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Abstract: The activities of economic entities of the public sector in the conditions of uncertainty are
associated with many risks, which manifest themselves in negative consequences, i.e., the lower
effectiveness of executing assigned powers. Many subjective and objective factors influencing
managerial decisions require the knowledge of methods for assessing and managing risks in order to
reduce their consequences and achieve the strategic goals of economic entities. There is a promising
theory of risk management that does not have the proper theoretical and methodological support,
which limits its application. Currently, most studies are concerned with the feasibility of applying
and adapting control mechanisms in the public sector. However, the theory of risk control, or
risk management, is not considered by modern economists. The objective is to form a budget
management mechanism in the Federal Treasury (regulatory body) as an element of risk control. The
study considers the optimality and efficiency of the distribution of budgetary funds in the process of
exercising the assigned budgetary powers by regulatory authorities and conducting a comprehensive
analysis of causes and conditions that affect negative deviations from the standard values. The
results of this study contribute to the body of knowledge about risk management, and the proposed
approach can be used in similar studies in the public sector.

Keywords: organization of general government sector; public sector; management accounting; risk
control; budgeting; productivity; efficiency; responsibility center

1. Introduction

Control is recognized as the most effective management tool, including in the public
sector. The scientific concept of control is based on the continental (German) and Anglo-
American economic schools. The German school considers control as a sub-function of the
corporate management system and as a form of management process in the public sector.
The Anglo-American school analyzes control in relation to the public sector within the
scientific concept of the management control system. For the purposes of this study, the
Anglo-American model of control was used, in which a major role is given to such control
directions as budgeting and management accounting.

Approaches to the definition of control in the economic literature are associated with
the identification and assessment of risks, which are an integral element of all managerial
decisions. The global experience demonstrates that ignoring risks can hinder the develop-
ment of an economic entity and economy as a whole. At the same time, there is no sufficient
experience in risk management in the public sector—i.e., risk controlling.

The public sector requires risk controlling since the state manages taxpayers’ money,
which is connected with enormous risks. The most dangerous consequences are social
unrest. In the public sector, the following types of risks are most often distinguished:
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political, economic, social, technological, legislative, and environmental. Scientific papers
provide examples when non-compliance with risk controlling requirements became the
reason for the political failure of public authorities and social actions (Cooper 2010) and
excessive internal budgetary pressure led to the inability to provide adequate insurance
in the event of a deterioration in the macroeconomic situation (Williams 2009). Among
the reasons why risk management in the public sector should be carried out, Tworek
(2015) cited the threat of terrorism, violations associated with the introduction of new IT
systems (e-risk), corruption and fraud, poor quality of public services, medical threats in
society (epidemics of HIV/AIDS, coronavirus), dangers and disruptions associated with
and resulting from the implementation of public investment projects, etc.

One of the important aspects of government bodies’ activities is their compliance with
established standards, regulations, etc. Failure to comply with these requirements entails
catastrophic risks that can cause state damage. In the public sector, risk management is
essentially concentrated in the hands of financial authorities, which should become the
driver for creating a full-fledged system forecasting and managing risks in the public sector
and, as a result, risk controlling.

The main object of this study is the internal and external risks of failure to achieve
performance indicators by the structural divisions of the Federal Treasury, which may
signal an insufficiently optimal distribution of budgetary funds in the process of exercising
budgetary powers.

The main areas of risk controlling are the systems of internal financial control and
internal financial audit. We believe that in the conditions of development uncertainty of
the internal and external environment in the modern economy, a risk-controlling system
is needed to optimize the goals of organization based on risk identification. Risk control
is a developing direction in management science, focused on achieving strategic and
operational goals through the early diagnosis of risks and developing a response system
based on feedback in ambiguous internal and external environments. At the same time,
insufficient attention is paid to methodological aspects of the introduction of risk control
tools in the public sector. There are practically no studies in the field of risk management of
financial responsibility centers, methods of managing costs (expenses), and assessing the
effectiveness and efficiency of such expenditures in the public sector.

There are scientific works on the influence and pressure of top management on the
implementation of risk management in public administration (Schäfer et al. 2022); the
distribution of risks in public–private partnerships (Hwang and Kim 2022; Wardhana
et al. 2022); the calculation of the costs of services provided by public sector organizations
and institutions in accordance with the risk-based approach (Ostadi and Zare 2022); the
assessment of the intermediary effect of corporate risk management on the performance
of public institutions (De Oliveira et al. 2021). The publications we reviewed do not study
the use of risk control tools in assessing the optimal distribution of budgetary funds in the
public sector.

The study aims at determining methodological foundations, rules, and procedures for
a risk-based approach to budgeting activities of the Federal Treasury as a regulatory body.
Increasing the efficiency of the Federal Treasury in the execution of budgetary powers is
a condition for achieving its strategic goals, national goals, and sustainable development
goals.

The study contributes to the approbation of risk control tools in budgeting activities of
the Federal Treasury as a regulatory body. The optimal expenditures (costs) of the Federal
Treasury as an economic entity are determined as the key object of risk management.
They allow assessing the targeted use of budgetary funds and the effective execution of
budgetary powers. The effectiveness of the Federal Treasury is determined using proposed
methods for assessing the indicators for the execution of the budgetary powers in functional
areas.



Risks 2022, 10, 177 3 of 18

2. Literature Review

The feasibility and necessity of risk management in the public sector have become the
subject of discussion recently. This scientific analysis suggests that most of them study the
possibility of adapting risk management mechanisms used in the commercial sector to the
public sector. This statement is confirmed by Bracci et al. (2021), who reviewed 63 articles
from the Scopus database between 1990 and 2018, and concluded that there was a lack
of theoretical research on risk management in the public sector. At the same time, risk
management is understood as the process of predicting possible losses and their timely
elimination.

While considering certain issues of risk management in the public sector, Rana et al.
(2019) emphasized the need to integrate risk management with strategy and performance
assessment systems, which will improve the quality of management decisions and the
efficiency of public organizations.

The analysis of publications shows that most of them associate risk control with
risk management. Bracci et al. (2021) claimed that the use of risk management methods
in the controlling mechanism improves management efficiency and the achievement of
targets in the implementation of management decisions. Felício et al. (2021) associated the
development of risk control with the prediction of losses and the development of measures
to eliminate them.

Ostadi and Zare (2022) considered the costing of public sector services using the
costing method by activity centers in accordance with a risk-based approach. At the same
time, the identified costs were distributed by activity centers, and the authors concluded
that there were critical risks that could affect costs.

De Oliveira et al. (2021) evaluated the impact of corporate risk management practices
in the public sector. Based on a survey of 139 civil servants from 15 different public
organizations, the authors concluded that corporate risk management had a rather indirect
effect on the relationship between business strategies and the performance of Brazilian
public institutions (13.3%).

A review of the Russian scientific literature has revealed several concepts of risk control.
Slabinskij (2011), Ivashkevich (2012), and Abilova and Ryzhkova (2017) introduced the
financial and accounting concept of risk control and regarded it as an improved system of
internal control. Matushevskaja and Alekseeva (2017) and Orlov (2014) support the concept
of “service function” in risk management. The latter consists of supplying managers with
analytical information for making management decisions (monitoring the achievement
of targets and standards, diagnosing deviations and complications in achieving planned
results, identifying and testing significant changes, and developing management decisions,
including those for adjusting goals). Gordina (2012) and Necheuhina (2015) supported the
concept of the “meta-function” of risk control, which is the coordination and integration
of risk management with management functions and finding a balance between income
and risks.

Certain structures dealing with risk management stipulate the need to determine the
role of risk control in the organization’s management system. Similar studies were carried
out by Grishunin et al. (2018) and Filko and Filko (2016). The authors claimed that the risk-
controlling system should not duplicate the risk management system. Risk control cannot
perform the service function of the risk management system because risk control becomes a
function and is not integrated into the overall management process of an organization. The
integration concept of risk control, i.e., the meta-function of the risk management system,
has its drawbacks. These are difficulties in establishing boundaries between risk control
and management in general. Keeping this in mind, Grishunin et al. (2018) defined the
risk controlling system as “a goal-oriented set of methods and tools for organizing risk
management in all areas and management processes”. The goal-setting of the risk control
system is viewed as the creation and maintenance of the ideology, principles, organization,
tools, and processes of risk management, which are used by the organization’s specialists
in risk management and managerial decision making.
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The object of risk control is the optimal distribution of the following: standard costs
(Federal Treasury 2016) (Ctotal) across financial responsibility centers, which is a total
expression of the remuneration of employees involved in the implementation of budgetary
powers; the cost of remuneration of employees who are not involved in the implementation
of budgetary powers; costs for information and communication technologies; the capital
repairs of property; costs for the financial support of reconstruction, technical re-equipment
of capital construction objects or acquisition of real estate objects; costs for the additional
professional education of employees; costs for providing residential premises included in
the specialized housing facilities; other costs.

3. Methods

To achieve the study objective, we should undergo several stages, including the use of
quantitative and qualitative indicators (Table 1).

Table 1. Stages and methods of this research.

Research Stages Justification of Research Methods

Identification of financial
responsibility centers

Empirical research methods were used to form the financial
structure of an economic entity, to distribute responsibility and
authority between the heads of financial responsibility centers
for managing costs (expenses).

Formation of a mechanism
for managing costs
(expenses)

Methods of classification and analysis were used to classify the costs
incurred by types of expenses into direct, overhead, general
business with further distribution according to the budgets of
financial responsibility centers. To ensure the efficiency of the
costs (expenses) incurred, deviations from the planned and
actual execution of these expenses were analyzed.

Calculation of performance
indicators for cost estimates,
efficiency, and effectiveness
of expenses (costs) of
financial responsibility
centers

The ratio method
Based on the information generated at the second stage of the
study (the stage of forming the cost (expense) management
mechanism), the following indices were determined by
calculation:

− The performance ratio for further measurement of the cost
(expense) efficiency index of financial responsibility centers;

− The performance ratio of the financial responsibility centers
for the corresponding period;

− The efficiency index of the financial responsibility centers for
a certain period.

Source: Compiled by the authors.

The purpose of the first stage was to determine financial responsibility centers—
structural units (groups of structural units) for the functioning of which financial resources
are allocated. At the second stage, to ensure the efficiency of distribution of budgetary funds
among financial responsibility centers, a mechanism for managing costs was formed. At the
third stage, a system of indicators was developed to assess the efficiency and effectiveness
of expenditures (expenses) of the Central Federal District. Thus, quantitative indicators
are understood as cost and natural indicators that allow quantitative measurement and
assess the implementation of cost estimates. Qualitative indicators for evaluating non-
quantified characteristics allow determining the efficiency and effectiveness of expenses
(costs) of financial responsibility centers. The center of financial responsibility is a structural
subdivision (a group of structural subdivisions), in relation to which financial resources are
distributed and/or used and information is systematized and accumulated.

In quantitative terms, the coefficient of budget execution of functional and professional
financial responsibility centers is the ratio between the actual budget execution and the
planned expenses.
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The performance index in functional and professional areas for the relevant period is
an average assessment of the i-th functional or professional performance for the relevant
period in conjunction with the cost–performance ratio.

The mechanism for the execution of budgets for the expenses (costs) of financial
responsibility centers should ensure the effectiveness of the costs (expenses) incurred,
which are distributed among the budgets and represent a set of general business, direct and
overhead costs. The mechanism of budget management (Figure 1) involves the formation
of budgets for financial responsibility centers. Since financial responsibility centers are
structural components of a particular participant in the budget process, the budget is a
personalized part of budget estimates. At the same time, the budget estimate provides
exclusively for expenditures as it sets limits on the budgetary obligations of a participant
in the budget process. Incomes are provided by the law (decision) on the budget or other
legal basis for their receipt. While assessing the effectiveness of budget execution in terms
of expenditures, it is inappropriate to consider the revenue. The budget management
mechanism provides for the current control and analysis of deviations of planned and
actual indicators using a matrix of indicators. Based on the results, we drew conclusions
and made managerial decisions to form a budget for the next financial year or to adjust the
current activities.
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Figure 1. The mechanism of budget management in the controlling system.

Direct expenses include expenses that aim at endowing the Federal Treasury with
budgetary powers.

Overhead costs are expenses that cannot be attributed to the organization and execution
of a specific budgetary power but are associated with the simultaneous execution of several
budgetary authorities. Budgetary powers are understood as the rights and obligations of
participants in the budget process established and accepted in accordance with budgetary
legislation.

General business expenses are expenses necessary to ensure the activities of an economic
entity as a whole.

Expenses not related to the organization and execution of budgetary powers are as follows:
the costs of paying taxes; the expenses for the maintenance of property not used for the
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execution of budgetary powers and for general business needs. In addition, this group
might include expenses according to the Classification of operations in the general government
sector 262 (“Benefits for social assistance to the population”), 263 (“Pensions and benefits
paid by organizations in the general government sector”), 273 (“Extraordinary expenses for
operations with assets”), 291 (“Taxes, duties, fees”), and 296 (“Other expenses”).

The mechanism for managing costs (expenses) includes the following steps (Figure 2).
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The information accumulated within the framework of the proposed mechanism
(Figure 2) is used to calculate the performance ratio for further measurement of the cost
(expense) efficiency index of both functional and professional areas.

The performance ratio is the ratio between actual expenses (costs) for ensuring activities
of the i-th functional or professional area of the Federal Treasury for the corresponding
period (Cfi) and the planned expenses (costs) for ensuring activities of the i-th functional or
professional area of the Federal Treasury for the corresponding period (Cpi). Together with
the performance ratio, the efficiency index is measured with due regard to the effectiveness
of each functional and professional sphere (cost center).

Performance is presented as an indicator summarizing the performance of each func-
tional and professional area (cost center) through the ranking system, i.e., the matrix of
indicators, including target, general, accounting, and control indicators.

The performance of the i-th functional or professional area of the Federal Treasury for
the corresponding period is determined using formula (1):

Pi = 0, 25 × 1
Nt

Nt
∑

j=1
E(Pti) + 0, 25 × 1

Ng

Ng

∑
j=1

E
(

Pgi
)
+ 0, 25 × 1

Na

Na
∑

j=1
E(Pai) + 0, 25 × 1

Nc

Nc
∑

j=1
E(Pci) (1)

where Nt is the number of target indicators of the k-th responsibility center;

E(Pti) is the assessment of the i-th target indicator of the k-th responsibility center
for the corresponding period. The calculation of the assessment of each i-th
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target indicator is different; the formula for each indicator is established
by the Federal Treasury individually for each functional and professional
area (structural divisions with the execution of budgetary powers). For
example, 24 indicators (17 target and 7 general) were set for the functional
area “Information support”; for the functional area “Staffing”, the total
number of target indicators is 21, of which 7 are general and 17 are for
accounting;

∑Nt
j=1 E(Pti) summarizes scores of all target indicators of the k-th responsibility center

for the corresponding period;
Ng is the number of general indicators of the k-th responsibility center;
E(Pgi) is the assessment of the i-th general indicator of the k-th responsibility center

for the corresponding period; it is calculated according to the evaluation
criteria established by the Matrix of indicators of the Federal Treasury by
functional areas or the Matrix of indicators of the Federal Treasury by pro-
fessional areas;

∑
Ng
j=1 E

(
Pgi
)

summarizes scores of all general indicators of the k-th responsibility center
for the corresponding period;

Na is the number of accounting indicators of the k-th responsibility center;
E(Pai) is the assessment of the i-th accounting indicator of the k-th responsibility

center for the corresponding period; it is calculated according to the evalua-
tion criteria established by the Matrix of indicators of the Federal Treasury
by functional areas or the Matrix of indicators of the Federal Treasury by
professional areas;

∑Na
j=1 E(Pai) summarizes scores of all accounting indicators of the k-th responsibility

center for the corresponding period;
Nc is the number of control indicators of the k-th responsibility center;
E(Pci) is the assessment of the i-th control indicator of the k-th responsibility center

for the corresponding period; it is calculated according to the evaluation
criteria established by the Matrix of indicators of the Federal Treasury by
functional areas or the Matrix of indicators of the Federal Treasury by pro-
fessional areas;

∑Nc
j=1 E(Pci) summarizes scores of all control indicators of the k-th responsibility center

for the corresponding period.

As a result of applying Formula (1), the maximum score that can be obtained for each
functional or professional area calculated. The calculation of indicators should be carried
out automatically in the departmental information system “SMART control (controlling)”.

Based on the above-mentioned indicators, it is worth mentioning that accounting for
the costs (expenses) for maintenance and functioning and accounting for the results of
functional and professional areas become an information basis for providing an effective
employee motivation mechanism (KPI).

The effectiveness of both functional and professional spheres of the Federal Treasury
can be calculated through the efficiency index for a certain period (a month, quarter, year,
or three years). At the same time, efficiency is understood as the arithmetic mean of the
efficiency values of each functional and professional area of the Federal Treasury:

E =
1
N

N

∑
i=1

(
0, 5 × Pi + 0, 5 ×

C f i

Cpi

)
(2)

where E is the efficiency index of both functional and professional spheres of the Federal
Treasury for the corresponding period;

Pi is the performance of the i-th functional or professional area of the Federal Treasury
for the corresponding period;

N is the number of functional or professional spheres of the Federal Treasury analyzed
for the corresponding period.
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C f i
Cpi

is a performance ratio, which is the ratio of actual and planned expenses (costs)
ensuring the activity of the i-th functional or professional area of the Federal Treasury
for the corresponding period;

C f i is the actual value of expenses (costs) ensuring the activity of the i-th functional or
professional area of the Federal Treasury for the corresponding period according to
the register “Execution of the cost estimates (costs) by financial responsibility centers
(cost centers)”;

Cpi is the planned value of expenses (costs) ensuring activities of the i-th functional or
professional area of the Federal Treasury for the corresponding period according to the
register “Estimated expenses (costs) by financial responsibility centers (cost centers)”.

Thus, based on the performance indicators of each functional or professional area, it is
possible to calculate the effectiveness of the Federal Treasury for the corresponding period.
The calculation of the indicator should be carried out automatically in the departmental
information system “SMART control (controlling)”.

In turn, the value of the efficiency index shows the ratio of the execution of budgetary
powers by the Federal Treasury in functional and professional areas and the quality of
expenditure execution. Changes in the efficiency index can be the basis for analyzing the
balance between costs (expenses) and results, which is a criterion for assessing the accuracy
of managerial decisions.

4. Results

The concept of risk-based management of expenditures of the Federal Treasury within
the execution of its budgetary powers provides for the formation of “responsibility centers”
as organizational units for systematizing information on the implementation of budgetary
procedures. Each responsibility center should achieve the established criteria for assessing
the effective execution of budgetary powers and contribute to the overall financial result in
the form of expenses (costs)1 systematized by types of financial responsibility centers.

Centers for financial responsibility are structural subdivisions (groups of structural
subdivisions), in relation to which financial resources are distributed and/or used, and an
information resource is systematized and accumulated.

Centers for financial responsibility can be divided into:

− The Strategic Results Center is an organizational unit for collecting information re-
sources on the execution of budgetary procedures of the Federal Treasury.

− The Development Center is an authorized body responsible for the effective and
targeted use of budgetary funds in the process of exercising its budgetary powers
in order to achieve the strategic goals and objectives of the Federal Treasury in the
functional spheres assigned to them. The Development Center has the right to exert
a controlling impact on constituent elements of the activities of the Federal Treasury
that fall within its sphere of responsibility.

− The Cost Center is a structural unit of the Federal Treasury that uses resources to fulfill
its functional purpose and is responsible for costs (expenses) and has the ability to
influence their level.

− The Financial Accounting Center is a structural unit of the Federal Treasury that keeps
records of the established indicators of costs (expenses) but is not responsible for their
amount.

The above-mentioned financial responsibility centers form the financial structure of an
economic entity and determine the following tasks: to distribute spheres of responsibility
and authority among the heads of financial responsibility centers to manage costs (expenses)
and achieve the established indicators; to create an effective system of personnel motivation
(KPI) with the effective execution of budgetary powers. At the same time, each financial
responsibility center has a developed budget in physical and/or in monetary terms, which
determines the need for the effective execution of budgetary powers. The budget of
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financial responsibility centers is based on standard costs for ensuring the functions of the
Federal Treasury for each functional and professional sphere.

According to the mechanism shown in Figure 2, cost (expense) management at the first
stage involves the classification of costs by their types: direct, overhead, or general business.
At the second stage, it is necessary to distribute expenses by these types. At the third stage,
the planned and actual expenses are compared. The proposed algorithm determines the
accounting, analysis, and control of distribution and classification of expenses (costs) by
financial responsibility centers (functional and professional areas of the Federal Treasury in
the course of exercising budgetary powers) and by types of expenses (Table 2).

Table 2. The proposed distribution of costs (expenses) of functional and professional areas of the
Federal Treasury.

Composition of Expenses (Costs) Directly Related
to the Implementation of Budgetary Powers

(State Functions) General Business Channels of Distribution

Direct Overhead

Classification of operations in the general government sector 211—“Salary”, 213—“Payments for remuneration”

The remuneration of
employees implementing
budgetary powers

The remuneration of
employees
implementing several
budgetary powers

Payments for office and management
personnel, junior service personnel,
other support personnel not directly
involved in the implementation of
budgetary powers

Distributed in proportion to direct
costs of financial responsibility
centers

Payments for the
remuneration of
employees involved in the
execution of budget
powers

Payments for the
remuneration of
employees involved in
the execution of
several budget powers

The remuneration of labor of office
and management personnel, junior
service personnel, other support
personnel not directly involved in the
implementation of budgetary powers

Distributed in proportion to direct
costs of financial responsibility
centers

Classification of operations in the general government sector 212—“Other payments”

- -

Payments for employees and/or their
dependents, additional payments,
benefits and compensations not
related to wages, due to the
conditions of labor relations, the
status of employees

Distributed in proportion to direct
costs of financial responsibility
centers

Classification of operations in the general government sector 221—“Communication services”

- -
Telephone and telegraph, facsimile,
cellular, paging communication, radio
communication, Internet services

Distributed in proportion to direct
costs of financial responsibility
centers- - Postal services

Classification of operations in the general government sector 222—“Transport services”

- - Carriage fees under contracts for
passengers and baggage Distributed in proportion to direct

costs of financial responsibility
centers; the number of consumers
or other indicators

- -

Payments for the transportation
(delivery) of goods (consignments)
under the relevant contracts of
transportation (delivery, chartering)

Classification of operations in the general government sector 223—“Communal services”

- - Payments for heating and hot
water supply

Distributed in proportion to direct
costs of financial responsibility
centers; the number of consumers
or other indicators

- - Payments for cold water supply
- - Payments for electricity services
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Table 2. Cont.

Composition of Expenses (Costs) Directly Related
to the Implementation of Budgetary Powers

(State Functions) General Business Channels of Distribution

Direct Overhead

Classification of operations in the general government sector 224—“Rental payments”

Payments for the rental of
premises, parking lots,
fixed assets, if they are
used for employees
exercising budgetary
powers

-

Payments for the lease of premises,
parking lots, fixed assets, if they are
used for the needs of an economic
entity as a whole, and not for
conducting specific types of activities

Distributed in proportion to direct
costs of financial responsibility
centers; the number of consumers
or other indicators

Classification of operations in the general government sector—225 “Maintenance services”

Payments for the repair of
non-financial assets if they
are used to execute
budgetary powers

- Payments for the maintenance of
non-financial assets

Distributed in proportion to the
area occupied; number of
consumers or other indicators

- -

Payments for the repair of
non-financial assets if they are used
for the needs of an economic entity as
a whole

Distributed in proportion to the
area occupied; number of
consumers or other indicators

- - Fire-fighting measures related to the
maintenance of property

Distributed in proportion to the
area occupied; number of
consumers or other indicators

- -

Other works and services: the
bacteriological examination of indoor
air; refilling cartridges; putty paste,
window covering

Classification of operations in the general government sector 226—“Other works and services”

- - Research, development, experimental
and technological work

Distributed in proportion to direct
costs of financial responsibility
centers; occupied space; the
number of consumers or other
indicators

- -

Installation work: the installation of
unified functioning systems,
including security, fire alarms, local
area network, video surveillance,
access control and other systems,
including “panic button”
arrangement

- -

Information technology services: the
acquisition of non-exclusive (user),
licensed rights to software;
acquisition and updating of reference
and information databases; hosting
costs (hosting and maintaining a
website on a web server on the
Internet)

- -

Medical services (clinical
examination, medical examination
and examination of staff employees
(including pre-trip examinations of
drivers), medical tests)

Distributed in proportion to direct
costs of financial responsibility
centers

- - Other works and services
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Table 2. Cont.

Composition of Expenses (Costs) Directly Related
to the Implementation of Budgetary Powers

(State Functions) General Business Channels of Distribution

Direct Overhead

Classification of operations in the general government sector 271—“Depreciation expenses for fixed assets and intangible assets”

The depreciation of other
movable property directly
used in the execution of
budgetary powers

The depreciation of other movable
property if it is used for the needs of
an economic entity on a whole rather
than the execution of certain types of
activities

Distributed in proportion to direct
costs of financial responsibility
centers; the number of consumers
or other indicatorsThe commissioning of

fixed assets worth up to
10,000 rubles, except for
immovable property
objects and library in case
of their use for the
implementation of
budgetary powers

The commissioning of fixed assets
worth up to 10,000 rubles, except for
real estate objects and library in case
they are used for the needs of an
economic entity as a whole, and not
for conducting specific types of
activities

Classification of operations in the general government sector 272—“The consumption of supplies”

The writing-off of
inventories spent on the
needs of an economic
entity, natural loss, as well
as those that fell into
disrepair as a result of
their use to fulfill
budgetary powers

The writing-off of inventories spent
on the needs of an economic entity,
natural loss, as well as those that fell
into disrepair as a result of their use
to meet the needs of this economic
society rather than perform certain
activities

Distributed in proportion to direct
costs of financial responsibility
centers; the number of consumers
or other indicators

With the help of the recommended distribution of costs (expenses), information on the
actual costs (expenses) of each financial responsibility center (cost center) using the chart
of accounts of management accounting of the Federal Treasury2 should be integrated into
the developed register “The structure of expenses (costs) by financial responsibility centers
(cost centers)” (Table 3).

The specification of the planned expenses (costs) by financial responsibility centers
(cost centers) in the context of budget classification should be reflected in the register
“Estimated costs (expenses) by financial responsibility centers (cost centers)” (Table 4).

Table 3. The proposed form of the register “Structure of expenses (costs) by financial responsibility
centers (cost centers)”.

Indicators

Financial Responsibility Centers (Cost Centers)

Functional Sphere Professional Sphere 2 . . .

Management
1

Management
2 . . . Management

1
Management

2 . . . . . . . . . . . .

Direct costs (expenses)
Classification of
operations in the general
government sector
211
213
346
Direct costs (expenses)
in total
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Table 3. Cont.

Indicators

Financial Responsibility Centers (Cost Centers)

Functional Sphere Professional Sphere 2 . . .

Management
1

Management
2 . . . Management

1
Management

2 . . . . . . . . . . . .

Overhead costs
(expenses)
Classification of
operations in the general
government sector
221
223
226
Overhead costs
(expenses) in total
General business costs
Classification of
operations in the general
government sector
211
213
225
General business costs in
total
TOTAL

Table 4. The proposed form of the register “Estimated costs (expenses) by financial responsibility
centers (cost centers)” (with due regard to conditional information).

No. Expenditure Heading Code of
Operations

Analysis
Code

Planned
Expenditures as

of 1 January
2021, Thousand

Rubles

Actual
Expenditures as
of 30 September
2021, Thousand

Rubles

Deviation, %
(10-9

Graphs/9
Graph)

1 Salary, including:

211

0000 26,800.0 27,300.0 1.87

1.1 Basic salary of general staff,
including: 0100 26,800.0 27,300.0 1.87

1.1.1 Official salary 0101 21,500.0 22,000.0 2.32

1.1.2 Monthly increments to the official
salary for the length of civil service 0103 5300.0 5300.00 0.00

2 Additional payments, including:

213

0000 8093.6 8244.6 1.87

2.1

Insurance payments to the Pension
Fund of the Russian Federation
(individual insurance component)
of general staff

0001 5896.0 6006.00 1.87

2.2
Insurance payments to the Federal
Compulsory Medical Insurance
Fund of general staff

0004 777.20 791.70 1.87

2.3 Insurance payments to the Social
Insurance Fund 0005 1366.8 1392.30 1.87

2.4

Payments to the compulsory social
insurance fund against accidents at
work and occupational diseases for
general staff in accordance with
insurance tariffs

0006 53.6 54.6 1.87

TOTAL for a financial responsibility center - - 34,893.6 35,544.6 1.87
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The specification of actual costs (expenses) by financial responsibility centers (cost
centers) in the context of budget classification should be reflected in the register “Estimated
expenses (costs) by financial responsibility centers (cost centers)” (Table 5).

Table 5. The proposed form of the register “Budget expenditure reports of financial responsibility
centers (cost centers)” (with due regard to conditional information).

No. Expenditure Heading Code of
Operations

Analysis
Code

Planned
Expenditures as of

1 January 2021,
Thousand Rubles

Actual Expenditures
as of 30 September

2021, Thousand
Rubles

Deviation, %
(10-9 Graphs/9

Graph)

1 Salary, including:

211

0000 26,800.00 20,100.00 −25

1.1 Basic salary of general
staff, including: 0100 26,800.00 20,100.00 −25

1.1.1 Official salary 0101 21,500.00 16,125.00 −25

1.1.2
Monthly increments to the
official salary for the length
of civil service

0103 5300.00 3975.00 −25

2 Additional payments,
including:

213

0000 8093.60 6070.20 −25

2.1

Insurance payments to the
Pension Fund of the
Russian Federation
(individual insurance
component) of general staff

0001 5896.00 4422.00 −25

2.2

Insurance payments to the
Federal Compulsory
Medical Insurance Fund of
general staff

0004 777.20 582.90 −25

2.3 Insurance payments to the
Social Insurance Fund 0005 1366.80 1025.10 −25

2.4

Payments to the
compulsory social
insurance fund against
accidents at work and
occupational diseases for
general staff in accordance
with insurance tariffs

0006 53.60 40.2 −25

TOTAL for a financial
responsibility center - - 34,893.60 26,920.20 −25

This information on budget expenditure reports of financial responsibility centers
(Tables 3–5) allows us to calculate the performance ratio, the efficiency index of expenses (costs)
of functional and professional spheres and the key performance indicator of each functional
and professional area (center costs), whose calculation method is presented above.

Methods for assessing the efficiency index of the Federal Treasury in both functional
and professional areas include the following steps:

1. The indicator is calculated automatically in the departmental information system
“SMART control (controlling)”.

2. The procedure for assessing the index is established by an internal local act of the
Federal Treasury.

3. The index is estimated in points (from 0 to 1) according to formula (2) and shows the
results of the execution of budgetary powers by the Federal Treasury in functional
and professional areas and the quality of expenditure execution.

4. If the calculated score differs from the maximum score (1 point) by more than −25%,
it is necessary to conduct a comprehensive analysis of the causes and conditions
that influenced the current negative trend, as well as to develop an action plan to
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bring it into line with the established requirements of the organization process and
implementation of activities.

The performance of the Federal Treasury is determined using the indicator matrix for
the execution of budgetary powers within functional areas through a ranking system. The
indicator matrix is grouped by areas and types of indicators (target, general, accounting,
control) with calculated values.

Here are some methods for assessing indicators for the execution of budgetary powers within
functional spheres:

1. Indicators are calculated automatically in the departmental information system
“SMART control (controlling)”.

2. The procedure for assessing indicators is established by an internal document of the
Federal Treasury.

3. Indicators are assessed in points (there are two values (0 or 1) depending on compli-
ance or non-compliance with the assessed requirement).

4. In the absence of initial data for calculating the indicator or the failure to implement
the process assessed by the indicator in the reporting period, the indicator is not
calculated (the maximum score for a group of indicators/professional or functional
area is reduced by the maximum score for the indicator) (Table 6).

Table 6. The maximum score for functional spheres.

Functional Sphere Group of Indicators
Number of

Indicators in
Functional Spheres

Actual Score for
Each Functional

Sphere

Information support

Target indicators 17 15
General indicators 7 7
Accounting indicators 0 0
Benchmarks 0 0

Total 24 22

Organizational
support

Target indicators 10 10
General indicators 7 6
Accounting indicators 0 0
Benchmarks 0 0

Total 17 16

Staffing support

Target indicators 14 14
General indicators 7 7
Accounting indicators 0 0
Benchmarks 0 0

Total 21 21

Audit support

Target indicators 0 0
General indicators 7 7
Accounting indicators 0 0
Benchmarks 17 17

Total 24 24

Planning and
financial support

Target indicators 12 11
General indicators 7 6
Accounting indicators 0 0
Benchmarks 0 0

Total 19 17

Legal support

Target indicators 4 3
General indicators 7 7
Accounting indicators 0 0
Benchmarks 0 0
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Table 6. Cont.

Functional Sphere Group of Indicators
Number of

Indicators in
Functional Spheres

Actual Score for
Each Functional

Sphere

Total 11 10

Contractual support

Target indicators 4 4
General indicators 7 7
Accounting indicators 0 0
Benchmarks 0 0

Total 11 11

Accounting support

Target indicators 0 0
General indicators 7 7
Accounting indicators 17 17
Benchmarks 0 0

Total 24 24

Table 6 shows that the total number of target indicators for the functional area “Infor-
mation support” is 24 points. We should note that the maximum score for each indicator
1 point. Thus, in case of achievement of all targets, the maximum score for the group
of indicators “Information support” is 24 points, for the functional area “Organizational
support” it is 17 points, etc. For the period considered in Table 6, the target indicators in the
functional areas “Information support”, “Organizational support”, “Planning and financial
support”, and “Legal support” were not achieved.

If there is a deviation of the calculated estimates from the maximum score for financial
responsibility centers by more than 25% in the negative direction, it is necessary to conduct
a comprehensive analysis of the causes and conditions that influenced the current negative
trend, as well as to develop an action plan to comply it with the established requirements
of the organization process and implementation of activities.

5. Discussion

The results obtained contribute to the research of some scientists who addressed the
implementation and development of risk management in the public sector. Bracci et al.
(2021) considered risk management in the public sector as a “black box” and insisted on
the lack of theoretical research in this field of knowledge. At the same time, the authors
highlighted performance management as the key area of risk management in the public
sector. Rana et al. (2019) also called for further research on risk management in the public
sector and focused on the need to implement the best practices and promote appropriate
changes.

According to Mišún and Hudáková (2020), Garcia-Sanchez and Cuadrado-Ballesteros
(2016), and Revkuts et al. (2019), risk control is considered a component of risk management
focused on achieving risk management goals and, above all, financial risks, which is
consistent with the results of this study. In particular, this research assesses the risks of
compliance with regulatory costs incurred by financial responsibility centers of the Federal
Treasury.

Thus, Zyryanov and Kalmykova (2019) highlighted the need to assess the efficiency of
spending budgetary funds in the exercise of the assigned powers by control and supervisory
bodies. The threshold value of calculated deviations from the maximum score for the
corresponding financial responsibility center (25%) proposed by the authors emphasizes
the inadmissibility of the outstripping growth of budget expenditures over the growth in
the performance of regulatory authorities, which V.V. Klimanov (2018) mentioned in his
studies.

While considering the pricing mechanism in the public sector as exemplified by a
non-profit training center, Ostadi and Zare (2022) used the activity-based costing method
(ABC) in accordance with the cost of risk factors associated with the process. The above-
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mentioned approach to optimizing the costs (expenses) of responsibility centers correlates
with the results of B. Ostadi and R. Zare. They distributed the identified costs by activity
centers and indicated the existence of critical risks that affect such costs.

Assessing the mediating effect of corporate risk management on the performance
of public institutions, De Oliveira et al. (2021) conducted a preliminary study using a
quantitative approach and structural equations. Thus, the authors concluded that public
institutions should use the experience of corporate risk management. Based on the use
of such control tools as budgeting and management accounting, the study results further
develop the conclusions of De Oliveira et al., who singled out costs as the main variable in
the equation for the impact of risks on the performance of public institutions.

The recommended methods provide for budgeting and management accounting as
the main tool for risk control, which is consistent with the opinion of most authors who
consider the effectiveness of the public sector through building an effective management
control system (Oates 2015; Van der Kolk 2019; Verbeeten and Speklé 2015).

Nuhu et al. (2019) addressed changes in public sector organizations to improve
their performance. The study aims at introducing and developing risk control, including
the early diagnosis of the risks of inefficient spending of budget funds allocated for the
implementation of the assigned powers by the Federal Treasury.

The proposed methods solve the issue of methodological support for mechanisms
managing the costs (expenses) of regulatory authorities based on a risk-based approach.

6. Conclusions

Within the framework of this study, the financial and accounting concept plays the
main role, according to which the key element of risk control in the public sector was
considered a financial risk. This reflects the likelihood of negative consequences allowed by
an economic entity of the public sector or its structural subdivision in the performance of
assigned functions and related to the formation, distribution, and use of financial resources.

The study results consist of methods for a risk-based approach to budgeting activities
of the Federal Treasury that ensures: (1) transparency in spending funds at the disposal of
the Federal Treasury; (2) assistance in creating the necessary information base for making
managerial decisions; (3) and the optimization of expenses (costs) of the Federal Treasury
as an economic entity.

The above-mentioned methods provide for the final assessment of the effectiveness of
each responsibility center of the Federal Treasury and its comparison with the maximum
score. A limit reference point (25%) has been established, whose excess is the basis for a
comprehensive analysis of the causes and conditions that influenced the negative trend.
Based on the analysis conducted, it is recommended to develop an action plan to comply
with the organization and implementation of internal financial control with the established
requirements.

To manage financial risks, the Federal Treasury should exercise constant control in
order to prevent a critical (more than 25%) deviation of the final performance indicator
of each financial responsibility center from the maximum possible value. The application
of such methods allows controlling the risks of reducing the effective management of
expenditures (costs) of the Federal Treasury due to uncertainty and limited budgetary
funds, which will increase the effectiveness of regulatory authorities in exercising the
assigned powers and achieving the strategic goals of their activity.
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Notes
1 According to Classification of operations in the general government sector 1—“Budget activity”—such concepts as “costs” and

“expenses” are identical from an economic viewpoint, due to the fact that budget funds are used in strict conformity with the
estimated budget, and the financial and economic activities of a public institution are connected with the implementation of
state’s functions in the process of providing public services. After this public institution executes the estimated budget, an
analysis of the final balance sheet shows that account 140130000, “Financial performance of the previous reporting period”, has a
credit balance in the balance sheet, i.e., income or acquisition by the institution in the form of balance sheets for non-financial and
financial assets by the end of the financial year.

2 It became null and void. Federal Treasury (2012).
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