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Optimization of budgetary and tax processes in the subject 
of the Russian Federation
This article is devoted to consideration of the tax income structure in the budget of Khabarovsk Territory. It is revealed the non-optimal assessment between the Khabarovsk Territory budget and the budgets of the organs of the local self-government. The redistribution of the tax income in favor of municipal regions is based.
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The Administration of the budgetary and tax relationship in the subject of the Russian Federation is realized with the assistance of the regional, local taxes, financial support of the regions and the local self-government and the organizational methods. The regional tax structure is presented in the article 14 of the Tax Code of Russian Federation: property levy of organizations, gambling business tax, transport tax. From 2001 to 2006 this list was changed. Since 2004 the sales tax was abolished to decrease the goods’s cost for consumers. But the increasing difficulties in the field of the value-added tax administration were resulted in  the discussion of theme to return the sales tax. After the imposition of the local real estate tax, the property levy of organization will be abolished.
The regional taxes provide the budgets with the assistance of the own financial sources in part, and the share of the federal taxes in the regional income is enough high. The structural analysis of the tax income in the regional budget according to the principal taxes is presented that, the federal taxes constitute a bigger specific share in the budgetary forming (table 1). 
Таble 1
Structure of the incoming taxes and dues in the regional budget of 
Khabarovsk Territory in 1998 – 2007, in percentage 

	Taxes
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007

	Tax income – in  all,  
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100

	Share of federal taxes in the regional budget.:
	80,7
	82,5
	80,0
	85,3
	87,2
	82,8
	81,0
	85,5
	85,0
	82,6

	Property levy of organizations
	21,8
	27,6
	22,4
	42,8
	20,0
	29,7
	26,4
	25,7
	24,3
	28,8

	Income-tax with individuals
	22,9
	19,1
	21,1
	24,0
	33,2
	42,0
	41,0
	43,0
	42,0
	38,3

	VAT
	14,4
	8,2
	4,9
	-
	-
	-
	-
	-
	-
	-

	Excises
	3,2
	4,7
	3,9
	3,0
	8,4
	7,0
	8,5
	12,2
	12,9
	10,0

	Taken tax 
	0,2
	0,2
	0,2
	0,2
	1,3
	0,1
	0,6
	1,4
	2,5
	3,1

	Payment for  mineral resources  using
	3,9
	1,1
	1,5
	1,3
	1,3
	1,0
	4,5
	3,2
	3,3
	2,4

	Federal income-taxes in the regional road fund 
	14,3
	21,6
	26,0
	14,0
	23,0
	3,0
	-
	-
	-
	-

	Share of regional and local taxes in the regional budget
	19,3
	17,5
	20,0
	14,7
	12,8
	16,9
	19,0
	14,5
	15,0
	17,4

	Property levy of organizations
	13,4
	7,8
	10,2
	7,5
	7,9
	11,0
	6,7
	11,5
	11,0
	14,0

	Total fixed tax
	0,2


	3,9
	4,4
	3,7
	1,3


	0,5
	1,4
	-
	-
	-

	Sales tax
	0,9
	3,3
	3,3
	2,2
	2,0
	2,0
	-
	-
	-
	-

	Payment for timber resources  using
	0,9
	0,8
	0,6
	0,5
	0,5
	0,4
	-
	-
	-
	-

	Land tax
	1,7
	1,4
	1,4
	0,8
	0,5
	-
	-
	-
	-
	-

	Due for needs of educational institutions
	2,2
	0,3
	0,06
	-
	-
	-
	-
	-
	-
	-

	Gambling business tax
	-
	-
	-
	-
	0,6
	-
	0,6
	0,7
	1,6
	1,1

	Transport tax
	-
	-
	-
	-
	-
	3,0
	10,3
	2,3
	2,4
	2,3


The dynamics of the regional taxes in the regional budget is undulating during the whole period of the observation, but it is not substantially. 

Since 2005 the special-purpose budgetary funds are stood apart from the income of the regional budget. One of such funds is the road fund, which is formed on 80 - 90 % for account of tax taking. Their list was changed permanently and since 2003 this fund is formed for account of following taxes: transport tax, gasoline excise, diesel oil, motor oil and land tax. The last is not a source of the forming for the regional road fund since 2005. Therefore for the importance rating of the federal and regional taxes the road funds are included in the total sum of the tax taking. The increase of the payments for the mineral resources using is accounted for the introduction of the mining operations tax (MOT) since 2002 and the due of using of the animal world objects (AWD) and the water resources due (WRD) since 2004. The tax and due are fixed according of the federal legislation.

The income decrease of the total fixed income in 2003 on 62% as compared with 2002, and then the increase on 180% in 2004 are depended on the introduction of the new tax redaction. In spite of the abolish of the benefits and the grace period, by which through prepayment the tax sum was reduced, the basic income of the “new” special tax treatment was higher. 

On the contrary, the collection of the property levy of the organizations in 2004 was reduced substantially through the contraction of the taxation object. Earlier it was charged all property practically, the basic means, goods, but since 2004  the objects of  taxation are recognized only basic means only, which are reckoned in the account 01 «Basic means» and since 2006 year. – in the account 03 «Profitable investments in material values». Also the list of the benefits was reduced, and the tax rate was increased from 2% to 2,2%. But even these measures were not the reason to increase of the tax funds. The tax funds were reduced, for example, in 2003 the plan of the tax collection was 883 million roubles, and in 2004 766 million roubles.

It is necessary to say, that the decrease of the tax rates always bring to the decrease  of budget`s income according these sources. That is why it` is necessary to compensate for account of other taxes or the reduction of the government`s cost. In 2005 year the rate of the single social tax was reduced from 35,6% to 26%. It was economically groundlessly and resulted in the deficit of the Pencionary fund and its compensation for account of the Federal budget. The basic consequences of the rates decrease politics are concluded in the following. First, it brings to reduction of the budgetary income to the following source, that is why there are the difficulties to decide the social programs. In the second place, the income reduction is obligatory to compensate for account of the rate increase of other taxes, but it is not for account of the decrease of the budgetary cost. As a result there was not the decrease of the total tax load at the economy in 2007. It reached the high indexes of the gross domestic product – 46,8%. In the third place, by the reduction of the tax rates and payable in the budget tax sums, the reduction of the goods and services cost does not happen. After the reduction of the tax rates of the social insurance tax prices at goods and services were not reduced, the wages did not increase. As a result it was increased the profit at the sum of the decrease of the social insurance tax, which was allocated in favor of the shareholder. It was not the decrease of the cost of the consumer goods in 2004, when it was abolished the sales tax. It also resulted in the profit increase of businessmen.
The value rise of the profit tax in the forming of the regional budget is explained the following conditions: the decrease of the delinquent taxes; the increase of efficiency, the rise of the profit – makers and the timely remuneration of labor; the restructuring of debts, leading in 2001. Thanks to the restructuring tit was increased the tax taking to the budget, because one of the condition of the debt amortization was the timely taking of current payments in the budget.
The rise importance of the income tax is connected which the changes of the calculation scheme of the tax resources, withdrawal of some preferences, including the servicemen in the circle of taxpayers. The increase of the nominal wage for the specialists of the government-financed organizations in 2001, and its rise in others spheres of the economical activity effected the increase of the tax income taking. In addition, since 2002 this tax takes in the budgets of the subjects of the Russian Federation and the local budgets. These activities provided the dynamic development of the financial resources in this source .

The research of the income structure of the Federal subject budget since 1998 to 2008 indicative the positive and negative qualitative changes in the tax relations. It was risen the importance of resources, incoming from the results of the economic activity and the increase of population`s incomes (income tax of organizations, excise duties, income tax). But it was centralized the key source - VAT. The main and the general change it is the systematically increasing centralization of the financial resources. This contradiction has the stable character and it is kept during the long time. Such situation does not promote the optimization of the tax relations and do not relax the social tension in the society (table 2).

Table 2
Incomes structure of Khabarovsk regional budget1, %

	Income`s type
	2002
	2003
	2004
	2005
	2006
	2007

	Tax income
	60,3
	62,2
	66,8
	70,1
	70,5
	58,0

	Nontax income
	3,3
	3,6
	4,2
	8,9
	6,3
	11,2

	Non-repayable taking
	36,4
	34,2
	29,0
	21,0
	23,2
	30,8

	In all
	100
	100
	100
	100
	100
	100


¹Legislation of Khabarovsk region “Budgetary system of Khabarovsk region”
In the structure of the non - tax incomes the principal share  is the income of the property use, relevant to the state and municipal property and the income from entrepreneurship and other activity, bearing profit.  In the structure of the non-repayable taking it is included the subsidies, subventions from other budgets. In 2007 happened the serious changes in the structure and dynamics of the taking to the budget according to indexes in 2006. The decrease of the tax income share at 12,5 percentage points was the reason to increase of the non-tax taking share at  7,6 percentage points. The dynamics of changes has the negative character: the decrease of the tax income at 18% resulted in the rise of the non-tax taking at 133%. These processes increase the subvention of the Khabarovsk region, that it is not the positive tendency. The increase of the non-repayable income at 178% would be defined as a positive dynamics in the forming of the budget and the more quantitative decisions of the local social program. 

The correlation of the tax and budgetary potential (tax and non-tax income) with profitable and expenses budget powers of region indicate, that the taxes, collecting on the territory of Khabarovsk region, in 1,5 time exceed expenses commitments of region budget. The Khabarovsk region would be related to the donor subject (table 3). 
Table 3
Budgetary means of region, mln. roubles
	Year
	Predesigned income with a glance of financial support 
(according the legislation «Budgetary system of Khabarovsk region »)
	Given costs
	Tax funds in all levels of budgets (State Tax Administration of Russian Federation in the Khabarovsk region)
	Tax and non-tax income in all levels of budgets

	2002
	10129,3
	12134,0
	20043,0
	20071,3

	2003
	13937,2
	15310,9
	23336,7
	23376,8

	2004
	17231,4
	18607,3
	28148,7
	28437,4

	2005
	22181,1
	23682,3
	28443,2
	28467,0

	2006
	23342,1
	26028,1
	15307,4*
	15336,3*


*Summary of operations to 01.07.2006.
We do not deny the presence and reasons for the redistribution between the levels of the budgetary-tax system. The problem is concluded in the scale of distribution and the necessity its optimization relative to the centre, regions and municipalities in compliance with the expenses powers.

The local taxes and duties are the third level of the tax relations. Their share in the consolidated budget of the Russian Federation is small. According our calculations, the income correlation between the Federal budget, the budgets of the subjects of the Russian Federation and the local budgets in percentage account for in 2000 -  49: 30: 21; in 2002 – 59: 28: 13; in 2003 – 62: 28: 10.  

 The structure of the local taxes is presented in two taxes: the land tax and property levy of individuals. The powers of the local self-government, for example, the tax determination were changed the several times. In 1991, 1992 during the  functioning of the tax system of the Russian Federation the regional and local taxes were regulated rather inflexibly. According the legislation of the Russian Federation «About foundation of tax system of Russian Federation» the power of federal subjects fixed three taxes, but the local power – 21 local taxes. Then the limitations in the list of the regional and local taxes and dues were annulled for three years (1994-1996). The goal of the abrogation consisted in giving of possibilities to regional and local powers to find the income resources and way out of the financial crisis independently. 

The grand losses of the local budgets were in 2001 in connection with the abrogation of the amount of the housing tax and objects of the social-cultural area. At the average in the Russian Federation it amounted 13-15 % of the own tax taking in the local budget and about 90 % tax taking from the local taxes. It was the principal special – purpose source to defrayment of the social-cultural and communal services`s maintenance. Instead of the abrogated tax the local power acquired a right to the share of the income tax rate about 5%, and since 2002 – 2%. But it was not the equivalent compensation, because the taxes have the different objects of taxation. 

The budgetary structure of the Russian Federation is formed so, that the local taxes total the small part in the income of the own budgets. The principal part by their forming – is the assessments from the federal and regional taxes. In the municipal government in Khabarovsk (since 2006 – the urban district «City of Khabarovsk») the correlation of the federal, regional and local taxes accounted for, in percentage, respectively: in 2004 – 71,6: 18: 10,4; in 2005 – 75,5: 17,1: 7,4; in 2006 77: 0,1: 22,9, in 2007 – 76,6: 0,05: 23,4. In 2006 and 2007 it was the essential change in the structure of the income in favor of the local taxes. These changes are accounted for the delegation of the powers according of the fixed single tax introduction to the local level. In the Khabarovsk budget is included 90% from the total sum of this tax.
At the present time the local government realizes many of the state functions in the field of education, public health, social help, but the power has not the stable resources for the forming of the local budgets. In 2001 in the municipalities of the Khabarovsk region the local taxes accounted for about 1 – 3% in the total sum of the income, and in the assessments only – 4 – 6%. At the present time the situation does not change: there are 2% – 14% local taxes in the budgets of the local self-government.
In the realization of the financial politics the local powers depend on the subsidies and subventions from the budgets of other level, the transforming into their recipients, dependants. For example, in the Khabarovsk budget the non-repayable taking from the regional budget (table 4) accounted for almost the half (43,6%).
Table 4
Structure of the income in Khabarovsk1, %

	Kind of income
	2004
	2005
	2006
	2007

	  Tax income
	62,7
	52,0
	52,0
	38,0

	  Non-tax income
	17,8
	16,3
	16,0
	18,4

	  Non-repayable taking
	19,5
	31,7
	32,0
	43,6

	  In all
	100
	100
	100
	100


 ¹Decision of Khabarovsk municipal Duma “About the municipal budget”. 

It can be explained so, that the distribution of the tax powers between three levels of economics management is not balanced. In spite of the increase of the tax assessments at 142,4%, the decrease of their specific weight in the general income structure was the cause of the increase of needs in subventions and subsidies. In the budgetary costs, directed to the social needs, there are the new kinds of support for citizens, it was increased the categorical assistance, compensatory payments, financing of different program. For example, for the realization of federal program «Economic development of Far East and Transbaikalye from 1996 to 2005 and also to 2010 » it was needed 1443,9 millions roubles. For the awards of the winners within the All-Russian competition «The well-planned town of Russia» was planed 22,2 million roubles. In addition, it is attended to development of the road system, general overhaul of houses, it was subsidized purchase of houses for the newly married couple. The increase of the subsidies and subventions for the social needs in 2007 г. to 2006 accounted for 259%. Such high changes, leading the increase of the tax taking, make the income structure of the budget non-optimal, bring down the importance of the tax resources. In 2007 the budgetary costs were financed at 59% at the cost of the own resources and at 41% at the cost of the subventions and subsidies, taking from other budgets.

In the income of subjects of the Russian Federation and the local budgets the financial help, transferred from the higher budget, is the integral part of the income structure. Thereby, it can be summed up, that all budgets, except the federal, are subsidized. Exemplificative of the Khabarovsk budget it can be shown what provision the municipal government could have, if the half of taxes, collected in our territory, remains in the city budget. All costs power are at strake, conferred on the local administration, that is why it is necessary to regard not only the tax income but also non-tax taking (table 5). It can be summed up, that the activity of organizations and institutions could provide the budgetary income of the city 2,5-3 times then the expenditures! Certainly, the part of the income should take in the federal budget to the financing the organs of state administration, defence, justice, law and order, basic science, pension system, and other goals. But the transformation many of subjects of the Russian Federation and municipalities in recipients, without the accounting of expenditure powers, prompts a debate.
Table 5
Budgetary provision, Khabarovsk, million roubles 
	Year
	Planed income with an accounting of financial help(regarding the decision of Khabarovsk municipal duma«About the city badget»)*
	Planed expenditures
	Collected taxes in all levels of budgets (data of federal tax administration in the Khabarovsk territory)
	Collected tax and non-tax income at all levels of budgets

	2004
	4692,1
	4927,4
	14923,0
	15019,0

	2005
	4473,3
	4762,4
	16773,8
	16784,3

	2006
	4633,0
	4945,7
	19826,2
	19847,5

	2007
	9013,2
	9226,1
	28019,6
	28038,5


*Decision of Khabarovsk municipal Duma «About budget of city» 20.01.2004, № 444, 22.02.2005, № 37, 20.12.2005, № 186, 19.12.2006, № 370.

As far as the principal resources of the budget forming are the taxes in all levels, that it is necessary to optimize the redistribution of the income and expenditure powers in this area of the economic relations. In the formed economic situation it should be in favor of the local administration.
The optimization of financial investments between the budget on the three levels means the reduction of the financial help from federal budget and the more balanced correlation of the income. It can be achieved thank to the redistribution of the taxes in favor of the local government. This approach was used by the investigation of the tax provision of the municipalities in the Khabarovsk territory. In 2007 the correlation of taxes, taking in the federal budget, regional and local budgets, collected in the Khabarovsk territory, formed a proportion 29: 55: 16. On the basis of suggestions according of the tax redistribution between the levels of the tax-budgetary system was calculated, it could change the proportion in the following correlation: 28: 30: 42.
