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Analysis of developing the St. Petersburg budget from 2020 to 2023

Abstract: The relevance of the work lies in the fact that each subject, as part of the entire Russian
Federation, has its budget. This budget is intended to fulfil the expenditure obligations of the entity. The
federal city budget was chosen to study the process of forming and distributing funds in this region. The
study object was the St. Petersburg budget, the formation and expenditure of funds in this region, like
the current state of the budget (its deficit or surplus). The study subject was indicators reflecting the
amount of budget revenues and expenditures, like sources of income and expenditutre directions of the
specified budget. The purpose of the study was to study the revenues and expenditure indicators of the
St. Petersburg budget to analyse the formation of budget funds and the direction of their expenditure.
The study methods used in this work include specific legal, comparative legal, logical, system-structural,
analysis, synthesis and other methods of generalising scientific material and practical experience. This
topic was raised by such scientists as O.G. Arkadieva, N.V. Morozova, E.I. Mayorova, and E.Y.
Gracheva. The author concludes that when forming the St. Petersburg budget, many factors affecting the
economy are considered, including the amount of income for the planned period. The city’s budget is
built with a deficit. It is done for the most efficient use of funds. In addition, the approved income and
expenses do not match the actual value for the reporting period. The analysis of the budget of St.
Petersburg for the past financial reporting petiod helps to identify and develop the most accurate draft
city budget for the next reporting petiod.

Keywords: city budget, St. Petersburg, formation of budget funds, expenditure of budget funds.
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cpeAactB B AaHHOM peruoHe. OObexkrom umccacpoBanusa Obia  Oropxer  Cankr-IlerepOypra,
opMupOBaHTE U PACXOAOBAHIIE ACHEKHBIX CPEACTB B AAHHOM PETHOHE, 4 TAKKE HBIHEIITHEE COCTOSHIUE
broaxkera (ero aedumur, Anbo mpodurmr). Ilpeamerom mccAeaoBaHHA OBIAH  ITOKA3ATEAH,
OTPAKAIOLINE CYMMY AOXOAOB U PACXOAOB OIOAKETA, 4 TAKKE HCTOYHUKH AOXOAOB M HAIIPABACHUS
PAaCcXOAOB yKa3aHHOTO OroakKeTa. LIeABIO HCCACAOBAHIS ABASAOCH MCCACAOBAHIE ITOKA3ATCACH AOXOAOB
u pacxopoB 6roakera Cankr-Tlerepbypra, anaans pOpMUPOBAHEI OIOAXKETHBIX CPEACTB U HAITPABACHIS
nx pacxopoBarus. K MeToAaM HCCACAOBAHIS, IIPUMEHEHHBIM B AAHHOH paboTe, OTHOCHTCS CIICIHAABHO-
FOPUANYCCKUN, CPaBHUTCABHO-IIPABOBOM, AOIMYECKUN, CHCTEMHO-CTPYKTYPHEIH, aHAAW3, CHHTE3 U
Apyrue mpueMbl OOOOIICHUS HAYYHOIO MATEPHAAA M IIPAKTHYCCKOIO OIBITA. AAHHAS TEMATHKA
IIOAHUMAAACH TakuMH yaeHbiME Kak, O.I". Apkaasesa, H.B. Mopososa, E.J. Maiioposa, E.}FO. I'pauesa.
ABTOp A€AA€T BEIBOA, uTO Ipu popmuposanuu Oropaxera Canxr-IlerepOypra y4nuTHBAIOTCS MHOIHE
paxkTOpPBL, BAUSIOIINE HA 9KOHOMHEKY, B TOM YHCAE M KOAHYCCTBO AOXOAOB HA IIAAHUPYEMBIH IIEPHOA.
Broaxker ropoaa mocTpoeH ¢ AeHIIITOM, 9TO CACAAHO AAf HauOOAee 9(P(DEKTHBHOTO HCIIOAB30OBAHHE
ACHEXKHEIX CpeACTB. KpoMme TOro, yIBEpKACHHBIE AOXOABL M PACXOABL HE COBIIAAAIOT € (PAKTHYUCCKIMEI
3HAYCHUE 34 OTYETHBIH mepuoA. AHarns 6roaxera Caukr-IlerepOypra 3a mporreAmmii pHUHAHCOBBIH
OTYETHBIH IIEPHOA ITOMOTAET OIPEACAHTH H CPOPMHUPOBATH PaspabOTaTh HANOOAECE TOUHEE IIPOECKT
OIOAKETA TOPOAA HA CACAYFOLIIHI OTYECTHBII IIEPHOA.

KuaroueBbre caoBa: ropopckonn Oroaxer, Casxr-IletepOypr, (popMHpOBaHIE ACHEKHBIX CPEACTB
BIOAKETA, PACXOA ACHEKHBIX CPEACTB DIOANKETA.

Abbreviation:

AC — Accounting Chamber of the State Duma of the Russian Federation,
BC — the Budget Code of the Russian Federation,

B&TC — the Budget and Taxes Committee,

RF — the Russian Federation,

SD — the State Duma of the Russian Federation.

Introduction

The relevance of the work lies in the fact that each subject, as part of the entire Russian
Federation, has its budget. This budget is intended to fulfil the expenditure obligations of the
entity. At the same time, it is worth forgiving that any budget, regardless of its level, always
consists of three elements: formation, distribution and execution. The activity of each entity is
inextricably linked with cash, which is why it is so significant to focus on processing its formation
and distribution.

The legislation of the Russian Federation has a definition of the budget. Thus, Article 6 of
the BC understands the budget as a way of forming and spending funds intended for financial
support of the tasks and functions of the state and local self-government. In the absence of
funds, namely, without a well-designed system of spending money, it is impossible to imagine
any subject of Russia.

All subjects of Russia have an independent budget focused on fulfilling expenditure
obligations. Three interrelated factors — the formation, distribution and use of funds —
determined the budget.



The federal city budget was chosen to study the process of forming and distributing funds
in this region.

The study object is the St. Petersburg budget, the formation and expenditure of funds in
this region, like the current state of the budget (its deficit or surplus).

The study subject is indicators reflecting the amount of budget revenues and expenditures,
like sources of income and expenditure directions of the specified budget.

The purpose of the study is to study the indicators of revenues and expenditures of the
budget of St. Petersburg, to analyse the formation of budget funds and the direction of their
expenditure.

According to the goal, the following tasks were set when writing the work:

— give general characteristics of St. Petersburg as Russia’s subject;

—  study the St. Petersburg budget income and expenditure indicators;

— analyse the formation and distribution of the St. Petersburg budget funds;
— compare the St. Petersburg budget with other subjects of Russia.

The research methods used in this work include special legal, comparative legal, logical,
system-structural, analysis, synthesis and other methods of generalising scientific material and
practical experience.

This topic was raised by such scientists as O.G. Arkadieva, N.V. Morozova, E.I. Mayorova,
and E.Y. Gracheva.

The study’s practical significance lies in the analysis and formation of conclusions regarding

the structure of expenses and incomes of a particular Russian region.
The results of the study
Theoretical aspects of forming the Russian Federation subject budget

Budget formation and execution principles

According to G. Arkadieva, the budget is an economic category, implementing the
redistribution of gross domestic product (GDP), financial regulation and incentives, ensuring
the stable functioning of the public administration sector, like the country’s social policy
(Arkadieva & Berezina, 2023, p. 8).

In addition, the budget can be defined as an economic entity’s main financial plan,
demonstrating the sources of income and spending directions.

According to N. M. Sabitova, the principle is a feature of the structure of the state budget
system, established by legislation (Sabitova, 2013). One cannot disagree with this concept, since
the different countries’ budget systems may differ radically. It means that their budget system
principles will vary accordingly.

According to E.I. Mayorova, the budget process is based on principles, compliance with
which makes it possible to most effectively implement and use the budget so that the state’s
funds are used with maximum benefit for the development of society (Mayorova & Khrolenkova,
2020, p. 70).

Chapter five of the BC enshrines the principles of the budget system:



e the principle of budget system unity;

e the principle of dividing income and expenses between the levels of the budget system;
e the principle of budget independence;

e the principle of the income and expenses display completeness in the budget;

e the principle of budget balance;

e the principle of efficiency and economy in using budgetary funds;

e the principle of general coverage of budget expenditures;

e the principle of transparency;

e the principle of budget reliability;

e the principle of budget funds targeting some expense types (1he Budget Code, 1998).

The budgetary system unity principle implies a legislation commonality, a common
monetary system of the state, in which the only means of payment is the Russian ruble. In
addition, the commonality of financial and budgetary documents and all the integrity of the
budget formation stage, the equivalence and equivalence of liability measures for violations of
the current law in budget regulation. The commonality and equivalence of a single process of
financing budget expenditures, and the accounting procedure for budget funds at all integrated
system levels.

The principle of dividing income and expenses between the budget system levels implies
the distribution of some income and expenses for Russia’s specific authorities, subjects and local
governments.

The budget independence principle establishes that the budget process is performed by each
authorised entity at its level of the budget system independently. This means, e.g., that at the
federal level, federal authorities determine the directions of expenditures, at the regional level —
regional authorities, and at the municipal level — local governments.

The principle of the income and expense display completeness in the budget means that
income and expenses, like other budget revenues established by law, must be reflected in the
relevant budgets.

The balance principle means that the income amount indicated in the budget plan should
be equal to or greater than the amount of expenses. In addition, it is worth noting that the
amount of expenses should consist of the minimum required amount of expenses.

The principle of efficient use of budgetary funds implies that when drawing up and
executing the budget, the authorities should strive to achieve maximum results at minimum cost.

The principle of total budget expenditure coverage means that all budget expenditures
should be covered by the total amount of funds from budget deficit coverage revenues and
sources.

No less significant is the transparency principle, meaning mandatory publication in the open
press of approved budgets, a report on their execution, and completeness of information about
approved budgets, like the availability of other information by decision of legislative and
representative authorities. However, unfortunately, this principle is not always respected. Since
not all budgets are fully disclosed, some budget information percentages remain classified.

The reliability principle indicates that when budgeting for the next planning and financial

years, only reliable, truthful, reliable sources of information on the target indicators of the socio-



economic development of the region are used, like the most realistic and truthful calculation of
budget revenues and expenditures.

The budgetary funds targeting principle means allocating funds to specific budget recipients
with the designation of goals for which the allocated funds are used.

The cash register budget unity principle provides for crediting all income and implementing
all expenses from a single budget account of the Federal Treasury.

Thus, the principles in Russia’s constituent entity budget preparation and execution play a
significant role. Principles are a fundamental element of the entire budgeting and execution
process. Principles are the guiding principle of the budget process as a whole. Without
knowledge and applying principles in budgeting, it will be impossible to estimate the expenses
and incomes of Russia’s constituent entity from a financial viewpoint. All the principles combine

harmoniously and complement each other.

The budget formation and execution process

The budget formation and execution process is the same in Russia as a whole and in each
subject. The difference lies only in the bodies that carry out this or that action in the process of
forming and executing the budget, and in the timing. In general, the author will consider the
budget formation and execution process in Russia.

The budget process is divided into 4 stages:

e  drafting the budget,

e reviewing and approving the budget,
e directly executing the budget itself,

e  preparing a budget execution report.

So, next, it is necessary to analyse each stage in more detail.

The first stage is the preparation of a draft budget. This process is led by Russia’s
Government and the relevant executive authorities of the subjects and local governments. The
Ministry of Finance, of Russia’s constituent entity financial authorities, e.g., the Finance
Committee of St. Petersburg and municipalities are directly involved in drafting the budget.

Because the budget formation process is complex and multifactorial, its preparation begins
no later than ten months before starting the next financial year.

In turn, this stage can be divided into three stages:

e develop a forecast plan;

e allocate the maximum budget financing amounts by the Ministry of Finance;

e consider the project by Russia’s Government and send it to the SD with the documents
attached.

We are systematically moving on to the second stage of the most interesting process —
consideration and approval of the budget.

At the same time, it is significant to consider that Russia’s Government submits for
consideration and approval to the SD a draft federal law on the federal budget for the next
financial year and the planning period no later than October 1 of this year. Russia’s President
receives this bill at the same time as the SD. For example, the draft Federal Law “On the Federal



Budget for 2023 and the planning period 2024 and 2025 is worth submitting no later than
October 1, 2022.

Itis necessary to recall the organisational structure of the SD, it consists of many committees
affecting a certain field of activity. Accordingly, the SD’s Council sends it to the B&TC to
prepare and bring the necessary documents into compliance with current legislation.

A draft federal law is accepted for consideration only if it contains the entire list of necessary
documents specified in Article 192 of the BC. Otherwise, it is returned to the Government for
revision and elimination of deficiencies. At the same time, Russia’s Government has only ten
days to eliminate the shortcomings.

Further, this bill is worth sending not only to other SD committees for making comments
and suggestions, but also to Russia’s AC for giving an opinion. It is significant to remember that
the SD is limited to sixty days provided for its consideration in three readings.

During its consideration, its concept, the forecast of the socio-economic development of
the Russian Federation, the projected volume of GDP and the inflation rate are discussed.

Also, all committees are required to prepare and submit conclusions, and proposals on the
adoption or rejection of the submitted draft law, like proposals and recommendations on the
subject of the first reading within 10 days. After these actions, the B&TC prepares a consolidated
general opinion on the SD’s draft law and a draft resolution on the adoption or rejection in the
first reading of the draft federal law on the federal budget and submits them to the SD for
consideration.

If the draft federal law on the federal budget for the next financial year and planning period
is rejected, it is submitted to the conciliation commission, which in turn develops a version of
the main characteristics within 10 days. Upon completion of the work of the conciliation
commission, the Government submits to the SD the agreed main characteristics of the above-
mentioned draft law of the federal budget.

The resolution of the SD on the adoption of the bill in the first reading completes the
consideration of the bill in the first reading. Otherwise, such a bill is considered rejected again
in the first reading. It is significant to consider that the repeated rejection of the draft federal law
on the federal budget is possible only if the SD raises the issue of trust in the Government.

Within 10 days, the B&TC prepares summary tables of amendments on the subject of the
second reading and sends these tables to the relevant committees and Russia’s Government.

At the second reading, an appendix is adopted containing the departmental structure of
federal budget expenditures for the next financial year and planning period according to the
distribution of budget allocations approved in the second reading.

For consideration in the third reading, the bill is put to the vote as a whole. The federal law
on the federal budget for the next financial year and the planning period adopted by the SD is
submitted to the Federation Council for consideration within five days from the date of
adoption, which considers it within 14 days from the date. After approval, it is sent to the
President of the Russian Federation within five days for approval and publication.

The Conciliation Commission is a very significant body necessary to overcome the
differences that have arisen if the bill is rejected by the Federation Council or Russia’s President.



It is worth remembering that such a bill also contains secret articles that are closed to public
access. Such articles are considered at a closed meeting of the Chambers of Russia’s Federal
Assemble.

Now we can move on to the third stage, the longest, namely, budget execution. This stage
lasts from January 1 to December 31. According to Article 215.1 of the BC, the treasury budget
execution has been established in Russia according to the cash plan and the consolidated budget
list. Thus, its execution is performed by the Federal Treasury and its bodies.

It is necessary to turn again to the budget execution principles, namely, the cash register
budget unity principle. This principle provides for the crediting of all income and the
implementation of all expenses from a single budget account of the Federal Treasury.

Revenue execution, in turn, provides for the transfer and crediting of income to a single
budget account; and distribution of regulatory revenues. The expenditure budget is executed
within the limits of the actual availability of budgetary funds with mandatory prior authorisation
and financing.

Due to Article 219 of the BC, authorisation is worth understanding as
e preparing and approving a budget list,

e approving and notifying budget allocations to managers and recipients,
e approving estimates,

e approving and notifying limits,

e  accepting monetary obligations of recipients,

e confirming and reconciling the use of budget funds.

Managers and recipients receive indicators within 10 days from the date of approving the
consolidated budget list. Within 10 days from the date of receipt of notifying budget allocations,
the budgetary institution is obliged to draw up and submit an estimate of income and expenses
for approval by a higher administrator, within five days the administrator approves it and
transmits it to the Federal Treasury within one working day.

The budget obligations limit is worth understanding as the amount of money that managers
and recipients must spend on budget funds for some period.

The restrictions provided for by the current legislation have been established for budget
funds. So, it is impossible to place budget funds on deposits. At the same time, there is also a
legal regime in which foreclosure on budgetary funds is performed only based on a court decision
providing for damages:

(a) in the amount of underfunding if the funds have been approved as part of budget
expenditures;
(b) caused as a result of the actions of public authorities.

A significant final stage is the reports: operational, quarterly, semi-annual, and annual. The
SD approves the annual report on budget execution. The financial year ends on December 31,
the limits expire on December 31. Unused funds are credited to newly opened accounts.

The last and final stage is the budget execution report preparation and approval. The
Government shall submit a report in the federal law form to the SD no later than June 1 of this

year. The AC checks the report and gives an opinion.



Thus, forming and executing the budget process is a very complex, multifaceted issue. The
significance of budget adoption and execution cannot be underestimated. The entire financial
reporting year will depend on a well-desighed and balanced budget. This procedure for
approving and executing the budget is balanced and capable of considering the interests of all

spheres of society.

The practical aspect of Russia’s constituent entity budget on the example of St.
Petersburg

General characteristics of St. Petersburg as a subject of the Russian Federation

The selected RF’s subject is located in the Northwestern Federal District and is a city of
federal significance within Russia. In 1714-1728 and 1732-1918, it was the capital of the Russian
state.

The administration of the St. Petersburg District is headed by the head of the
Administration, who is appointed and dismissed by the St. Petersburg Government.

St. Petersburg’s territory consists of administrative-territorial units — districts of St.
Petersburg. According to the Law of St. Petersburg “On the Territorial Structure of St.
Petersburg”, 111 inner-city municipalities are located within the boundaries of the districts of St.
Petersburg, including 81 municipal districts, 9 cities and 21 settlements.

St. Petersburg is an RF subject in the form of a city of federal significance. It borders with
foreign countries from the west, namely Finland and Estonia. It borders Karelia in the northeast
with other subjects of the RF and the Novgorod and Pskov regions in the southern part of the
subject. In the east, it borders the Vologda region.

The area of the region is 1,439 sq. km, and from time to time it increases due to alluvial
territories. According to official Russian statistics, the city population is 5,601,911 people (2021).

St. Petersburg has an advantageous territorial location. It is located at the intersection of
various transport routes and provides proximity to the European commodity market. In
addition, St. Petersburg represents the largest historical and cultural value both for Russia and
the whole world.

The cultural sphere plays a major role in improving the quality of life and ensuring
comfortable living conditions for the city’s people. St. Petersburg is one of the most popular
tourist destinations, with thousands of leisure facilities already open. Nevertheless, more and
more new leisure venues are opening up every year.

The industrial, transport, scientific, educational, cultural and tourist centre concept is
directly related to St. Petersburg. The basis of St. Petersburg’s industry is heavy industry,
including mechanical engineering. The city has developed transport engineering (JSC “Power
Machines”), ferrous (PJSC “Severstal”) and non-ferrous metallurgy (JSC “Krasny Vyborzhets
Plant”) are also of great significance. In addition, it is worth noting the production of electrical
appliances (JSC “Leningrad Electromechanical Plant”). There are a large number of universities
in the scientific and educational sphere in St. Petersburg, such as St. Petersburg State University,
HSE in St. Petersburg, NWEF RGUP, St. Petersburg Polytechnic University of Peter the Great,
St. Petersburg State University of Economics, etc. Without all these areas, which effectively

complement each other, sustainable economic development is impossible.



St. Petersburg occupies the 4™ place in the economy among the subjects. The city is inferior
to Moscow, Tyumen and Moscow regions. However, the trend towards successful economic
development continues in St. Petersburg, which will allow the city to occupy a higher place in
the Russian economy soon.

By the end of 2021, the gross regional product (GRP) characterising the state of the city’s
economy increased to 5,236 billion rubles (2020 — 5,235 trillion rubles), but such an increase is
insignificant. The largest role in the St. Petersburg GRP is played by construction,
manufacturing, trade, transportation and storage, and the activities of hotels, like catering
enterprises.

Pharmaceutical materials remain one of the most promising and rapidly developing sectors
of the St. Petersburg economy.

According to Article 12 of the Law of St. Petersburg on the budget process, the preparation
of the draft budget is performed by the St. Petersburg Government. However, the direct
preparation of the draft budget is performed by the financial authority. In addition, Article 6 of
this law lists the participants in the budget process. Analysing their powers in budget adoption,
it can be concluded that St. Petersburg has implemented a “system of checks and balances” when
approving the budget plan for the next financial year, including executive authorities’ supervision
and control in budgeting. Thus, the draft budget, the financial authority submits to the
Legislative Assembly of St. Petersburg and submits documents to the Control and Accounting
Chamber of St. Petersburg. The St. Petersburg Government determines the procedures and
deadlines for drafting the budget.

St. Petersburg budget revenues

E E.Y. Gracheva defines the budget as the central link of the society’s financial system, like
the financial basis for the state and municipalities to perform their functions (Gracheva &
Sokolova, 2021, p. 47).

According to Article 6 of the BC, the budget is a form of funds for education and
expenditure intended for financial support of the tasks and functions of the state and local
government. The state and municipal budget is of great significance for the political and
economic life of the country (The Budget Code, 1996).

The presented summary analysis table shows the characteristics of St. Petersburg’s budget
tor 2020-2022 (On the St. Petersburg Budget. .., 2022).

From the report on the execution of the city’s budget, it can be seen that the city is
developing systematically, despite the unforeseen expenses (O the Execution..., 2022). Thus,
planned revenues from 2020 to 2021 increased by 165,330.1 thousand rubles, as a percentage,
this is an increase of 20.4%. Actual revenues grew in the same range.

When comparing planned and actual expenses, there is a tendency to reduce costs. So, it is
very interesting to see what the budget will be for 2022, surplus or deficit. As of December 2022,
approximately as much as 32.7% of the city’s budget revenues remain unfulfilled. Undoubtedly,
it is assumed that these funds will be used to repay St. Petersburg’s debt.

For 2022, St. Petersburg’s budget will exceed 1 trillion rubles for the first time. This is
despite the implementation of the city’s development strategy. Thus, according to the city’s



development strategy, four main directions were identified. In turn, it can be characterised by
four epithets: a comfortable city, a social city, a smart city, and an open city.

As part of the development of transport infrastructure, according to the instructions of the
President of the Russian Federation, the following activities were identified in St. Petersburg:

e  constructing a high-speed latitudinal highway, including the Vitebsk interchange,
e developing transport infrastructure,

e constructing a road interchange near Poklonnaya Gora,

e developing the St. Petersburg railway junction,

e developing the Kudrovo metro and overpasses across railway tracks.

For 2022, revenues of 1,107,902.3 thousand rubles are planned, and expenses of 1,066,085.7
thousand rubles. Thus, the trend towards a budget surplus continues. And the budget surplus
will amount to 41,816.7 thousand rubles.

The characteristics of the main St. Petersburg budget parameters have remained unchanged
for 11 years in general. The dynamics of income excess over expenses continue, e.g., in 2018,
before the coronavirus pandemic, it can be seen that revenues exceeded expenses by about 10
million rubles. However, already in 2019, the experts see the opposite situation, when expenses
already exceed revenues by about 10 million rubles.

Analysing the city’s income, you should pay attention to the structural part that makes them
up. Thus, the income bulk consists of two indicators, namely income tax and income for
individuals. These two categories bring 71.2% of the city’s total income. In 2021, the tax on
individuals brought 41% of revenues to the city budget, and the income tax was 30.2%. The
remaining positions represent a smaller part of its revenue. The most unpopular ways to
replenish the budget are state duty, fines, and income from the sale of property.

High growth rates (over 115%) in 2021 were observed for the following income sources:

e corporate income tax (144.9%),
e  excise taxes (126%),

e  corporate property tax (115.4%),
e personal income tax (115.1%).

The actual gratuitous receipts from other RIPs budgetary system budgets to the St.
Petersburg budget in 2021 amounted to 52,219.5 million rubles, including in the form of grants
of 1 billion rubles, subsidies of 7,828,651 million rubles and subventions of 16,387 million rubles.

Based on the presented statistical data on St. Petersburg’s income for 2021, it is worth noting
that taxes and fees account for 88.9% of all income, non-tax revenues bring only 4.9%, and
revenues from the federal budget and budgets of other RI’s subjects amount to only 6.2%. In
general, St. Petersburg provides for itself through taxes, other receipts do not exceed 11.1% of
all receipts. As in many other Russian regions, the income formation structure in St. Petersburg
is formed mainly from tax revenues. Also, the low level of gratuitous receipts allows us to assert
that such an RF’s subject as St. Petersburg can provide for itself, while not forgetting about its

economic growth.

St. Petersburg budget expenditures
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Actual expenses for 2020 amounted to 710,317.0 thousand rubles, and for 2021 actual
expenses amounted to 796,487.6 thousand rubles. The increase in expenses amounted to
80,170.6 thousand rubles, which is 10.8%, respectively. It is premature to talk about expenses
for 2022, since at December 2022, the percentage of unused income is 30.2%.

The St. Petersburg budget expenditures’ structural characteristics for 2021 are presented
below. Thus, the following structural categories account for the most expenses: national
economy, education, social policy, and health care. This cost allocation concept does not change
either in 2022 or in the planned 2023.

The city’s expenses can be divided into two large categories: programme expenses and non-
programme expenses. Non-programme expenses are only 7.5%, but programme expenses are
92.5%. That is why the researchers should focus on them in more detail.

As many as 18 government programmes have been adopted in St. Petersburg, the name of
which can be seen below. After analysing the initial budget assighment with the actual execution,
we can conclude that the percentage of implementation of a single program is high. The total
percentage of all programs was 92.5%. It follows from this that the executive authorities have
identified the most significant sectors of the implementation of state programmes and closely
monitor their implementation.

The dynamics of expenditure by focus for 2021 are presented below. These goals will not
radically differ from the previous 2020, 2022 and 2023. As you can see, it is planned to spend
24% on the education block, 20% on the national economy, 15% on health care, and 19% on
social policy. Thus, the social orientation of the budget expenditures of St. Petersburg is
emerging.

The author analysed the sections of the classification in comparison with the periods of
previous years. So, in almost all cases, there is a planned expenditure of funds. The increase in
expenses by category varies slightly, according to needs. However, what is noteworthy is the cost
of healthcare, which increased most significantly in 2020 and 2021. These changes are closely
related to the COVID-19 epidemic. The second section, which will significantly increase, is the
section on servicing state (municipal) debt.

As of January 1, 2022, the state debt of St. Petersburg amounted to 85,006.1 million rubles.
As part of implementing the programme to reduce the city’s public debt, the expenditure section
dedicated to servicing the public debt has increased accordingly.

Thus, such a budget element as expenses is formed based on the most significant spheres
of society’s life. These areas include healthcare, education, social protection and the economy. It

is the area designed to ensure a systematic and qualitative improvement in the lives of citizens.

The directions of St. Petersburg debt policy

The St. Petersburg debt policy, according to the Decree of the St. Petersburg Government
No. 1029 dated December 3, 2020 (On the Approval..., 2020) has the following directions of
public debt policy for 2021 and the planning period of 2022 and 2023:

e increasing the efficiency of public borrowing;
e  optimising the structure of public debt to minimise the cost of servicing it;

e  maintaining debt sustainability within safe zones;
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e  cnsuring conditions for maintaining credit ratings at the level of the sovereign credit ratings
of Russia.
The factors that determine the direction of St. Petersburg’s debt policy in 2021-2023 are:

e the impact of St. Petersburg’s economic situation deterioration risks as a result of a decrease
in its income;

e the need to apply additional measures to support the population and economy of the city
to mitigate the effects of the pandemic caused by COVID-19;

e the probability of forming a global economy with different dynamics, characterised by low
economic growth rates;

e  high volatility in emerging markets;

e the need to finance the budget deficit;

e  maintaining the need for financing large investment projects;

e the need to maintain high debt sustainability following the BC.

The state debt of St. Petersburg

The debt policy purpose is to ensure St. Petersburg’s budget balance while maintaining a
high degree of debt sustainability, like timely fulfilment of debt obligations.

The St. Petersburg’s debt policy tasks are (Oz the Approval..., 2019):

e increasing the efficiency of government borrowing;

e optimising the public debt structure to minimise the cost of servicing;

e  maintaining debt sustainability indicators within safe zones;

e ensuring conditions for maintaining credit ratings at the level of the sovereign credit ratings
of Russia.

As of 01.01.2022, the amount of St. Petersburg’s public debt corresponded to the
restrictions established by Article 11 of the Law of St. Petersburg No. 549-114 dated November
25, 2020 (On the St. Petersburg Budget..., 2020). Excluding gratuitous receipts, St. Petersburg’s
public debt volume ratio on the specified date to the actual annual budget revenues volume is
10.7% with the limit value of this indicator established by the BC at the level of 50% for Russia’s
subjects classified as a group of borrowers with high debt sustainability. Therefore, this indicates
the high debt sustainability of the St. Petersburg budget. As part of implementing the programme
to reduce the city’s public debt, the expenditure section dedicated to servicing the public debt
has increased.

St. Petersburg’s debt policy’s main determining directions in 2021-2023 are:

e the need to apply additional measures to support the population and economy of the city
to mitigate the consequences of the pandemic caused by COVID-19;

e  high volatility in the financial markets of developing countries;
e  maintaining the budget deficit;

e the need to finance large investment projects;

e the prospect of the need to finance the budget deficit;

e the need to maintain the debt sustainability of the city at a high level.
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The St. Petersburg Government presented a summary graph of the public debt and a graph
of expenses related to servicing the public debt. So, over the past seven years and the planned
next two years, unfortunately, there are no trends towards reducing public debt. It continues to
grow steadily. At the same time, its ratio to the city’s tax and non-tax revenues will also increase.
If in 2020 this figure was 25.4%, then in 2021 it is already equal to 37.7%.

Nevertheless, the St. Petersburg Finance Committee is taking all possible measures to
reduce it. However, as of December 1, 2022, St. Petersburg’s state debt has already amounted to
94,675.4 million rubles. Thus, 1.4% of their expenses were spent only on debt servicing in 2021.
And in 2023, according to planned calculations, this figure may amount to 2.5%.

All 100% of the city’s public debt consists of debt obligations on St. Petersburg securities.

Summing up, about the selected entity debt policy, it can be argued that currently, the St.
Petersburg budget is in deficit, although in 2023 it was in surplus. However, while this entity has
a huge public debt, it is impossible to talk about any surplus budget.

Conclusion

Based on the analysis, it is possible to deduce several following provisions. When forming
St. Petersburg’s budget, many factors affecting the economy are considered, including the
amount of income for the planned period. The city’s budget is built with a deficit, this is done
for the most efficient use of funds. In addition, the approved income and expenses do not match
the actual value for the reporting period.

St. Petersburg’s budget analysis for the past financial reporting period helps to identify and
develop the most accurate draft budget of the city for the next reporting period.

According to the statistical report on budget execution, in 2021, revenues reached the
following value — 807,599.3 million rubles, or 100.5% of the indicator approved by the Budget
Law for 2021. Actual revenues amounted to 843,344.7 million rubles or 104.4% of the figure
approved by the Budget Law for 2021.

Unfortunately, for the St. Petersburg citizens, the main part of the St. Petersburg income,
like any other budget, is income tax in the amount of 30.2% of all income and tax on individuals
in the amount of 41.2%. In any case, despite the high taxes and high growth rates for them, the
city also bears the corresponding costs for the socio-economic improvement of the lives of the
city’s citizens. Although implementing the St. Petersburg development strategy is not going very
smoothly, the city is systematically moving towards its goal.

One of the main St. Petersburg goals is to reduce the city’s debt. Despite the unfavourable
trend towards an increase in debt, we also observe a trend towards an increase in expenses for
servicing it. So, with favourable conditions, it may be possible to repay the debt in full in the
foreseeable future.

In the current economic, political, and social situation, both in the whole country and
separately in St. Petersburg, the city development is difficult. The budgets for 2021 and the
planned 2022 and 2023 are in deficit. In the budget code of the Russian Federation itself, the
concept of a “surplus budget” was withdrawn not so long ago. This event will allow for more
efficient use of funds. After all, in an ideal economic system, the city’s budget should be neither

deficit nor surplus.

13



References:

Arkadieva, O. G., & Berezina, N. V. (2023). The budget and the budgetary system of the Russian
Federation: Textbook. Moscow.

Gracheva, E. Y., & Sokolova, E. D. (2021). Financial Law: Textbook for secondary vocational education
(5th ed.). Moscow.

Mayorova, E. 1., & Khrolenkova, L. V. (2020). Financial law: Texthook (4th ed.). Moscow.

On the Approval of the Main Directions of St. Petersburg’s Debt Policy for 2020 and the
Planning Period of 2021 and 2022. Resolution of the St. Petersburg Government No. 764
dated November 1, 2019.

On the Approval of the Main Directions of St. Petersburg’s Debt Policy for 2021 and the
Planning Period of 2022 and 2023. Resolution of the St. Petersburg Government No. 1029
dated December 3, 2020.

On the Execution of the St. Petersburg Budget for 2021. The Law of St. Petersburg No. 407-55
dated June 30, 2022.

On the St. Petersburg Budget for 2021 and the Planning Period of 2022 and 2023, the Law of
St. Petersburg No. 549-114 of November 25, 2020.

On the St. Petersburg Budget for 2022 and the Planning Period of 2023 and 2024. The Law of
St. Petersburg No. 625-100 dated November 10, 2022,

Sabitova, N. M. (2013). Organisational principles of the Russian Federation budget system.
Finance and Credit, 2, 2-7.

The Budget Code of the Russian Federation. Federal Law No.145-FZ dated July 31, 1998.

14



