of
mineral extraction in these territories).

Economic and Social Changes: Facts, Trends, Forecast

There are significant differences in production
growth rates between the municipalities of each
agglomeration, mainly due to the different structure
of the economy, as well as the degree of economic
specialization and diversification. In many
municipalities of the satellite zone, the values of
the indicator of average per capita shipment of
goods and services significantly exceed the values
in the core city because some of the latter perform
mainly the functions of administrative, financial,
cultural, transport and logistics center, and large
industrial production (including mining) is located
in the agglomeration zone. Multidirectional trends
are also noted in intra-agglomeration differences
by this indicator: in 2015—2022, the differentiation
in terms of per capita shipment of products
between municipalities of the Vologda (from 2.3
to 4.2 times), Tambov (from 11.4 to 15.0 times),
and Yuzhno-Sakhalinsk (from 17.8 to 113.0 times)
agglomerations increased; differences in the Kaluga
(from 9.0 to 3.2 times) and Norilsk (from 6.1 to
1.3 times) agglomerations decreased; differences
in the Khanty-Mansiysk, Surgut and Arkhangelsk
agglomerations remained at approximately the
same level.
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We should say that the agglomerations in
question continue to be centers of concentration
not only of human resources, but also of economic
activity. For instance, the Arkhangelsk agglo-
meration in 2022 accounted for 2/3 of the volume
of regional shipment of goods and investment in
fixed assets, the Yuzhno-Sakhalinsk agglomeration
— 55 and 77% respectively, the Kaluga agglomera-

tion — 42 and 39%, the Norilsk agglomeration — 34
and 50%, the Surgut agglomeration — 48 and 46%,
the Tambov agglomeration — 56 and 50% (Tab. 5).
However, over the period under consideration, the
share of four out of nine agglomerations in the
total volume of the region’s products shipment
decreased, and the share of five agglomerations in
the core agglomeration in this indicator decreased.

Table 5. Share of agglomerations in the regional volume of goods shipment and investment
in fixed capital, number of organizations and individual entrepreneurs, %

. . . Volume'of ) Total number of Number of individual
Goods shipped investments in fixed N
capital** organizations entrepreneurs
Agglo- Indicat
meration naicator 2022 2022 2023 2023
to to to to
2010 | 2022 | 570 | 2010 | 2022 | ,t0 | 2019 | 2023 | ,0 | 2019 | 2023 | podo
p.p. p.p. p.p. p.p.
Share ofagglo- | ya o | 657 | 174 | 571 | 664 | 93 | 681 | 674 | 07 | 581 | 57.5 | -06
Arkhangelsk | meration
Core share**** | 64.4 | 405 | 239 | 746 | 672 | 74 | 750 | 748 | 02 | 659 | 657 | -02
Share of 132 | 161 | 29 | 386 | 300 | -86 | 506 | 523 | 17 | 392 | 431 | 39
Vologda agglomeration
Core share 825 | 736 | 89 | 780 | 69.4 | -85 | 889 | 892 | 03 | 747 | 767 | 20
Share of 615 | 41.9 | 196 | 69.3 | 39.2 | -30.0 | 498 | 499 | 01 | 461 | 466 | 05
Kaluga agglomeration
Core share 935 | 747 | 188 | 965 | 856 | -109 | 872 | 869 | -03 | 805 | 821 | 15
_ Share of 383 | 344 | 39 | 136 | 496 | 360 | 40 | 46 | 06 | 78 | 80 | 02
Norilsk agglomeration
Core share 986 | 882 | 104 | 731 | 660 | 71 | 798 | 787 | 11 | 879 | 891 | 13
Sharaof 500 | 483 | -46 | 584 | 456 | -12.8 | 440 | 429 | 1.1 | 435 | 462 | 27
Surgut agglomeration
Core share 99 | 201 | 192 | 139 | 73 | 66 | 698 | 687 | 11 | 617 | 642 | 24
Sharaof 714 | 565 | 149 | 505 | 496 | -1.0 | 695 | 69.6 | 01 | 549 | 562 | 14
Tambov agglomeration
Core share 786 | 573 | 213 | 471 [ 671 | 201 | 819 | 829 | 1.0 | 648 | 691 | 42
Share of
Knanty- soglomeration | 79 | 105 | 26 | 111 [ 211 | 100 | 88 | 98 | 10 | 71 | 71 | 00
Mansiysk
Core share o4 | 97 | 73 [ 264 [ 132 ] 132 [ 910 [ 913 | 02 | 866 | 892 | 26
Share of
Yuzhno- saglomeration - | 550 | - | 125|767 | 643 | 775 | 763 | -1.2 | 67.3 | 69.8 | 25
Sakhalinsk
Core share - o272 - | 805|957 ] 153 | 854 | 845 | -09 | 799 | 808 | 09

businesses)”.

information resource SPERK (https://spark-interfax.ru/statistics).

* Indicator “Own-produced goods shipped, works and services performed by own forces (without small business entities)” (in 2010, it
was shipments by types of economic activities in the sphere of industrial production); no calculation was made for the South Sakhalin
agglomeration in 2010 due to the lack of information on the majority of municipalities in this region.

** Indicator “Volume of investments in fixed capital, carried out by organizations located in the territory of the municipality (without small

*** Share of agglomeration in the value of the indicator for the RF constituent entity as a whole.
**** Share of the agglomeration core city in the value of the indicator for the agglomeration as a whole.
Source: own compilation based on information from the Municipal Indicators Database (https://rosstat.gov.ru/dbscripts/munst/) and
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In addition, we noted an increase and main-
tenance of a high share of agglomerations in the
total number of organizations (in 2019—-2023,
growth in 5 agglomerations out of 8) and the
number of individual entrepreneurs (growth in 7 out
of 8) of the corresponding constituent entities of the
REF. In 2023, the municipalities of the Arkhangelsk
agglomeration accounted for 67 and 58% of the
total number of organizations and individual
entrepreneurs of the region, respectively, in the
Yuzhno-Sakhalinsk agglomeration — 76 and 70%,
the Tambov agglomeration — 70 and 56%.

The share of agglomeration in the total volume
of investment in fixed capital in 2010—2022
decreased in four agglomerations (Vologda, Kaluga,
Surgut and Tambov agglomerations), the share
of the core in agglomeration decreased in six
agglomerations (except for the Tambov and
Yuzhno-Sakhalinsk agglomerations). To a large
extent, these trends can be attributed to the fact
that all constituent entities of the RF have set and
are currently facing strategic tasks to diversify
the regional economy to prevent excessive
concentration of production and investment in
urban agglomerations. To a certain extent, these

tasks can be solved. In addition, the reduction in
the growth rates of shipments and investments in
agglomerations in 2020—2022 could be caused
by a stronger impact of the consequences of the
introduction of restrictive measures due to the
spread of the coronavirus pandemic in 2020—2021
and the economic difficulties associated with the
introduction of large-scale sanctions against Russia
by Western countries in 2022.

One of the key areas of agglomeration processes
is the development of the road transport network,
which leads to a reduction in the time costs of the
population to move between settlements of the
agglomeration and increased accessibility of various
institutions and organizations. In 2010—-2022, in
most of the agglomerations under consideration
(except for Arkhangelsk and Norilsk) the share
of residents living in settlements not covered
by transportation services decreased (from 0.4
to 5.2 p.p.); while the value of this indicator in
agglomerations is noticeably lower than in the
corresponding constituent entity of the Russian
Federation as a whole. Northern agglomerations
(Arkhangelsk, Khanty-Mansiysk and Norilsk)
are characterized by a rather high share of the

Table 6. Share of population living in settlements with no regular bus/rail connections
to the administrative center of a municipal district/okrug, urban okrug, % of the total population

Territory 2010 2015 2021 2022 2022 to 2010 (+/-), p.p.
Vologda Region 5.7 12.6 6.5 4.7 -1.0
Vologda agglomeration 3.6 29 2.1 1.4 -2.3
Arkhangelsk Region (without Nenets Autonomous Area) 17.8 18.1 211 20.7 29
Arkhangelsk agglomeration 17.3 17.0 17.2 20.8 3.5
Tambov Region 34 0.7 0.8 0.7 -2.6
Tambov agglomeration 0.5 0.1 0.1 0.1 -04
Kaluga Region 8.4 6.4 5.1 438 -3.6
Kaluga agglomeration 55 3.7 3.4 3.2 -2.3
Sakhalin Region 15 0.2 0.3 0.3 -1.2
Yuzhno-Sakhalinsk agglomeration 1.3 0.0 0.0 0.0 -1.3
Khanty-Mansi Autonomous Area - Yugra 44.2 422 40.6 39.0 -5.1
Khanty-Mansiysk agglomeration 31.9 32.7 31.0 26.7 -5.2
Surgut agglomeration 3.4 2.5 0.6 0.5 -2.9
Krasnoyarsk Territory 10.3 9.3 9.2 9.2 -11
Norilsk agglomeration 50.0 50.0 50.0 50.0 0.0
Source: own compilation based on information from the Municipal Indicators Database (https:/rosstat.gov.ru/dbscripts/munst/).
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population without transport services (21, 27 and
50%, respectively), which is due to the peculiarities
of settlement and organization of transport services
in the North and the Arctic (7Tab. 6).

The results of the analysis of the registers of
inter-municipal bus routes for regular transportation
of passengers and luggage (available on the official
websites of public authorities of the respective
constituent entities of the Russian Federation)
for the end of 2023 — beginning of 2024 allow
concluding that the network of inter-municipal
routes is more developed than in the region as a
whole within the boundaries of agglomerations
(mainly along the line “city-core — large
settlements of agglomeration”): the Arkhangelsk
agglomeration (15.4% of the total number of all
districts/okrugs of the region) accounts for 42.7%
of all inter-municipal routes in the region; the
Yuzhno-Sakhalinsk agglomeration (22.2% of
districts/okrugs) — 40.0% of routes; the Tambov
agglomeration (23.3% of districts/okrugs) — 35.7%;
Kaluga (19.2% of districts/okrugs) — 33.3%;
Vologda (14.3% of districts/okrugs) — 32.1%; Surgut
(22.7% of districts/okrugs) — 19.7%; Khanty-
Mansiysk (9.1% of districts/okrugs) — 12.5%;
Norilsk (3.3% of districts/okrugs) — 1.4% of routes.

The study of dependencies between the values
of socio-economic development indicators in
the agglomeration core and satellite zone territories
in 2010—2022 using correlation analysis allowed
drawing the following conclusions:

— high direct correlation in the population
dynamics is observed only in a small number of
“core — agglomeration municipality” pairs (4 out of
25, as a rule, with the municipality close to the
core: Vologda and Vologdsky District; Surgut and
Surgutsky District; Arkhangelsk and Novodvinsk;
Arkhangelsk and Severodvinsk; Tab. 7);

— in terms of the dynamics of the natural
population growth rate, a high direct relationship
is observed in the vast majority of pairs of munici-
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palities (23 out of 25); this is due to the fact
that the processes of natural population repro-
duction are sustainable in most municipalities
of the region; at the same time, agglomerations
attract young population, which causes similar
reproductive demographic processes in these
territories;

— the dynamics of the coefficient of migration
population growth does not show a noticeable
relationship between the municipalities of agglo-
merations, since migration processes are influ-
enced by many different factors for different
municipalities; in addition, this may indicate that
the territory of the satellite zone, unlike the core, is
not attractive for migration;

— high close and direct connection of territories
by the dynamics of product shipment per
1 inhabitant is observed in less than half of pairs
of municipalities (10 out of 25; all 3 pairs of the
Vologda agglomeration, 1 out of 3 pairs of the
Arkhangelsk agglomeration, 3 out of 6 pairs of
the Tambov agglomeration, 2 out of 3 pairs of the
Yuzhno-Sakhalinsk agglomeration, and the only
pair of the Norilsk agglomeration), which indicates
low production connectivity and the presence of
spatial imbalances in the economic development of
the agglomeration;

— in terms of the dynamics of average per capita
investment in fixed capital, a high direct relationship
is observed only in four pairs of municipalities
(Vologda and Gryazovetsky District, Vologda and
Sokolsky District, Khanty-Mansiysk and Khanty-
Mansiysky District, Norilsk and Taimyrsky
District), which, in our opinion, is due to the
weak complementarity of their economies and
conjugation of reproduction processes between the
agglomeration municipalities;

— in terms of local budget revenues per inha-
bitant, a high direct correlation is observed in the
overwhelming majority of pairs (19 out of 25), which
is explained by the presence in the system of
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Table 7. Correlation coefficients of indicators of socio-economic development of
the core city and satellite municipalities for the period 2010-2022

Pairs of municipalities of urban agglomerations RP Cng Cmg Shipment v revle_r?ues Salary
U0 city of Vologda — Vologodsky MD 0.872 0.750 0.230 0.931 0.628 0.892 0.992
UO city of Vologda — Gryazovetsky MD -0.487 0.769 -0.192 0.930 0.843 0.862 0.988
U0 city of Vologda — Sokolsky MD -0.300 0.876 -0.170 0.938 0.901 0.896 0.998
UO city of Arkhangelsk — UO city of Novodvinsk 0.882 0.962 -0.180 0.894 0.169 0.906 0.998
U0 city of Arkhangelsk — UO city of Severodvinsk 0.938 0.961 -0.407 0.559 0.424 0912 0.983
U0 city of Arkhangelsk — Primorsky MD -0.803 0987 | -0.123 0.556 0.353 0.765 0.982
U0 city of Tambov — UO city of Kotovsk -0.649 0.959 0.131 0.586 0.292 0.742 0.990
U0 city of Tambov - UO city of Rasskazovo -0.413 0.933 0.324 0.798 0.194 0.763 0.995
U0 city of Tambov — Tambovsky MD -0.309 0.948 0.636 0.813 0.002 0.429 0.997
U0 city of Tambov — Rasskazovsky MD -0.733 0.836 -0.107 0.605 -0.226 0.891 0.994
UO city of Tambov — Znamensky MD -0.702 0.768 0.325 0.797 0.276 0.332 0.995
U0 city of Tambov — Sampursky MD -0.839 0.782 -0.450 -0.592 0.066 0.666 0.974
U0 city of Tambov — Babynsky MD -0.472 0.769 -0.584 0.584 0.587 0.872 0.995
U0 city of Kaluga — Dzerzhinsky MD -0.628 0.798 -0.297 0.486 0.340 0.964 0.990
U0 city of Kaluga — Peremyshisky MD 0.083 0.698 0.245 0.507 0.034 0.959 0.966
UO city of Kaluga — Ferzikovsky MD 0.549 0.839 -0.063 0.438 0.324 -0.100 0.987
UO city of Yuzhno-Sakhalinsk — UO Korsakovsky -0.134 0.687 0.085 0.759 0.358 0.964 0.980
UO city of Yuzhno-Sakhalinsk — UO Anivsky 0.327 0.592 -0.051 0.783 0.402 0.979 0.988
U0 city of Yuzhno-Sakhalinsk — UO Dolinsky -0.146 0.540 | -0.565 -0.650 0.275 0.822 0.978
U0 city of Khanty-Mansiysk — Khanty-Mansiysky MD -0.497 0.934 0.100 0.567 0.734 0.446 0.984
U0 city of Surgut — UQ city of Nefteyugansk 0.669 0.952 0.243 0.534 0.143 0.709 0.984
U0 city of Surgut — UO city of Pyt-Yakh -0.862 0.945 0.065 0.576 0.103 0.513 0.980
U0 city of Surgut — Surgutsky MD 0.950 0958 | -0.212 0.442 0.646 0.836 0.997
U0 city of Surgut — Nefteyugansky MD 0.656 0.863 0.284 0.503 0.510 0.725 0.992
U0 city of Norilsk — Taimyrsky Dolgano-Nenetsky MD | -0.434 0.802 0.404 0.861 0.980 0.827 0.997

Source: own compilation.

Designations: RP — resident population at the end of the year; Cng — natural population growth rate; Cmg — migration growth rate;
Shipment - shipped goods of own production, works and services performed by own forces (without small businesses); IV —investments
volume in fixed capital (without small business entities) per 1 inhabitant;
Salary — average monthly salary of employees of organizations (without small businesses).

LB revenues — local budget revenues per 1 inhabitant;

intergovernmental fiscal relations of the principle
of equalization of fiscal capacity of municipalities in
the region by transferring subsidies to municipalities
from the budget of constituent entities of the RF;
at the same time, the lack of correlation for this
indicator in 6 pairs is due to the use of different
approaches in the regions to the organization of
intergovernmental fiscal relations and redistribution

of powers between the region and municipalities.
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— in terms of the dynamics of average monthly
wages, a high direct correlation is observed in all pairs
of agglomeration municipalities, which is due to the
focus of the federal regional and intra-regional
policy of the constituent entities of the Russian
Federation primarily on reducing the differences
between the territories in the level of wages of social
(budgetary) sector employees and increasing the
value of their wages.
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Conclusions

We draw the following summarizing conclu-
sions based on the results of the conducted work.

1. The studied agglomerations of the “second
tier” are rather underdeveloped in terms of the
presence of an established system of urban
settlements in each of them; at the same time,
the share of the core city in the total population
is further increasing to an extremely high level.
All this indicates the growth of centripetal
tendencies and strengthening of the position of
the central city at the expense of the satellite zone
resources, which in the future may act as a factor
limiting the development of such agglomerations
as integrated socio-economic systems. At the
same time, the rural settlement network of agglo-
merations, unlike the regions where they are
based, does not degrade due to active intraregional
migration.

2. Another key manifestation of agglomeration
processes is the concentration of a significant share
of regional production, investment and economic
entities in the “second tier” agglomerations;
however, these processes often become factors
contributing to the growth of intra-agglomeration
socio-economic differentiation. At the same
time, in recent years, a significant part of the
studied agglomerations (especially their cores)
have somewhat lost their positions as centers
of concentration of regional production and
investment.

3. Within the agglomerations under consi-
deration (except for a number of northern ones), a
network of inter-municipal bus routes is currently
being actively developed, which makes it possible
to increase the transport accessibility of residents
of satellite zone municipalities to the core city
and is a positive factor for further activation of
agglomeration processes.

4. Agglomeration processes from the core
spread mainly only to the territory closest to it,
which is manifested in the presence of a high
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commuting level only along this line, in the
convergence and certain synchronization of their
development in terms of key socio-economic
indicators. The other municipalities either do not
experience agglomeration processes due to weak
integration with the core or have to put up with the
negative effects associated with the “pumping out”
of resources by the central city.

5. The shrinking differences between agglo-
meration municipalities in key social and a number
of other indicators (average monthly wages, volume
of local budget revenues per inhabitant) are
primarily related to the equalizing priorities of
federal and regional policy, rather than due to
market integration and positive effects spreading to
the periphery from the core.

6. Paradoxically, among the “second tier”
agglomerations in Russia, it is a number of northern
and arctic agglomerations (e.g. Surgut, Khanty-
Mansiysk) that have greater potential for deve-
lopment due to the relatively high development of
their satellite zone, the location of large industrial
production facilities with effective specialization
complementary to the economy of their core; at the
same time, these agglomerations are embedded in
national and global value chains.

Thus, we have proved the hypothesis that weak
internal integration is one of the key problems in the
development of Russian “second tier” urban
agglomerations and limits the potential of their
transformation into macro- and regional-level
growth points.

In such a situation, we suppose that it is
important to implement a set of the following
priorities aimed at ensuring the internal integration
of agglomerations space:

— development of unified documents on
strategic socio-economic (strategy, program, master
plan) and territorial planning, integrated zoning of
the agglomeration territory, taking into account the
interests of all participating municipalities, business
structures and population;
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— initiation and implementation of joint
intra-agglomeration projects in the field of
economy and infrastructure development (inclu-
ding in the format of public-private partnership),
which helps to integrate all municipalities of the
agglomeration into the system of its territorial
division of labor;

— promoting the formation of territorial
clusters, industrial parks for the emergence of
innovative activities with significant positive effects
not only for agglomeration stakeholders, but also
for the entire region;

— promoting the formation of a single agglo-
meration market (labor, housing) by unifying
legislation and eliminating administrative barriers.

The contribution of this study to the develop-
ment of science is seen in the development of
methodological approaches and tools for assessing

agglomeration processes, identifying their specifics
in Russian agglomerations of the “second tier”; the
practical significance is that the results can be used
in the practice of management at the regional and
municipal levels in the process of agglomeration
construction.

We see the prospects for the development of
the study in the working out and testing of
methodological tools for assessing agglomeration
effects (at the meso- and micro-levels) on the
materials of these agglomerations; their presence
is a fact indicating that the current processes of
concentration of human, industrial and other
resources in a limited number of centers are really
agglomeration, not enclavization (compression)
of the developed space, and these centers have
the potential to generate positive socio-economic
effects for the entire region.
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Abstract. At present, attracting investments in Russia’s strategically important sectors remains a critical
issue in the development of the domestic economy. Under the current sanctions pressure against the
Russian Federation, the development of manufacturing industries is becoming the leading task in ensuring
nationwide economic growth. The aim of the study is to develop a methodology for calculating the
aggregated factor coefficient of investment attractiveness for a complex of manufacturing industries in the
regions, based on econometric modeling. The investment attractiveness of a complex of manufacturing
industries is understood as a set of significant factors that determine the inflow of investments into a
complex of manufacturing industries. As a result of the study, we revealed that at the moment there is
no unified generally accepted methodology for assessing the investment attractiveness of manufacturing
industries; factors determining their investment attractiveness are not systematized; there are no studies
devoted to identifying statistically significant factors for this type of economic activity. In this regard, a
model was developed for selecting significant factors promoting investment attractiveness of a complex of
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manufacturing industries in Russia’s regions. According to the methodology, the final aggregated factor
coefficient is formed on the basis of private indicators that were combined into groups of factors, which
allows usto identify the most important factors affecting the investment attractiveness of the manufacturing
industry in a particular region and identify strategies to improve their investment attractiveness. The
analysis of the aggregated factor coefficient will help potential investors to determine in which regions
the complex of manufacturing industries is most promising for investment, as well as what measures
need to be taken to improve the investment attractiveness of the complex of manufacturing industries
in regions with a low coefficient value. The evaluation results showed that the most significant factors
are production, labor, and innovation factors promoting investment attractiveness of the manufacturing
industry. Our approach and the results we obtained can be used by public and private investors to make
a decision on the expediency of investments in the industry and by authorities when forming investment
policy, taking into account regional industry specifics.

Key words: investments, investment attractiveness, economic systems, region, industry in the region,
industry enterprise in the region, factors, assessment.

Introduction

The issue concerning the investment attrac-
tiveness in strategically important industries in the
regions to develop Russian production, renovate
production assets, and switch to the production
of innovative products is coming to the fore due
to the rapidly changing global economic trends.
A priority area of economic development of the
Russian Federation is the manufacturing industry
considering the sanctions pressure, withdrawal of
the Russian economy from oil and gas dependence
and due to the exhaustibility of natural resources
(oil and gas). Speaking about the structural changes
in the Russian economy, we note that according to
2022 state statistics data in the GDP structure (by
economic sectors) manufacturing industry as a
whole takes the first place with the value of 14.2%,
the second place is occupied by mining (14.0%)".
The increase in the share of industry in GDP is
due to the need to carry out import substitution
of basic technologies, so it is the assessment of
investment attractiveness (hereinafter — IA) on the
example of manufacturing industry (hereinafter —
IAtea(industries) — investment attractiveness of types
of economic activities) is the main aim of our study.

' Available at: https://rosstat.gov.ru/storage/mediabank/
55_07-04-2023.html
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Despite the presence of many theoretical appro-
aches to the assessment of the [Atea (industries),
their application is hampered in practice by the
need to adapt to the specifics of the analyzed
industry or type of economic activity. We should
also note that it is necessary to assess industries
in a particular region due to the heterogeneity of
regional development in Russia. Continuing the
discussion about the assessment of the IA of the
types of economic activities, the idea of a hierarchical
order of factors for each type of economic activity
with distinctive features seems to be important. At
the same time, it is worth noting that for a set of
industries which form a particular type of economic
activity type, the set of factors will be the same.

Let us highlight a number of problems of
estimating the IA of the complex of manufacturing
industries. The first one is the lack of a unified
methodology for assessing the IAtea(industries).
The second is the problem of choosing an approach
to assess the IAtea(industries). Currently, there
are two approaches: from the point of view of the
region’s attractiveness, which determines the 1A of
the industry; from the point of view of prioritizing
the attractiveness of industries, which determine
the TA of the region. In our opinion, when making
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a decision on investment, an investor, first of all
invests in the industry, and then in the region, as the
IA of the region reflects the territorial attractiveness
for life. This is also evidenced by the results of the
assessment of the region’s IA obtained by Expert
RA in 2023, which showed that the greatest weight
among the blocks of the region’s IA belongs to
infrastructural factors (40%). We should note that
the IAtea(industries) is studied as a set of factors.
One of the problems of the IAtea(industries)
assessment is the lack of systematization of
factors, their statistical measurement, as well as
determination of their significance. It is worth
noting that in the studies devoted to the indicators of
the IA evaluation of the complex of manufacturing
industries, the authors emphasize a different set of
indicators.

For instance, one of the main objectives of our
study is the consideration of factors affecting the IA
of the complex of manufacturing industries, based
on the analysis of existing theoretical concepts. To
increase the IA of the complex of manufacturing
industries, it is necessary to identify the significant
factors and determine the degree of their impact on
the inflow of investment in the type of economic
activity in the region. The aim of the research is to
develop an aggregate factor coefficient of the IA of
the industry in the region on the basis of econometric
modeling.

To achieve the aim of the research, we set the
following tasks:

1) to analyze methods for estimating the IA of
the complex of manufacturing industries;

2) to systematize the IA factors concerning the
complex of manufacturing industries in the regions;

3) to development the econometric model of
selection of the IA factors concerning the complex
of manufacturing industries on the investments
inflow in the TEA in the region;

4) to work out an algorithm for calculating our
coefficient of investment attractiveness of the
complex of manufacturing industries.
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The scientific novelty of the research consists in
the creation of a model for the selection of
significant factors concerning the IA of the
manufacturing industry and the development on
their basis of the methodology for calculating the
aggregate factor coefficient of the IAtea(industries),
taking into account regional specifics.

The significance of the study lies in the
development of a methodology for calculating the
aggregate factor coefficient of the IAtea(industries),
which makes it possible to reasonably rank the
regions by the level of the IA of the complex of
manufacturing industries, taking into account
regional specifics. The methodological aspect
of ranking consists in the substantiation of the
approach and selection of the most significant
factors of influence on the investment inflow in
the type of economic activity “Manufacturing
industries” taking into account regional specifics.

Literature review

In the previous few years, researchers have
been focusing on studying the investment attrac-
tiveness of the objects of economic system levels.
The direction of foreign research is the study of the
countries’ IA. For example, the European Com-
mission has developed an index of the countries’ IA,
which ranks countries by the investment volume?.
We should say that the Russian economy is a
multilevel system consisting of interrelated ele-
ments, so the IA can be considered from the point of
view of both the region and the industry, enterprise.
We will focus on the IAtea(industries). To date,
there are many techniques for assessing investment
attractiveness. Despite the fact that the existing
approaches to valuation of the IAtea(industries)
reflect investment opportunities, however, they
need to be improved, as they have shortcomings.
The main problem of the IAtea(industries)

2 European Commission. Available at: https://compo-
site-indicators.jrc.ec.europa.eu/explorer/explorer/indices/
iai/investment-attractiveness-index (accessed: November 8§,
2023).
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assessment is the choice of the object of
assessment: the TEA (industries) in the country,
the TEA (industries) in the region, a set of the TEA
(industries) enterprises in the region. Also, some
methodologies are exclusively descriptive in nature,
there are problems of availability and selection

to this TEA.

of indicators (unreasonableness of indicators),
taking into account insufficient or excessive
amount of data. Table I presents an analysis of
the methodologies for the IA of manufacturing
industry and the IA of industries related

Table 1. Analysis of methodologies for estimating the IA of manufacturing
and the IA of industries related to the TEA

Author Final indicator Assessment object Advantages Disadvantages
(Safiullin, Integral (localization | TEA in a region Calculation by statistical | Consideration of qualitative indicators,
Gubaidullina, and risk) methods, reduction to a | insufficient  number  of  factors
2020) single indicator, availability | (accounting only for shipment of
of statistical data, possibility | goods), lack of comparison of regions
of retrospective analysis
(Milovanova, Integral (economic Industry in a Calculation by statistical | Objective assessment of the risk
Kuz’menko, component and region methods, reduction to a | component;taking into account only the
2007) risk) single indicator, availability | economic factor
of statistical data, simplicity
of calculation, possibility of
retrospective analysis
(Kovaleva, Integral indicator All industries Calculation by statistical | It is descriptive in nature, no specific
2014) (investment methods,  simplicity  of | indicators are presented, applicable only
potential and risk) calculation, possibility to | to the industry as a whole in the country
apply the methodology for
different industries
(Kalinina, Integral indicator TEA in regions The ready-made indicator, | Indicators for each TEA are the same,
Kalinina, (sum of rating the possibility of applying | insufficient number of indicators is
2016) factors) the methodology to calculate | taken into account, unproven selection
different TEA, the visibility of | of factors
the results obtained, helps to
highlight the region’s rating
(Boslovyak, Integral indicator Industries in a Ready-made indicator, | Subjectivity, complexity of calculation,
2012) (private indicators) country applicability for different | taking into account insufficient number
industries, calculation in | of factors (financial)
dynamics
(Varavinetal., | Index Industry in a Ready-made indicator, easy | Lack of statistical data to measure the
2023) region to calculate, objective environmental factor, taking into account
insufficient number of indicators
(Fomina, Analysis of TEA by country Obtaining an  objective | Need for additional calculation of the
2015) indicators evaluation result model forming the aggregate indicator
(Klimova, Analysis of Industry in a Obtaining an  objective | Need for additional calculation of the
Shapovalova, indicators region evaluation result model forming the aggregate indicator
2017)
(Avezova et al., | Analysis of Industry by Obtaining an  objective | Need for additional calculation of the
2022) indicators country evaluation result model forming the aggregate indicator
(Abdikeev et Investment potential | TEA by country Obtaining an  objective | Need for additional calculation of the
al., 2019) through the analysis evaluation result model forming the aggregate indicator
of indicators
(Vanyushkin, Analysis of TEA and industries | Obtaining an  objective | Need for additional calculation of the
2015) indicators in a region evaluation result model forming the aggregate indicator
(Veretennikova, | Investment volume Industries by Obtaining an  objective | Need to take into account additional
Rybina, 2011) countries evaluation result factors, consideration of external

funding from the U.S.

Source: own compilation.
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In our previous studies, we determined that the
best approach for assessing the industries’ IA in the
region would be the factor approach, taking into
account the interrelation and interdependence of
the activities of different levels of the economic
system, which allows fully utilizing the approach
to form the IA management system of industries
(Elokhova, Plotnikov, 2023).

Continuing the conversation about the
IAtea(industry) in the region, we note that today
there are two approaches to its assessment: in terms
of the region’s attractiveness, which determines
the IAtea(industry) (Burlin, 2023; Veretennikova,
Rybina, 2011; Dyachkova, Zhevtun, 2023; Sviridova
et al, 2023; Fomina, 2015; Binda et al., 2020); and
in terms of prioritizing the attractiveness of the TEA
(industry), which already determines the region’s IA
(Vanyushkin, 2015; Pakhtusova, 2011; Petrushina
2023; Rubtsova et al., 2023; Safiullin, Gubaidullina,
2020; Mustafakulov, 2017). The second approach
has not yet worked out a single generally accepted
methodology of evaluation based on econometric
modeling.

In our study, we propose to consider the type of
economic activity “Manufacturing industries”, the
main branches of which are machine building; oil
refining; food industry; metallurgy; chemical
industry; wood processing; manufacturing of
materials for construction; pulp and paper industry.
Let us emphasize the features of this type of
economic activity:

— the largest investment share in fixed capital
and stable investment growth (Zolotareva,
Zolotarev, 2022);

— leading role in the global economy (the au-
thors analyze exports and imports of leading coun-
tries by GDP) (Abdikeeyv et al., 2019);

— state support (Fomina, 2015);

— competitiveness growth under the condition
of realizing innovative factors (Safiullin, Gubaidul-
lina, 2020).
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According to the analysis of methodologies
designed to assess the IA of the complex of
manufacturing industries in the regions, scientists’
opinions on this issue are divided. The first
group of authors (Bulgakova, 2004; Levchenko,
2023; Narolina, 2018, etc.) assesses investment
attractiveness through an integral indicator formed
by investment potential and investment risks. The
second group (Abdikeev et al., 2019; Avezova et al.,
2022; Klimova, Shapovalov 2017; Fomina, 2015)
does it through the analysis and forecasting of
indicators. The third group (Veretennikova, Rybina,
2011; Vorobyeva, Erokhina 2023; Rubtsova et al.,
2023, etc.) assesses the 1A through investments in
fixed capital.

Let us dwell on the point of view of the second
group of researchers and note that one of the
problems of the IAtea(industry) assessment is the
lack of systematization of factors and their statistical
measurement. Table 2 presents the classification
of factors concerning the IA of the complex
of manufacturing industries, their statistical
measurement, as well as the authors who highlight
these factors.

We should say that the indicators characteri-
zing the infrastructural and environmental factors
are considered at the regional level. The political
factor is considered at the country level; labor and
financial factors — at the level of the TEA/industry
in the region. A number of indicators of production
and economic factors are represented by regional
indicators due to the lack of statistical information
at the level of the TEA/industry.

Based on the selected indicators, the study
proposes a comprehensive approach to assessing
the IA of the industry in the region. As a depen-
dent variable we propose to use the indicator
of investment activity in the region by type
of economic activity — investment in fixed
capital (Zolotarev Zolotareva, 2022; Korkin,
2023, etc.).
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Table 2. Systematization of factors concerning investment attractiveness of the complex of
manufacturing industries, their statistical measurement and use in further modeling

The factor The reason why
Factor, authors Indicators is used a factor is not used
in the model in the model
Production Own-produced goods shipped, work and services performed | +
(Abdikeev et al., 2019; by own forces (TEA/industry in the region)
Kalinina, Kalinina, 2016; Ratio of shipped products to manufactured products (TEA/ No data
Klimova, Shapovalov, 2019; industry in the region)
Fomina et al., 2015 Labor productivity index (industry) No data
etal) Index of production (TEA/industry in the region)
Fixed assets renewal ratio (regional)
Degree of depreciation of fixed assets (TEA/industry in the No data
region)
Share of enterprise in the main production assets of the No data
industry (TEA/industry in the region)
Goods output index (TEA/industry in the region) No data
Economics Indices of physical volume of gross regional product in basic | +
(Abdikeev et al., 2019; prices (regional)
Kalinina, Kalinina, 2016; Foreign trade turnover by industry (TEA/industry in the region) No data
Klimova, Sha.povalova, 2019; Price index (TEA/industry in the region) +
::Ic?;?:a220(]125 Invgstments in‘ fixed gapital (TEA/industry in the region) +
Chistov, Gazukin, 2013; Business confidence index (regional) No data
Silva et al., 2023 Share of products of this industry in the country’s GDP (TEA/ No data
etal) industry in the region)
Public investments volume in fixed capital of the industry No data
(TEA/industry in the region)
Preferential loan volume to the industry (TEA/industry in the No data
region)
Expenditures on technological innovation (TEA/industry in | +
the region)
Share of innovative products in commodity turnover (TEA/ No data
industry in the region)
Industry development dynamics (TEA/industry in the region)
Market capacity (TEA/industry in the region) No data
Receipt of taxes and fees to the budgetary system of the | +
Russian Federation by main types of economic activity (TEA/
industry in the region)
Labor Share of employed in the industry in total employment in the No data
(Abdikeev et al., 2019; country’s economy (TEA/industry in the region)
Avezova et al., 2022; Average number of employees in the industry (TEA/industry | +
Gajfullina, Nizamova, 2019; in the region)
Kalinina, Kalinina, 2016; Quality and availability of skilled labor; high-productivity | +
Fomina, 2015; industry jobs (TEA/industry in the region)
Dorozyriski et aI.,201§; Index of average monthly nominal accrued wages (TEA/ | +
Kuna-Marszatek, 2017, industry in the region)
Snieska, Zykiene, 2015; - - - -
Windhyastiti et al., 2021 Number of new jobs created (TEA/industry in the region) No data
etal) Ratio of wage arrears to labor remuneration fund (TEA/
industry in the region)
Economic and Social Changes: Facts, Trends, Forecast Volume 17, Issue 1, 2024 115
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End of Table 2
The factor The reason why
Factor, authors Indicators is used a factor is not used
in the model in the model
Financial Profit on sales (TEA/industry in the region) A component of the
(Abdikeev et al., 2019; financial result
Avezova et al., 2022; Financial result of profitable organizations of the industry | +
Burlin, 2023; (TEA/industry in the region)
Gajfullina, Nizamova, 2019; Profitability of sold goods, works, services (TEA/industry in | +
Kalinina, Kalinina, 2016; the region)
Fomina, 2015, Return on assets (TEA/industry in the region) It depends on the
Mustafakulov, 2017 s )
profitability of sales;
etal.) oo
it is necessary to
take into account the
return on sales
Accounts receivable of organizations (TEA/industry in the | +
region)
Accounts payable of organizations (TEA/industry in the | +
region)
Rate on loans and deposits (regional) No data
Infrastructural Share of public roads of local significance with hard surface in | +
(Kalinina, Kalinina, 2016; the total length of public roads of local significance (regional)
Fomina, 2015, Provision of preschool children with places in organizations | +
Chistov, Gazukin, 2013; engaged in educational activities under preschool education
Windhyastiti et al., 2020 programs, babysitting and child care (regional)
etal.) Number of teachers in organizations carrying out educational | +
activities under educational programs of primary general,
basic general, secondary general education (regional)
Number of students enrolled in higher education programs | +
— bachelor’s, specialist'’s, master's degree programs, per
10,000 population (regional)
Number of hospital beds, end of year (regional) +
Investments volume in creation of new and/or development -
of existing engineering infrastructure facilities (regional)
Ecological Air pollutant emissions from stationary sources (regional) +
(Varavin et al., 2023; Value of green capital investment (regional) No data
Kondrat’eva, 2020;
Silva et al., 2023 et al.)
Political (Nguen, 2012; Stable political situation (country) No data
Pahtusova, 2011;
Chistov, Gazukin, 2013;
Silva et al., 2023;
Windhyastiti et al, 2020 et al.)
Source: own compilation.

Research methods

The article proposes our methodology for
calculating the aggregate coefficient of the industry
TA in the region (hereinafter — coefficient). The task
is to study the influence of factors on the investment
inflow in the industry taking into account regional
specifics and to identify significant parameters that
will participate in the calculation of the coefficient.
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To achieve the set goal, we developed the model
of selecting the factors concerning the industry IA
in the region. To determine the dependence, we
selected the indicator of investment inflow by type
of economic activity “Manufacturing industries” in
Russia’s regions. For this purpose, we considered
the actual data for the period 2010—2021. The
methodology for calculating the coefficient includes
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several stages, each of which allows assessing various Figure shows the algorithm for calculating the
aspects affecting the industry attractiveness for coefficient of the industry investment attractiveness
investors. in the region.

Algorithm for calculating our aggregate coefficient of the industry IA in the region

Input data selection

v

Input data processing

v

Correlation analysis

Removing parameters
with values > 0.6

<4—No Correlation coefficients < 0.6

Yes

v

Model calculation

v

Checking for multicollinearity

Removing factors <¢—No There is no multicollinearity

Yes

v

Selecting a model (Hausman test, Breusch —
Pagan test, F-test, Akaike criterion, Schwartz
criterion)

v

Choosing factors influencing the overall result

v

Calculating the coefficient of investment
attractiveness of the industry in the region

End

Source: own compilation.
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Let us focus on the detailed description of the
sequence of steps to be performed to achieve the
research goal.

Step 1: Selection and justification of indicators
for the econometric model. The research carries out
correlation analysis on the basis of the collected
statistical data, previously taken into account when
assessing the IA of the complex of manufacturing
industries in the works of other authors. It is
worth noting that the construction of the model is
necessary to identify the most significant indicators
of influence on the investment inflow in the
manufacturing industry in the region, from which
our index is subsequently calculated.

Step 2: Input data processing. The indicators
expressed in percentages remain unchanged, the
rest are recalculated to improve the objectivity of
the calculations.

Step 3: Evaluation of indicators on the basis of
correlation analysis. At this step, we constructed the
correlation matrix, and assessed the dependence
between all indicators, as well as between the
indicators and the dependent variable. Then we
selected the indicators for model building which
satisfy all the conditions, namely, the value of
the correlation coefficient should be < 0.6. The
study made the estimation for two econometric
models due to the fact that the indicators of profit
and profitability, which initially correlate with
each other, were chosen to measure the financial
factor. Therefore, our aim is to choose the best
model to measure the financial factor in addition
to choosing the best model. Throughout the study
two iterations of the model will be calculated and
analyzed, subsequently one of them will be selected
on the basis of the best model of the first and second
iteration.

Step 4: Checking indicators for multicollinearity.

Step 5: Calculation of two econometric models
to check for model validity (based on the Ramsey
test).
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Step 6: Exclusion of insignificant variables by
their p-value (significance level).

Step 7: Testing the hypothesis about the impact
of industry factors on the IA, building a new model
(checking the correctness of the new model based
on the Ramsey test).

Step 8: Selection of the best model of the first
and second iteration based on tests (F-test, Durbin—
Wu—Hausman test, Breusch—Pagan test). The
choice is made between fixed effects model, random
effects model, fixed effects model with the addition
of dummy variables, random effects model with
the addition of dummy variables on the basis of
the F-test, Durbin—Wu—Hausman test, Breusch—
Pagan test.

Step 9: Choosing between the first and second
iteration of the model. Based on the Schwartz
information criterion and Akaike information
criterion, a decision is made to select the best
model. The model in which the value of these
criteria has the lowest value is recognized as the best
model.

Step 10: Ranking of indicators through their
significance level based on the selected model.

Step 11. Calculation of the aggregate 1A
coefficient of the industry in the region based on
the selected model. We calculate the coefficient by
finding the sum of the corresponding sub-indices
with weights. The weight of the indicator is
determined based on the level of significance of the
indicator in the selected model.

The proposed methodology makes it possible to
identify the significant factors regarding the IA of
the complex of manufacturing industries in the
regions, based on which an aggregated factor
coefficient is obtained.

Research results

Based on the above, we developed a model for
the selection of factors concerning the investment
attractiveness of the complex of manufacturing
industries.
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The information basis included the informa-
tion of the Federal State Statistics Service of the
Russian Federation on 83 Russia’s regions for
the period 2010—2021 for the selection of statis-
tical indicators. Due to incomplete information,
the following six regions did not participate
in the calculations: the Republic of Crimea,
the city of federal significance Sevastopol, the
Donetsk People’s Republic, the Lugansk People’s
Republic, the Zaporozhye Region and the Kherson

After selecting the parameters to measure the
factors (see Tab. 2), it is worth checking them for
collinearity. The most important task in correlation
analysis is to identify the relationship between
variables. For this purpose, we constructed a
correlation matrix. As a result of correlation analysis
for the model of the first and second iteration,
Table 3 presents the indicators we have chosen.
The difference is that for the model of the second
iteration the indicator X2 is excluded due to its

Region. correlation with X7.
Table 3. IA factors concerning the complex of manufacturing industries for model building
Factor Designation Description Measure Adjustment
Production C Fixed assets renewal ratio (by region) % -

v Shipped goods of own production, works and | Thousand rubles | Thousand rubles / number
services performed by own forces (by types of of industry enterprises in
economic activity) (TEA in the region) the region

Economics Expenditures of organizations on technological | Thousand rubles | Thousand rubles / number
innovations (TEA in the region) of industry enterprises in

the region

Labor WA Number of high-productivity jobs (TEA in the | Places People / number of industry

region) enterprises in the region
w2 Average monthly nominal gross wages per | Rubles -

employee for the full range of organizations
(TEA in the region)

Financial R Level of profitability (unprofitability) of sold | % -
goods, products, works, services (TEA in the
region)

Pr Financial result of profitable organizations | Thousand rubles | Thousand rubles / number

(TEA in the region) of industry enterprises in
the region
Infrastructure T Share of local public roads with hard surface in | % -
the total length of local public roads (by region)

Ed Provision of preschool children with places in | Places for 1,000 | -
organizations engaged in educational activities | children
under educational programs of preschool
education, supervision and care of children.

Number of teachers in organizations carrying

out educational activities under educational | People Teachers per 10 thousand
programs of primary general, basic general, people

secondary general education.

Number of students enrolled in higher

education programs — bachelor’s, specialist's | People

and master's degree programs, per 10,000

population (by region)

H Number of hospital beds, end of year (by | Units Bed capacity per 10,000
region) people

Ecological Eco Air pollutants emitted from stationary sources | Thousand ton Thousand ton per 10
(by region) thousand people

Source: own compilation.
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Next, we calculate multiple regression models
and test the validity of the models based on the
Ramsey test taking into account the selected
indicators. The null hypothesis (H0) indicates
that the model specification is correct (p-value >
0.05), the hypothesis (H1) indicates that the model
specification is incorrect (p-value < 0.05). In our
case, the model specification of the first and second
iteration models is incorrect because p-values less
than 0.05 indicate that the model is not a good fit.
Due to the fact that it is important for us to show the
influence of factors related to production activities,
it was decided to exclude the infrastructure factor
from the model.

Let us re-evaluate the models’ correctness. It
proves that the specification of the models of the
first and second iteration is correct, since the test
values are greater than 0.05. Thus, the model
includes the following factors of the IA of the
complex of manufacturing industries: production,
innovation, labor, financial, environmental.

Further, we estimated 4 models in each itera-
tion: with fixed effects, with fixed time effects, with

random effects, with random and time effects. We
used Durbin—Wu—Hausman, Breusch—Pagan, and
F-test were used to select the best model of the first
and second iteration.

Thus, e selected the best model of the first and
second iteration. In the first and second iteration,
the best model was the model with fixed effects. Let
us elaborate on the selected models and evaluate
them (7ab. 4).

When choosing the best model, we pay attention
to the Schwartz information criterion (SIC) and the
Akaike information criterion (AIC). The Schwartz
information criterion (SIC) is (2052.96) and the
Akaike information criterion (AIC) is (1631.27) for
the profitability model. For the financial outcome
model, the Schwartz information criterion (SIC) is
(2053.23), the Akaike information criterion (AIC)
is (1632.20). We should note that these criteria allow
choosing the best model, the best one will be the
model with the lowest value of the criterion. In our
case, the model with profitability has less values
than the model with profit, which allows making a
choice in favor of the model with profitability.

Table 4. Detailed evaluation of the best models of the first and second iteration

. Fixed effects model Fixed effects model
Name of variable — - —
First iteration Second iteration
Factor | Const -8.54*** -10.19***
Regional data
Manufacturing C 0.02** 0.02**
Ecological Ln(Eco) -0.09 -0.15
Industry data

Manufacturing Ln(V) 0.32%** -
Labor Ln(W1) 0.27*** 0.41**>

Ln(W2) 0.57*** 0.93***
Innovative Ln(l) 0.07** 0.07**
Financial R 0.008* -

Ln(Pr) - 0.03
Number of observations N 941 941
Determination coefficient R? 0.82 0.82
F-Fest p-calc. p=0 p=0
Breusch—Pagan test p-calc.
Durbin-Wu-Hausman test p-calc.
Schwarz information criterion p-calc. 2052.96 2053.23
Akaike information criterion p-calc. 1631.27 1632.20
Source: own compilation.
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Thus, we choose the best model (Formula 1).

In(y;) = a; + B+ C;s + vy *InEco;, +

+0xInViy+exInW1l; +e*InW2;, + (D)

+ ¢« In e + nRye * +uy,

where i = 1.83 — number of region;

t = 2010.2021 — moments in time;

u;; — random error, all u;; are independent and
identically distributed;

u;~iid(0; 62);

a; — fixed effect of region i;

y — investments in fixed capital by type of
economic activity “Manufacturing industries”.

Based on the obtained modeling results, we can
conclude that when carrying out measures aimed
at increasing the IA of the manufacturing industry
in the regions, it is necessary to focus on fixed
assets renewal ratio; air emissions of pollutants
emitted from stationary sources; volume of shipped
goods of own production, works and services
performed by own forces by the industry; number
of highly productive jobs by the industry; average
monthly nominal accrued wages and salaries per
worker; expenditures of industry organizations on
technological innovations; profitability (unprofi-
tability) rate of sold goods, products, works, services
of industry enterprises.

We used the significant factors selected on the
basis of the proposed model (Formula 1) to calculate

the aggregate coefficient of industry investment
attractiveness. We should note that the proposed
coefficient is suitable for calculating the IA
coefficient of industries belonging to the type of
economic activity “Manufacturing industries”.

Aggregated index of industry investment
attractiveness in the region (IAlir — index of
investment attractiveness of the industry in the region)
is calculated by finding the sum of the corresponding
sub-indices with weights (Formula 2):

[Alir = Y%, a;x;,

)

where x; — i-indicator, i = 1,n;
n — total number of factors;
a; — weight of i-factor, and Xi=; a; = 1,a; € [0,1],

The unfolded formula is as follows (Formula 3):

[Alir = 0.14 % C; + 0.05 * Eco; +
+0.19%V; +0.19 « W1; +
+0.19 * W2; +0.14 * I; + 0.1 % R,.

3)

First of all, the indicators for calculating the
index for each region are brought to one scale by
normalization. As part of data normalization,
asymmetry was assessed. It is important to note that
we used the formula of inverse normalization for the
environmental factor.

The weight of each indicator is determined
depending on the weight of importance of each
factor in the model (Tab. 5).

Table 5. Determination of the weight of IA factors of the complex of manufacturing industries in the regions

Factor Taxonomic unit Indicator Level of significance Weight
Manufacturing Region X2 (3%)** 0.14
Ecological Region x9 - 0.05
Manufacturing Industry x10 (1%)* > 0.19
Labor Industry x11 (1%)*** 0.19
x12 (1%)*** 0.19
Innovative Industry x13 (3%)** 0.14
Financial Enterprise x14 (5%)* 0.10
- - Sum - 1.00
The weight of the factors is determined based on the p-value (significance level) presented in Table 2.
Source: own compilation.
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Table 6. Aggregated coefficients of investment attractiveness of the type of economic activity “Manufacturing
industries” by constituent entities of the Russian Federation (first and last five positions in the rating), 2021

Rating Region IAlir index
1 Murmansk Region 0.80
2 Krasnoyarsk Territory 0.67
3 Omsk Region 0.65
4 Archangelsk Region 0.63
5 Perm Territory 0.61
79 Chechen Republic 0.24
80 Republic of Tyva 0.20
81 Republic of Kalmykia 0.19
82 Republic of Altai 0.18
83 Republic of Ingushetia 017
Source: own compilation.

Thus, we present our approach to the calculation
of the aggregate factor coefficient of IA of the
complex of manufacturing industries in the regions.

Table 6 shows the indices of investment
attractiveness of the “Manufacturing industries”
sector calculated by the constituent entities of the
Russian Federation for 2021.

Based on the calculations in 2021, the highest
value of the IA coefficient for the TEA “Manu-
facturing production” is in the Murmansk Region,
the Krasnoyarsk Territory, the Omsk Region, the
lowest — in the regions of the North Caucasus. We
should note that the aggregate coefficient of the IA
is measured from 0 (min) to 1 (max). Consequently,
we can say that the IA of the manufacturing
industry in the Murmansk Region has a value close
to 1, which indicates a high level of the IA of the
manufacturing industry in this region. It means that
the complex of manufacturing industries has a high
level of manufacturing, labor, innovation, financial
factors with a low environmental load and will be
interesting for potential investors.

The proposed approach to assessing the 1A of
the complex of manufacturing industries can be
used by investors, private or public, who, guided by
these coefficients, will make informed decisions
about the feasibility of investment in the
manufacturing industries of a particular region.

122

Volume 17, Issue 1, 2024

This assessment can also be an integral part of the
system of information and analytical monitoring
of economic development to ensure managerial
decision-making at the level of the regional system
as a whole.

Conclusion

In conclusion, we should note that the study of
the IAtea(industries) is of particular interest for
attracting investment in strategically important
sectors of the Russian economy. Currently, there
is a problem of the lack of a comprehensive unified
approach to assessing the IAtea(industries), so the
research proposed a methodology for calculating
our coefficient of investment attractiveness of
the complex of manufacturing industries. The
calculations are based on the data on the type
of economic activity “Manufacturing indust-
ries” in Russia’s regions. For instance, the
proposed methodology can be adapted to
calculate the IA coefficient of industries related
to this type of activity, which allows expanding
its application. The developed IA coefficient of
the manufacturing industry makes it possible to
identify the most promising regions for investment
in the manufacturing industry. The methodology
will allow increasing the regulatory support
of investment activity, to rank priorities in the
selection of investment projects, to determine the
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mechanisms of support for investment activity
of the manufacturing industry in the region, to
develop a more reasonable industrial passport of
the region. When using the proposed methodology,
the investor has the opportunity to narrow down
the range of objects for investment, focusing on the
most attractive regions of location of manufacturing
industry enterprises.

It is important to note that the proposed
coefficient is an intermediate research result and

will be used in conjunction with the region’s
industrial profile to rank the IA of the industry in
the region.

The direction of further research is the
development of a software product for calculating
the index of the investment attractiveness of the
industry in the region with visualization. The
assessment of the IA of industries is an important
and urgent task of harmonious development of the
national economy.
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Introduction to the problem

The current socio-economic situation in Russia
is largely determined by a number of external and
internal factors, including previously introduced
and current sanctions, effects of the coronavirus
pandemic, unpredictability of fluctuations in the
ruble and energy prices, unstable inflation, etc.

In this context, a decisive transformation of the
commodity-based economy, largely dependent on
the global market and the results of export-import
activities, into an economy that promotes import
substitution, scientific, technological and innovative
development, as well as maintaining the necessary
balance between internal self-sufficiency and
global openness, should become national priority
goals. Their achievement is possible only on the
basis of socio-economic development of regions as
geographically specialized subsystems within the
national economy.

Budget regulation, the importance of which
increases markedly during periods of instability,
has impressive and diverse opportunities for socio-
economic development of regions. Moreover,
insufficient effectiveness of budgetary policy can
become a significant barrier to the integrated
development of the entire socio-economic system.
We should note that in the presence of various kinds
of restrictions, including financial, the need has
increased many times not so much in quantitative
increment of existing budget resources, which is
typical of the traditional but outdated paradigm
of socio-economic development, as in the fullest
realization of the regions’ budget capacity. The use
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of this category contributes to significant progress
regarding the factors promoting the economic and
social development of regions. Obviously, this is
possible only when new methodological approaches
to the formation and assessment of the use of the
region’s budget capacity are developed; this has
become the aim of the work. The research was based
on general scientific methods of cognition, as well
as comparative, evolutionary, institutional and other
relevant approaches.

Debatable issues of the methodology for studying
the region’s budget capacity

The scientific community and practical
managers actively discuss the forms and methods
of implementing the budget capacity, which, in
turn, among other factors depend on the correctness
and thoughtfulness of the use of the conceptual
framework. In this regard, research into the
theoretical foundations of the content of budget
capacity seems to be an urgent and important
scientific task.

At the same time, there is a noticeable con-
centration of research focus on tax capacity (as part
of budget capacity) or on the financial or economic
capacity of the region (including those studies that
consider budget capacity as their component),
which requires further development and
substantiation of the theoretical and methodological
content of the region’s budget capacity.

The term “budget capacity” (“fiscal capacity”
in English-language literature) and methods for
determining its level became very widely used in
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scientific and managerial circles with the arrival of
the so-called progressive financial consolidation
policy in the early 1990s (Martinez-Vazquez, Boex,
1997; Haffert, Mehrtens, 2013).

Taking into account the results of previous
studies (Pechenskaya, 2018a), we will highlight a
number of fundamental issues of the methodology
of budget capacity research that have caused a lively
scientific discussion, in particular:

» e

* Are the terms “resources”, “opportunities”,
“reserves”, “capacity”, “budget”, “budget
capacity” identical?

* How to take into account the time factor
when researching budget capacity in a cyclical
budget process?

*  Why is it necessary to implement budget
capacity?

*  Which capacity should be analyzed: budget
or tax?

*  Which approach to the study of the essence
of budget capacity best meets the task of promoting
socio-economic development in the regions?

Further, the study will present a consistent
scientific search and substantiation of answers to
these questions.

First, when considering the interpretations of
the essence of budget capacity, we found a fairly
frequent substitution of the terms “resource”,

bbl [13

“reserves”,

b3 (13

opportunities”, “capacity”, as well as
“budget” and “budget capacity”.

Resources, which are one of the most important
economic categories, represent sources of covering
needs. The sources of budget resources are budget
revenues created as a result of economic activity and
funds attracted to the budget on a reimbursable and
gratuitous basis. In this study, budget resources will
be understood as those that are already involved in
economic turnover. According to their engagement,
resources can be classified as those that are in use
and those that are potentially possible. In the latter

case, we are talking about reserves for the growth of
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budget resources. Doctor of Sciences (Economics)
EF. Hanafeev points out two different states of
reserves: the state of unused opportunities or the
state of development (Hanafeev, 2008). We will
proceed from the position of allocating unrealized
and non-obvious reserves. At the same time,
unrealized reserves differ from non-obvious ones
in that they are already known and can be realized
at this stage of economic development due to
the application of necessary incentives and (or)
restrictions.

Thus, we will interpret budget capacity at the
intermediate stage of the study as a set of budget
resources (realized budget capacity) and reserves
(unrealized budget capacity).

In our opinion, the categories “budget” and
“budget capacity” are not equivalent. An interesting
conclusion was made by RAS Academician A.I.
Tatarkin, who considered that within the framework
of capacity there are both possible resources and
those already involved in economic activity
(Tatarkin, 1997; Tatarkin, Novikova, 2015).
Academician L.I. Abalkin interpreted capacity as
a kind of collective, generalized characteristic of
resources (Abalkin, 1987).

Linguistically, the definition of “budget
capacity” assumes a probabilistic character, whereas
the budget is a very real result of budget capacity
implementation, that is, realized budget capacity,
when budget revenues become the result of
formation, and budget expenditures become the
result of use.

Second, budget capacity is considered within the
framework of individual stages of its imple-
mentation, most often at the stage of formation.

The fact that budget capacity is a dynamic
category does not require proof; and over time,
along with the development of society and economy,
certain types of non-obvious reserves can move
into the category of known but unrealized reserves,
and unrealized reserves into budget resources.

Economic and Social Changes: Facts, Trends, Forecast
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Since budget capacity is associated with the time
parameter, many researchers consider individual
stages in the implementation of budget capacity.
At the same time, scientific works often lack the
interconnectedness of the stages of its formation and
use. We agree with Doctor of Sciences (Economics)
1.V. Sugarova, who points out that “budget capacity
should not be considered only from the perspective
of revenue generation; it is important to take into
account the possibilities of rational allocation
of revenues and their distribution in such a way
as to meet the current needs of society, ensure
the realization of strategic interests of the state,
the growth of technological, capital and human
potential for the future” (Sugarova, 2016).

In our opinion, it is advisable to study budget
capacity as a category that is cyclical in the key
stages of its implementation (the stage of formation
and the stage of use). At the same time, increasing
the efficiency of the formation and use of budget
capacity leads to its growth. The cyclical nature
of the stages does not mean zeroing, but involves
the transformation of stimuli and constraints of
the external and internal environment. Therefore,
implementing budget capacity is not the end result
of public administration. This leads to a third
controversial issue.

Third, there is no common understanding
among scientists concerning the final result of
implementing budget capacity. In our opinion, it is
not entirely accurate to talk about the realization of
budget capacity as the final result, since one needs
to know what resources and reserves are required
for. Some studies, consider expenditure financing as
such a result. In our opinion, the realization of the
region’s budget capacity contributes to improving
the quality of public services, development of
human capital, growth of investments in national
production, promotion of innovation, increase in
domestic consumer demand, and development of
economic sectors, which leads to stimulating the
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region’s socio-economic development. From this,
we determine that the final result of implementing
budget capacity should be to promote the region’s
socio-economic development in order to ensure a
decent quality of life and standard of living for the
population.

In turn, the realization of budget capacity is
influenced by a whole range of factors, the study of
which becomes a necessary methodological task.
Having reviewed the relevant economic literature,
we identified a number of opinions on the factors
promoting the implementation of budget capacity.
All the points of view studied in the economic
literature reasonably indicate that the realization
of budget capacity depends on the stimulating
and restrictive effects of the external and internal
environment. In our opinion, this corresponds to
the probabilistic nature of the essence of budget
capacity.

As a result of generalization of external and
internal, main and secondary factors identified in
domestic and foreign studies, it is possible to present
a triad of conditions for the realization of budget
capacity:

1) availability and development of the resource
base (natural and climatic conditions, resource and
raw material base, economic structure, demographic
and historical features, etc.);

2) stability and flexibility under market
conditions (inflation rate, exchange rate, etc.);

3) institutional effectiveness (regulatory
framework, development institutions, etc.).

Fourth, scientific literature, as well as regulatory
documents, often takes into account problems
related only to tax capacity rather than budget
capacity.

Agreeing with the importance of in-depth
research on tax potential, we emphasize that, in
our opinion, the category of budget capacity helps
to expand the possibilities of state influence on the
social and economic development of the country
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and its regions. Doctor of Sciences (Economics),
Professor L.N. Lykova convincingly proves the
necessity to study not only the tax capacity of
the regions of the Russian Federation due to the
fact that not all financial resources become fully
or partially taxable (Lykova, 2008). The Budget
Code of the Russian Federation establishes the
principles of completeness of revenues reflection
and budget balance, which mean that expenditures
correspond not only to tax revenues, but also to the
total amount of revenues'. Thus, according to our
position, budget capacity is the most comprehensive
and adequate category from the point of view of
solving the problem of promoting socio-economic
development in the regions, whereas tax capacity
is one of its components.

Fifth, so far there is no consensus on the essence
of budget capacity.

The definition of “budget capacity” is often
used in modern budget practice; however, Russian
legislation does not disclose its essence and
considers only the tax capacity index?. The lack of
a legally fixed definition of this term has prompted
many researchers to define its meaning in their own
way and look at it from different positions (from the
position of resources, opportunities, or the result of
fiscal relations).

The variety of characteristics of the essence of
budget capacity creates inaccuracies in under-
standing its nature and methods of its imple-
mentation, as well as limits the possibilities of
conducting comparative studies.

Studying the evolution and modern inter-
pretation of the term in question contributed to
our critical understanding and systematization
of existing approaches (7ab. 1).

Table 1. Systematization of approaches to the definition of the term “budget capacity”

Approach Researchers

Definition of budget capacity

M.V. Vladyka, S.V. Zenchenko,
Resource-based

Ph. Mehrtens, L. Haffert

Zh.G. Golodova, A.N. Indutenko, 0.S. Kirillova,
Zh.A. Mingaleva, N.P. Pazdnikova,
L.D. Sanginova, Yu.N. Severina, A.V. Sidorovich,

The set of financial resources that are accumulated over a
certain period in a particular budget to address the tasks
of the state

V.A. Vorob’eva, Yu.A. Petrov, S. Barro,

The ability of the economic system itself, as well as

E.V. Poyushcheva

Fiscal . government and self-government bodies, to increase
L. Jameson Boex, J. Martinez-Vazquez .
budget revenues at various levels
. F.F. Khanafeev, N.I. Yashina, S.N. Yashin, A set of various conditions that contribute to the formation
Institutional

of an optimal size of budget revenues

Expenditure-based

0.A. Grishanova, I.N. Shvetsova, T.A. Naidenova

The amount of maximum budget expenditures

Imperative

T.Yu. Tkacheva

N.A. Tolkacheva, L.V. Afanas’eva,

The result of budget and tax relations forming a complex
system of economic indicators

Sources: own compilation based on own analysis; (Pechenskaya, 2018a).

' Budget Code of the Russian Federation 145-FZ, dated July 31, 1998 (Article 32. The principle of completeness of the
reflection of revenues, expenditures and sources of financing budget deficits; Article 33. The principle of budget balance).

2 For example, in the RF Budget Code, in RF Government Resolution 670, dated November 22, 2004 “On the distribution
of subsidies for equalizing the budget provision of constituent entities of the Russian Federation”.
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We believe that each of these approaches is
possible, but each represents a narrow interpretation
of the region’s budget capacity. At the same time,
research into the formation and use of budget
capacity should be carried out from a position
that mainly links it with the task of promoting
the regions’ socio-economic development and
integrates its fiscal, institutional and resource
features.

As a result of the study, we conclude that the
region’s budget capacity is a set of realized (created
and attracted) budget resources and unrealized and
non-obvious reserves that are formed, used and
developing under the influence of external and
internal constraints and incentives. The discussion
issues that have been studied and our substantiated
solutions are given in Table 2.

Thus, the analysis demonstrated the existence of
flaws in the methodological research on the essence
of budget capacity, which proves the need to create
a fundamentally new theoretical and methodological
approach — an integrative one, which differs from

the existing ones by substantiating the structure
and stages of realization of budget capacity. To do
this, first of all, it is advisable to explore the issue
of the evolution of conceptual views on the role
of the region’s budget capacity in socio-economic
development.

Substantiation of the theoretical and
methodological approach to the formation and use of
the region’s budget capacity

For an in-depth study of the essence of budget
capacity, it is expedient to choose the most
constructive research tools. Foreign and Russian
scientists have convincingly proved that structural-
functional and systems approaches are leading in the
analysis of dynamism, non-linearity and structural
complexity of economic processes.

Budget capacity, like financial capacity, is a
complex category consisting of an ordered set
of interrelated components. In this regard, the
disclosure of the essence of budget capacity is
possible when there is a detailed understanding
of its structure.

Table 2. Substantiation of our position on the key discussion issues of the content of budget capacity

No. Discussion issue

Substantiation of our position

Are the terms “resource”, “opportunities”,
“reserves”, “capacity”, “budget” and
“budget capacity” identical?

We consider budget capacity as a set of realized budget resources and reserves
(potential opportunities). Budget capacity is a probabilistic category; budget is
the actual result of budget capacity implementation.

How the time factor can be taken into
account when studying budget capacity in

Budget capacity should be considered as a category that assumes the cyclical
nature of the key stages of its implementation: the stage of formation and the

the task of promoting the region’s socio-
economic development?

2.
a cyclical budget process? stage of use. At the same time, increasing the efficiency of the formation and use
of budget capacity leads to its growth.
Why is it necessary to realize the region’s | To stimulate the region’s socio-economic development as a favorable condition
3. budget capacity? for ensuring decent quality of life and standard of living, as well as personal
development of an individual.
A What kind of the region’s capacity should | Budget capacity is wider than tax capacity; this fact expands the possibilities for
' be analyzed: budget or tax? promoting socio-economic development in the regions.
Which approach to the study of the essence | A comprehensive (integrative) approach to research is needed, which will
5 of budget capacity best corresponds to | link budget capacity with the task of stimulating the region’s socio-economic

development and take into account its resource-based, institutional and fiscal
components.

Sources: own compilation based on own analysis; (Pechenskaya, 2018a).
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A review of economic literature allowed us to
reveal the ambiguity of understanding the structure
of the region’s budget capacity. In some works it
consisted of tax and non-tax revenues (for example,
Naidenova, Shvetsova, 2013), other experts added
gratuitous receipts (for example, Borovikova, 2008).
Some studies included an institutional aspect in
the structure of the regions’ budget capacity. For
example, P. Maior points out that when providing
public services to the population, it is necessary to
take into account the full potential of the territory,
that is, distributed funds, equity and the regulatory
system (Maior, 2009).

In our opinion, these provisions are not
complete enough, because they exclude the budget
capacity attracted on a reimbursable basis and take
into account only gratuitous receipts involved in
economic turnover, without considering their
growth reserves. In our opinion, when conducting
a comprehensive study of the structure of budget
capacity, it is necessary to adhere to the structure
of the budget system and arrange the types of
budget capacity identified in numerous scientific
sources into a single classification (Ilyin et al., 2018;
Pechenskaya, 2015; Pechenskaya-Polishchuk, 2022;
Tkacheva, 2014; Yutkina, 2011; Friederich et al.,
2004; Garmann, 2015; Haffert, Mehrtens, 2013;
Martinez-Vazquez, Boex, 1997; Slack, 2009).

We have identified nine key features of budget
capacity indicated in the economic literature: 1)
method of formation (own and redistributable
budget capacities); 2) time feature (strategic, tactical,
retrospective); 3) increment value (resource, achie-
ved, incremented); 4) development stage (emerging,
in use, reproductive); 5) degree of implementation
(possible, real); 6) impact on the budget system
(revenue, expenditure, regulatory, institutional);
7) degree of useful application (basic, hidden,
excessive, idle); 8) territorial feature (regional,
local); 9) dependence on reproductive capabilities
(current, accumulated)?.

3 For more details, see (Pechenskaya, 2018b).
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At the same time, the systematization has shown
that the existing types miss the maximum possible
level of budget capacity achieved when taking into
account all budget resources and reserves in order to
ensure the region’s socio-economic development.
At the same time, the maximum achievable budget
capacity will be understood as a combination of
three components — implemented, reserve and
hidden budget capacities. The implemented budget
capacity consists of budget resources created
as a result of economic activity and attracted on
a gratuitous and reimbursable basis. Reserve
budget capacity means unrealized reserves of
budget capacity growth. Hidden budget capacity
corresponds to the non-obvious reserves of budget
capacity growth.

According to the classifications we can find in
scientific literature, budget capacity is a providing
type of socio-economic capacity and occupies a
leading place in its structure (Balatsky et al., 2006;
Vinogradova, Lomovtseva, 2013; Golodova, 2009;
Golodova, 2010; Zenchenko, 2008; Kolomniets,
Novikova, 2000; Lykova, 2008; Men’kova, 2008;
Mingaleva, Pazdnikova, 2007; Repchenko, Fokina,
2007; Sabitova, 2003; Tkacheva, 2014; Shalmuey,
2006). Therefore, we believe that the basis for the
formation of budget capacity is socio-economic
capacity, and the superstructure is the subsequent
fiscal regulation.

We substantiate our position regarding
the consistent and multi-layered formation
of the maximum achievable level of budget
capacity with the help of graphical visualization
(Fig. ).

It is possible to graphically represent, with some
degree of conditionality, the formation of the
region’s budget capacity depending on the amount
of resources (created and attracted) and reserves of
the i-th region (Y axis) and a set of various external
and internal capabilities (X axis) (Pechenskaya,
2018b).
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Figure 1. Sequence in which the subcomponents of the region’s budget capacity are formed

Y 4

Source: own elaboration.

The economic rationale for the graphical
comparison is as follows: under the influence of
external and internal constraints and incentives X
of the i-th region, budgetary resources and reserves
Y are formed.

The result of the region’s economic activity and
the reserves of its growth lead to the formation of tax
capacity, which is the figure Y | Y,BA. Taking into
account the budget federalism model, the existence
of fixed taxes remaining at the disposal of sub-
federal government bodies, and regulatory taxes
that are distributed at budget levels, we divide tax
capacity into the tax capacity of the region OY BX,
and the conditionally named tax capacity of the
federation. The figure Y OX A characterizes the
entire volume of the tax and non-tax capacity of
the federation.

The composite figure Y_Y,CX,X A represents
the entire volume of economic (created) budget
capacity (tax capacity and non-tax capacity), i.e.
formed directly from the economic activity of the
i-th region.
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The figure OY,CX, characterizes own budget
capacity, including tax and non-tax capacity of the
i-th region.

Taking into account the budget capacities
attracted on a gratuitous and reimbursable basis in
the figure OY,EX, the level of budget capacity of the
i-th region becomes the highest according to
the proposed integrative approach (maximum
achievable budget capacity).

Therefore, it is advisable to supplement the
classification of types of budget capacity with three
more features (7ab. 3).

Feature 10 — according to the degree of
implementation (realized, reserve, hidden budget
capacity) — components of budget capacity.

Feature 11 — depending on the sphere of forma-
tion (tax sphere, non-tax sphere, and attraction
sphere) — basic sub-components of budget capacity.

Feature 12 — according to the extent of aggre-
gation of basic sub-components — own, attracted,
maximum achievable, maximum achieved budget
capacities.
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Table 3. Own addition to the types of budget capacity

Type

Characteristics

Feature 10. According to the degree of implementation (components of budget capacity in the framework of the integrative

approach we put forward)

Realized budget capacity

Gratuitous and reimbursable budget resources created in the course of the region’s
economic activity and attracted to the region

Reserve budget capacity

The same as the unrealized reserves of budget capacity growth

Hidden budget capacity

Corresponds to the non-obvious reserves of budget capacity growth

Feature 11. Depending on the sphere of formation (basic sub-components of budget capacity in the framework of the integrative

approach we put forward)

Tax capacity The totality of the actual and possible results of the economic activities of the region’s
subjects of economic relations, expressed in the form of tax resources and reserves
Tax capacity of the federation The totality of the actual and possible results of the economic activities of the region’s
® subjects of economic relations, expressed in the form of tax resources and reserves
% to be transferred the budget of a higher level, according to the current model of fiscal
g federalism
Tax capacity of the region The totality of the actual and possible results of the economic activities of the region’s
subjects of economic relations, expressed in the form of tax resources and reserves
to be transferred to the budget of the current level; the difference between tax capacity
and tax capacity of the federation
. The totality of receipts and reserves for the growth of non-tax revenues obtained in
Non-tax capacity .
® the territory
% ) . The totality of receipts and reserves for the growth of non-tax revenues to be
2 Non-tax capacity of the federation transferred to the budget of a higher level
é The totality of receipts and reserves for the growth of non-tax revenues to be
Non-tax capacity of the region transferred to the budget of the current level; the difference between non-tax capacity
and non-tax capacity of the federation
Budget capacity attracted on a gratuitous | The amount of gratuitous receipts that has already been attracted and can be attracted
§ basis from a higher-level budget
&
S
'§ Budget capacity attracted on a The amount of borrowed resources that are attracted and can be attracted on the
g reimbursable basis principles of urgency, payment, repayment

Feature 12. According to the extent of aggregation of basic sub-components (aggregated sub-components of budget capacity
in the framework of the integrative approach we put forward)

Own budget capacity of the region

The totality of tax and non-tax capacities used

Attracted budget capacity of the region

The totality of budget capacities attracted on a gratuitous and reimbursable basis

Maximum achieved budget capacity of the
region

The combination of realized own budget capacity and attracted budget capacity

Maximum achievable budget capacity of the
region

The combination of reserve and hidden own budget capacity and attracted budget
capacity

Source: own elaboration.
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The features that supplemented the classi-
fication of types of budget capacity allowed us to
reveal its structure in detail. At the same time, the
sequence of formation of the region’s maximum
achievable budget capacity is reflected with the help
of a conceptual model (Fig. 2).

This model is valid for each component of the
region’s budget capacity (realized, reserve, hidden),
since reserves can be found in any of the identified
sub-components.

Thus, we have revealed that the achieved level of
the region’s budget capacity means the result that
was obtained for a specific period of time and that

consists in combining economic activities

created in the region and budget resources
attracted to the region, the realization of reserves
(potential opportunities) taking into account the
synergetic effect proceeding from the interaction
of components and sub-components under the
influence of incentives and constraints of the
external and internal environment.

The above arguments form the basis of a
fundamentally new integrative approach. Our own
understanding of the implementation of the
region’s budget capacity, taking into account
the stages of formation and use, according to
the developed integrative approach, is presented
in Figure 3.

Figure 2. Conceptual model for the formation of the region’s maximum achievable,
maximum achieved budget capacity (BC) from its sub-components

Regions’ socio-economic capacity

.

Tax capacity -

Tax capacity of the federation* | =

Region’s tax capacity

+

Non-tax capacity of the region =

Non-tax capacity of the
federation*

- Non-tax capacity

Attracted tax capacity of the region

Own tax capacity of the region | +

Attracted on a gratuitous basis | +

Attracted on a reimbursable
basis

Maximum achievable, maximum achieved budget capacity of the region

* The tax/non-tax capacity of the federation is the part of the tax/non-tax capacity that goes to the budget of a higher level,

according to the current model of budget federalism.

Basic sub-components are highlighted in italics; aggregated sub-components are given in bold.

Source: own elaboration.
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Figure 3. Conceptual provisions for the implementation of budget capacity
according to the proposed integrative approach

.. 5 Incentives and limitations of the external and internal environment
TR 2 |
s c 8
2235
§ 2 § Availability and development of Stability and flexibility under the Institutional
= the resource base influence of the environment effectiveness
@ Realized BC
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S d attracted budget ; ; ;
= el & g Reserve BPC(unrealized budget Hidden BC (non-obvious budget
G S TS reserves*) reserves**)
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* Unrealized budget reserves are already known and can be realized at this stage of economic development due to the
application of necessary incentives and (or) restrictions.

** Non-obvious budget reserves are unknown or cannot be realized at this stage of economic development.
For this reason, the work will focus on realized budget capacity and on the implementation of reserve budget capacity.
Source: own elaboration.
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The region’s realized budget capacity is quite
amenable to mathematical calculation, that is, it
can be quantified. As for reserve budget capacity, it
is possible to determine only its level, which requires
an estimated methodological toolkit that takes into
account the absolute and relative, quantitative and
qualitative characteristics of the budget capacity
structure, as well as the synergetic effect resulting
from the interaction of components and sub-
components.

A quantitative example of the consistent
formation of the maximum achieved level of the
region’s budget capacity can be given in terms of
budget resources involved in economic turnover
(Tab. 4).

The proposed approach we have designed does
not contradict the existing theory and methodology,
but develops them by increasing attention to the
structure of budget capacity, conditions and stages
of its implementation in the context of ensuring the
region’s socio-economic development.

Thus, based on the systematization of relevant
foreign and Russian scientific works and our own
research findings, we have substantiated four key
conceptual provisions that reveal the proposed
integrative approach to the formation and use of
the region’s budget capacity.

The first provision of the integrative approach is
“Conditions for the realization of budget capacity”.
The triad of key development conditions is as

Table 4. The sequence of formation of the region’s maximum achieved budget
capacity in terms of created and attracted budget resourcess
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5 £ | 3 5 s

s = 5
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1 2 3 4 5 6 7 8 9 10 11 12 13
Data source Column 3 Col. 3+ Col. 10
/ calculation FTS FT FTS FT ; FT MF +col. 11

/ col. 2 col. 9

formula +col. 12
Measurement | giyion rubles % % of col. 2 Billion rubles
unit
Russian

. 20737.8 | 7180.1 34.6 904 | 53 13 | 3.0 | 7422 | 7922.3 | 4102.7 | 2496.0 | 14521.0
Federation
NWFD 2492.9 884.8 35.5 90.5 | 55 09 | 31 68.8 953.6 363.9 282.9 1600.4
Vologda 772 | 456 | 591 |762 | 163 | 26 | 50 | 49 | 505 | 363 | 157 | 1025
Region
Notes: FTS — according to the Federal Tax Service of the Russian Federation, FT — according to the Federal Treasury of the Russian
Federation, MF — according to the Ministry of Finance of the Russian Federation.
Source: own calculations using the reports of the RF Federal Treasury, RF Ministry of Finance, RF Federal Tax Service for 2020.
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follows: 1) availability and development of the
resource base (natural and climatic conditions,
resource and raw material base, economic structure,
demographic characteristics, etc.); 2) stability
and flexibility under market conditions (inflation
rate, exchange rate, etc.); 3) institutions of imple-
mentation and development, whose activities are
aimed at effective management of the natural
resource and socio-economic base of the territory
in a dynamic environment (regulatory framework,
tools, mechanisms, etc.).

The second provision is “Structure of budget
capacity”:

— in order to take into account all budget
resources and reserves in stimulating the regions’
socio-economic development, the definition of
“maximum achievable budget capacity” is
introduced, which is a combination of realized,
reserve and hidden budget capacities;

— realized budget capacity consists of budget
resources created as a result of economic activity
and attracted on a gratuitous and reimbursable
basis; reserve budget capacity is identical to
unrealized reserves of budget capacity growth;
hidden budget capacity corresponds to non-obvious
reserves of budget capacity;

— each component of budget capacity consists
of basic sub-components: tax capacity, non-tax
capacity, budget capacity attracted on a gratuitous
basis, and budget capacity attracted on a reim-
bursable basis.

The third provision is “Stages of realization of
budget capacity”:

— realization of budget capacity is cyclical and
dynamic; over time, as society and economy are
developing, certain types of non-obvious reserves
may move into the category of known but unrealized
reserves, and unrealized reserves — into budget
resources;

— the stage of budget capacity formation
involves mobilization of budget resources and
maximum realization of their reserves;

138

Volume 17, Issue 1, 2024

— the most complete category is “maximum
achievable budget capacity”; realized budget
capacity is defined by the term “maximum achieved
budget capacity” as a combination of budget
revenues, budget expenditures, and sources of
financing budget deficit;

— the stage of use is characterized by the
choice of priorities and the implementation of
budget financing of socio-economic development;
therefore, the use of reserve and hidden budget
capacity is impossible; consequently, only realized
budget capacity is used.

The fourth provision is “Result of the budget
capacity realization”:

— increasing the effectiveness of forming and
using budget capacity leads to its fullest realiza-
tion;

— realization of budget capacity contributes to
stimulating regions’ socio-economic development
by improving the quality of public services and
human capital development, increasing investments
in national production, promoting innovation,
enhancing domestic consumer demand, developing
economic sectors and increasing profitability.

The substantiated provisions of the integrative
approach to the formation and use of the region’s
budget capacity allowed us:

1) to point out the relevance of the role of
budget capacity as an important factor in promoting
the region’s socio-economic development in
modern conditions and in current economic
realities;

2) to identify the components, basic and
aggregated sub-components of the region’s budget
capacity;

3) to reveal the conditions for realizing the
region’s budget capacity;

4) to substantiate the interconnectedness and
cyclical nature of the stages of formation and use of
the region’s budget capacity that can be realized to
the fullest extent when the effectiveness of these
stages is enhanced;

Economic and Social Changes: Facts, Trends, Forecast



PUBLIC FINANCE

Pechenskaya-Polishchuk M.A.

5) toexpand the classification of the types of the
region’s budget capacity according to three criteria:
degree of implementation; sphere of formation;
extent of aggregation of basic sub-components;

6) to reflect the integration of various features
describing the essence of the region’s budget
capacity:

— resource-based, as a set of created and
attracted budget resources;

— fiscal as the ability to achieve the maximum
level so as to promote socio-economic development
in regions;

— institutional as a set of development con-
ditions.

Conclusion

In the course of the research we obtained the
following scientific results.

1. We showed the most important place and
significant role of budget capacity in ensuring socio-
economic development of regions in a dynamic
external and internal environment.

2. We created a fundamentally new integrative
theoretical and methodological approach to the

formation and use (realization) of budget capacity,
substantiating and revealing its structure,
conditions and implementation stages. According
to the integrative approach, budget capacity is a
set of not only created, but also gratuitously /
reimbursably attracted budget resources, as well as
reserves that can be realized under the influence
of external / internal constraints and incentives.
Our own integrative approach most fully resolves
the identified controversial issues of methodology
for the formation and use of the region’s budget
capacity. Applying the proposed approach in the
practice of public administration helps to take a
new look at the possibilities and directions of
implementing the state fiscal policy in the face of
growing negative external influences and large-
scale long-term national goals. Achieving this
seems difficult without revising the system of state
management of economic processes.

3. Weintroduced the terms “maximum achie-
vable budget capacity” and “maximum achieved
budget capacity” and substantiated a conceptual
model for their formation.
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Abstract. In Russia, the possibilities of smoothing inequality through taxes have not been implemented,
despite the consistently high inequality, its acute perception by citizens and attention to the problem at
the highest level of government. The aim of the study is to determine the possibilities for smoothing the
economic inequality of citizens in Russia with the help of tax instruments. The hypothesis of the study is
that the set of instruments of income, indirect and property taxation of citizens in Russia has a significant
unrealized potential for smoothing economic inequality. To test the hypothesis, we use correlation and
regression analysis and decomposition of tax instruments according to areas (income, property and
indirect) and explore the dependence of inequality indicators on tax tools used for smoothing inequality.
Based on the data from Rosstat, Federal Tax Service, World Bank, OECD, Credit Suisse and the World
Inequality Database, a Data Set was formed which includes 2.6 thousand indicators. The calculations
were performed using the Data Analysis Toolpak in MS Excel. The relevance of personal income tax
deductions was assessed by using sociological survey dat. It was established that the current tax instruments
do not help to smooth inequality in Russia, and sometimes, on the contrary, lead to its growth. It seems
advisable to smooth inequality within the framework of income taxation by increasing the progression
of personal income tax and introducing a tax-free minimum in conjunction with the minimum wage,
increasing the share of social tax deductions. In the field of property taxes, it is advisable to increase the
tax burden for owners of expensive or many objects of property, and provide the targeting of tax benefits.
In terms of indirect taxes, it is expedient to reduce VAT on goods and services that make up the bulk of
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consumption expenses of the least well-off citizens, for example, housing and communal services, and
to increase VAT on items that form the basis of consumption of the rich, for example, the return of the
20% rate on recreation, hotels, cafes and restaurants. The potential of tax administration in smoothing
inequality is determined by the possibilities of ensuring the completeness of taxation of current income,
capital and consumption of the most affluent citizens.

Key words: economic inequality, income inequality, wealth inequality, consumption inequality,

smoothing, personal income tax, tax deductions, VAT, property taxes.
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Introduction

Overcoming inequality among citizens is one of
the Sustainable Development Goals up to 2030,
established by the UN General Assembly!. The
World Economic Forum records that OECD
countries are characterized by the highest inequality
level in half a century?.

In Russia, citizens’ inequality has been at a
consequently high level since the period of market
reforms: since 1990s, the Gini coefficient has
been between 0.36 and 0.42, as estimated by both
Rosstat and the World Bank. According to Russian
sociological studies, up to 70% of citizens suffer
from income inequality, up to 50% — from inequality
in access to medicine, up to 40% — from inequality
in access to jobs, up to 36% — from inequality in
housing conditions, and up to 26% — in children’s
development opportunities (Mareeva, 2018,
p. 105; Mareeva, et al., 2022, p. 54). “Inequality
is manifested in various spheres of life and goes far
beyond financial well-being” (Ilyin, 2017, p. 20). At
the same time, the inequality of citizens’ income is
determinant.

Sociological studies confirm that inequality in
Russia is perceived rather acute, as well as the state’s

' Sustainable Development Goals. UN. Available at:
https://www.un.org/sustainabledevelopment/ru/sustainable-
development-goals/ (accessed: December 11, 2023).

2 The Global Risks Report 2020. World Economic
Forum. Available at: https://www3.weforum.org/docs/WEF _
Global _Risk Report 2020.pdf (accessed: December 1, 2023).
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efforts to mitigate it are assessed: 68% of Russians
are convinced that “the state should be the leading
actor in the fight against inequality”, while 48% of
citizens believe that the state is failing in the task of
reducing inequality (Belekhova, 2023, p. 175).

Despite the focused attention to the problem,
there are still many debatable issues within it. If we
talk about citizens’ economic inequality, do we
mean income inequality, inequality of accumulated
capital, or inequality of consumption? Is the income
inequality the inequality of current or lifelong,
disposable or market, individual or household
income? (Kapeliushnikov, 2017, p. 119). The most
significant question is concerning the inequality
measurement. “The economic inequality is not a
physical object, which can be measured with a ruler,
in length, width and height, and multiplied to get
a volume value. No assessment of the inequality
scales can be considered an ‘objective fact’”
(Kapeliushnikov, 2019, p. 95).

The main cause of citizens’ inequality in Russia
“lies not in the lack of resources, but in the mecha-
nisms of their distribution and redistribution”
(Shevyakov, 2011, p. 72). On empirical data on
citizens’ income inequality before and after taxa-
tion during the period of the flat personal income
tax scale, it is proved that “the current system of
distributive relations in Russia does not contribute
to the reduction of socio-economic inequality,
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but strengthens the existing disparities in society”:
the ratio of the average income of the richest 10%
and the poorest 10% on income after taxation is
higher by 0.4—1.3 (Kostyleva, 2011, p. 72). “Only
such a tax system can be considered fair, in which
after-tax reduction of inequality in the economic
situation of taxpayers is achieved” (Panskov, 2020,
p. 28). The fairness of tax policy should be assessed
by its ability to reduce the inequality degree in the
distribution of income and wealth (Shmelev, 2017,
p. 120; Wilkinson, Hageman, 2023).

One of the debatable issues is also the definition
of the perimeter of opportunities for the applica-
tion of tax instruments to mitigate inequality. With
its consistently high level and attention to the
problem at the top level, Russia has not realized
the possibilities of tax instruments. What is their
potential?

Under the economic inequality of citizens, we
understand the inequality of citizens’ welfare in a
broad sense, which depending on the tax
instruments of influence is classified into inequality
of current income, inequality of accumulated
capital (wealth inequality or monetary inequality)
and inequality of consumption. Accordingly, we will
distinguish the instruments of income, property and
indirect taxation (Pugacheyv, 2023, p. 23).

Income taxation is a key tool for smoothing
income inequality of citizens. In Russia, “the
existing socio-economic differentiation is due to
the shortcomings of the system of personal income
taxation” (Pinskaya, 2015, p. 90). PIT does not
contribute to the smoothing of social inequality in
Russia, while there are models of income taxation
aimed at leveling the differentiation of income levels
of various strata of the population while maximizing
the fiscal effect of PIT (Goncharenko et al., 2019).
“Tax reform has not brought with it a solution to
the problem” of inequality, since the current design
of personal income tax, among other things, “lacks
a non-taxable minimum of personal income as an
instrument of social protection of the population”
(Gromov, 2021, pp. 3—4). The system of tax
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deductions leads to hidden regression of personal
income tax, as property and social tax deductions
are not available to persons with low incomes
(Melnikova, Tikhonova, 2018, p. 1105). The key
argument of supporters of reducing the progressivity
of income taxation is tax evasion when rates are
raised. However, using the example of the increase
in the marginal income tax rate in the United States
in 2013, it was found that the behavioral response
of tax evasion of the wealthiest taxpayers is short-
term: in 2015, the share of the highest incomes in
the United States began growing again (Saez, 2017,
p. 114).

The property taxation mechanisms in the area
of inequality smoothing are also designed to help
ensure control over the conformity of income and
accumulated capital (control over the transfer
of ownership of expensive property), as well as
inheritance and donation. The control potential of
property taxation to smooth inequality is significant
in the current Russian context (Malis, 2023, p.
20). In Russia, “with regard to the richest citizens
it is advisable to introduce increased property tax
rates on expensive property, as it is done in OECD
countries” (Vylkova, 2022, pp. 123—124). At the
same time, for the European Union countries there
is no significant impact of property taxes on the
smoothing of inequality, as well as their negative
impact on economic growth (Dianov et al., 2022,
p. 16).

Indirect taxation, based on the differences in the
consumption patterns of the rich and the poor, can
be aimed at reducing inequality by differentiating
tax rates. It is advisable to set lower rates for
everyday goods and necessities (Giffen goods,
which constitute a significant share in the consumer
basket of low-income citizens) and higher rates for
expensive goods (Veblen goods) (Maiburov, 2023,
p. 112). Regarding the impact of indirect taxes on
citizens’ inequality, researchers have not formed
an unambiguous position. For example, for Latin
American countries between 1990 and 2010, it is
substantiated that an increase in the share of direct
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taxes compared to indirect taxes contributed to
inequality reduction (Martorano et al., 2018). On
the other hand, in OECD countries, indirect taxes
had a significant impact on reducing inequality
(between 1978 and 2012) (Ciminelli et al., 2017).
The impact of indirect taxes on inequality remains
debatable, as there are studies indicating that
indirect taxation has an insignificant impact on
inequality and that smoothing inequality cannot
justify lower rates (Blasco et al., 2020).

The aim of the research is to determine the
possibilities of smoothing citizens’ economic
inequality in Russia with the help of tax instruments.

The research hypothesis is the following: the set
of instruments of income, indirect and property
taxation of citizens in Russia has a significant
unrealized potential for smoothing the economic
inequality of citizens. The use of tax instruments
along with other state mechanisms of inequality
smoothing can provide an effective impact on
Russians’ economic inequality.

The scientific novelty of the study consists in
substantiating the existence of unrealized potential
and opportunities for smoothing the citizens’
economic inequality in Russia through the complex
impact of income, property and indirect taxation
instruments on income, wealth and consumption
inequality, respectively.

The theoretical significance is determined by
the deepening of scientific understanding of the
potential of the integrated application of income,
property and indirect taxation instruments in
smoothing citizens’ inequality. The research
results can serve as a starting point for specifying
the parameters of promising tax instruments for
smoothing Russians’ inequality: differentiation
of tax rates, establishment of tax deductions and
exemptions, development of tax administration.

The practical significance of the study lies in the
possibility of using the results to develop a set of tax
measures to smooth citizens’ economic inequality
in Russia.

Economic and Social Changes: Facts, Trends, Forecast
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Methods and information base of the research

To test the hypothesis, we applied correlation
and regression analysis of dependencies of indicators
of citizens’ inequality on the following indicators:

— average per capita money income, average
monthly wages and social payments to estimate the
modified curve of S. Kuznets (Kuznets, 1955) in
identifying the inequality determinants in Russia —
income taxation and social transfers;

— social tax deductions for personal income
tax;

— share of VAT in GDP and tax revenues of
the budget, share of goods taxed at 10% VAT rate in
the total volume of VAT to assess the impact of in-
direct taxes on inequality;

— share of individual taxes in GDP across
OECD countries (due to the availability of statis-
tics since 1965) to assess the impact of the tax bur-
den structure on inequality.

We also carried out the structural and dynamic
analysis of the tax deductions volume on personal
income tax to assess their demand by taxpayers, tax
revenues of budgets on individuals’ property taxes
to assess their fiscal significance and potential in
smoothing inequality.

We calculated the average effective VAT tax rate
for the least and most affluent citizens, based on
Rosstat data on the consumption structure of the
first and tenth decile groups by expenditure items.

We made calculations using the Data Analysis
package in MS Excel.

The information base of the research is the data on
inequality from Rosstat, the World Bank, OECD,
Credit Suisse and the World Inequality Database, tax
data from OECD, the Federal Tax Service of the
Russian Federation (reports 1-NM, 1-DDK,
5-NDFL, 5-TN, 5-MN) and data from a sociological
survey. We conducted the survey in 2022 by a
continuous questionnaire survey of 1,063 respondents
from 45 constituent entities of the Russian Federation.
The questionnaire was conducted indirectly using
Google Forms. The respondents included 70% of
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women and 30% of men, 89% of urban residents and
11% of rural residents, 19% with secondary and 81%
with higher education.

The sample is representative of the research task
to assess the demand for personal income tax
deductions by respondents of different income groups,
since the range of the average monthly personal
income level, the sample of respondents is subject to
normal distribution and corresponds to the Rosstat
data on the distribution of personal income (Fig. 1).

Eleven percent of respondents have incomes up
to 15 thousand rubles, i.e. below the minimum wage
and subsistence minimum in 2021, 40% — from 15 to
40 thousand rubles, i.e. below the level of average
per capita cash income of the population (40.04
thousand rubles/month for 20213), 37% — from 40
to 100 thousand rubles, i.e. above average, 11% —
from 100 to 400 thousand rubles, 1% of respondents
(11 people) responded that they have incomes above

400 thousand rubles/month, the potential income
of these citizens falls under the increased personal
income tax rate of 15%.

Personal income tax and tax deductions in
smoothing income inequality among citizens

In the framework of testing the modified curve
of S. Kuznets for Russia on the data of Rosstat from
1998 to 2021 on inequality and income of citizens,
we find that personal income tax does not have a
significant impact on citizens’ inequality; if there is
its reduction, it is only due to state social transfers
(Tab. 1).

Unlike real money income, wages and salaries
include personal income tax and exclude nontaxable
income and social benefits. To exclude the inflation
factor, we carried out the transition to real indicators
using the consumer price index (CPI). We used
the Gini coefficient of income as the resulting
indicator — according to Rosstat data.

Figure 1. Respondents’ distribution by level of average monthly personal income

50% 48.5%

39.6%
40%

30%

20%

11.2%
10% 8.4%
0

0% [h

Up to 15 thou. rub.

15-40 thou. rub.

40-100 thou. rub.

1.0% 0.4%

[

More than 400 thou. rub.

100-400 thou. rub.

O Distribution of sociological survey by personal income

O Rosstat distribution of accrued wages and salaries

Note. Rosstat provides data on accrued wages in the following ranges: up to 16.65 thousand rubles, from 16.65 to 45
thousand rubles, from 45 to 100 thousand rubles, from 100 to 400 thousand rubles and over 400 thousand rubles.

Source: own compilation based on the results of the sociological survey and Rosstat data (Inequality and poverty. Rosstat.
Available at: https://rosstat.gov.ru/folder/13723 (accessed: February 11, 2024)).

3 Average and modal level of money incomes. Rosstat. Available at: https://rosstat.gov.ru/storage/mediabank/tab_bed 1-

2-6.html (accessed: February 9, 2024).
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Table 1. Results of correlation and regression analysis of the dependence
of the inequality level on the income indicators of Russian citizens in 1998-2021

Indicator Correlation coefficient r Determination coefficient R?
Real average per capita cash income 0.846 0.716
Average monthly real accrued wages and salaries 0.774 0.599
Real average per capita cash income excluding social payments 0.881 0.776

Note: significance level o by Fisher’s F-criterion 0.0001.
Source: own compilation.

The wage factor showed the least close
relationship with the inequality level of the three
income indicators studied; it means that the income
inequality is determined not only by wages,
including personal income tax, but also by other
incomes. The dependence on the indicator of
money income turned out to be closer, i.e. the
income of the population as a whole after taxation
determines inequality to a greater extent than only
wages. When social payments were excluded from
the population’s money incomes, the relationship
became the closest. R2 amounted to 0.776, which
means that the change in real average per capita
cash income excluding social payments by 77.6%
explains the dispersion of the income inequality
level (according to the Gini coefficient of Rosstat).

Social transfers, in contrast to income taxation,
determine the relationship between the income
inequality level and the income itself, which occurs
due to the emergence of additional cash income of
the least well-off population segments.

The current dependence of inequality on
citizens’ income in Russia is on the ascending
branch of the curve S. Kuznets, i.e. inequality
increases with growing wealth.

Tax deductions are provided within the
framework of personal income tax to mitigate
citizens’ inequality. Standard and social deductions
on personal income tax are designed to help reduce
citizens’ inequality, but their share in the structure of
deductions and absolute amounts are insignificant
(Tab. 2).

Table 2. Structure of personal income tax deductions in 2021

Deductions Deductions provided Number of taxpayers
billion rubles share, % thousand share, %

Investment 218.8 3.8 459.9 1.7
Social, including 218.7 3.8 3939.2 14.5
on training expenses 42.5 0.7 956.1 3.5
on medical expenses 128.2 2.3 2049.9 7.6
Property, including 49295 86.5 7216.2 26.7

on sales revenue 2463.0 43.2 11534 4.3

on expenses, including 2466.5 43.3 6 062.8 22.4

for purchase 2086.6 36.6 4552.7 16.8
on interest on loans and borrowings 379.9 6.7 15101 5.6

Standard 329.9 5.8 15461.3 571
Professional 2 857.6 - 178.9 -
Deductions in the amount of expenses (losses) 36 070.8 - 5723.2 -
related to income from securities transactions
Total amount, excluding professional and 5696.9 100 27 076.6 100
securities deductions
Total amount of deductions 44 625.3 - 32978.7 -
Assumption: We calculated the data on the number of taxpayers by aggregating by individual types of deductions (ignoring the possibility
of different types of deductions for the same taxpayer) to illustrate the demand for different deductions by taxpayers.
Source: own compilation based on the data of 1-DDK and 5-PIT of the Federal Tax Service.
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In 2021, social deductions accounted for 3.8%
and standard deductions for 5.8% of the total
structure of PIT tax deductions, excluding deduc-
tions for securities transactions and professional
deductions. At low volumes, social and standard
deductions are available to taxpayers (e.g., standard
deduction for children). For instance, standard
deductions are used by more than 15 million
taxpayers, i.e. almost every fourth taxpayer, and
social deductions — about 4 million.

According to the results of correlation and
regression analysis, we found that social deductions
on personal income tax did not affect the citizens’
welfare, but could contribute to the smoothing of
inequality. For the period from 2009 to 2021, we
investigated the relationships between the amount
of social tax deductions and the level of inequality
and welfare of citizens. The indicator-factor was
the share of social tax deductions reimbursed
to taxpayers from the budget in the volume of
personal income tax revenues to the budget, and
the resulting indicators were the Gini coefficient
and quintile coefficient, reflecting the income
inequality level, and welfare indicators — the
share of the population with cash incomes below
the subsistence minimum, the ratio of average
per capita cash income of the population to the
subsistence minimum, real disposable income. We
increased an inverse relationship between inequality
indicators and the share of social tax deductions: the
citizens’ inequality level decreases with the increase
in the share of social deductions in the amount of
personal income tax receipts. The coefficient of
determination R? amounted to 0.562 and 0.702
for the Gini coefficient and quintile coefficient,
respectively, at the significance level a by Fisher’s
criterion of 0.01. We found no statistically significant
relationship with wealth indicators.

The main share of deductions (excluding
professional and securities transactions) — 86.5% —
is formed by property deductions. They are almost
equally distributed between income from the
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sale of property and expenses for its purchase. At
the same time, property deductions are hardly
available for citizens of the lower income deciles,
since they are not characterized by real estate
transactions. Property deductions are mainly used
by citizens with middle and high income, who have
the means for real estate transactions and a real
opportunity to improve their living conditions.
This statement is confirmed by the fact that there
are three times fewer taxpayers who claimed a
deduction for interest expenses, i.c., using the
loan to purchase a home, than taxpayers, claimed a
deduction in the case of the real estate acquisition
in general. It is important to remember that the
interest deduction can be claimed during the entire
term of the mortgage loan, i.e., up to 30 years,
as well as taking into account the time lag due to
the possibility of receiving an interest deduction
after the home purchase deduction. Since trend
is a multi-year steady one (2020 — 3.1 times, 2019
— 3.4 times, 2018 — 3.8 times), we can conclude
that most taxpayers who claimed the deduction
in recent years purchased a home with their
own funds without taking out a loan. Otherwise,
given the accumulated number of taxpayers who
claimed the interest deduction in previous years
and continue receiving it, their number should
exceed the number of taxpayers who claimed the
home purchase deduction.

Investment deductions are also inaccessible to
low-wealth individuals due to the lack of funds for
investment. Professional and securities deductions
stand apart from inequality mitigation because they
have a priori different objectives.

The use of the bulk of personal income tax
deductions by citizens with medium and high
incomes reduces the average effective rate for them,
which may lead to a regressive nature of income
taxation, when taxpayers with high incomes, taking
into account deductions, pay personal income tax
at a lower effective rate than taxpayers with low
incomes.
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Figure 2. Demand for personal income tax deductions by income groups of respondents
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Source: own compilation according to the sociological survey results.

The thesis about the lack of demand for
investment and property deductions for personal
income tax by the least well-off citizens is also
confirmed by the sociological survey results (Fig. 2).

With growing respondents’ income the demand
for property and investment deductions for personal
income tax increases, while social deductions are
more evenly distributed across income groups of
respondents.

In general, the current preponderance of
property deductions on personal income tax to the
detriment of social and standard deductions does
not allow realizing their potential in reducing
inequality and poverty.

The introduction of a progressive personal
income tax scale in Russia from 2021 with a rate of
15% for incomes over 5 million rubles per year is
generally not able to significantly affect the
smoothing of inequality because it requires, first, a
significantly higher rate of progression to “cut the
spire of excess income”, and second, a nontaxable
minimum, linked to the level of the minimum
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wage, to increase the disposable income of the
least well-off citizens, which is currently absent.
I.A. Maiburov in 2015, long before the introduction
of progression, suggested that “the income tax
reform may not meet the expectations of the poor
and the stratification of Russian society by income
will not be reduced, as the use of too soft progression
scale is proposed” (Maiburov, 2015, p. 174).
Nevertheless, the introduction of a progressive
scale becomes the first necessary but insufficient
step toward ensuring the smoothing of Russians’
inequality through personal income tax.

Income tax in other countries is a significant
tool for smoothing the citizens’ inequality. For
example, in the United States, with a fixed increase
in income inequality from 1980 to 2014, the share
of disposable income after tax received by the
richest 10% of citizens increased from 30 to 40%,
while before taxation — from 35 to 47%, i.e. even
more significantly (Piketty et al., 2018). We should
note that when criticizing the research results
of T. Piketty’s team, specialists from the U.S.
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Department of the Treasury and the Committee
on Taxation of the U.S. Congress found that taxes
in the United States further reduce the citizens’
inequality level (Auten, Splinter, 2023). In OECD
countries, income tax also has a smoothing effect on
income inequality (Guillaud et al., 2017).

Possibilities of smoothing citizens’ wealth
inequality through property taxes

Rosstat does not estimate wealth inequality in
Russia (Pugachev, 2023, p. 155), nevertheless we
can judge it from the data of Credit Suisse and
World Inequality Database, which indicate exces-
sively high inequality in wealth distribution.

According to the World Inequality Database, the
richest 1% of Russians have half of the wealth, their
share from 1995 to 2021 increased 2.2 times, from
21.5 to 47.6%. In contrast, the share of wealth of
the 50% of the least wealthy citizens decreased from
8.51t0 3.1%, i.e. 2.7-fold*. Credit Suisse estimates
the concentration of wealth in Russia to be even
higher: for the richest 1%, 5% and 10% of Russian
citizens it reaches 58%, 77% and 83% respectively.
The wealth Gini coefficient is 0.88 in 20215.

The instruments of property taxation are
supposed to contribute to the smoothing of such
high inequality in wealth distribution. However,

in Russia there are few such specialized instru-
ments implemented in the system of inequality
smoothing:

— increasing coefficient of individuals’
transportation tax for expensive cars (from 2022 —
coefficient 3 for cars worth 10 million rubles or
more);

— reduction of the tax base by the cadastral
value of 20 m? for apartments and 50 m? for houses
under personal property tax;

— tax benefits of a social nature.

An increasing coefficient of transportation
tax® for expensive cars was introduced in 2014.
From 2022, only coefficient 3 is applied for cars
costing from 10 million rubles not older than
10 years and from 15 million rubles from 10 to
20 years. Currently, in Russia, it is the only one
among property taxes that directly contributes
to smoothing citizens’ inequality. However, the
number of such expensive cars is small — 12.78
thousand in 2022, which is 0.027% of the total
number of cars subject to taxation (Tab. 3). Tax
revenues of the “luxury tax” in 2022 amounted to
1.26% of the total amount, or 2.13 billion rubles.
In the case of insignificance, the very fact of such
a tax and its dynamics is positive for the Russian

Table 3. Budget revenues from transportation tax of individuals with the
application of an increasing coefficient for expensive cars

Indicator 2020 2022
Total cars subject to taxation thousand units, including 41 594.7 47 091.66
with application of increasing coefficient 3, thousand units 6.3 12.78
Share, % 0.015 0.027
Amount of citizens’ transportation tax payable, billion rubles 158.37 167.24
with the application of increasing coefficient 3, billion rubles 0.95 213
Share, % 0.6 1.26
Source: own compilation based on the data of the FTS tax returns 5-TN.

4 Russian Federation. World Inequality Database. Available at: https://wid.world/country/russian-federation/ (accessed:

January 8, 2024).

> Global Wealth Report 2022. Credit Suisse. Available at: https://www.credit-suisse.com/about-us/en/reports-research/
global-wealth-report.html (accessed: January 8, 2024).

¢ It is the so-called “luxury tax”.
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practice — in relation to 2020, tax revenues and the
number of cars subject to the increased coefficient
more than doubled in 2022.

Reduction of the property tax base by the
cadastral value of 20 m? for apartments and 50 m?
for houses and tax exemptions for certain catego-
ries of taxpayers for property, transportation and
land taxes can only conditionally be considered as
contributing to the smoothing of inequality. For
small properties, due to the exclusion of part of
the area, the effective tax rate will be lower than for
large properties. This measure indeed contributes
to the smoothing of inequality. However, the
cadastral value of real estate is not taken into
account, which results in a higher amount of tax
for inexpensive but spacious apartments compared
to elite real estate.

Tax exemptions for certain categories of citizens
are also intended to improve the welfare of low-
income citizens, for instance, pensioners, but the
lack of targeting of tax exemptions can lead to the
opposite effect if, for example, the pensioner is rich.
There is a situation when benefits are distributed
evenly among taxpayers of different levels of wealth
or shifted toward wealthier owners of property that
the poor do not have. The abundance of tax benefits
and their high prevalence are also noteworthy
(Tab. 4). In 2022, 38.5% of taxpayers used
benefits, and the amount of tax not paid due to
the application of benefits reached 76.5 billion
rubles, or 22%. Thus, for land tax every second

taxpayer receives a privilege, and for property
tax the amount not paid in connection with the
provision of privileges amounted to 36.6% of the tax
amount.

To provide the smoothing of money inequality
through property taxes, it is necessary, on the one
hand, to ensure an increase in the tax burden for
owners of expensive or multiple properties, on the
other hand, to ensure the targeting of tax benefits,
when not only the category of the taxpayer is taken
into account, but also their actual ability to pay,
similar to the way it is implemented today, for
example, for social benefits for children from 3 to 7
years old with the introduction of neediness criteria
that take into account not only the income (average
income), but also the actual ability to pay.

It is interesting to mention the experience of
other states. For example, in Belarus, until 2022, a
double property tax rate was established for citizens
owning more than one property. In the UK, USA,
Germany, Austria, China, progressive rates of
property taxes are applied, which contributes to
the redistribution of the tax burden from the least
wealthy to wealthier citizens.

Most developed countries have inheritance and
gift taxes and capital taxes; they also contribute to
reducing wealth inequality, especially since property
received free of charge by inheritance or gift is
nonlabor income. In Russia, inheritance and gift
tax was in force until 2005. It was progressive: the
rate depended on the value of the property and the

Table 4. Property tax relief for citizens in 2022

Indicator Transportation tax Land tax Property tax Amount

Number of taxpayers, thousand people 33701.3 38 842.6 86 267.7 158 811.6

including those applying tax exemptions 9540.7 190101 32 548.7 61 099.5
Share of those applying benefits, % 28.31 48.94 37.73 38.47
Amount of tax payable, billion rubles 169.25 51.00 128.04 348.29
R T
Share of benefits, % 9.88 25.22 36.63 21.96
Source: own compilation based on the data of the FTS tax returns 5-TN, 5-MN.
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degree of kinship of the heirs. Currently, a separate
element of this tax is included in personal income
tax on the value of the donated immovable property
(subparagraph 7, paragraph 2.2, article 210 of the
Tax Code of the Russian Federation). However,
its fiscal significance is minimal: in 2022, personal
income tax on gifts amounted to 3.9 billion rubles’,
or 0.07% of the total taxable value, or 0.07% of
the total amount of personal income tax. It seems
appropriate to return inheritance and gift tax with
progressive rates and a system of deductions for
inexpensive and single property received from close
relatives.

Property taxes in Russia have a serious potential
for smoothing the monetary inequality of citizens,
given that the tax burden on property taxes of
individuals is lower relative to developed countries.
For example, in Russia the share of property taxes of
individuals in the total amount of tax revenues of the
consolidated budget is about 1%, while in developed
OECD countries it can reach 5—8% (Tab. 5).

In Russia, with a low level of property taxes in
the total tax revenues of the budget, the wealth
inequality level is higher: in Russia, the Gini
coefficient on accumulated capital amounted
to 0.88 in 2021 (reaching 0.9), while in OECD
countries it is 0.65—0.79.

Indirect taxes and consumption inequality among
Russians

The consumption economy predetermines the
most vivid manifestation of citizens’ consumption
inequality at the everyday level, which actualizes
the need to activate the instruments of indirect
taxation to influence the inequality. The possibility
of smoothing consumption inequality using the VAT
is conditioned by the difference in the consumption
structure of the least and most affluent citizens.
Rosstat records the volume and structure of citizens’
consumption by decile groups, which is presented
in Table 6 as the example of 2022.

The main share of expenditures of the least well-
off citizens is spent on household food and housing

Table 5. Fiscal importance of citizens’ property taxes and inequality level
in wealth distribution in different countries

Share of property taxes of citizens in total tax revenues, % Gini coefficient on wealth
Country ,
2010 2015 2019 2020 2021 2022
Canada 9.18 8.80 8.32 8.59 7.92 0.726
United Kingdom 5.55 5.53 5.75 6.26 591 0.706
Switzerland 4.63 4.88 5.24 5.56 5.49 0.772
France 5.75 6.13 5.42 5.31 5.07 0.702
Norway 1.62 1.56 1.70 1.83 1.46 0.769
Japan 0.94 1.20 1.31 1.31 1.47 0.649
Germany 0.98 1.03 0.95 1.13 1.11 0.788
Russia 1.14 1.28 1.15 1.32 1.00 0.88
Turkey 1.00 1.08 1.08 1.04 0.96 H/8
Poland 1.07 1.16 0.96 0.97 0.90 /g,
Latvia 0.06 0.42 0.54 0.54 0.53 H/a
Source: own compilation based on the data of OECD and Credit Suisse (Tax Revenue Buoyancy in OECD Countries. Revenue Statistics
2023. OECD.Stat. Available at: https://doi.org/10.1787/9d0453d5-en (accessed: January 10, 2024); Global Wealth Report 2022. Credit
Suisse. Available at: https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report.html (accessed: January 8,
2024)).

7 Calculated according to the data of Form 5-NDFL of the Federal Tax Service of the Russian Federation, assuming that
the rate of 13% is applied for the citizens of the Russian Federation.
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Table 6. Structure of final consumption expenditures of the first
and tenth decile groups of the Russian population in 2022, %

Item of expenditure First group Tenth group Rat![g ?;;r}fr;in;;%rsow

Household food 51.7 20.4 0.39

Clothes and shoes 7.5 6.3 0.83

Housing and utilities 13.0 9.6 0.74

Home appliances 0.3 1.0 3.08
Transport 57 26.9 476
Communication 53 3.0 0.57
Healthcare 2.8 3.8 1.34
Education 1.1 1.3 1.20

Vacation 1.9 6.8 3.60

Hotels, cafes, restaurants 0.7 4.4 6.62

Financial and insurance services 0.4 1.8 4.26

Source: own compilation according to Rosstat data (Inequality and poverty. Rosstat. Available at: https://rosstat.gov.ru/folder/13723
(accessed: January 12, 2024)).

and utilities — 65%, while the most well-off spend
30% on these items. The most significant excess
of the expenditure structure of the tenth decile
group over the first decile group was formed for
transportation, vacation, hotels, cafes, restau-
rants and financial and insurance services. Total
expenditures for final consumption in 2022
amounted to 7,985 rubles for the first decile group
and 63,400 rubles for the tenth decile group, the
ratio is 7.94 times. The caloric content of the daily
diet for the tenth group averaged 2,937 Kcal, and
for the first group — 1,972 Kcal, i.e. 1.5 times less.
The ratio of the cost structure of the most and
least well-off citizens can serve as an indicator of the
application of differentiated VAT rates to smooth
consumption inequality. Russia currently has a
reduced VAT rate of 10% on food products, which
helps to reduce the tax burden on the least well-
off citizens. At the same time, as part of anti-crisis
measures of tax support for business in 2022, the VAT
rate was set at 0% for hotels, cafes, restaurants and
tourism, which form a more significant share in the
expenditures of the most affluent citizens with a low
share in the expenditures of the poor. Accordingly,
this lowers the tax burden for the richest.

Economic and Social Changes: Facts, Trends, Forecast
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To compare the average effective VAT rate for
the first and tenth decile groups, we calculated as a
weighted average of the share in the cost structure
according to Table 6. We assume that the following
VAT rates are applied to cost items in general:
healthcare, vacation, hotels, cafes, restaurants,
financial insurance services — 0%, home catering —
10%, all other items — 20%. As a result, the average
effective rate for the first decile group was 13.21%,
and for the tenth decile group —14.0% (0.79 p.p.
higher).

To reduce the level of inequality, it seems
reasonable to lower the VAT rate for housing and
utilities to 10%, similar to food products, and to
return the rate to 20% for vacation, hotels, cafes
and restaurants. In this case, the average effective
VAT rates for the first and tenth decile groups will
be 12.45% (-0.76 p.p.) and 15.82% (+1.82 p.p.),
and the difference in rates will increase from 0.79
to 3.37 p.p., i.e. 4.3 times.

Differentiation of VAT rates, in addition to
ensuring the smoothing of consumption inequality,
is logically built into the concept of controlling the
comparability of expenditures and taxpayer’s
income level.
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To assess the impact of indirect taxation on
citizens’ inequality in Russia, we choose the Gini
coefficient and the decile coefficient on consump-
tion expenditures as the resulting indicators within
the framework of correlation and regression analysis,
and the share of VAT in GDP and tax revenues of
the consolidated budget, as well as the share of VAT
paid at the rate of 10% in the total volume of VAT —
as the indicator-factors. The analysis is based on the
data of Rosstat and the Federal Tax Service of the
Russian Federation for 1992—2021 (7ab. 7).

The relationship between VAT and inequality
indicators is inverse: the higher the share of VAT, the
lower the inequality. The relationship between the
Gini coefficient and the share of VAT in GDP and
in total tax revenues is strong, while the relationship
between the share of VAT at the rate of 10% in total
VAT and inequality indicators is weak. Accordingly,
the expansion of the study period becomes
the reason for increasing the closeness of the
relationship, as for the factors of the share of VAT
in GDP and in the total amount of tax revenues of
the budget includes the period of the 1990s, when
Russia had a progressive income tax, and the share
of VAT in tax revenues was lower than now. As a
whole, this aspect indicates that VAT in Russia does
not have a significant impact on inequality, and the
higher R? in some years with lower inequality is a
consequence of other factors.

Assessing the impact of the tax burden structure
on citizen inequality

We carried out the assessment by means of
correlation and regression analysis of the impact of
the tax burden structure on individual taxes on
citizens’ inequality. As an indicator of inequality,
we chose the Gini coefficient. We calculated their
shares in GDP to decompose the tax burden
structure by individual taxes. We carried out the
estimates for OECD countries for 2000 and 2020 on
the basis of OECD and World Bank data (7ab. §).

The closest of the analyzed correlation with the
inequality level is characteristic of the share of all
taxes in GDP, and since this indicator takes into
account the severity of the tax burden rather than
its structure, the level of tax burden, rather than its
structure, has a decisive impact on inequality. In
OECD countries, a 58-74% trend in the share of
taxes in GDP explains the change in the inequality
level. The share of income tax in GDP of OECD
countries consistently has a marked relationship
with the Gini coefficient, R> = 0.33. The impact
on inequality of indirect taxes decreased in OECD
countries in 2020 compared to 2000. This occurred
against the background of a decrease in the share
of indirect taxes in total tax revenues from 32.6 to
30.6%. The dynamics of the share of the tax in the
tax burden structure coincides with the change in
the impact of this tax on the inequality level.

Table 7. Results of correlation and regression analysis of the impact
of indirect taxation on citizen inequality in Russia

Result Factor — share of VAT Period Corrglgtlon Deter.mllnatlon
coefficient r coefficient R?
In total tax revenues of the 1992-
consolidated budget 2021 -0.855 0.731
- - 1995-
Gini coefficient In GDP 2021 -0.893 0.797
_ _ 2010~ 0613 03757
Paid at the rate of 10% in the total 2021
i ici i volume of VAT _
Decile coefficient py consumption 2012 01129 0.0011
expenditure 2021
Note: significance level o by Fisher’s F-criterion 0.01.
Source: own compilation based on Rosstat data and tax reports1-NM of the Federal Tax Services.
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Table 8. Results of correlation and regression analysis of the dependence of the inequality
level (according to the Gini coefficient) on the tax burden structure in OECD countries

Share of taxes in GDP Period Correlation coefficient r Determination coefficient R?
2000 -0.573 0.329
Income
2020 -0.569 0.324
Direct 2000 -0.595 0.354
Indirect 2000 -0.530 0.283
2000 -0.862 0.743
All taxes
2020 -0.765 0.585
Note: significance level o by Fisher’s F-criterion 0.01. We give the data only for significant and close relationships.
Source: own compilation based on the World Bank and OECD data. (Income share held by highest 10%. World Bank. Available at: https://
data.worldbank.org/indicator/SI.DST.10TH.10?end=2021&start=2000&view=chart (accessed: January 14, 2024); Revenue Statistics.
OECD.Stat. Available at: https://stats.oecd.org/viewhtml.aspx?datasetcode=Rev&lang=en (accessed: January 14, 2024)).

Inequality in OECD countries in 2020 relative
to 2000 has been smoothened by an increase in the
share of income taxes and a reduction in indirect
taxes due to income tax progression and the fact that
consumption taxation has a greater impact on poor
citizens who spend most of their income on current
consumption.

Development of tax administration to smooth
citizens’ inequalities

Tax administration has the potential to smooth
inequality, primarily by ensuring the complete-
ness of taxation of current income, capital and
consumption of the wealthiest citizens. Currently,
the directions of development of tax administration,
contributing to the smoothing of citizens’ inequality,
can be promising directions of technology deve-
lopment in terms of:

— administration of digital assets and revenues
from digital assets, transactions in digital assets,
goods and services;

— the completeness of taxation of citizens’
investment income;

— parsing real estate rental advertisement sites
and developing information exchange between
the Federal Tax Service and advertisement plat-
forms;

— identification of unregistered properties
using geospatial analytics services.

Economic and Social Changes: Facts, Trends, Forecast
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Discussion

The study confirms the hypothesis that the set
of instruments of income, indirect and property
taxation of citizens in Russia has a significant
unrealized potential for smoothing the economic
inequality of citizens. By means of decomposition
of tax instruments by areas — income, property
and indirect taxation — and application of
correlation and regression analysis it is possible
to prove that in each of the areas there are no
effective measures for smoothing inequality; at
the same time there is a potential for reducing
inequality. In this respect, the results of the study
correlate with the conclusions obtained earlier
by other researchers about the possibility of
overcoming inequality by improving distribution
and redistributive instruments (Shevyakov, 2011,
p. 72), that the current system of distributive
relations in Russia does not contribute to the
reduction of inequality and sometimes even increases
the existing disparities (Kostyleva, 2011, p. 72),
that the “soft” progression of personal income tax
will not have a significant impact on inequality
(Maiburov, 2015, p. 174).

The results obtained do not claim to be a
complete assessment of all tax instruments that
could contribute to the smoothing of economic
inequality of citizens. The presented instruments
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can be supplemented, especially concerning the
transformation of inequality over time. It is of
interest, for example, to study the impact of excise
taxes on citizens’ inequality, but today there are no
statistics on the consumption of excisable goods by
income groups.

The prospects for further research include the
specification of the parameters of promising tax
instruments to mitigate citizens’ inequality in
Russia: differentiation of tax rates of personal
income tax, VAT, property taxes, the establishment
of the tax minimum and tax deductions, as well as
tax benefits for property taxes, the development of
tax administration. The results obtained can become
a starting point for assessing the impact of these
instruments both on citizens’ inequality level and
on budget security.

Conclusion

The research results contribute to the deepening
of scientific understanding of the potential of the
integrated application of income, property and
indirect taxation instruments to smooth citizens’
inequality. For Russia today this potential is
significant, it has not been realized.

PIT does not ensure the reduction of inequality.
The introduction of a progressive personal income
tax rate of 15% is a necessary but insufficient first
step to reduce inequality. The progression should be
strengthened and a non-taxable minimum should be
introduced. The current preponderance of property
tax deductions on personal income tax (86.5% of
total deductions) to the detriment of social and
standard deductions does not allow realizing their
potential. Social deductions can contribute to the
smoothing of inequalities: not only by increasing

the limits, but also, for example, by diversifying
the limits of deductions depending on taxpayer’s
income. The use of the bulk of tax deductions by
citizens with middle and high incomes can lead to
regressive nature of income taxation.

Property taxes have a significant potential for
smoothing monetary inequality of Russians, given
that their tax burden is 5—8 times lower than in
developed countries. There are prospects for
increasing the tax burden for the owners of
expensive or multiple properties, luxury goods and
ensuring the targeting of tax benefits, when not only
the category of the taxpayer, but also their wealth is
taken into account.

The possibility of smoothing consumption
inequality with the help of VAT is conditioned by
the difference in the consumption structure of the
least and most affluent citizens. It is advisable to set
lower VAT rates for goods and services that form
the bulk of consumption expenditures of the least
well-off citizens, for example, housing and utilities
sector, and increase VAT rates for expenditures that
form the basis of consumption of the most well-
off citizens with a low share in the consumption
structure of the poor, for example, return of the rate
of 20% for vacations, hotels, cafes and restaurants.
In this scenario, the average effective VAT rates for
the first decile group decrease, while for the tenth
decile group they increase.

The decisive influence on inequality is the tax
burden level, but not its structure. The complex of
instruments of income, indirect and property
taxation of citizens has a significant unrealized
potential for smoothing the Russians’ economic
inequality.
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