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Abstract: The concept of inclusive development is gaining momentum in both the academic and
policy-making arenas. There are a plethora of definitions and several indicators with which to
monitor its progress at the national level. However, the regional level has been relatively overlooked
in the analyses carried out by academics. This is particularly serious for large countries marked by
deep regional disparities. The aim of this paper is to address this gap by proposing and applying a
framework to assess inclusive development at the regional level. Drawing on a critical analysis of
the concept and existing indexes, the paper proposes an index of Regional Inclusive Development
and applies it to the regions of the Russian Federation. Moreover, it compares the suggested index
with established indicators of regional socio-economic development, namely quality of life and gross
product. The results support the idea that at the regional level, there is a significant correlation and
interdependence between all dimensions of the sustainable development concept—environment, the
economy, and society—and that inclusiveness should not be ignored or undervalued in the analysis
of development processes. Furthermore, the results show significant differences in the positioning
of the regions in terms of the inclusive development rankings as compared to their positions in the
quality of life and gross product rankings. The results also reveal small interregional differences
among Russian regions, which are unexpected given the size of the country.

Keywords: inclusive development; inclusive growth; region; Russia; Eurasia; regional inclusive
development index; WEF inclusive development index

1. Introduction

Inclusive, or socially oriented, economic growth, which is enjoyed by the entire pop-
ulation, has recently become one of the most popular concepts (ideas) in development
policies, as well as a central theme in the documents of international and supranational
organisations (e.g., the International Monetary Fund (IMF), Organization for Economic Co-
operation and Development (OECD), European Bank for Reconstruction and Development
(EBRD), World Bank). Its popularity can be largely explained by the scale and impact of
inequality in contemporary societies.

The rise of inequality in income and wealth distribution that characterises our societies
constitutes the main subject of recent best sellers in Economics, namely Capital in the
Twenty-First Century (T. Piketty, 2014), Plutocrats (C. Freeland, 2013) and The Price of
Inequality (J. Stiglitz, 2013). Both scholars and international organisations warn of the
dangers of this increase in inequality and advocate for policies that may reverse this trend.
For example, the World Economic Forum (WEF) holds that the growth of inequality stems
from the priority given to economic growth over social justice in the last decades, which
has ‘forced governments to miss a beneficial cycle in which growth is enhanced by wider
distribution and generated without undue pressure on the environment or burdening future
generations’ [1]. This critical view has recently led several scholars [2–4] and international
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organisations (such as the WEF [1]) to question the centrality of economic growth and
gross domestic product (GDP) in the analysis of the progress of nations, claiming that
using GDP as a key economic indicator is ineffective. In fact, GDP only reflects the current
production of goods and services, neglecting the extent to which the economy contributes
to broader socio-economic progress, job opportunities, economic security, and quality of
life. The emergence of the idea of inclusive development/growth is on a similar path to
that of development generally and the human development and sustainable development
approaches in particular [5]. The concept of inclusive development, similar to the concept
of sustainable development, highlights the social and environmental dimensions. Inclusive
development emphasises future generations instead of current ones [5] and is related to
inclusiveness and an equitable division of the benefits of economic growth among all
members of society, particularly the most excluded groups [6].

After the 2008–2009 crisis, it became clear that public policies should encourage inclu-
sive growth. A series of reports were published (e.g., the final report of the Royal Society of
Arts (RSA) Inclusive Growth Commission and reports by the Joseph Rowntree Foundation
(JRF)), and research centers were established (e.g., the Inclusive Growth Analysis Unit
(IGAU) at the University of Manchester). In 2008, the World Bank published ‘The growth
report: Strategies for sustained growth and inclusive development’, which identified key
factors and forms of political leverage that could help countries achieve high, sustainable,
and inclusive growth [7]. In 2012, under the auspices of the United Nations (UN) Confer-
ence on Sustainable Development (Rio + 20), sustainability and inclusion have seen their
centrality increase in international fora and processes [8]. This is visible in the World Bank
discourse and in the statement that inclusive green growth is the pathway to sustainable
development [8]. Later, inclusive growth was included in the UN Sustainable Development
Goals (SDGs), which were adopted in 2015. In this international context, unsurprisingly,
the policies of several countries have begun to make reference to inclusive development.
For example, in 2015, ‘inclusive growth’ became one of the main goals of the Scottish
government [9].

As a result of this increased centrality of inclusiveness in economic development, in
2018, the WEF presented an inclusive development index, which includes, in addition
to GDP, another eleven key performance indicators characterising a country’s general
standard of living and the equality of all segments of the population [1]. This index
recognises that the main goal of public development policies should be the achievement
of sustainable, comprehensive progress, accompanied by the growth of the population’s
income, together with the growth of economic opportunities, economic security, and quality
of life, not only the growth of GDP. The basis for calculating the index was the WEF’s
Inclusive Growth Policy (2015), as well as the Inclusive Growth and Development Report
(2017) [10]. The main objective of the report was to make practical recommendations,
namely for institutional frameworks and conditions in 15 inclusive growth policy areas,
for the authorities of various countries and other stakeholders in developing a strategy to
achieve a synergistic effect in the form of economic growth and improved living standards.
To sum up, the WEF report includes policy recommendations and benchmarks for countries,
aiming to provide national leadership with the practical tools necessary to transform the
pursuit of inclusive growth into a practical and measurable action plan [1].

The relevance and usefulness of the index and the report can be illustrated with
the case of Russia, which is a country that will be the subject of empirical analysis in
this article. Russia ranked 19th among emerging countries on the inclusive development
index. Even with the low poverty level in Russia, inequality is very high, and carbon
emissions per dollar earned in GDP are among the highest in the group. The WEF report
records a rapid decrease of the number of poor people in the first decade of the twenty-first
century in response to the country’s rapid economic growth, as well as the strong growth
of income among the bottom 40%, indicating that such growth could be called inclusive.
However, halting reforms aimed at improving green investment, diversifying the economy
and addressing infrastructure problems jeopardises past successes in terms of inclusive
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growth and social gains in recent years. On average, Russia’s median standard of living is
quite high compared to other economies in transition, and the poverty rate is low by the
standards of non-developed countries [11]. Unemployment is also relatively low, although
many are forced to work in the informal sector. The education system is fairly universal
and accessible, although its quality must be improved to face the realities of a rapidly
changing economy [12]. The financial sector is another area for improvement, especially in
terms of small and medium-sized enterprises’ financing [13]. Improving the progressivity
of taxation and expanding social protection can also improve Russia’s ability to provide
inclusive (comprehensive) growth, according to the WEF report.

All initiatives mentioned above relate to the inclusive development of countries. How-
ever, it is clear that large countries could be characterised by a significant differentiation
in economic development and living standards across regions [14–16]. There is evidence
of the growing of political and economic importance of subnational scales, namely city-
regions [15,17]. Despite the acknowledgement of intra-country disparities, surprisingly,
national policymakers and international organisations have devoted less attention to inclu-
sive development at the subnational level, although some important initiatives focused on
cities have emerged (e.g., the OECD’s ‘Inclusive growth in cities’ program, launched in
2016; The UN’s ‘New urban agenda’, launched in 2016 [18]; the 2017 World Bank’s paper
on ‘inclusive urbanisation’, in which the Philippines were used as an example [19]; and
the inclusive growth program that has been adopted and implemented in UK cities such
as Manchester [20] and Leeds [21]). Still, no international body has proposed a regional
inclusive development index.

The scant attention paid to the regional scale is also felt in the academy, where the
discussions and analyses tend to be focused on the national level, as will be shown in the
next section. This paper contributes to filling this gap in the extant research by studying
the degree of inclusive development at the regional level. To do so, drawing on the existing
literature and indexes (Section 2), it proposes a regional inclusive development index
(Section 3) and computes it for all the regions of the Russian Federation (Section 4). The
Russian Federation is a good empirical setting due to the fact that is a large country with
high regional heterogeneity in terms of human and sustainable development [14,16].

2. Literature Review

This section provides a critical analysis of the definitions and indicators of inclusive
development offered by academics (the scientific literature) and governmental agencies, as
well as by international and multilateral institutions (the grey literature).

2.1. Academic Literature

The scientific literature provides both conceptual and theoretical papers and method-
ological/empirical insights (based on both qualitative and quantitative methods).

Academic papers provide several definitions of inclusive growth/development. Among
them, it is possible to highlight the following:

“development that includes marginalized people, sectors and countries in social,
political and economic processes for increased human well-being, social and
environmental sustainability, and empowerment. Inclusive development is an
adaptive learning process, which responds to change and new risks of exclusion
and marginalization.” [5] (p. 546)

“growth that not only creates new economic opportunities, but also one that
ensures equal access to the opportunities created for all segments of society,
particularly for the poor.” [22] (p. 12)

One question that emerges from the academic discussion is that of the trade-off
between economic efficiency and social justice/fairness. Gupta, Pouw, and Ros-Tonen [5]
trace the origins of the concept of inclusive development and conclude that its emergence
is a reaction to the overly heavy focus on neo-liberalism, which has led to an excessive
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focus on efficiency at the cost of an increase in inequality and, thus, the creation of new
divides in society. The authors conclude that inclusive development emphasises the social
and ecological aspects of sustainable development, focussing on the current generation.
They also argue that its promotion demands active public policy steering from the local to
the global levels, which creates the conditions for adaptive learning and the empowerment
of marginalised people. Adopting a different perspective, a paper [23] that examines the
definitions used by both governmental and non-governmental organisations concludes
that inclusive growth (IG) ceases to be a trade-off between fairness and efficiency; instead,
increased equity also leads to increased efficiency.

Some empirical studies attempt to identify the causes of the growth of inequality and
policies to address it. This is in the line of Picketty’s analysis of the process of increasing
inequality [24]. At this level, one study [25] identified four key areas that decrease income
inequality in both developed and developing economies: (i) technological change-oriented
skills; (ii) the improvement of educational systems; (iii) the consolidation of globalisation;
and (iv) labor market reforms.

Another set of papers reflects on the determinants of IG. For example, [26] examines
the impact of human capital on economic growth and development. It shows opportunities
to achieve inclusiveness in economic systems through the establishment of special institu-
tions to support the development of human capital, which contributes to the qualitative
reproduction of socio-economic benefits.

Methodological and empirical studies describe approaches to index or indicator sys-
tem development to measure inclusive growth. One paper [27] presents a review of
indicators for measuring a country’s inclusive growth proposed by various authors and
international organisations. The author concludes that a unified approach to assessing
inclusive growth would allow countries to identify the shortcomings of the existing eco-
nomic growth model, specifically its limitations in terms of solving various social problems,
and take certain measures to overcome them.

Some empirical studies address IG issues at the national level. For example, [28]
suggests an approach to measuring inclusive growth in the Philippines. The authors
define growth as inclusive if it increases the functioning of social opportunities, which
depends on (i) the average opportunities available to the population and (ii) how these
opportunities are distributed among the population. In addition, the study develops
an index of opportunities that includes employment (including by gender), education,
health, and basic infrastructure (electricity, pure drinking water, and sanitation). Another
study [29] aimed to measure inclusive growth in Pakistan, as well as its determinants. It
employed the methodology developed by the Asian Development Bank, using weights
for various indicators. In addition, [30] uses principal component analysis to calculate an
inclusive growth index in Tunisia and shows a reduction of its value between 1980 and
2017. The study [31], considering Nigeria for the period from 1980 to 2014, shows that
access to electricity and transport infrastructure leads to inclusive growth and that access
to ICT reduces poverty.

It is also possible to find certain studies that consider and compare a set of countries.
One paper [32] explores the links between economic competitiveness and inclusive devel-
opment in 101 economies based on the data presented in the 2018 WEF report. Another
paper [33] analyses differences in the European Union (EU) countries, clustering them
using three indicators: the global competitiveness index, inclusive development index, and
human capital index. As a result of the analysis, countries from different geographical
regions (i.e., Eastern or Central Europe) or economic groups (i.e., advanced or emerging
countries) were not placed into the same clusters, which highlights the differences between
EU countries at the regional/economic group level. In [34], an integrated index of inclusive
growth at the country level was created to measure the contribution to inclusive growth
of Bangladesh, Cambodia, India, Indonesia, the Philippines, and Uzbekistan. Finally, the
authors of [35] analyse countries from Central and Eastern Europe (CEE) to determine
their levels of inclusive growth. The paper assumes that CEE countries are socially and
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economically heterogeneous and have different levels of sustainable development. Using
the principal component method and multivariate analysis, that project shows that Esto-
nia, Slovenia, and the Czech Republic have the highest levels of inclusive growth, while
Bulgaria and Romania have the lowest.

Lastly, scientific research has also begun to address subnational scales, mostly at
the city level. For example, [36] proposes a system of indicators with which to measure
the inclusive growth of eleven coastal provinces and cities in China from 2000 to 2015,
concluding that the different regions exhibit large differences in the level of inclusive
development. It is evident that the eastern coastal regions have higher rates of development
than the northern and southern coastal regions. Another paper [37] proposes an integrated
function (model) with which to assess the levels of inclusive green growth in 285 Chinese
cities from 2003 to 2015 and shows that the main barrier to comprehensive green growth is
the level of technological innovation, which is not consistent with China’s level of green
growth. Paper [36] reviews the indicators that have been developed to help UK cities
formulate and measure inclusive growth and summarises progress in inclusive growth for
Greater Manchester.

To the best of our knowledge, only four papers address the topic of inclusive de-
velopment at the regional scale, all considering Russian regions. Paper [38] investigates
the concept of inclusive growth and development and the key indicators of efficiency.
Particular attention is paid to the WEF methodology, an adapted version of which was
applied to study 26 regions of Russia from 2012 to 2017. The authors show strong differ-
ences between the regions, with the Moscow Region at the top of the rankings (average
value of 4.13) and the Irkutsk Region in the bottom (average value of 2.31). The study
also shows that in most regions, inclusive development worsened due to the growth of
poverty, the rise in government debt, the deterioration of the environmental situation,
and the population’s low income. Papers [39,40] analyse the inclusive development of
16 Russian resource regions, using an adapted version of the indicators proposed by the
Asian Development Bank and considering four blocks—personal income and inequality,
access to the health system, housing conditions, and access to infrastructure—which are
integrated to compute an index of economic growth inclusiveness. The authors suggest
that the position of each region in the rankings can be explained by the effectiveness of
regional policy and the particularities of the development of mineral resources. A more
recent study [41] develops a regional inclusive development index, which is close to the
proposal of the Asian Development Bank, based on four blocks: economic growth and
its opportunities, poverty and inequality, social inclusion intergenerational equality, and
sustainability. This study shows a gap of 2.6 between the most inclusive region (Moscow)
and the least inclusive one (the Republic of Tuva). It also shows that rich regions are not
always inclusive regions.

2.2. Grey Literature

The grey literature, developed by international and multilateral institutions, as well
as national governments, also provides useful insights into the concept and approaches to
analysing and assessing inclusive growth/development.

The World Bank [7] defines IG as sustainable growth that is spread throughout all
sectors of economy, involving most of the labor force, and characterised by equal opportu-
nities in terms of access to the market and resources. The World Bank also notes that new
employment opportunities must be created, and there is a need to focus on a preliminary
analysis of the opportunities for and threats to sustainable growth, poverty reduction, and
increased productivity. In line with this vision, the OECD [42] stresses the importance of in-
clusive growth in raising living standards and promoting a more even (fair) distribution of
material and intangible benefits between various social groups, including youth, migrants,
women and pensioners, to increase their wellbeing. However, neither the World Bank
nor the OECD offers an integrated approach to economic policy assessment, development
and implementation.
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Conversely, the United Nations Development Programme (UNDP) [43] does not pro-
vide a clear concept of IG, but it does provide a description of a wide range of dimensions
that should be taken into account in the assessment of IG, from sustainable environmental
development (i.e., climate change, pollution, a lack of energy and natural disasters) to
rural communities, including household incomes and health, education, and recreation
costs. Accordingly, the basis of IG is equality of opportunities and the participation of all in
growth (especially the poor and unemployed).

The European Commission understands IG as growth that includes the full use
of labor potential, the reduction of poverty and its consequences, the development of
social inclusion, and the elimination of regional imbalances [44]. Inclusive growth means
empowering people through high levels of employment, investment in skills, poverty
alleviation and the modernisation of labor markets, training, and social protection systems.
It proposes a set of indicators for analysis, which are combined into five groups without
calculating the integral indicator.

The Asian Development Bank (ADB) [45] refers to IG as ‘high, sustainable growth
that not only creates and expands economic opportunities, but also provides equal access
to these opportunities so that members of the society can participate and benefit from the
growth and development of social protection to prevent extreme deprivation’. It proposes a
set of indicators for IG analysis that are combined into seven groups without calculating the
integral indicator. Thus, the ADB does not offer an integrated approach to the development
and implementation of economic policies [46].

The Rockefeller Foundation [47,48] defines inclusive economies as those that ex-
pand opportunities for shared prosperity. It has developed a new structure that defines
five pillars of an inclusive economy—equality, participation, stability, sustainability, and
growth—and emphasises the idea that more inclusive economies are more equitable, partic-
ipatory, growing, sustainable, and stable. Researchers from Brookings identified indicators
for each pillar (about 100 indicators). The total score is calculated based on the average
ratings for individual indicators for each of the five pillars.

The WEF not only provides a concept, a methodology with which to compute an
inclusive development index but also an application of that methodology in a ranking
exercise of 103 countries and an integrated approach to assist in the formulation of public
policies to promote IG [1,49]. It holds that IG has the following characteristics: it exhibits
productivity growth, provides the basis for the development of all sectors in the economy;
provides opportunities for full and productive employment for the vast majority of the
working-age population; and reduces poverty. The WEF proposes to assess the countries’
economic policies on the basis of the composite IG index. For this purpose, the national
indicators are grouped into three pillars: growth and development (GDP per capita, labor
productivity, healthy life expectancy, and employment); inclusion (Gini coefficient for
income and wealth, poverty level, and median income) and intergenerational equality and
sustainability (adjusted net savings, carbon emission intensity of GDP, public debt, and
demographic burden coefficient).

It is also possible to find some attempts to define and measure IG at a subnational level.
The RSA’s inclusive growth commission [50] provides both a concept and a measurement
methodology, although it does not apply the proposed methodology to a specific set
of territories. It offers a broad vision of IG as a form of growth that will allow a large
number of people to both contribute to and benefit from economic growth, and it has
identified four blocks of indicators for measuring IG across regions: skills and employment,
living standards, entrepreneurship, and local capacity. The indicators include healthy life
expectancy, the quality of private rental housing, participation in the labor market among
various segments of the population, progress in work, the percentage of the workforce
protected by employment rights, and a ‘community confidence indicator’.

The Greater Manchester Combined Authority [51] holds that IG is a new model of
sustainable economic growth—one based on the idea of a more cohesive, talented, and
eco-friendly urban region, in which all residents can contribute to and benefit from sustain-
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able prosperity, as well as enjoying a good quality of life. The Joseph Rowntree Foundation
proposes a tool with which to monitor inclusive growth based on the relationship between
prosperity and economic inclusion (as an indicator of poverty), and it makes this infor-
mation available for 39 Local Enterprise Partnerships (LEP) zones across England [52].
The Inclusive Growth Monitor is based on 18 publicly available indicators that have been
grouped into two blocs—prosperity and economic inclusion—each containing nine indi-
cators. The monitor focuses on economic outcomes rather than social and environmental
indicators. The theme of economic inclusion addresses various aspects of poverty and
related forms of economic damage, while the theme of prosperity addresses economic
indicators or economic potential. Finally, the consultancy company PwC, in collaboration
with the Demos think tank, has calculated an index for the Good Growth of Cities for the
UK’s largest cities [53]. The index is based on the ten categories that the public considers to
be the most important from the point of view of economic wellbeing (employment, health,
income, skills and abilities, housing, work–life balance, income distribution, transportation,
environment, and startups). It ranks local authorities in accordance with their average
score in six categories (prosperity, dynamics and opportunities, inclusiveness and equality,
health, well-being and happiness, flexibility, and sustainability). Each category can be
considered as a separate index. The indicators were proposed by researchers and refined
after discussions with the Vibrant Economy Commission, Grant Thornton UK and general
public feedback.

2.3. Main Insights from the Literature Review and Research Questions

All in all, the concept of inclusive development/growth emerged in 2010, in the after-
math of the global crisis, after the acknowledgement of stubborn economic and social in-
equalities. For now, there is no clear universal definition of inclusive growth/development.
However, there is a consensus on the fact that it focusses on the well-being of all people in
the current generation, stressing the social and distributional aspects of development.

The fact that several authors and studies use different definitions of the concept has
implications not only for the conceptual clarity in the study of the process but also for
the choice of variables that should be used in its empirical analysis. This is particularly
visible when we analyse the grey literature but also when analysing some empirical studies.
Consequently, thus far, there is no established set of data necessary to measure inclusive
growth or inclusive development and monitor and assess the inclusive development
policies and programs implemented in particular countries.

Moreover, studies tend to address the national level to discuss the concept of inclusive
development and analyse it. It was possible to identify a small number of methodological
proposals to measure inclusive development at the regional level and some empirical
studies. The need for regional assessment is particularly acute in large countries, such
as Russia.

This paper aims to study the degree of inclusive development at a regional level,
focussing on a large country, the Russian Federation. It proposes a regional inclusive
development index based on the WEF methodology and computes in an attempt to answer
the following research questions: Is it possible to use the WEF methodology at the regional
level? How is it possible to adapt this methodology based on the peculiarities of regional
statistics? Previous research has not yet provided an adjusted net savings indicator at the
regional level in Russia, so it is important to make the correct adaptation. In previous
studies [46,54,55], this problem was discussed, and various approaches were suggested to
the calculation of adjusted net savings, all with several limitations. This paper proposes a
new methodology based on a combination of the adjusted net savings theoretical concept
and the Russian regional statistics. Can a regional inclusive development index be used
to adjust regional development strategies and regional socio-economic policies? To the
best of our knowledge, only one paper addresses the topic of inclusive development at
the regional scale, resorting to the WEF methodology and applying it to study 26 regions
of Russia [38]. This paper, beyond the difference in methodology, extends the analysis to
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all Russian regions. The correct comparison of regions is possible in this case, as well as
making clusters based on management goals.

3. Materials and Methods

In this paper, we draw on the WEF methodology because this organisation provides
not only a methodology with which to measure IG but also an integrated approach to
assessing IG policies. In order to develop institutions and create an environment conducive
to inclusive growth, the WEF experts believe that key and institutional indicators of
inclusive development are important and propose an inclusive development index for
nations based on twelve indicators organised into three groups (Figure 1) [10].
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Figure 1. Components of the WEF Inclusive Development Index.

In order to calculate the indicator at the regional level, the WEF indicators were
adapted to the regional statistical database of the Russian Federation. Consequently, the
following indicators were used to calculate the index (Table 1):

Table 1. Adaptation of the WEF indicators to Russia’s regional statistical base.

WEF Indicators Indicators for Russian Regions *

Growth and Development Indicators

GDP per capita Gross Regional Product (GRP)
per capita, rubles

Labor productivity—GDP per employee

Productivity
(calculated according to Rosstat as the ratio of
GRP in millions of rubles to the average annual

number of employed in the region in
thousands of people)

Healthy life expectancy Healthy life expectancy, years **

Employment Average annual number of employed,
thousands of people

Inclusion Indicators

Income stratification coefficient Gini coefficient

Poverty rate Poverty rate (share of the population with
incomes below the subsistence level), %

Society distribution stratification coefficient Funds coefficient, times

Median income Median per capita income (Me) (rubles
per month)
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Table 1. Cont.

WEF Indicators Indicators for Russian Regions *

Intergenerational Equity and Sustainability Indicators

Adjusted net savings Data absent from regional statistics
(calculation assumed)

Carbon intensity of GDP
(kilograms of CO2 emissions per dollar)

Carbon intensity of GRP, tons per million
rubles (calculated according to Rosstat as the

ratio of the indicator ‘Air emissions from
stationary sources, thousand tons’ to GRP in

million rubles). Data on CO2 emissions absent
from regional statistics

Public debt
Public debt volume, thousand rubles

(according to the Ministry of Finance of the
Russian Federation as of 1 January 2019) ***

Dependency ratio Dependency ratio (non-productive people per
1000 people of working age)

* According to the Russian Federation Federal State Statistics Service (Rosstat). ** Indicator is calculated from
2018 as part of the national program. *** The Ministry of Finance of the Russian Federation official website.

According to the WEF methodology, a set of absolute values of the presented indicators
in each group is formed. Since the indicators are inherently different, they must be rationed
to bring them into a comparable form. In addition, according to the WEF methodology,
the definition area for the indicators is set from 0 to 7. Two formulas were used to ration
indicators from 0 to 7.

If:
1. A high value of the indicator demonstrates a favorable situation in the region, then

i = 6 ∗ (F|i− Fmin)

(Fmax − Fmin)
+ 1 (1)

2. A high value of the indicator demonstrates an unfavorable situation in the region, then

i = −6 ∗ (F|i− Fmin)

(Fmax − Fmin)
+ 7 (2)

where Fi is the inclusion indicators for region i;
Fmin and Fmax are the minimum and maximum values of the indicator for the

Russian Federation.
Then, the rationed values of the indicators are reduced into indices by group and then

into an integral index. The arithmetic average of all indicators is used to form indices.
The most controversial step in calculating the inclusion index has become the defi-

nition of net adjusted savings. According to the calculation methodology, net adjusted
savings (NAS), or genuine savings, are the result of a consistent correction in economic
performance. The first step is to define the net domestic savings (NDS) as the difference
between gross domestic savings (GDS) and the value of the consumption of fixed capital
(CFC). In the second phase, net domestic savings increase by the amount of education
expenses (EDE) and decrease by the amount of the depletion of natural resources (DPNR)
and the damage from environmental pollution (DMGE) [54]:

NAS = (GDS − CFC) + EDE − DPNR − DMGE. (3)

The calculations of net-adjusted savings for particular countries show a huge diver-
gence of traditional economic and environmental indicators; i.e., many countries are charac-
terised by a situation in which formal economic growth is accompanied by environmental
degradation. In this case, the environmental correction can lead to a significant reduction in
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traditional economic indicators to the point of negative values for their growth (as it was in
Russia in 2000: with GDP growth of 9%, the rate of genuine savings was negative, at−13%).
Currently, ‘genuine savings’ indicators are calculated by World Bank experts in more than
100 countries. These data are presented in the World Bank Environmental Directory.

It should be noted that the assessment of the genuine savings rate, in its current
form and with the existing calculation methodology, is not feasible at the regional level.
Obviously, the methodology for calculating the region’s net adjusted savings indicator
should be based on the availability of the regional-level statistical information needed to
generate the genuine savings indicator, which is inherently an indicator of the level of
national accounts.

The indicator of net-adjusted savings, or genuine savings, at the region level for
the Russian Federation was studied in detail in 2012 as a cumulative environmental and
economic index. The calculation of this index was not carried out by the state statistical
agencies, and all methods used in calculating this integral indicator relate mainly to the
national level. The problem with adapting this indicator to the regional level is that there
is still no single methodology for regional assessment and information on a number of
essential indicators is not collected.

In a proposal for an ecological–economic index for Russian regions [55], the indicator
of net adjusted savings is regarded as a cumulative socio-economic-environmental index
and defined as follows:

NAS = GF − IME − INR − DEP + RHC + EPC + SPNA (4)

where GF is gross fixed capital formation, IME is investment in fixed assets related to
mineral extraction, INR is the depletion of natural resources, DEP is damage from envi-
ronmental pollution, RHC is the total costs to the region to develop and maintain human
capital and potential, EPC is environmental protection costs, and SPNA is an assessment of
specially protected natural areas. A negative value for this indicator suggests an unstable
type of development in the region, which should lead to deterioration in the well-being of
the entire population, but official statistics lack a substantial number of indicators, such as
the depletion of natural resources and the assessment of protected natural areas.

Due to the current lack of a significant number of the necessary statistics, Bekish, E.L.,
in ‘Net savings as an indicator of the sustainable development of various types of regions
in Russia’, proposes applying a simplified formula for assessing net adjusted savings [56]:

NAS = GRP − C − CO2 + E (5)

where NAS is net adjusted savings (net savings), GRP is gross regional product, C is
household consumption, CO2 is carbon dioxide emissions, and E is cost of education.

The presented approach seems extremely simplistic. It should be noted that gross
domestic savings is a statistical indicator that is calculated as the difference between GDP
and total private and public consumption, and it is expressed in monetary units or as a
percentage of GDP. The GDP on expenditures is formed by summing up the costs of all
economic entities for the purchase of final products. The calculations involve the consumer
expenditures of the population—all expenses of the citizens to buy clothes, products,
services, and durable goods, as well as private investment—any net investment or increase
in durable capital goods (buildings, machinery, and equipment). When calculating GDP,
the term ‘private investments’ refers only to those that form capital; public procurement is
money spent by government agencies and authorities to buy goods and purchase services.
In this case, benefits (transfer payments) are not taken into account, because they are given
free of charge, not in exchange for services or goods; net exports are the difference between
exports and imports. Thus, the gross domestic savings rate, derived from deducting all
economic entities expenditures on the purchase of final products from GDP, reflects the
potential volume of national domestic and foreign investment.
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In a recent paper [53], the index was also adapted to the regional level, taking into
account the following considerations of this conclusion, and the following calculation
method was formulated:

NAS = IRM + InI − NRC − AE − EI, (6)

where IRM is investments in modernisation and reconstruction, InI is budgetary invest-
ments in innovation, NRC is losses from the irrational use of resources (rental costs), AE is
losses from air pollution, and EI is losses due to environmental reasons.

A negative value of GRS indicates that the capital investments and total capital of the
region do not cover the losses caused by the production component of this capital due to
its natural and social component. If GRS is positive, the total regional capital is increasing.

The logic of this approach stems from the fact that because the indicator of gross
domestic savings, which is adjusted, reflects the potential volume of national domestic
and foreign investments, then it is possible to use indicators of investments in fixed assets
instead of an indicator of net savings, which represents the difference between gross savings
and the depreciation (amortisation) of fixed assets, actually reflecting the volume of public
and private investments in fixed assets, the volume of capital repairs and other investment
costs. In this case, the logic of calculating savings at the regional level will not be broken.
Therefore, net savings may be replaced with the total investment in modernisation and
reconstruction (IMR). It is also obvious that the rental component, at the regional level,
should be calculated not so much on the basis of production volumes (because this indicator
is not indicative for each and every region) but rather on the volumes of consumption
of non-renewable resources, primarily carbon (natural resource consumption, NRC). It
is also necessary to substantiate the method of calculating investments in education at
the regional level (it is appropriate to use the innovative investments indicator) and the
extent of the harm to the environment and health, which are included in the genuine
savings calculation.

Considering the above-mentioned methodologies with which to compute net adjusted
savings, it was decided that the WEF methodology should be adapted to the available
regional data. As in the previous study [57], the idea of adaptation is that net adjusted
savings represent potential investments of the region and its accumulated human and
physical capital, including intangible assets and less environmental damage. Consequently,
three main blocks were included in the calculation of NAS:

1. Investment block, including investments in fixed assets, foreign direct investment in
the region, research and development costs, education costs, and environmental costs.

2. Accumulated funds—fixed assets in the economy, less depreciation.
3. Environmental block. Since the block of environmental indicators is still poorly

developed in Russian statistics, the performance indicators of two industries were
chosen to assess adjustment for the environmental component: extractive production
and pollution elimination. It is obvious that the shipment volume by the ‘Extractive
production’ type of business is fundamentally a valuation of minerals extracted in the
region, that is, it can be regarded as the volume of natural resource depletion. The
shipment volume by the ‘Water supply, water disposal, waste collection and disposal
and pollution elimination activities’ type of business represents the amount of funds
spent on managing the pollution disposal process; it can be an indirect indicator of
the damage caused to the environment.

Based on the above logic and with allowances for the available data, the following
method of calculating the NAS indicator was chosen:

NAS = Inv + (VFA − D ∗ VFA) + FDI + RaD + Env − Ext −W + Ed (7)

where Inv is investments in fixed assets, in million rubles; VFA is fixed assets in the economy,
in million rubles; D is depreciation degree of fixed assets, in percentage; FDI is foreign
direct investment balance in the region, in million rubles; RaD is capital expenditures
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for research and development, in million rubles; Env is environmental protection costs,
in million rubles; Ext is shipment volume by ‘Extractive production’, in million rubles;
W is shipment volume by ‘Water supply; water disposal, waste collection and disposal,
pollution elimination activities’, in million rubles, and Ed is the consolidated ‘Education’
budget expenditures of Russian federation entities, in million rubles.

Thus, using this formula, the value of net adjusted savings for the regions of the
Russian Federation was calculated, which was then used in determining the inclusive
development index for these Russian regions.

4. Results

The inclusive development index was calculated using the described methodology,
consisting of an adaptation of the WEF methodology, and data from the Rosstat for 2017.
The index calculation results for the 85 Russian regions are presented in Table 2, which also
contains reference values for each region in the quality of life and gross regional product
(GRP) rankings.

According to the WEF methodology, the index is determined within the interval (0; 7).
The maximum index value for the regions of Russia is 4.92 (Moscow), while the minimum
is 2.9 (Krasnoyarsk Territory). The average value is 3.6, while 27 (31.7%) Russian regions
are in the range of 3.5 to 3.7, that is, in the middle zone.

Comparing the rankings of the regions on the inclusive development index against
more traditional indicators of growth, namely gross regional product, shows that economic
prosperity and inclusive development do not always go hand in hand in Russian regions.
This is clear if you consider the cases of Krasnodar and Krasnoyarsk, which rank high in
terms of gross product but occupy the last positions in terms of inclusive development.
Conversely, the Republic of Ingushetia, the Magadan Region, and the Kamchatka Territory
have a poor performance in terms of gross product but rank high in terms of inclusive
development. It is also visible that in several regions, there is a mismatch between quality
of life and inclusive development (see the examples of Krasnodar Territory, Lipetsk Region,
and the Republic of Ingushetia).

Considering the inclusive development index, five groups of regions were identified
based on the level of inclusion: high (dark green on the map), above average (light green),
medium (yellow), below average (orange), and low (red). Figure 2 shows that most of the
country is below average in terms of inclusive development.
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Table 2. Inclusive development index for Russian regions in 2018 (assessment results).

# Reg * Index Value Ranking For Reference: Quality
of Life Ranking

For Reference: Regions
Ranking by GRP

Moscow City 18 4.92 1 1 1

Yamalo-Nenets Autonomous
District 63 4.40 2 12 6

Nenets Autonomous District 22 4.33 3 67 58

Khanty-Mansi Autonomous
District—Yugra 62 4.06 4 8 3

Kamchatka Territory 78 3.99 5 32 63

Murmansk Region 26 3.97 6 36 43

Leningrad Region 25 3.96 7 11 21

Kaliningrad Region 24 3.95 8 10 45

St. Petersburg City 29 3.95 9 2 5

Republic of Ingushetia 39 3.91 10 82 84

Magadan Region 82 3.90 11 35 73

Sakhalin Region 83 3.88 12 46 20

Tver Region 15 3.86 13 59 46

Republic of Chuvashia 50 3.83 14 47 60

Vladimir Region 3 3.83 15 34 47

Republic of Dagestan 38 3.83 16 69 36

Kaluga Region 6 3.81 17 21 44

Tula Region 16 3.80 18 17 34

Kostroma Region 7 3.79 19 60 71

Chukotka Autonomous
District 85 3.78 20 70 79

Republic of Crimea 32 3.77 21 52 50

Tyumen Region 61 3.75 22 14 2

Astrakhan Region 34 3.75 23 56 41

Chelyabinsk Region 64 3.73 24 23 13

Penza Region 55 3.72 25 30 49

Republic of North
Ossetia-Alania 42 3.71 26 65 76

Yaroslavl Region 17 3.71 27 27 40

Kursk Region 8 3.69 28 15 48

Volgograd Region 35 3.69 29 37 26

Moscow Region 10 3.67 30 3 4

Republic of Karelia 19 3.67 31 74 61

Ulyanovsk Region 58 3.66 32 28 52

Republic of Kalmykia 31 3.65 33 81 81

Republic of Chechnya 43 3.64 34 71 70

Novgorod Region 27 3.64 35 61 62

Tomsk Region 74 3.64 36 51 39

Khabarovsk Region 80 3.63 37 29 31

Primorsky Region 79 3.62 38 50 27

Republic of Mordovia 47 3.62 39 44 66

Kirov Region 52 3.62 40 63 53

Republic of
Kabardino-Balkaria 40 3.60 41 76 75

Sevastopol City 37 3.60 42 20 78

Republic of
Karachay-Cherkessia 41 3.60 43 84 80

Ivanovo Region 5 3.59 44 48 69
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Table 2. Cont.

# Reg * Index Value Ranking For Reference: Quality
of Life Ranking

For Reference: Regions
Ranking by GRP

Republic of Udmurtia 49 3.58 45 35

Stavropol Region 44 3.56 46 22 29

Novosibirsk Region 72 3.56 47 24 18

Irkutsk Region 70 3.54 48 68 15

Samara Region 56 3.53 49 18 12

Vologda Region 23 3.51 50 62 37

Ryazan Region 12 3.51 51 26 51

Saratov Region 57 3.50 52 38 30

Arkhangelsk Region 21 3.50 53 75 28

Republic of Tatarstan 48 3.50 54 4 7

Pskov Region 28 3.49 55 58 74

Tambov Region 14 3.49 56 40 54

Republic of Khakassia 67 3.48 57 55 64

Orel Region 11 3.47 58 41 65

Bryansk Region 2 3.46 59 49 55

Voronezh Region 4 3.45 60 7 24

Jewish Autonomous Region 84 3.41 61 78 83

Baikal Region 77 3.41 62 83 56

Rostov Region 36 3.41 63 19 14

Belgorod Region 1 3.41 64 5 25

Nizhny Novgorod Region 53 3.40 65 16 16

Perm Region 51 3.36 66 42 17

Kurgan Region 59 3.36 67 79 68

Republic of Adygea 30 3.35 68 31 77

Smolensk Region 13 3.35 69 39 57

Republic of Sakha (Yakutia) 76 3.34 70 72 22

Republic of Komi 20 3.33 71 64 33

Republic of Buryatia 75 3.32 72 77 67

Republic of Altai 65 3.31 73 80 85

Orenburg Region 54 3.31 74 33 23

Omsk Region 73 3.29 75 57 32

Republic of Tuva 66 3.29 76 85 82

Altai Territory 68 3.26 77 73 42

Sverdlovsk Region 60 3.26 78 13 10

Republic of Mari El 46 3.25 79 66 72

Republic of Bashkortostan 45 3.25 80 25 11

Lipetsk Region 9 3.24 81 9 38

Amur Region 81 3.18 82 53 59

Kemerovo Region 71 3.18 83 54 19

Krasnodar Territory 33 3.14 84 6 8

Krasnoyarsk Territory 69 2.90 85 45 9

*# reg—regions have been sorted alphabetically and numbered. These numbers are used to make the graphing of the results
more convenient.

Figure 3 shows various projections for the indicator obtained by calculating the
intermediate indices for ‘growth’, ‘inclusion’, and ‘sustainability’ (the three components of
the inclusive development index, as presented in Figure 1 and Table 1). According to the
graphs, it is obvious that Russian regions are mainly below the average level in terms of
inclusion and sustainability, while the growth rates are quite high and above the average.
It is also obvious that regions have quite similar performances. This is especially evident in
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the ‘inclusion-sustainability’ projection. On the one hand, this indicates the levelling of
living standards by region; on the other hand, on a number of points, alignment is achieved
by offsetting growth with sustainability indicators.
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The 3D model of the inclusive development index is presented in Figure 4 (for the
greater clarity of the vector chart, the values of the components were rationed from 0 to 1).
‘Inclusion’ is along the X axis, ‘growth’ is along the Y axis, and ‘sustainability’ is along the
Z axis. The graph also shows that despite some deviations for each of the components in a
number of regions, most of them are in the mid-value zone.

Finally, the integrated inclusive development index (Figure 5) values are even closer
due to the compensatory deviations in a number of regions (high growth and low integra-
tion; low growth and high sustainability). This is due to the fact that the most developed
industrial regions demonstrate economic efficiency but also environmental disadvantage
and income inequality. The least economically developed regions, on the other hand, tend
to be more resilient.
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5. Discussion and Conclusions

Thus far, the concept of inclusion and inclusive development has been broadly in-
terpreted. Some studies virtually identify it with sustainable development and growth;
others, in contrast, narrow inclusivity down to equal income and a fair distribution [20].
In the first case, i.e., the concept of sustainable development, the emphasis is on the eco-
friendliness of economic growth, while in the second case, the emphasis is shifting to
the social aspect of economic growth. The recent shift in research from sustainability to
social justice/equity can be attributed to the significant recent advances in environmental
protection through new technologies and a change in public consciousness not only in
developed but also developing economies. In this regard, there is a greater demand for
social justice. In addition, the turbulence of the world economy and the resulting adverse
social impacts have also contributed to the emergence and development of the concept
of inclusivity. However, it is also possible to find a third group of studies considering
inclusive development as a concept that reconciles economic, social, and environmental
goals for the present generations [7].

The results of this study suggest that at a regional level, there is certainly a significant
correlation and interdependence between (ecological) sustainability and inclusion. In this
case, we are certainly speaking of sustainable inclusive economic growth and recognising
the equal importance of all elements of the modern concept of development: the environ-
ment, the economy, and the social sphere. One important contribution of this paper is
the adaptation of the WEF methodology at the regional level. An adjusted net savings
indicator for the regional level in Russia was not available, so it was important to make
the correct adaptation. Therefore, in this paper, a new methodology was proposed based
combining the theoretical concept of adjusted net savings and Russian regional statistics.
Moreover, this paper calculates the inclusive development index for all regions of Russia.
The correct comparison of regions is possible in this case, as is making clusters based on
management goals. Therefore, this research adds to the previous research on Russian
regions. The paper [40] studies the inclusive development of 16 Russian resource regions,
using an adapted version of the indicators proposed by the Asian Development Bank. A
more recent study [41] develops a regional inclusive development index that is also close
to the proposal of the Asian Development Bank and shows a gap of 2.6 between the most
inclusive region (Moscow) and the least inclusive one (the Republic of Tuva). Comparing
the results of the only study that uses the WEF at a regional level [41] with those achieved
in this paper reveal similar trends. Moscow is the most inclusive region in Russia, and
Tuva is one of the less inclusive regions. The results of both assessments are very close, and
this could be seen as a corroboration of the quality of the approach proposed in this paper.

Therefore, inclusiveness is a relevant part of the concept of sustainable development.
However, this does not mean that it is impossible or unnecessary to study a separate
inclusive component. For some countries, such as Russia, this component is currently
crucial to achieving truly sustainable development and economic growth. This is also
evidenced by the results of the inclusive development index shown in Table 2: there are
significant differences in the regions’ distribution based on the inclusive development index
and GRP. There are also differences between the inclusive development index and the
quality-of-life ranking, which are due to the specifics of the methodology for calculating the
inclusive development index. These specifics of this methodology are aimed at combining
the indicators of economic development, social justice, and environmental sustainability at
the regional level.

The results also show minor differences in the level of inclusive development across
Russian regions. This may be due to the policy of levelling the living standards throughout
the country over the past decades. It could also be partially explained by the specificities
of the statistical database used in the study, because it is known that Russia has its own
methodology for collecting and processing statistical information, which differs from the
methodologies used in other countries. Despite the fact that most regions are in the middle
zone of the inclusive development index, it is still possible to differentiate regions and
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identify separate groups. For example, Moscow and the mining autonomous districts
(Yamalo-Nenets, Khanty-Mansi, and Nenets) stand out in terms of inclusiveness because
they are characterised by high GRP, the modernisation of fixed assets, and higher and
more even incomes among the population. Similarly, the group of regions with a low
level of inclusiveness includes old industrial regions, with a high level of depreciation for
fixed assets, high unemployment, low incomes, and other social problems, as well as the
agricultural regions of the Russian Federation.

The analysis of the inclusive development index presented in this paper successfully
complements other research types and methodologies; therefore, the researchers plan to
continue the calculation of the index by region using dynamics, as well as to conduct a
cluster analysis on the basis of the available data for a more precise region segmentation
based on their levels of sustainable development, including inclusion.

It is possible to use the results of the analysis to adjust regional development strategies
and regional socio-economic policies in Russian regions. We could divide all regions into
three groups based on economic problems, social problems, and environmental problems.
This could help the federal authorities to differentiate regional policies and pay more
attention to specific projects in these territories. In addition, we could extract the regions
with the lowest level of inclusive development and create specific programs for them.
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