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On Kabardino-Balkar Republic’s budget execution for 2021

Abstract: In the regions of the Russian Federation, just like in Russia as a whole, profound social and
economic changes are taking place, transformations in all spheres of life of the population, due to the
transition to market relations. The process of searching and forming new mechanisms of economic
management is going on intensively. At the same time, it is very important not only to have a general
understanding of the patterns and trends in the development of the market economy, but also to identify
problems, as well as to search and develop an optimal model for the most complete, effective use of them
for the stabilisation and development of the economy in the interests of community development.
Currently, the economy of the Kabardino-Balkar Republic is one of the least competitive in Russia. The
reasons for this are due to the miscalculations of the Soviet period, which were largely exacerbated by the
country’s transition to the market. The accumulated problems are systemic in nature and require a
comprehensive, targeted solution. The prospects and effectiveness of the socio-economic development
of the country are largely determined by the solution of regional problems in the economy. In the
Development Strategy of the Kabardino-Balkar Republic, it is proposed to concentrate the efforts of the
authorities on the development of those sectors of the economy in which high labor productivity is in
demand and which are able to produce products with high added value, provide decent wages to the
workers employed in them and an adequate amount of taxes to the republic’s budget system. Therefore,
in order to understand the economic transformations in the region, an annual analysis of the execution
of the regional budget is necessary. The study subject was the economy of the Kabardino-Balkar
Republic. The study object was the republican budget of the Kabardino-Balkar Republic in 2021. The
study’s purpose was to analyse Kabardino-Balkar Republic’s budget execution for 2021. Logical,
statistical, comparative, and historical methods were used to achieve the study purpose and solve its
problems. In the course of the study, the materials of regulatory legal acts and the works of specialists in
economics and regionalism of the Russian Federation were used. The effectiveness of public finance
management has been highly appreciated at the federal level. According to the assessment of the Ministry
of Finance of the Russian Federation conducted in 2021 by the end of 2020, the Kabardino-Balkar
Republic entered the group of leading regions characterised by high quality of regional finance
management. This efficiency is also confirmed in 2022. In 2021, significant work was performed to adjust
the republican budget items to balance the risk zones of losses and more harmonious use of revenues in
expenditure items.

Keywords: Kabardino-Balkar Republic, republican budget, revenues, expenses, analysis of budget

execution.
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O6 ucnoaneHun pecnyb6ankaHckoro 6roaxera Kabapamno-baakapckoit Pecny6ankm
3a 2021 roa

Annomayus: B permonax Poccutickoii Peaeparinm, kak U B IIeAOM B POCCHH, IIPOMCXOAAT TAyOOKHE
COITMAABHO-9KOHOMUYCCKHE IICPEMCHBI, IIPeOOpasoBaHmA BO BCeX cdepax KUZHCACATCABHOCTH
HACEACHHSA, OOYCAOBACHHBIC IIEPEXOAOM K PBIHOYHBIM OTHOIICHHAM. VIHTEHCHBHO HAET IIPOIIECC
IToucKa 1 (POPMUPOBAHNA HOBBIX MEXAHH3MOB VIIPABACHUA S9KOHOMHUKOH. [Ipu a3TOM OveHD BaKHO He
TOABKO OOIlee ITOHHMAHHE 3aKOHOMEPHOCTCH M TCHACHINN PASBUTHA PHHOYHOH SKOHOMHKH, HO K
BBIABACHIC IIPODACM, 4 TAKKE IIOUCK H Pa3pabOTKa OITUMAABHOH MOACAHM HAMOOACE IIOAHOTO,
3(pPEKTUBHOTO HX HCIIOAB30BAHUA AAA CTAOMAH3ALNY U PASBHTHAA 3KOHOMUKH B HHTEPECAX PA3BUTHA
coodbmectBa. B macrosiee Bpemsa skonomuxa Kabapauno-baakapckoit PecriydAnku ABasieTcss OAHOH 13
HaMMeHee KOHKYPEHTOCIIOCOOHBIX B Poccun. [1pudauusl 5T0ro 00yCAOBACHEL IIPOCYCTAMHE COBETCKOTO
IIEPHOA2, KOTOpPBIE OBIAM BO MHOIOM VCYIYOACHBI IIEPEXOAOM CTpaHbl K pbuiHKY. Hakormsrimecs
IIPOOAEMBI UMEIOT CHCTEMHBIN XapakTep U TPEOYIOT KOMIIACKCHOIO, IIEACHAIIPABACHHOIO PEILICHHUS.
IMepcnektuBsl 1 3@ OEKTUBHOCTE  COIMAABHO-9KOHOMHYCCKOIO PasBUTHAA CTPAHBL BO MHOIOM
OIIPEAEASFOTCA PEIIEHUEM PEIMOHAABHBIX 1IpoOAeM B akoHOMuKe. B Crparernun passurusa Kadapauno-
Baakapcko#t PecrriyGAUKE IIPEAAOKEHO CKOHIICHTPHPOBATH YCHAUA BAACTH Ha PA3BUTHH TE€X CEKTOPOB
9KOHOMHUKH, B KOTOPBIX BOCTPEOOBAHA BBICOKAas IIPOU3BOAHTEABHOCTb TPYA4 U KOTOPBIC CIIOCOOHBI
BBIIYCKATh IIPOAYKIIMIO C BBICOKOH AOOABAGHHOH CTOHMOCTBIO, OOECIeYMBATh 3aHATHIM B HHX
pabOTHHKAM AOCTOHHYFO 3apabOTHYIO IIAATy WM IIOCTYIACHHE B OIOAKETHYIO CHCTEMY PECIyOAHKH
aACKBATHOTO OOBbemMa HAaAOroB. CACAOBATEABHO, AASl TIOHUMAHUSA 3KOHOMUYECKHX TPaHC(OPMAIIHH B
peruoHe, HEOOXOAUM €KETOAHBIA aHAAM3 HCIOAHEHHA PErHMOHAABHOIO Oroaxera. IIpeamerom
nccaepoBanus Obiaa sxoHOMEKA Kabapauro-baakapckoii Peciyoanku. OObeKTOM HCCACAOBAHHA OBIA
pecuybaukancknii OGroaxer Kabapamao-baakapckoit PecriyOamkn 2021 roaa. Lleapro mccaepoBamms
ObIA AHAAU3 HCIIOAHCHHA PECIyOAHMKaHCKOro Oroakera Kabapanuno-baakapckoit Pecybanku 3a 2021
roA. AAfl AOCTIKEHHSA IIEAH HMCCACAOBAHUA U perreHus e€ 3aAad OBIAM HMCIOAB3OBAHBI AOTHYECKUL,
CTATUCTUYCCKUH, CPAaBHHTEABHBIH U HCTOPHYECKHI METOABL B XxoAe wHccAeAOBaHHA —OBIAK
HCIOAB30OBAHBI MATEPHAABL HOPMATHBHBIX IIPABOBBIX aKTOB H TPYABI CIICI[HAAHCTOB B 00AacCTH
SKOHOMUKH U pernoHasuctuku Poccuiickoit Peaeparun. DD eKruBHOCTs pabOTHL IO YIIPABACHUIO
TOCYAAPCTBEHHBIMU (DHHAHCAMH ITOAYYIHAA BBICOKYIO OLeHKy Ha (peaepasbHOM yposHe. Ilo orenke
Mumnncrepcrsa prnancos Poccutickont ®eaepannm, mposeaerHoit B 2021 roay o mroram 2020 roaa,
KabGapanmo-baakapckas pecmyOAHKa BOINAA B TPYIITY PErMOHOB-AHACPOB, XaPAKTCPH3YFOIIUXCA
BBICOKHM  KAa4€CTBOM  VIIPABACHHUA pErHOHAABHBIME  (puHancamu. AamHas 3(pdeKTrnBHOCTD
moarBepaaaerca u B 2022 roay. 3a 2021 roa ObIAa IIPOBEAECHA CYIIIECTBEHHAA PaOOTA IO KOPPEKTUPOBKE
PECIyOAMKAHCKHX OIOAKETHBIX CTATCH C IEABIO YPABHOBCIIIMBAHUSA PHCKOBBIX 30H IIOTEPbh M Ooace
FAPMOHHYHOTO HCIIOAB30BAHUA AOXOAOB B CTATBAX PACXOAOB.

Korouesere cnvsa: Kabapanuo-baskapckas PecriybAnka, pecriyOANKAHCKHE OIOAXKET, AOXOABI, PACXOABL,
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Introduction

In the regions of the Russian Federation, just like in Russia as a whole, profound socio-
economic changes are taking place, transformations in all spheres of life of the population, due
to the transition to market relations. The process of searching and forming new mechanisms of
economic management is going on intensively. At the same time, it is very important not only
to have a general understanding of the patterns and trends in the development of the market
economy, but also to identify problems, just like to search and develop an optimal model for the
most complete, effective use of them for the stabilization and development of the economy in
the interests of community development. Currently, the economy of the Kabardino-Balkar
Republic is one of the least competitive in Russia. The reasons for this are due to the
miscalculations of the Soviet period, which were largely exacerbated by the country’s transition
to the market. The accumulated problems are systemic in nature and require a comprehensive,
targeted solution. The prospects and effectiveness of the social and economic development of
the country are largely determined by the solution of regional problems in the economy. In the
Development Strategy of the Kabardino-Balkar Republic, it is proposed to concentrate the
efforts of the authorities on the development of those sectors of the economy in which high
labor productivity is in demand and which are able to produce products with high added value,
provide decent wages to the workers employed in them and an adequate amount of taxes to the
republic’s budget system. Therefore, an annual analysis of the execution of the regional budget
is necessary to understand the economic transformations in the region.

The study subject was the economy of the Kabardino-Balkar Republic.

The study object was the 2021 Kabardino-Balkar Republic’s budget.

The study purpose was to analyse Kabardino-Balkar Republic’s budget execution for 2021.

To achieve the study purpose, the following tasks were developed:
— give a general description of the Kabardino-Balkar Republic;
— analyse the performance of the main characteristics of 2021 Kabardino-Balkar Republic’s

budget;
— analyse the execution of 2021 Kabardino-Balkar Republic’s budget revenues;
— analyse the execution of 2021 Kabardino-Balkar Republic’s budget expenditures;
—  to give an opinion on 2021 Kabardino-Balkar Republic’s budget execution.

Logical, statistical, comparative, and historical methods were used to achieve the study
purpose and solve its problems.

In the course of the study, the materials of regulatory legal acts and the works of specialists

in economics and regionalism of the Russian Federation were used.

General characteristics of the Kabardino-Balkar Republic
The Kabardino-Balkar Republic is a subject of the Russian Federation, part of the North
Caucasus Federal District and part of the North Caucasus Economic Region. The capital is the
city of Nalchik. In this area there is the highest mountain in Europe, Mount Elbrus, with a height
of 5,642 m. Mount Elbrus has 22 glaciers that feed three rivers — Baksan, Malka, and Kuban.

The mountain is covered with snow all year round.



It was established as the Kabardian Autonomous Region on September 01, 1921. Since
January 16, 1922, the Kabardino-Balkar Autonomous Region. On December 05, 1936, it was
transformed into the Kabardino-Balkar ASSR. Since 1992 it has been the Kabardino-Balkar
Republic.

Kabardino-Balkar Republic’s borders with the Karachay-Cherkessian Republic in the west,
the Stavropol Krai in the north, the Republic of North Ossetia-Alania in the east and southeast,
and Georgia in the south.

The official languages of the Kabardino-Balkar Republic throughout its territory are
Kabardian, Balkar and Russian.

The area of the subject is 12,500 sq. km.

Population — 904,200 people (2021).

Population density — 72.51 people/sq. km (2021).

The system of Kabardino-Balkar Republic’s state authorities. It is defined by the
Constitution of the Russian Federation and the Constitution of the Kabardino-Balkar Republic
(1997). State power in the Republic is exercised by the Head of the Kabardino-Balkar Republic,
the Parliament, the Government, and other state authorities formed in accordance with the
Constitution of the Republic.

The basis of Kabardino-Balkar Republic’s economy is agriculture (grain crops: wheat, corn,
millet), industrial crops (sunflower), animal husbandry (dairy and meat), as well as logging
(Kazharov, 2020).

As part of the development of infrastructure and support for small and medium-sized
businesses in the Kabardino-Balkar Republic, a network of business incubators was created, the
purpose of which is to provide small and medium-sized businesses of the Kabardino-Balkar
Republic with equipped office and industrial premises for rent on preferential terms.

Today, Kabardino-Balkar Republic’s industry is a dynamically developing industry, which
includes enterprises of various areas of manufacturing.

There are more than 100 industrial enterprises operating in the republic. In Maysky,
Sevkavrentgen-D LLC is one of the leading manufacturers of X-ray equipment in Russia. In
Terek, the Terekalmaz plant has established its own production of synthetic diamonds and high-
quality diamond tools based on them. In the city of Tyrnyauz there is a Kabbalkgips factory for
the production of products of the GIPSELL trademark, based on the production and sale of

construction and finishing materials.

Analysis of the execution of the main characteristics of Kabardino-Balkar Republic’s
budget

The projected total republican budget revenue in the amount of 51,709.9 million rubles.
The actual volume of republican budget revenues in the amount of 51,910.9 million rubles.

The projected total republican budget expenditure the amount of 51,112 million rubles. The
actual volume of republican budget expenditures in the amount of 50221 million rubles.

The projected republican budget surplus in the amount of 597.9 million rubles. The actual
republican budget surplus in the amount of 1,689.9 million rubles (On the Execution of the
Republican Budget..., 2022).



Thus, the 2021 budget for was executed with a surplus of 1,690 million rubles. Total

revenues amounted to 51,911 million rubles and expenses amounted to 50,221 million rubles.

Analysis of Kabardino-Balkar Republic’s budget revenues execution

The priority areas of activity of the Ministry of Finance of the Kabardino-Balkar Republic
in 2021 were:

1) development and implementation of a responsible budget policy that ensures the balance
and stability of the budget system in the face of restrictive measures related to the prevention
of the spread of the new coronavirus infection COVID-19;

2) improving the efficiency of budget expenditures;

3) effective public debt management;

4)  improving the system of inter-budgetary relations;

5) ensuring control over compliance with budget legislation;

6) ensuring openness and transparency of public finance management.

To assess republican executive authorities’ effectiveness, including the Ministry of Finance
of the CBD, On February 10, 2021, Prime Minister A.'T. Musukov approved the plan of main
activities and targets for 2021.

As a result of the implementation of the approved plan, the Ministry of Finance of the
Kabardino-Balkar Republic ensured the implementation of all planned activities and achieved
performance targets.

The actual execution of the revenue part of 2021 Kabardino-Balkar Republic’s budget
amounted to 51,910.9 million rubles. For 2020, the actual execution of the budget revenue part
amounted to 50,830.2 million rubles. Thus, we can obsetrve an increase of 1,080.7 million rubles,
which is 2.08%

The budget revenue part consists of tax and non-tax revenues, just like gratuitous receipts.
In the total amount of republican budget revenues, the share of tax revenues amounted to 24.2%,
or 12,567.6 million rubles, non-tax revenues amounted to 2.2%, or 1,145.2 million rubles,
gratuitous receipts amounted to 73.6%, or 38,198.1 million rubles. The 2021 republican budget
tax revenues receipt is more than the volume of receipts for 2020 by 1203.6 million rubles
(110.6%) (On the Main Results of the Activities. .., 2022).

In 2021, the republican budget tax revenues receipt is provided by the following sources:
1)  corporate income tax — 1,910.2 million rubles;

2) personal income tax — 3,882.6 million rubles;

3) tax on total income — 1,118.3 million rubles;

4)  corporate property tax — 1,508.7 million rubles;

5) taxes, fees and regular payments for the use of natural resources — 6.9 million rubles;

6) state duty — 76.6 million rubles (Figure 7).

Among the tax revenues, the most important are corporate income tax, corporate property
tax and personal income tax.

Many industrial enterprises of the republic are leading in the Russian market, produce
competitive, high-tech, export-oriented products, including tools made of natural and synthetic
diamonds, road controllers, traffic lights with LED emitters, cable products of a wide range of

applications, high-voltage switches, copper wire rod, light industry products, radio electronics



devices, noise mufflers for passenger cars and trucks, complex medical equipment and
construction materials, goods for the country’s military-industrial complex.

Kabardino-Balkar Republic’s industrial production index is the main indicator
characterising the state and development of the economy, in 2021 compared to 2020 amounted
to 111%, including by type of activity “Manufacturing” (formed by 22 manufacturing industries
of all industries) — 109.3%. The increase in output compared to January-December, 2020 is
observed in the production of textiles (109.1%), clothing (129.6%), leather and leather products
(121.3%), wood processing and the production of wood and cork products, except furniture (1.6
p.), other non-metallic mineral products (127.2%), computers, electronic and optical products
(145.9%), electrical equipment (123.1%), motor vehicles, trailers and semi-trailers (in 4 times),
furniture (101.3%).

In January-May, 2021, Kabardino-Balkaria took the 3* place in the Russian Federation in
terms of industrial production growth.

2021 republican budget non-tax revenues amounted to 1,145.2 million rubles (141.5%)
(Figure 2).

Gratuitous receipts to the republican budget amounted to 38,198.1 million rubles with a
plan of 38,590.9 million rubles (execution was 99%), which were formed due to:

1)  subsidies in the amount of 15,882.4 million rubles, the rate is 97%;

2) subsidies in the amount of 14,130.8 million rubles growth rate 108.1%;

3) subventions in the amount of 3,575.3 million rubles, rate 73.0%;

4)  Other inter-budget transfers in the amount of 4552.9 million rubles, the growth rate of

106.2% (Figure 3).

Analysis of Kabardino-Balkar Republic’s budget expenditures execution

2021 Kabardino-Balkar Republic’s budget was executed in the amount of 50,221 million
rubles. Comparing 2020, the pace of execution of the republican budget expenditure part
increased by 2,634 million rubles.

Socially significant and priority expenses of the republic (wages, social benefits, medicines,
food, compulsory health insurance, inter-budget transfers, utilities) amounted to 39,718.9 million
rubles or 79% of the total amount of expenses incurred and were as follows:

1) remuneration (including incentive payments to medical and other employees of medical and
other organisations providing medical care (participating in the provision, providing medical
care) for the diagnosis and treatment of a new coronavirus infection) — 6,844.5 million rubles
(growth rate of 102.4%);

2) social payments to the population — 13,880.8 million rubles (growth rate of 105.5%);

3) payment for utilities and communications — 435.0 million rubles, (growth rate of 127.9%);

4)  purchase of medicines — 982.5 million rubles, (growth rate of 111.6%);

5) food — 223.9 million rubles (growth rate of 130.2%0);

6) provision of inter-budget transfers to municipal budgets — 13,371.3 million rubles (growth
rate of 127.1%);

7) compulsory medical insurance of the unemployed population — 3,980.9 million rubles
(growth rate of 103.4%) (Figure 4).



50,149.5 million rubles were allocated in Kabardino-Balkar Republic’s budget for the
implementation of republican state programmes in 2021, including 23,222.2 million rubles from
the federal budget, 26,927.3 million rubles from the republican budget.

The actual financing of republican state programmes amounted to 49,117.6 million rubles,
or 97.9% of the planned amount of funding, including 22,572.3 million rubles (97.2%) from the
federal budget, and 26,545.2 million rubles (98.6%) from the republican budget. The cash
execution of 2021 regional projects amounted to 8,337.1 million rubles, or 96% of the planned
assignments established by the updated budget list.

By the end of 2021, Kabardino-Balkar Republic’s budget was executed with a surplus of
1689.9 million rubles.

Conclusion
The effectiveness of public finance management has been highly appreciated at the federal
level. According to the assessment of the Ministry of Finance of the Russian Federation
performed in 2021 by the end of 2020, the Kabardino-Balkar Republic entered the group of
leading regions characterised by high quality of regional finance management. This effectiveness
is also confirmed in 2022 (On the Main Results of the Activities ..., 2022). In 2021, significant work
was carried out to adjust the republican budget items to balance the risk zones of losses and

more harmonious use of revenues in expenditure items.
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Appendix

Tax on total revenues

BPersonal income tax
ECorporate income tax
" State duty

ECorporate property tax

B 45,7% mTaxes, fees, and regular

payments for the use of
natural resources

Figure 1. Structure of Kabardino-Balkar Republic’s budget tax revenues

1,145.2 million rubles

Republican budget revenues from the use of state-owned property,
in the amount of 293.2 million rubles

in the amount of 112.7 million rubles

‘ Income from the sale of tangible and intangible assets,

Payments for the use of natural resources,

‘ in the amount of 6 million rubles
Income from the provision of paid services and compensation of state
expenses, in the amount of 207.2 million rubles
Fines, sanctions and damages,
in the amount of 515.1 million rubles

Other non-tax income,
in the amount of 10.6 million rubles

Figure 2. Structure of Kabardino-Balkar Republic’s budget non-tax revenues
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Figure 3. Composition and structure of gratuitous receipts as of January 1, 2022,
million rubles
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Figure 4. Structure of socially significant and Kabardino-Balkar Republic’s
priority budget expenditures



