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New model of executive governmental structure as a
human capital development factor

Abstract. This paper highlights that an underlying cause of the downturn in the Russian economy is inadequate acknowledgement
of human factor. It provides relevant supporting evidence: the lack of sound local self-government institution, the lack of conducive
environment for business development, etc.

It is argued that in order to maintain social stability in the current context an evolutionary approach is preferred to enhance the role
and development of human capital. To address this challenge a model of a person-centered structure of executive government has
been suggested. It envisages integration of the majority of executive government functions within five specific blocks: economic
development, social development, tax (revenue) base development, person development and person protection. In the existing
structure many similar functions are allocated to different blocks that impair administration performance.

The paper outlines benefits of the recommended model. It has been stated that it is feasible for all administrative levels, and its
implementation involves no risks and basically no costs. In opinions of experts, this model deserves high appreciation and even-
tually it may become a core pattern in Russia.
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HoBasa mogenb CTPYKTYpbl OpraHoB UCMOJSTHUTESIbHON BNlacTu Kak (hakTop pa3BUTUA YesIOBE4EeCKOro Kanurana
AHHoTauuA. OcHOBHasA NMpuYMHa Kprauca B 9KOHOMUKE Poccun - He[oCTaTOuHbIN YYET YeNoBEYECKOro (hakTopa, OTCYTCTBME
NOJIHOLEHHOro MHCTUTYTa MEeCTHOro camoynpaB/ieHuA, 6J'Iar0I'IpI/IF|THbIX yCJ'IOBI/IIZ ANA pasBUTUA NpeanpuHuMmaTesnbCcTBa.

B aTom nccneposaHum Bbicka3aHO MHEHWE O TOM, YTO B CIIOXKMBLUMXCA YCNOBUAX B LIENAX COXPAHEHUA COLManbHON CTabnnbHO-
CTV NPEANOYTUTENEH SBOMIOLMOHHBIA COCO6 MOBbLILEHWA PONU 1 Pa3BUTUA YeNOBEYECKOro KanuTana. [nAa peweHma gaHHON
npo6niemMbl NPeanoXeHo BHeAPEHNe «MOAeNM NIMYHOCTHO OPUEHTUMPOBAHHOW CTPYKTYpPbl OPraHoB WCMOMHUTENbHOW BRacTu».
MpennoxeHHaA aBTopamun MOAENb NPUrogHa AnA BHEAPEHUA Ha BCEX aAMUHUCTPATMBHbIX YPOBHAX, & ee BHeAPEeHNEe ComnpaXe-
HO C MUHUMaJIbHbIMX pUCKaMn U pacxogamu. 1o MHeHuo OKCMepToB, MOAesb 3acny>XuBaeTt BbICOKOW OLeHKKN 1 B NnepcneKkTnee
MOXeT cTaTb 6a3oBov B Poccun.

KnioueBble cnoBa: 4YeioBe4YecKnin (hakTop; YeNoBEYECKUIA KanuTasl; rocy4apCTBEHHOE yrpaBieHne; MECTHOe camoynpasne-
HVe; pa3BuTre TeppPUTOPUI.
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HoBa mopgenb CTPyKTypu opraHiB BUKOHaB4oi Bnaau AK ¢akTop po3BUTKY JIIOACbKOro Kanitany

AHoTauifa. OCHOBHa NpuyMHa Kp13amn B eKOHOMIL Pocii — HegocTaTHE BpaxyBaHHA NoACbKOro hakTopy, BiACYTHICTb MOBHOLHHO-
ro iHCTUTYTY MiCLEBOro camoBpAAYyBaHHA, CIPUATAIVBUX YMOB AJS1A PO3BUTKY MiANPUEMHMLTBA.

Y UbOMY A0CNIOXKEHHI BUCNOBMIEHA AyMKa NPO Te, WO B HUHILLHIX yMOBax 3 MeTOI0 36epexkeHHA couianbHoi cTabinbHOCTI cnig
HaJaTu nepesary eBoSOLiiHOMY cnocoby NiABULLEHHA PONi 1 PO3BUTKY NMOACLKOro Kanitany. [nA BupilleHHA 3a3HayeHol npo-
611emmn 3anponoHOBaHO BMPOBAANTU «MOAeSIb OCOBUCTICHO OPIEHTOBAHOI CTPYKTYpPUM OpraHis BUKOHaBYOI BNaaun». 3anponoHosa-
Ha aBTOpamy MoAernb NpuaaTHa AnA 3anpoBaiXXEeHHA Ha BCiX aAMIHICTPATUBHUX PIBHAX Ta CAPUYMHAE MiHIMarnbHi pU3NKu 1 BK-
Tpatu. Ha pymKy ekcnepTiB, MOA4ENb 3aCNyroBye Ha BUCOKY OLIHKM 1 y NepcnekTuBi Moxe cTtaTu 6a3oBoto B Pocil.

Krnto4osi cnoBa: nioAcbkuin hakTop; NIOACLKWIA KaniTan; AepXXaBHe ynpaBniHHA; MiCLeBe camoBpAdyBaHHA; PO3BUTOK Tepu-
TOpIN.
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1. Introduction. Russian researchers have elaborated a
good deal of recommendations for development and efficient
harnessing of human capital, including through improvement of
government administration. However, the latter have not been
implemented as these require substantial costs, introduction of
considerable amendments to the legal and regulatory frame-
work or decentralization of intergovernmental fiscal relations
that raises a conflict of interest at different administrative levels.
That is why the Russian economy is facing a task to identify
low-cost approaches to address this issue that do not affect
intergovernmental fiscal relations.

2. Brief Literature Review. As for treatment of human ca-
pital concept as a socio-economic category there are no large
discrepancies in economic literature. Virtually all contemporary
researchers regard it basically as a stock of intellectual abilities,
professional expertise, practical skills, moral and physical
strength of an individual that enable a person to manifest him-
self in one way or another. Naturally, the matter primarily con-
cerns realization of abilities by an individual when performing
official (job) duties.

Initially the concept of human capital was introduced by
American economist T. Schultz (1961), who was a representa-
tive of Chicago school of political economy (in 1979 — Nobel
Prize in Economics).

Later his ideas in this area have been further elaborated in
studies of such researchers as G. Becker, E. Denison, J. Kend-
rick, I. Fisher, etc.

In opinion of T. Schultz, human capital constitutes a creative
input. In this context he pointed out the necessity to accumulate
it as a productive force, which role in economic development is
decisive [1].

G. Becker’s studies relating to this issue predominantly
focus on human capital assessment. According to his estima-
tions, investment in an individual to increase his educational
level generates higher returns compared to securities. The
researcher estimated that growth in workers’ professional quali-
fication, based on this proposition, enables a firm to gain com-
petitive advantages [2].

Certainly, human capital wealth is shaped by multiple fac-
tors. At the same time the system of governmental administra-
tion of economy and territories plays a decisive role in creating
conditions for its development and efficient use. When tackling
this issue Proka N. I. emphasizes that human capital manage-
ment process is multifold, it embraces many areas, including
creation of conditions for its reproduction, cost management,
HR policy formulation, etc [3].

Y. I. Koloskova, L. A. Yakimova and Y. N. Shumakov presume
that an overarching goal of human capital management is to
increase percentage of able-bodied population having profes-
sional education and to generate conditions to promote entre-
preneurship [4]. According to S. V. Yakimchuk, Russian regions
should attach high priority to an individual. In the author’s opi-
nion, this will enable us to increase intellectual capacity of the
entire nation, to build innovative economy, where a key input is
a human being, rather than raw materials [5].

In Russia human capital studies have been initiated quite
recently. Nevertheless, over the recent years this topic has
become one of the most popular in domestic economics. In
addition to the abovementioned researchers this issue has been
tackled to some extent by many famous scientists, including
V. V. Miloserdov [6], |. G. Ushachev [7], etc. All of them acknow-
ledge the special role of human capital in the system of eco-
nomic efficiency drivers and articulate measures for its enhan-
cement and comprehensive realization.

3. Purpose of the study is to formulate recommendations
for human capital development and realization that may be
applied in the existing government- administrative system in
Russia.

4. Results. Investigation of social development mecha-
nisms has revealed that economic performance always ade-
quately reflects government administration quality. If this theo-
retical proposition is rephrased, it turns out that economic
performance is indicative of government administration perfor-
mance. The very fact that despite numerous transformations the
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profound downturn in the Russian economy has been persis-
ting suggests that the potential capacity of the reforms has
been negligible, and it is imperative to adjust the government
administration system.

One of the main shortcomings of this system is that it fails
to be properly oriented towards development and efficient har-
nessing of human capital — a key competitive differentiator of
territories and the state as a whole. The first step to eliminate
this shortcoming is to build a sound local self-government insti-
tution and to generate conditions to encourage entrepreneurship
based on robust competition. Pendency of these problems in
Russia serves as convincing evidence that in the society pre-
requisites for human capital development and realization have
not been created.

Unconditionally, the understanding of relevance of these
tasks does exist in Russia. These issues constantly appear on
the agenda of the country’s top leaders; numerous laws, pro-
grams, bylaws and other regulations have been enacted.
However these documents have failed to ensure real shifts in
development of local self-government and in improvement of
business climate.

It must be admitted that the issue of underestimation of the
individual’s role in the economy and personality as such in
Russia has arisen neither yesterday nor today. This tradition that
has had a pernicious impact on this country has deep historical
and social roots, for which reason it is profoundly entrenched in
our society. This is evidenced by the fact that administrative
reforms implemented in Russia over the past 460 years have
led to the establishment of a relatively capable local govern-
ment institution only once (in 1864). However, soon (in 1890) the
local powers were substantially curbed under the pressure of
government bureaucracy [8].

Top brains of Russia, including the emperor’s inner circle,
tried to destroy the tradition of absolute concentration of power
that had been impeding nation’s potential capacity development
and realization. The most prominent attempt was the De-
cembrist uprising in 1825. However, it ended in failure as many
others.

In the Soviet period, starting from 1927 relevant to the
Zemstvo Reform of 1864, local government powers were ac-
tually formal.

Reforms launched in Russia in the 1990s though declared
to foster democratization of socio-economic life and albeit these
have been progressing for a quarter of a century already (a
huge period in the current, rapidly evolving world) have also
failed to establish the sound local government institution, espe-
cially in the case of Russian rural areas. In the meanwhile over
these years three local self government laws and hundreds of
bylaws have been adopted at the federal level alone; and innu-
merable supplements, amendments, etc have been introduced
into the legal and regulatory framework. Millions of people have
been involved in their implementation; these have performed
enormous volume of activities that actually have generated
basically nothing. It turns out that time and efforts allocated to
these activities have been wasted, which appears to be one
more evidence of inadequate performance of governmental
administration of economy and territories in this country.

The lack of favorable business environment in Russia can
be inferred from agricultural performance. Experience suggests
that in this industry business climate may be considered opti-
mal if at least 85-90% of economic operators are competitive.
Currently only 10-12 large-scale farms are competitive.
Moreover, although output of some agricultural products has
been increasing (meat, oilseeds, etc.), the economic perfor-
mance of agriculture has been suffering a steady downtrend, as
evidenced by growth in accounts payable. In 2013 the indicator
reached exorbitant figures — 119.0 million rubles ($2.3 million)
per farm, i.e. the unmanageable amount for a statistical avera-
ge farm [9].

There are other facts that prove underestimation of the
human factor role in the national economic policy. Primarily this
is the case of rural areas. In the agriculture and food sector inte-
gration processes have been intensifying, but consumer coope-
ration has been lagging behind; in agriculture development pro-
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grams only a negligible part of resources is allocated for intro-
duction of new technologies. The rural social situation tends to
deteriorate (in 2013 the number of preschool educational insti-
tutions accounted for 76.4% of the year 2000 level, public gene-
ral education institutions — 58.4%, hospital beds — 77.9% [10]. In
Q4 2013 the minimum wage rate comprised only 65.9% of the
subsistence rate. In terms of population income differentiation
Russia has become the global leader (1 billionaire per 11 billion
household wealth, while the world average ratio is 170 billion
household wealth [11]). The number of state-funded enrolments
at higher educational institutions tends to decrease which
affects the higher education accessibility, etc.

Generally speaking, the above mentioned entails a distres-
sing conclusion: in Russia economic policymaking fails to be
human-centered. To address this fundamental challenge this
country needs unorthodox initiatives. The extent of their suc-
cess will determine Russia’s future.

An initial step in this direction should be to build a system of
government and municipal administration oriented towards
human interests. This task is challenging; it requires implemen-
tation of a large number of institutional, economic and legal
measures, including quite costly ones. Taking into account the
downturn in the national economy, these efforts should be star-
ted by addressing less cumbersome challenges.

Furthermore, the anticipated measures should create favo-
rable prerequisites for harmonized interaction of government
and municipal authorities. For this purpose an acceptable
option should be identified to unify functions and structures of
these authorities. A feasible solution has been devised: to trans-
form the existing executive government structure into the «per-
son-centered model».

As Figure 1 suggests, the recommended structure model is
composed of five specific functional blocks: economic develop-
ment, social development, tax (income) base development, per-
son development and person protection.

In the existing models of executive government structure
the elements of these blocks, as a rule, are assigned to diffe-
rent components that negate operational performance. Espe-
cially this is the case of person development and person pro-
tection functions, which are incorporated into the corresponding
blocks in the recommended model. For instance, the person
protection cluster includes all divisions and officers that pertain
to this issue: healthcare, law enforcement, consumer rights pro-
tection, etc.

It is noteworthy that the suggested structure model is
appropriate for all administration levels, including the federal
one.

To ensure efficient performance of a government body it is
important to identify proper names for its divisions. In this con-
text a famous expression may be cited: «<Nomen est omen».
«Person development» and «person protection» wordings will
contribute to positive shifts in government officials’ mentality;

these will constantly remind them that their performance
depends on their acknowledgement of human factor.

It is easy to note that the recommended model of executive
government structure is simpler and more understandable than
the existing ones, it offers numerous other advantages. Its prac-
tical implementation will enable:

1) to get a better insight that government’s attention should
focus on an individual with all his / her interests and problems;

2) to ensure high level of synchronization of government
and municipal authorities’ operations at all levels and, conse-
quently, to improve their interaction mechanism;

3) to achieve more rational distribution of responsibilities
between deputy heads of administration of a rural settlement,
district and other governance levels;

4) to elaborate higher quality strategies and plans for go-
vernment divisions’ operational segments;

5) to create favorable conditions for administrations of va-
rious governance levels to oversee operations of subordinate
divisions;

6) to nearly halve the number of divisions at government
bodies. For example, in Russia the existing local administration
models envisage over 15 divisions. It is challenging to manage
such a number of divisions and services. The recommended
model envisages five key blocks which are to be managed by
the corresponding deputy heads of a local administration.

It is essential that implementation of the proposed model
doesn’t involve any risks, and that will contribute to accelerated
regional development. Therefore, as experts assert, this model
is highly commendable, and eventually it may become a core
pattern in Russia. It is worth noting that over 100 of heads of
rural and district administrations, who have been trained at the
Russian Agricultural & Food Human Resource Development,
have served as experts.

In 2014 the recommended government structure model was
implemented with assistance of Dagestan Republic Ministry of
Economy and Territorial Development in three municipalities: in
Agul, Khiv and Suleiman-Stalsk districts. Based on positive out-
comes of this project Dagestan Government Resolution dated
October 22, 2014 No 501 has recommended the abovemen-
tioned model for all the municipalities and urban districts in the
republic.

Shortly before the implementation of this pilot project the
staff number of local administrations had been cut by 15-17%
in the republic. Therefore, some functional blocks have been
merged. As an example Figures 2 and 3 present the former
and new models of Agul District Administration structure.
When comparing these, it will be readily seen that the new
model offers advantages. In particular, in the «old» structure
deputy heads of the local administration controlled heteroge-
neous functions: O. A. Mazanayev oversaw operations of edu-
cation, civil defense and emergency situations divisions;
B. A. Kurbanova was in charge of culture and subsidy alloca-
tion process.

Therefore, in formation of the municipal

administration structure and function distribu-
tion between head deputies the management
system design principles, including the spe-
cialization principle, were obviously infringed;
and that has been adversely affecting person-
nel performance. As the analysis has revea-
led, such a situation exists virtually in all mu-
nicipal districts of this country.

The transition of the pilot districts to the
new structure model has demonstrated that it
is simpler and more understandable for the
population, and it enables to exploit advan-
tages of specialization. In particular, blocks,
supervised by deputy heads of the local
administration, concentrate on homogenous
functions. For example, the first block incor-
porates all functions pertaining to person
development and social rural development,

Fig. 1: Person-centered model of executive government structure (draft)

Source: Author's scheme
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The second block is composed
of divisions that deal with economic
and revenue base issues, the third
one includes divisions, commissions
and officers that focus on person
protection and mobilization. Such
approach has provided conductive
environment for planning, manage-
ment and control of district adminis-
trations’ divisions; it has minimized
any mutual overlaps.

Altogether, the transition to the
new structure model has generated
prerequisites to enhance perfor-
mance of municipal district adminis-
trations in their efforts to promote
socio-economic development of their
territories.

5. Conclusions. The economic
government and municipal adminis-

tration systems have been evolving
in all countries. Each new phase of
this process differs from the preced-
ing one; first of all, it is relevant to

Fig. 2: Structure of Agul District Municipality Administration, Dagestan (actual)

Source: Agul District Municipality Charter

what extent it focuses on human in-
terests. Governments, which have
been addressing this challenge effi-
ciently, have succeeded in fostering
their national competitiveness.

Russia, as never before, needs
the federal authorities to acknowl-
edge this consistent pattern. Only
with such an approach it would be
possible to impart the so needed
and long-awaited breakthrough char-
acter to national economic upturn
measures.
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