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Abstract:

The processes of transformation of the public sector are set various goals and objectives, such as the
growth of state revenues; reduction of government obligations and expenses in relation to state
property; increasing the efficiency of enterprises, attracting private investment resources to the
development of the national economy. Public sector transformation processes should be considered
in the context of the effectiveness and quality of its functioning in the national economy.
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1. Introduction

The public sector is an integral element of the national economy of any country and is
subject to constant transformational changes under the influence of various factors
(economic, social, political, institutional). The transformation of the public sector is one of
the most significant institutional transformations of the Russian economy, as a result of
which the state’s monopoly on the means of production was eliminated, after which the
non-state sector of the economy was formed, which covers a significant part of Russian

organizations.
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Despite a rather long period of time (about thirty years) after the transition from a
command-administrative model to a market one, there are problems in the Russian
economy related to commodity orientation, imbalances in the sectoral and regional
structure, increasing income differentiation and low growth rates and the quality of life of
the population. Solving these problems will require a change in the scale of the public
sector, its functional role, areas and activities, i.e. further transformation in view of
increasing the efficiency of its functioning.

The works of A. Smith [21], U. Petty [15], D. Ricardo [19], J.S. Mill [11], the founders of
classical political economy, and A. Marshall [8], J. Hicks [28], representatives of the
neoclassical direction, are devoted to the problems of transformation of forms of
ownership in Russia and the influence of these processes on the dynamics of the national
economy, the study of the economic content and the functional role of the public sector in
a market economy. The institutional framework for the transformation of the public sector
is disclosed in the works of A. Auzan [2], D. North [13], R.M. Nureev [14], D. Rodrik [30], A.
Wagner [31], R. Findley [27], J. Wilson [27].

In Russian science, the issues of state property transformation were actively investigated by
S.Yu. Glazyev. [5], Kazantseva E.G. [6], Makarenko, OS [7], Melnikov D.V. [10], Mirontseva
A.V. [12], R. Mirontsev [12], Pozhilov D.M. [16], Polterovich V.M. [17], Sukharev O.S. [22],
Tertyshny S.A. [23], Sheremetyeva L.N. [26] et al.

The following researchers studied the performance of the public sector: Atkinson, E.B. [1],
Balatsky E.V. [3,4], R. Musgrave [9], P. Musgrave [9], E.G. Popkova [18], J. Stiglitz [34],
Shakhovskaya L.S. [25] et al.

2. Method

The experience of systemic changes in the Russian economy over the period from 1999 to
2017 allowed us to distinguish two stages of the transformation of the public sector. The
first stage falls on the period from 1999 to 2012 and is associated with the inconsistency of
the legal and economic framework of transformation, with the implementation of a
transformation strategy, and the accumulation of transformation experience. The second
stage is associated with the modern period (2013-2017) and is characterized by the
harmonization of the institutional framework of transformation processes.

There was an increase in the number of enterprises and organizations of private form of

ownership and a decrease in the number of public sector organizations from 2000 to 2015



(Fig. 1). Since 2016, there has been a reduction, both in the private and public sectors of the
economy [20]. Other trends are demonstrated by employment dynamics in these sectors of
the economy. The average number of employees in the public sector decreased (by 4, 4
million people) from 22.1 million people in 2005 to 17.7 million in 2016, there was an
increase in employment in the private sector (by 1.9 million) from 19.6 million to 21.5

million, respectively [24].
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Fig. 1. Distribution of enterprises and organizations by ownership in Russia
(2000-2017), the number of enterprises and organizations

A carefully planned government program and an understanding of potential problems is an
important factor in successfully transforming the public sector. When making decisions, it is
necessary to consider the long-term potential for monitoring and the costs of assessing the
performance of the public sector.

The identified criteria for evaluating the efficiency of the public sector from the point of
view of the state may be reflected in the rationality or optimality of the resulting structure
of the economic system.

The following methods are proposed for evaluating the efficiency of the public sector [1, 3,
9, 18, 25, 29, 32]: approach the assessment from the point of view of the ratio of results
and costs, for example, based on labor productivity indicators in public sector enterprises
(the ratio of revenue or production to the number of employed workers); investment
activity (the ratio of capital investment to revenue or production); indicators of innovation

activity. The interpretation of the effectiveness of the public sector is also associated with



the rationality and justification of its existing scales (the principle of the "golden section”,
the concept of the equilibrium efficiency of the public sector, etc.).
Within the framework of a system-wide approach, it is necessary to consider the
macroeconomic efficiency of the public sector and use an integral performance indicator
that takes into account institutional conditions (opportunities to participate in government
procurement, level of administrative barriers, level of development of the legislative
framework governing social and economic activities, level of participation in government
contracts, state debt sectors), the quality of economic policy (government programs mms,
level of financial state support), market conditions (level of competition in domestic
markets, level of general unemployment, industrial production index), access to capital
(level of state financing of the private sector, level of financing of banks), access to R & D
and technologies (level of internal costs for research and development by sector of activity,
level of innovation activity).
The methodology for assessing the effectiveness of the public sector using an integral
indicator is divided into two stages:
1. The linking stage, during which the indicators of two periods of the public
sector functioning are compared;
2. The functional stage, during which the analysis of the obtained comparison
results takes place, is transferred to the point estimate.
In contrast to the previously obtained results, the methodology for assessing the
functioning of the public sector can be based on the coefficient of deviation of actual values
in a specific period from the obtained indicators for the same previous period. We suggest

to call this indicator the performance index of the public sector 7,.., it should be

calculated by the formula:
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cplprc; — average index for i - th section;



n — number of indicators in the i - th section.
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where 0611/pr¢ - general public sector performance index;
Z}"zl cplprc; - the sum of the index values for the public sector;

m — number of sections.

This methodology can be used to improve the efficiency of the public sector, for which we
propose to compare the performance indicators of state enterprises on the basis of
statistical data for several previous periods of activity:

1. Determine the indicators presented in the table for several (2 - 3 - 5 - 10 years)

periods of activity.

2. Next, calculate the average index @;; for the period according to the formula::

O . = i0;
nj — T

(4)
where CDHJ- - j - th average for the period T, where i =1, 2, 3, ....n;

n — number of indicators;

Y4 @; - the sum of the j - th indicators for the period T, wheret=1,2,3, ... T.

3. Then compare actual performance in each reporting period with that of the previous

period.

3. Result

To compare the efficiency of the public sector, depending on the ongoing transformation of
the public sector, the analysis was conducted from 1999 to 2017. The entire analyzed
period was divided into two stages. The first stage is from 1999-2012 (a rather intensive
period of privatization), the second phase is from 2013-2017 (a decrease in the intensity of
public sector transformation processes).
Table 1 presents the results of the calculation of the efficiency of the public sector in the
first and second stages of its transformation.

Table 1

Performance indices of the functioning of the public sector in the first and second stages

Indicator 1 stage 2 stage

Access to R & D and technology 1,16 1,01




Access to capital 1,01 1,2

Market conditions 1,61 0,85
The quality of economic policy 1,14 0,93
Institutional conditions 1,32 1,06
TOTAL 1,25 1,01

An analysis of the results obtained allows us to conclude that the maximum results were
obtained at the first stage, when the delayed effect of the transformation of the public

sector was fully manifested (Fig. 2).
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Fig. 2. Average indices of public sector performance in the first and second stages

The deviation of current indicators from previous shows strategic directions that need to be
adjusted. This allows to structure and systematize the process of transformation of the
public sector, focusing not only on the internal needs of society, but also public sector
companies.

The presented methodology for assessing the transformation of the public sector meets the
general requirements that are traditionally imposed on indicators and performance criteria.
In this case, the useful effect (result) of public sector activity is taken into account in several

aspects: economic, social, political, institutional.

4. Discussion



The processes of transformation of the public sector are set different goals and objectives.
The economic tasks include the following: the growth of state revenues; reduction of
government obligations; cost reductions in the public sector; improving the efficiency of
enterprises acting as objects of transformation; attracting private investment resources to
the development of the national economy, which is, expanding the possibility of public
participation in socio-economic processes.

The lack of efficiency of the public sector and the implementation of its transformation
processes, associated with the need to improve the level of performance of the public
sector, determines the need for continuous evaluation and monitoring to improve
efficiency.

The methodology for assessing the performance of the public sector can serve as the basis
for the formation of a monitoring system depending on the dynamics of indicators, thus
realizing the goal of the public sector through specific goals reflected in the indicators. The
social characteristics reflected in the integral indicator assess the compliance of the results
of the functioning of the public sector with the needs of the population, and the economic
indicators of the savings and benefits obtained by optimizing the scale of the public sector.
Thus, the directions of economic policy to improve the efficiency of the public sector by
changing the relations and ownership structure should be implemented in the following
areas:

- maintaining the optimal scale of the public sector while maintaining a significant
proportion of state-owned enterprises that maintain national security;

- increasing the role of state order;

- development of the mechanism of public-private partnership;

- the introduction of a policy of protection for enterprises of strategic importance;

- return to state ownership of enterprises that have not fulfilled their obligations, with a
low level of efficiency.

Improving the efficiency of the public sector will allow:

- improve the quality of services and products of enterprises;

- reduce the price of products and services;

- improve the profitability of the public sector and increase revenues to the state budget;

- improve the business environment and investment climate, providing equal opportunities

for the private and public sectors.



The successful functioning of the public sector means that the state acts as an active owner
of public assets. Through its institutions, the state sets targets for the public sector,

demanding the effective implementation of economic activity and obtaining proper results.

5. Conclusions

A study of the theoretical foundations and practical aspects of the public sector research in
the economy made it possible to determine the current state, to identify the key problems
in the transformation of the public sector in Russia. Summing up, we can draw the following
conclusions:

Modern economic conditions characterized by serious challenges to the geopolitical and
geo-economic situation in the world imply the need to improve the efficiency of the public
sector, since its activities affect the development of the national economy and society as a
whole.

The public sector today is characterized by constant transformation, which is associated
with changes in the regulatory framework, the scale of the public sector, its functional role,
areas and activities. Efficiency problems in the public sector exist because of the
obsolescent and physically obsolete fixed assets, the insufficient level of resource
efficiency, and the instability of economic development.

The functional role of the modern state should be based on a democratic political system
and the creation of a good quality of life for all citizens through the protection of human
rights, the application of the rule of law and minimal government intervention in the social
and economic spheres.

Thus, public sector transformation processes should be considered in the context of its
efficiency and quality, and the growth of efficiency and quality depends on improving the
functions of the public sector and choosing strategic directions for the development of the

national economy.
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