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The objective preconditions of producing and distribution of the social welfare to the state and local sectors of the economics: theoretical aspects
In this article the actual for economic theory questions of production and distribution of goods between the members of the society are discussed. The expedience and the necessity of giving of the part of “responsibility” for these processes to the territorial level are based.
Keywords: society goods, the state of well-being, decentralization of production and distribution of state resources. 
Objectivity, social conditionality and appropriateness of current processes in socio – economic life of the state and local associations are confirmed by the theory of welfare economics and “the welfare state”. 

Results of state and municipal sector’s activity are realized in the public welfare. There is a traditional standpoint concerning the public welfare entity: “The public welfare – is an ultimate result of state and municipal economy sectors functioning.
Not refuting fundamental provisions of the welfare economics and “the welfare state” let’s notice slightly other point of view: “The public welfare – is something equally accessible and free of charge for all society members”.

Simplified economics model (the Lindahl’s model) shows that quantity augmentation of society members leads to increase of the public welfare share in total production output. Augmentation of economics scale results in lessening of an individual price of the public welfare unit for each person. It’s profitable for an individual to buy less of private welfare in favor of public welfare. Despite of absence of the Lindahl’s equilibrium in real life there are many examples among existing economics showing that above economic systems growth and perfection leads to increasing of the public welfare share in total production output. 
In market environment the state and municipalities represented by the local authorities take part in economic activity and have some dictatorship limited by the state existing legislation. 
Role of the state and municipal economic sectors in public welfare production is unequal. Maximum participating of public sector is needed only for the public welfare production, interesting for all society members despite of social status and income. Only the public welfare has high degree of non-competition in consumption and non-excepting. 

World famous economists Joseph Stieglitz and Anthony Atkinson note the term “non-competition in consumption”: “One person’s welfare using doesn’t lead to reducing of welfare quantity using by another one.” Non-competition is characterized by the rule “increasing of  consumer’s welfare quantity doesn’t lead to decrease of usefulness for each consumer: “When the public welfare is given to an individual consumer marginal costs are equal to zero and increasing of consumers quantity realizes the Pareto-improvement”. 
The state takes the responsibility in the public welfare production and distribution. Leading role in these processes belongs to budgets.

Table 1 shows the share of federal budget expenses for social and cultural purposes during 2001-2007 years. 

Table 1.
Share of federal budget expenses for social and cultural purposes during 2001-2007years in dynamics.

	Year
	2001
	2002
	2003
	2004
	2005г.
	2006
	2007

	Expenses – total, billion/ rubles:

in %% to the total
including:
	1193,5

100
	1947,4

100
	2414,3

100
	2768,1

100
	3539,4
100
	4431,1

100
	5463,5

100

	Education, mln. rub. 

in %% to the total
	48803

4
	80088

4
	99092
4
	119256
4,3
	160468
4,5
	211977
4,8
	277939
5,1

	Culture, mln. rub.

in %% to the total
	6385

0,5
	10293

0,5
	13982
0,6
	16583
0,6
	48375
1,4
	55835
1,3


	67805
1,2

	Mass media, mln. rub.

in %% to the total
	6231

0,5
	10265

0,5
	12696
0,5
	14408
0,5
	
	
	

	Health protection &

Physical training, mln. rub.

in %% to the total
	22207

1,9
	31908

1,6
	39475
1,6
	49258
1,8
	94079
2,7
	160348
3,6
	206374
3,8

	Social policy, mln. rub.

in %% to the total
	107781

9
	430351

22
	144120

6
	158469

5,7
	185875

5,3
	216506

4,9
	215566

4


Besides last years budget policy analysis shows that regional and local budgets can take main burden of social sphere financing.

Share of social expenses in the total expenses of federal, regional (Khabarovsk territory) and local (Komsomolsk-on-Amur) budgets is shown in the Table 2. 

Table 2

Share of expenses of federal, regional and local budgets on social and cultural purposes in the total expenses of proper budgets
	Year
	2001
	2002
	2003
	2004 г.
	2005 г.
	2006
	2007

	Federal budget
	16
	29
	13,2
	13
	13,5
	14,1
	14

	Regional budget (budget of  the Habarovsk krai)
	21
	22,1
	30
	30
	34,5
	39
	39,1

	Municipal budget (Komsomolsk-na-Amure)
	54
	67
	70
	73
	85
	80
	78


Table 2 data analysis describes an important growth of social sphere expenses share in regional budget especially in municipalities’ budgets. Practically, half of Russian Federation consolidated budget expenses is used to support social and cultural sphere and is three times higher than supporting of individual economic branches (table 3).
Table 3
Expenses from Khabarovsk territory consolidated budget for social and cultural purposes and individual economic branches support
	Year
	2002
	2003
	2004
	2005
	2006

	Social & Cultural purposes, %
	44,3
	42,3
	44,5
	54,6
	61,9

	Support of Individual Economic Branches, % 
	28,7
	28,5
	25,8
	23,5
	21


According to the Caldor-Hicks principle, the raise of combined economic society potential is always accompanied by transition from one condition to another and is characterized by the loss set-off possibility for people whose welfare has increased.  The loss set-off principle lays in the state and local society’s economic policy fundamentals. It’s realized in such macroeconomic indicators changing as GDP, GNP and NI. 

Table 4 shows data on different budget levels and Russian Federation consolidated budget represented by Russian Federation GDP during 2001-2007years. 

Table 4
Share of Russian Federation, regional and local consolidated budgets represented by GDP (expenses).

	Year
	2001
	2002
	2003
	2004
	2005
	2006
	2007

	Share of the Russian Federation consolidated budget  in GDP, %
	26,8
	-
	30
	27,8
	31,5
	31,3
	35,8

	Share of the Russian Federation subjects in GDP, %
	14,7
	18
	15
	14
	13,6
	13,7
	15

	Share of local budgets in GDP, %
	12
	6,7
	6,7
	6,4
	5,4
	4,7
	6,1


The Russian Federation budget share is less then in socio-oriented states and in “the welfare state” (ex: Sweden) (table 5).

Table 5

State budget share represented by GDP during 1996-2002 years (according to the “State power and local governments” data , №10, 2007y in percentage)

	Year
	1996
	2000
	2002

	Sweden
	65,3
	57,6
	58,5

	EU (15 states)
	51,0
	46,1
	47,4

	Russia
	-
	-
	28


The state redistribution policy is based on “the welfare state” theory. First, this term was using in foreign economic literature in 40th of last century. “The welfare state” is associated with such functions of public sector that are connected with the minimum public welfare providing for all individuals  giving right to minimum guaranteed profit, health care and unemployment protection and special advantages welfare.
To characterize “the welfare state” scales public expenses share on social needs measured in GDP is used. 

Table 6 
Consolidated budget social expenses share represented by GDP
	Year
	2003
	2004
	2005
	2006
	2007

	GDP, billion / rub.
	13250
	16778,8
	21665
	26720,8
	31754,9

	Share of Federal Budget expenses in GDP for social & cultural sphere financing, %
	8,9
	8,9
	9,27
	8
	11,25

	Share of the Russian Federation subjects’ expenses in GDP for social & cultural sphere financing, %
	6,6
	6,6
	7
	7,7
	8

	Share of local budgets ‘ expenses in GDP for social & cultural sphere financing , %
	3,9
	3,7
	2,5
	-
	-


Last generations experience analysis shows that excessive redistribution processes and excessive income differentiation between society members are alien to developed market economy. Public sector resources allocation belongs to central and local authorities. 
In 1956 C. Chibouk stated that: “the budgeting decentralization promotes the Pareto-improvement as it creates preconditions for adequate exposure of preferences concerning the local public welfare and full measure realization of preferences”. 
Oats offered some definite way out of this situation. His decentralization principle says that budget expenses funding should be “maximum decentralized for using of advantages of local elector’s will based on total preferences registration. More effective realization of budget and tax policy is provided with subnational (subregional) budgets funding at the expense of taxes paid by local society residents. 

Thus local funds are used only in local society. The decentralization advantage consists of possibility and need in financial aid and correspondent redistribution of income between regions (municipalities) by means of federal authorities with the purpose of following effective regulating policy. 

Matter of public welfare production and redistribution won’t be complete without studying the works of modern researches of public economy sector. According to the legislation currently in force municipal enterprises and public organizations are not state property. They are in public economy sector. In V.M. Makarov’s interpretation society may be classified by following way: more and more opinions are expressed in favor of public economy sector studying from the standpoint of public progress. The role of state as market drawbacks “corrector” doesn’t satisfy needs of modern science. So-called individual approach concerning welfare state definition based on individual priority principle becomes obsolete. On the contrary, non – individual approach offers “rationality” idea (needs are sacred, society and all its institutions exist to satisfy these needs). Thus, group and public interests are as primary as individual ones – such idea leads to public state theory modification.  

Literature and the sources:
1. V. E. Gordin. “Public and non-profit sector economics”: Educational supply / V. E. Gordin, L. V. Horeva, M. M. Haikin. – St. Petersburg : St. Petersburg State University of Economics and Finance publishing house, 1998. – 127 p.
2. L. I. Jacobson. Public sector economics. Fundamentals of the public finances. Textbook / L.I. Jacobson. – Moscow : The Science, 1995. – 276 p.
3. V. M. Makarov. The State in Russian society model / New paradigm of Russian Federation development (Complex research of the state development matters) / V.M. Makarov. – Moscow: “Academia” publishing house, Moscow State University of Culture, 1999. – 459p.

4. Atkinson, B. Anthony. Lectures on the state sector economics theory / B. Anthony, Atkinson, Joseph  E. Stieglitz; translated from English; edited by L.L. Lubimov. – Moscow : Finances &  Statistics, 1996. – 831 p.
Private sector





Corporative sector





Budget sector


(Defence, education, culture, art, health protection, social security & so on.)


  





State Enterprises (Federal Property & Property of the Russian Federation subjects)





Public organizations





Municipal enterprises





Housekeeping





Non-state (non-public) sector





Public


sector








