
Part 3. Social sector

3.1 Residents finances.

Residents’ revenues. Mostly favorable tendencies manifested by the Russian economy in 2001 had a positive impact upon living standards and residents’ revenue variables. By GOSKOMSTAT’s estimates, real disposable cash revenues grew by 5.9% in 2001 as compared to 2000, while real wages rose by 19.8%, and real pension revenues grew by 21.4% (the average for annual variables). 

The advanced payroll growth relative to revenue growth rates revealed a positive tendency of the last two years. In December 2001, real wages rose by 19.7% relative to the respective period in 2000, while the growth of real revenues accounted for 108.8%. The real wages in December 2001 thus almost reached the pre-recession level (98.5% relative to December 1997), and real cash revenues were still much lower than those of the pre-crisis period (by almost 12%) (Table 1).

Table 1

The dynamics of nominal / real payroll and cash revenue variables, 1997-2001. *
	
	1997
	1998
	1999
	2000
	2001

	Average wages applied, rbl.
	1215
	1468
	2283
	3025
	4294

	Real wages (1997 = 100%)
	100
	65,7
	74,7
	82,3
	98,5

	Average per capita revenues, rbl.
	1270
	1679
	2524
	3118
	4025

	Real cash revenues, rbl.
	100
	71,8
	79
	81,2
	88,3

	Consumer Price Index (1997 = 100%)
	100
	184
	251,7
	302,5
	358,8

	Consumer Price Index (% relative to the previous year)
	100
	184,4
	136,5
	120,2
	118,6


* by the end of the year

Source: estimated by data provided by GOSCOMSTAT of the Russian Federation.

The December pensions indexation and the rise in public employees’ wages facilitated an increase in real revenues in 2001, which allowed for the forecast that the average annual growth of real cash revenues would reach 12%. 
 But the predicted level was not attained, albeit the growth rates of real cash revenues in 2001 (108.8%) were much higher than those in 2000 accounting for 102.3% only.

Throughout I to III quarter of 2001, there was a strong tendency towards the advanced growth of the consumer price index relative to cash revenues and wage rates. Official statistical data displayed the increase in prices for consumer goods and services by 13.9% throughout I to III quarter, 2001, whereas nominal wages rose only by 12% (September 2001 relative to December 2000). By official statistic estimates, nominal cash revenues didn’t grow at all but fell by 4.2% during III Quarter 2001, if compared to December 2000. The rise in nominal cash revenues and wage rates occurred only at the end of IV quarter 2001, and in December per capita monthly revenues accounted for 4,025rbl versus 3118rbl in December 2000, while monthly wages accounted for 4,294rbl versus 3025rbl in December, 2000.

The fact that total arrears of wages kept growing from 31,7mld rbl (on January 1, 2001) up to 34,7mld rbl (on December 1, 2001) should also attract attention. But paying the liabilities in December 2001 resulted in reducing the latter to 29,9mld rbl, which is by 5.6% lower than those at the end of 2000. As before, manufacturers and enterprises had the largest share (87.9%) in total arrears of wages, which accounted for 26,3mld rbl on January 1, 2001. Last year budget arrears decreased to 3,6mld rbl (or by 12.1% relative to total for arrears on January 1, 2001).

In 2001, the interindustry differentiation of the average wages applied kept growing over 8.8 times according to the data of November 2001, whereas in May 2000, there was a 8.4 times difference in average wages over different industries. The highest monthly wages were recorded in fuel industry in November 2001 and were 3.6 times higher than the average wages in Russia (in 2000 – 3.2 times, in 1999 – 2.95 times) including gas industry wages, which exceeded the average wages rates in Russia by 4.3 times. The poorest performance of wages rates was observed in agriculture, where average wages in November 2001 accounted for 41% of total average wages in Russia, as well as in education (53%), public health service, culture and arts (57%).

The high level of differentiation of per capita revenues proves to be an evidence of current misbalance in wages earned by employees of different professions. Table 2 displays the data on cash revenue share of 20-% groups in total per capita revenues, revenue concentration indexes (Jinny’s Index) as well as decile ratios of revenues differentiation in 1991-2001.

Table 2

Total per capita cash revenue distribution in the RF, revenues differentiation and concentration rate, 1991-2001, %
	
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	Cash revenues, total
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100

	20% Group 1 (the lowest revenues)
	11,9
	6,0
	5,8
	5,3
	5,5
	6,2
	6,0
	6,1
	6,1
	6,1
	5.9

	Group 2
	15,8
	11,6
	11,1
	10,2
	10,2
	10,7
	10,2
	10,4
	10,5
	10,6
	10.4

	Group 3
	18,8
	17,6
	16,7
	15,2
	15,0
	15,2
	14,8
	14,8
	14,8
	14,9
	15.0

	Group 4
	22,8
	26,5
	24,8
	23,0
	22,4
	21,5
	21,6
	21,1
	20,8
	21,2
	21.7


The data in Table 2 show that the most well-off part of the population in Russia (20-% group 5) shared almost half of the total cash revenues (47% versus 30.7 % in 1991). Thus, despite the positive performance displayed by microeconomic living standard variables in 2000-2001, their distribution reflects the same negative tendencies as before: the major part of revenues fell upon well-to-do groups of the population.

Jinny’s Index and the decile revenue differentiation ratio rose in 2001, as compared to 2000 (Jinny’s Index increased from 0.394 up to 0.396, revenue ratio rose from 13.7 up to 13.8), which reflected the ongoing process of stratification of population on the basis of revenue rates started up in 1992.

According to the official statistical data, the gap between per capita revenues on interindustry level kept growing in 2001. In August 2001, the average per capita cash revenues in Moscow were 5-11 times higher than the relevant rates in the other regions of the Central Okrug, whereas they had been but 4-10 times higher a year before.

The share of those for total population, whose average per capita cash revenues were below the living standard, was gradually decreasing in 2001, in IV quarter it accounted for 24% (34,8mln people) versus 26.9% in the respective period of 2000. In III quarter, 39.4mln people (27.2%) had the cash revenues below living standard, in II quarter there were 45,2mln people of this kind (31.3%) and in I quarter they accounted for 52,9mln (36.6%). Alongside with that, in IV quarter 2001, the living standard grew by 3%, if compared to III quarter, and accounted for 1574rbl.

According to the I-III quarters 2001 totals, the correlation between average pension rate and pensioners’ living standard considerably improved. If in 2000, the average pension was 26% below the living standard, then by September 2001 it had reached 94% of the living standard. The correlation between the average wages and living standard also improved and became 2.1 times higher than the living standard, whereas in 2000 they were only 1.7 times higher.

Household spending. Throughout 2001, rather sustainable growth rates of real per capita consumer spending were observed. In 2001, real expenditures grew by almost 8.7% (9.3 % in 2000). Nominal cash per capita spending accounted for 3944,4mld rbl in 2001.

The share of expenditures for purchasing goods and services remains very large within aggregate spending (it grew from 77.8 % in 2000 up to 78.4% in 2001). The share of savings dropped down to 4% in 2001 versus 5% in 2000, and the share of compulsory payments and fees increased up to 9.3% (in 2000 it equaled 8.1%). The per capita spending on purchasing foreign currency rose, it accounted for 7.4% of aggregate per capita spending (in 2000, it was 6.7%).

In 2001, the retail turnover accounted for 3005mld rbl, which was 10.8% more than that in 2000, and practically equaled the level of early 1998. The retail turnover increased mostly owing to the rise in non-foods retail rates, which accounted for 13.7%. Foodstuffs retailing grew by 7.4%, if compared to 2000. In 2001, the foodstuffs share in retail turnover accounted for 46.1%, the nonfoods share was 53.9% (respectively, 46.5% and 53.5% in 2000).

3.2 Branches of social and cultural sector

The past year was marked by a more pronounced increase in financing provided by the government for social and cultural sector, which started in 2000. The consolidated budget allocations for public health service, education, culture, and mass media grew in real terms by 9% in 2001 relative to the previous year, which considerably exceeded the corresponding ratio of 2000 (5%) and GDP growth rates (5%), the latter being for the first time in many years. Besides, unlike 2000, when the rise in federal financing was achieved mostly at the expense of the 30% increase in federal budget allocations, while regional budget allocations grew only by 1%, in 2001, regional expenditures increased by 8% and federal expenditures grew by 17%. Last year the most solid funding was provided for education (13%) and culture (9%). Allocations for public health services and mass media increased relatively by 5% and 3%.

Public health services

For the last years public health service structure has been characterized by a number of problems, which necessitate reforms within the current system of management and finance. The crux of the problems might be summarized as follows:

· Misbalance between medicare guarantees provided for citizens by the government and the level of federal funding for such guarantees;

· Unsatisfactory control over the operations of different agents within the system of public health management and finance;

· Incompleteness of the compulsory medical insurance implementation and promiscuity of budget and insurance system elements within public health service finance;

· Inefficient allocation of federal funds for out-patient and hospital medical services, purchasing of medical products, medical facilities, construction and reconstruction of health service establishments;

· Reproduction of hang-the-expense type of management in public health service establishments.

In «Major Objectives of Social and Economic Policy of the Government of the Russian Federation within Long-term Prospects» approved and adopted by the Government in June 2000, the primary targets of health service reforms in the period of 2000-2001 were fixed as follows: the formation of the integrated medical insurance system, management independence and the diversity of structural and legal forms of medical establishments, the development of federal program on medicare guarantees. But in practice there were no conspicuous results in respect of meeting the given targets either in 2000 or in 2001.

The reformation of the health service finance system implemented in the first half of 1990-s created a peculiar institutional trap for the system itself. Actual refuse to reconsider the government’s medicare guarantees in conjunction with the decline in federal budgeting resulted in the large-scale substitution for government financing made by private businesses mostly in the form of shadow or quasiformal payments, which lead to inefficient spending of both government and private funds. With all this going on, the changes undergone by the current combination of formal and informal payments for health service had both considerable political negative effects and high economic costs.

Another institutional trap resulted from compulsory medical insurance fees introduced in 1993 and meant for employed citizens, which accounted for 3,6% of labor remuneration fund, it being absolutely insufficient to fully finance the medical care as should be provided for such insured. Besides, it was aggravated by the lack of strict rules for insurance compensations offered by local and regional budgets for unemployed citizens and limited authorities of federal government to impose such compensations on regional and local governments. All this lead to numerous eclectic and inefficient regional budgets’ insurance models for funding medical care, which, however, can be hardly changed without any serious political effects.

The terms of insurance companies’ participation in compulsory medical insurance system proved to be another institutional trap. The current legislation fails to foster the competition among insurance companies and does not facilitate the efficient usage of insurance funds and health care service potency. As a result, a lot of insurance companies turned into passive and, therefore, superfluous mediators in capital flow from compulsory medical insurance funds to medical institutions. Formal terms of contracts entered into by an insurer, an insured, and a medical institution are, to a great extent, supplemented with informal terms and agreements, which impede effective employment of insurance funds. Under the current conditions, administrative flaws in the development of legal competition among insurance companies and in turning the latter into active participants in compulsory medical insurance system appeared to be excessively harmful.

As a result, the current system of federal financing provided for public health service maintains rather sustainable but, at the same time, ineffective equilibrium. The system needs reforming but this can hardly be attained without strong external pressure. The legislation in respect of health care service in the past year became a good example to prove the foregoing assumption.

The legislation was a little more active than in the previous year, but the introduced institutional innovations hardly facilitated handling key problems within structure and economy of the given industry. The major goals of such innovations were to empower the Minestry of Health to exert better control over the health care service system.

«Tuberculosis Preventive Measures Act of the Russian Federation» #77-FZ was enacted on June 18, 2001. The provisions of this new act were supplementary to the current «Health Protection Standard Act of the Russian Federation» # 5487-1 adopted on July 22, 1993. At the same time, it should be noted that the act provides the federal government with additional powers to carry out a system of measures against tuberculosis. In particular, the act empowers the federal authorities to work out a system of measures against tuberculosis, as well as to provide governmental control over production, storage and transportation of tuberculosis vaccine and immunobiological medical products. As for the «Health Protection Standard Act of the Russian Federation» # 5487-1 enacted on July 22, 1993, it gave the federal government the right to establish basic norms of health protection policy, work out and implement federal programs, provide public epidemiological services, adopt federal standards in respect of pharmaceutical and medical industry and exert control over the latter. But this did not include the right to provide specific medical services on the territory of the whole country and the right to exercise control over production, storage, and transportation of medical products. Such rights are not provided by «The Medical Products Federal Act» #86-FZ enacted on June 22, 1998, either. The differences in the provisions of the new act and the old ones are not regarded as conflicting each other but clearly display the policy aimed at strengthening the federal government powers in respect of health care management.

In the past year the regulations in relation to medicine circulation were renewed. Pursuant to the current legislation, medicine sales on the territory of the Russian Federation are allowed provided that the uniform conformance certificate valid for 1 year is submitted. The RF Subjects shall establish the certification authorities. The resolution #2 enacted by GOSSTANDART of the Russian Federation on January 3, 2001 adopted «Medicine Certification Regulations» instead of the regulations valid since 1998. The main peculiarity of the new regulations consisted in considerable reinforcement of the certification authorities delegated to the RF Ministry of Health. The certification conformance control over domestic and foreign medicine shall be exerted solely pursuant to the standard acts adopted by the RF Ministry of Health. Formerly, the regulations read that the certification shall be carried out pursuant to the «Products and Services Certification Federal Act». CEOs of the certification boards and quality control laboratories shall be accountable to the RF Ministry of Health. Quality control laboratories shall carry on their activity in accordance with the regulations enacted by the RF Ministry of Health.

In November, the government introduced some changes into the pricing policy in pharmaceutical products market (The resolution of the RF Government # 782 «On Medicine Pricing Federal Control» adopted on November 9, 2001). Since 1999 the mechanism of public recording of the prices set by domestic and foreign manufacturers for medicine listed among vitally important medical products has been implemented. The medical product list includes over 750 unlicensed items, which correspond to over 6,000 trade names out of 14,000 trade names of licensed medical products. The innovations apply to the price recording procedure. The cost price declared by the manufacturer or the importer shall be submitted for the consideration of the RF Ministry of Economic Development and Trade and the Ministry of Industry, Science and Technologies. However, under the new resolution the RF Ministry of Health plays the key role in the price recording procedure. Formerly, it had to perform technical functions, i.e. record the prices approved by the ministries mentioned above. Now, the applicant submits all the documents necessary to record a product not to the Ministry of Economic Development but to the Ministry of Health, which files an application with the given ministries. In the event that the MEDT and the MIST have different opinions on pricing decisions, the Ministry of Health performs mediating functions in reaching a consensus. Then, it is the Ministry of Health that makes the final decision on the adoption of the marginal cost price.

Like the previous standard governmental act, the given resolution has no clearly defined criteria to be applied to pricing decisions, which provides a wide scope of opportunities for shadow deals between officials and applicants. The former procedure provided that the application shall be rejected, in case the applicant submitted inadequate information or in the event that the price for the medical product either in European Union or in the country of origin proves to be much lower, transportation and storage fees being adequate. Any provisions in relation to turning down an application for price adoption were excluded from the new resolution.

Some amendments were introduced in the procedure established by the RF Subjects in respect of marginal markups (wholesale and retail) to the adopted price. Before 1999, markups had been set to the «first wholesaler» cost prices, i.e. the prices established by the companies, which had purchased the medicine directly from domestic manufacturers or foreign suppliers. At that, the volume of the markups set by the first wholesaler had not been controlled. This is a very condition that was the reason for the price differentiation (price gap) not only at the interregional level but also inside the Subjects of the Russian Federation. Since 1999, marginal markup procedure applied solely to the adopted prices of domestic or imported medical products. It resulted in overpricing and application of shadow schemes to the revenues distribution among manufacturers and wholesalers. The new resolution reads that markups may be set both to cost prices and the first wholesalers’ prices at the discretion of the RF Subjects.

The analysis of changes in medicine pricing policy allows us to make a definite conclusion that all those changes serve the interest of the RF Ministry of Health officials who control pharmaceutical business activity, as well as of those major firms that are engaged in medicine wholesale.

The foregoing standard acts provided, to some extent, that the problem of unsatisfactory administration of the operations performed by different health care authorities was resolved by (through) strengthening the RF Ministry of Health powers. The other health care management problems were discussed, some declaratory statements were made but no practical measures were taken in the past year.

In July, the Government adopted a new redaction of the Program on Federal Medicare Guarantees provided for the Citizens of the Russian Federation (the resolution of the Government # 550 enacted on July 24, 2001). The amendments introduced were of technical character, but the qualitative parameters under the program (the volume of hospital, off patient, and emergency rescue aid per 1,000 people) remained unchanged. The list of medical aid types guaranteed was enlarged. Thus, dispensary medical observation of healthy children was added to the list of preventive measures and medical aid provided for the citizens by family planning and reproduction centers was listed among free health care services. Meanwhile, the problem of poor financing provided for such guarantees still proves to be urgent.

Since the fall 2000, the Government has been drafting the Compulsory Medical and Social Insurance Federal Act. The conception of the given draft was subject to analysis made in previous IET’s editions, the results of the letter being up to date. The uniform medical and social insurance system proves to be a solution to the problems inherent to the current systems of medical and social insurance inclusive of the problems of their interrelations and problems of spendings on treatment and rehabilitation, preventive measures against a disease, as well as on compensation for the wages lost. The key impediment to drafting out the act consisted in defining insurance sources to compensate for the unemployed. At present, the insurance payments compensating for the unemployed within compulsory medical insurance system are provided at the expense of local and regional budgets. The federal legislation makes no provisions in relation to such payments, which proves to be a major reason for incomplete implementation of the compulsory insurance and its poor performance within the old system of budget financing. In preparing the draft, the government considered different possible sources of the payments under consideration, i.e. personal income tax revenues, alcohol and tobacco tax revenues, etc. But no final choice in favor of this or that variant was made, which appeared to be the main reason for the delay in the given act enactment.

The transition from standard-cost budgeting to assignments observing the resultant performance is a major tool to surmount cost-based management. As early as 2000, The RF Ministry of Health made an order, which provided for the transition to a new financing mechanism applied to the federal medical institutions under the ministry’s jurisdiction in 2000-2001
. It was assumed that the government would budget for clinical services on the basis of the tariffs paid for the cured patients after the course of medical treatment was completed. The tariffs shall be differentiated in accordance with nosological forms (kinds of diseases) and medical reports used in federal clinics. In 2001, the RF Ministry of Health started approbation of the new mechanism. It was decided to limit the innovations to the changes in budgeting for high-tech medical services, i.e. to change the funding model for one item (1701/430/315) within functional classification of the budget expenditures. The new mechanism caused negative reaction of the Chief Medical Officers of most federal clinics having no wish to introduce any changes in the current convenient financing model, which imposed no accountability for the funds consumption. As a result, in 2001, the new mechanism was implemented only in one pilot federal medical institution, the Research Center of Obstetrics, Gynecology, and Perinatology of the RAMS (Moscow)
. And it was the Research Center on Obstetrics, Gynecology, and Perinatology rather than the Ministry of Health that displayed more activity in implementation of the new mechanism.

The high-tech medical services budgeting provided for all the other federal clinics in 2001 was established regardless corresponding tariffs and fund allocation criteria. The federal clinics were under the old financing model per se. Actual violation of the order made by the Ministry of Health proved to be evidence that the relations between the Ministry officials and the Chief Medical Officers of the clinics are far from direct administrative subordination. The Ministry Administration preferred not to impose the order upon the subordinates but to persuade those discordant of the need to transfer to the new financing model. Such an approach was probably based upon two key assumptions. First, the Chief Medical Officers of the clinics have a considerable impact upon federal officials including their former patients of high rank. Second, The Chief Medical Officers of federal clinics hold, at the same time, the positions (posts) of the Russian Academy of Medical Science (RAMS) members. Academy membership is rated among prestigious occupations in medical community. Probably, in the view of this fact, the Ministry officials do not want to run a risk of provoking a conflict with the opponents of the given innovations. The foregoing makes it possible to characterize the relations between the Ministry of Health and major federal clinics as mutually dependent. Consequently, any future innovations aimed at higher efficiency of budget funds allocation may be implemented provided that both the Ministry and federal clinics are exposed to strong pressure of the Ministry of Finance and the Government or when the clinics regard such innovations as being in conformance with their interests.

In accordance with the RF Government Plan, some drafts were prepared in the past year to extend the scope of social institution types, in general, and medical institutions, in particular. The institutional development is especially important for public and municipal establishments. The Budget Code requires that cash budget should reflect all kinds of revenues received by an institution. Under current economic conditions, the institutions rendering medical aid feel an inevitable need to reallocate expenditures under the adopted budget. But for this purpose, the institution has to win over the funds administrator and the Board of Treasury in order to confirm the changes introduced into the cash budget. The budget-focused model considerably limits the economic activity of the institutions receiving significant revenues from non-budget sources and necessitates their devising shadow schemes to attract capital and spend funds. The very status of a public institution, which entails budgeting, fails to provide economic independence for health care service producers to the extent necessary to facilitate rational economic activities of theirs.

In order to achieve gradual transition to specific-purpose financing provided for federal and municipal health care institutions and guarantee the latter certain independence in making economic decisions, it is necessary to change the current legal status of the given institutions. It is reasonable that existing medical institutions should be re-organized to acquire a new legal status of a federal (municipal) non-profit establishment
. The key characteristics of the target status, if viewed from the standpoint of civil and budget laws, are the following:

· The founder provides the institution with property entitling the right to run the business to it, but not operative management, therefore, the status of a budget institution defined in the Budget Code does not extend to the institution under consideration, and provisions of the Budget Code entailing cash budget-based model do not apply to it either;

· A joint board, namely a Trustee Board, which shall be formed by the founder, is entitled to control financial and economic activities of the institution under consideration;

· The organ of public authority (either a federal organ or an organ of the Subject of the Russian Federation) or a local self-government organ, which extends its jurisdiction to the non-profit institution under consideration, shall be entitled to allot a task to the given institution to provide public (municipal) health care services provided that such services are financed from the corresponding budget in such amount as is necessary to cover the health care service expenditures entailed by the task;

· The financing provided for a specific federal (municipal) non-profit institution by the federal budget, the budgets of the RF Subjects, local budgets or public non-budget funds may be received as payments for the goods, jobs, and services produced by such institutions under public (municipal) order or as certain types of compulsory social insurance payments.

The introduction of the new legal status will allow for effective functioning of most public and municipal medical institutions. At the same time, it seems reasonable that the old status be preserved for some institutions, such as military hospitals, epidemiological stations, etc., since it is essential for the authorities in question not to lose control over such institutions.

In the past year, an inter-ministry working group formed by the RF Ministry of Economic Development and Trade was working at the draft of «Special Federal (Municipal) Non-profit Organizations Act», which embraced the foregoing principles. But up to early 2002, no agreement on the draft was reached by the parties involved.

Investment Policy in Health Care Sector.

The poor performance of investment resources in public health sector has hardly undergone any changes as a problem to be solved.

8.We will now consider the investment spending of the federal budget during 2001.4 Government investments in healthcare institutions are allocated among a number of federal customers and programs. The federal customers of those healthcare institutions invested by the federal budget embrace 10 federal ministries and authorities and also include the administration of Stavropol territory.

The RF Ministry of Finance was the biggest public investor in healthcare institutions, allotting 416mln. rubles that accounted for 43,1% of total for investments. The Ministry of Finance invests those healthcare institutions that are not to be found under federal specific-purpose programs (are locked out of the program bulk segment) and are property of the RF Subjects or municipalities. Notably, the above institutions were not listed among investment objectives at the outset, but were on the list only after a set of amendments had been introduced into the draft federal budget by the State Duma. Such cases evidently exemplify a bargain struck by the federal government and deputies.

The RF Healthcare Ministry with its 314,1mln rubles sharing 32,5% of total for investments is just in the second place as a public investor. Capital investments amounting to 134,5mln. rubles are budgeted within the framework of specific-purpose programs, while 179,6mln. rubles constitute the non-program part. In the sense of the latter, the RF Healthcare Ministry provides for investments in government healthcare institutions.

The third place in the chart is the Ministry of Emergency Situations with 101,2mln. rubles accounting for 10,5% of total for investments in healthcare institutions. This whole amount is managed under «Chernobyl Children» specific-purpose federal program.

The biggest share of total for government investments in healthcare institutions is allocated beyond federal specific-purpose programs (as locked out of the program segment). In 2000, this was 59,7% of total for all provisions versus 70,4% during 2001. The non-program segment public investors are the RF Ministry of Finance, Ministry of Healthcare, the Russian Academy of Medical Sciences, ФУ «Medbioextrem», the Administration of the RF President.

The federal requesters for specific-purpose programs are the RF Ministry of Health, the Ministry of Economic Development, the Ministry of Justice, the Ministry of Sports, the State Ecology Committee and also the administration of Stavropol Territory. Among specific-purpose programs, the largest volume of investments is earmarked for «Tuberculosis prevention measures» (218,5mln. rubles) and «Chernobyl Children» (101,2mln. rubles) as the respective 44,9% and 35,4% shares of total for the investments volume budgeted as part of the program segment.

The volumes of investments in healthcare institutions are considerably smaller under other specific-purpose programs. Their aggregate investments account for 56,5mln. rubles (19,7%). The investment objectives for such specific-purpose programs (except for «Safe Motherhood» and «Catastrophes Medicine) would be ambulance stations, children's hospitals and polyclinics, the rehabilitation hospital under the program of developing «The Caucasus Mineral Waters as Russia's health and ecology resort under special conservancy», the oncological center under the «Social and ecological rehabilitation of the Samara region territory and protection of its residents' health» program, the construction of a health resort under the program of «Economic and Social Development of the Komi Republic», the state epidemic control center under the program of «Social and Economic development of Stavropol Territory». Notably, no investments in public health were assigned in the draft budget for 2001 under the programs listed above, but they were enrolled on the federal budget later on, as resulting from the amendments inserted by the State Duma.

The present system of investment hampers the coordination of investment flows and makes their performance difficult to evaluate. The below examples reveal discord in investment decisions:

-
Rebuilding and construction of maternity hospitals and obstetrical centers carried on under Chernobyl Children program (МЧС being the program requester with 25mln. rubles investments for year 2001) and also beyond the program segment (the Ministry of Finance as a requester appropriating 54,4mln. rubles for 2001), all above the specific-purpose «Safe Motherhood» program (requested by the Public Health Ministry).

-
the construction of a perinatal maternity center in the Ingush Republic is funded as part of the non-program segment, while creating such centers is the objective of «Safe Motherhood» program.

-
renovation of the state epidemic control center in Krasnogvardeisk region of Stavropol Territory (the Ministry of Economic Development as a requestor), while that institution appears under the jurisdiction of the RF Ministry of Public Health.

-
The AIDS prevention measures in Irkutsk region are invested beyond the program segment framework, while Russia's Ministry of Public Health is piloting a specific-purpose AIDS-prevention program.

In order to analyze investing policy on the regional level, the regions had to be grouped according to overall assessment made by the Ministry of Economic Development basing on their social and economic performance during 19995. Table 1 reflects the allocation of the investments planned for 2001 among regional and municipal public health institutions over the RF Subjects. Moscow region (47mln. rubles), Leningrad region (34,8mln rubles) and Orenburg region (32,1mln. rubles) are rated among the three most heavily invested ones. It should be noted that Orenburg region is ranked with a number of regions, the economic performance of which is better than average. At the same time, five out of the ten least heavily invested regions of 2001 are those of poor and extremely poor economic performance. An analysis reveals the lack of interrelation between a region's level of economy and the volume of federal budget investments in the respective public health systems. Thus, during 2001, the regions performing better than average (9 in number) received 81,7mln. rubles as investments in public health institutions from the federal budget, others performing their average (14 in number) received 113,9mln. rubles, while the regions performing below average (16 in number) received 133,7mln. rubles, the respective figure for those having extremely low-leveled economies (12, all in all) being 87,2mln. rubles.
Table 3

Federal budget investments in the institutions under regional and local jurisdiction planned for 2001*.
	
	Subjects of the Russian Federation**
	The volume of federal budget investments in the institutions under regional and local jurisdiction

	Regions displaying high and above-average economic performance

	
	Orenburg Region
	32100

	
	Saint-Petersburg
	16500

	
	Khabarovsk Territory
	11500

	
	Yaroslavl Region
	7000

	
	Samara Region
	4000

	
	Moscow
	4000

	
	The Republic of Tatarstan
	3000

	
	Lipetsk Region
	2600

	
	Yamalo-Nenets AO
	1000

	Regions displaying average economic performance

	
	Belgorod Region
	16900

	
	Saratov Region
	13500

	
	Kursk Region
	12000

	
	Irkutsk Region
	11500

	
	Nizhniy Novgorod Region
	9500

	
	Tula Region
	9000

	
	Krasnodar Region
	8500

	
	Krasnoyarsk Region
	8000

	
	Smolensk Region
	7500

	
	Rostov Region
	5000

	
	Astrakhan Region
	4500

	
	Tumen Region
	4000

	
	Novgorod Region
	2500

	
	Kaliningrad Region
	1000

	
	Perm Region
	500

	Regions displaying poor economic performance

	
	Moscow Region
	47000

	
	Leningrad Region
	34800

	
	Stavropol Region
	25500

	
	Sverdlovsk Region
	20000


Table 3 (cont’d)

	
	Subjects of the Russian Federation**
	The volume of federal budget investments in the institutions under regional and local jurisdiction

	
	Voronezh Region
	17000

	
	Primorski Territory
	11500

	
	Orel Region
	8600

	
	Kemerovo Region
	7000

	
	Volgograd Region
	7000

	
	Nenets AO
	5900

	
	Vologda Region
	5000

	
	Kaluga Region
	5000

	
	Arkhangelsk Region
	4500

	
	Tambov Region
	4400

	
	Novosibirsk Region
	4000

	Regions displaying poor economic performance

	
	Bryansk Region
	20900

	
	The Mordvian Republic
	16700

	
	Tver Region
	13500

	
	Ryazan Region
	13100

	
	The Chuvash Republic
	13000

	
	Vladimir Region
	11000

	
	The Republic of Northern Ossetia-Alania
	9500

	
	Kabardino-Balakarian Republic
	8000

	
	The Kalmyk Republic
	6500

	
	The Buryat Republic
	5000

	
	Kostroma Region
	4000

	
	The Adigei Republic
	4000

	
	Kirov Region
	4000

	
	Pskov Region
	3500

	
	Ivanovo Region
	1000

	Regions displaying very poor economic performance

	
	The Dagestan Republic
	23500

	
	Chita Region
	18000

	
	Tuva Region
	11000

	
	Penza Region
	8700

	
	The Mari El Republic
	5500

	
	Kurgansk Region
	5500

	
	The Ingush Republic
	5000

	
	Jewish AO
	5000

	
	Komi-Perm AO
	3000

	
	Ust-Ordinsk Buryat AO
	1000

	
	Aginsk Buryat AO
	500

	
	The Altay Republic
	500

	
	Total
	623700


*The 10 regions in bold type were invested most heavily, whereas the 10 italicized ones received the lowest investments.

**The regions are grouped basing on the overall evaluation of their social and economic performance during 1999, submitted by the RF Ministry of Economic Development (For refined data on Russia's social and economic development forecasts till 2003, see the Ministry of Economic Development, the year ended December 2000, Moscow).

The situation was much the same in 2002. The figures dated that year entail an analysis of interrelations between the volume of federal funding invested in regional and municipal public health institutions and the sick rate combined with PPE (tangible assets) performance within the respective public health systems. Throughout 2000, children's health care institutions received more than a quarter (24%) of total for moneys invested in the institutions under the jurisdiction of regional and municipal public health systems. Table 4 shows the investments volumes and children's sick rates for the recipient regions. Children's sick rate happened to exceed the average for Russia just in 10 regions out of 24.

Table 4

The allocation of federal budget investments in children health care institutions among the RF Subjects, 2000

	
	The RF Subjects*
	The volume of federal budget investments in children health care institutions (thousand rbl.)
	Children’s sick rate per 100,000 children in 2000
	Children’s sick rate relative to Russia’s average

	The Russian Federation
	182985
	1

	Regions displaying relatively high and above-average economic performance

	
	Lipetsk Region
	5700**
	172504
	0.94

	
	Khabarovsk Territory
	2500
	187132
	1.02

	
	Moscow
	1500
	260996
	1.43

	Regions displaying average economic performance

	
	Tula Region
	11000**
	170560
	0.93

	
	Kursk Region
	7000**
	166902
	0.91

	
	Belgorod Region
	4000**
	186872
	1.02

	
	Saratov Region
	3500
	184681
	1.01

	
	Smolensk Region
	1200
	196913
	1.08

	
	Tomsk Region
	500
	209452
	1.14

	Regions displaying below-average economic performance

	
	Orel Region
	12600**
	188597
	1.03

	
	Tambov Region
	6700**
	187658
	1.03

	
	Kaluga Region
	6500**
	210494
	1.15

	
	Moscow Region
	6240**
	188769
	1.03

	
	Voronezh Region
	5400**
	137744
	0.75

	
	Leningrad Region
	3800**
	161154
	0.88

	
	Sverdlovsk Region
	1500
	171833
	0.94


Table 4 (cont’d)

	
	The RF Subjects*
	The volume of federal budget investments in children health care institutions (thousand rbl.)
	Children’s sick rate per 100,000 children in 2000
	Children’s sick rate relative to Russia’s average

	Regions displaying poor economic performance

	
	Bryansk Region
	18970**
	175605
	0.95

	
	Ryazan Region
	7400**
	174344
	0.95

	
	The Republic of Northern Ossetia-Alania
	4000
	107267
	0.58

	
	The Adegei Republic
	2900
	116448
	0.63

	
	The Kamyk Republic
	1000
	143257
	0.78

	Regions displaying very poor economic performance

	
	Penza Region
	10800**
	170066
	0.93

	
	Chita Region
	3000
	126539
	0.69

	
	The Ingush Republic
	1400
	115006
	0.63

	

	
	TOTAL
	129110
	
	


* The regions are grouped basing on overall assessment of their social and economic performance in 1999, submitted by the RF Ministry of economic development (for refined Russia's social and economic development forecasts up to 2003, see the Ministry of Economic Development, the year ended December 2000, Moscow).

** All the investments were allocated through the federal «Chernobyl Children» program.

In 2002, oncological institutions became another significant investment objective on the regional level, collecting 7,6% of total for investments in institutions of regional and municipal public health systems. Table 5 contains data on investments volumes versus the cancer-rate in the recipient regions. Two regions out of 9 (Irkutsk region and the Udmurt Republic) showed a 16% by 17% lower cancer-rate as compared to the average for Russia. It is also noteworthy that Irkutsk region is rated among other regional economies performing on the mid-level.

Table 5

The allocation of federal budget investments in oncological institutions among the Subjects of the Russian Federation in 2000.

	N
	The RF Subject*
	The volume of federal budget investments in oncological institutions (thousand rbl)
	Oncological sick rate per 100,000 people, 2000

	The Russian Federation
	309,3

	Regions displaying relatively high and above-average economic performance

	1
	Samara Region
	3000
	357,3

	2
	Orenburg Region
	2000
	315,3

	Regions displaying average economic performance

	3
	Irkutsk Region
	10000
	260,3

	4
	Novgorod Region
	10000
	366,8

	5
	Saratov Region
	3000
	356,7

	Regions displaying below-average economic performance

	6
	The Udmurt Republic
	1500
	256,1

	7
	Moscow Region
	200
	341,5

	

	Regions displaying poor economic performance

	8
	Kostroma Region
	3500
	339,4

	9
	Altai Territory
	1500
	354,8

	

	
	TOTAL
	34700
	


* The regions are grouped basing on overall assessment of their social and economic performance in 1999, submitted by the RF Ministry of economic development (for refined Russia's social and economic development forecasts up to 2003, see the Ministry of Economic Development, the year ended December 2000, Moscow).

The analysis of government investments in the institutions of regional and municipal public health systems has revealed no determination between the volumes of capital spending on investments, the level of social and economic performance, resources available to the local public health systems and sick rates. The key factors of investments allocation to particular regional public health institutions are thus political factors.

In order to provide for a well-coordinated and savvy investmennt policy (from the standpoint of administrating a public health system), it would be advisable to incorporate investments in public health under a unified federal investment program (or subprogram) within public health domain, the requestor of which would be the RF Ministry of Public Health. The number of public health institutions financed beyond the framework of program segment should be substantially reduced. This will create favorable institutional conditions to secure for sufficient ground and systematic nature of investment projects as well as for their conformance to strategic proirities as are set for the development of public health system by the RF government. Such strategic priorities are listed by the Concept of Public Health and Medical Science Development in the Russian Federation dated November 5, 1997 (No. 1387). Incorporating all investment objectives under one specific-purpose program (or subprogram) would set forth conditions to perform an in-depth analysis of Russia's integral public health system as made of the federal and regional subsystems and also allowing for comprehensive investments planning within the uniformity of national public health. The assumed uniformity would ensure applying up-to-date methods to evaluate social and economic efficiency of investment projects in public health sphere, impart transparency to decision-making process, extricating it from under political factors and lobbying pressures that lead to inefficient resourse management.

Federal investments are expedient to finance only federal, interregional and regional level institutions that render tertiary medical aid (i.e.basing on pioneered technologies that have not hitherto gained all-round adoption). Capital expenditures on financing municipal public health institutions, especially those of generic type rendering primary and secondary level aid (such as central hospitals, regional hospitals, and out-patients' clinics) should be assigned by local budgets and those of the RF subjects. The dearth of such moneys should be replenished by the RF Subjects Support Fund.

It's necessary that validity be increased for planning all-level capital expenditures on public health. The volume of investments in regional public health systems should be strictly bound to the regions' social and economic performance, sick rate, resourse provision and management within a public health system. For these purposes, it appears compulsory to have investment decisions on projects budgeted by either the RF Subjects or municiaplities (such as creating new public health institutions or obtaining costly equipment) approved of by higher executive authorities. This corresponds to worldwide experience: many countries adhere to promissive precious equipment purchasing and new public health institutions building.

Education

In 2001, education was one of the key government policy issues on both federal and regional level. President Putin's Address to the Federal Assembly (dated April 3, 2001) outlines major goals faced by the Russian education today, and namely:

-
altering the very approach to education under ongoing globalization and development of new technologies; its transformation from the «social sphere» of sheer spending into a sphere of investment, which ensures investing in Russia's future as a joint effort of the State, corporations and social organisations, as well as all the residents whose interest is high-quality education of succeding generations;

-
a need for the transition to permanent eductaion, since the rapid development of economy, sciences and IT-technologies require ongoing education throughout the whole life.

-
the introduction of new economic mechanisms into education sphere, which will ensure the development and legalisation of non-budgetary funding sources for educational institutions, apart from stabilisation and perfection for the current budget financing.

-
a vivid borderline to distinguish between the free education spehere, the access to which should be provided and fair, and pay education which is to acquire a steady legislative ground; paying for one's education has recently become common, however, this market has remained far from transparent; the official costlessness of education, as opposed to its covert but, actually, for-profit nature corrupts both teachers and pupils.

-
developing a system of governmental education guidelines which would lay the basis for further per capita education financing.

-
greater accessibility of education to children of poor families, attainable through budgeting and allotting personal social scholarships.

The key priorities listed on the President's Address pushed federal authorities to work out documents that appear strategic, on the one hand, but come to determine the reformation tactics within education as a sphere, on the other. To solidify the approaches to education reforming (such were announced in «The national Doctrine Of Eductaion Development», «Russia's Up-Grading Strategy» strategic documents), a working group was established in May 2001 within the State Council to control the issues of education upgrading. It embraced Regional Governers, CEO's of regional and municipal education-ruling authorities, major university rectors, State Duma Deputees, trade union members and qualified educators. In the couse of the workshop held on August 29, the RF State Coucil heard the report on «The Current Education Policy of the Russian Federation», prepared by the working group.

The most radical idea, which gained recognition with the State Council and was rated among top-priority measures for the period throughout 2001 to 2003 consists in assigning a governmental status to municipal institutions providing general education through passing them over to the jurisdiction of the RF Subjects. It is for the first time, that this proposal, actually implemented in Samara region, gained so much support of the federal level.

A opportunity was provided for big donor-cities to «delegate state authorities to municipal level within the field of education». Notably, the above proposal is no novice. The Education Act adopted in 1992, public schools were passed over to the jurisdiction of local self-government authorities, which measure disabled the direct administrative oppression that regional authorities used to exert upon schools. However, financially disadvantageous municipal budgets failed to provide steady school funding; this resulted in increased liabilities for wages payable to teachers in the late 1990-ies. As early as at that time, trade uniones pointed at the violation of Article 43 of the RF Constitution, which provides for state warranties in respect of school education, and claimed that the authority to finance schools be transformed from municipalities to the federal level.

The proposal to yield schools to the jurisdiction of the RF Subjects necessitates co-foudning and co-financing on the part of regional and municipal authorities. However, no particular meachanisms of authority delegation have been set forward up to now, which provokes criticism for the part of economically autonomous municiapal institutions. The most valid argument for schools' withdrawal from under municipal control consists in the opportunity obtained thereby to prevent inappropriate municipal usage of moneys assigned by other budgets and to ensure teachers timely wages. The disadvantages stemming out from here are as follows: first, municipalities thus escape the responsibility for schools operation, and second, building up co-financing schemes would entail a profound normative, administrative and procedure study of capital flows, which fact would bring about overcoming numerous beurocratic hindrances instead of financial stabity at schools.

A section in the report that describes measures to modernize education and develop economical mechanisms dwells on much the same concepts of strategic up-dating as are contained in «The Key Directions of Social and Economic Policy and in Economy Modernization for the period throughout 2001 to 2010» (dated April, 2000). Namely, they are standard-cost-based budgeting, all-budget-levelled allocation of moneys for up-grading education purposes, transformation of federal transfers to recipient regions into specific-purpose subventions, remitted through treasuries; remodelling the rural school; imposing strict regulations upon the inflow of non-bedgetary capital to school; creating a federal education-crediting system; conducting the experimental State Unifom Test (SUT); independant supervision over the quality of education.

The report also presents a bunch of measures to reinforce social protection of pupils and staff, which was set forward by the trade-unions, and namely: bringing teachers' payroll to the average for industry wages by the year 2004, abandoning uniform tariff scales, providing housing on favorable terms, an introduction of a flexible system of bonuses and social allowances, bringing scholarships to the average of living standard; rendering personal support to pupils in low-inome families, recruiting deferments granted to students who have never been enrolled in general and professional training classes before and also to the staff of specified educational institutions etc. Such proposals are far from new and have been recurring since the 1992 adoption of Education Act, however, remaining just claims due to the lack of funding and political will. Moreover, some of the reported proposals (such as departmental privileges, pensions, medical and social insurance) contradict President Putin's budget Address.

The transition to a 12-year-long education program has not won much support. Therefore, the report allotted a very vague task for the long run, namely, to work out standard acts to outline a new structure and essense for general education. In the course of the State Council workshop, it was suggested that a National Education Council should be incorporated under the Administration of the RF President.

Thus, the major political effect of the State Council decisions was the recognition of a national (not departmental) value that education represents in light of developing the Russian economy, and also the acknowledgement of the need to take more responsibilities for the present and future state of education sector. In the meantime, the recommendations on introducing new economic mechanisms into education comprised next to all the liberal issues of the stategic education development.

On October 25, the RF Government approved of the Education Development Concept in Russia till the year 2010. It should be noted that despite the heated controversy over some proposals and recommendations of the State Council concerning future educational policy, it's right these materials that laid the foundation for the government's Concept. Considering education as a priority in view of the future Russian economy and assuming that Russia can not remain unaffected by worldwide progressive tendencies, the Concept sets forth quite harsh assesments of the Russian education in its present state. Fisrtly, the current public school is recognised as failing to provide high-quality education standards in the field of computer science, foreign languages, economics and law. Secondly, the current financial provision for schools accounts for 25% to 40% of total for their estimated standard, real underbudgeting making 50% to 60%, which leads to uneven accessibility of high-quality education subject to disposable family income.

The Concept defines the major administrative and economic mechanisms of modernization within the field of education as follows:

-
an introduction of standard-cost budgeting;

-
passing municipal public shchools to the jurisdiction of the RF Subjects and assigning a status of state educational institutions to them;

-
establishing personal specific-purpose transfers for the low-incomed above federal standards;

-
creating a state credit system for education purposes to allow for professional education;

-
a transition from common interbudgetary transfers to specific-purpose educational subventions;

- 
standard-act provisions for economic independence and implementation of the economic independence concept in educational institutions.

- 
generating opportunities to attract extra capital and render extra pay educational services on the basis of educational institutions.

-
creating culture and field-study centers on the basis of educational institutions, especially, in rural schools.

The past year was marked not only by the debate over basic strategies in education, but also by education-reforming measures embarked on by executive authorities. On February 16, 2001, the RF Government enacted a resolution No. 119 «On Performing a State Uniform Test Experiment». The experiment consisted in performing a test that would combine state final certification procedures for school-leavers in their 10th and 11th grades with high-school and university entrance examinations. The spendings inflicted by running the experiment were financed with the moneys earmarked for the Federal Education Development Program and through shared contribution of the RF Subjects involved in the experiment. The first stage of SUT Experiment engaged The Chuvash Republik, The Mari El republic, the Sakha Republic (Yakutiya), Samara region and Rostov region. The exams were taken at two sessions: the first session was meant for the school-leavers of the year 2001, while the second session was meant for school-leavers of the past years, non-resident applicants and college- and technical school-leavers. It is only the Chivash Republic and the Mari El Republic that showed the highest validity of the experiment, while the examination in mathematics engaged all students there. In the other three regions, only volunteers took the SUT test.

The first results of the experiment were discussed at an interregional meeting that took place in the capital of Chuvashiya in the fall of 2001. The overall conclusion was confined to the fact that 'double-testing' (as taken at school-leaving stage and high-school/university entry stage) has become obsolete, however, administration of SUT will require a good deal of effort from professionals. The sceptical forecasts that most school-leavers would not cope with the test have not come true. As compared to the common final certification held previously, the SUT results proved certainly lower in many cases.

For instance, in the Chuvash Republic, the major pilot region under the experiment, the excellent grade share in mathematics accounted for 6%, whereas in the previous years it reached 23-25%, and poor grades in experimental tests accounted for 6% versus 0,1% of the previous years. Respectively, good grades accounted for 35% versus 41-42%, and satisfactory grades rate grew almost by 20%. Albeit the transition of a 100-score system into a 5-grade one needs thorough reconsidering, educators regard SUT results as quite objective and veracious. To support the idea they cite the following facts: in the Chuvash Republic, the Mari El Republic, and the Jakutsk Republic the final year pupils of special physical and mathematical schools demonstarted a better performance at the examination in mathematics.

The comparative analysis of the two SUT-experiment sessions displays rather peculiar results. In all pilot regions school leavers had, in general, higher results than technical colledge graduates, professional school leavers and school leavers of the previous years. Educators explain this phenomenon by more advanced education programs at secondary schools as compared to professional schools and technical colleges. At the same time, a more detailed analysis of the data collected in the Jakutsk Republic showed that school leavers had better performance within the middle range of the scale. Thus, 67% participants of the first experiment session got 40-90 scores versus 56% of those who took part in the second session. However, there were more examinees with the maximum score of 90-99 among the participants of the second session, while only 1.6% of them displayed poor performance versus 7.7% of the examinees in the frist session. The data prove to be an evidence of a more sound professional orientation of those who took part in the second session. 55 examinees got 100 scores out of 100 scores possible in mathematical test inclusive of 10 participants from the Jakutsk Republic and 31 applicants from the Chuvash Republic.

In general, according to the SUT results, poor grades rate in Physics(the first session) did not exceed 8%, in Russian it accounted for 7%, and in Chemistry it was 6%. However, it should be noted that the scores appear to be a little overstated since they were counted according to the statistical analysis of examinees' performance in each subject but not according to the fixed score scale.

It is vitally imporatant that there were no considerable gap between urban and rural schools test results. On the contrary, school leavers from remote rural areas got a better chance to enter federal or regional universities due to participation in the SUT. Thus, Mari Classical University enrolled 4% more rural applicants this year relative to the previous year. The number of students from rural areas in Mari Technology University grew by 6%.

The SUT made the majors under the experiment much more competitive as compared to the competition inherent to the traditional entrance examinations. The point was that the exaninees were entitled to apply for several university detartments semultenously.

At the same time, the analysis of the first SUT stage revealed a number of serious drawbacks and faults listed as follows:

1) educators considered poor performance of Test Center computer programs for data processing to be one of the major faults. Control and measurement facilities were also subject to severe criticism;

2) the tests in Russian, Physics, Biology, Chemistry and other subjects had some shortcomings, misprints and incorrect questions;

3) the test variants offered in the first and the second experiment sessions proved to be of different complexity;

4) the preparation period was limited, which caused a lot of problems;

5) the Ministry of Education failed to provide test manuals and sample tests to conduct rehearsal sessions for the regions on time;

6) the federal budget failed to finance the purchase of scanners for the Jakutsk Republic on time in order to process the test results, which imperilled the experiment in teh given region.

On ackowledging the timeliness and urgency of the SUT implementation, we should state that testing shall not be a one-time action at the end of secondary school program but it shall be conducted several times throughout the school period. It is only in this case that teachers and parents would see the dynamics of diciples' success. It is not by chance that in England, the English education being rated among the best in Europe, there are three tests conducted at different stages at school.

According to the 2001 SUT first stage results, in November 2001, the Ministry of Education enacted Order 537 setting forward the targets of the second experimental stage for 2002-2003 and providing a new list of pilot regions, namely, the Bashkir Republic, the Mari El Republic, the Mordovian Republic, the Jakutsk Republic, the Udmurt Republic, the Chuvash Republic, Krasnoyarsk Territory, Kaliningrad, Lipetsk, Novgorod, Orenburg, Pskov, Rostov, Samara, Tomsk, and Chelyabinsk regions.

For the purpose of improving paid education services administration, the Government of the Russian Federation adopted Resolution 505 «Paid Education Service Regulations within Pre-school and Secondary Education Sectors» on July 5, 2001. The education services referred to paid serices provided by public and municipal educational institutions are the following: optional education programs, special cources and subjects, tutoring, classes for advanced learners and other services. Public and municipal educational services that are not subject to paid education and shall be free of charge were defined as follows: 1) basic secondary school programs, 2) advanced programs provided for special schools, gymnasiums, liseums, pre-school institutions according to their status, 3) individual and group optional cources conducted under basic programs for general education. Besides, any extra charge for a small number of students enrolled in a class (a group), which appears to be below some fixed standard, or for the devision into sub-groups under basic educational programs shall not be allowed. The regulations of public, non-public and municipal educational institutions shall provide for a list of paid educational services and their procedure.

For the purpose of improving the education quality and using the potency of educational organizations and institution, the RF Ministry of Education introduced some amendments into «The High Education Institutions Standard Act«of the Russian Federation. On September 17, 2001, the RF Government enacted Resolution #676 «On University Complexes». It provided that university complexes, which unite education institutions of different levels, non-educational institutions,non-profit organizations and their subsidiries, may be formed on the basis of universities. Analogous complexes may be formed on the basis of academies. The federal budget shall provide financing for education and scientific activities carried out by federal university complexes in accordance with the order placed by the government for professional training and retraining. It should be noted that, besides university complexes, the intergration of education institutions, scientific, construction and other self-relient non-profit organizations into assosiations (unions) proves to be another possible way to improve the quality of the education and exploit intellectual, material, and production resources to the best advantage.

Low absolute and relative payroll of educators is considered to be one of the most urgent problems of education development. On December 1, 2001, federal Act #139-FZ «On Rising First-Class Payroll Rates under Tariff Scale for Public Employees» came into effect. But insufficient differentiation between tariff ratios still remains a vital problem. Pursuant to Article 1 of the given Act, the first-class tariff rate was set at 450 rbl. on December 1, 2001. At that, the correlation between 1-class and 18-class tariff ratios equaled 1:4.5. Consequently, the largest 18-class wages accounted for 2,025 rbl.

The tariff scale expenditures were shared by regional and federal governments at a ratio of 1:4. The federal budget provided for 50mld rbl. for this purpose, whereas regional and municipal governments had to allocate 150mld. rbl. Evidently, the target can hardly be met but at the expense of other items in the budget. Therefore, higher payrolls will cause inevitable problems. Most regional authorities will have to cancel their allowances for public employees. Almost half of the regions might declare a rise in payrolls but fail to provide financial support for it.
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