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Abstract: The problem of vertical imbalance in the budgetary system is typical for many 
states, including the Russian Federation. Excessive centralization of tax revenues at the 
federal level along with the decentralization of expenditures at the regional and local 
levels lead to distortions in the budget system of Russia. Thus, the ratio of revenues, 
excluding inter-budgetary transfers, of the federal and territorial budgets in Russia in 
2006-2018 was approximately 65:35. The use of inter-budgetary transfers allows 
solving to a certain extent the imbalance problem and ensuring the equalization of 
federal and subfederal budget revenues to a ratio of 55 to 45. For fairness, it should be 
noted that most budget expenditures are also financed from the federal budget. The 
ratio of expenditures of the federal and territorial budgets is approximately at the level 
of 60 to 40, and in 2016-2018 it was 50 to 50. However, in modern conditions, 
maintaining the volume of inter-budgetary transfers provided from the federal budget to 
regional budgets at the same level becomes difficult. In this regard, the issues of 
ensuring a balance of regional and municipal budgets in Russia do not lose their 
relevance. 
 
Keywords: budgetary system of the Russian Federation, vertical imbalance, budget 
equalization. 
 
 
INTRODUCTION 
 

Any modern state is characterized by the problem of an even and fair 
differentiation of revenues and expenditures between the budgets of different levels of 
the budget system. The availability of this problem is explained by the fact that it is 
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practically impossible to ensure absolute coincidence of the tax potential and 
expenditure obligations of the territories. At the same time, the availability of the 
vertical imbalance problem does not depend on the form of government and is 
characteristic of both unitary and federal states. In particular, according to Figure 1, it 
can be noted that most often the largest share of budget revenues is assigned to the 
central budget, while a significant part of expenditures is financed from regional and 
municipal budgets. The result of this differentiation of budget revenues and 
expenditures is the inability of regional and municipal authorities to fully ensure the 
fulfilment of their obligations. It should be noted that the problem of vertical imbalance 
is least typical for countries that apply a decentralized model of fiscal federalism 
(providing for tax autonomy of regions and municipalities), for example, the United 
States.  
 

 
 
The problem of unequal differentiation of revenues and expenditures is also 

characteristic of modern Russia: most of the established taxes are federal, including the 
most significant ones providing stable receipts (Table 1).  
 
Table 1. The composition of federal, regional and local taxes in the Russian Federation 
Federal Taxes Regional Taxes Local Taxes 
Value Added Tax 
Personal revenues tax 
Corporate revenues tax 
Mineral extraction tax 
Excises 
Water tax 
Fees for the use of wildlife objects and aquatic biological 
resources 
Government duty 

Transport tax 
Tax on gambling 
Corporate property 
tax 

Personal property 
tax 
Land tax 
Sales tax 

 
The amount of taxes enshrined to regional and municipal budgets is not enough 
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to fully finance their obligations. Thus, the share of regional and local taxes is less than 
15 per cent in the total amount of revenues from the consolidated budget of the 
constituent entities of the Russian Federation. Based on this, it is obvious that the 
problem of vertical imbalance is also relevant for the budgetary system of modern 
Russia.  
 
METHODS 
 

The analysis of the vertical imbalance in the budgetary system of the Russian 
Federation was carried out on the basis of the data of the Russian Federation’s Ministry 
of Finance and the Federal Treasury on the execution of the consolidated budget of 
Russia and the differentiation of budget revenues and expenditures between the 
budgets of different levels of the budgetary system. The paper assesses the degree of 
budget gap between the federal and subfederal levels in the budgetary system of the 
Russian Federation before and after the use of vertical alignment tools based on the use 
of comparative and retrospective analytical methods; it is concluded about the 
effectiveness of using each of the tools used. 
  

RESULTS AND DISCUSSION 
 

Depending on the prevailing budgetary practice and the used model of budgetary 
federalism, different options for vertical alignment can be used in different countries. 
There are two main instruments for this purpose used in the Russian Federation: 1. 
Assignment of deductions from federal taxes to regional and municipal budgets; 2. 
Provision of inter-budgetary transfers. The main option for solving the problem of 
insufficient revenues of regional and municipal budgets in Russia is to assign them a 
share of some federal taxes. In particular, a significant share of such important taxes as 
corporate revenues tax and personal revenues tax currently goes to regional and local 
budgets (Table 2). 
 

Table 2. Transfer of taxes to budgets in the Russian Federation 
 
Tax 

Transfer rate, % 
Federal 
budget 

Regional 
budget 

Municipal 
budget 

Value Added Tax 100 - - 
Personal revenues tax - 85 15 
Corporate revenues tax 151 85 - 
Mineral extraction tax    

- gas, oil 100 - - 
- natural diamonds - 100 - 
- common mineral resources - 100 - 
- other 40 60 - 

Excises    
- on ethyl alcohol from food raw materials; 50 50 - 
- on ethyl alcohol from all types of raw materials, except 
for food; 

100 - - 

- on tobacco products; 100 - - 
- on cars and motorcycles; 100 - - 

                                                 
1 The corporate income tax is delineated between the budgets at the tax rate. Thus, the general corporate 
income tax rate in Russia is 20%, of which a 3% tax is transferred to the federal budget, and at a rate of 
17% - to regional budgets.   



P á g i n a  | 4 

 

 

 
 

Turismo: Estudos & Práticas (UERN), Mossoró/RN, Caderno Suplementar 05, 2020 
http://natal.uern.br/periodicos/index.php/RTEP/index [ISSN 2316-1493] 

- on excisable goods and products imported into the 
territory of the Russian Federation; 

100 - - 

- on automobile gasoline, straight-run gasoline, diesel fuel, 
motor oils for diesel and carburettor (injector) engines; 

12 88 - 

- on alcoholic beverages; - 100 - 
- on beer. - 100 - 
Water tax 100 - - 
Fees for the use of wildlife objects - 100 - 
Fees for the use of aquatic biological resources 20 80 - 
Government duty 1002 100 100 
Transport tax - 100 - 
Tax on gambling - 100 - 
Corporate property tax - 100 - 
Personal property tax - - 100 
Land tax - - 100 
Sales tax - - 100 

 
In addition to tax revenues, the budgets of all levels of Russian budgetary system 

receive non-tax revenues, which include revenues from the sale and use of state 
property, fines, etc. However, even such a division of revenues between budgets does 
not allow ensuring the uniformity of their distribution between the federal and 
territorial budgets. Thus, the ratio of revenues between the federal and territorial 
budgets in Russia in 2006-2018 was approximately 65:35. To be fair, it should be noted 
that most budgetary expenditures are also financed from the federal budget. Thus, more 
than 50% of the expenditures of the consolidated budget of the Russian Federation are 
the expenditures of the federal budget (Figure 2). However, it should be noted that the 
share of federal budget expenditures in 2015-2018 decreased significantly. This ratio of 
federal and territorial budget revenues is a consequence of the fact that the largest 
revenues, such as value added tax, tax on the extraction of minerals in the form of 
hydrocarbons, and customs duties, go to the federal budget. These types of revenues 
provide the formation of more than 75% of federal budget revenues. 

 

                                                 
2 Depending on the type of government duty. 
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Fig.2. Revenues (excluding inter-budgetary transfers) and expenditures delineation by 
Russian Federation budget system levels in 2006-2018, % (the calculations were made 
by the authors according to the data presented in (6). 

 
Thus, the enshrining of tax deductions from federal taxes to regional and 

municipal budgets does not fully eliminate the problem of vertical imbalance in the 
budgetary system of the Russian Federation. As a result, most regions and municipalities 
of Russia are unable to provide full funding for their assigned costs. In this regard, inter-
budgetary transfers are used in the form of grants, subventions and subsidies provided 
from the federal budget to regional budgets and, accordingly, from regional budgets to 
municipal budgets for the purpose of vertical balancing the budgets. Upon that, inter-
budgetary transfers play the great role in the formation of revenues of regional and 
municipal budgets. In some years (during the crisis period), they accounted for almost 
40% of revenues. In 2014-2018, the share of inter-budgetary transfers in the total 
amount of budget revenues decreased to 18-19% (Table 3). 
 

Table 3. The role of inter-budgetary transfers in the revenues of the Russian Federation 
constituent entities consolidated budget (the calculations were made by the authors 

according to the data presented in (6) 

Indicator 
Year 
200
6 

200
7 

200
8 

200
9 

201
0 

201
1 

2012 2013 201
4 

201
5 

201
6 

2017 2018 

Total 
budget 
revenues, 
Bln Rub 

470
8 

596
3 

759
6 

733
8 

806
1 

944
3 

1000
9 

1023
9 

890
6 

930
8 

992
3 

1075
8 

1090
1 

of which 
inter-
budgetar
y 
transfers, 
Bln Rub 

911 
177
9 

268
2 

309
4 

308
1 

361
6 

3625 3650 
172
8 

168
3 

163
5 

1703 2170 

Share of 
inter-
budgetar
y 
transfers 
in budget 
revenues 

19.3 29.8 35.3 42.2 38.2 38.3 36.2 35.7 19.4 18.1 16.5 15.8 19.9 

 
 

However, even with the help of inter-budgetary transfers, it is not possible to 
ensure an even distribution of revenues between the budgets of the federal and 
subfederal levels. On average, the ratio of revenues between the federal and regional 
(local) budgets in Russia is approximately 55 to 45. At the same time, the ratio of 
expenditures of the federal and territorial budgets is about 60 to 40, and 50 to 50 in 
2016-2018 (Figure 3). 
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Fig. 3. Revenues and expenditure delineation by the Russian Federation budgetary 
system levels in 2006-2018, % (the calculations were made by the authors according to 
the data presented in (6). 
 

The data presented indicate that, on the whole, the vertical balancing mechanism 
operating in Russia makes it possible to ensure an even delineation of revenues and 
expenditures between the budgets of different levels of the budget system. However, the 
analysis performed is based on data on the total volume of revenues and expenditures of 
all regions and municipalities, which somewhat distorts reality. The fact is that the 
regions of Russia are significantly differentiated in their socio-economic and budgetary 
indicators (10). So, for example, in 2018 more than 30% of the revenues of the 
consolidated budget in the regions of Russia were provided by the revenues of the 
consolidated budgets from four constituent entities of the Russian Federation: the city of 
Moscow, the Moscow region, the city of St. Petersburg, and the Khanty-Mansiysk 
Autonomous District.  

Accordingly, the remaining 70% of revenues went to the consolidated budgets of 
81 regions. The indicators are averaged and the problems of individual regions related 
to ensuring a balanced budget remain hidden as a result of using the aggregate data of 
all sub-federal budgets. While in modern Russia the consolidated budgets of most 
regions are executed with a deficit, the revenue side of their budgets does not allow fully 
financing the commitments, accordingly. In other words, the current system of revenues 
differentiation in Russia does not fully solve in reality the problem of vertical imbalance. 

 
SUMMARY 
 

Based on the study of the differentiation of revenues between the budgets of 
different levels of the budgetary system of the Russian Federation and the mechanism 
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for eliminating their vertical imbalance, it seems possible to draw the following 
conclusions: 

1. Modern Russia, like most other developed and developing countries, is 
characterized by the problem of vertical imbalance in the budget system. The vertical 
balancing mechanism used in Russia and based on the assignment of federal tax 
deductions to regional and municipal budgets and the provision of inter-budgetary 
transfers, allows solving to a certain extent the imbalance problem and ensure an equal 
ratio of revenues and expenditures of the federal and sub-federal budgets. Thus, the 
ratio of revenues between the federal and territorial budgets in Russia is about 55 to 45, 
expenditures - about 50 to 50. However, to be fair, it should be noted that the regions of 
Russia are significantly differentiated in their socio-economic and budgetary indicators 
and the study of national average data does not allow considering the specifics of all 
regions. 

2. The analysis has shown that the key role in the current mechanism for 
dividing revenues between the budgets of the budgetary system of the Russian 
Federation is played by inter-budgetary transfers from higher level budgets. It has not 
yet been possible to ensure a uniform distribution of revenues between the budgets 
through a fair distribution of tax and non-tax revenues. However, in the context of a 
decrease in federal budget revenues due to the instability of world prices for energy 
resources, it becomes difficult to maintain the volume of inter-budget transfers provided 
from the federal budget to regional budgets at the same level.  
 
CONCLUSIONS 

 
Thus, regional and municipal budgets in Russia are heavily dependent on 

intergovernmental transfers from the federal budget. In this regard, the authorities, 
primarily at the regional level, must already now provide for measures aimed at solving 
problems related to ensuring a balanced budget. Since in conditions of financial 
instability, we are talking about the introduction of new taxes or an increase in the rates 
of existing taxes, there is no radically different delineation of tax revenues between the 
budgets in Russia; special attention should be paid to the efficiency of the use of 
budgetary resources. 
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