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Features of the transformation of the budget of the Krasnodar Krai in the period of the
pandemic for 2020

Abstract: One of the most important tools for regulating social and economic development is the budget
occupying a central place in the financial system of the state. With the help of budget funds, the levels of
social and economic development of territories are levelled, financing of industries and spheres of the
national economy is provided, budget funds are directed to the development of priority areas of economic
development. The object of this study was the Krasnodar Krai budget for 2020. The study purpose was
to analyze the features of the budget structure of the Krasnodar Krai during the pandemic in 2020. During
the study, comparative, historical and analytical methods were applied, which helped to obtain the
necessary analytical materials and evaluate them. Based on the study, it was concluded that the highest
index in income during the pandemic was the tax on personal income and the lowest-the tax on mining.
The Krasnodar Krai budget for 2020 received more revenue than planned. Consequently, there was a
positive trend and a gradual increase in the revenue part of its budget.

Keywords: Krasnodar Krai, budget transformation, COVID-19, budget management.
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IIPUOPUTETHBIX HAIIPABACHUN PasBUTHA SKOHOMHKHA. OODBEKTOM AAHHOIO HMCCACAOBAHHA ABAAACH
broaxer KpacHoaapckoro xpas 3a 2020 roa. Lleapro mccaeaOBaHMA ABAAACH aHAAN3 OCOOEHHOCTEH
crpykTypsl Oroaxkera Kpacroaapckoro kpas B mepuoa manaemun 3a 2020 roaa. B xoae mccaeaoBanus
OBIAM IIPUMEHCHEI CPABHUTEABHBIN, HCTOPHYECKAN U  AHAAHTHYECKHNH  METOABL, KOTOpPBIE
CIOCOOCTBOBAAN IIOAYYCHHIO HEOOXOAMMBIX AHAAUTHYCCKHX MATEPUAAOB U HX orerke. Ha ocHOBannn
HCCACAOBAHHA OBIA CACAATH BBIBOA, YTO HAMOOABIIHH IIOKA3aTEAb B AOXOAE B IIEPHOA ITAHAECMUN
COCTAaBHA HAAOT HA AOXOABI (DU3HYECKHX AHWIl, 4 HAUMCEHBIIEH — HAAOI HAa AOOBIYY IIOAC3HBIX
nckoraeMsix. B 6roaxer KpacHoaapckoro kpas 3a mepuoa 2020 roaa mocTyImmao AOXOAOB OOABIIIE, YEM
IAaHAPOBAAOCH. CACAOBATEABHO, IIPOABUAACH IIOAOKHUTCABHASL AUHAMUKA U IIOCTEIICHHOE YBEAHMYCHIH

AOXOAHOI uacTn Groaxkera KpacHoaapckoro kpasd.

Koarouesvie cnvsa: Kpacaopapckuii kpaii, rparcdopmarns 6roaxera, COVID-19, ynpasaenne 6roAKeTOM.

Introduction

One of the most important tools to regulate social and economic development is the budget
occupying a central place in the financial system of the state. With the help of budget funds, the
levels of socio-economic development of territories are levelled, financing of industries and
spheres of the national economy is provided, budget funds are directed to the development of
priority areas of the economy. In modern conditions of Russia, the centre of gravity in the
management of social and economic processes is shifting to the level of regions, and, so possible
ways to solve problems in the economic and social development of the country lie precisely at
the regional level (The Concept of the Budget, 2018). In this regard, regional budgets’ role in solving
the problems of economic and social development of territories in the era of the COVID-19
pandemic is increasing.

The object of this study was the budget of the Krasnodar Territory for 2020.

The study purpose was to analyze the features of the budget structure of the Krasnodar
Territory during the pandemic in 2020.

Based on the goal, the tasks, which were to be solved in the course of the study, were
developed:

e define the concept of the budget, taking into account the peculiarities of the Russian
economic school;

e consider the budget as a legal category;

e analyze the budget of the Krasnodar Krai for 2020;

e conclude the specifics of changes in budget management during the pandemic in 2020,
which allowed the subject of the Russian Federation to maintain its leading position among
the regions of the country.

During the study, comparative, historical and analytical methods were applied, which helped
to obtain the necessary analytical materials and evaluate them.

To achieve the goal and solve the tasks set, the Budget Code of the Russian Federation,
legislative documents and statistical data of Krasnodar Krai published on the Internet on the
official websites of the regional government and other portals, as well as research materials of
budgeting specialists E.Y. Grachev, E.D. Sokolov, T.V. Yermoshina and E.I. Kosynkina were

used.



Features of the concept of budget in the Russian Federation

A budget is a financial plan for a particular entity, whether it is a single person, a family, an
organization, or the state as a whole. Such a plan is established for a certain period. The concept
of ‘budget’ is also included in the Russian legislation. A budget is a form of formation and
expenditure of funds intended for the financial support of the tasks and functions of the state
and local self-government (Budget Code . .., 1996).

As an instrument of state regulation in the field of formation and development of the
economic and social structure, the budget is considered in two aspects: economic and legal. As
an economic category, the budget reflects the system of economic relations, the participants of
which are on the one hand, the state, and on the other — enterprises, organizations and society
as a whole. The objectives of the budget of this category are distribution and redistribution of
the total social product and national income; formation of a centralized fund of funds that are
distributed for the financial support of the tasks and functions of the state. The essence of such
a budget is realized through its functions:

e distributional (redistribution of GDP);

e regulatory (state regulation and economic stimulation);

e stimulating (financial support of the budgetary sphere and implementation of the state’s
social policy);

e controlling (control over the formation and use of centralized funds of funds) (The Concept

of the Budget, 2018).

E.Y. Gracheva and E.D. Sokolova define the budget in its economic aspect as “the financial
basis for the functioning of the state and municipalities, the central link of the financial system
of society, with which all its links are connected” (Gracheva, 2020).

Considering the budget as a legal category, it should note that the budget acts as a financial
plan of the state, the general purpose of which is to create conditions for the effective
development of the economy, solving national tasks, and strengthening the defence capability
with the help of financial resources.

The analysis of expenditures and revenues of various regions of the Russian Federation
remains relevant for many years, as the role of regional and local budgets increases. The role of
regional budgets of the Russian Federation subjects in economic and social development is as
follows.

First, the totality of finances in the budgets of the Russian Federation regions allows the
state regional authorities (representative and executive) to have a financial base for the exercise
of their powers following the Constitution of the Russian Federation. Thanks to regions’
budgets, monetary funds of administrative-territorial entities are formed, which can ensure the
implementation of tasks of a common purpose for them.

Second, the formation and concentration of monetary resources in regional budgets provide
an opportunity for the Russian Federation subjects to fully exercise financial and economic
independence in spending funds on their social and economic development. In turn, regional

budgets allow the authorities to ensure the systematic development of infrastructure in these



subjects (educational institutions, medical institutions, cultural and art institutions, housing and
road facilities).

Third, there is an alignment of the levels of economic and social development of the
territories. For this purpose, regional programs of economic and social development of the
regions are formed and implemented for the improvement of villages and cities, the development
of the road network, the maintenance of historical and cultural institutions, etc. (Kosynkina &
Yermoshina, 2015).

Thus, all subjects of the Russian Federation have their budget. That is why the study of the
budget of those regions of the Russian Federation that have generally successfully overcome the
pandemic crisis is particularly relevant. This article presents an analysis of the budget

management of one of the most successful subjects — the Krasnodar Krai.

Analysis of the budget of the Krasnodar Krai for 2020

Krasnodar Krai is a subject of the Russian Federation, which is located in the southwestern
part of the North Caucasus and is part of the Southern Federal District. The population for 2021
is 5,689,538 people. The Krasnodar Krai has a favourable geostrategic position and a well-
developed transport infrastructure.

One of the main branches of the economy of the Krasnodar Territory is the tourism sector,
which is rapidly developing in this subject. The coast of the Black and Azov Seas, as well as the
mountainous and steppe regions of the krai attract a large number of not only Russian citizens,
but also foreign persons, and every year more and more.

After the 22™ Olympic Winter Games were held in Sochi in 2014, the infrastructure and
hotel facilities were significantly improved and developed, sports stadiums and other security
facilities were built, the quality of services was improved. The level of professional training of
working personnel was significantly increased too. All this contributed to a large influx of tourists
and significantly increased the contribution of tourism to the Krasnodar Krai GRP amounted
to 14.2%. In the Russian Federation as a whole, the contribution of tourism to GDP was at the
level of 1.3%.

The COVID-19 epidemic, which began in December 2019 in China, and is now a pandemic,
has significantly increased the value and demand for domestic resorts and health resorts, the
main of which continues to be the Krasnodar Territory. External factors that contributed to the
development of the tourism market in this subject of the Russian Federation are the ban for
citizens to leave their country of residence and the closure of international borders. These
restrictions have contributed to a large influx of tourists to the south of the Russian Federation.

According to statistics, as of December 2020, the Krasnodar Territory received 11.5 million
tourists in the context of the pandemic. This index is the highest among the subjects of the
Russian Federation. The resort fee, in turn, amounted to more than 370 million rubles. For two
years, from mid-2018 to mid-2020, the number of funds and resources, which came to the
regional budget from the payment of the resort fee, amounted to 373.2 million rubles.

Statistical data showed that in the consolidated budget, the revenues of the Krasnodar Krai
are formed from tax and non-tax revenues, which for the 12 months of 2020 amounted to
279,779.89 million rubles and were fulfilled by 104%. Also, the formation comes from gratuitous

receipts, which amounted to 95,291.26 million rubles. Total budget revenues were allocated



374,346.16 million rubles, while 387,083.86 million rubles were executed, which was 103%.
Federal taxes and fees amounted to corporate income tax — 61,760.41 million rubles, while
60,026.74 million rubles were assigned; excise taxes — 29,324.64 million rubles; personal income
tax — 97,523.59 million rubles. Other tax revenues amounted to 29,396.66 million rubles.
Regional taxes were:
e  corporate property tax — 36,200.05 million rubles;
e transport tax — 8,009.01 million rubles,
e although 7,210.17 million rubles were assigned.

Local taxes and fees amounted to a land tax of 8,096.29 million rubles, property tax of

individuals — 3,690.21 million rubles. Grants, subventions and subsidies were fulfilled by an
average of 100% (Budget Expenditures, 2027).

Discussion

The budget policy of the Krasnodar Territory showed a sufficiently high level in 2020, which
is reflected in the overall index of the gross regional product (GRP). However, to study the
features of managing the budget potential of the region within the state, it is necessary to study
the following two important positions:
1. Analysis of the ratio of index of the trend in the development of industry structures

compared with the share index in regional and state significance.
2. Search for index (markers) of the effectiveness of the budget policy of the state region,

taking into account the trend index in the development of industry structures.

The solution of these issues will help create a more competent analytical method of the
response and behaviour of the budget department to crises of the state and world level in the

future.

Conclusion

After analysing the presented statistics, it is necessary to conclude that the highest index in
income during the pandemic was the personal income tax, and the lowest was the mineral
extraction tax.

The Krasnodar Krai budget for 2020 received more revenue than planned. Therefore, we
can say about the positive dynamics and a gradual, but steady increase in the revenue part of the
Krasnodar Krai budget. According to item 5 of Article 26.13 of the Federal Law On the General
Principles of the Organization of Legislative (Representative) and Excecutive Bodies of State Power of the Subjects
of the Russian Federation No. 184-FZ dated October 6, 1999, the budget of the subject of the
Russian Federation separately provides for income directed to the financial support of the
exercise of powers, and subventions to ensure the exercise of powers, as well as the
corresponding expenses carried out at the expense of these incomes and subventions.

Expenditures of the budget of the Russian Federation subject are the funds paid from the
budget, except for those that are sources of financing the budget deficit. According to statistics
for 2020, expenditures on national issues were fulfilled by 88% amounted to 25,084.39 million
rubles out of 28,483.52 million rubles assigned; social policy amounted to 99,801.8 million rubles;
physical culture and sports is 11,602.50 million rubles out of 11,945.34 million rubles assigned;



mass media is 1,042.92 million rubles; servicing of state (municipal) debt is 3,014.68 million
rubles.

Spending on national defence, national security and law enforcement, environmental
protection, culture and cinematography, and health care, on average, was executed by 95-97%.
The budget expenditures of the Krasnodar Krai for the national economy amounted to
00,529.64 million rubles out of the designated 65,998.13 million rubles; for housing and
communal services, 19,441.41 million rubles out of the designated 22,061.17 million rubles.
Inter-budget transfers of a general nature to the budgets of the budget system of the Russian
Federation amounted to 0.00 rubles in 2020, although it was planned to fulfil 8.81 million rubles.
Total budget expenditures of the Krasnodar Territory were assigned 406,514.63 million rubles,
while 388,021.64 million rubles were executed. Based on this, we can conclude that the budget
expenditures for the 12 months of 2020 were realized by 95% (Budget Excpenditures, 2027).

After analyzing the presented statistics, we can conclude that the largest index in budget
expenditures is education, and the smallest is national defence. Compared to the last year 2019,
spending on education decreased by 1%, on health care increased by 3%. In the Krasnodar Krai

budget for 2020, fewer expenses were spent than planned and more than 70% of expenses were
fulfilled.
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Appendix

Table 1. Regional budget revenues for 2020 by budget revenue classification codes (Appendix 1 to the
Law of the Krasnodar Krai “On the Implementation of the Regional Budget for 2020”)

Ne Title Uxecured,
million rubles
1. | Federal Service for Supervision of Natural Resources Management 114.12
2. | Federal Forestry Agency 0.33
3. | Federal Service for Supervision of Communications, Information
Technologies and Mass Communications 0.4
Federal Treasury 20,797.7
Federal Service for Supervision of Transport 39.14
Federal Service for Supervision of Consumer Rights Protection and
Human Welfare 0.05
Federal Antimonopoly Service 0.74
8. | Ministry of the Russian Federation for Civil Defense, Emergency
Situations and Elimination of Consequences of Natural Disasters 3.1
9. | Federal Service of the National Guard of the Russian Federation 0.004
10. | Federal Tax Service 191,310
11. | Ministry of Defence of the Russian Federation 0.15
12. | Ministry of Internal Affairs of the Russian Federation 2,641.3
13. | Ministry of Justice of the Russian Federation 0.65
14. | Federal Service for State Registration, Cadastre and Cartography 639
15. | Federal Bailiff Service 0.03
16. | Prosecutor General’s Office of the Russian Federation 0.003
17. | Legislative Assembly of the Krasnodar Krai 0.38
18. | Administration of the Krasnodar Krai 243.9
19. | Regional Energy Commission — Department of Prices and Tariffs of the
Krasnodar Krai 6.67
20. | Department of Consumer Sphere and regulation of the Alcohol market
of the Krasnodar Krai 95.8
21. | Ministry of Finance of the Krasnodar Krai 33,139.6
22. | Department of Industrial Policy of the Krasnodar Krai 5.66




23. | Department of Financial and Budgetary Supervision of the Krasnodar

Krai 3.17
24. | Department of Civil Registration of the Krasnodar Krai 14.75
25. | Control and Accounting Chamber of the Krasnodar Krai 5.1
26. | The Commissioner for Human Rights in the Krasnodar Krai and his

office 0.02
27. | Commissioner for Children’s Rights in the Krasnodar Krai 0.014
28. | Ministry of Economy of the Krasnodar Krai 55.58
29. | Ministry of Agriculture and Processing Industry of the Krasnodar Krai 4,430.3
30. | Ministry of Civil Defence and Emergency Situations of the Krasnodar

Krai 10.34
31. | Department of Property Relations of the Krasnodar Krai 2,402.15
32. | Election Commission of the Krasnodar Krai 4.35
33. | Ministry of Fuel and Energy Complex and Housing and Communal

Services of the Krasnodar Krai 2,555.24
34. | Department of Construction of the Krasnodar Krai 2,261.5
35. | Ministry of Education, Science and Youth Policy of the Krasnodar Krai 4,741.6
36. | Ministry of Culture of the Krasnodar Krai 199.97
37. | Department of Information Policy of the Krasnodar Krai 0.02
38. | Ministry of Health of the Krasnodar Krai 13,523.14
39. | Ministry of Physical Culture and Sports of the Krasnodar Krai 200.67
40. | Ministry of Labor and Social Development of the Krasnodar Krai 29,357
41. | Department of Architecture and Urban Planning of the Krasnodar Krai 0.5
42. | Department of Cossack Affairs, Military Affairs and work with Pre-

conscription Youth of the Krasnodar Krai 9.46
43. | Department of Veterinary Medicine of the Krasnodar Krai 1.67
44. | Department for Supervision in the Construction sector of the Krasnodar

Krai 19.16
45. | Department for Ensuring the activities of Magistrates of the Krasnodar

Krai 51.15
46. | Department of Investment and Development of Small and Medium-sized

enterprises of the Krasnodar Krai 798.3
47. | State Housing Inspectorate of the Krasnodar Krai 10.9
48. | Ministry of Transport and Road Management of the Krasnodar Krai 4,669.44
49. | Ministry of Resorts, Tourism and Olympic Heritage of the Krasnodar

Krai 108.65
50. | Ministry of Natural Resources of the Krasnodar Krai 396.27
51. | Department for Regulation of the Contract System of the Krasnodar Krai 0.025
52. | Department of Informatization and Communication of the Krasnodar

Krai 10.7
53. | The Commissioner for the Protection of the Rights of Entrepreneurs in

the Krasnodar Krai and his office 0.01




Table 2. Expenditures of the regional budget for 2020 according to the departmental structure of
expenditures of the regional budget (Appendix 2 to the Law of the Krasnodar Krai “On the Execution
of the Regional Budget for 2020”)

Ne Title Execution
Legislative Assembly of the Krasnodar Krai 97.4%
2. | Administration of the Krasnodar Krai 97.0%
3. | Regional Energy Commission — Department of Prices and Tariffs of the
Krasnodar Krai 96.9%
4. | Department of Consumer Sphere and regulation of the Alcohol market of
the Krasnodar Krai 89.5%
5. | Ministry of Finance of the Krasnodar Krai 86.8%
6. | Department of Industrial Policy of the Krasnodar Krai 99.3%
7. | Department of Financial and Budgetary Supervision of the Krasnodar Krai 96.8%
8. | Department of Civil Registration of the Krasnodar Krai 96.3%
9. | Control and Accounting Chamber of the Krasnodar Krai 98.7%
10. | The Commissioner for Human Rights in the Krasnodar Krai and his office 99.6%
11. | The Commissioner for Children’s Rights in the Krasnodar Krai 98.8%
12. | Ministry of Economy of the Krasnodar Krai 97.8%
13. | Ministry of Agriculture and Processing Industry of the Krasnodar Krai 97.7%
14. | Ministry of Civil Defense and Emergency Situations of the Krasnodar Krai 95.9%
15. | Department of Property Relations of the Krasnodar Krai 99.3%
16. | Election Commission of the Krasnodar Krai 99.6%
17. | Ministry of Fuel and Energy Complex and Housing and Communal Services
of the Krasnodar Krai 80.6%
18. | Department of Construction of the Krasnodar Krai 87.0%
19. | Ministry of Education, Science and Youth Policy of the Krasnodar Krai 99.4%
20. | Ministry of Culture of the Krasnodar Krai 98.9%
21. | Department of Information Policy of the Krasnodar Krai 99.6%
22. | Ministry of Health of the Krasnodar Krai 98.8%
23. | Ministry of Physical Culture and Sports of the Krasnodar Krai 98.5%
24. | Ministry of Labor and Social Development of the Krasnodar Krai 97.9%
25. | Department of Architecture and Urban Planning of the Krasnodar Krai 81.9%
26. | Department of Cossack Affairs, Military Affairs and work with Pre-
conscription Youth of the Krasnodar Krai 99.7%
27. | Department of Veterinary Medicine of the Krasnodar Krai 96.5%
28. | Department for Supervision in the Construction sector of the Krasnodar
Krai 99.7%
29. | Department for Ensuring the activities of Magistrates of the Krasnodar Krai 98.0%
30. | Department of Investment and Development of Small and Medium-sized
enterprises of the Krasnodar Krai 97.1%
31. | State Housing Inspectorate of the Krasnodar Krai 98.3%
32. | Ministry of Transport and Road Management of the Krasnodar Krai 95.1%
33. | Ministry of Resorts, Tourism and Olympic Heritage of the Krasnodar Krai 62.8%
34. | Ministry of Natural Resources of the Krasnodar Krai 83.9%
35. | Department for Regulation of the Contract System of the Krasnodar Krai 96.9%




36. | Department of Informatization and Communication of the Krasnodar Krai 96.5%
37. | The Commissioner for the Protection of the Rights of Entrepreneurs in the
Krasnodar Krai and his office 96.5%
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